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The Board of Directors
Da Sen Holdings Group Limited
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No. 191 Java Road
North Point
Hong Kong

Dear Sirs,

In accordance with the instruction from Da Sen Holdings Group Limited (the “Company”) 
for us to value the properties owned by the Company and its subsidiaries (together, the “Group”) 
located in the People’s Republic of China (the “PRC”), we confirm that we have carried out 
inspections, made relevant enquiries and obtained such further information as we consider 
necessary for providing you with our opinion of value of such properties as at 31 August 2022 (the 
“Valuation Date”) for public documentation purpose.

This letter, forming part of our valuation report, identifies the properties being valued, 
explains the basis and methodology of our valuation, and lists out the assumptions and title 
investigations which we have made in the course of our valuation, as well as the limiting 
conditions.

Our valuation is our opinion of market value which is defined to mean “the estimated 
amount for which an asset or liability should exchange on the valuation date between a willing 
buyer and a willing seller in an arm’s length transaction, after proper marketing and where the 
parties had each acted knowledgeably, prudently and without compulsion”.
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In valuing property no. 1, which is either held for investment or owner occupation by the 
Group in the PRC, we have adopted the Investment Method by taking into account the current rents 
passing and the reversionary income potential of the tenancies or, wherever appropriate, the Direct 
Comparison Method by making reference to comparable sales evidence as available in the relevant 
markets.

According to the legal opinion of the properties prepared by Beijing Dentons Law Offices, 
LLP (Shenzhen), the Group’s legal adviser on the PRC law, property no. 2 is under seizure by 
Chengwu County People’s Court of Shandong Province, and hence there are obstacles to transfer 
property no. 2. Therefore, we have attributed no commercial value as at the Valuation Date to 
property no. 2 due to current restriction on the transferability.

We have valued the properties on the basis that each of them is considered individually. We 
have not allowed for any discount for the properties to be sold to a single party nor taken into 
account any effect on the value if the properties are to be offered for sale at the same time as a 
portfolio.

Our valuation has been made on the assumption that the owner sells the properties on the 
open market in their existing states without the benefit of deferred terms contracts, leasebacks, 
joint ventures, management agreements or any similar arrangements which could serve to affect 
the values of the properties. No forced sale situation in any manner is assumed in our valuation. In 
addition, we have not considered any option or right of pre-emption which would concern or affect 
the sales of the properties.

No allowance has been made in our valuation for any charges, mortgages or amounts owing 
on the properties nor for any expenses or taxation which may be incurred in effecting a sale. 
Unless otherwise stated, it is assumed that the properties are free from encumbrances, restrictions 
and outgoings of an onerous nature which could affect their values.

For the purpose of compliance with Rule 11.3 of The Codes on Takeovers and Mergers and 
Share Buy-backs and as advised by the Group, the potential tax liabilities which will arise on direct 
disposal of the properties held by Group at amounts valued by us mainly comprise the following:

• Value added tax (“VAT”) at 5% or 9% on the transaction amount;

• Other surcharges at approximately 10% to 12% of VAT paid;

• Land appreciation tax at progressive rates from 30% to 60% on the appreciation in 
property value;

• Stamp duty at 0.05% on the transaction amount; and

• Enterprise income tax at 25% on profit before tax of the subject entity.

— 2 —

Our Ref : NK/PP220910R



Peak Vision
Appraisals Limited

As advised by the Group, the likelihood of the above relevant tax liabilities being 
crystallised is remote as the Group has no plans for disposal of such properties yet.

We have been provided by the Group with extract copies of documents in relation to the 
titles to the properties which are located in the PRC. We have not examined the original documents 
to verify the ownership and to ascertain the existence of any amendments which do not appear on 
the copies handed to us. In the course of our valuation, we have relied on the advice given by the 
Group and the legal opinions dated 10 October 2022 prepared by Beijing Dentons Law Offices, 
LLP (Shenzhen), the Group’s legal adviser on the PRC law (the “PRC Legal Adviser”), regarding 
the titles to the properties.

The properties were inspected during September 2022 by our consultant Mr. Chen Hong 
Xing, a Certified Public Valuer and member of the China Appraisal Society who has 7 years of 
experience in the inspection of properties in the PRC. We have inspected the exterior and, where 
possible, the interior of the properties. In the course of our inspections, we did not note any serious 
defects. However, no structural survey has been made and we are therefore unable to report 
whether the properties are free from rot, infestation or any other defects. No tests were carried out 
on any of the services.

We have not carried out on-site measurements to verify the correctness of the site and floor 
areas of the properties but have assumed that the site and floor areas shown on the documents and 
floor plans available to us are correct. Dimensions, measurements and areas included in the 
attached property valuation report are based on information contained in the documents provided 
to us and are, therefore, only approximations.

We have relied to a considerable extent on the information provided by the Group and have 
accepted advice on such matters as planning approvals, statutory notices, easements, tenures, 
particulars of occupancy, tenancy agreements, site and floor areas and all other relevant materials 
regarding the properties.

We have had no reason to doubt the truth and accuracy of the information provided to us by 
the Group. We have also been advised by the Group that no material facts have been omitted from 
the information provided. We consider that we have been provided with sufficient information to 
reach an informed view, and we have no reason to suspect that any material information has been 
withheld. The management of the Group has reviewed and confirmed the factual content and has 
agreed to the assumptions and limiting conditions of this report.
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Our valuation has been carried out in accordance with all the requirements set out in Rule 
1 1 of the Hong Kong Code on Takeovers and Mergers published by Securities and Futures 
Commission, Chapter 5 and Practice Note 12 of the Rules Governing the Listing of Securities on 
The Stock Exchange of Hong Kong Limited and the HKIS Valuation Standards 2020 published by 
the Hong Kong Institute of Surveyors and the International Valuation Standards (Effective 31 
January 2022) published by the International Valuation Standards Council, where applicable, and 
under generally accepted valuation procedures and practices.

Peak Vision Appraisals Limited has previously been involved in the valuation of portion of 
property no. I and property no. 2 and Mr. Nick C. L. Kung has been the signatory to the valuation 
of portion of property no. 1 and property no. 2 since March 2022. The proportion of total fees 
payable by the Group during the preceding year relative to the total fee income of Peak Vision 
Appraisals Limited is minimal. For the subject valuation, Peak Vision Appraisals Limited does not 
yet adopt a rotation policy, and instead, our valuation will be periodically reviewed by another 
member of the Hong Kong Institute of Surveyors.

Unless otherwise stated, all monetary amounts stated in this report are in Renminbi (RMB). 
The approximate exchange rate used in the course of our valuation was RMB1 = HK$1.135.

We hereby confirm that we have no material connection or involvement with the Group, the 
properties, or the values reported herein and that we are in a position to provide an objective and 
unbiased valuation.

Our Summary of Values and property valuation report are enclosed herewith.

Yours faithfully,

Limited

MHKIS, RPS (G.P.), MCI REA,
RICS Registered Valuer 
Director

Note: Mr. Nick C. L. Kung is a RICS Registered Valuer and a Registered Professional Surveyor who has over 20 years of 
experience in the valuation of properties in Hong Kong and the PRC.
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Summary of Values

Property

1 An industrial complex located in Guolou Village, 
Sunsi Town,
Chengwu County,
Heze City,
Shandong Province, 
the PRC

2 An industrial complex located on the southern side of 
Daminghu Road, Zhangluzhuang Village,
Chengwu County Industrial Park,
Heze City,
Shandong Province, 
the PRC

Capital value in 
existing state as at 

31 August 2022

RMB67,200,000

(or equivalent to 
HK$76,272,000)

No commercial 
value

Total: RMB67,200,000
(or equivalent to 
HK$76,272,000)
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Property

I An industrial

complex located in 

Guolou Village, 

Sunsi Town, 

Chengwu County, 

Heze City, 

Shandong Province, 

the PRC
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Appraisals Limited

Property Valuation Report

Description and tenure

Particulars of 

occupancy

Capital value in 

existing state as at 

31 August 2022

The property comprises an industrial 

complex erected on 3 parcels of 

contiguous land with a total registered 

site area of approximately 106,808.00 

sq.m. It is located on the northwest 

corner near its junction between G5I8 

Highway and X039 County Road, 

Guolou Village, Sunsi Town,

Chengwu County, Heze City.

The buildings of the industrial 

complex include 15 blocks of I-storey 

buildings used as warehouse, 

workshop, office building, power 

distribution room, guard room and 

dormitory, having a total gross floor 

area of approximately 47,007.98 sq.m., 

completed in between 2012 and 2013. 

Details of the gross floor area 

breakdown are set out in Notes iii) and 

iv) below.

As advised by the 

Group, as at the 

Valuation Date, various 

portions of the property 

were subject to various 

tenancies yielding a 

total annual rental of 

RMB2,006,154 with the 

latest tenancy expiring 

on 31 December 2039. 

Details of the 

agreements are 

summarized in Notes v) 

to xii) below.

The remaining portion 

of the property was 

either vacant or 

owner-occupied.

RM 867,200,000

(or equivalent to 

HK$76,272,000)

(See Notes xii) and xiii) 
below)

The ancillary structures of the 

industrial complex include lavatory, 

ancillary workshop, and boiler room 

with a total gross floor area of 

approximately 20,561.65 sq.m, 

completed in between 2012 and 2021.

The land use rights of the property 

have been granted for industrial use 

for terms expiring on 16 November 

2061, 20 May 2063 and 22 January 

2069 respectively.
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Notes:

i) Pursuant to 2 State-owned Land Use Rights Certificates issued by the People’s Government of Chengwu County, 

portion of the land use rights of the property with a total registered site area of approximately 85,024.00 sq.m, have 

been granted to Meisen (Shandong) Wood Limited (“Mciscn Shandong”), an indirect wholly-owned subsidiary of 

the Company for industrial use. Details of the certificates are listed as follows:

Approximate

Certificate No. Issue Date Expiry Date Site Area

(sq.m.)

Cheng Guo Yong (2015) Di 049 10 December 2015 16 November 2061 46,077.00

Cheng Guo Yong (2016) Di 016 6 April 2016 20 May 2063 38,947.00

Total: 85,024.00

ii) Pursuant to the Real Estate Title Certificate No. Lu (2019) Cheng Wu Xian Bu Dong Chan Quan Di 0000251 dated 

14 March 2019 issued by Chengwu County Land and Resources Bureau, the remaining portion of the land use 

rights of the property with a registered site area of approximately 21,784.00 sq.m, have been granted to Meisen 

Shandong for a term expiring on 22 January 2069 for industrial use.

iii) Pursuant to the Building Ownership Certificate No. Cheng Fang Quan Zheng Cheng Wu Zi Di Sun Si-G-20 dated 9 

December 2015 issued by Chengwu County Real Estate Administration Bureau, the building ownership of 14 

blocks of buildings of the property, having a total gross floor area of approximately 22,827.98 sq.m, are vested in 

Meisen Shandong for industrial use. Details of the buildings of the property are listed as follows:

Approximate

No. Building No. of Storey Gross Floor Area

(sq.m.)

1 Lavatory and utility room 1 51.00

2 Machine repair room 1 160.00

3 Office I 111.80

4 Power distribution room I 61.20

5 No. I workshop I 7,248.06

6 Warehouse I 3,693,42

7 Dormitory I 236.25

8 Dormitory 1 236.22

9 Dormitory 1 211.50

10 Dormitory 1 211.50

11 Dormitory I 211.50

12 Dormitory 1 211.50

13 Guardroom 1 32.00

14 No. 2 workshop 1 10,152.00

Total: 22,827.98

iv) Pursuant to the Building Ownership Certificate No. Cheng Fang Quan Zheng Cheng Wu Zi Di Sun Si-G-23 dated 6 

April 2016 issued by Chengwu County Real Estate Administration Bureau, the building ownership of a workshop 

of the property, having a gross floor area of approximately 24,180.00 sq.m, is vested in Meisen Shandong for 

industrial use.
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v)

Vi)

vii)

ix)

x)

Pursuant to the tenancy agreement and supplementary agreement entered into between Meisen Shandong and 山束 

叫大體育ffl品冇限公…dated 2 October 2019 and 5 April 2020 respectively, portion of no. 2 workshop of the 

property with a gross floor area of approximately 6,678.00 sq.m, is subject to a tenancy for a term of 6 years from 

I April 2020 to 31 March 2026 at an annual rental unit rate of RMB40 per sq.m, for year I，RMB45 per sq.m, for 

year 2, RMB50 per sq.m, for year 3 and RMB60 per sq.m, for years 4 to 6.

Pursuant to the tenancy agreement entered into between Meisen Shandong and 山束中潤’+.物贸能源有PUiVnJ 

dated 25 December 2019，portion of the property with a site area of approximately 24,286.00 sq.m, and a total 

gross floor area of approximately 10,585.65 sq.m, is subject to a tenancy for a term of 20 years from 1 January 

2020 to 31 December 2039 at an annual rental of RMB582,864 for year I. The rental will be reviewed for every 

three years in an upward only fashion but subject to a maximum of 10% for every review (the above rental is 

exclusive of tax).

Pursuant to the tenancy agreement and supplementary agreement entered into between Meisen Shandong and ill來 

華iS木楽有限“fT:公司 dated 11 September 2021 and 5 January 2022 respectively, no. 1 workshop and ancillary 

workshop of the property with a total lettable area of approximately 12,067.00 sq.m, and dormitory building of the 

property together with the “ancillary structure outside’，the property (See Note xii) below) with a total gross floor 

area of approximately 656.25 sq.m, are subject to a tenancy for a term of 6 years from I January 2022 to 31 

December 2027 at an annual rental unit rate of RMB50 per sq.m, for no. I workshop and ancillary workshop of the 

property and at an annual rental of RMB50,000 for dormitory building of the property and the “ancillary structure 

outside，’ the property (the above rentals are exclusive of tax).

Pursuant to the tenancy agreement and supplementary agreement entered into between Meisen Shandong and 成 

貝!?fi石材有限公rfj dated 17 October 2021 and 5 January 2022 respectively, warehouse and portion of no. 2 
workshop of the property with a total lettable area of approximately 5,341.00 sq.m, are subject to a tenancy for a 

term of 5 years from I January 2022 to 31 December 2026 at an annual rental unit rate of RMB50 per sq.m, 

(exclusive of tax).

Pursuant to the tenancy agreement and supplementary agreement entered into between Meisen Shandong and 成狀 

MCB ff 材有限公ttJ dated 22 December 2021 and 5 January 2022 respectively, 3 blocks of dormitory buildings of 

the property with a total gross floor area of approximately 634.50 sq.m, are subject to a tenancy for a term of 5 

years from I January 2022 to 31 December 2026 at an annual rental of RMB45,000 (exclusive of tax).

Pursuant to the tenancy agreement entered into between Meisen Shandong and 成武以谢 h MイY限公n] dated 20 

March 2022，portion of the property with a total lettable area of approximately 504.00 sq.m, are subject to a 

tenancy for a term from 21 March 2022 to 30 November 2026 at an annual rental unit rate of RMB60 per sq.m, 

(exclusive of tax).

Pursuant to the tenancy agreement entered into between Meisen Shandong and 成武以跑心 W #限公司 dated 28 

April 2022, the remaining portion of no. 2 workshop of the property with a lettable area of approximately 1,875.00 

sq.m, is subject to a tenancy for a term from I May 2022 to 30 November 2026 at an annual rental unit rate of 
RMB50 per sq.m, (exclusive of tax).

As advised by the Group, the “ancillary structure outside，’ the property including portion of the ancillary office 

building, having a gross floor area of approximately 420.00 sq.m, yielding an annual rental of RMB35,000 is 

outside the lot boundaries of the property (See Note vii) above) and are not included in the course of our valuation.

In the course of our valuation, we have attributed no commercial value to the ancillary structures of the property, as 

proper title certificates have not been obtained by Meisen Shandong.
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xiv) We have been provided with a legal opinion on the property by the PRC Legal Adviser, which contains, inter alia, 
the following information which has been translated from Chinese. If there are any inconsistencies, the Chinese 
version shall prevail:

(a) The land premium for the land use rights of the property have been fully settled;

(b) The land use rights and building ownership of the property are legally held by Meisen Shandong;

(c) Meisen Shandong holds the land use rights and building ownership of the property and can saved as point d) 
below occupy, utilize, transfer, lease out, mortgage or otherwise deal with the property in accordance with 
the law;

(d) The land use rights and building ownership of the property are subject to a mortgage in favour of Shandong 
Chengwu Rural Commercial Bank Company Limited (the “Bank”), Meisen Shandong cannot gift, transfer, 
sell, lease, re-mortgage, establishment of residency or otherwise deal with the land use rights and the 
building ownership of the property without the consent of the Bank;

(e) Meisen Shandong has not yet obtained the Construction Works Planning Permit for the ancillary structures 
erected on the property which is therefore subject to legal defect. According to the relevant laws, if 
corrective measures on such construction can be taken to eliminate the impact on planning implementation, 
the relevant administrative department shall issue an order for corrective measures within a deadline, with 
a penalty of between 5% and 10% of the construction cost; if corrective measures cannot be taken, an order 
for dismantling shall be carried out within a deadline, and if dismantling is impossible, confiscation or 
incomes shall be deemed illegal, and may have a penalty of less than 10% of the construction cost;

(f) Meisen Shandong has not yet obtained the Construction Works Commencement Permit for the ancillary 
structures erected on the property. Meisen Shandong is subject to the following legal risks and liabilities: If 
Meisen Shandong does not obtain the Construction Works Commencement Permit or the construction 
commencement report is not approved, such construction work from Meisen Shandong is deemed 
unauthorized and must be stopped. Corrective measures must be carried out with a penalty of between 1% 
to 2% of the contract price; and

(g) For the property that has obtained the title certificates, the tenancy agreements in respect of that property 
are legally valid. For the ancillary structures of the property that have not obtained the Construction Works 
Planning Permit, there exists the legal risk of the tenancy agreements in respect of that portion of the 
property being treated as legally invalid agreements.

xv) In our valuation, we have adopted an average market rent of approximately RMB7.36 per sq.m./month for the 
property. The reversionary yield of the property is about 6.0%.

We have made reference to monthly rental comparables in the vicinity. The market rental comparables are about 
RMB5.83 to RMB9.00 per sq.m,/month. The unit rate adopted by us is consistent with the said rental comparable 
references after due adjustments. Due adjustments to those rental comparables have been made to reflect factors 
including but not limited to floor, layout, time, size and location in arriving at our opinion of value.
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Property

2 An industrial complex 
located on the southern 
side ot'Daminghu Road, 
Zhangluzhuang Village, 
Chengwu County 
Industrial Park,
Hczc City,
Shandong Province, 
the PRC
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Appraisals Limited

Property Valuation Report

Description and tenure

Particulars of 

occupancy

Capital value in 

existing state as at 

31 August 2022

The property comprises an industrial complex 
erected on an irregular shaped site formed by 
two contiguous parcels of land with a total 
registered site area of approximately 35,182.00 
sq.m. It is located on the southern side of 
Daminghu Road at its junction with the western 
side of Qianlbshan Road within Chengwu 
County, Heze City.

The buildings of the industrial complex include 
11 blocks of I to 3-storey buildings used as 
office, workshop, showroom and canteen having 
a total gross floor area of approximately 
23,982.35 sq.m., completed in between 2010 
and 2012. Details of the gross floor area 
breakdown arc set out in Noies ii) and Hi) 
below.

As advised, as at the 
Valuation Date, the property 
and (he “ancillary structures 
outside” the property (See 
Noie \) below) were subject 
to a tenancy for a term of 19 
years from I July 2020 to 30 
June 2039 at an annual rental 
of RM 131,450,000 from year 
I to year 5. From year 0 
onward, an additional rent 
based on 32% of the tenant’s 
not profit will be topped up to 
the fixed annual rental of 
RMB 1,450,000 until the 
tenancy expired. (See Notes 
iv) ami vi) below)

No commercial value 

(See Note ix) below)

The ancillary structures of the industrial 
complex Include shed, lavatory and guard room 
with a total gross fioor area of approximately 
425.00 sq.m., completed in about 2013.

The land use rights of the property have been 
granted for industrial use for terms expiring on 
25 June 2063 and 28 April 2064 respectively.
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Notes:

i) Pursuant to 2 State-owned Land Use Rights Certificates issued by the People’s Government of Chengwu County, 
the land use rights of the property with a total registered site area of approximately 35,182.00 sq.m, have been 
granted to Dasen (Heze) Biomass Energy Limited (“Dascn Hczc”), an indirect wholly-owned subsidiary of the 
Company for industrial use. Details of the certificates are listed as follows:

Certificate No.

Cheng Guo Yong (2013) Di 066 
Cheng Guo Yong (2014) Di 32

Issue Date

17 July 2013 
27 June 2014

Expiry Date

25 June 2063 
28 April 2064

Approximate 

Site Area 

(sq.m.)

21,509.00
13,673.00

Total: 35,182.00

ii) Pursuant to the Building Ownership Certificate No. Cheng Fang Quan Zheng Cheng Wu Zi Di 35-G-29 dated 27 
August 2014 issued by Chengwu County Real Estate Administration Bureau, the building ownership of 7 blocks of 
buildings of the properly, having a total gross floor area of approximately 12,428.20 sq.m, are vested in Dasen 
Heze for industrial use. Details of the buildings of the property are listed as follows:

Approximate

No. Building No. of Storey Gross Floor Area

(sq.m.)

1 Workshop I 4,087.00
2 Workshop I 1,390.20
3 Workshop I 1,390.20
4 Workshop I 1,390.20
5 Workshop 1 1,390.20
6 Workshop I 1,390.20
7 Workshop 1 1,390.20

Total: 12,428.20

iii) Pursuant to the Building Ownership Certificate No. Cheng Fang Quan Zheng Cheng Wu Zi Di 35-G-0I7 dated 16 
July 2015 issued by Chengwu County Real Estate Administration Bureau, the building ownership of 4 blocks of 
buildings of the property, having a total gross fioor area of approximately 11,554.15 sq.m, are vested in Dasen 
Heze for industrial use. Details of the buildings of the property are listed as follows:

Approximate

No. Building No. of Storey Gross Floor Area

(sq.m.)

1 Workshop
2 Showroom
3 Office
4 Canteen

I 7,384.80
1 745.55
3 1,892.40
2 1,531.40

Total: 11,554.15
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iv) Pursuant to the tenancy agreement entered into between Dasen Heze and 河渾屮眾合市場開發冇限公パJ dated 31 
December 2019，the property and the “ancillary structures outside” the property with a total lettable area of 
approximately 30,230.70 sq.m, are subject to a tenancy for a term of 19 years from 1 July 2020 to 30 June 2039 at 
an annual rental of RMB1,450,000 from year I to year 5. From year 6 onward, an additional rent based on 32% of 
the tenant’s net profit will be topped up to the fixed annual rental of RM31,450,000 until the tenancy expired 
(inclusive of tax).

V) As advised by the Group，the “ancillary structures outside” the property including ancillary workshop and 
distribution room, having a total gross floor area of approximately 8,212.70 sq.m, that subject to an annual rental of 
RM6167,120.42 are outside the lot boundaries of the property and are not included in the course of our valuation.

vi) As instructed by the Group, we have performed our valuation based on the assumption that the tenant is unable to 
generate any profit for the unexpired term of the tenancy.

vii) In the course of our valuation, we have attributed no commercial value to the ancillary structures of the property, as 
proper title certificates have not been obtained by Dasen 卜leze.

We have been provided with a legal opinion on the property by the PRC Legal Adviser, which contains, inter alia, 
the following information which has been translated from Chinese. If there are any inconsistencies, the Chinese 
version shall prevail:

(a) The land premium for the land use rights of the property have been fully settled;

(b) The land use rights and building ownership of the property are legally held by Dasen Heze;

(c) The land use rights and building ownership of the property are subject to a mortgage in favour of Shandong
Financial Asset Management Co., Ltd., Dasen Heze cannot surrender, lease, gift, transfer, capital 
contribution, repeated guarantee, relocation, change of public welfare purpose, merge with other properties 
or reconstruction, subdivision of the land use rights and building ownership of the property without the 
consent of Shandong Financial Asset Management Co., Ltd·;

(d) Dasen Heze has not yet obtained the Construction Works Planning Permit for the ancillary structures 
erected on the property which is therefore subject to legal defect. According to the relevant laws, if 
corrective measures on such construction can be taken to eliminate the impact on planning implementation, 
the relevant administrative department shall issue an order for corrective measures within a deadline, with 
a penalty of between 5% and 10% of the construction cost; if corrective measures cannot be taken, an order 
for dismantling shall be carried out within a deadline, and if dismantling is impossible，confiscation or 
incomes shall be deemed illegal, and may have a penalty of less than 10% of the construction cost;

(e) Dasen Heze has not yet obtained the Construction Works Commencement Permit for the ancillary 
structures erected on the property. Dasen Heze is subject to the following legal risks and liabilities: If 
Dasen Heze does not obtain the Construction Works Commencement Permit or the construction 
commencement report is not approved, such construction work from Dasen Heze is deemed unauthorized 
and must be stopped. Corrective measures must be carried out with a penalty of between I % to 2% of the 
contract price;
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(0 For the property that has obtained the title certificates, the tenancy agreement in respect of that property is 

legally valid. For the ancillary structures of the property that have not obtained the Construction Works 

Planning Permit, there exists the legal risk of the tenancy agreement in respect of that portion of the 

property being treated as legally invalid agreement; and

(g) The property is under seizure by the Chengwu County People’s Court of Shandong Province (the “Court”), 
if Dasen Heze needs to sell the seized property by itself, Dasen Heze can apply to the Court. Upon its 
approval, Dasen Heze should be under the supervision of the Court and the process should be implemented 
within a specified period at a reasonable price, the sale proceeds should be controlled by the Court..

ix) According to the legal opinion prepared by the PRC Legal Adviser, as at the Valuation Date, the property was 
under seizure by the Court, and hence there are obstacles to transfer the property. Therefore, we have attributed no 
commercial value as at the Valuation Date to the property due to current restriction on the transferability. We are 
instructed by the Group to conduct the valuation on the special assumption that the owner had valid and 
enforceable title to the property which was freely transferable, and had free and uninterrupted rights to use the same 
of such property as at the Valuation Date. Thus, based on the special assumption as mentioned above and for 
reference purpose only, by adopting the Investment Method by taking into account the current rent passing and the 
reversionary income potential of the tenancy or, wherever appropriate, the Direct Comparison Method by making 
reference to comparable sales evidence as available in the relevant markets as at the Valuation Date, we are of the 
opinion that the capital value of the property (excluding the ancillary structures of the property) as at the Valuation 
Date was RMB33,500,000 (or equivalent to HK$38,022,500).

x) In our valuation, we have adopted an average market rent of approximately RMB8.74 per sq.m./month for the 
property. The reversionary yield of the property is about 5.5%.

We have made reference to monthly rental comparables in the vicinity. The market rental comparables are about 
RMB5.83 to RMB9.00 per sq.m./month. The unit rate adopted by us is consistent with the said rental comparable 
references after due adjustments. Due adjustments to those rental comparables have been made to reflect factors 
including but not limited to floor, layout, time, size and location in arriving at our opinion of value.
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