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EXPECTED TIMETABLE

The following expected timetable is indicative only and is subject to change. If necessary,
further announcement in relation to the revised timetable will be published as and when

appropriate.
2011
Latest time for lodging forms of proxy for the SGM .................. 11:00 a.m. on
Tuesday, 15 November
SGM 11:00 a.m. on
Thursday, 17 November
Announcement of the results of the SGM to be published ... .. Thursday, 17 November

Completion of the Transactions and issue of
the Consideration Shares on or before ................... Thursday, 24 November

Announcement of Completion of the Transactions
to be published on or before . . ...................... ... Thursday, 24 November

Note: All times and dates in this circular refer to Hong Kong local time and dates.
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SUMMARY

This summary aims at giving you an overview of the information contained in this
circular. As it is a summary, it does not contain all the information that may be important to
you. You should read the whole circular before making a decision as to how you would cast
your votes at the SGM in relation to the Transactions and the appropriate course of action for
yourself.

There are risks associated with any business. You should read the section headed “Risk
Factors” of this circular carefully before making a decision on the Transactions.

SUMMARY
Background

On 14 April 2011, the Company and SIH jointly announced that SIH (as the seller)
and the Company (as the buyer) entered into the Agreement, pursuant to which the
Company has conditionally agreed to acquire, and SIH has conditionally agreed to sell,
the Sale Share (representing the entire issued share capital of the Target Company) and the
Shareholder’s Loan. On the same day, SIH (as the assignor) and the Company (as the
assignee) entered into the Deed pursuant to which SIH has conditionally assigned to the
Company all its right, title, benefits and advantage of and interest in the Dividend
Receivable. The aggregate consideration for the Transactions shall be satisfied by the
allotment and issue of the Consideration Shares at an issue price of HK$2.80 per share to
SIH at Completion.

The Transactions constitute a very substantial acquisition for the Company under
Chapter 14 of the Listing Rules. SIH is a connected person of the Company by virtue of its
being a controlling shareholder of the Company. Therefore the Transactions also
constitute a connected transaction of the Company and are subject to the approval by the
Independent Shareholders at the SGM. In addition, the Transactions constitute a reverse
takeover for the Company under Rule 14.06(6)(b) of the Listing Rules. Accordingly, the
Company is being treated as if it were a new listing applicant. The Transactions are
therefore also subject to the approval by the Listing Committee of a new listing
application. J.P. Morgan, as the sponsor of the Company’s new listing application, on
behalf of the Company submitted to the Stock Exchange a listing application on 17 May
2011. The Listing Committee of the Stock Exchange has given its approval in principle of
the new listing application of the Company.

As at the Latest Practicable Date, SIH and parties acting in concert with it held an
aggregate of 1,183,713,478 Shares, representing approximately 45.0% of the total Shares in
issue. Immediately following the allotment and issue of the Consideration Shares to SIH,
the shareholding of SIH and parties acting in concert with it will increase to
approximately 70.0% of the total Shares in issue as enlarged by the allotment and issue of
the Consideration Shares but before the exercise of any Warrants or share options
outstanding as at the Latest Practicable Date. Under Rule 26.1 of the Takeovers Code, SIH
and parties acting in concert with it would be required to make an unconditional
mandatory general offer for all the issued Shares not already owned or agreed to be
acquired by SIH and parties acting in concert with it, unless a waiver from strict
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compliance with Rule 26.1 of the Takeovers Code has been obtained from the Executive.
An application has been made by SIH to the Executive for the Whitewash Waiver pursuant
to Note 1 on dispensations from Rule 26 of the Takeovers Code. The Whitewash Waiver, if
granted, will be subject to, among other things, (i) approval of the Independent
Shareholders in respect of the Whitewash Waiver at the SGM where voting on the relevant
resolutions shall be taken by poll; (ii) SIH and parties acting in concert with it not having
acquired any voting rights of the Company in the six months prior to the date of the
Announcement but subsequent to negotiations, discussions or the reaching of
understandings or agreements with the directors of the Company in relation to the
Transactions under the Agreement and the Deed; and (iii) SIH and parties acting in
concert with it not having any acquisitions or disposals of voting rights of the Company
between the date of the Announcement and Completion unless with the prior consent of
the Executive.

Purpose of this circular

The purpose of this circular is to provide the Shareholders with further information
about (a) the Transactions (including the Agreement, the Deed and the allotment and issue
of the Consideration Shares); and (b) the Whitewash Waiver, and to give a notice to the
Shareholders of the SGM. This circular also provides additional information on the Target
Group as required under the Listing Rules in connection with the new listing application.

INFORMATION ON THE TARGET GROUP

The Target Company is an investment holding company. It indirectly owns 59%
equity interest in Shanghai Urban Development. Shanghai Urban Development is
primarily engaged in the business of property development in the PRC. Further
information on the Target Group is set out in other sections of this circular, including
“History and Background of the Target Group”, “Business of the Target Group” and
“Financial Information of the Target Group”.

The Target Company

As a condition precedent to completion of the sale and purchase of the Sale Share
and the Shareholder’s Loan under the Agreement, SIH was required to complete the
Restructuring Plan to inject its 59% equity interest in Shanghai Urban Development into a
Hong Kong holding company. The Restructuring Plan has been completed and involved
the following steps:

(a) The Target Company was incorporated in the BVI on 19 January 2011 as a BVI
business company authorised to issue a maximum of 50,000 ordinary shares
with a par value of US$1.00 each. On 9 March 2011, one ordinary share was
allotted and issued to SIH at par for cash. The Target Company is wholly
owned by SIH.

(b) Joy Century was incorporated in Hong Kong on 22 February 2011 as a

company with limited liability with an authorised share capital of HK$10,000
divided into 10,000 ordinary shares of par value HK$1.00 each. One issued
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ordinary share, representing the entire issued share capital of Joy Century, is
held by the Target Company. Joy Century is wholly owned by the Target
Company.

(c) On 30 March 2011, SIH entered into an equity transfer agreement with Joy
Century whereby SIH agreed to transfer its 59% equity interest in Shanghai
Urban Development to Joy Century for an amount in HK$ which is equivalent
to RMB4,108,827,700. The transfer was completed on 8 August 2011.

(d) SIH provided the Shareholder’s Loan to the Target Company, the primary
purpose of which is to facilitate the settlement of the consideration for the
acquisition by Joy Century of the 59% equity interest in Shanghai Urban
Development from SIH under the equity transfer agreement.

Each of the Target Company and Joy Century is an investment holding company.
Shanghai Urban Development

Shanghai Urban Development is primarily engaged in the business of property
development in the PRC. It was established in 1996 as a state-owned enterprise and
converted into a Sino-foreign equity joint venture company in July 2007 following the
acquisition by SIH of a 40% equity interest in it. In December 2007, SIH acquired a further
19% equity interest in Shanghai Urban Development from Xuhui SAAC. Since then,
Shanghai Urban Development has been a subsidiary of SIH. Shanghai Urban
Development has a paid-up registered capital of RMB3.2 billion and is owned as to 41% by
Xuhui SAAC and as to 59% by SIH through the Target Company.

The Target Group owns ten property development projects mainly in four regions in
the PRC, namely Shanghai, Jiangsu, Hunan and Chongqing, with an aggregate GFA of
approximately 3,393,070 sq.m. In addition, the Target Group, through a 35% owned
associated company, has an interest in one property development project in Shanghai,
with an aggregate GFA of 405,000 sq.m. Based on the 2011 interim results announcement of
SIH dated 15 September 2011, sales realised by Shanghai Urban Development and its
subsidiaries in the first half of 2011 amounted to HK$1,041 million and the sales area
realised during the period was 52,702 sq.m. A pre-sale amount of HK$680 million was
recorded during the first half of 2011 from the pre-sale of a total GFA of 38,238 sq.m. In
addition, the Target Group also recorded a total rental income of approximately HK$83.78
million in the first half of 2011 from its investment properties of approximately 77,056
sq.m., which mainly comprised Urban Development International Tower, Huimin
Commercial Tower and other retail properties. On 25 March 2011, the Target Group
entered into a sale and purchase agreement for the disposal of its entire interest in SUD
Hefei, the developer of Rose Town City Villa. The disposal was completed in April 2011,
following which, the Target Group ceased to have any interest in SUD Hefei. Please refer
to the paragraph headed “Subsidiaries disposed of or deregistered since 1 January 2008”
in the section headed “History and Background of the Target Group” in this circular for
further information on the disposal. For further information on the business carried on by
Shanghai Urban Development, please refer to the section headed “Business of the Target
Group” in this circular.
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REASONS FOR AND BENEFITS OF THE TRANSACTIONS

The Board (including all the independent non-executive Directors) considers the
Transactions to be in the interests of the Company as well as the Shareholders taken as a
whole for the following reasons:

(@) The Transactions will enhance operating efficiency and improve core
competitiveness of the Company through sharing of management expertise
and optimising asset portfolio of SIH’s property development business.

As at 31 December 2010, the Company had an aggregate GFA of
approximately 12.7 million sq.m. in 11 cities in the PRC. Upon Completion, the
Company will have interests in 25 projects located across 13 cities in the PRC,
providing an aggregate GFA of approximately 16.1 million sq.m. These projects will
be operated under an integrated platform through regional management structure
after Completion. Certain administrative functions of the Company and Shanghai
Urban Development, such as human resources management and information
technology management, will also be combined to reduce administrative costs.
After Completion, the respective management of the Company and Shanghai Urban
Development will have more channels to share their management expertise by
exchanging management ideas and initiatives not only at the level of the Company
and Shanghai Urban Development but also at levels of their respective subsidiaries
through a number of training programmes and annual conferences of the Company.
In addition, all the properties will be operated in the same brand name in the future,
which would be able to potentially reduce marketing efforts and costs. The
management believes all such initiatives will help enhance the overall operating
efficiency of the Group after Completion.

(b) The Transactions will increase potential debt and equity investors’
awareness of the Company by enhancing the corporate governance of the
Company, and should improve the Company’s profile.

Shanghai Urban Development is a company with over ten years of experience
in the real estate industry with its own internal control system. The Company has
been improving its internal control since SIH became a controlling shareholder, and
has engaged an independent professional firm to conduct a follow-up review of the
findings identified in an internal control review report mentioned in the
announcement of the Company dated 24 June 2010. The follow-up review has been
completed and a report was issued by the independent firm on 17 May 2011. The
Board and the senior management of the Company have reviewed the report and are
of the opinion that the internal control weaknesses with respect to “control over
contracts for material transactions”, “authorisation of cash payments”, “compliance
and disclosure under the Listing Rules and accounting standard” and “staff code of
conduct” have been substantially remediated and some progress of remediation has
been made in respect of the remaining areas including “access to the control system
for financial reporting”, “anti-fraud policies and procedures”, “internal audit”, “job
description, responsibilities and reporting line of key functional departments and
management positions” and “risk assessment”. Please refer to the section headed
“Issues Arising Prior to SIH’s Acquisition of a Controlling Interest in the Company
— Improving the Group’s internal control” for further details of the progress on the
improvement of the Company’s internal control system. After Completion, the
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Company and Shanghai Urban Development will combine the merits of their
internal control systems to further enhance the corporate governance of the
Company. The Company will engage a compliance adviser who will assist the
management of the Company in improving corporate governance.

The Directors (including all the independent non-executive Directors) are of the
view that the terms of the Agreement and the Deed, which have been agreed after arm’s
length negotiations between the Company and SIH, are on normal commercial terms and
such terms are fair and reasonable, and in the interests of the Company and the
Shareholders as a whole.

Immediately after Completion, (i) the Company will continue to be a subsidiary of
SIH; and (ii) members of the Target Group will continue to be subsidiaries of SIH through
SIH’s holding in the Company, and the assets, liabilities and results of the Company and
the Target Group will continue to be consolidated into the financial statements of SIH. As
such, the Transactions will be treated by SIH as an intra-group transaction between SIH
and the Company, and SIH is expected to record no gain or loss from the Transactions,
before taking into account the estimated expenses and taxation in relation to the
Transactions.

IMPLICATIONS OF THE TRANSACTIONS UNDER THE TAKEOVERS CODE AND
APPLICATION FOR WHITEWASH WAIVER

As at the Latest Practicable Date, SIH and parties acting in concert with it held an
aggregate of 1,183,713,478 Shares, representing approximately 45.0% of the total Shares in
issue. Immediately following the allotment and issue of the Consideration Shares to SIH,
the shareholding of SIH and parties acting in concert with it will increase to
approximately 70.0% of the total Shares in issue as enlarged by the allotment and issue of
the Consideration Shares but before the exercise of any Warrants or share options
outstanding as at the Latest Practicable Date. Under Rule 26.1 of the Takeovers Code, SIH
and parties acting in concert with it would be required to make an unconditional
mandatory general offer for all the issued Shares not already owned or agreed to be
acquired by SIH and parties acting in concert with it, unless a waiver from strict
compliance with Rule 26.1 of the Takeovers Code has been obtained from the Executive.

An application has been made by SIH to the Executive for the Whitewash Waiver
pursuant to Note 1 on dispensations from Rule 26 of the Takeovers Code. The Whitewash
Waiver, if granted, will be subject to, among other things, (i) approval of the Independent
Shareholders in respect of the Whitewash Waiver at the SGM where voting on the relevant
resolutions shall be taken by poll; (ii) SIH and parties acting in concert with it not having
acquired any voting rights of the Company in the six months prior to the date of the
Announcement but subsequent to negotiations, discussions or the reaching of
understandings or agreements with the directors of the Company in relation to the
Transactions under the Agreement and the Deed; and (iii) SIH and parties acting in
concert with it not having any acquisitions or disposals of voting rights of the Company
between the date of the Announcement and Completion unless with the prior consent of
the Executive.

Immediately upon Completion, SIH and parties acting in concert with it will hold
more than 50% of the enlarged issued share capital of the Company. In such case, they may
increase their shareholding in the Company further without triggering any further
general offer obligation under the Takeovers Code.
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The Executive may or may not grant the Whitewash Waiver. It is one of the
conditions precedent to completion of the sale and purchase of the Sale Share and the
Shareholder’s Loan that the Whitewash Waiver has been obtained, and the assignment of
the Dividend Receivable will only become effective upon, inter alia, the Target Company
becoming a wholly-owned subsidiary of the Company. In the event that the Whitewash
Waiver is not granted by the Executive or approved by the Independent Shareholders, the
Agreement and the Deed will not become unconditional and the Transactions will not
proceed.

The Agreement, the Deed and the transactions contemplated thereunder and the
Whitewash Waiver are subject to approval by the Independent Shareholders (who are
permitted to vote under the Listing Rules and the Takeovers Code) at the SGM. SIH,
parties acting in concert with it and their respective associates together with those who are
interested in, or involved in, the Agreement, the Deed and the Whitewash Waiver are
required to abstain from voting on the Agreement and the Deed (including the
Transactions and the issue of the Consideration Shares) and on the Whitewash Waiver at
the SGM.

Further, all Directors who were involved in the negotiations of the Agreement and
the Deed or who hold directorships in both SIH and the Company are required to abstain
from voting on the Agreement and the Deed (including the Transactions and the issue of
the Consideration Shares) and the Whitewash Waiver at the SGM. Mr. Cai Yu Tian, Mr.
Qian Shizheng and Mr. Zhou Jun, each an executive Director, are directors of SIH. Mr. Cai
Yu Tian, Mr. Qian Shizheng, Mr. Ni Jianda, Mr. Yang Biao, Mr. Chen Anmin and Mr. Jia
Bowei, each being an executive Directors, were involved in negotiations of the Agreement
and the Deed. As at the Latest Practicable Date, Mr. Cai Yu Tian, Mr. Qian Shizheng, Mr.
Zhou Jun, Mr. Ni Jianda, Mr. Yang Biao, Mr. Chen Anmin and Mr. Jia Bowei held share
options in the Company and did not hold any Shares. In any event, they and their
respective associates are required to abstain from voting on the Agreement and the Deed
(including the Transactions and the issue of the Consideration Shares) and the Whitewash
Waiver at the SGM. Mr. Cai Yu Tian, Mr. Ni Jianda, Mr. Qian Shizheng, Mr. Zhou Jun, Mr.
Yang Biao and Mr. Chen Anmin are directors of Shanghai Urban Development. Save as
disclosed above, none of the Directors are interested in the Transactions and therefore are
not required to be abstain from voting on the resolutions at the meeting of the Board
approving the Agreement, the Deed and the Whitewash Waiver.

SUMMARY OF FINANCIAL INFORMATION OF THE TARGET GROUP

The following sets out a summary of the combined income statement data of the
Target Group for the three years ended 31 December 2008, 2009 and 2010 and the four
months ended 30 April 2010 and 2011, and the summary balance sheet information of the
Target Group as at 31 December 2008, 2009 and 2010 and 30 April 2011, which are derived
from the accountants’ report set out in Appendix I to this circular. You should read the
combined financial information set out below in conjunction with the combined financial
statements of the Target Group included in the accountants’ report set out in Appendix I to
this circular, which have been prepared in accordance with HKFRS. Operating results in
any historical period may not be indicative of the results that may be expected in any
future period.
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Combined statements of comprehensive income of the Target Group

For the four months ended

For the year ended 31 December 30 April
2008 2009 2010 2010 2011
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Revenue 2,360,652 1,848,046 3,726,196 2,269,971 776,847
Cost of sales (1,775,992) (993,801) (2,562,323) (1,350,268) (339,352)
Gross profit 584,660 854,245 1,163,873 919,703 437,495
Net investment income 106,136 173,066 65,920 7,351 11,021
Other income 40,823 217,824 35,759 9,925 44,509
Increase in fair value of

properties under

development upon transfer

to investment properties 460,000 - - - -
Distribution and selling costs (81,476) (117,775) (135,8006) (79,896) (26,921)
Administrative expenses (193,396) (178,007) (226,811) (54,778) (66,770)
Finance costs (46,831) (67,773) (121,855) (32,779) (82,494)
Share of results of associates 9563 2,123 2,883 103 119
Gain (loss) on disposal of

interests in subsidiaries - - 16 16 (32,366)
Gain on disposal of interests

in associates - - 171 36 1,555
Profit before taxation 879,479 883,703 784,150 769,681 286,148
Income tax expense (174,313) (428,989) (385,155) (371,015) (121,034)
Profit and total

comprehensive income for

the year/period 705,166 454,714 398,995 398,666 165,114

Profit and total comprehensive
income for the year/period

attributable to
- Owners of the Target
Group 406,563 248,383 202,108 205,315 82,910
- Non-controlling interests 298,603 206,331 196,887 193,351 82,204
705,166 454,714 398,995 398,666 165,114
Dividend declared - - - - 670,000

As Shanghai Urban Development is a Sino-foreign joint venture with two investors,
the concept of dividend per share is not applicable. The management of Shanghai Urban
Development has confirmed that all material items including those items which are
exceptional because of size, nature or incidence have been disclosed on the face of the
combined statements of comprehensive income of the Target Group in accordance with
the requirements of HKFRS.
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NON-CURRENT ASSETS
Investment properties
Property, plant and equipment
Prepaid lease payments

— non-current portion
Intangible assets
Interests in associates
Available-for-sale investments
Restricted bank deposits
Deferred tax assets

CURRENT ASSETS
Inventories
Trade and other receivables
Prepaid lease payments
— current portion
Financial assets at fair value
through profit or loss
Prepaid taxation/tax recoverable
Pledged bank deposits
Bank balances and cash

CURRENT LIABILITIES

Trade and other payables

Customer deposits from sales of
properties

Dividends payable

Taxation payable

Bank and other borrowings

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITIES
Bank and other borrowings
Deferred tax liabilities

Combined statements of financial position of the Target Group

As at

As at 31 December 30 April

2008 2009 2010 2011
RMB’000 RMB’000 RMB’000 RMB’000
1,700,000 1,880,000 1,880,000 1,880,000
41,843 38,593 33,518 25,675
4,103 3,968 3,833 3,789
51,000 51,000 51,000 51,000
31,034 28,047 23,116 818,200
5,082 4,631 29,631 29,631
64,365 64,600 64,836 64,897
8,114 9,507 8,025 28,618
1,905,541 2,080,346 2,093,959 2,901,810
11,018,825 13,208,865 12,819,788 14,931,204
1,982,711 1,632,695 1,772,702 1,092,723
135 135 135 135

6,530 11,223 10,717 10,629
2,303 6,289 101,156 31,306
43,127 96,868 26,863 13,515
822,196 2,981,789 3,858,482 3,168,740
13,875,827 17,937,864 18,589,843 19,248,252
1,887,663 1,760,130 1,307,469 888,631
263,363 2,904,703 1,198,890 1,014,420
- - - 670,000
425,734 568,881 767,234 865,162
1,712,933 2,446,406 3,240,890 3,140,406
4,289,693 7,680,120 6,514,483 6,578,619
9,586,134 10,257,744 12,075,360 12,669,633
11,491,675 12,338,090 14,169,319 15,571,443
1,494,630 1,794,050 3,147,676 4,039,350
1,183,358 1,062,901 1,032,758 976,094
2,677,988 2,856,951 4,180,434 5,015,444
8,813,687 9,481,139 9,988,885 10,555,999
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The Group and the Target Group have historically financed, and expect the Enlarged
Group to continue to finance, working capital and capital expenditures primarily through
proceeds from the pre-sale and sale of properties, rental income, borrowings from
financial institutions and capital contributions and advances from shareholders. In
arriving at its working capital sufficiency statement, the Directors have taken into account
the Group’s and the Target Group’s current financing arrangements in place which will
provide funding to the Group and the Target Group of up to HK$1,203.9 million and
RMB14,935.0 million, respectively as at 31 August 2011, bank borrowings and shareholder
loans that are currently available and expected to become available to the Enlarged Group
in the next 12 months. In addition, the Enlarged Group is expected to continue to generate
proceeds from the pre-sale and sale of properties and rental income, which may be utilised
to service the Enlarged Group’s indebtedness and capital commitments and to meet other
known and reasonably foreseeable cash requirements.

RISK FACTORS

Risks relating to the Transactions

. Completion is subject to the fulfilment of the conditions precedent and there is no
assurance that they can be fulfilled and/or the Transactions will be completed as

contemplated.

. The shareholding percentages of the existing Shareholders in the Company will be
substantially diluted immediately following Completion.

o Existing Shareholders will experience further dilution if the Company issues
additional Shares in the future.

o The property valuation reports may materially differ from prices that can be
achieved.
. Immediately following Completion, the controlling shareholders of the Company

will have substantial influence over the Company and their interests may not be
aligned with the interests of the other Shareholders.

Risks relating to the Enlarged Group

. The Enlarged Group maintains a substantial level of indebtedness to finance its
capital intensive business, and it may not have adequate cash flow to fund its
operations or to service its financing obligations.

. The Group and Target Group guarantee the mortgages provided to their purchasers
and consequently are liable to the mortgagee banks if the purchasers default on their
mortgage payments.

. There have been concerns with the Group’s internal control system whilst the Group
is implementing certain measures to improve its internal control system. The
improvement process is continuous and the Group is still in the process of
implementing certain measures.
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o SIH, a controlling shareholder of the Group, may effect a reorganisation of the
Company and SIDC, the timing and terms of which are still uncertain at this point in
time.

o The Enlarged Group relies on the performance of external contractors and suppliers

to deliver its projects on time and up to its specified quality standards.

. The Enlarged Group may be involved in legal and other proceedings arising out of
its operations from time to time and may face significant liabilities as a result.

o The Target Group did not comply fully with PRC employee social welfare
contribution regulations and may be subject to fines or penalties.

. Several members of the Target Group provided advances to other members of the
Target Group and/or related parties and such advances may be cancelled and the
lenders may be subject to fines or penalties.

Risks relating to property development in the PRC

o The Enlarged Group’s business is subject to extensive governmental regulation.

o PRC government policies, regulations and measures intended to discourage
property speculation may affect the business of the Enlarged Group. Furthermore,
the PRC government may in the future adopt other measures to slow down the rate
of growth in the property development sector.

. The PRC government may impose a penalty on the Enlarged Group or cancel the
land use rights for any project which was not or has not been developed in
compliance with the terms of the land use rights grant contract.

. The Enlarged Group faces intense competition from other real estate developers.

. Property markets in the PRC are still at an early stage of development and lack
adequate infrastructural support.

. The results of operations of the Enlarged Group may be adversely affected if it fails
to obtain or complete, or if there are material delays in obtaining or completing,

requisite governmental approvals or registrations for its property developments.

o Changes in laws and regulations with respect to pre-sale of properties may
adversely affect cash flow position and performance of the Enlarged Group.

. The Enlarged Group may face delay in completing its property development
projects.

. The Enlarged Group may face potential liability for environmental problems which
could result in substantial costs.
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o The Enlarged Group may not always be able to obtain sites that are suitable for

property development.

o The results of operations of the Enlarged Group are dependent on its ability to

manage the costs of its projects and to maximise revenue from these projects.

o The amount of resettlement compensation payable to existing owners or residents is
regulated and may be subject to substantial increases.

o The Enlarged Group may be subject to stricter payment terms for land use rights
with respect to land it acquires in the future as a result of any additional restrictive
regulations promulgated by the PRC.

Risks relating to conducting business in China

. As almost all of the Enlarged Group’s operations are conducted in China, any
adverse change in China’s political, economic and social conditions, laws,
regulations, policies and diplomatic relationships with other countries may have a
material adverse effect on the business, results of operations and financial condition

of the Enlarged Group.

. There are uncertainties regarding the interpretation and enforcement of PRC laws
and regulations which could adversely affect the business and results of operations
of the Enlarged Group.

. The recent deterioration of the PRC’s economic growth and the global financial
crisis may affect the Enlarged Group’s business. It could limit the Enlarged Group’s
ability to continue to finance its working capital and to meet its liquidity
requirements and materially and adversely affect its financial position and results of

operations.

. The relevant PRC tax authorities may enforce the payment of LAT and may
challenge the basis on which the Group and the Target Group calculate their
respective LAT obligations.

. Changes to the PRC tax law or its implementation could have a material adverse
effect on the financial condition and results of operations of the Enlarged Group.

. The Company is a holding company that relies on dividend payments from its
subsidiaries for funding and dividends from PRC subsidiaries are subject to PRC

withholding tax.

° The outbreak of any severe communicable disease in China, if uncontrolled, may

materially and adversely affect the Enlarged Group’s results of operations.

- 11 -



SUMMARY

. Government control in foreign currency conversion may materially and adversely
affect the financial condition, results of operations and ability to meet foreign
exchange requirements of the Enlarged Group.

Risk relating to this circular

. Certain statistics and other information relating to the economy and the PRC
property development industry contained in this circular were derived from
various official sources and government publications and have not been
independently verified and may not be reliable.

RELATIONSHIP BETWEEN THE GROUP AND ITS CONTROLLING SHAREHOLDERS

Both the Target Group and the Group are engaged in the property development
business in the PRC. SIH, a controlling shareholder of the Company, is also engaged in the
property development business in the PRC as is another subsidiary of SIH, SIDC. SIIC,
another controlling shareholder of the Company, is also interested in some property
development projects both in the PRC and overseas. More information on their
relationship and the measures taken by SIH and SIIC to address future competition
between SIIC, SIH, the Enlarged Group and SIDC is set out at the section headed
“Relationship with Controlling Shareholders” of this circular.

SPONSOR AND INDEPENDENT FINANCIAL ADVISER

J.P. Morgan Securities (Asia Pacific) Limited has been appointed as the Sponsor to
the new listing application of the Company.

KBC Bank N.V. Hong Kong Branch has been appointed as the Independent Financial
Adviser to the Independent Board Committee and the Independent Shareholders in
connection with the Transactions and the Whitewash Waiver.

RECOMMENDATIONS

The Independent Board Committee of the Company (comprising all independent
non-executive Directors (namely Mr. Doo Wai-Hoi, William, Dr. Wong Ying Ho, Kennedy,
Mr. Fan Ren Da, Anthony and Mr. Li Ka Fai, David)) has been constituted to consider (a)
the Transactions (including the Agreement, the Deed and the allotment and issue of the
Consideration Shares); and (b) the Whitewash Waiver, and to make a recommendation to
the Independent Shareholders. KBC Bank N.V. Hong Kong Branch has been appointed as
independent financial adviser to the Independent Board Committee and the Independent
Shareholders in this regard.

The Independent Board Committee, after taking into account the advice from KBC
Bank N.V. Hong Kong Branch, the Independent Financial Adviser, consider that the terms
of the Transactions (including the Agreement, the Deed and the allotment and issue of the
Consideration Shares) and the Whitewash Waiver are fair and reasonable, and the
Transactions (including the Agreement, the Deed and the allotment and issue of the
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Consideration Shares) and the Whitewash Waiver are in the interests of the Company and
the Shareholders as a whole and accordingly recommend the Independent Shareholders to
vote in favour of the ordinary resolutions to be proposed at the SGM to approve the
Transactions (including the Agreement, the Deed and the allotment and issue of the
Consideration Shares) and the Whitewash Waiver.

The executive Directors consider that the terms of the Transactions (including the
Agreement, the Deed and the allotment and issue of the Consideration Shares) and the
Whitewash Waiver are fair and reasonable, and the Transactions (including the
Agreement, the Deed and the allotment and issue of the Consideration Shares) and the
Whitewash Waiver are in the interests of the Company and the Shareholders as a whole
and accordingly recommend the Independent Shareholders to vote in favour of the
ordinary resolutions to be proposed at the SGM to approve the Transactions (including the
Agreement, the Deed and the allotment and issue of the Consideration Shares) and the
Whitewash Waiver.

The text of the letter from the Independent Board Committee is set out on pages 51
to 52 of this circular. The text of the letter from KBC Bank N.V. Hong Kong Branch, the
Independent Financial Adviser, containing its advice to the Independent Board
Committee and the Independent Shareholders and the principal factors and reasons which

it has taken into account in arriving at its advice is set out on pages 53 to 87 of this circular.
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DEFINITIONS

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

following meanings:
i“ 3 . ”
acting in concert

“Agreement”

“Announcement”

“Board”
IIBVI//

“Bye-laws”

”CAGR"

“China” or “PRC”

“Company”

“Completion”

“Completion Date”

“connected person”

has the meaning given to it under the Takeovers Code

the sale and purchase agreement dated 14 April 2011
and entered into between the Company and SIH in
relation to the sale and purchase of the Sale Share and
the Shareholder’s Loan, as amended

the joint announcement of the Company and SIH
dated 14 April 2011 and published on the website of
the Stock Exchange

the board of Directors
British Virgin Islands

the bye-laws of the Company, as may be amended
from time to time

compound annual growth rate

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

Shanghai Industrial Urban Development Group
Limited (formerly known as Neo-China Land Group
(Holdings) Limited), a company incorporated under
the laws of Bermuda with limited liability, the shares
of which are listed on the Main Board of the Stock
Exchange

completion of the sale and purchase of the Sale Share
and the Shareholder’s Loan pursuant to the terms of
the Agreement and the assignment of the Dividend
Receivable becoming effective pursuant to the terms
of the Deed

the date on which Completion occurs

has the meaning given to it under the Listing Rules
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DEFINITIONS

“Consideration Shares”

“controlling shareholder(s)”

“Convertible Bonds”

“Cross Guarantee Agreement”

“Cross Guarantee Supplemental

Agreement”

“CSRC”

“Deed”

“Directors”

“Dividend Receivable”

Tranche A Consideration Shares and Tranche B
Consideration Shares, being an aggregate of
2,182,191,000 Shares to be allotted and issued by the
Company to SIH to settle the consideration for the
sale and purchase of the Sale Share and the
Shareholder’s Loan, and the assignment of the
Dividend Receivable

has the meaning given to it under the Listing Rules
and in the context of the Company, means SIIC, SIH
and Novel Good Limited, a wholly-owned subsidiary
of SIH

HK$1,340,000,000 zero coupon convertible bonds due
2011 issued by the Company all of which have been
redeemed or repaid

the cross guarantee agreement dated 26 December
2002 and entered into between Shanghai Urban
Development and State-owned Management
Company, and where the context requires, as
amended and supplemented by the Cross Guarantee
Supplemental Agreement

an agreement dated 15 December 2009 supplemental
to the Cross Guarantee Agreement, and entered into
between Shanghai Urban Development and
State-owned Management Company

B R I BB P % B @ (China Securities Regulatory
Commission), a regulatory body responsible for the
supervision and regulation of the PRC national
securities markets

the deed of assignment dated 14 April 2011 and
entered into between the Company and SIH in
relation to the assignment of the Dividend Receivable

directors of the Company
the dividend declared but unpaid as at the date of the
Deed by Shanghai Urban Development to SIH, which

amounts to RMB395,300,000 (equivalent to
approximately HK$469,588,976)
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//DTZ ”

“EIT Law”

“Enlarged Group”

“Executive”

//GDP//

“Green Carbon Fund”

//Groupﬂ

/IHK$ ”

“HKFRS”

“Hong Kong”

“Independent Board
Committee”

“Independent Financial
Adviser”

DTZ Debenham Tie Leung Limited, an independent
property valuer

(e NRIEM B A 26 T i3 B35 ) (the PRC Enterprise
Income Tax Law) issued on 16 March 2007 and its
implementation rules issued on 6 December 2007,
both effective from 1 January 2008

the Group and the Target Group

the Executive Director of the Corporate Finance
Division of the SFC or any delegate of the Executive
Director

gross domestic product

WROBA BB (R ) IR ERE R E A B ERAREH)
(Urban Development Green Carbon (Tianjin) Equity
Investment Fund (Limited Partnership)), a limited
liability partnership established in the PRC

the Company and its subsidiaries

Hong Kong dollars, the lawful currency of Hong
Kong

Hong Kong Financial Reporting Standards

the Hong Kong Special Administrative Region of the
PRC

an independent committee of the Board, comprising
all the independent non-executive Directors, namely
Mr. Doo Wai-Hoi, William, J.P., Dr. Wong Ying Ho,
Kennedy, BBS, J.P., Mr. Fan Ren Da, Anthony and Mr.
Li Ka Fai, David, constituted to make recommendations
to the Independent Shareholders in respect of the
Transactions and the Whitewash Waiver

KBC Bank N.V,, acting through its Hong Kong branch,
a licensed bank under the Banking Ordinance
(Chapter 155 of the Laws of Hong Kong) and a
registered institution registered for Type 6 (advising

on corporate finance) regulated activities under the
SFO
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“Independent Shareholders”

“independent third party”

“Invest Gain”

“Joy Century”

“Kunshan Urban Development”

“Last Trading Day”

//LAT ”

“Latest Practicable Date”

“Listing Committee”

“Listing Rules”

“NDRC”

Shareholders, other than (i) SIH, parties acting in
concert with it and their respective associates and (ii)
those who are connected, interested or involved in the
Transactions or the Whitewash Waiver

a party that is not a connected person of the Company
or of the Target Company, as the case may be

Invest Gain Limited, a company incorporated in the
BVI and a Shareholder

Joy Century Investments Limited, a company
incorporated in Hong Kong with limited liability,
which is wholly owned by the Target Company

BB B E AR /A " (Kunshan Urban
Development Real Estate Development Co., Ltd.), a
limited liability company established in the PRC and
a 90% owned subsidiary of Shanghai Urban
Development

13 April 2011, being the last full trading day for the
Shares before the date of the Announcement

Land Appreciation Tax as defined in (1 # A [ 3t
OBk oHb BE O BL® 4T W 1) (the Provisional
Regulations of the PRC on Land Appreciation Tax)
and e N B AN B 4 (BB BT AT A0 161 B e A R
(the Detailed Implementation Rules on the
Provisional Regulations of the PRC on Land
Appreciation Tax)

28 October 2011, being the latest practicable date prior
to the date of this circular for the purpose of
ascertaining certain information contained in this
circular

the Listing Committee of the Stock Exchange

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

W N RN E B R EE R % B (the National

Development and Reform Commission of the PRC)
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“PBOC”

“PRC government” or “Chinese
government”

“Restructuring Plan”

//RMB ”

“Sale Share”

”SFC”

”SFO”

/ISGMII

“Shanghai Urban Development”

“Shanghai Wan Yuan”

“Share Option Scheme”

i AR 41T (People’s Bank of China), the central
bank of China

central government of the PRC, including all
governmental subdivisions (including provincial,
municipal and other regional or local government
entities)

the restructuring of the Target Group including the
formation of the Target Company and Joy Century,
and the transfer of 59% equity interest in Shanghai
Urban Development from SIH to Joy Century

Renminbi, the lawful currency of the PRC

one share of US$1.00 in the share capital of the Target
Company, representing its entire issued share capital

the Securities and Futures Commission of Hong Kong

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

the special general meeting of the Company to be
convened for the purpose of considering, and if
thought fit, approving, inter alia, the Agreement and
the Deed, the transactions contemplated thereunder
(including the Transactions and the allotment and
issue of the Consideration Shares) and the Whitewash
Waiver

kB (4214 A BRA 7] (Shanghai Urban Development
(Holdings) Co., Ltd.), a Sino-foreign equity joint venture
established in the PRC and a 59% owned subsidiary of
the Target Company

b E RS A B #E A PR A W] (Shanghai Wan Yuan
Real Estate Development Co., Ltd.), a company
established in the PRC and a 90% owned subsidiary of
Shanghai Urban Development

the existing Share Option Scheme of the Company
adopted pursuant to an ordinary resolution passed at
a special general meeting of the Company held on 12
December 2002
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“Shareholder’s Loan”

“Shareholders”

“Shares”

“SIDC”

“SIH” or “SIHL”

”SIIC ”

“Sponsor” or “].P. Morgan”

“State Council”

“State-owned Management
Company”

all shareholder’s loans outstanding and owing at the
Completion Date by the Target Company to SIH,
which upon completion of the Restructuring Plan
amounted to approximately HK$4,987.4 million
(equivalent to approximately RMB4,108.8 million
based on the HK$ to RMB exchange rate prevailing at
the time of the Shareholder’s Loan was made)

holders of the Shares

ordinary shares of HK$0.04 each in the share capital of
the Company

i EEFERERMAM LA (Shanghai Industrial
Development Co., Ltd.), a joint stock limited liability
company established under the laws of the PRC
which is held as to 63.65% by SIH and the shares of
which are listed on A Shares Market of the Shanghai
Stock Exchange (stock code: 600748)

Shanghai Industrial Holdings Limited, a company
incorporated under the laws of Hong Kong with
limited liability and the shares of which are listed on
the Main Board of the Stock Exchange (stock code:
363)

Shanghai Industrial Investment (Holdings) Company
Limited, a company incorporated under the laws of
Hong Kong with limited liability and a controlling
shareholder of SIH

J.P. Morgan Securities (Asia Pacific) Limited, the
financial adviser and sponsor to the Company and a
corporation licensed to carry on Type 1 (dealing in
securities), Type 4 (advising on securities), Type 6
(advising on corporate finance) and Type 7 (providing
automated trading services) regulated activities
under the SFO

W N\ R AL B B S B (the State Council of the PRC)

EiE R A EE R EREARAF (Shanghai Xuhui
State-owned Assets Management Co., Ltd.), a
state-owned enterprise established under the laws of
the PRC with Xuhui SAAC as the authorised
representative exercising state-owned shareholder’s
right over it
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“Stock Exchange”
“substantial shareholder”

“SUD Chonggqing Depu”

“SUD Group”

“SUD Hefei”

“SUD Wuxi”

“Takeovers Code”

“Target Company”

“Target Group”

“Tranche A Consideration
Shares”

“Tranche B Consideration
Shares”

The Stock Exchange of Hong Kong Limited

has the meaning given to it under the Listing Rules

b 9t i B 4 P R R B 26 RN W] (Shanghai Urban
Development Group Chongqing Depu Property Co.,
Ltd.), a limited liability company established in the
PRC and a 55% owned subsidiary of Shanghai Urban
Development

Shanghai Urban Development and its subsidiaries

FilgbER G EEARAF (Shanghai Urban
Development Group Hefei Real Estate Co., Ltd.), a
company established in the PRC

g i B AR 85 XA RN E] (Shanghai Urban
Development Group Wuxi Real Estate Co., Ltd.), a
company established in the PRC and a wholly-owned
subsidiary of Shanghai Urban Development

the Code on Takeovers and Mergers of Hong Kong

Silvery Champ Limited, a company incorporated in
the BVI with limited liability, which, as at the date of
this circular, is wholly owned by SIH

the Target Company and its subsidiaries (or the Target
Company and any one or more of its subsidiaries, as
the context may require), or where the context so
requires, in respect of the period before the Target
Company became the holding company of its present
subsidiaries, such subsidiaries as if they were
subsidiaries of the Target Company at the relevant
time

2,014,480,651 Shares to be allotted and issued to SIH
to settle the consideration for the sale and purchase of
the Sale Share and the Shareholder’s Loan

167,710,349 Shares to be allotted and issued to SIH to

settle the consideration for the assignment of the
Dividend Receivable
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“Transactions” the sale and purchase of the Sale Share and the
Shareholder’s Loan pursuant to the Agreement and
the assignment of the Dividend Receivable pursuant
to the Deed

“US dollars” or “US$” United States dollars, the lawful currency of the
United States of America

“Warrants” 66,000,000 warrants issued by the Company all of
which remained outstanding as at the Latest
Practicable Date

“Whitewash Waiver” a waiver by the Executive pursuant to Note 1 on
dispensations from Rule 26 of the Takeovers Code
from the obligation of SIH and parties acting in
concert with it to make a mandatory general offer for
(i) all the Shares, and (ii) all the outstanding Warrants
and share options of the Company, that are not
already owned or agreed to be acquired by them, as a
result of the Company allotting and issuing the
Consideration Shares to SIH

“Xuhui SAAC” v T AR B I B A A E R Z B (Xuhui District
State-owned Assets Administrative Committee), a
government authority authorised by and established
directly under Shanghai Xuhui District People’s
Government for supervising and managing
state-owned assets in the possession of Xuhui District,
including but not limited to, exercising state-owned
shareholders” right over Shanghai Urban
Development

“Y%o” per cent.

For the purpose of this circular, unless the context otherwise requires, conversion of
Renminbi into Hong Kong dollars is based on the approximate exchange rate of RMB0.8418 to
HK$1. Such exchange rate is for the purpose of illustration only and does not constitute a
representation that 