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A.

THIS DEED OF AMENDMENT is made on tl4, February 2011

BETWEEN:

1. CHINA SONANGOL RESOURCES ENTERPRISE LIMITED (formerly known as ARTFIELD
GROUP LIMITED), a company incorporated in Bermuda and whose registered office is situated at
Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda (the "Company");

2. ASCENT GOAL INVESTMENTS LIMITED, a company incorporated in the British Virgin lslands

and whose registered office is at P.O. Box 957, Offshore lncorporations Centre, Road Town,
British Virgin lslands (the "Subscriber").

WHEREAS:

The Company and the Subscriber entered into a subscription agreement on '15 January 2008 (the

"Subscription Agreement") pursuant to which the Company agreed to issue to the Subscriber,

and the Subscriber agreed to subscribe to a convertible bond in the principal amount of
HK$200,000,000 to be issued by the Company (the "Gonvertible Bond"). The Subscription

Agreement is attached to this Deed of Amendment as Appendix A.

The Company issued a certificate (the "Certificate") together with terms and conditions of the

Convertible Bond (the "Terms and Gonditions") to the Subscriber on 14 March 2008. Under the

Terms and Conditions, the maturity date of the Convertible Bond shall be a date falling 36 months

from the date of the issue of the Certificate. The Certificate and the Terms and Conditions are
attached to this Deed of Amendment as Appendix B.

The Company and the Subscriber have decided to extend the maturity date of the Convertible

Bond to a date falling 36 months from the date of the original maturity date of I 3 March 201 1 (the
"Maturity Date"), upon the same terms and conditions (the "Extension").

NOW THIS DEED WITNESSES: .

B.

c.

1.

1.1

2

2.1

The Subscription Agreement is hereby amended as follows:

The definition of "Conversion Period" shall be replaced by the following new definition:

"Conversion Period" means the period commencing from the date of issue of the Certificate and

ending on a date falling 36 months of the date of issue of the Certificate, and upon expiry of the

same, the Conversion Period shall be extended for another 36 months;

The Terms and Conditions of the Convertible Bond shall be amended as follows:

Clause 1 of the Terms and Conditions is hereby replaced by the following new Clause 1:

"1. Period

The Maturity Date of the Convertible Bond shall be a date falling 36 months from the date

of the issue of the Certificate and shall be extended for another 36 months uoon the

expiry of the same. The Company shall repay the principal amount outstanding under the

Convertible Bond to the Subscriber in full on the Maturity Date as herein extended."
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3 Save for the above amendments, all other terms and conditions of the Subscription Agreement and

Terms and Conditions of the Convertible Bond shall remain in full force.

4 The above amendments to the Subscription Agreement and the Terms and Conditions of the

Convertible Bond are subject to the following conditions:

4.1 the Company having convened a special general meeting at which resolutions shall have been

duly passed by the independent shareholders of the Company to approve and ratify the Deed of
Amendment;

4.2 the Stock Exchange having approved the Extension pursuant to the Listing Rules; and

4.3 all necessary consents and approvals required to be obtained on the part of the Company in
respect of the Extension having been obtained.

5 This Deed of Amendment may be executed in any number of counterparts, and by the parties on

separate counterparts, but shall not be effective until each party has executed at least one
counterpart. Each counterpart shall constitute an original of this Deed of Amendment, but all the

counterparts shall together constitute but one and the same instrument.

6 This Deed of Amendment is governed by and shall be construed in accordance with the laws of the
Hong Kong Special Administrative Region, without regard to any conflicts of law rules that may
mandate the application of the laws of another jurisdiction. The parties agree to submit to the non-

exclusive jurisdiction of the courts of the Hong Kong Special Administrative Region.

lN WITNESS this Deed of Amendment has been entered into the day and year first above written.
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SEALED with the common seal of

CHINA SONANGOL RESOURCES

ENTERPRISE LIMITED

and sisned by / o Vapl, // uat 6y

l4/nú6 x$u6 l-ra t

in the oresence of :

luh t1"¿ frd6 Ar'totL
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SEALED with the common seal of

ASCENT GOAL INVESTMENTS LIMITED

and sisned by L o F"ntÇ þ uué

in the presence of :

l,,lt, J,þ Y,^f 6 hñí,st,

W)
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Appendix A

Subscription Agreement
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THIS AGREEMENT is made onthe (St\Aay of Jy 2008

BETWEEN:

ARTFIELD GROUP LIMTED, a comFany incorporated in Berrnuda and whose
registered office is situated at Cla¡endon House, 2 Chruch Stee! Hamilton HM il,
Bermuda (the "company'), details of which æe set out in schedule 1; and

ASCENT GOAL rh¡'VESTMENTS LIMTTED, a company incorporated in the
British Vhgrn Islands and whose registered offrce is at-p.o. Box 957, offshore
Incorporations Cente, Road Town, Tortol4 British Virytr Islands (the "subscriber").

WEEREAS:

A. The Company is a company incorporated in Bermuda with limited liability the shares
of which are listed on the Main Board (Stock code 1229). As at the àaæ of this
Agreement the Company has an authorized share capital of HK$90,000,000 divided
into 900,000,000 Sha¡es of HK$O.10 each of whicb304,478,584 Shares have been
issued and æe fi:lly paid or credited as fully paid.

B. The Conpany has agreed to allot and issue to the Subscriber, a¡d the Subscriber has
agreed to subscribe fo¡ an aggregate of 400,000,000 new Shares representing 56.78%
of the issued share capital of the Company as enlarged by the Subslription Shares (as
defi¡ed below) at a subscription priceõf HK$0.20 each, upon the terms and subject to
the conditions set out in this Agreement

C. The Company has agreed to issue to the Subscriber, and the Subscriber has agreed to
subscribe for the Convertible Bond in the principal amount of HK$200,000,000, upon
and subject to the terms and conditions set out in this Agreement. Upon fi¡ll conversion
of the Convertible Bon{ an aggregate of 1,000,000,000 new Sha¡es representing
58'67% of the issued share capital of the Company as enlarged by the Subscription
Sha¡es and the Conversion Sha¡es (as defiend below). The óonversion price of the
Convertible Bond is the same as the subscription price.

D. Marigold Worldwide Group Limited ('Marigold") is the contolling sha¡eholder
(\Mithh the mea¡ing of the Listing Rules) of the Company and Mr. Yam Tak Cheung
C'Mr. Yam") is the legal and beneficial owrer of the enti¡e issued share capital of
Marigold. Marigold and parties acting in concert with it are holding in aggregate not
less than 39.14% of the sha¡es as at the date of this Agreement.

TERIVÍS AGREEI)

'l
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1. DEF'INTTIONSANDINTERPRETATION

1.1 In this Agreemen! the following words and expressions shall have the following
¡lsanings, unless the context otherwise requires:

ttAccounts"
meaff¡ the audited consolidated financial st¿tements
of the Group for the accounting period ended on the
Accounts Date (each such financial statement
comprising a balance sheet, profit and loss account
statement of change in equity and cash flow
statements);

mea¡N¡ 31 March 2007;

shall have the mearring as defined in the Takeove¡s
Code;

means the announcements (in the agreed form with
such emendments as may be required by the Stock
Exchange, the SFC or the Subscriber) to be releæed
by the Company in relation to this Agreement or
matters contemplated herein;

shall have 1[s msening as defined in the Listing
Rules;

means the boa¡d of directors of the Compaay fo¡ the
time being;

meâns a day on which licensed ba¡ks in Hoog Kong
are required to be and are generally open for
business (other than any Sæurday, Sr:nday or
gazetied.public holiday in Hong Kong);

(Accounts Date,

"acting in concertt

rAnnouncementstt

*associatett

sBoardtt

sBusiness I)ay"
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"Completion Datet'

St bslp tlor Agreed q ¡ (ac)

means the Bye-laws of the Company as a:nended
fiom time to time;

means 60,895,000 call options granted by the
Company to the grantee namely Mr. Wong Man llin,
Charles, pursuant to an option subscription agreement
dated 24 August 2007 whereby the grantee have the
rights to require, at any time during the option period,
the Company to procruo the delivery of one Share
upon exercise of each call option (in total 60,895,000
Shares) by way of issuance and allotment of the new
Shates at the exercise share price of HK$1.165 per
option;

means the cash offer for the ta¡sfer of all outstanding
Call Options to be made by the Subscriber in
accord¡nce with the Takeovers Code as described in
Clause 6;

mearu¡ the Central Clearing and Settlement System
established and operated by Hong Kong Secr¡¡ities
Clearing Company Limited;

means the certificate to be issued in respect of the
Convertible Bond in the form or substantially in the
form set out in Schedule 3;

means the circula¡ proposed to be sent to the
shareholders of the Company, with which is printed
the Notice;

meân.s any company or body corporate wherever
incorporated;

means Messrs. D. S. Cheung & Co. whose offices is
at 1910-1913, Hutchison House, 10 Ha¡court Road,
Central, Hong Kong

means the Companies Ordinance (Chapter 32 of the
Laws of Hong Kong);

mearx¡the simultaneous completion of the issue and
allohent of the Subscription Sha¡es and the issue of
the Convertible Bond by the Company to the
Subscriber in accordance \4'ith the terms and
conditions of this Agreement;

means tb¡ee Business Davs after all of the

(Bye.lawstt

"Call Options"

"Call OptÍon Offer"

*CCASS''

"Certificate"

ttCÍrculartt

ttcompanytt

íCompany's Solicitorst'

rtCompanies OrdinanceD

"Completiontt



sConditionstt

rrConsiderationtt

"Convertible Bond"

"Conversion Datett

"Conversion Noticett

t'Conversion Period"

"Conyersion Price"

ttConversion Shares"

sDeposit"

"I)irectorsD

rtEncumbrancett

rrExtraordinary General

Subwþtiø Agwent (ae)

Conditious have been fulfilled by the Company or,
as the case may be, waived by the Subscriber (or
such later date as the Pa¡ties may agree in writing);

means the conditions precedent specified in Clause
4.1;

means an emount equal to the nr¡mber of the
Subscription Shares multiplied by the Subscription
Price and the principal amount of the Convertible
Bond, to be paid by the Subscriber;

means the convertible bond (in the form of that set

out in Schedule 3) in the principal amount of
HK$200,000,000 to be issued by the Company and

subscribed by the Subscriber;

means the date on which the right to convert the

Convertible Bond is exercised by the Subscriber;

means the notice to be issued by the Subscriber to the
Company exercising the right to convert the
Convertibls Bond (all or part of) into the Convenion
Shares in the form or substantially in the form set out
in Schedule 4;

means the period semms¡sing from the date of issue

of the Certificate and ending on a date falling 36

months ofthe date of issue of the Certificate;

means HK$0.20 per Conversion Share;

means an aggregate of 1,000,000,000 Sha¡es to be

issued by the Company to the Subscriber upon fulI
conversion of the Convertible Bond;

meaffr a sum of HK$2,000,000;

means the directors of the Company, the names of
which are set out in Schedule 1:

means any mortgage, charge, pledge, lien,
(otherwise than arising by statute or operation of
law), equities, hypothecation or other encumbrance,
priority or secr.rity interest, whatsoever over or in
any property, assets or rigbts of whatsoever natiue
and includes any agreement for any of the sâñe;

mearì.s¡ the exhaordinary general meeting of the

6



Meeting'

ttExecutivett

ttGroup"

*Hong Kongtt

íIndependent Adviser,t

6rlndependent Shareholderstt

"Listing Committee"

'rlisting Rules"

ttl,ong Stop Datett

r6Main Boardt

"Management Accountst'

"Management Accounts
DateD

"Mafurity Date'

Company (or any adjournment of such meeting) to
be convened to consider the Resolutions set out in
the Notice;

means the Executive of the Corporate Finance
Division of the SFC;

means the group of companies comprising the

Company and its Subsidia¡ies. The expressions

"Group Company" and "member of the Group"
shall be construed accordingly;

meail¡ The Hong Kong Special Arlministrative
Region ofthe People's Republic of China;

mearx the independent fina¡cial adviser to the
Independent Shareholders in relation to the Share

Offer, the Call Option Offer and the Option Offer
pursuant to the Takeovers Code or any other relevant
rules and regulations;

means the disinterested holders of the Offer Shares,

Call Options or Options as defined under or
interpreted pursuant to the Takeovers Code;

meaûs the listing committee of the Stock Exchange;

means the Rules Goveming the Listing of Secu¡ities

oo the Stock Exchange;

mears 30 April2008 (or suchlater date as the Parties

may agree in writing);

means the Main Board of the Stock Exchange;

meâns the u¡audited consolidated balance sheet of
the Group a¡¡ at 30 September 2007 and the
r¡naudited consolidated profit and loss account of the

Group for the period. commencing from the day
immediately following the Accounts Date and

s¡rling on 30 September 2007 which a¡e contained
in the interim report of the Company;

means 30 September 2007 ;

means the last day for the Company to repay the

outstanding amoult under the Convertible Bond,
that is a date falling 36 months ofthe date of issue of

7Scbsrþllù Agtøent (æ)



*Notice"

6Offer Circulartt

sOffer Shares"

ttOpfionst'

"Option Offertt

"Partiestt

..PRC"

"Representative l)irector"

"Resolutionstt

the Certificate;

mea¡s the notice (to be included i¡ the Circular) in
a form satisfaotory to the Subscriber convening 1[s
ExEaordinary General Meeting;

meaff¡ 1þs ssmFosite offer docr¡ment to be circulated
jointly by the Subscriber and the Company to the
sha¡eholders of the Company containing
information regarding the Sha¡e Offer, the Call
Option Offer and the Option Offer in accordance

with the Takeovers Code and the Listing Rules;

means the existing issued Shares save and except for
Shares which are held by the Subscriber and parties

acttrg in concert with them;

means 9,129,570 share options granted by the
Companypwsuant to the share option scheme of the
Company adopted on 28 August 2003;

means the cash offer for the cancellation of all
outstanding 9,729,570 Options to be made by the
Subscriber in accordance with the Takeovers Code

as described in Clause 6;

means the named parties to this Agreement and

'?art5r" means any one of them;

means the People's Republic 6f Qhinq

has the msanìng ascribed to it in Clause 1 1.1;

means the resolutions to be considered by the
sha¡eholders of the Company (or, where applicable,
by the independent shateholders of the Company)
which are necessary to: (i) give effect to the

hansactions contemplated under this Agreement;
and (ii) comply witþ the Listing Rules and the
Takeovers Code an4 including:

(a) the approval of the terms of this Agreement;

O) the inc¡ease in the authorized share capital of
ttre Company from 900,000,000 Shares to
5,000,000,000 Shares;

(c) the approval of the issue and allotment ofthe
Subscription Shares; and

8Srbwiptia Àgreøent (æe)



"SFC"

ttSharestt

"Share Offertt

"Stock Exchanget'

"Subscribertt

rSubscription"

"Subscription Price"

"Subscription Sharestt

rSubsidiariesD

*Takeoyers Codett

ttTaxD

(d) the approval of the issue of the Convertible
Bond and the issue and allotuent of the
Conversion Shares;

me¿ms the Secu¡ities and Fuû¡res Commission of
Hong Kong;

means e¡dinar/ sha¡es of HK$0.1 each in the share

capital of the Company;

means the cash offer to be made by the Subscriber in
accordance with the Takeovers Code for the Offer
Shares as desoribed in Clause 6;

me¿¡.ns The Stock Exchange of Hong Kong Limited;

means Ascent Goal Inveshents Limited, a limited
liability compaûy incorporated under the laws of
British Virgrn Islands, a wholly-owned subsidiary of
Çhina Sonangol lntemational Limited, which is a
company incorporated under the laws of Hong Kong
whose main business scope is oil field investnents;

meaff¡ the subscription by the Subscriber for the
Subscription Shares and the Convertible Bond
purswrnt to a¡d in accordance with the terms hereof;

means HK$0,20 per Subscription Share;

means 400,000,000 new Shares representing
56.78% of the enlarged issued share capital of the
Company (immediately after Completion) to be

subscribed for in cash by the Subscriber pr.usuant to
and in accorda¡rce with the terms hereof;

has the meaning as atEibuting to it in section 2 of the

QemFanies Ordinance;

means the Hong Kong Code on Takeovers and

Mergers administered by the SFC;

means all forms of taration, deductions,
withholdings, duties, imposts, levies, fees, charges,

social security contributions and rates imposed,

levied, collected, wittrheld or assessed by any local,
municipal, regional, urban, governmental, ståte,

federal or other body in Hong Kong or elsewhere

and any interest, additional tanation, penalty,

9Stbw¡pr¡on Ageqenr (æ)



"Trading Day"

"Voting Rights"

ttWarranties"

surcharge or fine in connection therewith;

meani a full hading day upon which dealings take
place in the Shares on the Stock Exchange;

means¡ the voting rights (as defined in the Takeovers
Code) of the Company;

means the representations, wa¡ranties and

undertakings contained orreferred to in Clause 9 a¡d
in Schedule 2; and

means Hong Kong dollars, the lavrful currency of
Hong Kong.

1.5

1.6

1.2

1,3

T,4

1.7

1.8

r.9

s6FrKSrt

References in this Agreement to Clauses, Schedules and Appendices aro to clauses in
and schedules and appendices to this Agreement (unless the context otherwise requires).
The Recitals of Schedules and Appendices to this Agreement shall be deemed to form
part of this Agreement.

Headings a¡e inserted for convenience only and shall not affect the construction of this
Agreement,

The expressions the "Company", "Marigold", "Mr. Yam" and the "Subscriber" shall,
where the context permits, include their respective personal representatives and
successors.

Unless the context requires otherwise, words and expressions defined inthe Companies
Ordinance shall bear the same respective msmings when used in this Agteement.

Any references, express or implied, to stiatutes or statutory provisions shall be
construed as references to those statutes or provisions as respectiveþ amended or
re-enacted or as their application is modified from time to time by other provisions
(whether before or after the date hereof) and shall include any statutes or provisions of
which they are re-enachents (whether with or without modification) and any orders,
regulations, instruments or other suþs¡dinate legislation under the ¡elevant statute or
statutory provision. References to Sections of coosolidating legislation shall, wherever
necessa.ry or appropriate in the context, be constmed.as including references to the
Sections of the previous legislation from which the consolidating legislation has been
prepared.

References to spersonstt shall include bodies corporate, unincorporated associations
and par,herships (whether or not having separate legal personaliÐ.

References to vniting shall include any methods ofproducing or reproducing words in
a legible and non-transitory form.

In construing this Agreement:

Subsip¡iØ Agtcø€n! (æ) 10



1.10

(a) the rule known as the ejusdem generis rule shall not apply and, accordingly,
general words intoduced by the word "othe¡" shall not be given a reshictive
msaning by reason of the fact that they are preceded by words indicating a
particular class of acts, matters or things; and

(b) general words shall not be given a restriç1iyç nsanìng by reason of the fact that
they are followed by particul¿¡' s¡amFles intended to be embraced by the
general words.

All undertakings, obligations and other liabilities of expressed to be given by more than
one person under this Agreement are joint and several and, if any such person ceases to
be bound io *y respect, that \ryilI not affect the liability of the other person.

SUBSCRIPTION

Subject to the satisfaction of the Conditions, or the waiver of all or any of the
Conditions by the Subscriber pursuant to Clause 4.5, on Completion, the Company,
relying on the Subscriber's wa¡ranties under Clause 8, agrees to create, allot and issue
to the Subscriber and the Subscriber, relying on the Warranties, a$ees to subscribe for
the Subscription Shares, each at the Subsoription Price. The Subscrþtion Shares shall
rank pari passu in all respects with the existing Sha¡es in issue as at the Completion
Date and shall be allotted a¡d issued by the Company free from all liens, charges,
security interests, Encumbrances or other third party rights together with all rights
attaching thereto on and after the date of their allotnent including all dividends
decla¡ed or payable or distributions made or proposed to be made at any time by
reference to a record date falling on or after the date of allotnent of the Subscription
Shares.

The obligations of the Subscriber to subscribe for the Subscription Shares shall be
performed by the Subscriber itself or its respective nomìnees, provided that the
Subscriber shall give written notice to the Company of such nominatiou not less than
2 Business Days before the Completion Date.

TIIE COI{VERTIBLE BOND

Subject to the satisfaction of the Conditions, or the waiver of all or any of the
Conditions by the Subscriber pursuant to Clause 4.5, on Completion, the Company,
relying on the Subscribe¡'s warranties r:nder Clause 8, agrees to issue to the Subscriber
and the Subscriber, relying on the Warranties, agree to subscribe for the Convertible
Bond in the principal âmount of HK$200,000,000, being the subscription money for the
Convertible Bond.

CONSIDERATION

The Subscription Price payable to the Company on Completion by the Subscriber for
the issue and allotuent of the Subscription Shares shall be HK$0.20 per Share. The
aggregate Consideration payable by the Subscriber to the Company in respect of the

2.

2,1

2.2

2^.

3.

3.1

11Stbs¡ptiø Agreeæa (æ)



3.2

5.5

4.

4,1

Subscription Shares shall be HK$80,000,000, being the Subscription Price muitiplied
by the number of Subscription Sha¡es.

The princþal amount payable to the Company on Completion by the Company for the
subscription of the Convertible Bond shall be HK$200,000,000.

The Company and the Subscriber agree that on the date of this Agreement, the
Subscriber shall deliver to the Compmy a cheque in the sr::n of HK$2,000,000 drawn
in favou ofthe Company as payment of the Deposit.

CO¡IDITIONS

QemFletion of the Subscription under this Agreement shall be conditional upon the
following conditions being fulfilled (or being waived by the Subscriber in accordance
with Clause 4.5) at or before 5:00 p.m. (Ilong Kong time) on the Long Stop Date:

(a) the Sha¡es remaining listed and traded on the Stock Exchange at all times from
the date hereof to the Completion Date, save for any temporary suspension not
exceeding 10 consecutive Trading Days (except for the suspension for the
pr¡rpose of clearing the A¡nouncement), or such longer period as the Subscriber
may accept in writing, and no indication being received on or before the
Completion Date from the SFC and./or the Stock Exchange to the effect that the
listing of the Shares on the Stock Exchange will or may be withd¡awn or
objected to (or conditions will or may be attached thereto) as a result of
Completion or in connection with the terms of this Agreement;

(b) the authorized shæe capital of the Company being increased from 900,000,000
Sha¡es to 5,000,000,000 Shares.

(c) listing of and permission to deal in all of the Subscription Shares being granted

by the Listing Committee of the Stock Exchange (either unconditionally, or
subject to conditions which are acceptable to the Subscriber in its opinions);

(d) listing of and permission to deal in all of the Conversion Shares being granted

by the Listing Committee of the Stock Exchange (either r¡nconditionally, or
subject to conditions which are acceptable to the Subscriber in its opinions);

(e) passing of the Resolutions by the shareholders of the Company, other than
shareholders abstaining from voting as may be so required by law, the Listing
Rules or by the Stock Exchange and/or the SFC (as the case may be), at the
Exhaordinary General Meeting;

(Ð the granting of any other waivers, consents, authorizatíons, clearances and
approvals which are required from the sha¡eholde¡s of the Company, the Stock
þ¡ghange and/or the SFC, which the Subscriber reasonably considers are

necessary for the QsmFletion and the implementation of the other matters
contemplated under this Agreement;

fubwlption Agnøent (æ) 12



4.2

(g) the Wa¡ranties remaining true and accurate in all material respects, and not
misleading in any material respec! as given on the date hereof and at
Completion; and

(h) the Conopany having complied fully with its obligations under Clause 9 in all
material respects and likewise having performed in all material respects all of
the covenants and agreements required to be performed by it r¡nder this
Agreement on or prior to the Completion Date.

The Company undertakes to the Subscriber:

(a) to use its reasonable endeavor¡¡s to procrue the fulfilment of the Conditions
(insofar as relating to the Company) as soon as practicable and in aoy event at
or before 5:00 p.m. (Hong Kong time) on the Long Stop Date;

(b) without prejudice to the generality of Clause 4.2(a), to use its reasonable
endeavou¡s to pos! and to do nothing to prevent or delay the posting of a
Circula¡ to its sha¡eholders in accordance with the provisions of the Listing
Rules contaìning a recommendation to such shareholders to vote in favou of
the Resolutions contained in the Notice at the Extao¡dinarv General Meetine of
the members ofthe Company;

(c) to procure ttrat the said Resolutions are properly proposed and put to the said
þ¡tr¿s¡din¿ry General Meeting and not withdrawn; and

(d) to use its reasonable endeavou¡s and as soon as practicable to convene the
Extraordinary General Meeting to approve the Resolutions and not to adjoum
the said Extaordinary General Meeting save as may be required by law, the
Listing Rules, or pursuant to its ByeJaws.

The Subscriber undertakes to the Company to provide necessary information as may be
reasonably required by the SFC or the Stock Exchange for inclusion in the Circular
referred to in Clause a.2þ) or for the granting of the waivers and consents required
under Clause 4.1(Ð.

If at any time the Compaay becomes aware of a fact or circr¡mstance that might prevent
or materially delay any of the Conditions being satisfied, it shall promptly notify the
Subscriber.

The Subscriber may in its absolute discretion at any tie waive in writing any of the
Conditions (or any part thereof) and such waiver may be made subject to such terms
and conditions as a¡e determined by the Subsc¡iber. The Subscriber shall not be entitled
to exercise such right of waiver in respect of Clauses 4,1(b), 4.1(c), 4.1(d), 4.1(e) and
4. 1(Ð if as a result of such waiver the Company would be in breach of the Listing Rules,
o¡ the rules or regulations of any relevant governmental, statutory or regulatory
authority or agency, or a¡y other person or body, in Hong Kong, the PRC or Bermuda
with respect to the matte¡s contemplated by Clauses 4.1(b), 4.1(c), 4.1(d), 4.1(e) and
4.1(Ð.

4.3

4.4

4.5
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4.7

4.6

4.8

Any waiver by the Subscriber r¡nder this Clause 4 is without prejudice to any other
rights which the Subscriber may have under this Agreement.

The Company shalt give notice to the Subscriber that the Conditions set out in Clause
4.1 have been satisfied as soon as becoming aware of that fact.

The Subscriber shall be entitled to terminate this Agreement fofhwith by notice to the
Company if:

(a) the Board withdraws its ¡ecommendationto its shareholde¡s to vote in favoru of
the Resolutions; or

(b) the Board proposes or recommends any alternative proposal in relation to the
Group,

and upon such notice being given the provision of Clause 4.8 shall apply as if the
Agreement had terminated in consequence of non-fulfilrnent of any of the Conditions.

In the event any of the Conditions is not fulfilled (or being waived by the Subscriber
pursuant to Clause 4.5), on or before 5:00 p.m. on the Long Stop Date, the obligations
ofthe Pa¡ties undertl'is Agreement shall forthwith cease to be of any effect, none ofthe
Parties shall be bor¡nd to carry out the remaining terms ofthis Agreemen! the Company
shall refi¡nd the Deposit to the Subscriber in full (without interest) a¡d no Party shali
have any right to damages or ¡eimbursement for any cost and expenses that it may have
incr¡¡red in connection with or arising out of this Agreement o¡ the failwe to complete
the Subscription" except for this Clause 4 and Clause 1 @efinitions and Interpretation),
Clause 12 (Restrictions on Announcements), Clause 13 (General), Clause 14 (Notices)
and Clause 15 (Govenring Law and Submission to Jruisdiction) which shall continue to
remain in force or any çleim5 arising out of any antecedent breach of this Agreement or
any accrued rights or remedies of any Party arising prior to such date.

COMPLETION

Subject to fulfilment (or, where appropriate, waiver by the Subscriber pwsuant to
Clause 4.5) of the Conditions, Completion shall take place on Completion Date at the
office of the Subscribe¡'s Solicito¡s when all (but not some only) of the events
described in this Clause 5 shall occtr.

On or befo¡e Completion, the Company shall:

(a) delive¡ or cause to be delivered to the Subscriber o¡ to the order of the
Subscriber:

(Ð a ce¡tified copy of the boa¡d resolutions of the Company approving,
amongst ottrers,

(1) the execution and comFletion of this Agreement;

4.9

J.

5.1

5.2
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Ø the alloturent and issue ofthe Subscription Shares in accordance
with this Agreement and the enty of the Subscriber (or its
¡eminses) in the register of members in respect of such Shares;

(3) the issue of the Convertible Bond and the Certificate in
accordance with this Agreement;

(4) the resignation of all the existing directors of the Company with
effect from the Completion Date;

(5) the appointment of up to 4 persons as the Subscriber shall
nominate on or befo¡e 7 days prior to the Completion Date as

directors of the Company with effect from the Completion Date;
and

(6) any necessary actions to be undertaken by the Directo¡s for the
purpose of giving effect to the above Board resolutions;

(iÐ a certificate stating that (l) the Conditions have been satisfied; and (2)
that each of the Wa¡ranties ¡s6ains true, accurate and not misleading;

(iiÐ such documents as may be required to give a good title to the
Subscription Shares and to enable the Subscriber and/or its nominees to
become the registered holders of them;

(iv) r:ndated resignation letter in the approved form ûom each of the existing
di¡ectors of the Company;

(v) such othe¡ docr¡ments as the Subscriber may reasonably request in
order to give them the fulI benefit of this Agreement in respect of the
Subscription Shares and the Convertible Bond;

(vi) the Certificate duly executed and issued in favour of the Subscriber;

(b) allot and issue the Subscription Sha¡es to the Subscriber (or its nominee(s)) and
shall promptly cause to be registered without registration fee the Subscriber (or
its nominee(s)) onto the register of members of the Company, and either: (i)
deliver to the Subscriber a definitive share certificate in respect of the
Subscription Shares in the nanre of the Subscriber or such other person as it may
direct; or (ii) deposit the same in CCASS as it shall direct, in each case as it may
at its option require by giving not less than two Business Days prior notice in
unitiog to the Company; and

(c) deliver or cause to be delivered to the Subscriber a copy of the letter ûom the
Stock Exchange con-firming that the Listing Committee has granted listing of
and perrnission to deal in the Subscription Sha¡es and the Conversion Shares.

At Completion, the Subscribe¡ shall:
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5.4

(a) deliver or cause to be delivered to the Company application letter in respect of
the Subscription Shares to the Company;

(b) deliver or cause to be delivered to the Company a certified copy of the
resolution of the board of directors of the Subscriber and/or íts nominee,
approving, amongst others, the execution of this Agreement and the application
for the Subscription Shares;

(c) pay ot cause to be paid to the Company the Consideration (deducting the Deposit
already paid) in satisfaction of the consideration of the Subscription Shares and
the Convertible Bond to the designated account notified by the Company 2
Business Days prior to the Completion Date; and

(d) deliver or cause to be delivered to the Company letters of consent to act as

di¡ectors by up to 4 persons as the Subscriber shall nominate.

The Subscriber shall not be obliged to complete this Agreement or perfomr any
obligations hereunder unless the Company complies fully with the requirements of
Clause 5.2. If the Company fails to comply with the obligations in Clause 5.2, then
without prejudice to any other remedies which may be available to the Company on the
Completiou Date, the Subscriber may:

(a) defer Completion to a date fatling not more than 28 days after the original
ComFletion Date (and the provisions of this Clause 5 shall still apply to the
defened Completion) provided that time shali be of the essence as rega¡ds the
defened Completion and if Completion is not effected on such defened date,
the Subscriber may rescind this Agreement and claìm damages from the
Company and the Company shall immediately retu:n the Deposit in full to the
Subscriber; or

(b) proceed to Completion so far as practicable þut without prejudice to the
Subscriber's rights hereunder) insofar as the Company shall not have complied
with its obligations hereunder; or

(c) teat this Agreement as terminated for breach by the Company of a condition of
this Agreement andthe Company shall immediately returnthe Deposit (without
interest) in fiÍlto the Subscriber.

Simultaneous Completion: The Company and the Subscriber shall not be obliged to
complete the subscription of any of the Subscription Sha¡es and the Convertible Bond
rrnless the subscription of all the Subscription Sha¡eí and the Convertible Bond a¡e
completed simultaneously.

V/ithout prejudice to any other remedies available to the Subscriber, i{ following
satisfaction of the Conditions, the Company fails to complete this Agreement on the
Completion Date (other than as a result of the sole default of the Subscriber), the
Subscriber shall have the right to seek specific performance of this Agreement.

Of,.FER

5.5

5.6
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6.1 The Subscriber undertakes to the Company, following and subject to Completion, to
comply with its obligations under the Takeovers Code; and in particular to make tire
Share Offer to holders of the Offe¡ Sha¡es, the Call Option Offer for the fansfer of all
Call Options and the Option Offe¡ for the ca¡cellation of all issued Options as refer¡ed
to below in this Clause. Following Completíon and in accordance with the Takeoyers
Code, the Subscriber and the Company shall use their respective reasonable endeavous
to procure the despatch by such date as is required under the Takeovers Code (or such
later date as may be approved by the SFC and agreed in writing between the Parties) to
all holders of the Offer Shares on the register of members of the Company and to all
holders of the Call Options and the Options as at the latest practicable date stated in the
Offer Circular, the Offer Circular containing:

(a) an unconditional general offer by the Subscriber (and parties aoting in concert
with it) to acquire the Offer Shares at an offerprice of HK$1.30 per Offer Share,
in accordance with the Takeovers Code and providing that the Offer Shares

assented to the Sha¡e Offer shall be ûee and clear of all liens, charges and
encumb¡ances whatsoeve¡ a¡d have all rights a.s at the Completion Date or
the¡eafter attaching thereto (including the right to all dividends and disfibutions
declared, paid or made on or afte¡ the Completion Date), and providing fufåer
that the Subscriber sball pay stamp duty arising on the purchase of the Offer
Shares and acceptingholders of Offer Shares shall pay stamp duty arising on the
sale of the Offer Shares assented by them pursuant to the Share Offer;

(b) an unconditional general offer by the Subscriber (and parties acting in concert
with it) for the tansfer of all Call Options on such terms as are required by the
Takeovers Code and/or in accordance with such di¡ections as the SFC may give,
provided that the offer price for such Call Options shall adopt the "see-through
price" forthe underlying Sha¡es the subject of such Call Options;

(c) a¡ unconditional general offer by the Subscriber (and parties acting in concert
\¡rith it) for the cancellation of all issued Options on such terms as are required
by the Takeovers Code and/or in accordance with such directions a¡¡ the SFC
may give, provided that the offer price for such Options shall adopt the
"see-tbrough price" for the underlying Shares the subject of such Options;

(d) a recommendation by an independent commiffee of the Board of the Company
(if one needs to be established) and by the Independent Adviser in relation to the
Share Offer, the Call Option Offer and the Option Offer; and

(e) such other information as may be required by the Takeovers Code or as may be
required by the SFC or the Stock Exchange.

The Subscribe¡ shall furthe¡ procrrre that the appropriate forms of acceptance and
tansfer shall be despatched together with each copy of the Offer Circular.

Each of the Parties shall use its respective reasonable efforts to secure, ifnecessary, the
consent of the SFC and the Stock Exchange to the posting of the Offer Circula¡
containing the Sha¡e Offer, the Call Option Offe¡ and the Option Offer afte¡

6.2

6.3
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6.4

Completion and in acco¡dance with the requirements under the Listing Rules and the
Takeovers Code.

The Pa¡ties hereby undertake to and with each other that they will each use all
reasonable endeavows to supply such information as may be reasonably necessary to
be included in the documents to be despatched or the announcements to be issued
pursuant to the Takeovers Code in connection with the Share Offer, the Call Option
Offer and the Option Offer, take respective responsibility for such i¡formation and
authorize the publication, despatch and/or release of such documents and
announcements.

WARRÄNTIES

The Company represents, wa¡rants and r¡ndertakes to the Subscriber that each Warranty
is true, accu¡ate and not misleading.

The Warranties shall be qualified by (i) such disclosures as shall be made by the
Company prior to the Completion Date in its Accounts, Management Accounts, annual
reports, interim reports, announcements, circula¡s and/o¡ docr¡ments published in the
press or (as the case may be) despatched to its respective sha¡eholders, and disclosrues
prior to the Completion Date regarding the Company pursuant to the Listing Rules or
the Secr:rities and Futrues Ordinance (Chapter 571 ofthe Laws of Hong Kong) and (ii)
all i¡formation contained in or can be reasonably deduced from docr¡ments (in any
format) disclosed by the Company to the Subscriber during due diligence. No claim
will lie against the Company in respect of any matter fully and fairly disclosed as

referred to above.

The Company r¡ndertakes to promptly notify the Subscriber of any matter occurring
prior to Completion which constitutes a breach of or is inconsistent with any of the
Wa¡ranties or which rende¡s any of the Waranties inaccurate or misleading (or vihich
would constiûrte a breach of or be inconsistent with any of the Warranties, or rende¡
any of them inaccurate or misleading, if the Warranties were given at the time of such

occurrence) immediately upon becoming aware of the same.

The Company acknowledges that the Subscriber rl entering into this Agreement in
reliance on the War¡anties and other representations made by the Company i¡ this
Agreement and none of the Wa:ranties shall be limited or restricted by reference to or
i¡ference from the terms of any other Wananties or any other term of this Agreement.

Each of tbe Wa¡ranties shall be separate and independent to the intent that the
Subscriber shall have a separate claim ¿1¿ right of action in respect of any breach
thereof and save as expressly provided herein shall not be li¡nited by reference to
anything else in this Agreement.

The Company shall procure that the Wa¡ranties are true and accu¡ate as at the date of
this Agreement and up to and including 16. Q6mFletion Date and, for this purpose, the
Warranties shall be deemed to be repeated at ComFletion and any express or imPlied
reference therein to the date of this Agreement shall be replaced by a reference to the
date of Completion.

7.

7.1,

7.2

7.3

7.4

LJ

7.6
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7.7 The Warranties shall not in any respect be affected or extinguished by Completion,

7 .8 The Subscriber may rescind this Agreement by notice in writing to tle Company if:

(a) it is apparent on or befors Qempletion that the Compa:ry is in material breach
of any of the relevant Wa¡ranties or a¡y other term of this Agteement; or

(b) any obligation of the Company hereunder has not been duly and promptly
ñ¡lfilled orperformed.

7.9 No claim by the Subscriber shall be prejudiced in consequence of any information
relating to the Group which may have at any time come to the knowledge of the
Subscriber or any investigation made by it.

7.10 The Subscriber shall be entitled to claim both before and afte¡ Completion that any of
the Wa¡ranties is or was r¡ntrue or misleading or has or had been breached even if the
Subscriber discovered or could have discovered on or before Completion that the
Warranty in question was untrue or misleading as aforesaid or had been breached as

aforesaid and Completion shall not in any way constitute a waiver of any of the
Subscriber's rights.

7.II The Company shall not, and shall use its reasonable endeavours to procure that no
Group Company shall, do or allow or proctue any act or omission on or before
ComFletion which would constitute a breach of any of the Warranties if they were
given at Completion or which would make any of the Warranties inaccr¡ate or
misleading ifthey \ryere so given.

7.I2 The Company hereby undertakes to indemnify and keep indemnified the Subscriber
from and against all and any losses e¡ damages actually suffered, and all and any
interes! costs or expenses whatsoever actually incurred, by the Subscriber as a result
of:

(a) the failue of any of the Warranties to be true and conect as of the date of this
Agreement or as of Co-Fletion; or

(b) any breach of any of the agreements, undertakings and covenants made by the
Company in this Agreement;

inclurling but not limited to the greater of: (i) any áiminution in the value of the
Subscription Shares actually subscribed by the Subscriber pnrsuant to this Agreement;
and (ü) an amount equal to any liability or atry increased or substituted liability or any
loss suffered or incuned by the Subscriber which would not have subsisted or been
suffered if there had been no breach of the Wananty in question; and any costs,
expenses or other liabilities which the Subscriber may actually incu either before or
after the commencement of any action in cornection with: (x) any legal proceedings in
which the Subscriber claims that any of the Warranties, agreements, undertakings and
covenants has been breached or is untue, inacourate, misleading or not performed and
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in which fi"al judg¡rent is given for the Subscriber; or (y) the enforcement of any final
settlement of, or final judgment in respect of such claim.

7.13 The rights and remedies of the Subscriber in respect of any breach of the Wa¡¡anties
shall not be affected by Completioq by any investigation made by or on behalf of the
Subscriber into the affai¡s of the Company or any of its Subsidiaries, by the giving of
any time or other indulgence by the Subscriber to any person, by the Subscriber
rescindi¡g, or failing to rescind, this Agreement, and any specific waiver or relea.se by
the Subscriber in relation to the Wa¡ranties shall not prejudice or affect any remaining
rights or ¡emedies of the Subscriber.

7 .I4 If any sr.rm payable by the Company under this Clause 7 shall be subject to ta>r (whether
by way of deductioo e¡ y¡ithholding or direct assessment of the person entitled thereto)
such pa¡m.ent shall be increased by such an amount as shall effrure that after deduction,
withholding or palmrent of such tan, the recipient shall have received a net amount
equal to the payment otherwise required hereby to be made.

8. REPRESENTATION AIYD WARRANTIES BY THE SUBSCRIBER

8.1 The Subscriber represents and warrants to the Company at any time subsequent to the
execution of this Agreeme,nt and prior to Completion that:

(a) it has full power and authority under its constitutional documents to enter into
this Agreement and this Agreement has been duly authorized and executed on
its behalf, is legal, valid a¡d binding obligation on it, and is enforceable against
it in accordance with its terms;

(b) it is duly incorporated and is validly existing r¡nder the laws of its place of
incorporation;

(c) it is independent of and is not connected with any of the directors, chief
executive or substantial sha¡eholders (as interpreted under the Listing Rules) of
the Company or any of its Subsidiaries or any of thei¡ respective associates; and

(d) it (or, as the case may be, its nominee) shall accept the Subscription Shares that
are issued to it subject to the Bye-laws.

9, UNDERTAKINGS ÄI.[D INDEMMTTES GIVEN BY THE COMPA}I-Y

9.1 The Company hereby undertakes with the Subscriber fhat at any time subsequent to the
execution of this Agteement and prior to Completion that except with the prior written
consent of the Subscribe¡ or save as contemplated in or required by this Agreement:

(a) the business of the Company will be ca¡ried on in the orrlinary and normal
course and that no amendment will be made to the memorandum and articles of
association of any member ofthe Company;
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(b) no alteration \¡/ill be made to the authorized and issued share capital of the
Company save as that contemplated in this Agreement and no options or rights
shall be granted by the Company in respect of the same;

(c) the Company will not ente¡ into any service agreement with any director or
employee which provides for an a¡nual remuneration package exceeding
HK$300,000 a:rd no amendment will be made to any such existing agreement;

(d) other than in the ordinary course of business of the Group, no disposal of the
business or anyproperty or assets of the Company or any of its Subsidia¡ies in
an amount which is in excess of HK$500,000 u¡ill be made to any person or
third party;

(e) other than in the ordinary course of business of the Company, and save for any
expenses incuned by the Company in corurection with this Agreenrent and
related ta¡sactions and any transaction contemplated under Clause 9.1(h), no
material liability (including contingent liability) involving a value in excess of
HK$500,000 will be assumed or created by the Company;

(Ð no proposal fo¡ the winding up or liquidation of the Company will be made;

(Ð no acquisition of any interest in any company by the Company will be made by
it;

@) no gnarantee, indemnity, surety, mortgage, lien (other than a lien arising by
operation of law), charge, encr¡mbrance or other security interest of any nature
whatsoever in respect of all or any part of the undertaking, property or assets of
the Company created or given to secu¡e the liabilities or obligations of any
petson other than any member of the Group save and except the rental guarantee
to be given by the Company in the maximum amor¡nt of HK$1,737,619.2 for
the period commencing from 23 January 2008 and expiring on 22
January 2009;

(Ð other than in the ordinary course of business of the Company, no borrowings or
other indebtedness or obligation inthe natu¡e ofbonowings (including, without
limitation, obligations pursuant to any debentue, bond, note, loaq stock or
other security of the Company and obligations pusuant to finance leases) in an
amount in excess of HK$500,000 in respect of each such borrowing or other
indebtedness or obligation will be made save and except borrowings or other
indebted¡ress or obligations owed to any member of the Group;

(t) other than advances in the ordinary cowse of business of the Company, no
advance or loau of money by the Company (save and except any advance or
loan to any membe¡ of the Group) in an amount in excess of HK$500,000 in
aggregate will be made;

ß) no litigation involving the Company will be settled or abandoned by the
Company, and no admission of liability will be made by or on behalf of the
Company in each case in respect of any claim ¡yolving an amount in aggregate
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9.2

in excess of HK$100,000, save and except for litigation or claims relating to
debt collection in the ordinary course of business of the Company; and

(1) other than in the o¡dinary coruse of business and save for any expenses incuned
by the Company in connectionwiththis Agreement and related transactions, no
agreement s¡ semmitment which is not capable of being terminated at law
without compensation at any time with tb¡ee months' notice or less or which
involves or may involve a total a¡nual expenditure in excess of HK$500,000
will be made by the Company.

The Company hereby covenants and agrees with the Subscriber that they will fully and
effectually indemnify and at all times keep fully and effectually indemnified the
Subscriber ûom and against any losses, damages a¡d liabilities suffered or incurred by
the Subscriber and any reasonable costs (including all legal costs), expelu¡es or other
liabilities which the Subscriber may reasonably and properly incur in connection with
any legal proceedings against the Company or the enforcement of any settlement or
judgment.

LIMITATION OF' TIIE WARRANTIES

Sr:rvival of the Warranties: The Wananties shall sr¡rvive the Completion and remain in
full force and effect until the expþ ofthe periods set out inthis Clause 10.1 as follows:

(a) no cl¡ims may be made in respect of any breach of the Waranties after the end
of 12 months after the ComFletion Date;

(b) if a claim or notice is given with respect to a breach of the Warranties prior to
the applicable expiration date, the representation or warranty relating to such

breach of the V/ananties shall remain in full force and effect until the later of:

(Ð the expþ of the periods set out in this Clause 10.1; and

(ü) the expþ of the period of 6 monfu starting on the date of notification
of the claim, unless legal procesdings in respect of the claim has been

instituted prior to the expiry of such 6 montls period against the
Company.

Limitation of liability: The am6un1 of the liability of the Company in respect of any
breach of the Waranties shall be limited as follows:

the mærimum liability of the Company shall not exceed the Consideration;

no liability shall attach to the Company unless and r:ntil the aggregate nmount

of the liabilities of the Company shall exceed the sum of HK$1,000,000 but if
the liabilities exceed that sr¡m the Company shall be liable for all such claims
and not the excess only;

no claims may be made in respect of any matters which have been reasonably
and fairly disclosed, qualified or withheld in accordance with Clavse 7.2,

10.

10.1

10,2

(a)

(b)

(c)
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10.3 Exclusion of liability: The Company shall not be liable for any breach of the
Warr¿nties:

(a) to the extent that provision or reserve in respect thereof has been made in the
Accounts, or the Management Accounts;

(b) which a¡ises as a result of legislation which comes into force after the date
hereof and which is rehospective in effect;

(c) which, being a liability in respect of ta<ation, arises by reason of an inuease in
the rates of tar<ation since the date of this Agreement or of an increase in the
rates of ta¡ration made after the date hereof with retospective effect or for
which any member of the Group is primarily liable; or

(d) which a¡ises a.s a result of a change in accor¡nting policies after Completion.

11. BOARD OF DIRECTORS OX' THE COMPAI{Y

I 1.1 In addition to the appoinhent of up to 4 di¡ectors to the Boæd as specified in Clause
5.2(a), the Subscriber shall also be entitled (by notice in writing to the Company)
jointly to appoint up to 4 persons to any committees of the Board (the "Representative
Directors" and each one of them the "Representative Director") and, by the same means,
to remove and replace any such director and Representative Di¡ector provided that any
such director and Representative Director shall have complied \r'ith ali requirements of
the Listing Ruies relevant to his position as di¡ector of the Company and/or a
committee member of the Board and provided fi¡¡ther that in the case of removal and
replacement the Subscriber shall be jointly responsible for procuring the written
resignation stating that there is no claim against the Company of the removed or
replaced director or Representative Director pursuant to the ByeJaws.

Ll.2 If the Subscriber so requests, the Representative Director shall also be appointed to the
boa¡d of any other member of the Group and by the sa¡ne means removed and replaced
and the Company shall procure that such appointuent or removal is made provided that
in the case of removal or replacement the Subscriber shall be jointly responsible for
procuring the written resignation stating that there is ¡e slaim against the Company of
the removed Representative Di¡ector.

12. RESTRICTIONS ON ANNOUNCEMENTS

I2.1 None of the Parties shall, without the prior written consent ofthe other Pa¡ties, disclose
the terms of or any matters refened to in, this Agreement except to its professional
advisers and senior management whose province it is to know such terms or matters
and to those persons to whom it may be necessary to disclose such terms or matters for
the puqpose of or in connection with this Agreement and subject as required by law or
by the Stock Exchange, the SFC or any otler relevant authorities in Hong Kong or
elsewhere or by virtue of the Listing Rr:les, the Takeovers Code or of any other
regulatory requirements.
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l2'2 No Party shall, prior to Completion and thereafter, make any public announcement in
relation to the tra¡sactions the terms of which are set out in this Agreemont or the
transactions or arrangements hereby contemplated or herein referred to or any matter
ancillary hereto or thereto without the respective prior consent of the other Parties
(which consent shall not be un¡easonably withheld or delayed).

12.3 This Clause shall not apply to any announcement required to be made pursuant to the
Listing Rules or the Takeovers Code as to the contents of which the Pa¡ty making the
same shall have obtained the other Parties' consent (which consent shall not be
unreasonably wittrheld or delayed).

13. GEIYERAL

13.1 This Agreement shall be binding upon and enure for the benefit of the estates, personal
representatives or successors ofthe Parties.

13.2 This Agreement (together with any documents referred to herein) constitutes the whole
agreement between the Pa¡ties and supersedes any previous agreements or
arrangements between them relating to the subject mattff hereof. It is expressly
decla¡ed that no va¡iations hereof shall be effective unless made in witing signed by
duly authorized representatives of the Parties.

13.3 All of the provisions of this Agreement shall ¡s¡¡ain in full force and effect
notwithstanding Completion (except insofa¡ as they set out obligations which have
been fully performed by the Pa¡ties at Completion).

13.4 If any provision or part of a provision of this Agreement shall be, or be found by a¡y
authority or cou¡t of competent jurisdiction to be, invalid or r¡nenforceable, such
invalidity or unenforceability shall not affect the other provisions or parts of such
provisions of this Agreement, all of which shatl remain in full force and effect.

13.5 Any right of rescission or termination of this Agreement confened upon any Parfy
hereby shall be in addition to and without prejudice to all other rights and remedies
available to it (and, without prejudice to the generality of the foregoing, shall not
extinguish any right to damages to which the relevant Party may be entitled in respect
of the breach of this Agreement) and no exercise or failure to exercise such a right of
rescission shall constitute a waiver by that Party of any such other right or remedy.

13.6 Each Party may release or compromise any liability of the other Party hereunder o¡
grant to the other Parfy any time or other indulgence without affecting any liability of
the other Party herewrder,

L3,7 No faihue of any Parfy to exercise, and no delay or fo¡bearance in exercising, any right
or remedy in respect of any provision of this Agreement shall operate as a waiver of
such right or remedy.

13.8 This Agreement may be executed in one or more counterparts, and by the Pa¡ties on
separate counterparts, but shall not be effective until each Party has executed at least
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14.

one counterpa¡t and each such counterpart shall constitute an original of this Agreement
but all the counterpa¡ts shall together constitute one and the same instrument.

NOTICES

Any notice requhed to be given by any Parly to the other Pa¡ties shall be deemed
validly served by hand delivery or by prepaid registered letter sent througb the post
(aimail if to an overseas address) or by facsimile ta¡smission to the number given
herein or such other address as may from time to time be notified for this purpose and
any notice served by hand shall be deemed to have been served on delivery, any notice
served by facsimile ta¡smission shall be deemed to have been served when sent and
any notice served by prepaid registered letter shall be deemed to have been served 48

hours (72 horus in the case of a letter sent by airnail to a:r address in another country)
after the time at which it was posted and in proving service it shall be sufficient (in the
case of service by hand and prepaid registered letter) to prove that the notice was
properly addressed and delivered or poste{ as the case may be, and in the case of
service by facsimile ta¡smission to prove that the ta¡smission was con-firmed as sent

by the originating machine.

Each notice, demand or other communication given or made r¡nder this Agreement
shall be in writing and delivered or sent to the relevant Party at its address or fær
number set out below (or such other address or fær number as the addressee has by five
days' prior written notice specified to the other Parties):

To the Company:

Address: Room 1507, 15d'Floor, Office Tower, Convention Plazaa 1 Hæboru
Road, Wanchai, Hong Kong

Attention: Mt. Alvin Lerrng
FuNnmber: (852) 2511-9807

To the Subscriber:

Address: 22ß,Wotld'Wide House, Central Hong Kong
Attention: Mr.KelvinKwan
Fæ< Number: (852) 2501-0028

GOVERI.TING LA\ry AND SUBMISSION TO JURISDICTION

This Agreement shall be governed by and construed in accordance with the laws of
Hong Kong and the Pa¡ties hereby irrevocably submit to the non-exclusive jurisdiction
of the Hong Kong courts for the purpose of enforcing any claim arising hereunder,

15.
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SCMDI]LE 1

DETAILS OF TI{F' COMPAI\¡-Y

1. Company number: EC-20366

2. Address of registered office: Cla¡endon House, 2 Church Steet, Harnilton HM
11, Bermuda

3. Principal Hong Kong Office: Room 1507, 15ü Floor, Office Tower,
Convention Plaz.+ I Harbour Road, Wanchai,
Hong Kong

4. Registrar and Transfer Ofüce: Union Registars Limited
Rooms 1901 -l902,Fook Lee Commercial Cenfre,

TownPlace, 33 Lockùart Road, Wanchai,
Hong Kong

5. Date and place of incorporation: 6 January 1995, Bermuda

6. Authorized share capital: HK$90,000,000 divided into 900,000,000 shæes

of HK$0.10 each

7. Issued share capital: 304,478,584 ordinary shares of HK$0.10

8. I)irectors: Managing Di¡ector:
Leung Hermg Ying, Alvin

Executive Directors:
Chung Oi Ling, Stella
Lo Chi Ho, William

Independent Non-executive Directors:
Lo Ming Chi, Charles
On Joseph \{'/¿i $hing
Wong Ngao San, Marcus

9. FinancialYearEnd: 3l March

10. Company Secretary: Choy Siu Ching

11. Auditors: Shinewing (FIK) CPA Limited

12. Others: Options Subscription Agreement dated 24

August 2007 has been made between Mr. Wong

Man Hin, Cha¡les andthe Company in respect of
the granting of options to Mr. Wong Man Hin,
Cha¡les to subscribe for 60,895,000 Shares in the
capital of the Company at an exercise share price

of HK$1.165 per Share
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SCHEDI]LE 2

\ryARRANTIES

In this Schedule u¡less the context otherwise indicates each of the Wa¡ranties shall be deemed
to be repeated mutatis mutandis in relation to the Company.

1. The Accounts

l.l The Accounts have been prepared in accordance with the requirements of all relevant
laws and applicable st¿tements of st¿nda¡d accounting practice and with good and
generally accepted accountancy principles and practice and are complete and accu¡ate
in all respects and show a true and fai¡ view of the state of affairs of the Company and
of its results and profits for the fi¡ancial period ending on the Accounts Date and:-

1.1.1 depreciation of the fixed assets of the Company has been made at arate
sufficient to write down the value of such assets to nil not later than the end

of thei¡ useful working lives;

I.I.2 slow moving stock has been written down appropriately and unrecoverable
wo¡k in plogress and redundant and obsolete stock has been wholly written
offand the value attributed to the remaining stock did not exceed the lower
of cost or net ¡ealisable value at the Accounts Date on a going concem basis;

1.1.3 the Company's stock in trade and work in progress has been valued on a
basis in all material respects consistent with that adopted for the purpose of
the Company's audited accounts inrespect of the beginning and end of each

of the last tl¡ee preceding accounting periods.

1.2 The Accounts disclose and make full provision or reserve for all actual liabilities.

1.3 The Accounts disclose and make full provision or reserve for or note all contingent,
unquantified or disputed liabilities, capital or brudensome commiûnents and defened
orprovisional Tær.

L4 Full provision or reserve has been made in the Accounts for all Tæ< including defened
or provisional taxation in respect of all accounting periods ended on or before the
Accounts Date for which the Company was then or migbt at any time therea.fter become
or have become liable including ('trithout limitation) Tax:-

I.4.1 on o¡ in respect of or by reference to the profits, gains or income for any
period ended on or before the Accor¡nts Date; or

t.4.2 in respect of any event before the Accouuts Date including distributions
made and charges on profits, income or assets on or before such date.

1.5 The bases and policies of accounting of the Company (including depreciation) adopted
for the purpose of preparing the Accounts a¡e the same as those adopted for the purpose
of preparing the audited accounts of the Company for each of the last tbree preceding
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t.6

r.7

accounting pedods.

The Company has not facto¡ed any of
arrangement of a type which would not
Accounts.

entered into any financing
shown or reflected in the

Except as disclosed in the Accounts there a¡e at the date hereof:-

L7J no loans, guarantees, material undertakings, material commihents on
capital account or unusual liabilities, actual or contingent, made, given,

entered into or incu¡red by or on behalf of the Company;

1.7.2 no mortgages, chalges, liens or other simila¡ encumbrances on the assets of
the Company or any part thereof; and

I.7.3 no outstanding loan capital or other loans to the Company.

None ofthe amounts secrued by the mortgages, charges, liens or similar encumbrances
disclosed in the Accounts has þssa increased beyond the amounts shown in the
Accounts and no mortgage, charge, lien or simila¡ encumbrance has been created after
the Accounts Date.

Manaeement Accounts

The Management Accounts have been prepared ìn accor,lance with the accounting
policies of the Company and on a consistent basis with the montbly management
accounts of the Company and show a fai¡ view of the assets and liabilities and profits
and losses of the Company up to 30 September 2007.

Tax. Records and Retums

No event, act tansaction or omission has occr:¡red or shall occur between the

Management Accounts Date and Completion which could give rise to a claim.

All retuns, computations, notices and info¡mation made or provided or required to be

made or provided by the Company for any Tæ< purpose have been made or given withi:r
the requisite periods and on a proper basis and when made were true and accurate in all
material respects and are up to date and none of them is or is likely to be the subject of
any dispute with any Tær authority.

In respect ofany such consent o¡ clearance as referred to in paragraph 3.3, the consent
or clearance \ryas validly obtained before 1þs ¡ansaction \ryas effected and the
hansaction was effecte¿ ia ¿sss¡d¡nce with the terms of and so as to satisfy any
conditions attached to such consent or clearance and at a time when and in
circnmstances in which such consent or clearance \ilas valid and effective.

The Company has paid all Tax, including provisional taration, which it has become
liable to pay on or before the date hereof.

its debts or
require to be

3.

3.1

3.2

1.8

2.

3.3

3.4
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3.5 Full details of all unrelieved Tæ< losses, management expenses, or charges on income
available to the Company are set out in the Accounts.

3.6 During the period between the Management Accounts Date and the Completion Date
there has been and will be no major change in the natu¡e or conduct of a tade or
business of the Company nor has the scale of the activities in such a tade or business
become small or negligible.

3.7 The Company has made all deductions and withholrrings in respect or on aocount of
any Tær from any payments made by it which it is obliged or entitled to make and has
duly accounted in firll to the appropriate authority for all amounts so deducted or
withheld.

3.8 The Company has not appropriated any frading stock to fxed assets or vice vers4 all
assets a¡e correctly shown inthe Accounts as trading stock/cu¡rent assets or fixed assets

and any property under development is held and sho'qm in the Accounts as fixed assets.

3.9 No scheme has been effected and no arrangements have been made whereby the value
of any asset of the Company has been materially ¡educed and on a disposal thereof
liability to Ta.x might arise.

3.10 All documents to which the Company is a party or which form part of the Company's
title to any asset or in the enfo¡cement of which the Company is or may be inte¡ested
which are subject to stamp or similar duty have been duly stamped and, where
appropriate or necessary, adjudicated.

3.1 I The Compaay bas not ceased to be associated (\¡¡ithin the meaning of Section a5(2) of
the Starnp Duty Ordinauce) with another company or body corporate in ci¡cumstances
which might give rise to a liability to stamp duty prusuant to Section 45(54) of tl,e
St'mp Duty Ordinance where such stamp duty has not been paid in full priorto the date
hereof and the Company will not prior to or at Completion, whether by virhre of this
Agreement or othenvise, cease to be associated (within the meaning of Section 45(2) of
the Stamp Duty Ordinance) with another comFa¡y or body corporate in circumstances
which might give rise to a liability to stamp duty pursuant to Section 45(54) of the
Stamp Duty Ordinance. The Company has not entered into a transaction within the
period of two years prior to the date hereof in relation to which relief has been claimed
pwsuant to Section 45 of the Stamp Duty Ordinance.

3.12 The books and records of the Company accurately present and reflect in accordance
with generally accepted accounting principles and standards within 1¡e QsmFany's
jurisdiction of incorporation all transactions entered into by the Company or to which
it has been a party.

3.13 The Company has complied in fulI with all its reporting obligations to the lnland
Revenue Department or other relevant Tax authority in connection with benefits
provided for any director e¡ smFloyee.
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4,

4.1

Coroorate Matters

The Company has been duly incorporated and is validly existing and no order has been
made or petition presented or resolution passed for the winding up of the Company and
no distess, execution or other process has been levied on any of its assets. The
Company is not insolvent nor unable to pay its debts for the pulposes of Section 178 of
the Companies Ordinance, no receiver or receiver and manager has been appointed by
any person of its business or assets or any part thereof, no power to make any such
appoinhent has arisen, the Company has taken no steps to enter into liquidation and
there are no grounds on which a petition or application could be based for the winding
up or appointment of a receiver of tle Company.

The Compaay has never reduced, repaid, redeemed orpurchased any of its share capital
in contary to its Bye-laws or the laws of Bermuda.

There are no agreements outstanding which call for the rigbt to require the creation of
any mortgage, charge, pledge, lien or other security or encumbrance over the
Subscription Shares.

The copies of the ByeJaws a¡e accurate and complete in all respects and have attached
to them copies of all resolutions and agreements which are required to be so attached.
The Company has complied with its Bye-laws in all respects, has full po\ryer, authority
and legal right to own its assets and carry on its business and none of the activities,
agreements, commitrnsnts or rights of the Company is ultra vi¡es or unauthorised.

The Registe¡ of Members and all other statutory books of the Company are up to date

and contain true fuIl and accurate records of all matters required to be dealt with therein
and all legal requirements relating to the issue of shares and other securities by the
Company have been complied with.

The Company has not been a party to or involved in any sha¡e for share exchange nor
any scheme of reorganisation" reconstruction e¡ nmalgamation such as are mentioned in
Sections 166 or 167 of the Companies Ordinance or are of an equivalent nature or type.

Tradins and General Commercial Matters

The Company is not a party to:

5.1.1 arry unusual or onerous contact nor anJ contact which ca¡not be

terminated without penalty or other compensation on less than tÏ¡ee
months' notice or less;

5.1.2 any contract resticting the Company's freedom of action in relation to its
normal business actìvities or materially and adversely affecting its business

or assets;

5.1.3 any contact not made in the ordinary course of business;

5.7.4 any conhact for the pruchase or u¡ie by the Company of mate¡ials, supplies

4.2

4.3

4.4

4.5

4.6

J.

5.1
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5.2

5.3

or equipment which is in excess of the requirements of the Company for its
normal operating purposes or requires expenditue in excess of
HK$1,000,000;

5.1.5 any agency, distibution, marketing, pwchasing, franchising or licensing
agrcement;

5.1.6 any consulting or management agreement;

5.1.7 any joint venfiüe, agency, shareholders' or parûrership arrangement or
agreement or simjlæ arrangement or agreement or any agteement which
purports to regulate, contol or otberwise affect the voting or disposition of
its shares;

5.1.8 any contract for services in excess of HK$300,000 (other than normal office
services).

All contacts for the zupply of goods o¡ services requiring pa5m.ents in excess of
HK$300,000 have been entered into on the Qsmpany's standard terms and conditions
ofsale.

There are no contracts or obligations, agreements, arrangements or concerted practices
to which the Company is a parfy or by which the Company is bound, and there are no
practices in which the Company is engaged which are void, illegal, unenforceable,
registrable or notifiable under or which confravene any laws or regulations.

With respect to each contract, commitmen! arrangemen! understanding, tender and bid
to which the Company is party or by which it is bound, there are no grounds for
rescission, avoidance, repudiation or termination and the Company has not received
any notice of termination.

All amounts received by the Company have been deposited with one or other of such
banks, deposit taking companies or other simila¡ institutions and appeæ in the
appropriate accounting books.

There are no loans, guarantees, pledges, mortgages, charges, liens, debentures,
encumbrances or unusual liabilities given, made or incurred by or on behalf of the
Company (and, in particular but without limiting the foregoing, no loans have been
made by or on behalf of the Company to any directors or sha¡eholders ofthe Company)
and no person has given aay guarantee of or secwity for any overdrafi, loa¡ or loan
facility granted to the Company.

The execution, delivery and perfomrance of this Agreement will not result in the breach,
cancellation or termination of any of the terms or conditions of or constitute a default
under any agreemen! commifuent o¡ other instnrment to which the Company is a parfy
or by which the Company or its properry or assets may be bound or affected or result in
the acceleration of any obligation under any loan agreement or violate any law or any
rule or regulation of any administative agency or govemmental body or a¡y order, writ,
injunction or decree of any court, administrative agency or govemmental body

5.4

5.5

5.6

5.7
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affecting the Company.

5.8 There are no agreements conceming the Company which can be terminated or which
have been terminated or under which the rights of any person a¡e liable to be materially
adversely affected as a result of a change in confrol of the Company or in the
ssmFosition of the Board ofthe Company.

5.9 The Company has no liabilities except liabilities arising in the ordinary cor¡rse of
business under contracts for service, pruchase ordets, supply contracts or sale contacts
nor does it have any other liabilities di¡ect or indirect, absolute or contingent, not
required by generally accepted accounting principles to be referred to in the Accounts
and the Compaay is not owed any moneys other than trade debts and cash at ba¡k,

5.10 The Company has no material capital commitments.

5.11 The Company has at all times ca¡ried on its business in compliance with all applicable
laws and regulations. Neither the Company, nor any of its directors, officers,
emFloyees or agents in relation to the Company, has committed any crimi¡al offence
or any tort or any breach of the requirements or conditions of any statute, teaty,
regulation, byeJaw or other obligation relating to the Company or the carrying on of its
business and without prejudice to the generality of the foregoing the Company has
obtained all registations, licences and consents necessary to own its assets a¡d for the
carrying on of its business, and all such regishations, licences and consents are valid
and subsisting and there is no reason why any of them should be suspended, cancelled
or revoked (whether as a result of the allotment and issuance of the Subscription Shares
pursuant to this Agreement or otherwise).

5.12 The Compaay has given no powers of attorney and no other authority express, implied
or ostensible which is still outstanding or effective to any person to enter into any
conbact or commihent to do anything on its behalf other than the authority of
employees to enter into routine tading contacts inthe normal course of their duties,

5.13 No person is entitled to receive from the Company any finder's fee, brokerage or
commission in connection with this Agreemenl or anything contained in it,

6. Litisation

6.1 Neither the Company nor any person for whose acts or defaults the Company may be
vicariously liable is engaged whether as plaintiffor defçndant or otherwise in any civil,
criminal or arbitation proceedings or any proceedings before any tribunal (save for
debt collection by the Company in the ordin¿ry course of business) and there are no
proceeclings tb¡eatened or pending against the Company including proceedings in
respect whereof the Company is liable to indemnifr anyparfy concemed therein and in
particular but without prejudice to the generality of the foregoing the Company is not
liable (other than contingently) to make any redundancy or seveftrnce or long service
payment to any person or pay any other compensation to any of its ernployees and there
are no facts which are likely to give rise to any litigation or proceedings. There are no
unfulf.lled or unsatisfied judgments or o¡ders against the Company or any of its æsets
and there has been no delay by it in the payment of any obligation due for payment.
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7.

7.1

E.

8.1

There are no existing service or other agreements or contacts between the Company
and any of its directors or executives which cennot be tawfully terminated by three
calendar months' notice or less without giving rise to any claim for damages o¡
compensation other than a statutory redundaacy or severance or long service payment.

A.rraneements with connected persons etc.

All amounts outstanding and appearing in the bools of the Company as loan accounts
or as due to directors or shareholders wholly represent money or money's worth paid
or tansfe¡red to the Company as the ca¡ie may be or remuneration accrued due and
payable for services rendered.

There is not outstanding and there has not at any time been outstanding any contract or
arrangement to which the Company is a party and in which any of the di¡ectors or
officers of the Compaay is or has been interested, whether directly or indirectly, other
tban arm's length sèrvic. contacts and the Company is not u iurtv to, nor have its
profits or financial position at any time been adversely affected by, ary contract or
arrangement which is not of an entirely arm's length nature; save as aforesaid, there are
no agreements or understandings (whether legally enforceable or not) between the
Company and any person who is a shareholder or the beneficial owner of any interest in
the Company or any other company conüolled by any such person relating to the
management of the Company's business or the appointuent or the removal of its
directo¡s o¡ the ownershiF or transfer of ownership or the letting of any of its assets or
the provision of finance, goods, services or other facilities to or by the Company or
otherwise howsoever relating to the Company or its affai¡s.

Since the Management Accounts Date:

there has been no intemrption or alteration in the nahre, scope or manner of the
Company's business which business has been ca¡ried on lawfully and in the ordinary
a¡d usual course of business so as to maintain it as a going concem;

there has been no material adverse change in the financial condition or the position,
prospects, assets or liabilities of the said business or the Group as compared with the
position disclosed by the Aocounts and there has been.no dam¿gs, destruction or loss
(whether or not covered by hsurance) affecting the said business or its assets;

the Company has not repaid any loan capital in whole or in part (other than
indebtedness to its ba¡kers and the payment of the outstanding arnount r¡nder the
Convertible Bond) nor has it become bound or liable to be called upon to repay
prematurely any loan capital or borrowed monies;

the Company has nof except in the ordinary course of business, acquired, sold,
hansfened or otlerwise disposed of any assets of whatsoever natrue;

8.2

9.

9.1

9.2

9.3

9.4
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9.5 the Company has not cancelled, waived, released or discontinued any rights, debts or
claims;

9.6 the Compaay has not incurred any capital expenditure or made any capilal cammitulça1
of an amount in excess of HK$2,000,000 or disposed of any fixed assets having a value
of more than HK$2,000,000 in aggregate;

9.7 the Company has not hi¡ed or dismissed any employee eaming an annual rate of
remuneration, including fringe benefits, in excess of HK$500,000;

9.8 no sum or benefit has been paid, applied or voted to any executive, director, officer or
employee of the Company by way of ¡emuneration, bonus, incentive or otherwise in
excess of the amounts paid or dishibuted to them by the Company at the Management
Accounts Date so as to increase their total rernuneration and no rew service agreements
have been made or entered into by the Company since the Ma¡agement Accounts Date
and the Company is under no contactual or other obligation to change the terms of
service of any director, officer, executive or employee and the Company will not
change the terms of service of any executive, director, officer or employee prior to
Completion;

9.9 no share or loa¡ capital of the Company has been issued or agreed to be issued or any
option or right thereover granted.

9.10 the Company has not undergone any capital reorganisation or change in its capital
structure;

9.11 no resolutions have been passed by the Company and nothing has been done i¡ the
conductormanagement ofthe affairs ofthe Companywhichwouldbe likelymaterially
to reduce the net asset value of the Company;

9.I2 the Company has not made any purchase or sale or intoduced any method of
management or operation in respect of the business, undertaking or assets of the
Company except in a manner consistent with proper prior practice;

9.13 the Company has not incu¡red or become subject to any liability or obligation (absolute
or contingent) except cu¡rent liabilities and obligations, in each case incr¡rred under
conhacts entered into in the ordina¡y cor¡rse of business;

9'14 no mate¡ial changes have occu¡red in the assets and liabilities (actual or contingent)
shown in the Accounts a¡d the Company has not discharged or satisfied any lien or
encumbrance or any other obligation o¡ liability (absolute or contingent) other than
liabilities disclosed in the Accounts as at the Accounts Date and current liabilities
incr¡rred since the Management Accounts Date in the ordinary course of business;

9.15 the Company has not car¡ied out or entered into any transaction and no other event has
occurred in consequence of which (whether alone or together with aay one or more
tra¡sactions or events occurring before on or after the date hereof) any liabilþ to Tax
of the Companyhas arisen o¡ will ormay arise (orwould have arisen orwould or might
a¡ise but for the availability of any reliet allowance, deduction or credit) other tha¡ tæ<
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on actual income or profits ofthe Company arising fro¡fi'ansactions entered into in the
ordinary corlrse of business;

10. Accuracv of Information Provided

10.1 All information contained inthis Agreement (including the recitals) is true and accurate
in all respects a¡d not misleading in aoy respect.

I0.2 All w¡itten information given to the Subscriber and their professional advisers by the
Compan¡ the officers and employees of the Company, the Compaay's advisers or
professional advisers during the negotiations prior to this Agreement was when given
and is at the date hereoftnre and accurate.

10.3 A1l information, facts or circumstances (i) which (either on its own or together with
others) might reasonably have been expected to influence the decision of the Subscribe¡
to subscribe for the Subscription Sha¡es on the terms contained in this Agreement and
(ii) which have saused or are reasonably expected to cause a material adverse effect on
the Compan¡ have been disclosed to the Subscribe¡ or a¡y of its advisers or agents.
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SCMDI]LE 3

FORM OF CERTIFICATE

ARTFIELD GROI'P LIMITED

Qncorporated in the Bermuda with limited liability)

HK$ 2OO, OO O, OO O ZERO INTEREST CONVERTIBLE B OND

Issued pwsuant to the Bye-laws of Artfield Group Limited (the "Company") and a resolution
ofits board ofdirectors passed on [o].

THIS IS TO CERTIFY that Ascent Goal Investments Limited, a company incorporated under
the laws of British Viryn Islands, whose registered office is situate at P.O. Box 957, Offshore
Incorporations Cente, Road Town, Tortol4 British Vhgrn Islands is the registered holder (the
"Subscriber") of the above-mentioned Convertible Bond (the "Convertible Bond"). The
Convertible Bond is issued with the benefit of and subject to the terms and conditions attached
he¡eto (the "Conditions") which shall form an integral part of this Certificate.

GI\EN under the Common Seal of the Company this [r] day of

Director

Secretary/Director

Convertible Bond:

Ihe Corwertible Bond shall be issued only in registeredform and is onþ trønsferable to the atent permìtted by
and upon ønd subject to the terms ønd conditions attached hereto. This cerfficate must be delìvered to the board
of directors of the Companyþr cøncellation and, if øpplicable, the reissue or an qpptoptiate certifcate in the
event of aryt such nansfer,
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(For endorsement in the event of partial conversion)

Amount Converted Amount OutstandineDate
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1

2.

TERMS AND CONDITIONS OF'THE CONT\¡ERTIBLE BONI)

The Convertible Bond shall be held subject to and with the benefit of the terrns and conditions
(the "Conditions") set out below and such terms and conditions shall be binding on Arlfield
Group Limited (the "Company"). Except where the context othenvise requires, expressions
defined in the Subscription Agreement dated 16 January 2008 in respect of the Convertible
Bond shall bea¡ the ssms msanings in this Certi_ficate:

Period

The Maturity Date of the Convertible Bond shall be a date faling 36 months from the
date of issue of the Certificate and the Company shall repay the principal amount
outstanding under the Convertible Bond to the Subscriber in fulI on the Maturity Date.

Amount and issue of the Convertible Bond

(a) The Convertible Bond will be issued subject to the terms of these Conditions
and shall be binding on Company and enu¡e for the benefit of the Subscriber
and permitted transferees of the original Subscriber,

(b) The Company shatl pay all duties or stamp duties (if any) on the issue of the
¡elevant Convertible Bond and the initial delivery of the Convertible Bond,

(c) The Convertible Bond shall be held subject to and with the benefit of the
Conditions a¡d such Conditions shall be binding on the Company and the

Subscriber and all persons claiming through them.

Status a¡d Transfer

(a) The obligations of the Company r¡nder the Convertible Bond constitute general

and unsecured obligations of the Company and ra.nk, and will nnk, pøri passu

\¡iith all other present and futue unsecu¡ed and unsubordinated obligations of
the Company except for obligations accorded preference by mandatory
provisions of applicable law. No application will be made for a listing of the
Convertible Bond in the Stock Exchange ot any recogized stock exchange.

(b) The Convertible Bond may only be assigned or ta¡sfened by the Subscriber to
the transferee (or their duly authorised representatives) with execution of a
transfer instn¡ment in a form approved by the board of directors of the Company.
Subject thereto, the principal amount outstanding under the Convertible Bond
may be assigned or tansferred in whole or in part.

G) In the event of a tra¡sfer of the Convertible Bond or any part thereo{ the
Certificate of the Convertible Bond must be delivered to the Company for
registration together with (Ð the duly executed transfer i¡stn¡ment referred to in
Condition 3(c); and (iÐ in the case of the execution of such tansfer instrument
by an officer for a¡d on behalf of the Subscriber and the tansferee, each being
a corporation, the authority of that officer to do so. The Company shall, within
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30 days of receipt of such dosnmsnfs from the Subscriber, cancel the existing
Certificate and issue a new Certificate in favor:r of the tansferee or assignee
and, in the case of a ta¡sfer of part of the Convertible Bond, the Subscriber.

Interest

The Convertible Bond shall bear no interest.

Redemption

Neither the Company nor the Subscriber shali at any time redeem (all or part of) the
principal amount of the Convertible Bond outstanding prior to the Maturity Date.

Conversion

(a) The Subscriber or its nomineeft) will have the right to convert in whole or in
part of the principal amount ofthe Convertible Bond into Conversion Shares at
the Conversion Price on any Business Day during the Conversion Period
provided that the amount so converted shall be at least HKI$1,000,000 (and in
integral multiples thereof) on each conversion, save that if the principal
outstanding amount of the Convertible Bond is less than HK$1,000,000, the
whole (but not part only) of such outstanding principat amount of the
Convertible Bond may be converted. No fraction of a Sha¡e will be issued on
conve¡sion but an equivalent cash palm.ent (except in cases where any such
cash payment would amount to less than HK$10) in Hong Kong dollars will be
made to the Subsc¡iber in respect of such fraction. The Conversion Shares shall
be allotted and issued, credited as fully paid, to the Subscriber by the Company,
in accordance with the Bye-laws. The Conversion Sha¡es issued upon
conversion shall rarkpari passu in all respects with all other issued Shares as

at the date of allotnent of such Sha¡es upon conversion and shall be entitled to
all dividends and other distributions where the record(s) date for which falls on
a date on or after the date of such allotuent. Notwithstandi"g aly other
provision in this Agreemen! the Subscriber shall exercise its right attaching to
the Convertible Bond only if the allohent and issue of the Conversion Shares
will not cause the Company to be in breach of the ndnimun public float
requirement stipulated under Rule 8.08 of the Listing Rules ('?ublic Float
Requirement"). The Company shall within the next Business Day after its
receipt of the Conversion Notice from the Subsc¡iber i¡forme the Subscriber in
w.iting if the proposed aliotnrent and issue of.the Conversiion Shares would
result in a breach of the Public Float Requirement.

(b) The Subscriber shall exercise the right to convert the Convertible Bond by
ssmFleting and serving on the Company 7 days' Conversion Notice and
delivering the same, together with the Certificate, to the principle place of
business ofthe Company in Hong Kong. A Conversion Notice once given may
not be withd¡awn without the prior consent in writing of the Company. The
Subscriber shall be responsible for the payment of all capital duties (if any)
arising from the conve¡sion of the Convertible Bond and all charges for the
issue of sha¡e certificates shall be borne by such parfy in accorda¡ce with the

6.
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7.

Bye-laws and subject thereto, all stamp duty and other duties, levies and

charges (if any) arising on conversion in Hong Kong or Bermuda shall be borne
by the Subscriber.

(c) Should the Subscriber exercise the right to convert the Convertible Bond, in
whole or in part, the Company shall allot and issue to the Subscriber such

number of Shares converted under such amount of the Convertible Bond at the
Conversion P¡ice within 7 Business Days from the date on whioh the
Conversion Notice served by the Subscriber. The Company shall apply the
equivalent pmount of the subscription money paid by the Subscriber to the
Company as consideration.

Adjustments

(a) Subject as hereinafter provided, the Conversion Price shall from time to time be

adjusted in accordance with the following relevant provisions so that if the event
gtving rise to any such adjustment shatl be zuch as would be capable of falling
within more than one of sub-paragraphs (i) to (vi) inclusive of this Condition 7,

it shall fall'r¡yithin the fi¡st of the applicable paragraphs to the exclusion of the
¡smaining paragraphs:

(Ð If and whenever the Sha¡es by reason of any consolidation or
sub-division become of a diffe¡ent nominal amount the Conversion
Price in fo¡ce immediately prior thereto shall be adjusted by multiplþg
it by the revised nominal emount and dividing the result by the former
nominal amount. Each such adjustment shall be effective from the close

of business in Hong Kong on the day immediately preceding the date on
which the consolidation or sub-division becomes effective.

(ü) If and whenever the Company shall issue (other than in lieu of a cash

dividend) any Shares credited as fully paid by way of capitalization of
profits or reserves (including any share premium account or capital

redemption reserve firnd), the Conversion Price in force immediately
prior to such issue shall be adjusted by multiplying it by the aggregate

nominal amount ofthe issued Shares immediately before such issue and

dividing the result by the sum of such aggregatenominal amor¡nt and the
aggregzte ¡1smin¿l amount of the Sha¡es issued in such capitalization.
Each such adjustment shatl be effective (if appropriate reüoactively)
from the commencement of the day next following the record date for
such issue.

(iiÐ If and whenever the Compa.ny shall make any Capital Distibution (as

defined in this Condition 7(b)) to holders (in their capacity as sucþ of
Shares (whether on a reduction of capital or otherwise) or shall grant to
such holders rights to acquire for cash assets of the Company or any of
its subsidiaries, the Conversion Price in force immediately prior to such

distribution or grant shall be adjusted by multiplying it by the following
fraction:
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A-B
A

$¡nele:

A = the market price (as defined in this Condition 7@)) on the date on
which the Capital Disfribution or, as the case may be, the grant is
publicly announced or (failing any such ânnouncement) next
preceding the date ofthe Capital Disfribution or, as the case may be,

of the grant; and

B = the fair market value on the day of such announcement or ( as the
case may require) the next preceding &y, * determined in good

faith by an approved merchant ba¡k, of the portion of the Capital
Disfibution or of such rights which is atfibutable to one Share,

Provided thau

(aa) if in the opinion of the releva¡t approved merchant ba¡lç the use

of the fai¡ market value as aforesaid produces a result which is
significantly inequitable , it may instead determine (and in such

event the above formula shall be construed as if B meant) the
amount of the said market price which should properly be
atfributed to the value of the Capital Distribution or rigbts; and

(bb) the provisions of this sub-paragraph (iii) shall not apply in
relation to the issue of Shares credited as fully paid by way of
capitalization of profits or reserves and issued in lieu of a cash

dividend.

Each such adjustnent shall be effective (if appropriate retoactively)
from the commencement of the day next following the record date for
the Capital Dishibution or grant.

(iv) If and whenever the Company shall offer to holders of Shares new
Sha¡es for subscription by way of rights, or shall grant to holders of
Shares any options or wa¡rants to subscribe for new Shares (other than

options granted or Shares issued to e.mployees or directors of the
Company or any of its subsidiaries or their respective personal

representatives prusuant to any employee or executive share scheme), at
a price which is less than 90 per cent of the ma¡ket price at the date of
the a¡nouncement of the terms of the offer or Ermt, the Conversion
Price shall be adjusted by multiplying the Conversion Price in force
immediately before the date of the announcement of such offer or gtant

by a fraction of which the numerator is the number of Shares in issue

immediately before the date of such announcement plus the number of
Shares which the aggregate of the amount (if any) payable for the tights;
options or warrants and of the amount payable for the total number of
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(v)

new Shares comprised therein would purchase at such market price and
the denominator is the number of Shares in issue immediately before the
date of such announcementplus the aggregate number of Shares offered
for subscription or comprised in the options or warants (such

adjustment to become effective (if appropriate retoactively) from the
coÍulencement of the day next following the record date for the offer or
Sant) provided however that no such adjusment shall be made if the
Company shali make a like offer or grant (as the case may be) at the
same time to the Subscriber (subject to such exclusions or other
arrangements as the directors of the Company may deem necessary or
expedient in ¡elation to fractional entitlements or having regæd to any
restiotions or obligations under the laws of, or the requirements of any
recognised regulatory body or any stock s¡sþang€ in any territory
outside Hong Kong) as if it had exercised the Conversion Rights under
the Convertible Bond in futl on the day immediately preceding the
record date for such offe¡ or grant.

(aa) If and whenever the Company shall issue wholly for cash any

secuities which by their terms are convertible into or
exchangeable for or carry rights of subscription for new Shares

(other than options granted or Shares iszued to employees or
directors of the Company or any of its subsidiaries or their
respective personal representatives pursuant to any employee or
executive share scheme), and the total Effective Consideration
per Share (as defined below) initially receivable for such

securities is less than 90 percent of the market price at the date

of the announcement of the terms of issue of such securities, the
Conversion Price shall be adjusted by multiplying the

Conversion Price in force immediately prior to the issue by a

ûaction of which the nr:merator is the nr¡mber of Shares in issue

immediately before the date of the issue plus the number of
Sha¡es which the total Effective Consideration receivable for the

securities issued would purchase at such market price and the

denominator is the number of Sha¡es in issue immefli¿1s1y

before the date of the issue plus the number of Shares to be

issued upon conversion or exchange of, or the exercise of the
subscription rights confe¡red by, such secu¡ities at the initiat
conve¡sion or exchange rate or subscription príce- Such

adjustuent shall become effectivg (if appropriate retospectively)
from the close of business in Hong Kong on the Business Day
next preceding whichever is the earlier of the date on which the

issue is announced and the date on which the Company
determines the conversion or exchange rate or subscription
price.

(bb) If and whenever the rigbts of conversion or exchange or
subscription att¿ched to any such securities a¡¡ are mentioned in
section (aa) of this sub-paragraph (v) are modified so that the
total Effective Consideration per Share initially receivable for
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such secr¡¡ities shall be less than 90 per cent. of the market price
at the date of annor¡ncement of the proposal to modiff such

rights of conversion or exchange or subscription, the Conve¡sion
Price shall be adjusted by multiplþg the Conversion Price in
force immediately prior to such modification by a fraction of
which the numerator is the number of Sha¡es in issue

immediately before the date of such modification plus the
number of Shares which the total Effective Consideration
receivable for the securities issued at the morlified conversion or
s¡shange price would purchase at such market price and of
which the denominator is the number of Shares in issue
immediately before such date of modification plus the number of
Shares to be issued upon conve¡sion or exchange of or the
exercise ofthe subscription rights conferred by such securities at

the modified conversion or exchange rate or subscription price.

Such adjustuent shall become effective as at the date upon
which such modification shall take effect. A right of cooversion
or exchange or subscription shall not be tueated as modified for
the foregoing purposes where it is adjusted to take account of
rights or capitalization issues and other events normally gtving
rise to adjustnent ofconversion or exchange terrrs.

For the purposes of this sub-paragraph (v), the "total Effective
Consideration" receivable for the securities issued shall be deemed to
be the consideration receivable by the Company for any such secudties
plus the additional minimum consideration (if any) to be received by the

Company upon (and ass"ming) the conversion or exchange thereof or
the exercise of such subscription rights, and the tot¿l Effective
Consideration per Share initially receivable for such securities shall be

such aggregate consideration divided by the number of Shares to be

issued upon (and ¿ssrrming) such conversion or exchange at the initial
conve¡sion or exchange rate o¡ the exercise ofsuch subscription rights
at the initial subscription price, in each case without any deduction for
any commissions, discounts or expenses paid, allowed or incuned in
connection with the issue.

(vi) If and whenever the Company shall issue wholly for cash any Shares

(other than Shares issued to employees or directors of the Company or
any of its subsidia¡ies or their respe.ctive personal representatives
pursuånt to any employee or executive sha¡e scheme) at a price per
Share which is less lhan 90 per cent. of the market price at the date ofthe
announcement of the terms of such issue, the Conversion Price shall be

adjusted by multiplying the Conversion Price in fs¡çs immediately
before the date of such ¡nnouncêrtrent by a fraction of which the
numerator is the nr¡mber of Shares in issue immediately before the date

of such announcement plus the numbe¡ of Shares which the aggregate
a¡nor:nt payable for the issue would purchase at such ma¡ket price and

fte de¡eminato¡ is the numbe¡ of Shares in issue immediately before the
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date of such announcement plus the number of Sha¡es so issued. Such
adjushnent shall become effective on the date of the issue.

For the purposes of this Condition 7:

"announcem€nt" shall include the release of an announcement to the
pÌess or the delivery or tansmission by telephone, ¡¿ssimile
tansmission, electonic bansmission, telex or otherwise of a¡
annoì,¡ncernent to the Stock Exchange and "date of a¡nor¡ncement" shall
mean the date on which the an''s1¡lsement is fi¡st so released. delivered
or transmitted;

"approved merchant bank" means amerchant bank of repute in Hong
Kong selected by the Company and approved by the Subscriber which
approval shall not be un¡easonably withleld or delayed for the purpose
of providing a specific opinion or calculation or determination
hereunder;

"Capital Distribution" shall (withoutprejudice to the generality of that
phrase) include distributions in cash or specie. Any dividend charged or
provided for in the accounts for any financial period shall (whenever
paid and however described) be deemed to be a Capital Distribution
provided that aay such dividend shall automatically be deemed not a
Capital Distribution if it is paid out of the aggregate of the net profits
attibutable to the holders of Shares for all financiat periods after that
ended 31 March as shown in the audited consolidated profit and loss
account of the Company a¡d its subsidia¡ies for each such fitancial
period;

"issue" shall include allot;

"market price" mea¡N¡ the average of the closing prices of one Share on
the Stock Exchange as quoted in the officiat sheet of the Stock
Exchaage (or the equivalent) for each of the last five Stock Exchange
dealing days on which dealings in the Shares on the Stock Exchaage
took place ending on the last such dealing day preceding the day on or
as of which the market price is to be ascertained;

"Shares" includes, for the purposes of Shares comprised in any issue,
distibution or grant pursuant to sub-paragraphs (iü), (iv), (v) or (vi) of
this Condition 7(a), any such ordinary shares of the Company as, when
fully paid, will be Shares;

"reseÌves" includes unappropriated profits;

"rights" includes rights in whatsoever form issued.

The provisions of sub-paragraphs (iÐ, (iiÐ, (Ð, (v) and (vi) of this
Condition 7(a) shall not apply to:

(Ð
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(Ð an issue offully-paid Shares uponthe exercise of any conversion
rights attached to secwities convertible into Shares or upon
exercise of any rights (including any conversion of the
Convertible Bond) to acquire Shares provided that an adjustment
has been made (if appropriate) under this Condition 7 in respect
of the issue of such secu¡ities or granting of such rights (as the
case may be);

(iÐ a grant of options or an issue of Shares or other secwities of the
Company or any subsidiary of the Company carrying rights to
subscribe for or acquire, or wholly or partly convertible into,
Sha¡es to employees or directors of the Company or any of its
subsidiaries or their respective personal representatives prusuant
to any employee or executive share scheme;

(iü) an issue by the Company of Shares or by the Company or any
subsidiary of the Company of securities wholly or partly
convertible into Shares or ofrights to acquire Shares, in any such
case in conside¡ation or part consideration for the acquisition of
any other securities, assets or business provided that an

adjustnent has been made (if appropriate) under this Condition
7 in respect of the issue of such Shares or securities or ganting
of zuch rights (as the case may be);

(iv) an issue of frrlly-paid Sha¡es by way of capitalization of all or
part of any subscription right reserve, or any simila¡ reserve
which has been or may be established pursuant to the terms of
any securities wholly or partly convertible into Shares or of
rights to acquire Shares;

(v) an issue of Shares pursuant to a scrip dividend scheme where an

amount not less than the nominal amount of the Sha¡es so issued
is capitalised a¡d the market value of such Sha¡es is not more
than 110 per cent. of the arnount of dividend which holders of
the Sha¡es could elect to or would otherwise receive in cash, for
which purpose the "market value" of a Sha¡e shall mean the
average oftle closing prices as quoted inthe ofücial sheet of the
Stock Exchange (or the equivalent) for such Stock Exchange
dealing days on which dealings in the Shares took place (being
not less tha¡ five such days) a¡i are selected by the directo¡s of
the Company in connection with determining the basis of
allotment in respect of the relevant scrip dividend and which fall
within the period of one month enrli.g on the last day on which
holden of Sha¡es may elect to receive or (as the case may be) not
to receive the ¡elevant dividend in cash; or

(vÐ an issue of Sha¡e or other securities of the Company or any
subsidiary of the Company wholly or partly convertible into, or
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rights to acquire, Sha¡es pusuant to any existing options,
watrants, convertible bonds and similar rights to subscribe or
pr:rchase equity secu¡ities of the Company.

(d) Any adjusffient to the Conversion Price shall be made to the nearest one
cent so that any amount underhalf a cent shall be rounded down and any
amount of half a cent or more shall be rourded up and in no event shall
any adjusbnent (otherwise than upon the consolidation of Shares into
Shares of a larger nominal amount) involve an increase in the
Conve¡sion Price. I¡ addition to any determination which may be made
by the directors of the Company, every adjustnent to the Conversion
Price shall be certified either (at the option of the Company) by the
auditors ofthe Company for the time being or by an approved merchant
ba¡k.

(e) No¡¡¡ithstanding anything contained herein, no adjushent shall be
made to the Conversion Price in any case in which the amount by which
the same would be reduced in accorda¡ce with the foregoing provisions
of this Condition would be less than one cent and any adjushnent that
would otherwise be reouired then to be made shall not be caried
forward.

(Ð If the Company or any subsidiary of the Company shall in any way
modifr the rights attached to any sha¡e o¡ loan capital so as wholly or
partly to convert or make convertible such share or loan capital into, or
attach the¡eto any rights to acquire, Shares, the Company shall appoint
an approved merchant bank to consider whether any adjustuent to the
Conversion Price is appropriate (and if such approved merchant bank
shall certiff that any such adjusment is appropriate the Conversion
Price shall be adjuste.d asso¡dingly and the provisions of this Condition
7(d), (e) and (h) shall apply).

(g) Notwithstanding the provisions of this Condition 7(a), in any
circumstances where the directors of the Company shall consider that a¡
adjustuent to the Conversion Price provided for under the said
provisions should not be made or should be calculated on a different
basis or that an adjusünent to the Conve¡sion Price should be nade
notwithstanding that no such adjusûnent is required under the said
provisions or that an adjustuent should take effect on a different date or
with a different time from that provided for under the provisions, the
ComFany may appoint an approved merchant bank to consider whether
for any reason whatever the adjustment to be made (or the absence of
adjusûnent) would or might not fairly and appropriately reflect the
relative interests of the persons affected thereby and, if such approved
merchant bank shall consider this to be the case, the adjustment shall be

modified or nullified or an adjusrnent made instead ofno adjustrrent in
sssfu ¡lenner (including without limitation, making an adjustrrent
calculated on a different basis) and/o¡ the adjustment shall take effect
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from such other date and/or time as shall be certified by such approved
merchant bank to be in its opinion appropriate,

(h) Whenever the Conversion Price is adjusted as herein provided, the
Company shall give notice to the Subcriber that the Conversion Price
has been adjusted (and setting fofh the event grving rise to the
adjustment the Conversion Price in effect prior to such adjusbnent the
adjusted Conversion Price and the effective date thereof) and shall at all
times thereafter so long as the Convertible Bond remains outstanding
make available for inspection at its principal place of business in Hong
Kong a signed copy of the said certificate of the approved merchant
bank and a certificate signed by a director of the Company setting forth
brief particulars of the event grving rise to the adjusment, the
Conversion P¡ice in effect prior to such adjushnent, the adjusted
Conversion Price and the effective date thereof and shall, on request,

send a copy thereofto the Subscriber.

(Ð If the application of any of the provisions of this Condition 7 would but
for this paragraph (i) result in the Conversion Price being reduced so

that on conversion Shares shall fall to be issued at a discount to their
nominal value, then the Conversion Price shall be adjusted to an amount
equal to the nominal value of one Sha¡e.

Protection of the Subscriber

So long as the Convertible Bond is outstanding, and subject to any approvals otherwise
given in writing by the Subscriber:

(a) the Company shall not in rny way modiff the rights attached to the Sha¡es as a

class or attach any special restictions thereto;

(b) the Company shall not issue or pay up any securities by way of capitalization of
profits or reserves other than (i) by the issue of fully-paid Shares to holders of its
Shares; or (ü) as mentioned in Condition 7(c)(iv); or (iü) by the issue of Shares

in lieu of a cash dividend in the ma¡ner referred to in Condition 7(c)(v);

(c) the Company shall not c¡eate or permit to be in issue any equity share capital
other than Shares, provided that nothing in this Condition 8(c) shall prevent (i)
any consolidation or sub-division of the Shares; or (ü) the issue of any equity
share capital which does not participate in dividend before a certain date or in
respect of a certain fina¡cial period but ranks pari passu in all other respects

with the Shares; or (iii) the issue of equity share capital to offi.cers or employees
of the Company or any of its subsidiaries pursuant to an employee or executive
share scheme;

(d) the Company shall procure that at no time shall there be i¡ issue Sha¡es of
differing nominal values;
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(e) the Company shall not make any issue, grant or distibution or t¿ke any other
action if the effect thereof would be that on the exercise of the rigbt to convert
the Convertible Bond it would but for Condition 7(aXÐ be required to issue
Shares at a discount to their nominal value;

(Ð the Company shall use its best endeavours (i) to maintain a listing for all the
issued Sha¡es on the Main Boæd of the Stock Exchange or on such other
equivalent intemationally recognized stock exchange (a "recognizetl stock
exchange") as the Company may from time to time determine; (ii) to obtain and
maintain a listing on the Stock Exchange (or a recognized stock exchange) for
all the Conversion Shares issued on the exercise of right to convert the
Convertible Bond; and (üi) to obtain a listing for all the Conversion Shares

issued on the exercise of the right to convert the Convertible Bond on any other
stock exchange on which any of the Shares are for the time being listed and will
forthwith give notice to the Subscriber in accordance with Condition 10 of the
listing or delisting of the Sha¡es by a¡y such stock e¡sþangel

(g) the Company shall, as soon as possible and in any event not later than 3
Business Days after the a¡nsunçement of the terms of any issue referred to in
Condition 7, give notice to the Subscriber advising it of the date on which the
relevant adjustment of the Conversion Price is likely to become effective and of
the effect of exercisi.g the rigbt to convert the Convertible Bond pending such
date;

(h) the Company shall comply u'ith andprocrue the oompliance with all conditions
imposed by the Stock Exchange or by any other competent authority (in Hong
Kong or elsewhe¡e) for approval ofthe issue of the Convertible Bond or for the
listing of and permission to deal in the Shares issued or to be issued on the
exercise of the right to convert the Convertible Bond a¡d shall ensure the
continued compliance therewith; and

(Ð the Company shall ensu¡e that all Shares issued upon conversion of the
Converlible Bond will be duly and validly issued, fully paid and registered.

Issue of Shares on Conversion

The Company undertakes to issue the Conversion Shares to the Subscriber (or as it may
direct) upon exercise the right to convert the Convertible Bond, in whole or in part, by
the Subscriber. The Conversion Shares arising on cotversion shall be allotted and
issued by the Company to the Subscirber (or as it may direct) within 7 Business Days
from the date on which the Conversion Notice served by the Subscriber expires arrd
certificates for tb.e Shares to which the Subscriber shall become entitled in consequence
of exercising its right to convert the Convertible Bond shall be issued in board lots and
(if appropriate) together with a¡ endorsement on the Certificate by a director of the
Compaay for any bala¡ce of the principal amount of the Convertible Bond not
converted.
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10. Events of Default

If any of the following events occurs, the Subscriber may give notice to the Company
that the Convertible Bond is, a¡d it shall on the giving of such notice immediately
become, due and payable at its principal a¡nount:

(a) the Company fails to pay the principal amount when due unless such
non-payment is due solely to administative or technical enor and paynent is
6¿ds rvithìn 7 Business Days of the due date thereof; or

(b) the Company defaults in performance of or observance of or complia¡ce with
any of its other material obligations set outherein which default is incapable of
remedy or, if capable of remedy, is not remedied within 14 Business Days after
notice of such default shall have been given to the Company by such Subscriber;
OT

(c) an encumbrancer takes possession of or a receiver, manager or other similar
officer is appointed in respect of the whole or any substantial part of the
undertaking, property, assets or revenues of the Company; or

(d) the Company becomes insolvent or is unable to pay its debts as they mature or
applies for or consents to or suffers the appoinfuent of any administator,
liquidator ot receiver ofthe Company o¡ the whole or any zubsta¡rtial part of the
undertaking, property, assets o¡ revenues of the Company or takes any
proceeding under any law for a re-adjusünent or defennent ofits obligations or
any Part of them or makes or enters into a general assignment or compromise
with or for the benefit of its creditors; or

(e) an order is made or an effective resolution passed for the winding up of the
Company; or

(Ð a moratorium is agreed or decla¡ed in respect of any indebtedness of the
Company or any governmental authority or agency condemns, seizes,
compulsorily purchases or expropriates all or a subst¿ntial part of the assets of
the Company; or

(g) the Sha¡es (as a class) cease to be listed on the Main Board of the Stock
Exchange or a recognized stock exchange (each as defined in Condition 8(Ð)
for a continuous period of 10 Trading Days due.to the default of the Company,

The Company will forthwith on becorning aware of any such event as is mentioned in
this Condition give notice in writing thereof to the Subscriber. At any time after the
Convertible Bond has become payable the Subscriber may without further notice
institute such proceedings as it may think fit to enforce pa¡mrent of the monies due.

Experts

In Slving any certificate or making any adjushent hereunder, the auditors of the
Company or (as tåe case may be) the approved investnaent bank shall be deemed to be

11.
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acting as experts and not as arbitrators aad, in the absence of manifest error, their
decision shall be conclusive and binding on the Company and the Subscriber and all
persons claiming through or under them respectively.

12. Notices

(a) Any notice, demand or other com:nunication required or permitted to be given
by or under the Convertible Bond shall be in writing and shall be given by
delivering or sendirg it to the relevant party at its address or facsimile number
set out below (or such other address or faosimile nr:mber in Hong Kong as the
parfy concemed may have notified to the other parly pursuant to this
Condition):

To the Company
Add¡ess Room 1507, Office Tower,

Convention Plaz+
I Harboru Road,
Hong Kong
(8s2)2st1-6090
(8s2) 2511-9807
Mr. Alvin Leung

221F., World Wide House,
Central,
Hong Kong
(8s2) 2s01-0088
(8s2) 2s01-0028
Mr. Kelvin Kwan

TelephoneNo.
Facsimils ¡e.
Attention

To the Subscriber
Address

Telephone No.
FacsìmileNo,
Attention

(b) Any notice, demand or other commr¡nication so addressed to the relevant parly
shall be deemed to have been delivered:

(Ð if delivered by hand, when delivered to the relevant address;

(iÐ if given or made by letter in a prepaid envelope by post, 48 hou¡s after
posting, or upon acknowledgement of receipt by the addressee, if
sooner;

(iiÐ if given or made by facsimile, when despatched.

13. Amendment

The temrs and conditions of the Convertible Bond may be varied, expanded or
amended by agreement in writing between the Company and the Subscriber.

Subwipltm Agæement (æ) 50



14. Goveming law and jurisdiction

The Convertible Bond and the Conditions axe governed by and shall be constn¡etl in
accordrnce with the laws of Hong Kong and the parties hereto agree to submit to the
non-exclusive jurisdiction of the cou¡ts of Hong Kong.
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SCIM,DI]LE 4

F'ORM OX' CONVERSION NOTICE

Date:

To: A¡ffield Group Limited

Dear Sirs,

E)(ERCISE OF TIIE COI{\{ERSION RIGIIT ATTACHED TO TIIE CON\TERTIBLE
BOND ISSUED By ARTFTELD cROUp LIMTTEp CII{E "COMpAl{r')

We ¡efer to the subscription agreement dated 15 January 2008 (the "Agreement") entered into
between rx and Artfield Group Limited (the "Company") in relation to the subscription of a
convertible bond in the principal amount of HK$200,000,000 by us. Terms defined in the
Agreement shall have the s"-e meaning when used herein.

Pursuant to Condition 6 of the Conditions att¿ohed to the Certificate, we hereby give you notice
to exercise the rightto convert the sum of HK$[o] under the Converlible Bond into Conversion
Shares at the Conversion Price.

You are requested to complete the issue and allotnent of the Conversion Shares in accordance
with the Conditions.

Yours faithfully,

[.]

Subw'rptì ù Agrê ñcd (aê) 52



IN WITNESS \ryHEREOF this Agteement has been executed on the day and year first above
written.

SIGNED by léua/( rlêu,J6 /2.'/Ç

for and on behalf of
ARTFIELD GROT]P LIMITED
in the presence of:

Director

)
)
)
)
)

SIGNED by lâ
d,Ìrsd",r

for and on behalf of
ASCENT GOAL INVESTMENTS
LIMITED
in the presence of;

+o*2 W,
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ARTFIELD GROUP LIMITED

(Incorporated in the Bermuda with limited liability)

HK$200, OOO,OOO ZERO INTEREST CONVERTIB LE BOND

Issued pursuant to the Bye-laws of Artfield Group Limited (the "Company") and a resolution
of its board of directors passed on l4 March 2008.

THIS IS TO CERTIFY that Ascent Goal Investments Limited, a company incorporated under
the laws of British Virgin Islands, whose registered offrce is situate at P,O. Box 957, Offshore
Incorporations Centre, Road Town, Tortol4 British Virgin Islands is the registered holder (the
"Subscriber") of the above-mentioned Convertible Bond (the "Convertible Bond"). The
Convertible Bond is issued with the benefit of and subject to the terms and conditions attached
hereto (the "Conditions") which shall form an integral part of this Certificate.

GMN under the Common Seal of the Company this 14ù day of March 2008 ,

Corwertible Bond:

The Convertible Bond shall be issued only in registered form and is only transferable to the extent permitted by
and upon and subject to the lerms and conditions attached hereto. This certi/ìcate must be delivered to the board
of directors of the Compøny þr cancellation and, if applicabte, lhe reissue or qn appropriate certfficate in the
event ofany such trander,

Director



Date

(For endorsement in the event of partial conversion)

Amount Converted Amount Outstandine



2.

TERMS AND CONDITIONS OF THE COÌ\IVERTIBLE BOND

The Convertible Bond shall be held subject to and with the benefit of the terms and conditions
(the "Conditions") set out below and such terms and conditions shall be binding on Artfield
Group Limited (the "Company"). Except where the context otherwise requires, expressions
defined in the Subscription Agreement dated 15 January 2008 inrespect of the Convertible
Bond shall bear the same meanings in this Certificate:

1. Period

The Maturity Date of the Convertible Bond shall be a date falling 36 months from the
date of issue of the Certificate and the Company shall repay the principal amount
outstanding under the Convertible Bond to the Subscriber in full on the Maturity Date.

Amount and issue of the Convertible Bond

(a) The Convertible Bond will be issued subject to the terms of these Conditions
and shall be binding on Company and enure for the benefit of the Subscriber
and permitted transferees of the original Subscriber,

(b) The Company shall pay all duties or stamp duties (if any) on the issue of the
relevant Convertible Bond and the initial deliverv of the Convertible Bond.

The Convertible Bond shall be held subject to and with the benefìt of the
Conditions and such Conditions shall be binding on the Company and the
Subscriber and all persons claiming through them.

Status and Transfer

(a) The obligations of the Company under the Convertible Bond constitute general
and unsecured obligations of the Company and rank, and will runk, pari passu
with all other present and future unsecured and unsubordinated obligations of
the Company except for obligations accorded preference by mandatory
provisions of applicable law. No application will be made for a listing of the
Convertible Bond in the Stock Exchange or any recognized stock exchange.

The Convertible Bond may only be assigned or transferred by the Subscriber to
the transferee (or their duly authorised representatives) with execution of a
transfer instrument in a form approved by the boæd of directors of the Company.
Subject thereto, the principal amount outstanding under the Convertible Bond
may be assigned or transferred in whole or in part,

In the event of a transfer of the Convertible Bond or any part thereof, the
Certificate of the Convertible Bond must be delivered to the Company for
registration together with (i) the duly executed transfer instrument refered to in
Condition 3(b); and (ii) in the case of the execution of such transfer instrument
by an offtcer for and on behalf of the Subscriber and the transferee, each being
a corporation, the authority of that officer to do so. The Company shall, within
30 days of receipt of such documents from the Subscriber, cancel the existing

(b)

(c)

(c)



4.

6.

Certifrcate and issue a ne\ry Certihcate in favour of the transferee or assignee

and, in the case of a transfer of part of the Convertible Bond, the Subscriber.

Interest

The Convertible Bond shall bear no interest.

Redemption

Neither the Company nor the Subscriber shall at any time redeem (all or part of the
principal amount of the Convertible Bond outstanding prior to the Maturity Date.

Conversion

The Subscriber or its nominee(s) will have the right to convert in whole or in
part of the principal amount of the Convertible Bond into Conversion Shares at

the Conversion Price on any Business Day during the Conversion Period
provided that the amount so converted shall be at least HK$1,000,000 (and in
integral rnultiples thereof) on each conversion, save that if the principal
outstanding amount of the Convertible Bond is less than HK$1,000,000, the
whole (but not part only) of such outstanding principal amount of the
Convertible Bond may be converted. No fraction of a Share will be issued on
conversion but an equivalent cash payment (except in cases where any such
cash payment would amount to less than HK$ 10) in Hong Kong dollars will be

made to the Subscriber in respect of such fraction. The Conversion Shæes shall
be allotted and issued, credited as fully paid, to the Subscriber by the Company,
in accordance with the Bye-laws. The Conversion Shares issued upon
conversion shall rankpari passu in all respects with all other issued Shares as

at the date of allotment of such Shares upon conversion and shall be entitled to
all dividends and other distributions where the record(s) date for which falls on
a date on or after the date of such allotment. Notwithstanding any other
provision in these Conditions, the Subscriber shall exercise its right attaching to
the Convertible Bond only if the allotment and issue of the Conversion Shares

will not cause the Company to be in breach of the minimum public float
requirement stipulated under Rule 8.08 of the Listing Rules ("Public Float
Requiremènt"). The Company shall within the next Business Day after its
receipt of the Conversion Notice from the Subscriber inform the Subscriber in
writing if the proposed allotment and issue of the Conversiion Shares would
result in a breach of the Public Float Requirement,

The Subscriber shall exercise the right to convert the Convertible Bond by
completing and serving on the Company 7 days' Conversion Notice and

delivering the same, together with the Certificate, to the principal place of
business of the Company in Hong Kong. A Conversion Notice once given may
not be withdrawn without the prior consent in writing of the Company. The
Subscriber shall be responsible for the payment of all capiøl duties (if any)
arising from the conversion of the Convertible Bond and all charges for the
issue of share certificates shall be borne by such party in accordance with the

Bye-laws and subject thereto, all stamp duty and other duties, levies and

charges (if any) arising on conversion in Hong Kong or Bermuda shall be borne
by the Subscriber.

(a)

(b)
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(c) Should the Subscriber exercise the right to convert the Convertible Bond, in
whole or in part, the Company shall allot and issue to the Subscriber such
number of Shares converted under such amount of the Convertible Bond at the
Conversion Price within 7 Business Days from the date on which the
Conversion Notice served by the Subscriber. The Company shall apply the
equivalent amount of the subscription money paid by the Subscriber to the
Company as consideration.

Adjustments

(a) Subject as hereinafter provided, the Conversion Price shall from time to time be
adjusted in accordance with the following relevant provisions so that if the event
giving rise to any such adjustment shall be such as would be capable of falling
within more than one of sub-paragraphs (i) to (vi) inclusive of this Condition 7,
it shall fall within the first of the applicable paragraphs to the exclusion of the
remaining paragraphs:

(Ð If and whenever the Shares by reason of any consolidation or
. sub-division become of a different nominal amount, the Conversion

Price in force immediately prior thereto shall be adjusted by multiplying
it by the revised nominal amount and dividing the result by the former
nominal amount. Each such adjustment shall be effective from the close
ofbusiness in Hong Kong on the day immediately preceding the date on
which the consolidation or sub-division becomes effective,

(ii) If and whenever the Company shall issue (other than in lieu of a cash

dividend) any Shares credited as fully paid by way of capitalization of
profits or reseryes (including any share premium account or capital
redemption reserve fund), the Conversion Price in force immediately
prior to such issue shall be adjusted by multiplying it by the aggregate
nominal amount of the issued Shares immediately before such issue and

dividing the result by the sum of such aggregate nominal amount and the

aggregate nominal amount of the Shares issued in such capitalization,
Each such adjustment shall be effective (if appropriate retroactively)
from the commencement of the dav next followine the record date for
such issue.

(iiÐ If and whenever the Company shall make any Capital Distribution (as

defined in this Condition 7(b) to holders (in their capacity as such) of
Shares (whether on a reduction of capital or otherwise) or shall grant to
such holders rights to acquire for cash assets of the Company or any of
its subsidiaries, the Conversion Price in force immediately prior to such
distribution or grant shall be adjusted by multiplying it by the following
fraction:

A.B
A

where:



A = the market price (as defined in this Condition 7(b)) on the date on
which the Capital Distribution or, as the case may be, the grant is
publicly announced or (failing any such announcement) next
preceding the date of the Capital Distribution or, as the case may be,
ofthe grant; and

B : the fair market value on the day of such announcement or ( as the
case may require) the next preceding day, as determined in good
faith by an approved merchant bank, of the portion of the Capiøl
Distribution or of such rights which is attribuøble to one Share,

Provided that:

(aa) if in the opinion of the relevant approved merchant bank, the use

of the fair market value as aforesaid produces a result which is
significantly inequitable, it may instead determine (and in such

event the above formula shall be construed as if B meant) the
amount of the said market price which should properly be

attributed to the value of the Capital Distribution or rights; and

(bb) the provisions of this sub-paragraph (iii) shall not apply in
relation to the issue of Shares credited as fully paid by way of
capitalization of profits or reseryes and issued in lieu of a cash

dividend.

Each such adjustment shall be effective (if appropriate retroactively)
from the commencement of the day next following the record date for
the Capital Distribution or grant.

(iv) If and whenever the Company shall offer to holders of Shæes new
Shares for subscription by way of rights, or shall grant to holders of
Shares any options or warrants to subscribe for new Shares (other than
options granted or Shares issued to employees or directors of the

Company or any of its subsidiaries or their respective personal

representatives pursuant to any employee or executive share scheme), at

a price which is less than 90 per cent of the market price at the date of
the announcement of the terms of the offer or grant, the Conversion
Price shall be adjusted by multiplying the Conversion Price in force
immediately before the date of the announcement of such offer or grant
by a fraction of which the numerator is the number of Shares in issue

immediately before the date of such announcement plus the number of
Shares which the aggregate ofthe amount (if any) payable for the rights;
options or wanants and of the amount payable for the total number of
new Shares comprised therein would purchase at such market price and

the dénominator is the number of Shares in issue immediately before the
date of such announcement plus the aggregate number of Shares offered
for subscription or comprised in the options or warrants (such

adjustment to become effective (if appropriate retroactively) from the

coÍrmencement of the day next following the record date for the offer or
grant) provided however that no such adjustment shall be made if the



(v)

Company shall make a like offer or grant (as the case may be) at the
same time to the Subscriber (subject to such exclusions or other
anangements as the directors of the Company may deem necessary or
expedient in relation to fractional entitlements or having regard to any
restrictions or obligations under the laws of, or the requirements of any
recognised regulatory body or any stock exchange in any tenitory
outside Hong Kong) as if it had exercised the Conversion Rights under
the Convertible Bond in full on the day immediately preceding the
record date for such offer or grant.

(aa) If and whenever the Company shall issue wholly for cash any
securities which by their terms are convertible into or
exchangeable for or carry rights of subscription for new Shares
(other than options granted or Shares issued to employees or
directors of the Company or any of its subsidiaries or their
respective personal representatives pursuant to any employee or
executive sha¡e scheme), and the total Effective Consideration
per Share (as defined below) initially receivable for such
securities is less than 90 percent of the market price at the date

of the announcement of the terms of issue of such securities, the
Conversion Price shall be adjusted by multiplying the
Conversion Price in force immediately prior to the issue by a

fraction of which the numerator is the number of Shares in issue
immediately before the date of the issue plus the number of
Shares which the total Effective Consideration receivable for the
securities issued would purchase at such market price and the
denominator is the number of Shares in issue immediately
before the date of the issue plus the number of Shares to be

issued upon conversion or exchange of or the exercise of the
subscription rights conferred by, such securities at the initial
conversion or exchange rate or subscription price. Such

adjustment shall become effective (if appropriate retrospectively)
from the close of business in Hong Kong on the Business Day
next preceding whichever is the earlier of the date on which the
issue is announced and the date on which the Company
determines the conversion or exchange rate or subscription
price,

(bb) If and whenever the rights of conversion or exchange or
subscription attached to any such securities as are mentioned in
section (aa) of this sub-paragraph (v) are modified so that the
total Effective Consideration per Share initially receivable for
such securities shall be less than 90 per cent. of the market price
at the date of announcement of the proposal to modify such
rights of conversion or exchange or subscription, the Conversion
Price shall be adjusted by multiplying the Conversion Price in
force immediately prior to such modification by a fraction of
which the numerator is the number of Shares in issue

immediately before the date of such modification plus the
number of Shares which the total Effective Consideration
receivable for the securities issued at the modified conversion or



exchange price would purchase at such mæket price and of
which the denominator is the number of Shares in issue

immediately before such date of modification plus the number of
Shares to be issued upon conversion or exchange of or the
exercise ofthe subscription rights conferred by such securities at
the modified conversion or exchange rate or subscription price.
Such adjustment shall become effective as at the date upon
which such modification shall take effect, A right of conversion
or exchange or subscription shall not be treated as modified for
the foregoing purposes where it is adjusted to take account of
rights or capitalization issues and other events normally giving
rise to adjustment of conversion or exchange terms.

For the purposes of this sub-paragraph (v), the "total Effective
Consideration" receivable for the securities issued shall be deemed to
be the consideration receivable by the Company for any such securities
plus the additional minimum consideration (if any) to be received by the
Company upon (and assuming) the conversion or exchange thereof or
the exercise of such subscription rights, and the total Effective
Consideration per Share initially receivable for such securities shall be

such aggregate consideration divided by the number of Shares to be

issued upon (and assuming) such conversion or exchange at the initial
conversion or exchange rate or the exercise ofsuch subscription rights
at the initial subscription price, in each case without any deduction for
any commissions, discounts or expenses paid, allowed or incurred in
connection with the issue.

(vÐ If and whenever the Company shall issue wholly for cash any Shares

(other than Shares issued to employees or directors of the Company or
any of its subsidiaries or their respective personal representatives
pursuant to any ernployee or executive share scheme) at a price per
Share which is less than 90 per cent. of the market price at the date of the
announcement of the terms of such issue. the Conversion Price shall be

adjusted by multiplying the Conversion Price in force immediately
before the date of such amouncement by a fraction of which the
numerator is the number of Shares in issue immediately before the date

of such announcement plus the number of Shares which the aggregate
amount payable for the issue would purchase at such market price and
the denominator is the number of Shares in issue immediately before the
date of such announcement plus the number of Shares so issued. Such

adjustment shall become effective on the date of the issue.

(b) For the purposes of this Condition 7:

"announcement" shall include the release of an announcement to the
press or the delivery or transmission by telephone, facsimile
transmission, electronic transmission, telex or otherwise of an

announcement to the Stock Exchange and "date of announcement" shall
mean the date on which the announcement is first so released, delivered
or transmitted:



(c)

"approved merchant bank" means a merchant bank of repute in Hong
Kong selected by the Company and approved by the Subscriber which
approval shall not be unreasonably withheld or delayed for the pwpose
of providing a specific opinion or calculation or determination
hereunder;

"Capital Distribution" shall (without prejudice to the generality of that
phrase) include distributions in cash or specie. Any dividend charged or
provided for in the accounts for any financial period shall (whenever
paid and however described) be deemed to be a Capital Distribution
provided that any such dividend shall automatically be deemed not a

Capital Distribution if it is paid out of the aggregate of the net profrts
attributable to the holders of Shares for all financial periods after that
ended 31 March as shown in the audited consolidated profit and loss
account of the Company and its subsidiaries for each such financial
period;

"issue" shall include allot;

"market price" means the average ofthe closing prices of one Share on
the Stock Exchange as quoted in the official sheet of the Stock
Exchange (or the equivalent) for each of the last five Stock Exchange
dealing days on which dealings in the Shares on the Stock Exchange
took place ending on the last such dealing day preceding the day on or
as of which the market price is to be ascertained;

"Shares" includes, for the purposes of Shares comprised in any issue,
distribution or grant pursuant to sub-paragraphs (iii), (iv), (v) or (vi) of
this Condition 7(a), any such ordinary shares of the Company as, when
fully paid, will be Shares;

"reserres" includes unappropriated profits;

"rights" includes rights in whatsoever form issued.

The provisions of sub-paragraphs (ii), (iii), (iv), (v) and (vi) of this
Condition 7(a) shall not apply to:

(Ð an issue of fully-paid Shares upon the exercise of any conversion
rights attached to securities convertible into Sha¡es or upon
exercise of any rights (including arLy conversion of the
Convertible Bond) to acquire Shares provided that an adjustment
has been made (if appropriate) under this Condition 7 in respect
ofthe issue of such securities or granting ofsuch rights (as the
case may be);

(ii) a grant ofoptions or an issue ofShares or other securities.ofthe
Company or any subsidiary of the Company carrying rights to
subscribe for or acquire, or wholly or partly convertible into,
Shares to employees or directors of the Company or any of its



(d)

subsidiaries or their respective personal representatives pursuant
to any employee or executive share scheme;

(iii) an issue by the Company of Shares or by the Company ot any
subsidiary of the Company of securities wholly or partly
convertible into Shares or ofrights to acquire Shares, in any such
case in consideration or part consideration for the acquisition of
any other securities, assets or business provided that an

adjustment has been made (if appropriate) under this Condition
7 in respect ofthe issue of such Shares or securities or granting
of such rights (as the case may be);

(iv) an issue of fully-paid Shares by way of capitalization of all or
part of any subscription right reserve, or any similar reserve
which has been or may be established pursuant to the terms of
any securities wholly or partly convertible into Shares or of
rights to acquire Shares;

(v) an issue of Shares pursuant to a scrip dividend scheme where an
amount not less than the nominal amount of the Shares so issued
is capitalised and the market value of such Shares is not more
than 110 per cent. of the amount of dividend which holders of
the Sha¡es could elect to or would otherwise receive in cash, for
which purpose the "market value" of a Share shall mean the
average of the closing prices as quoted in the official sheet of the
Stock Exchange (or the equivalent) for such Stock Exchange
dealing days on which dealings in the Shares took place (being
not less than five such days) as are selected by the directors of
the Company in connection with determining the basis of
allotment in respect of the relevant scrip dividend and which fall
within the period of one month ending on the last day on which
holders of Shares may elect to receive or (as the case may be) not
to receive the relevant dividend in cash; or

(vi) an issue of Sha¡e or other securities of the Company or any

subsidiary of the Company wholly or partly convertible into, or
rights to acquire, Shares pursuant to any existing options,
warrants, convertible bonds and similar rights to subscribe or
purchase equity securities of the Company.

Any adjustment to the Conversion Price shall be made to the nearest one

cent so that any amount under half a cent shall be rounded down and any
amount of half a cent or more shall be rounded up and in no event shall
any adjustment (otherwise than upon the consolidation of Shares into
Shares of a larger nominal amount) involve an increase in the
Conversion Price. In addition to any determination which may be made
by the directors of the Company, every adjustment to the Conversion
Price shall be certified either (at the option of the' Company) by the
auditors of the Company for the time being or by an approved merchant
bank.

10



(e) Notwithstanding anything contained herein, no adjustment shall be
made to the Conversion Price in any case in which the amount by which
the same would be reduced in accordance with the foregoing provisions
of this Condition would be less than one cent a¡d any adjustment that
would otherwise be required then to be made shall not be carried
forward.

If the Company or any subsidiary of the Company shall in any way
modi$r the rights attached to any shæe or loan capital so as wholly or
partly to convert or make convertible such share or loan capital into, or
attach thereto any rights to acquire, Shares, the Company shall appoint
an approved merchant bank to consider whether any adjustment to the
Conversion Price is appropriate (and if such approved merchant bank
shall certifu that any such adjustment is appropriate the Conversion
Price shall be adjusted accordingly and the provisions of this Condition
7(d), (e) and (h) shall apply).

Notwithstanding the provisions of this Condition 7(a), in any
circumstances where the directors of the Company shall consider that an
adjustment to the Conversion Price provided for under the said
provisions should not be made or should be calculated on a different
basis or that an adjustment to the Conversion Price should be made

notwithstanding that no such adjustment is required under the said
provisions or that an adjustment should take effect on a different date or
with a different time from that provided for under the provisions, the
Company may appoint an approved merchant bank to consider whether
for any reason whatever the adjustment to be made (or the absence of
adjustment) would or might not fairly and appropriately reflect the
relative interests ofthe persons affected thereby and, if such approved
merchant bank shall consider this to be the case, the adjustrnent shall be
modified or nullified or an adjustment made instead of no adjustment in
such manner (including without limitation, making an adjustment
calculated on a different basis) and/or the adjustment shall take effect
from such other date and/or time as shall be certified by such approved
merchant bank to be in its opinion appropriate.

Whenever the Conversion Price is adjusted as herein provided, the
Company shall give notice to the Subcriber that the Conversion Price
has been adjusted (and setting forth the event giving rise to the
adjustment, the Conversion Price in effect prior to such adjustment, the
adjusted Conversion Price and the effective date thereof) and shall at all
times thereafter so long as the Convertible Bond remains outstanding
make available for inspection at its principal place of business in Hong
Kong a signed copy of the said certificate of the approved merchant
bank and a certificate signed by a director of the Company setting forth
brief particulars of the event giving rise to the adjustment, the
Conversion Price in effect prior to such adjustment, the adjusted
Conversion Price and the effective date thereof and shall, on request,
send a copy thereofto the Subscriber.

(Ð

(e)

(h)

ll



(Ð If the application of any of the provisions of this Condition 7 wouldbut
for this paragraph (i) result in the Conversion Price being reduced so
that on conversion Shares shall fall to be issued at a discount to their
nominal value, then the Conversion Price shall be adjusted to an amount
equal to the nominal value of one Share.

8. Protection ofthe Subscriber

So long as the Convertible Bond is outsønding, and subject to any approvals otherwise
given in writing by the Subscriber:

(a)

(b)

the Company shall not in any way modify the rights attached to the Shares as a
class or attach any special restrictions thereto;

the Company shall not issue or pay up any securities by way of capitalization of
profits or reserves other than (i) by the issue of fully-paid Shares to holders ofits
Shares; or (ii) as mentioned in Condition 7(c)(iv); or (iii) by the issue of Shares
in lieu of a cash dividend in the manner referred to in Condition 7(c)(v);

the Company shall not øeate or permit to be in issue any equity share capital
other than Shares, provided that nothing in this Condition 8(c) shall prevent (i)
any consolidation or sub-division of the Shares; or (ii) the issue of any equity
share capital which does not participate in dividend before a certain date or in
respect of a certain financial period but ranks pari passu in all other respects
with the Shares; or (iii) the issue of equity share capital to offrcers or employees
of the Company or any of its subsidiaries pursuant to an employee or executive
share scheme;

the Company shall procure that at no time shall there be in issue Shæes of
differing nominal values;

the Company shall not make any issue, grant or distribution or take any other
action if the effect thereof would be that on the exercise of the right to convert
the Convertible Bond it would but for Condition 7(a)(i) be required to issue
Shares at a discount to their nominal value:

the Company shall use its best endeavours (i) to maintain a listing for all the
issued Shares on the Main Board of the Stock Exchange or on such other
equivalent internationally recognized stock exchange (a "recognized stock
exchange") as the Company may from time to time determine; (ii) to obtain and
maintain a listing on the Stock Exchange (or a recognized stock exchange) for
all the Conversion Shares issued on the exercise of right to convert the
Convertible Bond; and (iii) to obtain a listing for all the Conversion Shares
issued on the exercise of the right to convert the Convertible Bond on any other
stock exchange on which any of the Shares are for the time being listed and will
forthwith give notice to the Subscriber in accordance with Condition 10 of the
listing or delisting of the Shares by any such stock exchange;

the Company shall, as soon as possible and in any event not later than 3

Business Days after the announcement of the terms of any issue referred to in
Condition 7 , gíve notice to the Subscriber advising it of the date on which the

(c)

(d)

(e)

(Ð

G)

12



relevant adjustment of the Conversion Price is likely to become effective and of
the effect of exercising the right to convert the Convertible Bond pending such
date;

(h) the Company shall comply with and procure the compliance with all conditions
imposed by the Stock Exchange or by any other competent authority (in Hong
Kong or elsewhere) for approval of the issue of the Convertible Bond or for the
listing of and permission to deal in the Shares issued or to be issued on the
exercise of the right to convert the Convertible Bond and shall ensure the
continued compliance therewith; and

(Ð the Company shall ensure that atl Shares issued upon conversion of the
Convertible Bond will be duly and validly issued, fully paid and registered,

9. Issue of Shares on Conversion

The Company undertakes to issue the Conversion Shares to the Subscriber (or as it may
direct) upon exercise the right to convert the Convertible Bond, in whole or in part, by
the Subscriber. The Conversion Shares arising on conversion shall be allotted and
issued by the Company to the Subscirber (or as it may direct) within 7 Business Days
from the date on which the Conversion Notice served by the Subscriber expires and
certificates for the Shares to which the Subscriber shall become entitled in consequence
of exercising its right to convert the Convertible Bond shall be issued in board lots and
(if appropriate) together with an endorsement on the Certificate by a director of the
Company for any balance of the principal arnount of the Convertible Bond not
converted,

Events of Default

If any of the following events oscurs, the Subscriber may give notice to the Company
that the Convertible Bond is, and it shall on the giving of such notice immediately
become, due and payable at its principal a¡nount:

(a) the Company fails to pay the principal amount when due unless such
non-payment is due solely to administrative or technical error and payment is
made within 7 Business Days of the due date thereof; or

(b) the Company defaults in performance of or observance of or compliance with
any of its other material obligations set out herein which default is incapable of
remedy or, if capable of remedy, is not remedied within 14 Business Days after
notice of such default shall have been given to the Company by such Subscriber;
or

(c) an encumbrancer takes possession of or a receiver, manager or other sirnilar
officer is appointed in respect of the whole or any substantial part of the
undertaking, property, assets or revenues of the Company; or

the Company becomes insolvent or is unable to pay its debts as they mature or
applies for or consents to or suffers the appointment of any administrator,

10.
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11.

12.

liquidator or receiver of the Company or the whole or any substantial part of the
undertaking, property, assets or revenues of the Company or takes any
proceeding under any law for a re-adjustment or deferment of its obligations or
any part of them or makes or enters into a general assignment or compromise
with or for the benefit of its creditors; or

(e) an order is made or an effective resolution passed for the winding up of the
Company; or

(Ð a moratorium is agreed or declared in respect of any indebtedness of the
Company or any govemmental authority or agency condemns, seizes,

compulsorily purchases or expropriates all or a substantial part of the assets of
the Company; or

(g) the Sha¡es (as a class) cease to be listed on the Main Board of the Stock
Exchange or a recognized stock exchange (each as defmed in Condition 8(Ð)
for a continuous period of 10 Trading Days due to the default of the Company.

The Company will forthwith on becoming aware of any such event as is mentioned in
this Condition give notice in writing thereof to the Subscriber, At any time after the
Convertible Bond has become payable the Subscriber may without further notice
institute such proceedings as it may think fit to enforce payment of the monies due.

Experts

In giving any certificate or making any adjustment hereunder, the auditors of the
Company or (as the case may be) the approved investment bank shall be deemed to be

acting as experts and not as arbitrators and, in the absence of manifest error, their
decision shall be conclusive and binding on the Company and the Subscriber and all
persons claiming through or under them respectively.

Notices

(a) Any notice, demand or other communication required or permitted to be given
by or under the Convertible Bond shall be in writing and shall be given by
delivering or sending it to the relevant party at its address or facsimile number
set out below (or such other address or facsimile number in Hong Kong as the
party concerned
Condition):

To the Company
Address

may have notified to the other party pursuant to this

Room 1507, Office Tower,
Convention Plaza,
I Harbour Road,
Hong Kong
(852) 251 1-60e0
(852) 2sl1-9807
Mr. Alvin Leung

22[F., World Wide House,

Telephone No.
Facsimile No.
Attention

To the Subscriber
Address

14



Central,
Hong Kong

Telephone No. : (852) 2501-0088
Facsimile No. : (852) ZS0t-0028
Attention : Mr. Kelvin Kwan

(b) Any notice, demand or other communication so addressed to the relevant party
shall be deemed to have been delivered:

(Ð if delivered by hand, when delivered to the relevant address;

(iÐ if given or made by letter in a prepaid envelope by post, 48 hours after
posting, or upon acknowledgement of receipt by the addressee, if
sooner;

(iii) if given or made by facsimile, when despatched.

13. Amendment

The terms and conditions of the Convertibte Bond may be varied, expanded or
amended by agreement in wdting between the Company and the Subscriber.

14. Goveming law and jurisdiction

The Convertible Bond and the Conditions are govemed by and shall be construed in
accordance with the laws of Hong Kong and the parties hereto agree to submit to the
non-exclusive jurisdiction of the courts of Hong Kong.
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FORM OF COI{VERSION NOTICE

Date:

To: Atfield Group Limited

Dear Sirs,

EXERCISE OF'THE CONIVERSION RIGIIT ATTACHED TO THE CONVERTIBLE
BOND ISSTIED By ARTFIELD GROUP LIMTTED (THE,,COMPANY")

'We refer to the subscription agreement dated l5 January 2008 (the "Agreement") entered into
between us and Artfield Group Limited (the "Company") in relation to the subscription of a
convertible bond in the principal amount of HK$200,000,000 by us. Terms defined in the
Agreement shall have the same meaning when used herein,

Pursuantto Condition 6 ofthe Conditions attached to the Certificate, we hereby give you notice
to exercise the right to convert the sum of HK$lo] under the Convertible Bond into Conversion
Shares at the Conversion Price,

You are requested to complete the issue and allotment of the Conversion Shares in accordance
with the Conditions.

Yours faithfully,

lol
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