
1

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of 
this announcement, makes no representation as to its accuracy or completeness and 
expressly disclaims any l iabil ity whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this announcement.

This announcement is for information purposes only and does not constitute an
invitation or offer to acquire purchase or subscribe for any securities.
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(incorporated in Bermuda with limited liability)
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SUPPLEMENTAL A GREEMENT T O
POSSIBLE VERY SUBSTANTIAL ACQUI SITION RELATING T O

BIOMA SS ENERGY BUSINESS
AND

RESUMPTI ON OF TRADIN G

Financial Adviser to China Grand Forestry Green Resources Group L imited

  Kingston Corporate Finance Limited

SUPPLEMENTAL AGREEMENT

Further to the Previous Announcements, the Board announces that on 14 June 2008,
the Company entered into the Third Supplemental Acquisition Agreement with the
Vendor which superseded certain terms and conditions of the Previous Acquisition
Agreements in respect of the possible very substantial acquisition by the Company
relating to biomass energy business.

Pursuant to the Third Supplemental Acquisition Agreement, the Company now agreed
to acquire from the Vendor the entire issued share capital of Shenyu New Energy at
the Consideration up to a maximum aggregate amount of HK$4,000 million and shall
comprise:-

(i) 30% of the Consideration in cash; and
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(ii ) 70% of the Consideration by issue of the Convertible Notes at a conversion
price of HK$2.50 per Conversion Share to the Vendor.

Notwithstanding the above, the Consideration may be payable by the Purchaser to the
Vendor by the four consecutive installments, namely, from the date of Completion to
31 March 2009, from 1 April 2009 to 31 March 2010, from 1 April 2010 to 31 March
2011 and from 1 April  2011 to 30 September 2011, under such calculation and in
such manner as set-out in the sub-section headed ÒCalculation of ConsiderationÓ and
ÒManner of Payment of ConsiderationÓ below.

The conversion rights under the Convertible Notes may be exercisable at any time
and from time to time, following the date of issue of the Convertible Notes provided
that (i ) immediately after any such conversion, the Noteholder(s) together with
their respective associates and parties acting in concert with them (as defined in
the Takeovers Code) does not control 29.90% or more of the voting rights in the
Company; and (ii) the public float of at least 25% of the issued share capital of the
Company as enlarged by the issue of Conversion Shares can be maintained.

Detail s on the Third Supplemental Acquisition Agreement that superseded certain
terms and conditions of  the Previous Acquisition Agreements are set-out below.

IMPLICATION OF THE LI STING RULE S

Despite there is a revision to the terms and conditions of the Previous Acquisition
Agreements resulting from the entry of the Third Supplemental Acquisition Agreement
by the Company and the Vendor, based on the aggregate value of consideration to be
given and market capitali sation of the Company, the Acquisition constitutes a very
substantial acquisition for the Company under the Listing Rules.

GENERAL

The SGM will  be held to consider and, if  thought fi t, pass the resolutions to approve
the Acquisition and the transactions contemplated under the Previous Acquisition
Agreements and the Third Supplemental Acquisition Agreement. The Directors
confi rm that no Shareholder has any material  interests in the Acquisi tion and
therefore, no Shareholder is required to abstain from voting for the approval of the
Acquisition at the SGM.

A circular containing, amongst other things, further detail s of (i) the Acquisition and
other disclosures in connection with the Acquisition required pursuant to the Listing
Rules; (ii ) the valuation reports issued by independent qualifi ed appraisers on the fair
value of the major assets of Shenyu New Energy Group; and (iii ) a notice convening
the SGM will be despatched to the Shareholders as soon as practicable in accordance
with the Listing Rules.
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SUSPENSION AND RESUMPTION OF TRADING IN THE SHARES

Trading in the Shares on the Stock Exchange was suspended with eff ect from 9:30
a.m. on 16 June 2008 at the request of the Company pending the issue and publication
of this announcement. An application has been made to the Stock Exchange for the
resumption of trading in the Shares with eff ect from 9:30 a.m. on 23 June 2008.

Reference is made to the announcements of the Company dated 16 November 2007,
26 November 2007 and 18 December 2007 (together, the ÒPrevious AnnouncementsÓ),
announcing that the Company had entered into the Acquisi tion Agreement and
subsequently, the supplemental agreements dated 23 November 2007 and 17 December
2007 (together, the ÒPrevious Acquisition AgreementsÓ) in relation to the possible very
substantial acquisition by the Company pursuant to the Listing Rules. Having executed
of further due diligence exercise and reviewed the preliminary valuation reports from
Pšyry Forestry Industry Ltd. (ÒPšyryÓ) and LCH (Asia-Pacifi c) Surveyors Limited (the
ÒLCHÓ), based on the CompanyÕs managementÕs decision, the Company and the Vendor
entered into the Third Supplemental Acquisition Agreement which superseded certain
terms and conditions of the Previous Acquisition Agreements in respect of the possible
very substantial acquisition by the Company relating to biomass energy business. The
Directors considered that the Acquisition and the Third Supplemental Acquisition
Agreement are in the best interests of the Company and the Shareholders as a whole.

On 18 December 2007, the Company announced that they have appointed Pšyry, a
renowned independent valuation company recognized as one of the worldÕs leading
advisers to the global forest industry, as the CompanyÕs valuer to particularly carry out
a comprehensive due diligence exercise and valuation on the forest assets owned by the
Shenyu New Energy Group. In this regard, the Company and the Vendor entered into
a supplemental agreement on 17 December 2007 pursuant to which, the Company and
the Vendor agreed to further negotiate and adjust the terms of the Acquisition including
the consideration for the Acquisition subject to the valuation report in the context of the
asset quality and business value of the Shenyu New Energy Group. Furthermore, the
Company has also appointed LCH to carry out a valuation on the land use rights owned
by the Shenyu New Energy Group.

The valuation of forest assets from Pšyry and the valuation of land use rights from LCH
(the ÒValuationsÓ) provide relevant professional information for the Board to assess the
potential profitability of the underlying assets of the Shenyu New Energy Group. The
Directors have recently reviewed the preliminary valuation reports on the Valuations
which form part of the basis for the determination of the maximum consideration of the
Acquisition. The finalized valuation reports on the Valuations would be set out in the
Circular to be despatched to the Shareholders in due course.
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In general, the Valuations employed replacement cost approach, expectation approach
which provides the net present value of the future net discount cash fl ow, and market
approach. The future projection attributable to the investment valuation is based on the
following principal assumptions:

(i) The forest valuation has been undertaken over a 50 year period with the main
costs, price and yield assumptions to be outlined in the finalized valuation reports.
Woodflow projections for the resource have included the existing rotations and
those which will  succeed it but to be consistent with wider conventions in business
appraisal, however the valuation is based on the real pre-tax cash flows produced
by just the current standing tree crop. This has enabled conformation that the
assumed harvest strategy is sustainable in the long term. Domestic sawlog prices
in the PRC are expected to increase in real terms at an average rate of 1.7% per
annum over the next five years, while pulplog prices are expected to increase
more modestly at an average rate of 1.0% per annum. The cost and log price
assumptions to be made in the valuation reports are based on the information
avail able at the time of the analysis. Future changes will  depend on many factors
including government poli cy, external infl uences, such as demand for labour,
demand for land, productivity and efficiency. Such changes cannot be predicted
with certainty.

(ii) The Jatropha Curcas L plantations investment valuation has been undertaken
over a 50 year period and included current stocked area only. The investment
valuation provides guidance as to the potential investment value of the resource
assuming performance of the resource are realised. The main costs, price and yield
assumptions to be outli ned in the fi nali zed valuation reports. There are no known
mature large scale commercial plantations of Jatropha in the world. Therefore,
costs, price and yield assumptions to be made in the valuation reports are based
on the information avail able from old mature/natural areas, pil ot plantations and
other small er plots. The absence of data from large scale commercial production
means that actual yields, agriculture practices and costs cannot be predicted with
certainty. It is also assumed that there are no taxes at harvest for Jatropha.

The further detail assumptions will be included in the finalized valuation reports
set-out in the Circular to be despatched to the Shareholders in due course. The Company
will comply with all disclosure requirements under Rules 14.61 and 14.62 of the Listing
Rules.

The terms and conditions of the Third Supplemental Acquisition Agreement that
superseded certain terms and conditions of the Previous Acquisit ion Agreements
are set-out as foll ows:
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Consideration

Upon and after completion of the Acquisition, the Consideration up to a maximum
aggregate amount of HK$4,000 million shall comprise:-

(i) 30% of the Consideration in cash; and

(ii ) 70% of the Consideration by issue of the Convertible Notes at a conversion price
of HK$2.50 per Conversion Share to the Vendor.

Notwithstanding the above, the Consideration may be payable by the Purchaser to the
Vendor by the four consecutive installments, namely, from the date of Completion to
31 March 2009, from 1 April  2009 to 31 March 2010, from 1 April  2010 to 31 March
2011 and from 1 April  2011 to 30 September 2011, under such calculation and in such
manner as mentioned hereinafter.

Calculation of Consideration

Such consideration of that relevant install ment of the four consecutive install ments
shall be calculated by the Audited Net Profit of that relevant installment multiplied by
a price-earnings ratio of 5 and then divided by 3. The price-earning ratio of 5 has been
determined after armÕs length negotiation between the Company and the Vendor with
reference to the business prospect and potential profitability of the Shenyu New Energy
Group.

Manner of Payment of Consideration

Upon Completion, the Company shall pay HK$150 million in cash and procure the
escrow agent to release a refundable interest-bearing deposit of HK$50 million to the
Vendor as the fi rst part of the Initial Cash Consideration.

On 31 December 2008, the Company shall pay HK$100 million in cash to the Vendor as
the second part of the Initial Cash Consideration.

Subject to the above maximum aggregate amount of the Consideration and within one
month after issue of the relevant audited accounts of the Shenyu New Energy Group, the
Vendor shall :-

(a) for each of the fi rst 3 consecutive install ments, receive an amount in cash
consti tuting 30% of such consideration of that relevant install ment provided
one third of the Initial Cash Consideration shall be treated as part payment of 
such consideration payable and shall  therefore be deducted from the Ini tial
Cash Consideration accordingly. However if  such one third of the Initial Cash
Consideration has not been wholly deducted because of such consideration of that
relevant installment below HK$100 million, the non-deducted amount shall be
forthwith refunded to the Company by the Vendor;
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(b) for the last consecutive installment, receive an amount in cash constituting 30% of 
such consideration of that relevant installment; and

(c) for each of the four consecutive installments, receive the Convertible Note,
equivalent to an amount constituting 70% of such consideration of that relevant
installment to be issued by the Company within one month after the grant of the
listing of and permission to deal in the Conversion Shares by the Stock Exchange
(if  appli cable).

Extension of the Long Stop Date

The conditions of the Previous Acquisition Agreements have not been fulfilled or
waived on or before 29 February 2008. According to the Third Supplemental Acquisition
Agreement, the parties have agreed to extend the said long stop date to 30 September
2008 or a later date as agreed by the parties in writing.

According to the Previous Acquisition Agreements, completion is expected to take place
on the third Business Day following the date on which conditions are fulfilled or a later
date as agreed by the parties in writing.

Guarantees

According to the Third Supplemental Acquisition Agreement, the parties have agreed
that:-

1. the Profit Guarantee to be provided by the Vendor is cancelled.

2. there are no restricted and unrestricted convertible notes of the Company as
stipulated in the Previous Acquisition Agreements and the issue of the convertible
notes will not be subject to the adjustments in respect of the Profit Guarantee.

3. the Company shall still have the right to terminate the Acquisition without paying
any compensation to the Vendor in case of the fair value of the net assets of the
Shenyu New Energy Group, as assessed by an independent appraiser in Hong
Kong and confirmed in a valuation report, will be less than HK$4,000 million or
such other value as may not be agreed by the Company and the Vendor.

The Convertible Notes

Principal amount: Changed from HK$3,600 million to a maximum aggregate
principal amount of HK$2,800 million

Interest: 1.5% per annum
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Conversion: Pursuant to the Third Supplemental Acquisition Agreement,
the holder(s) of the Convertible Notes may exercise the
conversion rights to convert the whole or part of  the
Convertible Notes into the Conversion Shares at any time
and from time to time, foll owing the date of issue of the
Convertible Notes provided that (i) immediately after any
such conversion, the Noteholder(s) together with their
respective associates and parties acting in concert with them
(as defi ned in the Takeovers Code) does not control 29.90%
or more of the voting rights in the Company; and (ii) the
public float of at least 25% of the issued share capital of the
Company as enlarged by the issue of Conversion Shares can
be maintained.

Conversion price: The exercise price of HK$2.50 per Share of the Convertible
Notes represents:

 (i) a premium of approximately 257.14% from the
closing price of the Shares of HK$0.70 on the Last
Trading Date immediately before the date of this
announcement;

 (ii) a premium of approximately 253.11% from the 5-day
average closing price of the Shares of approximately
HK$0.708 immediately before and including the Last
Trading Date.

Conversion Shares: A maximum aggregate of 1,120,000,000 Conversion Shares
instead of 1,440,000,000 Conversion Shares are to be issued
upon conversion of the Convertible Notes if  exercised in
full, which represents approximately 20.17% of the existing
issued share capi tal  of  the Company or approximately
16.79% of the CompanyÕs enlarged share capital assuming
the Convertible Notes were fully exercised.

The Directors are of the view that the above terms and conditions of the Third
Supplemental Acquisition Agreement that superseded certain terms and conditions of 
the Previous Acquisition Agreements are fair and reasonable and in the best interest
of the Company and the Shareholders as a whole. Save for disclosed herein, the other
terms and conditions of the Previous Acquisition Agreements remain unchanged.
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Furthermore, the Company would like to announce that �P �a	Z�Á�-	•�U
?�®�Þ�"�®
�! (Shuangbai Shenyu New Energy Base Company Limited)*, (ÒShuangbai ShenyuÓ),
a subsidiary of Yunnan Shenyu New Energy incorporated in the PRC and is principall y
engaged in the research and development of biological energy sources and forestry
resources would also be acquired by the Company pursuant to the Acquisition. The
equity interest in Shuangbai Shenyu by Yunnan Shenyu New Energy as at 31 December
2007 is 99%. The holder of the minority interest of 1% is a senior management of 
Yunnan Shenyu New Energy and a legal representative of Shuangbai Shenyu who is an
independent third party with the Company and its connected persons (as defi ned in the
Listing Rules).

FINANCIAL INFORMATION OF SHENYU NEW ENERGY GROU P

The foll owing tables set out a summary of the unaudited consolidated fi nancial
information of the Shenyu New Energy Group:

As at 31 December 2007
 (Unaudited)

RMBÕ million

Total Assets 1,805
Net Assets 1,285

 From 2 November 2006
 (the date of incorporation)
 to 31 December 2007
 (Unaudited)

RMBÕ million

Turnover Ð
Profit before tax 1,500
Profit after tax 1,285

Remark: The above unaudited financial figures are determined on the basis of the normal accounting
practice in Hong Kong.

As set out above, Shenyu New Energy Group had an unaudited consolidated net profi t
of approximately RMB1,285 million from 2 November 2006 (the date of incorporation)
to 31 December 2007, which is mainly attributable to the gains arising from changes
in fair value less estimated point-of-sale costs of biological assets. The Directors
understand that the result of Shenyu New Energy was unaudited and may be subject to
adjustment(s).
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SHAREH OLDIN G STRUCTURE OF THE COMPANY BEF ORE AND AFTER
THE COMPLETION

As at the date of this announcement, there were an aggregate outstanding principal
amount of HK$100,000,000 convertible notes convertible into 833,333,333 new Shares
and an aggregate of 114,100,000 outstanding employee share options entitling the
holders thereof to subscribe for up to 105,100,000 Shares and 9,000,000 Shares at an
exercise price of HK$0.98 per Share and HK$2.61 per Share respectively. Except for the
convertible notes and the employee share option, there are no other options, warrants, or
convertible notes entitli ng the holder to convert into Shares.

The following table sets out the shareholding structure of the Company (i) as at the
date of this announcement; and (ii ) immediately after the completion of the Acquisition
assuming the Convertible Notes were exercised in full  into Conversion Shares:

Immediately after
  the completion of the
  Acquisit ion and assuming
  the Convertible Notes
 As at the date  were exercised in full
 of this announcement into Conversion Shares
 Shares % Shares %

Mr. Ng (Note 1) 968,000,000 17.44 968,000,000 14.51

Other directors of the Company
(Note 2) 7,425,000 0.13 7,425,000 0.11

Vendor (Note 3) Ð Ð 1,120,000,000 16.79

Public 4,576,200,600 82.43 4,576,200,600 68.59

Total 5,551,625,600 100.00 6,671,625,600 100.00

Notes:

1. As at the date of this announcement, Mr. Ng is benefi ciall y interested in an aggregate of 
968,000,000 Shares comprising (i) corporate interest in 960,000,000 Shares held through Golden
Prince Group Limited, which is wholl y owned by Mr. Ng; and (ii ) personal interest in 8,000,000
Shares.

2. As at the date of this announcement, Ms. Lee Ming Hin, being an executive Director of the
Company is benefi ciall y interested in 4,000,000 Shares, Mr. John MacMill an Duncanson, being
a non-executive Director of the Company is beneficially interested in 125,000 Shares, and Mr.
Lo Cheung Kin, Mr. Zou Zi Ping and Mr. Zhu Jian Hong, being the independent non-executive
Director of the Company are beneficially interested in 300,000 Shares, 1,500,000 Shares and
1,500,000 Shares respectively.
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3. Conversion Shares to be issued and allotted pursuant to the terms and conditions of the Convertible
Notes as set out in the Acquisition Agreement.

The existing authorised share capital of the Company consists of 20,000,000,000 Shares
out of which 5,551,625,600 Shares have been issued and fully paid up or credited as
fully paid up.

GENERAL

The SGM will  be held to consider and, if  thought fi t, pass the resolutions to approve
the Acquisition and the transactions contemplated under the Previous Acquisition
Agreements and the Third Supplemental Acquisition Agreement. The Directors confirm
that no Shareholder has any material interests in the Acquisition and therefore, no
Shareholder is required to abstain from voting for the approval of the Acquisition at the
SGM.

A circular containing, amongst other things, further details of (i) the Acquisition and
other disclosures in connection with the Acquisition required pursuant to the Listing
Rules; (ii ) the valuation reports to be issued by independent qualifi ed appraisers on the
fair value of the major assets of Shenyu New Energy Group; and (iii) a notice convening
the SGM will  be despatched to the Shareholders as soon as practicable in accordance
with the Listing Rules.

IMPLICATION OF THE LI STING RULE S

Despite there is a revision to the terms and conditions of the Previous Acquisition
Agreements resulting from the entry of the Third Supplemental Acquisition Agreement
by the Company and the Vendor, based on the aggregate value of consideration to be
given and market capitalisation of the Company, the Acquisition constitutes a very
substantial acquisition for the Company under the Listing Rules.

SUSPENSION AND RESUMPTI ON OF TRADIN G IN THE SHARES

Trading in the Shares on the Stock Exchange was suspended with effect from 9:30 a.m.
on 16 June 2008 at the request of the Company pending the issue and publication of this
announcement. An appli cation has been made to the Stock Exchange for the resumption
of trading in the Shares with effect from 9:30 a.m. on 23 June 2008.

DEFINITION S

The foll owing words and phrases used in this announcement have the foll owing
meaning:

ÒAcquisitionÓ the acquisition of the entire issued share capital of 
Shenyu New Energy pursuant to the Acquisition
Agreement by the Company from the Vendor
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ÒAcquisition AgreementÓ the agreement dated 5 November 2007 entered into
by the Company and the Vendor in relation to the
Acquisition

ÒassociateÓ has the meaning ascribed to it in the Listing Rules

ÒAudited Net ProfitÓ the audited consolidated net profit after tax and
excluding revaluation gain of the biological assets
of the Shenyu New Energy Group, including but
not limited to the Jatropha Curcas L tree and other
trees, and accounting adjustment arising from such
revaluation gain to be prepared in accordance with the
Hong Kong GAAP

ÒBoardÓ the board of Directors

ÒBusiness DayÓ a day (other than Saturday and Sunday), on which
banks in Hong Kong are open for business

ÒCompanyÓ China Grand Forestry Green Resources Group Limited,
a company incorporated in Bermuda and the shares of 
which are listed on the Stock Exchange

ÒCompletionÓ Compl eti on of  the Acqui si t i on Agreement i n
accordance with the terms thereof

ÒConsiderationÓ consideration for the Acquisition, being a maximum
aggregate amount of HK$4,000 million

ÒConversion Share(s)Ó the maximum number of 1,120,000,000 Shares to be
issued upon conversion of the Convertible Notes, if 
fully  exercised

ÒConvertible Note(s)Ó the convertible notes in a maximum aggregate principal
amount of HK$2,800 million at a conversion price of 
HK$2.50 per Conversion Share

ÒDirector(s)Ó director(s) of the Company

ÒGroupÓ the Company and its subsidiaries

ÒHK$Ó Hong Kong dollars

ÒHong KongÓ the Hong Kong Special Administrative Region of the
PRC








