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In view of the ongoing COVID-19 pandemic, the Company will impl
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In this circular, unless the context otherwise requires, the following expressions have the 
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“Independent Board Committee”	
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“Shuifa Guangyao	 the date of completion of Shuifa Guangyao Acquisition;
  Completion Dateò

“Shuifa Guangyao CPs”	 the conditions precedent for Shuifa Guangyao Acquisition 
as stipulated in the Shuifa Guangyao Sale and Purchase 
Agreement;
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“Xintaishi Zhongmu	 the date of completion of Xintaishi Zhongmu Acquisition;
  Completion Dateò

“Xintaishi Zhongmu CPs”	 the conditions precedent for Xintaishi Zhongmu Acquisition 



LETTER FROM THE BOARD

– 8 –



LETTER FROM THE BOARD

– 9 –

The purpose of this circular is to provide you with, among other things, (i) the material terms 
of and further information in relation to the Acquisitions; (ii) the recommendation and advice of 
the Independent Board Committee; (iii) a letter of advice from Red Sun Capital to the Independent 
Board Committee and the Independent Shareholders; and (iv) other information as required under 
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Subject Matter
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The consideration for the Shuifa Guangyao Acquisition was determined after 
armôs length negotiation between the Purchaser and the Vendor by reference to, 
among others, the historical financial performance of Shuifa Guangyao and the assets 
and liabilities of Shuifa Guangyao. In addition, the Purchaser also took into account 
the valuation of the 100% equity interest in Shuifa Guangyao at approximately 
RMB9,000,000 by using the market-based approach as at 30 April 2021 by the Valuer in 
the Valuation Report.

Taking into account that (i) the consideration payable for the Shuifa Guangyao 
Acquisition is lower than the valuation of the 100% equity interest in Shuifa Guangyao; 
(ii) the potential value of the power generation project solely invested and owned 
by Shuifa Guangyao as disclosed under the section headed “Information on Shuifa 
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(c)	
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Consideration Adjustment

The transition period shall start from 30 April 2021 and end on the Shuifa 
Guangyao Completion Date, and the Vendor shall ensure that the shareholdersô equity 
in Shuifa Guangyao shall not be reduced during the transition period. Within one month 
from the date of signing of the Shuifa Guangyao Sale and Purchase Agreement, the 
Vendor and the Purchaser agree to conduct a subsequent audit on the transition period 
of Shuifa Guangyao by the Original Auditor, and the audit results shall be approved by 
both parties. If, after audit, the shareholdersô equity has been reduced due to the Vendorôs 
breach of its undertakings during the transition period, the consideration shall be 
reduced accordingly. The reduction of consideration shall follow the following formula: 
the amount of reduction of shareholders’ equity x 100%. If, after the reduction, the 
amount paid by the Purchaser has exceeded the reduced consideration, the Vendor shall 
return the excess to the Purchaser within ten business days or deduct it directly from 
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(8)	
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(d)	 The Vendor shall be liable for any costs incurred by Shuifa Guangyao for the 
compliance of social insurance and provident fund contributions payment, or 
any adverse consequences such as disputes with the employees or administrative 
penalties arising from non-compliance of social insurance and provident fund 
contributions payment.

As at the Latest Practicable Date, the Company does not foresee any potential 
penalties or losses to Shuifa Guangyao or any adverse impact to the operations of Shuifa 
Guangyao due to matters set out in (a) to (d) above.

As far as the Company is aware, the due and timely payment of the rent under 
the Jiangsu Financial Lease Agreement after 30 April 2021 would not have any 
material effects on the financial information of Shuifa Guangyao which may affect the 
consideration for the Shuifa Guangyao Acquisition.

All necessary licenses, approvals, certiýcates and permits for the construction and 
business operation of the project under the Shuifa Guangyao have been obtained.

(ii)	
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Taking into account that (i) the Vendor, Xintaishi Zhongmu and the Purchaser are 
all wholly or partially owned by the Shuifa Group; (ii) apart from the consent required 
from Cpi Ronghe, the equity interests in Xintaishi Zhongmu is clear, legal and valid 
and there is no dispute or controversy in relation to the equity interests in Xintaishi 
Zhongmu; and (iii) Shuifa Group has completed its internal approval procedures in 
relation to the Xintaishi Zhongmu Acquisition, the Directors are therefore of view that 
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The real property ownership certificate mentioned in item (d) above has been 
obtained and the disputes arising from land leasing matters mentioned in item (g) above 
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Subject Matter
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(9)	 it shall not cause Dongying Tianze to make any material payment in respect 
of the Vendor and the Purchaserôs taxation matters, except as agreed by the 
Vendor and the Purchaser;

(10)	
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(ii)	 Cpi Ronghe Financial Lease Agreement 2016

Lessor :
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(iii)	 Cpi Ronghe Financial Lease Agreement 2017

Lessor : Cpi Ronghe

Lessee
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(iv)	 Huarun Financial Lease Agreement

Lessor : Huarun Lease

Lessee : Dongying Tianze

Date of agreement
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As one of the conditions precedent for the Xintaishi Zhongmu Acquisition, Cpi Ronghe 
shall discharge the pledge on 86% equity interest in Xintaishi Zhongmu. Upon the completion of 
the Xintaishi Zhongmu Acquisition, the Purchaser shall pledge 86% equity interest in Xintaishi 
Zhongmu to Cpi Ronghe to guarantee the performance of the Cpi Ronghe Financial Lease Agreement 
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DONGYING TIANZE TRANSFER OF RIGHTS AGREEMENT

On 30 September 2021, the Purchaser entered into the Dongying Tianze Transfer of Rights 
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Obligations and warranties 
undertaken by Shandong 
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and the obligations undertaken by Shandong Landi and Shandong Tianrong Ruilinò is being satisýed, 
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The Vendor was the sole shareholder of Shuifa Guangyao. On 30 November 2020, the board 
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Xintaishi Zhongmu adopts a concept of “green energy, harmonious development” and 
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The 68% equity interest in Dongying Tianze, being the subject matter of the Dongying 
Tianze Acquisition, was acquired by the Vendor from Shandong Landi (i.e. the then controlling 
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GENERAL

The Independent Board Committee, comprising all the independent non-executive Directors, 
namely Dr. Wang Ching, Mr. Yick Wing Fat, Simon and Dr. Tan Hongwei, has been established to 
consider the terms of the Sale and Purchase Agreements and the Transfer of Rights Agreements and 
the transactions contemplated thereunder, and to advise the Independent Shareholders as to whether 
they are on normal commercial terms, fair and reasonable and in the interests of the Company and the 
Shareholders as a whole. None of the members of the Independent Board Committee has any interest 
or involvement in the transactions contemplated under the Sale and Purchase Agreements and the 
Transfer of Rights Agreements.

Red Sun Capital has been appointed as the Independent Financial Adviser to advise the 
Independent Board Committee and the Independent Shareholders on the Acquisitions.

SGM

The SGM will be convened for the Independent Shareholders to consider, and if thought ýt, to 
approve the Acquisitions and the transactions contemplated under the Sale and Purchase Agreements 
and the Transfer of Rights Agreements. In order to determine the Shareholders who are entitled to 
attend and vote at the SGM, the register of the Shareholders of the Company will be closed from 
�
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II.	 THE INDEPENDENT BOARD COMMITTEE

The Board currently comprises Mr. Zheng Qingtao as Chairman and executive Director, Mr. 
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V.	 PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion and recommendation on the Sale and Purchase Agreements, the 
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1.2	 Financial information of the Group
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For the year ended 31 December 2020 compared to the year ended  
31 December 2019

Based on the 2020 Annual Report, the Groupôs revenue for the year ended 
31 December 2019 and 2020 was approximately RMB3.3 billion and RMB5.4 
billion, respectively, representing an increase of approximately 63.6%. Such 
increase was mainly attributable to (i) the increase in revenue generated from the 
Groupôs construction contracts from approximately RMB2.6 billion for the year 
ended 31 December 2019 to approximately RMB3.7 billion for the year ended 31 
December 2020; and (ii) the increase in revenue generated from the Groupôs sale 
of products from approximately RMB0.5 billion for the year ended 31 December 
2019 to approximately RMB1.4 billion for the year ended 31 December 2020. 
Revenue generated from construction contracts accounted for approximately 
68.6% of the Groupôs total revenue for the year ended 31 December 2020. The 
gross profit for the year ended 31 December 2019 and 2020 was approximately 
RMB28.3 million and RMB684.7 million, respectively, representin
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3.2	
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Based on the consolidated financial statements of Dongying Tianze prepared in 
accordance with the PRC GAAP, the proýt or loss of Dongying Tianze before and after 
taxation is as follows:

 For the 
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The Acquisitions are in line with the Group’s strategy to strengthen its financial 
performance while the Group seeks to expand its portfolio of power generation projects. The 
Target Companies are fully operational and can generate a positive income (and proýt) while 
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ii.	 Parties

(a)	 Hunan Singyes Green Energy Co., Ltd.* (湖南興業綠色能源股
份有限公司), a wholly-owned subsidiary of the Company, as the 
Purchaser;

(b)	 Shandong Shuifa Clean Energy Technology Co., Ltd. * (山東水發清
潔能源科技有限公司) as the Vendor; and

(c)	 Heze Kaifaqu Shuifa Guangyao New Energy Co., Ltd.* (菏澤開發區
水發光耀新能源有限公司), as the target company.

As at the date of the Shuifa Guangyao Sale and Purchase Agreement, the Vendor is a 
directly wholly owned subsidiary of Shuifa Energy, which is a controlling shareholder (and 
therefore a connected person) of the Company indirectly holding approximately 66.92% of the 
issued share capital of the Company. Shuifa Guangyao, being owned as to 100% by the Vendor 
and therefore an associate of the Vendor, is also a connected person of the Company.

iii.	 Subject Matter

The subject matter of the sale and purchase under the Shuifa Guangyao Sale 
and Purchase Agreement is 100% equity interest in Shuifa Guangyao held by the 
Vendor.

iv.	 Consideration

The consideration payable by the Purchaser to the Vendor for the Shuifa 
Guangyao Acquisition is RMB3.16 million (equivalent to approximately HK$3.79 
million), which shall be payable by the Purchaser to the Vendor by cash or by wire 
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The consideration for the Shuifa Guangyao Acquisition was determined 
after armôs length negotiation between the Purchaser and the Vendor by reference 
to, among others, the historical financial performance of Shuifa Guangyao and 
the assets and liabilities of Shuifa Guangyao. In addition, the Purchaser also took 
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vi.	 Completion

Details of completion of the Shuifa Guangyao Acquisition are set out in 
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(c)	 Xintaishi Zhongmu New Energy Technology Co., Ltd.* (新泰市中
穆新能源科技有限公司), as the target company.

As at the date of the Xintaishi Zhongmu Sale and Purchase Agreement, 
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As stated in the Letter from the Board, apart from the consent required from 
Cpi Ronghe, the equity interests in Xintaishi Zhongmu is clear, legal and valid and 
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vi.	 Completion

Details of completion of the Xintaishi Zhongmu Acquisition are set out in 
the section headed “The Acquisitions — Xintaishi Zhongmu Sale and Purchase 
Agreement” in the Letter from the Board.

vii.	 Consideration Adjustment
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(e)	 From the e ective date of the Xintaishi Zhongmu Transfer of Rights 
Agreement, the Purchaser shall assume all obligations of the Vendor 
under the Share Transfer Agreement of Xintai Zhongmu 20MW 
Photovoltaic Power Project. The parties agree that, upon all payment 
conditions are being satisýed by Wang Qingchun, the Purchaser shall 
pay RMB7,905,000 to Wang Qingchun directly and RMB7,905,000 
shall be deducted from the consideration of the Xintaishi Zhongmu 
Acquisition.
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Control premium

In view of that (i) Shutif Guangyao will become a wholly-owned subsidiary of the 
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Marketability discount
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Valuation

Based on the consideration for (i) the Shuifa Guangyao Acquisition of RMB3.16 
million; (ii) the Xintaishi Zhongmu Acquisition of RMB49.02 million; and (iii) 
the Dongying Tianze Acquisition of RMB51.0 million, it represents a discount of 
approximately 71.3%, 72.0% and 56.8% to the respective market value appraised by the 
Valuer.

We noted that the consideration for the Acquisitions represents a premium to the 
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VI.	 OPINION AND RECOMMENDATION

Having considered, among others,
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1.	 PURPOSE OF VALUATION

This report is prepared solely for the use of the directors and management of the Company. In 
addition, Roma Appraisals Limited (hereinafter referred to as “Roma Appraisals”) acknowledges 
that this report may be made available to the Company for public documentation purpose only.

Roma Appraisals assumes no responsibility whatsoever to any person other than the Company 
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4.	 BASIS OF VALUATION
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6.	 VALUATION METHODOLOGY
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6.4	 Business Valuation
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The median control premium was adopted to minimize e ect of extreme data. The Study 
examined 122 transactions (comprising 31 U.S. transactions and 91 international transactions). 
The control premium was the percentage di erence between the purchase price per share and 
the market trading price per share una ected by the acquisition announcement.

6.6	 Calculation Details

The calculation details in arriving at the market value of the Target Companies using the 
EV/EBIT multiple were illustrated as follows:
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We assumed that the Management is competent and perform duties under the company 
regulation. Also, ownership of the Target Companies was in responsible hands, unless otherwise 
stated in this report. The quality of the Management may have direct impact on the viability of the 
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11.	 OPINION OF VALUE

Based on the investigation stated above, the valuation method employed and key assumptions 
appended above, the market values of 100% equity interests in Shuifa Guangyao, 86% equity 
interests in Xintaishi Zhongmu and 68% equity interests in Dong
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Notes:

1.	 The percentage is calculated on the basis of 2,521,081,780 Shares in issue as at the Latest 
Practicable Date.

2.	 Such interest represents the shares awards granted to the respective directors under a 
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Substantial shareholders’ and other persons’ interests in the shares and underlying shares 
of the Company

As at the Latest Practicable Date, so far as was known to the Directors or chief executive 
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3.	 Water Development (HK) Holding Co., Limited is the beneýcial owner of 1,687,008,585 
shares of the Company and has a security interest over 180,755,472 shares of the 
Company. Therefore, Water Development (HK) Holding Co., Limited has an aggregate 
interest in 1,867,764,057 shares of the Company. Water Development (HK) Holding Co., 
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8.	 EXPERT’S QUALIFICATION AND CONSENT

The following are the qualifications of the experts who have given their opinions and advice 
which are included in this circular:

Name 
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(b)	
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Notes:

(a)	


