
Instructions to the Overall Transfer of a Famous Beijing Burglary-resistant Door Enterprise
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 Part I Project Overview
I.  Company Profile
Beijing ** Limited Company (hereinafter referred to as “the Company”, “Company”), established in 1996, with registered capital of 22 million RMB, *** as its legal representative and its registered office at ********** Daxing District, Beijing. 

The Company specializes in producing, installing and selling (i) Burglary-resistant Steel Door (ii) Armored Steel Door (iii) Grating Steel Door (iv) Ventilation Steel Door (v) Fire-proof Steel Door (vi) Commercial Steel Door (vii) Lightweight Radiator. Among these, Burglary-resistant Steel Door has won the market coverage of 31.5% in Beijing, ranking at the first place. 
The Company has realized the comprehensive production capacity of 200,000~300,000 units of burglary-resistant steel doors and 100,000 sets of radiators.

It has 685 staffs in total, among which there are 108 management level staffs, 103 engineering staffs, 105 salespeople, 19 research staffs and 125 after-sale service staffs. 

Note: The Company has occupied an area of 92.4 mu, which is the total area of four pieces of land that the Company has owned the right of land use, including the land of 29.5 mu in Yizhuang Town, Daxing County and the land of 62.9 mu in Beijing Economic and Technological Development Area. However, a leased land of 23.5 mu in the east of Xinhai Fishing Park is not included. 
II. Company’s Shareholders and Equity Structure
Table 1: Shareholders and Equity Structure
	Name of Shareholder
	Capital Contribution (RMB)
	Percentage

	*  *
	11 million 
	50%

	* * *
	11 million
	50%

	Total
	22 million
	100%


III. Major Products
The Company specializes in producing safety doors and lightweight radiators. Among which, there are 8 series and more than 160 types of doors; 5 series and more than 100 types and colors of radiators.

(i) Safety Door Series
· 3000 Series—adopts the European door of four flat seams, which is joggled at its flange, provided with the groove on its side for imbedding as well as the inserted decoration strip of variable colors, and free of any exposed welding spot.
· 5000 Series—adopts the Northeast Asian door of three flat seams and a cover edge, in the combination of snap-in and seaming and free of welding spots on the surface.  
· 7200 Series—adopts the thickened armored steel door of double-deck pick-proof edges, double dust-free layers, sound insulation encapsulation, and four flat seams.   
· Century Star Series—combines the elegance of wooden door and the safety of steel door to create a sense of naturalness together with its three-dimensional patterns. 
· Fire-proof Steel Door—is made of high-quality CRS rolled and cold-formed in the flexible manufacturing line, and has its door frame provided with embedded sealing trough as well as very effective flame-resisting and sound insulation sealing strips, its door filled with fire-resisting, heat preservation and sound insulation materials inside and covered with lightweight separators and artificial veneers outside, fixed with luxurious decoration studs, edged with chrome plating and stainless steel, equipped with stainless steel hinge and top-class fireproof lock as well as circular or rectangular glass, so it ensures the excellent performance of fire resistance, sound insulation and heat preservation. 
· Fireproof Rolling Steel Door (common, compound)—consists of the curtain plate, guiding rail, base plate, lintel and box body, etc. made of steel, as well as the rolling curtain containing a rolling machine and control box and meeting the requirement for fire resistance integrity. 

· Inorganic Fiber Compound Fireproof Rolling Door—consists of the curtain surface made of inorganic fiber (with stainless steel wire or cable inside), the panel, guiding rail, base plate, lintel and box body made of steel, as well as the rolling curtain containing a rolling machine and control box and meeting the requirement for fire resistance integrity.
· Extra Grade Fireproof Rolling Door (double rail and inorganic fabric base)—consists of the curtain surface made of steel or inorganic fabric, the curtain plate, guiding rail, base plate, lintel and box body, etc. made of steel as well as the rolling curtain containing a rolling machine and control box and meeting the requirement for fire resistance integrity, heat preservation and smoke prevention. 

(ii) Lightweight Radiator Series
· Steel Bathroom Type—is made of round and smooth steel tube and provided with the parts processed by advanced equipments to ensure high precision and good quality. It is formed in the technology of compression welding into a whole of small size and light weight. It has a pressure bearing capacity of up to 1.5 Mpa and the favorable effect of heat dissipation.
· Steel Column Type—adopts the round and smooth tubular head leader and the linear head leader processed in special technology. It is formed in the technology of compression welding into a whole of small size and light weight. Its unique structural design results in its outstanding effect of heat dissipation while its special technology of welding guarantees its good performance of sealing and the pressure bearing capacity of up to 1.5Mpa and makes it suitable for various buildings. 
· Copper and Aluminum Compound Column Wing Type—uses copper tube for its main pipe of heat dissipation, which is covered with the aluminum-alloy section in the shape of column wing. The high pressure compound technology is adopted to combine copper tube and aluminum sheet together tightly, which will be free of structural heat resistance. Therefore, it can achieve an excellent performance of heat dissipation, small size, light weight and the pressure bearing capacity of up to 1.5Mpa. 
IV. Market Analysis
According to the analysis on the previous national statistic data, the investment in the fixed assets in the whole society may realize the growth rate of around 20% in 2009. So far, China has an urbanization rate of around 45%, which will increase to around 55% by 2020. Therefore, China is still in the stage of large-scale construction. 
Currently, China has the house construction area of over 2 billion m2 and about 3 billion m2 houses built in the countryside and privately every year. It is estimated that the need for decoration and finishing materials all over the country will exceed 750 billion yuan in the period of the “Eleventh Five-year Plan”. The rapid growth of China’s economy and the acceleration of urbanization construction provide a tremendous development space for the door industry and the construction metal installation industry. 
According to the statistics undertaken by China Door Association and China Radiator Association, the demand for doors in China will increase at an annual rate of 11%, which is estimated to reach to the output value of up to 72 billion yuan in 2011. Among which, the demand for non-residence doors will increase at an annual rate of 11.2% since 2011 and occupy three fifths of the total demand, while the demand for residence doors will increase at an annual rate of 10.8% and reach to a value of up to 28.5 billion yuan by 2011. So far, the radiator industry in China has a total output value of 8.5 billion yuan, and will increase to 12.5 billion yuan by the end of the period of the “Eleventh Five-year Plan” as estimated, with its average annual growth rate of 9.5%. Therefore, radiator industry, as a sunrise industry, will enjoy a tremendous space of development.   
V. Directors and Senior Management Personnel
Now, the Group has 685 staffs in which there are 2 senior engineers, 6 engineers, 1 staff of senior professional title, 56 staffs of intermediate professional title, 125 staffs with the degree of junior college and above, and 395 staffs with the degree of secondary technical school and above. 

· * *: Male, 40 years old, Chairman and General Manager. He invested in establishing Beijing ****** Factory in 1992 and acted as Manager; invested in establishing Beijing ** Center in 1996 and acted as General Manager; reconstructed it into Beijing ** Limited Company in 2000 and acted as Chairman and General Manager; and is currently a member of the CPPCC District Committee, the Executive Committee of District Federation of Industry and Commerce, and the Municipal Federation of Industry and Commerce. 
· ***: Female, 39 years old, Director and Deputy General Manager. She was appointed as Finance Manager of Beijing ** Center in 1996; as Finance Manager of Beijing ** Limited Company in 2000; and as Deputy General Manager of Beijing** Limited Company in 2009. 
VI. Profit Model
(i) Make Safety Doors Primary and Radiators Supplementary
The Company has its revenue majorly from the safety doors, such as, burglary-resistant doors, fireproof doors and fireproof rolling doors, etc. As indicated in the profit records of the Company for the years from 2005 to 2008, above 85% of its profit was contributed by the sales of safety doors, in which 60% of its revenue was from the sales of burglary-resistant safety doors and 25% was from the sales of fireproof doors and fireproof rolling doors; while the sales of radiators contributed to 15% of its revenue. 
(ii) Distribution Channels of Franchised Store+ Direct Supply + Engineering Project
The Company’s major target customers include real estate developers, architectural decoration companies, enterprises and public institutions, large, medium and small colleges and universities and households. As for different targeted customers, the Company adopts different distribution channels and terms of payment to realize the optimal sale target, reduce occupied capital, bad and dead accounts, quicken cash flow and promote its ability of financing at the same time. 
The Company has a sales network covering 18 districts and counties of Beijing, including Dongcheng District, Xicheng District, Chongwen District, Xuanwu District, Haidian District, Chaoyang District, Tongzhou District, Fangshan District, Daxing District, Huairou County, Miyun County, etc. So far, it owns 212 franchised stores in Beijing, which are scatted in the major streets of Beijing, designed and managed in a unified manner. 
It employs almost a hundred professional salespeople directly in contact with consumers and 20 people in charge of developing major projects. 
According to the sales data of the Company for the past three years, the ratio of the sales through the three channels, including franchised store, direct supply and engineering project, in its revenue is 30:30:40.  
VII Summary of Financial Data
Table 4: The Company’s Major Accounting and Financial Indicators in the Past Three Years

Unit: Yuan

	Item
	2008
	2007
	2006

	Total Assets
	63,770,370  
	60,212,630
	  67,572,156

	Total Liabilities
	36,787,295  
	 34,563,187
	 42,372,887

	Owner’s Equity
	26,983,075 
	25,649,443
	  25,199,269

	Main Business Income
	91,187,019
	71,032,457 
	56,817,948

	Net Profit
	1,283,923
	450,309 
	587,553

	Asset-liability Ratio
	57.69%
	57.40%
	62.71%

	Revenue Growth Rate
	28.38%
	
25.02%
	-9.63%

	Net Profit Growth Rate
	185.12%
	-23.36%
	-16.64%


Data Source: The Company’s audit reports for the year of 2006, the year of 2007 and the year of 2008.  

IX. Key Points for Investment
(i) Brand
After its operation for more than a decade, the Company has won a great reputation for its brand “**” in the market and made it well-known in the Beijing-Tianjin Area and other areas and the first choice for real estate agents, builders and decoration companies. The trademark “**” was honored as “Chinese Well-known Trademark” by the Trademark Office under the State Administration for Industry and Commerce. Its “**” burglary-resistant door has taken the market share of 31.5% in Beijing, ranking the first place. 
· The Company attaches special importance to brand construction and promotion and has invested almost 100 million dollars in commercials. 
· More than 200 vehicles with the mark “**” for advertising have formed a unique landscape. 
· It pays much attention to brand protection and owns more than 80 defensive marks of “**”. 
(ii) Technology and Technique
Following the idea that innovation is the root of an enterprise’s development, the Company has nurtured and welcomed the knowledge talented persons in the high and medium levels on a large scale and owned a specialized research and development team, in which there are 7 people of senior and intermediate titles and 12 assistant engineers and technicians. The Company owns the complete facilities for scientific research and experiment and cooperates with some powerful colleges, universities and scientific research institutions in developing the products of advanced level in the industry. In the product research and development, the Company keeps putting independent research and development first and the importation and absorption of technologies second. It possesses 6 patents of utility model for burglary-resistant door and fireproof door, 1 design patent for radiator and 1 patent of transferred invention. 
Table 6: List of The Company’s Patents

	No.
	Patent No.
	Name of Patent

	1
	02237392.6
	A multi-purpose decorative door

	2
	02237390.X
	A multi-purpose door

	3
	02237391.8
	A fireproof door

	4
	200720155445.2
	A burglary-resistant door

	5
	200420121825.0
	 A burglary-resistant door

	6
	200520147016.1
	A metallic door with patterns on its surface

	7
	200430114684.5
	Radiator 


As confirmed in the appraisal, the value of patents owned by the Company is evaluated to be 6.06 million yuan. 

1. New Products Developed Recently with Core Technology and Technique
· Steel Carving
Steel carving adopts new technology and technique to add various wood grains onto the surface of steel plates in the special process of wood carving, and then fabricate the steel plates into various styles and models of doors similar to wooden door, which are also called Similar Wooden Door. Steel Carving Door has its door panels, back panels and door frame carved with the concave convex wood grains on their surface, so its appearance is similar to a wooden door with three-dimensional patterns of various types and felt like a real wooden door with the hands. It integrates the advantages of wooden door and steel door and perfectly combines the safety of steel door with the elegance of wooden door, filling the gap in the door industry in China. 
· Auto Vacuum Transfer Printing
Heat Transfer Printing, as an emerging printing technology, has been introduced in China from overseas for only over a decade. It follows the principle that a color pattern is first printed on a heat-resisting film (in the process of pattern releasing) and then transferred with special transfer printing equipment from the film to the product surface in the method of hot stamping. It is advantageous for reliable quality, stable technology, good material prescription and close cooperation between equipments. Moreover, it is characteristic of simple operation, simplified production procedure, high efficiency, pollution-free and small area. The printing is characteristic of good adhesion, great glossiness, clear picture and words, accurate color processing, bright colors, safety and non-toxicity. Furthermore, the product finished with stamp printing can be still put in the process of oil and sand blasting, secondary molding, bending, punching and cutting, etc. 
The high-performance technology of transfer printing can not only ensure the quality of transfer printing powerfully, but also reduce the cost of transfer printing greatly, increase the cost-efficiency of the products, which makes the Company incomparable in the industry in terms of the quality or cost of its products. 
2. Brief Introduction to the Products under Development and to Be Developed
· More than ten research and development projects, including Two-side-opened Fireproof Escape Door, 52-69mm Top-class Burglary-resistant Steel Door, and Burglary-resistant door color transfer printing system, have been set up and carried out as planned;
· Its patented steel carving is applied in more products to promote the class of existing series of products;
· New techniques and technologies are adopted to manufacture the top-class and high-quality doors of special materials; 
· The research is carried out to turn cold steel into a door of vivid digital picture; 
· Advanced techniques and equipments are imported to produce the solid and durable indoor wooden and steel doors characteristic of elegant and pleasing appearance, good quality, sound insulation and heat preservation;
· The use of rare metals will be reduced and the steel aluminum compound column wing type radiator will be developed to replace copper aluminum compound column wing type radiator.
(iii) Sales Network
The Company’s sales network has covered 18 districts and counties of Beijing. By June 2009, it owns 212 franchised stores in Beijing, which are scatted in the major streets of Beijing, designed and managed in a unified manner. It employs almost a hundred professional salespeople directly in contact with consumers and 20 people in charge of developing major projects and bidding large projects. 
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Table 7: Sales Network Map of Beijing ** Limited Company

As confirmed in the appraisal, the value of sales network owned by the Company is evaluated to be 15.12 million yuan.

(iv) Value of Core Physical Assets 
1. Buildings
The Company owns two buildings located at ********** Yizhuang Town, Daxing County (Building A) and at ********** Beijing Economic and Technological Development Area (Building B) respectively. Building A① is an industrial building with the area of 22,515.11②m2 as recorded in the property right certificate and its property right held by Beijing ** Limited Company; Building B has the floor area of 25,979.04 m2 and application has been submitted for its property right certificate. The two buildings has a total floor area of 48,494.15③ m2, and are majorly constructed in the composite and steel structure. 

As confirmed in the appraisal, their value is evaluated to be 82.12 million yuan, in which the net book value is 17.45 million yuan and the appreciation is 64.67 million yuan with an appreciation rate of 370.63%. 
Note ①: Building A has been submitted to a mortgage in the term from February 19th 2009 to February 10th 2010 and with the mortgagee: Beijing **** Bank. 

Note ②: The Building at ********** Yizhuang Town, Daxing County has an inventory shortage floor area of 1,577.06 m2.

Note ③: The Company also owns a building with an evaluation value of 10.49 million yuan at ********** Yizhuang Town, Daxing County, but has not obtained its property right certificate yet,

2. Land
The Company owns four pieces of land①, which are located at*****②Yizhuang Town, Daxing County and ********** Beijing Economic and Technological Development Area respectively, both transferrable, obtained in December 2000 and June 2007 respectively and subject to the term of land use of 50 years. 
Table 8: List of Land Conditions

	Land Location
	Land Area
	Land Use Certificate No.
	Usage
	Degree of Development

	********** Beijing Economic and Technological Development Area
	41,955.8 M2
	Document No. 25 (2007) National Land Use for Limited Company in Beijing Economic and Technological Development Area
	Industry
	Eight availables and two accessibles

	********** Yizhuang Town, Daxing County
	6,450.0 M2
	Document No. 327 (Issued in 2000) National Land Use in Daxing County of Beijing
	Industry
	Eight availables and two accessibles

	********** Yizhuang Town, Daxing County
	6,530.0 M2
	Document No. 328
	Industry
	Eight availables and two accessibles

	********** Yizhuang Town, Daxing County
	6,660.4 M2
	Document No. 329
	Industry
	Eight availables and two accessibles


The places where the pieces of land owned by the Company locate at have the following advantages:

1) Convenient traffic

2) Complete infrastructures

3) High office concentration
4 High environmental quality

5) Optimal industrial land

Note: *** Factory in Beijing Economic and Technological Development Area has an idle capacity of producing 200,000-300,000 units of doors per year and 100,000 sets of radiators per year, and is well equipped with water, electrical, office and residential facilities.  
As confirmed in the appraisal, the value of the Company’s four pieces of land is evaluated to be 88.78 million yuan, in which the net book value is 4.73 million yuan and the appreciation is 84.05 million yuan with an appreciation rate of 1778%.

Note ①: The Company also has a land lease of 23.5 mu located at ********** with the lease term of 30 years starting from July 1st 1998, and the value of its land leasehold is evaluated to be 5.5648 million yuan. 
Note ②: The three pieces of land at ********** Yizhuang Town, Daxing County have been submitted to a mortgage in the term from February 19th 2009 to February 10th 2010 and with the mortgagee: Beijing **** Bank.
(v) Competency in the Industry
So far, a higher threshold has been formed for entry into the industry and compulsory certification is required in terms of fire-proof and burglary-resistance, etc. The target company has possessed all the production certificates and security authentication certificates granted by Beijing Municipal Commission of Construction, China Certification Center for Fire Products Ministry of Public Security, China Certification Centre for Security and Protection and other authorities, which have become very rare and precious.      
X. Appraisal Value
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 Table 9: Summary Table of Appraisal Results

	Item
	Book Value
	Appraisal Value
	Increase or Decrease
	Appreciation Rate %

	
	A
	B
	C=B-A
	D=C/A×100%

	产Current Assets
	2,741
	2,686
	-55
	-2.01

	Non-current Assets
	3,287
	19,565
	16,278
	495.12

	Among which: Fixed Assets
	2,812
	10,127
	7,315
	260.19

	   In which: Buildings
	1,745
	8,213
	6,468
	370.63

	         Equipment
	1,066
	1,914
	848
	79.47

	Among which: Intangible Assets
	476
	9,437
	8,961
	1,882.82

	In which: Land Use Right
	473
	8,878
	8,405
	1,778.35

	        Land Lease
	-
	556
	556
	

	        Other Assets
	-
	3
	3
	-

	Total Assets
	6,028
	22,250
	16,222
	269.09

	Current Liabilities 
	3,394
	3,394
	-
	-

	Total Liabilities
	3,394
	3,394
	-
	-

	Net Capital
	2,634
	18,856
	16,222
	615.86

	Concealed Intangible Assets
	
	6,339
	
	

	Among which: Patented Technology
	
	606
	
	

	     Right of Trademark
	
	4,221
	
	

	       Sales Network
	
	1,512
	
	

	Total
	
	25,195
	
	


基准日：2009年6月30日                                                           
Base Day: June 30th 2009
Note: Data source is the Assets Appraisal Report of Shareholder’s Stock Transfer Project of Beijing ** Limited Company (*Document No. A0-00* [2009] of Appraisal Report)
Part II Crucial Financial Data Forecast from 2009 to 2013
The crucial financial data forecast of Beijing ** Limited Company for the five years to come is scientifically and reasonably based on its financial data for the past three years, its mid-term business development strategy and the growth trend of the industry. The Company’s scale effect of burglary-resistant doors will help further reduce its cost and enjoy a steady increase in the profit rate of its main business. Moreover, the Company will continuously promote its management level, improve its ability to bargain with the suppliers of raw materials and its distributors, and makes use of its optimized distribution channels to increase the percentage of its major business in its revenue. It will utilizes its existing sales network to rapidly promote the sales amount of radiator, as another main product that it dedicates to developing, in the market of Beijing and gradually increase its percentage in the revenue of main business. 
(i) The Company’s major financial data and indicators for the past three years can be found in Table 10 and Table 11. 

Table 10 The Company’s Major Financial Data for the Past Three Years
Unit: Yuan
	Item
	Year of 2008
	Year of 2007
	Year of 2006

	Current Assets
	29,699,085  
	  25,040,537
	33,111,919

	Fixed Assets
	28,955,805  
	 29,549,264
	 28,848,496

	Total Assets
	63,770,370
	60,212,630
	  67,572,156

	Current Liabilities
	36,787,295 
	 34,563,187
	 42,372,887

	Total Liabilities
	36,787,295 
	 34,563,187
	 42,372,887

	Total Owner’s Equity
	26,983,075
	25,649,443
	  25,199,269

	Main Business Income
	91,187,018
	71,032,457 
	56,817,948

	Main Business Profit
	8,679,765
	5,821,876 
	4,711,380

	Net Profit
	1,283,923
	450,309 
	587,553



  Data Source: The Company’s audit reports for the year of 2006, the year of 2007 and the year of 2008.

Table 11: The Company’s Financial Indicators for the Past Three Years

	Item
	2008
	2007
	2006

	Profitability
	Main Business Profit Rate
	9.52%
	8.20%
	8.29%

	
	Net Profit Rate
	1.41%
	0.63%
	1.03%

	Solvency
	Current Ratio
	0.81 
	0.72 
	0.78 

	
	Quick Ratio
	0.33
	0.08 
	0.24

	
	Asset-Liability Ratio
	57.69%
	57.40%
	62.71%

	Scale Growth
	Sales Income Growth Rate
	28.38%
	25.02%
	-9.63%

	
	Net Profit Growth Rate
	185.12%
	-23.36%
	-16.64%

	
	Total Assets Growth Rate
	5.91%
	-10.89%
	2.93%

	
	Total Liabilities Growth Rate
	6.43%
	-18.43%
	3.38%

	Operating Capacity
	Accounts Receivable Turnover
	53 
	 118 
	 108 

	
	Inventory Turnove
	4
	3
	2


(2) The forecast of the Company’s revenue for the five years to come can be found in Table 12.  

Table 12: Forecast of the Revenue for the Five Years to Come
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Financial Forecast for the Years from 2009 to 2013
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