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CHARACTERISTICS OF GEM

GEM has been positioned as a market designed to accommodate companies to which
a higher investment risk may be attached than other companies listed on the Exchange.
Prospective investors should be aware of the potential risks of investing in such companies and
should make the decision to invest only after due and careful consideration. The greater risk
profile and other characteristics of GEM mean that it is a market more suited to professional
and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities
traded on GEM may be more susceptible to high market volatility than securities traded on the
main board and no assurance is given that there will be a liquid market in the securities traded
on GEM.
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DEFINITIONS

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

following meanings:

“2016 AGM”

“2018 Convertible Bonds”

(13 : 2
associates
“Board”

“Bondholder(s)”

“Company”

“connected person(s)”

“Conversion Price”

“Conversion Share(s)”

“Convertible Bond(s)”

“Current General Mandate”

“Director(s)”

“EGM”

the annual general meeting of the Company held on 24 May 2016

the zero coupon convertible bond(s) issued by the Company on 21
April 2015 and due in 2018 with an outstanding principal amount
of HK$40,000,000 conferring rights to convert into a total of
173,913,043 Shares at conversion price of HK$0.23 per Share (subject
to adjustment)

has the meaning ascribed thereto under the GEM Listing Rules
the board of Directors

holder(s) of the Convertible Bonds, which as at the Latest Practicable
Date, are Ivana, Mr. Jin and Mr. Shang

Merdeka Financial Services Group Limited, a company incorporated
in the Cayman Islands, whose issued Shares are listed on GEM

has the meaning ascribed thereto under the GEM Listing Rules

the price per Share at which Shares shall be issued upon exercise of
the conversion rights attached to the Convertible Bonds, which will be
HK$0.095 per Conversion Share under the Proposed Terms, subject to
adjustment under the terms and conditions of the Convertible Bonds

new Share(s) to be issued by the Company upon exercise of
the conversion rights attached to the Convertible Bonds by the
Bondholders

the zero coupon convertible bonds due 2017 issued by the Company
on 12 August 2008 (as amended by two supplemental deeds dated 30
May 2011 and 9 July 2014)

the general mandate granted to the Directors at the 2016 AGM to allot,
issue and deal with Shares up to a maximum of 20% of the number of
Shares in issue as at the date of the 2016 AGM

the director(s) of the Company

the extraordinary general meeting of the Company to be convened
and held for the Independent Shareholders to consider and, if thought
fit, approve (i) the Third Supplemental Deed and the transaction
contemplated thereunder including the Proposed Terms and the grant
of the Specific Mandate; and (ii) the refreshment of the Current
General Mandate



DEFINITIONS

ECGEM”
“GEM Listing Rules”
“Group’,

“Heng He”

6‘HK$ 2
“Hong Kong”

“Independent Board
Committee”

“Independent Financial
Adviser”

“Independent Shareholders”

“Independent Third
Party(ies)”

“Ivana”

* for identification purposes only

the Growth Enterprise Market of the Stock Exchange
the Rules Governing the Listing of Securities on the GEM

the Company and its subsidiaries

15 ] il & (1) A R 7 (Heng He Financial Lease (Shanghai)
Company Limited*), a sino-foreign joint venture company established
in the PRC with limited liability and an indirect non-wholly owned
subsidiary of the Company

Hong Kong dollars, the lawful currency of Hong Kong
the Hong Kong Special Administrative Region of the PRC

an independent board committee of the Company comprising Ms.
Yeung Mo Sheung, Ann, Mr. Ng Kay Kwok and Mr. Yip Kat Kong,
Kenneth, all being Independent non-executive Directors, to advise
the Independent Shareholders in relation to (i) the transaction
contemplated under the Third Supplemental Deed including the
Proposed Terms and the Specific Mandate; and (ii) the refreshment of
the Current General Mandate

Goldin Financial Limited, a corporation licensed to carry out type 6
(advising on corporate finance) regulated activity under the SFO and
the independent financial adviser appointed to advise the Independent
Board Committee and the Independent Shareholders in relation to (i)
the transactions contemplated under the Third Supplemental Deed
including the Proposed Terms and the Specific Mandate; and (ii) the
refreshment of the Current General Mandate

Shareholders other than Mr. Cheung, Ivana and their respective
associates (in respect of the Proposed Terms), or Shareholders other
than Mr. Cheung, Ivana, Mr. Lau Chi Yau, Pierre and their respective
associates (in respect of the Refreshed General Mandate)

an individual(s) or a company(ies) who or which, as far as the
Directors are aware after having made all reasonable enquiries, is/are
not connected with the Company and its connected persons

Ivana Investments Limited, being an investment holding company, the
entire issued shares of which are controlled by a trust founded by Mr.
Cheung, and is one of the Bondholders
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“Latest Practicable Date”

“Listing Committee”

“Mr. Cheung”

“Mr. Jin”

“Mr. Shang”

“PRC”

B

“Proposed Terms’

“Refreshed General
Mandate”

“SFO”

“Share(s)”

14 February 2017, being the latest practicable date prior to the printing
of this circular for ascertaining certain information for inclusion in this
circular

has the meaning ascribed to this term under the GEM Listing Rules

Mr. Cheung Wai Yin, Wilson, an executive Director, Chairman and the
Chief Executive Officer of the Company

Mr. Jin Xiaobin, a holder of the Convertible Bonds who is an
Independent Third Party

Mr. Shang Xiaodong, a holder of the Convertible Bonds who is an
Independent Third Party

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

together (a) the proposed extension of the maturity date of the
Convertible Bonds for a further three years from 12 August 2017 to
12 August 2020; (b) the proposed revision of the conversion price
of the Convertible Bonds from HK$0.3696 per Conversion Share to
HK$0.095 per Conversion Share; and (c) revise the adjustment events
to the Conversion Price to include the following events: (i) issue
of Shares for subscription by way of rights, or a grant of options or
warrants to subscribe for Shares, at a price which is less than 80% of
the market price per Share to the Shareholders; (ii) issue wholly for
cash of securities convertible into or exchangeable for or carrying
rights of subscription for Shares, if in any case the total effective
consideration per Share receivable is less than 80% of the market
price, or the conversion, exchange or subscription rights of any such
issue are altered so that the said total effective consideration receivable
is less than 80% of such market price; and (iii) issue of Shares being
made wholly for cash at a price less than 80% of the market price per
Share

a general and unconditional mandate proposed to be granted to the
Directors at the EGM to exercise the power of the Company to allot,
issue or otherwise deal with Shares up to a maximum of 20% of the
number of Shares in issue as at the date of passing of the relevant
resolution

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

the ordinary share(s) of par value of HK$0.001 each in the share
capital of the Company



DEFINITIONS

“Shareholder(s)”

“Specific Mandate”

“Stock Exchange”
“Takeovers Code”

“Third Supplemental Deed”

‘G%”

the holder(s) of the Shares

the specific mandate to allot and issue the Conversion Shares at the
Conversion Price to be sought from the Independent Shareholders at
the EGM

The Stock Exchange of Hong Kong Limited

The Code on Takeovers and Mergers

the supplemental deed dated 20 January 2017 and entered into between
the Company and the Bondholders in respect of the Proposed Terms

percentage or per centum



LETTER FROM THE BOARD

LA

MERDEKA FINANCIAL SERVICES GROUP LIMITED
(BEREMREEEERAF")

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 8163)

Executive Directors: Registered office:

Mr. Cheung Wai Yin, Wilson Cricket Square
(Chairman and Chief Executive Officer) Hutchins Drive

Mr. Lau Chi Yan, Pierre (Managing Director) P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

British West Indies
Independent non-executive Directors: Head office and principal place
Ms. Yeung Mo Sheung, Ann of business in Hong Kong:
Mr. Ng Kay Kwok Room 1502
Mr. Yip Kat Kong, Kenneth Chinachem Century Tower

178 Gloucester Road
Wanchai, Hong Kong

20 February 2017
To the Shareholders

Dear Sir or Madam

(I) CONNECTED TRANSACTION:
AMENDMENTS TO THE TERMS AND CONDITIONS
OF THE CONVERTIBLE BONDS,
(II) PROPOSED REFRESHMENT OF CURRENT GENERAL MANDATE
AND
(III) NOTICE OF EXTRAORDINARY GENERAL MEETING

INTRODUCTION

References are made to the announcements of the Company dated 23 October 2007, 30 May
2011, 4 July 2011, 9 July 2014, 19 September 2014 and 20 January 2017, and the circulars (the
“Circulars”) of the Company dated 30 May 2008, 15 June 2011 and 2 September 2014 in relation to
the issue of, and the subsequent amendments made to, the Convertible Bonds convertible into Shares at
the then initial conversion price of HK$0.10 per Conversion Share (subject to adjustment as provided
in the terms and conditions of the Convertible Bonds) as part of the consideration for the acquisition of
forest concessions in Papua, Indonesia on 12 August 2008.

* for identification purposes only



LETTER FROM THE BOARD

The Convertible Bonds are unsecured, interest-free and were originally mature on 12 August
2011. Unless the Convertible Bonds are converted into the Shares, the outstanding principal amount of
the Convertible Bonds would be redeemed in full on maturity.

By the two supplemental deeds dated 30 May 2011 and 9 July 2014, among other changes on
the terms of the Convertible Bonds, the maturity date of the Convertible Bonds and its conversion
period have been extended to 12 August 2017.

As at the Latest Practicable Date, the aggregate outstanding principal amount of the Convertible
Bonds is HK$124,068,000, which is legally and beneficially owned by three Bondholders, convertible
into the Shares at the conversion price of HK$0.3693 per Share.

For further details of the Convertible Bonds, please refer to the Circulars.

In addition, the Board proposes to seek the Shareholders’ approval for the Refreshed General
Mandate.

The purpose of this circular is to provide you with, among other things, details of the Convertible
Bonds, the Proposed Terms, the proposed refreshment of the Current General Mandate, the letters from
the Independent Board Committee and the Independent Financial Adviser and the notice convening
the EGM for the Independent Shareholders to consider and, if thought fit, to approve the resolutions in
relation to (i) the Third Supplemental Deed and the transactions contemplated thereunder including the
granting of the Specific Mandate and (ii) the proposed refreshment of the Current General Mandate.

THIRD SUPPLEMENTAL DEED RELATING TO THE CONVERTIBLE BONDS

On 20 January 2017 (after trading hours), the Company and the Bondholders, namely, [vana, Mr.
Jin and Mr. Shang, entered into the Third Supplemental Deed to: (a) extend the maturity date of the
Convertible Bonds for a further three years to 12 August 2020; (b) revise the conversion price of the
Convertible Bonds from HK$0.3696 per Share to HK$0.095 per Share; and (c) revise the adjustment
events to the Conversion Price to include the following events:

. issue of Shares for subscription by way of rights, or a grant of options or warrants to
subscribe for Shares, at a price which is less than 80% of the market price per Share to the
Shareholders;

. issue wholly for cash of securities convertible into or exchangeable for or carrying

rights of subscription for Shares, if in any case the total effective consideration per
Share receivable is less than 80% of the market price, or the conversion, exchange
or subscription rights of any such issue are altered so that the said total effective
consideration receivable is less than 80% of such market price; and

. issue of Shares being made wholly for cash at a price less than 80% of the market price
per Share.
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To the best information, knowledge and belief of the Directors after making necessary enquiry,
each of the Bondholders (other than Ivana which is a connected person of the Company) is an

Independent Third Party.

The Third Supplemental Deed is conditional upon the following conditions:

(a) the Stock Exchange granting its approval for the Proposed Terms;

(b)  the passing of an ordinary resolution by the Independent Shareholders at the EGM
approving the Third Supplemental Deed and the transactions contemplated thereunder
including the grant of the Specific Mandate; and

(c) the GEM Listing Committee of the Stock Exchange having granted the listing of, and
permission to deal in, the Conversion Shares to be issued upon exercise of conversion
rights attached to the outstanding Convertible Bonds.

None of the above conditions are waiverable. If any of the conditions above are not fulfilled
by 31 March 2017, the parties to the Third Supplemental Deed will not be bound to proceed with the
transactions contemplated under the Third Supplemental Deed and the Third Supplemental Deed will

cease to have any effect.

Apart from the Proposed Terms, all other terms of the Convertible Bonds remain unchanged.
A summary of the principal terms of the Convertible Bonds as adjusted by the Proposed Terms is as

follows:

Issuer

Outstanding principal
amount as at the Latest
Practicable Date

Interest

Conversion period

Restrictions in
conversion

The Company
HK$124,068,000

Zero coupon

Subject to the restrictions specified below, Bondholders shall be
entitled to convert the Convertible Bonds into the Conversion
Shares at any time during the period commencing from the date
of issue of the Convertible Bonds until the date that falls on the
fifth day immediately before the maturity date.

There is no right for any Bondholder(s) to convert any principal
amount of the Convertible Bonds held by the Bondholder(s)
and the Company shall not issue any Conversion Shares thereof
if, upon such conversion and issue of the Conversion Shares,
the Company will be in breach of the minimum public float
requirement as stipulated under Rule 11.23 of the GEM Listing
Rules.
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Conversion Price : Upon the Third Supplemental Deed taking effect, the
Conversion Price would be HK$0.095 per Conversion Share,
subject to adjustments.

The Conversion Price represents:

(1)  the closing price per Share as quoted on the Stock
Exchange of HK$0.095 on 20 January 2017, being the
date of the Third Supplemental Deed;

(i)  apremium of about 1.93% over the average of the closing
prices of HK$0.0932 per Share for the last five trading
days immediately preceding 20 January 2017; and

(iii)  a discount of about 16.67% to the closing price per Share
as quoted on the Stock Exchange of HK$0.114 on the
Latest Practicable Date

The Conversion Price was determined by reference to the recent
trading performance and trading volume of the Shares on the
Stock Exchange. The Directors considers that similar factors
were used to determine the revised Conversion Price and that
the premium of about 1.93% over the average closing price for
the last five trading days immediately preceding the date of
the Third Supplemental Deed was similar to the premium of
approximately 2.67% over the market price of the Shares when
the revision was made under the second supplemental deed
dated 9 July 2014.

Adjustment events : The Conversion Price shall from time to time be subject to
adjustment upon occurrence of certain events:

(i)  consolidation or subdivision of the Shares;

If and whenever the Shares by reason of any consolidation
or sub-division become of a different nominal amount,
the Conversion Price in force immediately prior thereto
shall be adjusted by multiplying it by the revised nominal
amount and dividing the result by the former nominal
amount:
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(i)

where

A is the nominal amount of one Share immediately after
such consolidation or sub-division; and

B is the nominal amount of one Share immediately before
such consolidation or sub-division.

Each such adjustment shall be effective from the close of
business in Hong Kong on the day immediately preceding
the date on which the consolidation or sub-division
becomes effective.

capitalisation of profits or reserves;

If and whenever the Company shall issue (other than in
lieu of the whole or part of a cash dividend and other than
issue that would amount to a Capital Distribution) any
Shares credited as fully paid to the Shareholders by way
of capitalisation of profits or reserves (including any share
premium account or capital redemption reserve fund),
the Conversion Price in force immediately prior to such
issue shall be adjusted by multiplying it by the aggregate
nominal amount of the issued Shares immediately before
such issue and dividing the result by the sum of such
aggregate nominal amount and the aggregate nominal
amount of the Shares issued in such capitalisation.

A
A+B

where

A is the aggregate nominal amount of the issued Shares
immediately before such issue; and

B is the aggregate nominal amount of the Shares issued in
such capitalisation

Each such adjustment shall be effective (if appropriate
retroactively) from the commencement of the day next
following the record date for such issue.
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(iif)

(iv)

capital distribution;

If and whenever the Company shall make any capital
distribution to the Shareholders (in their capacity as
such), the Conversion Price in force immediately prior to
such distribution or grant shall be reduced by multiplying
it by the following fraction:

A-B
A

where:

A= the market price on the date on which the Capital
Distribution is publicly announced or (failing any
such announcement) the date preceding the capital
distribution; and

B= the fair market value on the day of such
announcement or (as the case may require) the
next preceding day, as determined in good faith
by an independent accountants, of the portion of
the capital distribution which is attributable to one
Share,

Provided that if in the opinion of an independent
accountants, the use of the fair market value as aforesaid
produces a result which is significantly inequitable, such
independent accountant may instead determine (and
in such event the above formula shall be construed as
if B meant) the amount of the said market price which
should properly be attributed to the value of the capital
distribution.

Each such adjustment shall be effective (if appropriate
retroactively) from the commencement of the day next
following the record date for the capital distribution.

issue of Shares for subscription by way of rights, or a
grant of options or warrants to subscribe for Shares, at
a price which is less than 80% of the market price per
Share to the Shareholders;

— 10—
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If and whenever the Company shall offer to all or
substantially all Shareholders as a class for subscription
by way of rights, or shall issue or grant to all or
substantially all Shareholders as a class, by way of rights,
any options, warrants or other rights to subscribe for or
purchase any new Shares, in each case at a price which
is less than 80 per cent. of the market price on the last
dealing day preceding the date of the announcement of
the terms of the offer or grant, the Conversion Price shall
be adjusted by multiplying the Conversion Price in force
immediately on the last dealing day preceding the date of
the announcement by the following fraction:

A+B
A+C

where

A is the number of Shares in issue immediately
before such announcement;

B is the number of Shares which the aggregate
amount (if any) payable for the rights, or for
the options or warrants or other rights issued by
way of rights, and for the total number of Shares
comprised therein would purchase at such market
price per Share; and

C is the aggregate number of Shares issued or, as the
case may be, comprised in the offer or grant.

Such adjustment shall become effective on the date of
the issue of such Shares or issue or grant of such options,
warrants or other rights (as the case may be).

Provided however that no such adjustment shall be made
if the Company shall make a like offer or grant (as the
case may be) at the same time to the Bondholders (subject
to such exclusions or other arrangements as the directors
of the Company may deem necessary or expedient in
relation to fractional entitlements or having regard to
any restrictions or obligations under the laws of, or the
requirements of any recognised regulatory body or any
stock exchange in any territory outside Hong Kong) as
if it had exercised the conversion rights under the Bonds
registered in its name in full on the day immediately
preceding the record date for such offer or grant.

—11 -
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)

issue wholly for cash of securities convertible into or
exchangeable for or carrying rights of subscription for
Shares, if in any case the total effective consideration per
Share receivable is less than 80% of the market price,
or the conversion, exchange or subscription rights of
any such issue are altered so that the said total effective
consideration receivable is less than 80% of such market
price; and

If and whenever the Company shall issue wholly for cash
any securities (other than the Bonds pursuant to the Bond
Instrument) which by their terms are convertible into or
exchangeable for or carry rights of subscription for new
Shares, and the total Effective Consideration (as defined
below) per Share initially receivable for such securities
is less than 80 per cent. of the market price on the last
dealing day preceding the date of the announcement of
the terms of issue of such securities, the Conversion Price
shall be adjusted by multiplying the Conversion Price
in force immediately prior to the issue by the following
fraction:

A+B
A+C

where

A is the number of Shares in issue immediately
before such issue;

B is the number of Shares which the total Effective
Consideration receivable by the Company for the
Shares to be issued upon conversion or exchange
of or upon exercise of the right of subscription
attached to such securities would purchase at such
market price per Share; and

C is the maximum number of Shares to be issued
upon conversion into or exchange of such securities
or upon the exercise of such rights of subscription
attached thereto at the initial conversion, exchange
or subscription price or rate.

Such adjustment shall become effective on the date of the
issue of such securities.

—12 -
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If and whenever the rights of conversion or exchange
or subscription attached to any such securities as are
mentioned in section (aa) of this sub-paragraph (v) are
modified so that the total Effective Consideration per
Share initially receivable for such securities shall be less
than 80 per cent. of the market price on the last dealing
day preceding the date of announcement of the proposal
to modify such rights of conversion or exchange or
subscription, the Conversion Price shall be adjusted by
multiplying the Conversion Price in force immediately
prior to such modification by the following fraction:

A+B
A+C

where

A is the number of Shares in issue immediately
before such modification;

B is the number of Shares which the total Effective
Consideration receivable by the Company for the
Shares to be issued upon conversion or exchange,
or upon exercise of the right of subscription
attached to the securities so modified, would
purchase at such market price per Share or, if
lower, the existing conversion, exchange or
subscription price; and

C is the maximum number of Shares to be issued
upon conversion or exchange of such securities
or upon the exercise of such rights of subscription
attached thereto at the modified conversion,
exchange or subscription price or rate,

but giving credit in such manner as the independent
accountants (whom the Company undertakes to engage
for the purpose of this paragraph) shall, acting as an
expert, consider appropriate (if at all) for any adjustment
under this paragraph.

13-
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(vi)

Such adjustment shall become effective as at the date
upon which such modification shall take effect. A right
of conversion or exchange or subscription shall not be
treated as modified for the foregoing purposes where it is
adjusted to take account of rights or capitalisation issues
and other events normally giving rise to adjustment of
conversion or exchange terms.

For the purposes of this sub-paragraph (v), the “total
Effective Consideration” receivable for the securities
issued shall be deemed to be the consideration receivable
by the Company for any such securities plus the
additional minimum consideration (if any) to be received
by the Company upon (and assuming) the conversion
or exchange thereof or the exercise of such subscription
rights, and the total Effective Consideration per Share
initially receivable for such securities shall be such
aggregate consideration divided by the number of Shares
to be issued upon (and assuming) such conversion or
exchange at the initial conversion or exchange rate or
the exercise of such subscription rights at the initial
subscription price, in each case without any deduction for
any commissions, discounts or expenses paid, allowed or
incurred in connection with the issue.

issue of Shares being made wholly for cash at a price less
than 80% of the market price per Share.

If and whenever the Company shall issue (otherwise than
as mentioned in (iv) above) wholly for cash any Shares
(other than Shares issued on the exercise of conversion
rights or on the exercise of any other rights of conversion
into, or exchange or subscription for, Shares) or issue or
grant (otherwise than as mentioned in (iv) above) options,
warrants or other rights to subscribe for or purchase
Shares, in each case at a price per Share which is less
than 80 per cent. of the market price on the last dealing
day preceding the date of the announcement of the terms
of such issue, the Conversion Price shall be adjusted by
multiplying the Conversion Price in force immediately
before the date of such announcement by the following
fraction:

A+B

— 14—
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where

A is the number of Shares in issue immediately
before the date of the relevant announcement;

B is the number of Shares which the aggregate
consideration receivable for the issue of such
additional Shares would purchase at such market
price per Share; and

C is the number of Shares in issue immediately after
the issue of such additional Shares.

References to additional Shares in the above formula
shall, in the case of an issue or grant by the Company of
options, warrants or other rights to subscribe or purchase
Shares, mean such Shares to be issued assuming that
such options, warrants or other rights are exercised in full
at the initial exercise price on the date of issue of such
options, warrants or other rights.

Such adjustment shall become effective on the date of the issue
of such Shares or, as the case may be, the issue or grant of such
options, warrants or other rights.

Early Redemption: : the Company may at any time during the period commencing
from the date of issue of the Convertible Bonds to the maturity
date of the Convertible Bonds to redeem the whole or part of the
outstanding Convertible Bonds of the Bondholder(s) on a pro
rata basis

Transferability: : The Convertible Bonds are transferable from the date of issue of
the Convertible Bonds until the date that falls on the tenth day
before the maturity date, subject to the terms and conditions of
the Convertible Bonds.

— 15—
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Adjustment events (i) to (iii) were provided for in the initial terms of the Convertible Bonds
issued in 2008 and adjustment events (iv) to (vi) are new additions under the Third Supplemental Deed.
The reason for the proposed amendments to the Convertible Bonds in the Third Supplemental Deed
to include adjustment events (iv) to (vi) is because the Bondholders discovered after the open offer
conducted by the Company in July 2015 that the Conversion Price was not subject to any automatic
adjustment provision under the initial terms of the Convertible Bonds in the event of open offer or
rights issue of the Company and requested such provisions to be included in the Third Supplemental
Deed to be in line with the terms of the 2018 Convertible Bonds.

Since 