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MESSIS CAPITAL LIMITED

2 December 2014

To: The Independent Board Committees and the Independent Shareholders
of Nanjing Sample Technology Company Limited

Dear Sir/Madam,

CONNECTED TRANSACTION -

(1) PROPOSED SUBSCRIPTION OF NEW DOMESTIC SHARES BY
NANJING SAMPLE TECHNOLOGY GROUP COMPANY LIMITED;
(2) PROPOSED AMENDMENT TO ARTICLES OF ASSOCIATION;
AND
(3) APPLICATION FOR WHITEWASH WAIVER

INTRODUCTION

We refer to ourappuiniment ay the Independent Fimancial Adviser to the Independent -~

Board Comunitiee for the Share Subscription, the Independent Board Committee for the
Whitewash Waiver and the Independent Sharcholders in connection with the Domestic
Shares Subscription, Domestic Shares Subscription Agreement, the specific mandate, the
proposed amendments to the Articles and the Whitewash Waiver, details of which are set out

in the letter from the Board (the “Board Letter”) contained i the circular of the Company
to the Sharcholders dated 2 December 2014 (the “Circular”), of which this letter forms part. ..
Capitalised terms used in this letter shall have the same meanings as defined in the Circular
unless the context otherwise requires.

On 21 October 2014 (after trading hours), the Company. entered . into the Domestic

Shares Subscription Agreement with Sample Group.-According to the terms-of the Domestic - - -
Shares Subscription Agreement; the Company -has cenditionally. agreed to issue-and-Sample -
Group has conditionally agreed to subscribe in cash for an aggregate of 92,723,400 pew ... . .

Domestic Shares at the subscription price of RMB4.50 (equivalent to approximately

Y] 33

HK$5.67) per new Domestic Share (“Subscription Price”), raising gross proceeds ol

- "14_1 TON

approximately RMB417,255,300 (equivalent to approximately HK$525,7

T s
1,078), Nei

proceeds from the issue of -the-new- Dowmestic Shares are- expecied- to- be-approximately - -
RMB413,652,363 {equivalent to approximately HK$521,201,977) of which approximately |

1kt R PrRivaliiioiy InAgJLen,dl

72% is intended to be used for the expansion-of the Group’s elicnt base and major business —— —-

segments and approximately 20% is intended to be used for the reduction of liabilities and

approximately 3% is intended to be applied as additional working -capital. - The 92,723,400 - - -
new Domestic Shares-will-be issued under a specific mandate to be sought at the EGM and -~ -

the Class Meetings.
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As at the Latest Practicable Date, Sample Group directly hoids 60,770,000 Domestic
Shares in the Company, representing approximately 27.12% sharcholding in the Company’s
total issued share capital, According to the Listing Rules, Sample Group is considered as a

substantial sharcholder of the Company. Pursuant to Rule 14A.07 of-the Listing me,'-f—'

Sample Group is a connected person of the Company, the Domestic Shares Subscription
therefore constitutes a connected transaction of the Company and is subject to reporting,
announcement and independent sharcholders’ approval requirements under Chapter 14A of
the Listing Rules,

As at the Latest Practicable Date, Sample Group -and parties acting in concert with it - - ..

(including Sample Commerce City and Mr. Sha Min, the chairman and an executive Director

of the Company), own-or have- controlor -direction over 67,070,600 Domestic Shares;

representing approximately 29.93% of the entire issued share capital of the Company, Under

the Takeovers Code, Active Gold is presumed to be a party acting in concert with Sample

Group as Active Gold holds more than 20% of the enfire issued share capital of the
Company. As such, Sample Group, Sample Commerce City, Mr, Sha Min and Active Gold
are parties acting or presumed to be acting in concert under the Takeovers Code and the
aggregate number of Domestic Shares held by them is 116,615,000, representing
approximately 52.04% of the entire issued share capital of the Company,

Immediately after the compietion of the Domestic Shares Subscription and assuming no

other changes to the issued share capital of the Company, Sample Group and parties-acting -~ -~

or presumed to be acting in concert with it (including Sample Commerce City, Mr. Sha Min
and Active Gold) will hold approximately 66.07% of the Company’s then enlarged issued

sirare capital, Despite the fact that Sample Group and parties acting or presumed 1o be acting
in concert with it hold in aggregate more than 50% of the entire issued share capital of the

Company, as the. sharcholding..of . Sample. Group. . itself . will . increase - from . appreximatelby.......... ..

27.12% to approximately 48.45% as a result of the Domestic Share Subscription, pursnant to
Rule 26.1 of the Takeovers Code, Sample Group will be required to make a mandatory

general offer for all the issued shares in the share capital of the Company not already owned ... .

or agreed to be acquired by Sample Group and parties acting ov presumed to be acting in
concert-witlr it untess ithe Whitewashr Walver-is- obtatied [rom- ke Executive:

On 18 November 2014, -an application -was-made-an behelf-of Sample- Group-to - the— - -
Executive for the granting of the Whitewash Waiver pursuani (o Noiz |- on dispensations

from Rule 26 of the Takeovers Code in respect of the issue of the new Domestic Shares

pursuani to-the Domestic Shares Snbstription: The Execwiive s indivated that it wilt granti - -

the Whitewash Waiver, which if granted, will be subject to the approval of the Independent
Sharcholders taken by way of a poll at the EGM and the Class Meetings. Sample Group and

parties acting or. presumed.to. be acting in concert with it (including. Sample. Commerce City, - - -

Mr, Sha Min and Active Gold} will abstain from voting in respect of the resolutions to

approve-the Bomestic Shares Subscription,-the Domestic Shares Subscription Agreement; the--

proposed amendments to the Articles, the specific mandate and the Whitewash Waiver at the
EGM and the Class Meetings. As far as the Directors are aware, currently, save for Sample

Group, Sample Commerce City, Mr. Sha Min and Active- Gold, there -are no -other

Shareholders who are interested or invoived in the Domestic Shares Subscription and/or the
Whitewash Waiver,




Pursnant to the Listing Rules, the Independent Board Committee for the Share
Subscription (comprising all the independent non-executive Directors) has been formed to

advise the Independent Shareholders on_the Doemestic Shares. Subscription, the Domestic _

Shares Subscription Agreement, the specific mandate, and the proposed amendments to the
Articles. Another Tndependent Board Committee, namely the Independent Board Committee
for the Whitewash Waiver (comprising all the non-executive Directors including the
independent non-executive Directors) has also been formed in accordance with Rule 2.8 of
the Takeovers Code to advise the Independent Shareholders on the Domestic Shares
Subscription, the Domestic Shares Subscription Agreement, the specific mandate, the
proposed amendments to the Articles and the Whitewash Waiver.

The Board proposed to make certain amendments to the Articles, to take effect subject

to and upon completion of the Domestic Shares Subscription, iir order o reflect the latest -
registered capital and shareholding structure of the Company as a result of the issue of the . ..
new Domestic Shares. The proposed amendments to the Articles_are subject to approval by ... .

the Independent Sharcholders by way of special resolutions at the EGM and the Class

Meetings and the approval of and registration—orfiling with the relevant PRC government—

authorities,

Our appointment as the Independent Financial Adviser to the Independent Board

Committee for the Share Subscription, the Tndependent Board Committee for the Whitewash .

Waiver and the Independent Shareholders has been approved by the Independent Board
Committees, We do not by this letter warrant the merits of the above transdctions other than
to form an cpinion for the purpose of the Listing Rules and the Takeovers Code. Our role as
the Independent Financial Adviser is to give our recommendation to the Independent Board
Committee for the Share Subscription, the Independent Board Committee for the Whitewash
Waiver and the Independent Shareholders as to whether or not the Domestic Shares
Subscription, Domestic Shares Subscription Agreement, the specific mandate, the proposed
amendments to the Articles and the Whitewash Waiver are fair and reasonable so far as the

Independent Sharcholders are concerned -and -are -in- the -interests- of -the Company and--the-
Y

Shareholders as a whole; and how the Independent Shareholders should vote in respect of
the relevant resolutions to approve the Domestic Shares Subscription, Domestic Shares
Subscription Agreement, the specific mandate, the proposed amendments to the Articles and
the Whitewash Waiver and the transactions contemplated therein at the EGM and the Class
Meetings.

Other than this appointment as the Independent Financial Adviser to the Independent

Board Committee for the Share Subseription;- the Independent Board Committee for -the

‘Whitewash Waiver and the Independent Sharcholders, we have no relationships or interests
with the Company and any other parties that conld reasonably be regarded as relevant to our
independence. We are hence independent from the Company pursuant to Rule [3.84 of the
Listing Rules.




BASIS OF OUR OPINION AND RECOMMENDATION

In formulating our opinion to the Independent Board Committee for the Share
Subscription, the Independent Board Committee for the Whitewash Waiver and the
Independent Sharcholders, we have relied on the statements, inforination, opinions and
representations contained or referred to in the Circular and the representations made to us by
the Directors and the management of the Company. We have assumed that all statements,
information and representations provided by the Directors and the management of the
Company, for which they are solely responsible, are true and accurate at the time when ihey
were provided and continue to be so as at the Latest Practicable Date. Sharcholders will be
notified of material changes as soon as possible, if any, to the information- and
representations provided and made to us after the Latest Practicable Date and up to the date
of the EGM and the Class Meetings. We have also assumed that all statements of belief,
opinion, expectation and inténtion made by the Directors in the Circular were reasonably
made after due enquity and careful consideration. We have no reason to suspect that any
material facts or information have been withheld or to doubt the truth, accuracy and
completeness of the information and facts contained in the Circular, or the reasonableness of
the opinions expressed by the Company and/or the Directors, which have been provided to
us. We consider that we have taken sufficient and necessary steps on which to form g
reasonable basis and an informed view for our opinion in compliance with Rule 13.80 of the
Listing Rules and Rele 2 of the Takeovers Code. -+ - -

The Circular, for witich the Directors jointly and severally accept full responsibility,

includes particulars given in compliance with the Listing Rules-and the Takeovers Code for - - -

the purpose of giving information with regard to the Group. The Directors, having made all
reasonable enquiries, confirm that to the best of their knowledge and belief the information
contained in the Circnlar is accurate and complete in all material respecis and not
misleading or deceptive, and there are no other matters the omission of which wounld make
any statement herein or in the Circular misleading, The Circular includes particulars given in
compliance with the Listing Rules and the Takcovers Cede for the purpose of giving
information with regard to the Group. We consider that we have been provided with

sufficient information to reach an informed view and to provide a reasonable basis-for-eur--- -

opinion. We have not, however, carried out any independent verification of the information
provided, nor have we conducted any independent investigation into the business and. affairg
of the Group. We have not considered the taxation implication on the Group or the
Shareholders as a result of the Domestic Shares Subscription, the Deomestic Shares

Subscription Agreement, the specific mandate, the propesed-amendments to-the-Artieles -end - -

the Whitewash Waiver and the transactions contemplated therein. Our opinion is necessarily

based on the financial, economic, market and other conditions in effect and the informatien- -

made available to us as at the Latest Practicable Date. Nothing contained in this letter
should be construed as a recommendation to hold, sell or buy any Shares or any other
securities of the Company. Where information in this letter has been extracted from
published or otherwise publicly available sources, the sole responsibility of us is to ensure
that such information has been correctly and fairly extracted, reproduced or presented from
the relevant stated sources-and not-be used-out-of context.— -




In arriving at our opinion in respect of the Domestic Shares Subscription, the Domestic
Shares Subscription Agreement, the specific mandate, the proposed amendments to the
Articles and the Whitewash Waiver, we have taken into consideration the following principal-
factors and reasons: _ . - . R

(1) Background of the Domestic Shares Subscription
Business overview of the Group

The Group is principally engaged-inthe provision of -visual ideatification- -~
and Radio-frequency Identification (RFID) technologies based solutions to areas
in intelligent transportation, custom and logistics services, health care and other
sectors.

The following table summarises the consclidated financial results of the
Group from its operations for each of the two years ended 31 December 2013 and
the six months ended 30 June 2013 and 30 -June 20k which wme-extreetnd frome== - -

the Company’s annual report for the year ended 31 December 2013{the “Aunnual - -+ ———eee

Report 2013”) and its interim report for the six months ended 30 June 2014 {the
“Interim Report 2414 respectively:

Year ended Year ended Six months  Six months
31 December 31 December ended ended
2012 2013 30 June 2013 730 June 20id
RMB'O00 - RMR000. . RMBWOOO .. RMBO0D.
(audited) (audited)  {upnaudited) {unaudited)

Total operating income 737,690 787,768 357,414 387,824
Operating profii -~ - 182,084~ - -~ 132,652 - 70,595 - 73549
Protit/(loss) attributable

to owners of the

Company-- - 167,928 e 12648665532 - 64,880 0 - e e

We note that the total operating income of the Group increased from
approximately RMB737.7 million in the year ended 3[ December 20i2 to
approximately RMB787.8 million in the year ended 31 December 2013 which ‘was
mainly attribatable to-the rapid-growth of inieitigent terminzi sales in 2013. The
Group recorded profit attributable to owners of the Company of approximately
RMBI126.4 million in the year ended 31 December 2013, decreased froem
approximately RMB167.9 million in the year ended 31 December 2012 which was
mainly atiributable to the increase in research and development cost during 2013
and the_abscacerofAhe sme-ufi-invesiment-income: feom: the: dispasal-of-jong fermrios L L
equity investment in 2012,




The total operating income of the Group increased approximately 8.5% from
the six months ended 30 June 2013 of approximately RMR357 .4 million to the six

months ended 30 June 2014 of approximately RMB387.& -million -which was -

attributable to the active development of the intelligent traffic business, the
customs logistics business and the improvement of revenue from service business

by the Group. The-profit attributable to ewners -of the Company -decreased from - -

approximately RMBG65.5 million for the six months ended 30 June 2013 to
approximately RMBG4.7 million for the six months ended 30 June 2014 which

may be atiribstable to- therisc-in priecs for sourcing of the raw materials-and the-—

increase in labour costs resulted in the turther business development by the
Group.

The following table summarises the consolidated financial position of the
Group as at 31 December 2012 and 2013 and 30 June 2014, which is extracted
from the Annnal Report 2013 and the Interim Report 2014:

As at As at
31 December 31 December As at
2012 2013 30 June 2014
RMB 000 RMB’0Q0 ~ ~ RMB 000
(audited) (audited) (unaudited)
Non-current assets 414,993 503,410 545,593
Current assets 1,191,208 1,398,454 1,577,953
-~ Cash at bapk and on.... ... .
hand 449,610 579,053 491,580
Current labiliies . . . CLLIBAL Y T T7AAns4 00 T U24.926
— Short-term borrowings 138,000 285,000 380,000
— Trade payablas. oo - 269,752 - 316,606 .- 375,347
Non-current liabilities 99,538 100,150 99,405
Total equity attributable to
owners of the Company 926,368 1,008,321 1,051,285
Non-controltling interests 37,018 48,740 47,930

Financing alternatives available fo the Group
As referred to in the Board Letter, the Company had not conducted any
equity fund raising activities in the past 12 months immediately prior to the Latest

Practicable Pate.

Upon our enquiry with the Directors in this respect, we understand that the

Directors have considered both debt and equity- fipancing as-fund raising methada -

for the Group. In relation to debt financing, the Directors advised us thai debt
financing may significantly increase the financial obligation and the related
interest payment will also erode the operating result and the operating cash flow
of the Company, hence the valuation of the Group may be adversely affected.




Furthermore, as the Group’s bank borrowing surges, banks will becoime more
credit risk-averse when considering the Group’s new loan application, making it
more difficult to raise funds through bank borrowings.

The Directors advised us that they had considered rights issue of both
Domestic Shares and H Shares. The Directors had made preliminary enquiries to

the relevant authoritiesregarding this-option and-came to-the conclusion that there - -

are uncertainties as to the timing in obtaining approval from relevant authorities
on the rights issue of new Domestic Shares and H Shares,

Furthermore, placement of new H Shares in Hong Kong requires the
approval of the CSRC and the timing of its approval is uncertain. Even if it were
approved, the size and turnover of the Company needs to be improved in order to
allure guality investors.

Having considered the above, the Directors are of the opinion that a
subscription of new Domestic Shares by Sample Gronp is not only the most
efficient and cost effective way of raising the required funds but it also serves as
a vote of confidence in the Company by the substantial Sharcholder.

Reason for the subscription of Domestic Shares

With reference to the Board Letter, the Company expects to raise net
proceeds of approximately RMB413.65 million (equivalent to approximately
HK$521.20 million) from the proposed Domestic Shares Subscription. It is
currently the intention of the Company to apply the net proceeds from the new
Domestic Shares Subseription in-the following manners- -

(i) approximately 60.68% or RMB251.00 million (equivalent to
approximately HK$316.26 million) will be used for the expansion of
the Group's client base to increase the Group’s market shares in the
areas of intelligent city and intelligent tronsportation and the exscution..

of existing constinction - -projecis: - Intelligent - city - and - inteligent-— -

transportation involve the utilization of radio frequency identitication
technologies and communication technologies to collect, analyze and

integrate city-wide vital statistics. These two- business- segments - -

encompass the provision of services to meet demand arises from daily
civic life, environmental protection, public safety and public
transportation in cities such as. Xu Zhou. and Huai An;

(ii) approximately - 20.07% -or - RMBB83.00 - - million- “{Cquivaient - ito-

approximately HK$104.58 million) will be used to repay part of the
Group’s short term bank borrowings;

(iii} approximately 11.17% or RMB46.20 million (equivalent to
approximately HK$58.21 million) will be used for the expansion of the
Group’s custom and logistic business, inciuding the nation-wide

promotion of the Group’s successfully researched -safety intelligent. lock . ... .. .










-

Comparison of the-Subscriptior

In order to assess the fairness and reasonableness of the Subscription Price,
we have reviewed the daily closing price of the H Shares as quoted on the Hong
Kong Stock Exchange within the one-year period prior to the Price Determination
Date (the "Review Period”). We consider that such one-year period would be
sufficient to smooth out the effects of any short-term fluctuations in the stock
market for our analysis and therefore can serve as a benchmark for assessing the
Subscription Price: The-historical- trading- pattern- of the- Shares during the Review
Period is illustrated as-follows. -~ -

9.0
8.0
7.0
6.0
5.0
HK$ 4.0
3.0
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1.0
0.0 : : ' — : ' : ' L ' .
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During the Review Period, the closing prices of the H Shares ranged from
HK$6.02 per H Share to HK$7.80 per H Share. We noie that the Subscription
Price of HK$5.67 does not fall within the above price range and the Subscription
Price represents a discount of approximately 5.8% over the lowest closing price of
the H Shares of HK$6.02 during the Review Period.

Comparison of the Subscription Price with the net asset value per Share

We note that the Subscription Price of HK$3.67 per new Domestic Share;
represents a discount of approximately 8.26% to the unaudited consolidated net
asset value of the Group of approximately HK$6.18 per Share based on the
unaudited consolidated net asset value of approximately RMB1,099,215,085
{equivalent to approximately HK$1,385,011,007) as at 30 June 2014 as disclosed
in the Interim Report 2014 and based on the total number of 224,100,000 Shares
in issue as at the Price Determination Date. While the Group is principally
engaged in the provision of visunal identification and RFID technologies based

1 Price with higtoricol price-of the H Shares - . .. . ...

solutions to areas in intelligent traffic, customs-and logistics services, healthcare-— -~

and other sectors, we consider that the current market price of the Shares can

—10-




directly reflect the-value—of-tho-Shares-that-is-zenerall-périciv
having taken into account the principal business segments of the Group as well.as.. .. .
the prevailing market conditions,

Coinparable analysis

In order to assess the fairness and reasonableness of the terms of the
Domestic Shares Subscription Agreement, to the best of owr knawledge, we have .
searched for tramsactions that involved the subscription of new shares by
connected persons of companies lisied on the Main Board and Growth Enterprise
Market of the Hong Kong Stock Exchange (the **Comparables”) ~within the -
Review Period. We consider that (i) the terms of the Comparables are determined
under similar market conditions and sentiments as the Deomestic -Shares - -
Subscription and they might be able to reflect the recent trend of open market
transactions in the Hong Kong stock market; and (ii) there were 16 Comparables
in the Review Period, representing a reasonable number of Comparables for the
purpese of comparison. Accordingly, we are of the view that the Review Period
forms an appropriate basis for our analysis and that the Comparables represent
fair and representative samples, Shareholders should note that the size of shares
subscription, businesses, operations and prospects of the Company are not ihe -

same as the Comparables—and-the Comparables-are-only-used to-provide o general - -~ -~ -

reference for the recent general market practice on the subscription on new shares
by connected persons. To the best of our knowledge and as far as we are aware
of, we found in total 16 companies which met these criteria, which represent an
exhaustive list for the purpose of this letter. The table below summarises our
relevant findings:

Premivm/

{Discount) of the

Preminm/ subseription
(Discawnt} of the price to {he
sabscription  ¢fasing price of
price to the the shares for
closing priee of the last §
the shores as at consecative
the last trading trading days
day pris7 o the pricr o the

release of the release of the
announeement arnouneement

Stock Date of (the “ETD {the “5-Days
Company code  Principal bosiness announcement  Sobseciption Price Comparables) Comparables)
(HKS}
Chan Wo Development m Civil engineering, 10-Oct-14 0.46 -54.16% -5479%
Holdings Limited lectrizal and

miachanical

fngiseering,

fonndation and

boilding LonStrefion .. oo
work, properly
. denelopmenb prope Ty, s
iovestment,
professional services
including provision of
szcurily and property
management sarvices.
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Premium/
{Discount) of the
subscription

priveto-the

Premivm!
{Discouni} of the
subseription
pelce [o the
closing price of

F
closing price of

Stock
Company ende

Changleng Axls {Ching) 1039
Company Limited
China Mobile Games snd . _ _RORE

Coliural Tovestment Limited

Hopefloent Gioup Holdings 3
Eimited

Hainan Meilan Intersationsl 157
Airport Company Limited
Reorient Groap Limited 376

Principal business

Mannfecneing and
sclling of arle
assermblies and ade
comipatients to heavy
duty tnk and middle
doty ik and
providing after-sales
services,

)| -
seliing of train and
sailway components,

Design, resaarch & . ...

develop mobileonline
games & idenifying
& secoring inteltectual
propesty rights;
provide IF services;
money lending
business; provids
medical disgnostic &
health check services:
secarities & propeny
investments,

Provisiva uf real estale
agency services,
PRy Managament
SErviaes, montgage
referral services,
advertising and

marketing saqvieas and - - s o

investroent holding.

Ergagad inboth
acronautical amd
non-2efonantical
business at the Meilan
Airport,

Provision of securites
brokerage, securities
onderwriting and
placements, and
vonsahtancy and
advisory services.

~12 -

Date of
annouacement  Subscriplion Price
RS
18-0et-14 R ]
1000314 am
12-8ep-14 3.00
ol A4
26-Jun-F4 235

the Jast drading
day prior to the
release of the
announcenent
(the *LTD
Comparables)

<9.05%

M07% -

$91%

the fast §

{rading days
prior 1o the
release of the
anneuneenient
(the “5-Days
Comparables)

-23.26%

9.42%




{Diseount} of the
subseription  closing price of

Premium/
{Discount} of 1he
subscripiion
price to the

Premivm/

Company

CT Eavironmentat Group
Limited

Stongang Coccord Technalogy
Holdings Limited

China Mobile Games and
Cofturaf Eavestment Limited

Chintink Intemationai Holdings
Eimited

China City Railway

- Tisaspertaiisa Tochnology -

HoMings Company Limited

Stock

code

1363

an

$031

997

1522

Besign, implkmentation

Date of
announcement

Principat business

Supply of industrial
water, provision of
wastewates treatmeat
planis operation
seivices, waslewater
project constroction
and opgration services,
provision of heating
seevices, provision of
shudge and solid waste
ireatment services.

Davelopment and
provision of system
integration solutions,
system design and sake
of system budware,
provision of
manigement services,
leasing of iavestment

. groperties apd salesof ... .

light emitted diode
projects.

Pesign, research &
develop mebileonline
games & identifying
& securing inteflectual
properly Fights:
provide [T services;
money lending
business: provide
medical diagnostic &
tiealth check services;
seeurities & property
invesiments,

Finarcing guarantes
services and
consultancy servigis
in the loglstic industey -
in tha PRC, trading of
furniturg-and fixmres
and interior decoration
works in Hoog Kong
and Macso,

and mafnleaance of
application solutions
for centralising
various focetions of
public transport
systems,

- 13—

25-Jan-13

1gJop-14

18-Tan-14

28-Apr-14

4-Apr-14

Sobscriptisu Price -

HK3)

590

0.12

prvetotie

refease of the

P .
HESIHETG I0F

closing price of the fast §
the shares as at consecutive
the last trading {rading days
day prier to Lhe prior o the

refease of the

annonagement announcenent
(the “LTD (the “5-Days
Comnpaeablesy -~ -~ Comparaliesy
1H4% 1.83%

B . £ 1 Y3
0.35% 0.50%

ine 156%

- 2EBVE “283VE




Premium/

[Biscount} of $he
Preminm/ subseription
{Discount} of the priee 1o the

subscription  closing price of
price to the the shares for

closing price of the last 5
the shrares as at consstative
the Inst tzading teading days
day prior to the prioe o the
FEIEasT of The TEIFase of the
nnoEnsenignt arngnzeement
Stock Date of (the “LTD {the “S-Days
Company code  Principal bosiness annooncement  Subscription Price Comparables} Comparables}
{HK3)
DMFY Antomobilz Glass 813 Sales of antomabile B-Mar-14 035 -34.30% -3L10%
Sezvices Limited glass with installation/
sepair services and the
1rading of dutomebile
glass.
Yoset Holdings Limited % Design, development and - 27-Jon-4 0.0 -5.88% -4.76%
fabrication of plastic
injection moulds and
the manofactors of
plastic componints in
the PRC.
Credit China Holdisgs Limited 8207 Provisiomof pawnloan  21-Jan-t4 0.89 -13.04% -1.38%
service, entrusted foan
sIv iue, microfinance
seivice and finnciog
consultancy service,
Brockman Mining Limited 159 Exploratioz and 2-Jan-14 [tEN] -13.08% -16.45%
developzent of iron
ofe mining projects in
Western Australia;
ﬂploilaﬂ'on
processiag and
mtE lﬂ:uli}yfl TR ILILIT T
ore coneentrates in the
PRC.
Beantiful China Heldings 108 Provision of antomatic  22-0ct-13 0.10 -1145% R A
Company Limited feller machines
services.
Masimum 14.07% 15.83%
Miniment -$416% -54.79%
Average -12.26% -10.68%
The Company 567 SH% 619%

Source: the website of the Stock Exchange {hup://iwwwhkex.comhk) - - - -

As-shown-in the above table, the subscription prices of the Comparables (i)~
ranged from a discount of approximately 54.16% to a premium of approximately
14.07% to the respective closing prices of their shares as at the last trading day
prior to the release of the relevant amiouncements (the “LTD Market Range”™);
and (it} ranged from a discount of approximately 54.79% to a preminm of
approximately 15.83% to the respective closing prices of their shares for the last

5 consecutive trading days prior to the release of the relevant announcements {the——~ -----

“5-Days Market Range”). As noted above; the-Subscription Price of THKSS.67 —- -
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represents (i) a discount of approximately 5.81% to the closing price of HK$6.02

per H Share as at the Price Determination- Pate is lower-than the-average-discount -

represented by the LTD Market Range; and (ii) a discount of approximately
6.19% to the closing price of HK$6.04 per H Share for the last 5 consecutive

trading days prior fo the Price Determination Date is lower than the average -

discount represented by the 5-Days Market Range, given that (i) there i3 a
liquidity discount where the Domestic Shares arc not listed and therefore there is.
no publicly available transfer price; and (ii} the discount represented by the
Subscription Price is lower than the average discount represented by the LTD
Market Range and 5-Days Market Range, we consider the Subscription Price is in
lifié with the respective subscription price for thé Comparables. ~~ - -

Moreover, considering the Group and the Comparables may -be eperating in--- -

entirely different industries with significant difference in their price-to-book
ratios, we are of the view that the analysis on the premium/discount of the

subscription price to the market price can {form a more reasonable basis In order—

for us to assess the fairness and reasonableness of the terms of the Domestic
Shares Subscription Agreement.

Our view on the Domestic Shares Subscription
Based on all of the above and having considered in particular that:

(i) the Domestic Shares are not listed and therefore there is no publicly
available transfer price;

Market Range and the 5-Days Market Range respectively;

(ii) the discount represented hy_the Snbscription Price falls within the ITD

{iii) the discount represented by the Subscription Price is lower than the
average discount represented by the LTD Market Range and 5-Days
Market Range respectively;

(iv) the Subscription Price was a commercial decision arrived at after arm’s
iength negotiation between the Company and the Sample Group;

(v) the net proceeds from the Domestic Shares Subscription will greatly
improve the Group’s cash reserves and the Company’s ability to raise
further funds from banks;

{vi) the proceeds from the Domestic Shares Subscription are used for the
partial repayment of debts and for the Group’s general working capital;

and

{vii) there is no better financing alternatives available to the Group as
discussed above;

—-15 -




3

we are of the view that the terms of the Domestic Shares Subscription are
fair and reasonable so far as the Independent Shareholders are concerned and are
in the interests of the Company and the Shareholders as a whole. We also
consider the grant of the specific mandate from the Shareholders to allot and issue
the new Domestic Shares is fair and reasonable so far as the Company and the
Independent Shareholders are concerned and are in the interests of the Company

and the Shareholders as a whole.

Dilution effect on the shareholding interests of the existing public Shareholders

Changes in the shareholding structure of the Company as a result of the Domestic

Shares Subscription

For illustrative purposes, set out below is the shareholding structures of the
Company (i) as at the Latest Practicable Date; and (ii) immediately after

completion of the Domestic Shares Subscription:

Assuming no other changes to the issued share capital of the Company:

fii) Immediately after
the compietion of the

Parties acting in (i} As at the Latest Domestic Shares
concert Share class Practicable Date Subscription™
No. of Approx, No. of Approx.
Shares % Shares - %

Sample Groupt? Domestic 60,770,000 27.12% 153,493,400 48:45%
Sample Commerce Domestic 4,950,000 _ . 2.21% . _ 49500600 ___ . 1.56%

City™
Mr, Sha Min (%2 Domestic 1,350,600 0.60% 1,350,000 0.42%
Active Gold™ Domestic 49,545,000 22.H% 49,545,000 15.64%
Total for Sample

Group and parties

acting or

presumed to be

acting in concert

with it : 116,615,000 52.04% 209,338,400 66.07%
Other Domestic

Shareholders
Jiangsu Ruihua Domestic 15,000,000 6.69% 15,000,000 4.73%

Investment

Holding Group

Company Lid. =
Jiangsu Hongshi ™~ Domestic TUTUTTRESG00T T 0.31% T BRI, TT T GuiYe

Technology

Industry Company -~ -~ ==

Legd s _ .
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(7)  Figures shown above are calculated assuming that no other Shares will be issued or
transferred aiter the Latest Practicable Date until the completion of the Domestic Shares
Subscription.

As depicted by the table above, the shareholdiag -interests-of the existing----- -

public Shareholders in- the Cempany- would- be- diluted by appreximately 1483~ -~

percentage point immediately after completion of the Domestic Shares
Subscription, from approximately 47.96% to approximately 33.93%. Taking into
account (i} the reasons for and benefits of the Domestic Shares Subscription; and
(ii) that the terms of the Domestic Shares Subscription being fair and-reasonable -

so far as-the Independent Sharcholders—areconcerned, we are-of the view it de— -~ — -~

aforementioned level of dilution to the sharcholding interests of the existing
public Shareholders is acceptable,

{4) TFinancial effects of the Domestic Shares Subscription
Effect on the net asset value and debt ratio

With reference to the Interim Report 2014, the unaudited consolidated net.
asset value and the debt ratio (the ratio of total liabilities to total assets) of the
Group as at 30 June 2014 were approximately RMBI1,099.2 million and 48,2%
respectively. As confirmed by the Directors, the Domestic Shares Subscription
would increase the total assets and net asset value of the Group,

It is currently the intention of the Company to apply approximately 20.07% -
or RMB33.00 million (equivalent to approximately HK$104.58 million) of the
proceed to repay part of Group’s short term bank borrowings, the Directors
expected that this would improve the Group’s debt ratio.

Effect on working capital

As confirmed by the Directors, it is currently the intention of the Company
to apply approximately 8.09% or RMB33.45 million (equivalent to approximately
HKS$42.15 million) as additional working capital,

{5) Proposed amendments fo the Articles

As referred to in the Board Leiter, the Board proposed to make certain
amendments to the Articles, to take effect subject to and upon completion of the
Domestic Shares Subscription, in order to reflect the latest registered capital and
shareholding structure of the Company as a result of the issue of the new Domestic
Shares, Taking into account (i) the reasons for and benefits of the Domestic Shares
Subscription; (ii) that the terms of the Domestic Shares Subscription being fair -and- - -
reasonable so far as the Independent Shareholders are-concerned; amd {iii) the proposed——----
amendments to the Articles can reflect the latest registered capital and shareholding
structure of the Company as a result of the issue of the new Domesiic Shares, we ae
of the view that the proposed amendments to the Articles is in the interests of the
Company and the Sharcholders as a whole,

18-




{6) The Whitewash Waiver

As at the Latest Practicable Date, Sample Group and parties acting in concert
with it (including Sample Commerce City, Mr, Sha Min, the chairman and an executive
Director of the Company), own or have control or direction over 67,070,000 Domestic
Shares, representing approximately 29.93% of the entire issued share capital of the
Company, Under tite Takeovers Cude; "Active ‘Golid ' is presumed-to be-a parly -acting i -~
concert with Sample Group as Active Gold holds more than 20% of the entire issued
share capital of the Company. As such; Sample-Group,-Sample Commerce City; M -
Sha Min and Active Gold are parties acting or presumed to be acting in ¢oncert under
the Takeovers Code and the aggregate number of Domestic Shares held by them is
116,615,000, representing approximately 52.04% of the entire issued share capital of
the Company.,

Immediately after the completion of the- Demestic -Shares - Subscriptien -and
assuming no other changes to the issued share capital of the Company, Sample Group
and parties acting or presumed to be acting in concert with it (including Sample
Commerce City, Mr. Sha Min and Active Gold) will hold approximately 66.07% of the
Company’s then entarged issued share capital. Pursuant to Rule 26.1 of the Takeovers

Code, despite the fact that Sample Group and parties acting or presumed to be acting.

LYELEY oRRC
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in concert with it hold in aggregate more than 50% of the entire issued share capital of

the Company, as the shareholding of Sample Group itself will increase from 27.12% to

48.45% as a result of the Domestic Share Subscription; Sample Group-will-be-required- - -
to make a mandatory general offer for all the issued shares of the Company not already

owned or agreed to -be weqguired by-Sample Graup-and pastics-seting-ov-presameddachon. | .
acting in concert with it unless the Whitewash Waiver is obtained from the Executive
pursuant to Notc I on dispensations from Rule 26 of the Takeovers Code,

On 18 November 2014, an application was made on behalf of Sample Group to
the Executive for the granting of the Whitewash Waiver pursuant to-Note I-om -
dispensations from Rule 26 of the Takeovers Code in respect of the-issuc-of the-new-
Domestic Shares - pursuant - to - the-- Domestic - Sharcs - Subscription.  The Executive-has - -
indicated that it will grant the Whitewash Waiver, which if granied, wili be subject o~~~
the approval of the Independent Shareholders taken by way of a poll at the EGM and
ihe Class Meetings, Sample Group and parties -aciing —or presumred to be aciipg-in—
concert with it (including Sample Commerce City, Mr. Sha Min and Active Gold) will

abstain from voting in respect of the resolutions to-appreve the Demcstic-Shares - - - me oo

Subscription, the Domestic Sharcs Subscription Agreement, idie proposed amendments
to the Articles, the specific mandate and the Whitewash Waiver at the EGM and the
Class Meetings. As far as the Directors are aware, currently, save for Sample Group,
Sample Commerce City, Mr. Sha Min and Active Gold, there are no other Shareholders
who are interested or involved in the Domestic Shares Subscuptmn andfor the
Whitewash Waiver,

It i$'tiie of the conditiohs wndeéf the Donigstic Shares Subscription Agreeiment that
the Whitewash Waiver be granted by the Executive and approved by the Independent
Shareholders taken by way of a poll at the EGM and the Class Meetings. If the
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Whitewash Waiver is not granted by the Executive or not approved by the Independent

Sharcholders, the Domestic Shares - Subscription - Agreement - will not- become -~

unconditional and the Domestic Shares Subscription will not proceed,

Based on (i} the reasons for the Domestic Shares Subscription and the proposed

s¢ of -the net proceeds therefrom; (it} the terms of the Domestic Shares Subseription

Agreement being fair and reasonable so far as the Independent Sharcholders are
concerned; and (iii) the level of dilution to the sharcholding interests of the exisiing
public Sharcholders being acceptable, we are of the opinion that the Whitewash Waiver
is in the interests of the Company and the Sharecholders as a whole and is fair and

RECOMMENDATION

Having taken into consideration the factors and reasons stated above, we are of the
opinion that (i) the Domestic Shares Subscription Agreement and the transaction
contemplated therein are on normal commercial terms, fair and reasonable so far as the
Independent Sharcholders are concerned, and in the interests of the Company and the
Shareholders as a whole; (ii) the grant of the specific mandate from the Shareholders to allot
and issue the new Domestic Shares is fairamd reasonabie o Tar as the Comipany and the

Independent Sharcholders are concerned, and in the interests of the Company and the -

Shareholders as a whole; (iii) the proposed amendments to the Articles is fair and reasonable

so far as the Independent Sharcholders are concerned; in-the intcrests of -the Company-and-— - -

the Shareholders as a whole; and-(iv)-the-Whitewash Watver is-fair and reasonable-so-far-as
the Independent Shareholders are concerned and is in the interests of the Company and the
Shareholders as a whole. Accordingly, we recommend the Independent Shareholders, as well

as the Independent Board Comumittees to advise the Independent Sharcholders;te- vote in-

favour of the relevant resolutions to be proposed at the EGM and Class Meetings to approve
the Domestic Shares Subscripiion, Domestic Slures - Subscripiion -Agreenient, —ithe -specific
mandate, the proposed amendments to the Articles and the Whitewash Waiver and the

transactions.contemplated therein.. ... ...

Yours faithfully,
For and on behalf of
Messis Capital Limited

Robert Sin
Managing Director

Mr. Robert Siu is a licensed person registered with the SFC and regarded as a
responsible officer of Messis Capital Limited to carry out type 1 {dealing in securities) and
type 6 {advising on corporate finance) regulated activities under the SFO and has over 15
years of experience in corporate finance industry,
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