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CHARACTERISTICS OF GEM

– i –

GEM has been established as a market designed to accommodate companies to which a
high investment risk may be attached. In particular, companies may list on GEM with
neither a track record of profitability nor any obligation to forecast future profitability.
Furthermore, there may be risks arising out of the emerging nature of companies listed on
GEM and the business sectors or countries in which the companies operate. 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 sophisticate 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 of the Stock Exchange and no assurance is given that there will be a
liquid market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the internet
website operated by the Stock Exchange. Listed companies are not generally required to
issue paid announcements in gazetted newspapers. Accordingly, prospective investors
should note that they need to have access to the GEM website in order to obtain up-to-
date information on GEM-listed issuers.
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In this circular, unless the context otherwise requires, the following expressions shall have
the following meaning:

“Acquisition” the acquisition by Chinasoft (HK) of the Equity Interest held
by the Vendor pursuant to the Agreement

“Agreement” the agreement dated 28 April 2005 entered into between
Chinasoft (HK) and the Vendor in relation to the Acquisition

“associate” has the meaning ascribed to it in the GEM Listing Rules

“Board” the board of Directors

“Cash Option” an option granted by Chinasoft (HK) to the Vendor to require
the Company to satisfy part of the consideration under the
Agreement by cash payment in the amount of HK$ 17,901,193
instead of an issue of 23,248,302 Consideration Shares

“Chinasoft Resources” � � � / � • � ´ � � �U � ¦ � ¹ �Å � ¦ � � 
 � �Þ � " �® � ! (Chinasoft Resources
Information Technology Services Limited) a wholly-foreign
owned enterprise established in the PRC in April 2004

“Chinasoft (HK)” Chinasoft International (Hong Kong) Limited, a company
incorporated in Hong Kong with limited liability and a wholly
owned subsidiary of the Company

“CNSS” �•
7�´�•�~�¦�”��
��p�…�Þ�"�®�!  (China National Software
and Service Company Limited) (formally known as � • � ´ � c 
 �
� ¦ � ” � p � … � Þ � " � ® � ! Chinasoft Network Technology Company
Limited), the A-shares of which are listed on the Shanghai
Stock Exchange and the holding company of the Vendor

“CS&S(HK)” or “Vendor” China National Computer Software & Technology Service
Corporation (Hong Kong) Limited� €� • 
 7 � � � Q � Ú � ´ � • � ~ � ¦ � ”
� � 
 �� €� 0 � ¥� •� Þ � " � ® � !� • , a company incorporated in Hong
Kong with limited liability in which the total voting rights are
held as to approximately 99.3% by CNSS (though its subsidiary
CS&S) and as to approximately 0.7% by an independent third
party which is not a connected person (as def ined under the
GEM Listing Rules) of the Company

“Company” Chinasoft International Limited, a company incorporated in
Cayman Islands with limited liability, the Shares of which are
listed on GEM
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“Completion” completion of the Acquisition pursuant to the Agreement

“Consideration Shares” a maximum number of 58,120,755 new Shares to be allotted
and issued by the Company to the Vendor pursuant to the
Agreement

“Dalian Chinasoft” � } � ¹ � • � ´ � ´ � • �Þ � " �® � ! (Dalian Chinasoft Software Limited),
a limited liability company established under the laws of the
PRC owned as to 62% by CNSS and as to the remaining 38%
by six independent third parties which are not connected
persons (as def ined under the GEM Listing Rules) of the
Company

“Director(s)” the director(s) of the Company

“EGM” an extraordinary general meeting of the Company to be held to
consider and, if thought f it, approve the Acquisition, scheduled
to be held on 22 June 2005

“Equity Interest” 51% of the registered capital of Chinasoft Resources owned by
the Vendor

“GEM” the Growth Enterprise Market of the Stock Exchange

“GEM Listing Rules” the Rules Governing the Listing of Securities on GEM

“Group” the Company and its subsidiaries

“HK GAAP” generally accepted accounting principles in Hong Kong

“Hong Kong” the Hong Kong Special Administrative Region of the PRC

“Independent Board an independent committee of the Board comprising all three
Committee” independent non-executive Directors, namely Mr. He Ning, Mr.

Zeng Zhijie and Mr. Au Yeung Shiu Kau, Peter

“Independent Financial SBI E2–Capital (HK) Limited, a licensed corporation to carry
Advisor” or out types 1, 4, 6 and 9 regulated activities under the SFO, has
“SBI E2–Capital” been appointed as the independent f inancial adviser to the

Independent Board Committee and the Shareholders in relation
to the Acquisition

“Latest Practicable Date” 3 June 2005, being the latest practicable date prior to the
printing of this circular for ascertaining certain information
contained in this circular

“PRC” the People’s Republic of China

“SFO” the Securities and Futures Ordinance (Cap. 571 of the Laws of
Hong Kong)
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“Shanghai Resources” �j	��•�´���U�¦�”��
��Þ�"�®�! (Shanghai Chinasoft Resources
Information Technology Services Limited) a limited liability
company established in the PRC owned at to 60% by Chinasoft
Resources, as to 5% each by Ms. Tang Min and Mr. Cui Hui,
both of whom are Directors, and as to 30% by two independent
third parties which are not connected persons (as defined under
the GEM Listing Rules) of the Company

“Share(s)” ordinary share(s) of HK$0.05 each in the issued share capital
of the Company

“Shareholder(s)” the holder(s) of Share(s)

“Shenzhen Resources” � 	 � ­ � 9 � • � ´ � � � U � ¦ � ” � � 
 � � Þ � " � ® � ! (Shenzhen Chinasoft
Resources Information Technology Services Limited) a limited
liability company established in the PRC owned as to 60% by
Chinasoft Resources and as to 40% by two independent third
parties which are not connected persons (as def ined under the
GEM Listing Rules) of the Company

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“HK$” Hong Kong dollars, the lawful currency of Hong Kong

“RMB” Renminbi, the lawful currency of the PRC

“%” per cent

Unless otherwise specified, the Renminbi amounts shown in this circular have been
translated into Hong Kong dollars at an exchange rate of HK$1.00=RMB1.06. Such translation
should not be construed as a representation that the RMB amounts have been, could have been
or could be converted into HK$, as the case may be, at this or any other rates or at all.
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6 June 2005

To the Shareholders,

Dear Sir or Madam,

DISCLOSEABLE AND CONNECTED TRANSACTION

ACQUISITION OF 51% OF THE REGISTERED CAPITAL OF
CHINASOFT RESOURCES

INTRODUCTION

The Directors announced on 9 May 2005 that Chinasoft (HK), a wholly-owned subsidiary
of the Company, entered into the Agreement with the Vendor to conditionally acquire the
Equity Interest from the Vendor. The consideration will be satisfied by the allotment and issue
of a maximum number of 58,120,755 Consideration Shares by the Company, credited as fully
paid, to the Vendor with a Cash Option exercisable by the Vendor.

Prior to the Completion, Chinasoft Resources is wholly-owned by the Vendor. Upon
Completion, Chinasoft Resources will be owned as to 51% and 49% by Chinasoft (HK) and the
Vendor respectively.
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The Acquisition constitutes a discloseable transaction of the Company under the GEM
Listing Rules. As the Vendor is a connected person (as defined under the GEM Listing Rules)
of the Company, the Acquisition also constitutes a connected transaction of the Company under
the GEM Listing Rules and is subject to the independent Shareholders’ approval requirement.
CS&S(HK), being a Shareholder with a material interest in the Acquisition and holding
approximately 16.14% of the issued share capital of the Company as at the Latest Practicable
Date, will be required to abstain from voting at the EGM, at which voting will be taken by poll.
To the best of the Directors’ knowledge, none of the associates of CS&S(HK) holds any Shares.

The Independent Board Committee comprising all three independent non-executive
Directors of the Board has been established by the Board to advise the independent
Shareholders on the reasonableness and fairness of the Acquisition. SBI E2-Capital has been
appointed to provide its opinion to the Independent Board Committee and the independent
Shareholders in connection with the Acquisition.

The purpose of this circular is (i) to provide you with further information in respect of the
Agreement and the Acquisition and (ii) to set out the opinions of the Independent Board
Committee and of the Independent Financial Adviser in connection with the Acquisition under
the Agreement.

THE AGREEMENT

Date

28 April 2005

Parties

Vendor: CS&S(HK)
Purchaser: Chinasoft (HK)

Interest to be acquired

Pursuant to the Agreement, Chinasoft (HK) has conditionally agreed to acquire the Equity
Interest from the Vendor.

Consideration

The consideration will be satisf ied by the allotment and issue of a maximum number of
58,120,755 Consideration Shares by the Company credited as fully paid, to the Vendor at an
issue price of HK$0.77 per Consideration Share with a Cash Option exercisable by the Vendor.
The dollar value equivalent of the maximum number of 58,120,755 Consideration Shares at the
issued price of HK$0.77 amounts to approximately HK$44.75 million. Subject to fulf illment
(or waiver if applicable) of the conditions, the maximum number of 58,120,755 Consideration
Shares will be issued as follows:

1. 34,872,453 Consideration Shares will be issued to the Vendor upon Completion; and
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2. if the audited consolidated net prof it of Chinasoft Resources after taxation and
minority interests and before extraordinary items for the year ending 31 December
2005 according to the audited consolidated f inancial statements of Chinasoft
Resources prepared in accordance with HKGAAP (“2005 Accounts”) is not less than
RMB12 million (“Performance Hurdle”), 23,248,302 Consideration Shares will be
issued to the Vendor within 14 days from the date of issue of the 2005 Accounts,
which is expected to be on or before 31 March 2006.

Under the Agreement, if the Performance Hurdle is not achieved, the Vendor will not be
entitled to the second portion of the 23,248,302 Consideration Shares.

The maximum number of 58,120,755 Consideration Shares, when fully issued, represents
approximately 8.33% of the issued share capital of the Company as at the Latest Practicable
Date and approximately 7.69% of the issued share capital of the Company as enlarged by the
issue of the maximum number of the Consideration Shares.

Cash Option

Chinasoft (HK) has granted an option to the Vendor to require Chinasoft (HK) to procure
the Company to pay an amount of HK$17,901,193 to the Vendor instead of the issue and
allotment of the second portion of the Consideration Shares. Such amount of cash payment is
equivalent to the value of 23,248,302 Consideration Shares at the price of HK$0.77 per
Consideration Share and will be made out of the internal resources of the Group.

Subject to Completion and satisfaction of the condition for the issue of the second portion
of the Consideration Shares to the Vendor as referred to above, the Vendor may exercise the
above option before the date of issue of the second portion of 23,248,302 Consideration Shares
by the Company.

Status of Consideration Shares

The Consideration Shares when issued and credited as fully paid will rank pari passu
amongst themselves and in all respects with the existing Shares in issue as at the date of
allotment of the Consideration Shares. An ordinary resolution will be proposed at the EGM to
seek a specif ic mandate to approve the issue and allotment of the Consideration Shares
pursuant to the Agreement.

An application will be made by the Company to the Stock Exchange for the listing of, and
permission to deal in, the Consideration Shares.

Non-Disposal Undertaking

The Vendor has undertaken to and covenanted with Chinasoft (HK) that it shall not, for a
period of 12 months commencing from the date of issue and allotment of the relevant portion
of the Consideration Shares, sell, transfer, grant any option on or otherwise dispose of (or enter
into any agreement to sell, transfer, grant any option on or otherwise dispose of), nor permit
the registered holder to sell, transfer, grant any option on or otherwise dispose of (or to enter
into any agreement to sell, transfer, grant any option on or otherwise dispose of) any of its
direct or indirect interest (as the case may be) in such portion of Consideration Shares.
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Conditions of the Agreement

Completion of the Agreement is conditional upon the fulf illment (or waiver by Chinasoft
(HK) in respect of the conditions under (c), (d) and (g) below) of the following conditions:

(a) approval by the Shareholders of the Agreement and the transactions contemplated
thereunder and of the issue of a maximum number of 58,120,755 Consideration
Shares pursuant to the Agreement (as a specif ic mandate) at an extraordinary general
meeting of the Company to be held;

(b) the GEM Listing Committee of the Stock Exchange granting the listing of and
permission to deal in the Consideration Shares;

(c) completion to the satisfaction of Chinasoft (HK) of the legal and f inancial due
diligence conducted by Chinasoft (HK) on Chinasoft Resources and its subsidiaries;

(d) the obtaining by Chinasoft (HK) of a PRC legal opinion in such form and content
satisfactory to itself on the legal status of Chinasoft Resources and its subsidiaries;

(e) approval of the transfer of the Equity Interest from the Vendor to Chinasoft (HK) by
the board of directors of Chinasoft Resources;

(f) the obtaining of all government approvals, consents and licences necessary for the
transfer of the Equity Interest pursuant to the Agreement; and

(g) that there has been no breach of any of the representations, warranties and
undertakings given by CS&S(HK) under the Agreement from the date of the
Agreement up to the date of Completion.

The conditions under (c), (d) and (g) may be waived at the sole discretion of Chinasoft
(HK). In the event of non-fulf illment of any of these three conditions, the members of the
Board who have no material interest in the Acquisition will consider the circumstances
regarding the non-fulf illment and, judging from whether the non-fulf illment is material as well
as other relevant factors, determine whether a waiver of the condition concerned would be in
the interest of the Company and the Shareholders.

If the conditions have not been fulf illed (or waived if applicable) on or before 30
September 2005 or such later date as the Vendor and Chinasoft (HK) may agree, the Agreement
shall lapse and be terminated and thereafter all rights, obligations and liabilities of all parties
therein shall cease and terminate except for antecedent breach. As at the Latest Practicable
Date, the conditions had not yet been fulf illed (or if applicable) waived.

The due diligence on Chinasoft Resources and its subsidiaries is conducted by Chinasoft
(HK) by reviewing the f inancial, accounting, legal and corporate documents of Chinasoft
Resources and its subsidiaries.
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Completion

Subject to the conditions of the Acquisition having been fulf illed (or waived if
applicable), Completion will take place within 14 days from the date on which all the
conditions of the Acquisition have been fulf illed.

Upon Completion, Chinasoft Resources will be owned as to 51% and 49% by the Group
and the Vendor respectively. After Completion, it is expected that more than half of the
members of the board of directors of Chinasoft Resources will be nominated by Chinasoft
(HK). The Directors believe that the issue of the Consideration Shares pursuant to the
Agreement has no bearing on any change to the board of directors of Chinasoft (HK).

Shareholding structure before and after the Acquisition

The approximate shareholding structure of the Company before and after the Acquisition
(assuming the Vendor is entitled to be allotted the maximum number of 58,120,755
Consideration Shares) is summarized as follows:

Before the After the After the
Acquisition Acquisition Acquisition

(As at the Latest (assuming the Cash (assuming the Cash
Practicable Date) Option is not exercised) Option is exercised)

Shares % Shares % Shares %

Far East Technology
International Limited 176,889,822 25.36 176,889,822 23.41 176,889,822 24.15

The Vendor (note) 112,590,000 16.14 170,710,755 22.59 147,462,453 20.13

Authorative Industries Limited 57,485,834 8.24 57,485,834 7.61 57,485,834 7.85

ITG Venture Capital Limited 46,942,288 6.73 46,942,288 6.21 46,942,288 6.41

Prosperity International
Investment Corporation 39,790,136 5.70 39,790,136 5.27 39,790,136 5.43

Directors

– Chen Yuhong (note) 22,967,472 3.29 22,967,472 3.04 22,967,472 3.14

– Cui Hui (note) 22,967,472 3.29 22,967,472 3.04 22,967,472 3.14

– Peng Jiang 7,017,838 1.01 7,017,838 0.93 7,017,838 0.96

Public 210,849,138 30.24 210,849,138 27.90 210,849,138 28.79

Total 697,500,000 100.00 755,620,755 100.00 732,372,453 100.00
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Note:

Pursuant to Class (2) of the def inition of “acting in concert” under the Code on Takeovers and Mergers, Dr.
Chen Yuhong and Mr. Cui Hui are presumed to be acting in concert with the Vendor by virtue of both Dr.
Chen Yuhong and Mr. Cui Hui being directors of CNSS, the Vendor’s parent company.

Save as disclosed and to the best of the Directors’ knowledge, as at the Latest Practicable Date, the Directors
were not aware of any other Shareholders who may be presumed to be acting in concert with the Vendor
pursuant to the definition of “acting in concert” under the Code on Takeovers and Mergers.

Information on the Vendor and the connection between the parties to the Agreement

CS&S(HK) is an investment holding company which does not carry on any business
activities. It is indirectly owned as to approximately 99.3% of its total voting rights by CNSS
and as to approximately 0.70% of its total voting rights by an independent third party not being
a connected person (as defined under the GEM Listing Rules) of the Company.

Information on Chinasoft Resources and its subsidiaries

Chinasoft Resources, principally engaged in IT outsourcing, is a wholly-owned subsidiary
of the Vendor established in the PRC in April 2004. With its major operations located in
Beijing, Chinasoft Resources also carries out its IT outsourcing business through its two
subsidiaries, Shenzhen Resources and Shanghai Resources.

CNSS, the A-shares of which are listed on the Shanghai Stock Exchange, is principally
engaged in software and IT product development and systems integration in the sectors of
railway, communication, aviation, taxation and military. In addition, CNSS is also engaged in
IT outsourcing through its indirect subsidiaries, Chinasoft Resources, Shenzhen Resources,
Shanghai Resources and Dalian Chinasoft. The client profiles of each of Chinasoft Resources
and its two subsidiaries on the one hand and of Dalian Chinasoft on the other do not overlap.

Shenzhen Resources is a limited liability company established under the laws of the PRC
owned as to 60% by Chinasoft Resources and 40% by two independent third parties which are
not connected persons (as defined under the GEM Listing Rules) of the Company.

Shanghai Resources is a limited liability company established under the laws of the PRC
owned as to 60% by Chinasoft Resources, as to 5% each by Ms. Tang Min and Mr. Cui Hui,
both of whom are Directors, and the remaining 30% by two independent third parties which are
not connected persons (as defined under the GEM Listing Rules) of the Company.

Dalian Chinasoft is a limited liability company established under the laws of the PRC
owned as to 62% by CNSS and the remaining 38% by six independent third parties which are
not connected persons (as defined under the GEM Listing Rules) of the Company.

The IT outsourcing business generally refers to the provision of IT services to high
technology and other enterprises which prefer to use their resources in their core competencies
and consider outsourcing IT services. Such IT services include customised system and software
development, integration, implementation and maintenance according to the customer
requirement.
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One of the key competitive factors among IT outsourcing service provider is in terms of
geographical location. Prospective clients tend to set up their own IT centres in different parts
of the PRC in accordance with their own needs. IT outsourcing service providers are therefore
required to be located in the same geographic location so that they can promptly respond to the
need of their clients and deliver their services on a timely fashion.

The Directors consider that there is no direct competition between Dalian Chinasoft and
Chinasoft Resources due to the fact that the IT outsourcing businesses carried out by each of
Shenzhen Resources, Shanghai Resources and Dalian Chinasoft primarily focus on clients at
the geographical locations in which they operate. Dalian Chinasoft primarily targets at its
customers located in Dalian while Shanghai Resources and Shenzhen Resources primarily
target at their customers located in Shanghai and Shenzhen respectively. There is thus no non-
competition undertaking between Dalian Chinasoft and Chinasoft Resources. The Directors
consider that potential competition with CNSS may or may not occur after Completion.

On 25 April 2005, Chinasoft Resources entered into two sale and purchase agreements
with the two minority shareholders of Shenzhen Resources, who are independent third parties
and are not connected persons (as defined under the GEM Listing Rules) of the Company, to
acquire respectively a further 29.8% and 10% equity interest of Shenzhen Resources from its
internal resources. The approval and registration of such transfer by relevant PRC authorities is
still in progress. Upon the completion of such transfers of equity interest, Chinasoft Resources
will hold 99.8% of the total equity interest in Shenzhen Resources. The completion of the
transfer of equity interest in Shenzhen Resources is expected to take place around mid-June
2005.

Based on the PRC audited consolidated accounts of Chinasoft Resources for the period
from 22 April 2004 (date of incorporation) to 31 December 2004 (as adjusted to HK GAAP),
the audited consolidated net tangible asset value of Chinasoft Resources was approximately
RMB15.39 million (which is equivalent to approximately HK$14.52 million). For the period
from 22 April 2004 (date of incorporation) to 31 December 2004, the PRC audited
consolidated net prof it before tax and net prof it after tax and minority interests but before
extraordinary items of Chinasoft Resources (as adjusted to HK GAAP) were approximately
RMB9.07 million (which is equivalent to approximately HK$8.56 million) and RMB9.06
million (which is equivalent to approximately HK$8.55 million) respectively. The Company
was established by CS&S(HK) on 22 April 2004 with total paid-up capital of RMB 6,621,231
(which is equivalent to approximately HK$ 6,246,444).

The IT outsourcing businesses carried on by Chinasoft Resources, Shenzhen Resources
and Shanghai Resources are mainly targeted at Mainland China and US customers located in
Beijing, Shenzhen and Shanghai respectively. The Group currently maintains a Research and
Development (“R&D”) team. Such R&D team is for the use in its solution and software
product activities. The Directors consider that the critical factor of IT outsourcing business is
not its R&D capabilities. Nevertheless, in the event that the IT outsourcing contract requires
R&D facilities, depending on the specif ic requirements of the customer, Chinasoft Resources
and its subsidiaries may utilize the R&D facilities of the customer, the Group, CNSS or other
independent third parties as appropriate.
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Basis of Directors’ valuation of Chinasoft Resources

The issue price of HK$0.77 per Consideration Share represents:

(a) the average closing price of HK$0.77 per Share as quoted on the Stock Exchange for
the last f ive trading days up to 28 April 2005 (being the last trading day prior to the
suspension of the trading of the Shares on the Stock Exchange pending the
announcement by the Company on the Acquisition);

(b) the closing price of HK$0.77 per Share as quoted on the Stock Exchange on 28 April
2005 (being the last trading day prior to the suspension of the trading of the Shares
on the Stock Exchange pending the announcement by the Company on the
Acquisition); and

(c) a discount of approximately 12.50% to the closing price of HK$0.88 per Share as
quoted on the Stock Exchange on the Latest Practicable Date.

With reference to the issue price of HK$0.77 per Consideration Share and an exchange
rate of HK$1.00 to RMB1.06, the issue of the 34,872,453 Consideration Shares upon
Completion and a further 23,248,302 Consideration Shares upon meeting the Performance
Hurdle for the 51% interest in Chinasoft Resources under the Agreement represent:

(i) a market value of approximately HK$26.85 million (equivalent to approximately
RMB28.46 million) and approximately HK$17.90 million (equivalent to approximately
RMB18.98 million) respectively;

(ii) historical price/earnings ratio of approximately 6.16 times, being 100% of the
valuation of Chinasoft Resources of approximately HK$52.65 million (equivalent to
approximately RMB55.80 million) divided by the audited consolidated net prof it
after taxation and minority interests but before extraordinary items (as adjusted to
HK GAAP) of Chinasoft Resources for the period from 22 April 2004 (date of
incorporation) to 31 December 2004 of HK$8.55 million (equivalent to approximately
RMB9.06 million). The historical price/earnings ratio is calculated as 34,872,453
Consideration Shares at the issue price of HK$0.77 for 51% of equity interest
divided by the audited consolidated net prof it after taxation and minority interests
but before extraordinary items (as adjusted to HK GAAP) of Chinasoft Resources for
the period from 22 April 2004 (date of incorporation) to 31 December 2004 of
HK$8.55 million (equivalent to approximately RMB9.06 million); and

(iii) forward price/earnings ratio of approximately 7.75 times, being 100% of the
valuation of Chinasoft Resources of approximately HK$87.75 million (equivalent to
approximately RMB93.02 million divided by Performance Hurdle of HK$11.32
million (equivalent RMB12 million). The forward price/earnings ratio is calculated
as the maximum number of 58,120,755 Consideration Shares at the issue price of
HK$0.77 for 51% of equity interest divided by Performance Hurdle of HK$11.32
million (equivalent RMB12 million).
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The business valuation disclosed refers to the Directors’ own valuation on Chinasoft
Resources after taking into account:

(1) the price/earnings ratios of Chinasoft Resources;

(2) that the Acquisition will enable the Group to increase its market share in IT
outsourcing business; and

(3) that the Acquisition will enhance the client profile of the Group.

The Directors consider that the net asset value is not the most appropriate benchmark for
valuation of IT outsourcing business as IT outsourcing business is not an asset-intensive
industry. The Directors also consider that the terms of the Acquisition are fair and reasonable
and are on normal commercial terms and in the best interest of the Company and the
Shareholders as a whole.

Reasons for the Acquisition

The Directors consider that the Acquisition would widen the Group’s market share and
increase the Group’s competitiveness by covering clients with different geographical locations
in the IT outsourcing business in the PRC and, hence, maximise the earning base of the Group
in the long run. In addition, expanding the IT outsourcing business through the Acquisition
with the Vendor, which is a connected person of the Company (and will become a substantial
shareholder of the Company upon Completion) can minimise future potential competition in
the IT outsourcing between the Group and CNSS.

Furthermore, the Board also considers that with a moderate dilution effect as shown under
the section headed ‘Shareholding structure before and after the Acquisition’ above, the funding
of the Acquisition by way of allotment and issue of the Consideration Shares and granting of
the Cash Option represents an appropriate means for the Company without having to deplete
the working capital of the Group and is, therefore, in the best interest of the Company and its
Shareholders as a whole.

Implications on the Financial Accounts of the Company

Prior to the Acquisition, the Company does not hold any interest in Chinasoft Resources
or its subsidiaries, namely Shanghai Resources and Shenzhen Resources. Upon Completion,
the Company will own 51% of the equity interest in Chinasoft Resources through Chinasoft
(HK). Hence, the net f inancial results of Chinasoft Resources (including earnings, assets and
liabilities) will be consolidated into and reflected in the f inancial results of the Company.
Following the Acquisition, 51% of the consolidated f inancial results of Chinasoft Resources
will be consolidated into the f inancial results of the Company. Therefore, there will be no
immediate impact on assets, liabilities and earnings of the Group upon Completion of the
Acquisition.

The Directors also consider that the Acquisition would have a positive impact on the
earning base and net assets of the Group in the long run and will be beneficial to the Group as
well as the Shareholders as a whole.
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Connected Transactions

As at the Latest Practicable Date, CS&S (HK) held 112,590,000 Shares representing
approximately 16.14% of the total issued share capital of the Company. CS&S (HK) is a
substantial shareholder and a connected person (as defined under the GEM Listing Rules) of
the Company. The Agreement constitutes a discloseable and connected transaction of the
Company under the GEM Listing Rules and is thus subject to the reporting, announcement and
independent shareholder’s approval requirements under Chapter 20 of the GEM Listing Rules.
CS&S (HK) will abstain from voting at the EGM. As at the Latest Practicable Date, as far as
the Company was aware, having made all reasonable enquiries :

(a) CS&S (HK) controlled or were entitled to exercise control over the voting rights in
respect of the Shares held by itself;

(b) (i) there were no voting trusts or other arrangements or undertakings (other than an
outright sale) entered into by or binding upon CS&S (HK); and

(ii) there were no obligations or entitlements of CS&S (HK);

whereby CS&S (HK) had or might have temporarily or permanently passed
control over the exercise of the voting right in respect of its Shares to third
parties, either generally or on a case-by-case basis; and

(c) there were no discrepancies between the beneficial shareholding interests of CS&S
(HK) in the Company and the number of Shares in respect of which it would control
or would be entitled to exercise control over the voting rights at the EGM.

The Independent Board Committee comprising Mr. He Ning, Mr. Zeng Zhijie and Mr. Au
Yeung Shiu Kau, Peter has been formed to advise the Independent Shareholders on the fairness
and reasonableness of the Acquisition. SBI E2-Capital has been appointed as the independent
financial adviser to advise the Independent Board Committee and the independent Shareholders
in respect of the same.

EGM

Set put on pages 38 to 39 in this circular is a notice convening the EGM to be held at
3:00 p.m. on 22 June 2005 at 27th Floor, Two Exchange Square, 8 Connaught Place, Central,
Hong Kong at which a resolution will be proposed to approve the Acquisition. CS&S(HK),
being a Shareholder with a material interest in the Acquisition and holding approximately
16.14% of the issued share capital of the Company, will be required to abstain from voting at
the EGM, on which voting will be taken by poll.

You will f ind enclosed a form of proxy for use at the EGM. Whether or not you are able to
attend the EGM in person, you are requested to complete and return the accompanying from of
proxy in accordance with the instructions printed thereon to the Company’s principal place of
business in Hong Kong at Unit 4607-08, 46th Floor, COSCO Tower, No. 183 Queen’s Road
Central, Hong Kong, as soon as possible but in any event not less than 48 hours before the time
appointed for the holding of the EGM. Completion and return of the accompanying form of
proxy will not preclude you from attending and voting in person at the EGM should you so
desire.
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PROCEDURE FOR DEMANDING A POLL

Pursuant to Article 66 of the Articles of Association of the Company, at any general
meeting a resolution put to the vote of the meeting shall be decided on a show of hands unless
voting by way of poll is required by the GEM Listing Rules or unless a poll is (before or on the
declaration of the result of the show of hands or on the withdrawal of any other demand for a
poll) demanded;–

(a) by the chairman of such meeting; or

(b) by at least three Shareholders present in person or in the case of a Shareholder being
a corporation by its duly authorised representative or by proxy for the time being
entitled to vote at the meeting; or

(c) by any Shareholder or Shareholders present in person or in the case of a Shareholder
being a corporation by its duly authorised representative or by proxy and
representing not less than one-tenth of the total voting rights of all Shareholders
having the right to vote at the meeting; or

(d) by any Shareholder or Shareholders present in person or in the case of a Shareholder
being a corporation by its duly authorised representative or by proxy and holding
Shares in the Company conferring a right to vote at the meeting being Shares on
which an aggregate sum has been paid up equal to less than one-tenth of the total
sum paid up on all the Shares conferring the rights.

A demand by a person as proxy for a Shareholder or in the case of a Shareholder being a
corporation by its duly authorised representative shall be deemed to be the same as a demand
by a Shareholder.

According to Rule 17.47(4) of the GEM Listing Rules, a vote of the Shareholders taken at
a general meeting to approve a connected transaction pursuant to the GEM Listing Rules must
be taken on a poll. The resolution to be proposed at the EGM to approve the Acquisition will
therefore be decided by poll.

RECOMMENDATION

The Independent Board Committee, having taken into account the advice of SBI E2-
Capital, considers that the terms of the Acquisition are fair and reasonable to and in the interest
of the independent Shareholders as a whole. Accordingly, the Independent Board Committee
recommends the independent Shareholders to vote in favour of the ordinary resolution to be
proposed at the EGM approving the Acquisition and the issue of the Consideration Shares
pursuant to the Agreement. The full text of the letter from the Independent Board Committee
and the letter from SBI E2-Capital are set out on page 16 and pages 17 to 28 of this circular
respectively.



LETTER FROM THE BOARD

– 15 –

GENERAL

The principal business activities of the Group are the provision of e-government solutions
and customised software products, IT consulting and training services, IT outsourcing services
and standalone software products for government authorities and respective IT services
providers as its main target customers.

You are advised to read carefully the letter from the Independent Board Committee (which
contains its recommendation to the independent Shareholders as to voting at the EGM) on page
16, the letter from SBI E2-Capital (which contains its advice to the Independent Board
Committee and the independent Shareholders in relation to the Acquisition and the principal
factors and reasons it considered in arriving at its opinion) on pages 17 to 28 and other
information as set out in this circular. In addition, your attention is drawn to the additional
information set out in the appendix to this circular.

Yours faithfully,
for and on behalf of

Chinasoft International Limited
Dr. Chen Yuhong

Managing Director
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* For identification purpose only

CHINASOFT INTERNATIONAL LIMITED
中軟國際有限公司 *

(Incorporated in the Cayman Islands with limited liability)
(Stock code: 8216)

To the Shareholders, 6 June 2005

Dear Sir or Madam,

As the Independent Board Committee, we have been appointed to advise you in
connection with the Acquisition, details of which are set out in the letter from the Board
contained in the circular of the Company dated 6 June 2005 (the “Circular”), of which this
letter forms part. Terms defined in the Circular shall have the same meanings when used herein
unless the context otherwise requires.

We have been appointed as members of the Independent Board Committee to consider the
Acquisition and to advise the independent Shareholders as to whether or not it would be fair
and reasonable and in the interest of the independent Shareholders to vote in favour of the
ordinary resolution to be proposed at the EGM to approve the Acquisition. SBI E2-Capital has
been appointed to advise the Independent Board Committee and independent Shareholders in
relation to the Acquisition.

We wish to draw your attention to the letter from the Board and the letter from SBI E2-
Capital to the Independent Board Committee and independent Shareholders which contains its
advice to us in relation to the Acquisition as set out in this circular.

Having considered the terms of the Acquisition and the advice of SBI E2-Capital in
relation thereto as set out on pages 17 to 28 of the Circular, we are of the opinion that the terms
of the Acquisition are fair and reasonable to and in the interest of the Company and the
Shareholders as a whole. We therefore recommend that you vote in favour of the ordinary
resolution to be proposed at the EGM to approve the Acquisition and the issue of the
Consideration Shares pursuant to the Agreement.

Yours faithfully,
Independent Board Committee

Mr. He Ning Mr. Zeng Zhijie Mr. Peter Au Yeung Shiu Kau
Independent Non–Executive Director
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The following is the text of a letter from SBI E2-Capital to the Independent Board
Committee and the Independent Shareholders prepared for the purpose of incorporation in this
circular:

The Independent Board Committee
Chinasoft International Limited
Unit 4607 – 8
46th Floor
COSCO Tower
No. 183 Queen’s Road Central
Hong Kong

6 June 2005

To the Independent Shareholders of
Chinasoft International Limited

Dear Sir/Madam,

DISCLOSEABLE AND CONNECTED TRANSACTIONS

Acquisition of 51% of the registered capital of
Chinasoft Resources Information Technology Services Limited

(“Chinasoft Resources”)

INTRODUCTION

We refer to the announcement (the “Announcement”) issued by Chinasoft International
Limited (the “Company”) dated 9 May 2005 in relation to the Company’s proposed acquisition
through Chinasoft International (Hong Kong) Limited (“Chinasoft HK”), a wholly owned
subsidiary of the Company, of 51% of the registered capital of Chinasoft Resources (the
“Acquisition”) by way of an allotment and issue of the Consideration Shares to China National
Computer Software & Technology Service Corporation (Hong Kong) Limited (the “Vendor”).
Details of, inter alia, the terms and conditions of the Acquisition are set out in a circular issued
by the Company to its shareholders dated 6 June 2005 (the “Circular ”), of which this letter
forms part. Capitalized terms used in this letter shall have the same meanings ascribed to them
in the Circular unless the context herein otherwise requires.

As referred to in the Letter from the Board as set out on pages 4 to15 of the Circular,
pursuant to the Agreement, Chinasoft HK conditionally agreed to acquire the Equity Interest
from the Vendor which will be satisf ied by the allotment and issue of a maximum number of
58,120,755 Consideration Shares, credited as fully paid, to the Vendor with a Cash Option
exercisable by the Vendor. Prior to completion of the Acquisition, Chinasoft Resources is
wholly-owned by the Vendor. Upon completion of Acquisition, Chinasoft Resources will
become an indirectly 51% owned subsidiary of the Company. The Acquisition constitutes a
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discloseable transaction of the Company under the GEM Listing Rules. As the Vendor is a
connected person of the Company under Rule 20.11(1), the Acquisition also constitutes a
connected transaction of the Company under Rule 20.13(1) of the GEM Listing Rules and is
subject to the independent Shareholders’ approval at EGM.

The Independent Board Committee comprising Messrs He Ning, Zeng Zhijie and Peter
Au Yeung Shiu Kau, being independent non-executive Directors, has been established by the
Board to advise the independent Shareholders in relation to the Agreement. We, SBI E2-Capital
(HK) Limited, have been appointed by the Company to advise the Independent Board
Committee and the independent Shareholders as to whether or not (i) the terms and conditions
of the Acquisitions are fair and reasonable, based on normal commercial terms and are in the
interests of the Company and Shareholders as a whole; and (ii) the issuance of the
Consideration Shares with the Cash Option in settlement for the Acquisition is fair and
reasonable and in the interests of the Company and the Shareholders as a whole; and (iii) the
Independent Board Committee should recommend the independent Shareholders to vote in
favour of the resolutions to be proposed at the EGM to consider and, if thought f it, approve the
Acquisition and the issuance of Consideration Shares pursuant to the Agreement, by way of a
poll.

KEY ASSUMPTIONS MADE

In formulating our opinion and recommendation to the Independent Board Committee
and the independent Shareholders in relation to the Acquisition, we have relied on the accuracy
of the information and representations contained in the Circular which have been provided to
us by the Directors and which the Directors consider to be complete and relevant. We have
assumed that all statements, information and representations made or referred to in the
Circular, for which the Directors are solely responsible, were true and correct in all respects at
the time they were made and continued to be so as at the date of dispatch of the Circular. We
have also assumed that all statement of belief, opinion and intention made by the Directors in
the Circular were reasonably made after due and careful enquiry and are based on honestly-
held opinions. We have no reason to doubt the truth, accuracy and completeness of the
information and representations provided to us by the Directors and we have been advised by
the Directors that no material facts have been omitted from the information and representations
provided in and referred to in the Circular. We consider that we have received suff icient
information to enable us to reach an informed view and to justify our reliance on the accuracy
of the information and representations contained in the Circular and to provide a reasonable
basis for our opinion and recommendation. We have no reason to suspect that any material
information has been withheld by the Company or by the Directors. We have not, however,
carried out any independent verif ication of the information provided to us by the Directors, nor
have we conducted an independent in-depth investigation into the affairs and the business
feasibility of the Company, its subsidiaries and Chinasoft Resources.

In formulating our opinion and recommendation, we have not considered the tax
consequences on the Shareholders as a result of the approval (or otherwise) by the independent
Shareholders of the Acquisition, since these are particular to the individual circumstances of
any Shareholder. It is emphasized that we will not accept responsibility for any tax effects on
or liabilities of any person resulting from the approval (or otherwise) by the independent
Shareholders of the Acquisition. In particular, any Shareholder who is in any doubt about his/
her own tax position in connection with the approval of the Acquisition should consult his/her
own professional adviser(s).
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PRINCIPAL FACTORS AND REASONS CONSIDERED

As referred to in the Letter from the Board as set out on pages 4 to 15 of the Circular, the
Acquisition constitutes a discloseable transaction of the Company under the GEM Listing
Rules. As the Vendor is a connected person (as defined under the GEM Listing Rules) of the
Company, the Acquisition also constitutes a connected transaction of the Company under the
GEM Listing Rules and is subject to the independent Shareholders’ approval requirement. The
Vendor, being a Shareholder with a material interest in the Acquisition and holding
approximately 16.14% of the issued share capital of the Company as at the Latest Practicable
Date (“LPD”), will be required to abstain from voting at the EGM, at which voting will be
taken by poll. To the best of the Directors’ knowledge, none of the associates of the Vendor
holds any Share. Therefore all Shareholders, except for the Vendor, are eligible to consider and,
if thought f it, vote on the resolution to approve (inter alia) the Acquisition and the issuance of
the Consideration Shares pursuant to the Agreement. Accordingly, in this letter of advice, we
shall formulate our opinion and recommendation to the Independent Board Committee and to
the independent Shareholders in relation to the Acquisition. In arriving at our opinion and
recommendation to the Independent Board Committee and to the independent Shareholders in
relation to the Acquisition, we have considered the principal factors and reasons set out below:

1. Reasons for the Acquisition

We noted that, as at the LPD, the Company wholly and beneficially owned Chinasoft HK.
Chinasoft Resources is a wholly-foreign owned enterprise whose registered capital is wholly
owned by the Vendor. The Vendor is in turn owned as to 99.3% of its total voting rights by
Chinasoft National Software and Service Company Limited (“CNSS”) and as to 0.7% of its
total voting rights by an independent third party who is not connected with the directors, chief
executive, substantial shareholders or management shareholders of the Company or any of it
subsidiaries or any of their respective associates.

As referred to in the Letter from the Board as set out on pages 4 to 15 of the Circular,
Chinasoft HK has conditionally agreed to acquire the Vendor’s 51% registered capital of
Chinasoft Resources. Upon completion of the Acquisition, Chinasoft Resources will be owned
as to 51% and 49% by Chinasoft HK and the Vendor respectively.

From the perspective of contribution to the GroupÕs financial results

As referred in the Letter from the Board as set out on pages 4 to 15 of the Circular, (i) the
audited net prof it after tax and minority interest but before extraordinary items of Chinasoft
Resources for the period from 22 April 2004 to 31 December 2004 (as adjusted to HK GAAP)
was RMB9.0 million (equivalent to approximately HK$8.55 million); and (ii) the audited net
tangible asset value of Chinasoft Resources for the period from 22 April 2004 to 31 December
2004 (as adjusted to HK GAAP) was approximately RMB15.39 million (equivalent to
HK$14.52 million). Pursuant to the Acquisition, the Company will acquire the Equity Interest,
and as a result, the Company will beneficially own 51% of Chinasoft Resources. Therefore, a
51% share of Chinasoft Resources’ earnings and net tangible assets will be attributable to the
Company as referred to above. In this regard, we are of the view that the Acquisition is in the
interests of the Company and the Shareholders as a whole, based on the earnings and net
tangible assets attributable to the Equity Interest, being the 51% registered capital in Chinasoft
Resources which will be acquired by the Company pursuant the Acquisition.
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Based on our foregoing analysis, we consider that if Chinasoft Resources continues to
sustain a profitable business, the Acquisition would generate additional f inancial contributions
to the Group’s earnings. In this regard, we have noted that Chinasoft Resources reported
audited earnings for the financial years ended 31 December 2004 as referred to above.

The merits as well as the growth and development prospects of Chinasoft Resources

We were informed by the Directors and noted that, Chinasoft Resources is principally
engaged in IT outsourcing, whereby the services include customized system and software
development, integration, implementation and maintenance support according to customer
requirements. Chinasoft Resources was the f irst Microsoft strategic alliance partner in the
PRC. It is also the top 15 IBM core service providers in the PRC and is certif ied as the Class A
offshore outsourcing company by the Ministry of Science & Technology of the PRC. In
addition, Chinasoft Resources has long-term stable clients including Microsoft, Oracle, Huawei
Technologies, HP, Nokia, Lucent, IBM, Computer Associates etc.

According to a report issued in July 2004 by an international research house, International
Data Corporation (“IDC ”), they suggested that the size of the IT outsourcing market in the
PRC was amounted to approximately US$449.4 million (equivalent to approximately HK$3,505.3
million) in 2004 which accounted for approximately 9.9% of the total IT service market in the
PRC. Under IDC’s def inition, IT outsourcing referred to the contracting by an organization
with a third party for the management and enhancement of ongoing operations for all or part of
its IT infrastructure, IT functions, business processes or business solutions. IDC also expected
the IT outsourcing market to grow at a compound annual growth rate of 44.2% from 2003 to
2008, hitting US$1,985.4 million (equivalent to approximately HK$15,486.1 million) in 2008,
accounting for 17.1% of the total IT service market. Furthermore, IDC found that
manufacturers and f inancial service providers spent the most in IT outsourcing in 2003. In this
regard, we believe that the Group is able to capitalize on Chinasoft Resources’ skills and
expertise in developing and marketing IT outsourcing solutions, and to reap the benefits of the
growth and development prospect in the PRC as discussed above.

Therefore, we consider that the Acquisition is in the interests of the Company and the
Shareholders as a whole as we are adviced by the Company that the Group is able to expand its
market share, increase the Group’s competitiveness, broaden the Group’s revenue base and to
benefit from future growth and development prospects arising therefrom.

Direct competition between Dalian Chinasoft and Chinasoft Resources

As stated in the Letter from the Board as set out on pages 4 to 15 of the Circular, there is
no direct competition between Dalian Chinasoft and Chinasoft Resources. The IT outsourcing
businesses carried out by each of Chinasoft Resources’ subsidiaries and Dalian Chinasoft were
primarily focused on clients at the geographical locations in which they operate. Dalian
Chinasoft primarily targets at its customers located in Dalian whereas other Chinasoft
Resources’ subsidiaries operate in different regions. There is thus no non-competition
undertaking between Dalian Chinasoft and Chinasoft Resources. As adviced by the Directors,
potential competition may or may not occur with CNSS after the completion of the Acquisition.
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Based on the current arrangement, we consider that if Chinasoft Resources and its
subsidiaries, and Dalian Chinasoft are responsible for their own regions and all appropriate
measures are in place to ensure that the client profiles do not overlap, we concur with the view
of the Directors that there is no direct competition between Chinasoft Resources and Dalian
Chinasoft, and the Acquisition is fair and reasonable and in the interest of the Company and
Shareholders as a whole.

Overall

Based on various factors mentioned above, we are of the view that given (i) the earnings
attributable to the Equity Interest which will be acquired by the Company pursuant to the
Acquisition, based on Chinasoft Resources’ historical f inancial statements for the period from
22 April 2004 to 31 December 2004; and (ii) the merits as well as the growth and development
prospect of Chinasoft Resources’ business operations, the Acquisition is fair and reasonable
and is in the interests of the Company and Shareholders as a whole.

2. Consideration payable by the Company for the Acquisition

As referred to in the Letter from the Board as set out on pages 4 to 15 of the Circular, the
Company shall allot and issue the Consideration Shares, being a maximum number of
58,120,755 new Shares in the capital of the Company, as consideration for the Acquisition. The
Consideration Shares will be issued in two portions: (i) 34,872,453 Consideration Shares will
be issued to the Vendor upon completion of Acquisition; and (ii) if the audited consolidated net
prof it of Chinasoft Resources after taxation and minority interests and before extraordinary
items for the year ending 31 December 2005 according to the audited consolidated f inancial
statements of Chinasoft Resources prepared in accordance with HKGAAP is not less than
RMB12 million (“Performance Hurdle”), 23,248,302 Consideration Shares will be issued to
the Vendor. In addition, subject to completion and the satisfaction of the Performance Hurdle,
the Chinasoft HK has granted an option to the Vendor to require the Chinasoft HK to procure
the Company to pay an amount of HK$17,901,193 (“Cash Offer”) to the Vendor instead of the
issue and allotment of the second portion of the Consideration Shares.

We consider that the settlement of the consideration payable by the Company for the
Acquisition, primarily in form of an issue of the Consideration Shares, will not have any
material impact to the Group’s cashflow position. Furthermore, the Cash Offer being granted
by Chinasoft HK is an alternative to the Vendor which is subject to the Performance Hurdle. We
are of the view that such Performance Hurdle arrangement is to the benefit of the Company,
whereby, if in any case, Chinasoft Resources cannot meet the target as agreed, no second
portion of the consideration will be paid to the Vendor. In addition, the Cash Offer will be
made out of internal resources of the Group and will not incur any external bank borrowings of
the Group. Therefore, we consider that there will not be any material impact on the Group’s
existing gearing level of 14% or any additional burden or interest costs to be borne by the
Group. In such regards, we are of the view that the settle of the consideration payable by the
Company for the Acquisition, in form of an issue of the Consideration Shares with Cash
Option, is fair and reasonable and is in the interests of the Company and the Shareholders as a
whole.
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3. Valuation of the Equity Interest implied in the consideration payable for the
Acquisition

We noted that, based on the issue price of HK$0.77 as quoted on the Stock Exchange for
the last f ive trading days up to 28 April 2005, the issue of the 34,872,453 Consideration Shares
upon completion of the Acquisition and further 23,248,302 Consideration Shares upon meeting
the Performance Hurdle, the consideration payable by the Company for the Acquisition
amounts to approximately HK$26.85 million and approximately HK$17.90 million respectively.
Therefore, the total aggregate consideration payable by the Company for the Acquisition will
amount to approximately HK$44.75 million.

Also, based on the closing Share price of HK$0.88 as at the LPD, the issue of the
34,872,453 Consideration Shares upon completion of the Acquisition and further 23,248,302
Consideration Shares upon meeting the Performance Hurdle, the consideration payable by the
Company for the Acquisition will amount to approximately HK$30.69 million and approximately
HK$20.46 million respectively. The total aggregate consideration payable by the Company for
the Acquisition will therefore be approximately HK$51.15 million.

In addition to the above, we have also reviewed the performance of the traded prices of the
Shares during the period commencing from 1 January 2005 to the LPD (“Period”). The
relevant Share price performance chart during the Period is illustrated as follows:
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Source: Bloomberg

We have noted that during the Period, (i) the highest Share price was HK$0.88; (ii) the
lowest Share price was HK$0.72; (iii) the average Share price was approximately HK$0.77; (iv)
and the latest Share price as at LPD was HK$0.88. The issue price of HK$0.77 represents a
discount of approximately 12.5%, a premium of approximately of 7%, a level approximately at
par and a discount of approximately 12.5% respectively to each of the aforementioned Share
price benchmarks. As illustrated in the above share price chart, the trading prices of the Shares
prior to the date of the Announcement were largely between the range of HK$0.70 to HK$0.80
and the average traded Share price was approximately HK$0.77. In this regard, we are of the
view that the issue price of HK$0.77 has been determined on a fair and reasonable basis.
Furthermore, we have also noted that the Share price has increased from HK$0.78 as of the
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date of the Announcement to HK$0.88 as at the LPD, representing an increase of
approximately 12.8%. We are of the view that the increase in the post-Announcement Share
price reflects that the Acquisition has been well received by the investors and such increase in
Share price after the Announcement is not relevant to the issue price.


































