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

Sino-i Technology South Sea Holding
Limited Company Limited

(Incorporated in Hong Kong with limited liability) (Incorporated in Bermuda with limited liability)

JOINT ANNOUNCEMENT

CONNECTED TRANSACTIONS
OF SINO-I AND SOUTH SEA

INVOLVING THE SUBSCRIPTION OF SOUTH SEA NOTES
BY SINO-I’S WHOLLY OWNED SUBSIDIARY

MAJOR TRANSACTION
OF SINO-I

INVOLVING THE CAPITAL REDUCTION AND THE DISTRIBUTION

MAJOR AND CONNECTED TRANSACTION
OF SOUTH SEA

INVOLVING THE ACQUISITION BY SOUTH SEA
OF NEW SINO-I SHARES

AND

APPLICATION FOR WAIVERS OF GENERAL OFFER
OBLIGATIONS UNDER THE CODE

The directors of Sino-i and South Sea jointly announce that:

(1) On 29 December 2003, Robina, a wholly owned subsidiary of Sino-i, and South Sea entered into the
Subscription Agreement under which South Sea agreed to issue and Robina agreed to subscribe for the South
Sea Notes in an aggregate principal amount of HK$200,000,000. The South Sea Notes are convertible into a
total of 11,111,111,111 South Sea Shares at an initial conversion price of HK$0.018 each (subject to
adjustments). These Conversion Shares represent about 37.12% of the existing issued share capital of South
Sea and about 27.07% of its issued share capital as enlarged by the Conversion Shares. The initial conversion
price of HK$0.018 per South Sea Share represents a premium of 20% to the closing price of HK$0.015 per
South Sea Share as quoted on the Stock Exchange on 24 December 2003, being the last trading day before the
date of the Subscription Agreement; a premium of approximately 25.87% to the average closing price of
HK$0.0143 per South Sea Share as quoted on the Stock Exchange for the last 10 trading days up to and
including 24 December 2003; and a premium of approximately 26.76% to the average closing price of
HK$0.0142 per South Sea Share as quoted on the Stock Exchange for the last 30 trading days up to and
including 24 December 2003.

Mr. Yu has informed Sino-i that he intends to exercise the right granted to him under the Placing and
Underwriting Agreement on 4 April 2002 to require Sino-i to issue new Sino-i Notes in an aggregate principal
amount of HK$200,000,000 and will procure the full conversion of all such notes into Sino-i Shares. (Details
relating to this right are disclosed in the circulars of Sino-i dated 29 April 2002 and 18 August 2003, and are
elaborated in the paragraph headed “Share capital of Sino-i” under the section headed “Capital Reduction” in
this announcement.) Apart from these new Sino-i Notes, Sino-i also has in issue Sino-i Notes in an aggregate
principal amount of HK$200,000,000 which remain outstanding as at the date of this announcement. (Details
relating to these existing Sino-i Notes are set out in the paragraph headed “Share capital of Sino-i” under the
section headed “Capital Reduction” in this announcement.) Upon full conversion of the new Sino-i Notes to be
issued to Mr. Yu as well as full conversion of all existing and outstanding Sino-i Notes, the interests of Mr. Yu
and his associates in Sino-i will be increased from approximately 42.15% to 43.73%.

Sino-i intends to use the proceeds of HK$200,000,000 from the issue of such new Sino-i Notes to fund the
consideration of the same amount payable by Robina for its subscription of the South Sea Notes. The proceeds
of HK$200,000,000 received by South Sea from the issue of the South Sea Notes are intended to be wholly
used towards discharging the outstanding indebtedness in an amount of about HK$210,000,000 owing by South
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Sea to Power Ocean Investments Limited, which will become due and payable by South Sea on 31 December
2003. The repayment of the remaining HK$10,000,000 of such indebtedness is expected to be funded from the
internal resources of South Sea. South Sea is in negotiation with Power Ocean Investments Limited for an
extension of the repayment date for such debt. Power Ocean Investments Limited, together with its ultimate
benef icial owner, are independent third parties not connected with any of the directors, chief executive and
substantial shareholders of South Sea or its subsidiaries or their respective associates.

(2) The directors of Sino-i propose to implement:

(a) the Capital Reduction which will involve (i) adjusting the nominal value of the Sino-i Shares by cancelling
paid up capital to the extent of HK$0.09 on each of the issued Sino-i Shares and reducing the nominal
value of all issued and unissued Sino-i Shares from HK$0.10 to HK$0.01; and (ii) reducing the share
premium account of Sino-i by an amount of HK$433,541,062.55; and

(b) the Distribution which will involve applying the credit arising from the Capital Reduction to effect a
distribution of substantially all of the South Sea Shares then held by Sino-i’s wholly owned subsidiaries to
the Qualifying Shareholders pro rata to their shareholding interests in Sino-i held on the Record Date. Any
South Sea Shares not distributed will be disposed of in the market by a brokerage to be appointed by Sino-
i and the proceeds from such disposal will be retained for the benefit of Sino-i.

(3) On 29 December 2003, South Sea and the Vendors (who are collectively the controlling shareholders of Sino-i)
entered into the Sale and Purchase Agreement under which South Sea agreed to acquire from the Vendors a
total of 12,515,795,316 New Sino-i Shares at a consideration of HK$976,334,238, representing a price of
approximately HK$0.078 each. The Sale Shares will represent about 62.85% of Sino-i’s enlarged issued share
capital following the conversion of the Sino-i Notes in issue and to be issued (details of which are set out in the
paragraph headed “Share capital of Sino-i” under the section headed “Capital Reduction” below). The Sale
Shares will also represent substantially all of the 13,715,325,316 Sino-i Shares held by the Vendors and their
respective associates after conversion of all such Sino-i Notes. Following completion of the Sale and Purchase
Agreement, the shareholding interests in Sino-i held by the Vendors and their respective associates will be
reduced from about 68.87% to about 6.02%.

The price of approximately HK$0.078 per Sale Share represents a discount of about 67.5% to the closing price
per Sino-i Share of HK$0.24 as quoted on the Stock Exchange on 24 December 2003, being the last trading day
prior to the date of the Sale and Purchase Agreement; a discount of about 61.27% to HK$0.2014, being the
average closing price per Sino-i Share as quoted on the Stock Exchange for the ten trading days up to and
including 24 December 2003; a discount of about 59.71% to HK$0.1936, being the average closing price per
Sino-i Share as quoted on the Stock Exchange for the thirty trading days up to and including 24 December
2003; and a discount of approximately 58.95% to the audited consolidated net asset value of approximately
HK$0.19 per Sino-i Share as recorded in the latest audited consolidated accounts of Sino-i for the year ended
31 March 2003.

Based on the closing price of HK$0.24 per Sino-i Share as quoted on the Stock Exchange on 24 December
2003, the current market value for the Sale Shares amounts to HK$3,003,790,875.84. The consideration for the
Sale Shares was, however, determined after arm’s length negotiations between the parties and is equivalent to
about 62.85% of the unaudited adjusted consolidated net asset value of the Sino-i Group of about
HK$1,553,494,000 which is prepared based on the audited consolidated net asset value of Sino-i as at 31
March 2003 and adjusted to take account of the effects of (i) the conversion in full of convertible loan note of
Sino-i in an aggregate principal amount of HK$200,000,000 by Empire Gate Industrial Limited on 25 June
2003; (ii) the full conversion of all Sino-i Notes in issue and to be issued in an aggregate principal amount of
HK$400,000,000 proposed to be effected prior to the Capital Reduction as mentioned in the section headed
“Share capital of Sino-i” below; and (iii) the Distribution.

Half of the consideration will be satisf ied by an issue of 27,120,395,500 Consideration Shares at a price of
HK$0.018 each to the Vendors upon Completion. The Consideration Shares represent about 90.61% of the
existing issued share capital of South Sea, about 66.08% of its enlarged issued share capital following full
conversion of the South Sea Notes and about 39.79% of its enlarged issued share capital following full
conversion of the South Sea Notes and issue of the Consideration Shares. The issue price of HK$0.018 per
Consideration Share represents a premium of 20% to the closing price per South Sea Share of HK$0.015 as
quoted on the Stock Exchange on 24 December 2003, being the last trading day prior to the date of the Sale and
Purchase Agreement; a premium of about 25.87% to HK$0.0143, being the average closing price per South Sea
Share as quoted on the Stock Exchange for the ten trading days up to and including 24 December 2003; a
premium of about 26.76% to HK$0.0142, being the average closing price per South Sea Share as quoted on the
Stock Exchange for the thirty trading days up to and including 24 December 2003; and a discount of about
77.22% to the audited consolidated net asset value of approximately HK$0.079 per South Sea Share as
recorded in the latest audited consolidated accounts of South Sea for the year ended 31 March 2003. Based on
the closing price of HK$0.015 per South Sea Share as quoted on the Stock Exchange on 24 December 2003, the
current market value for the Consideration Shares amounts to HK$406,805,932.50.

The remaining half of the consideration will, subject to adjustments described in the paragraph headed
“Adjustment” in the section headed “Acquisition of New Sino-i Shares” below, be satisf ied by cash payments
totalling HK$488,167,119 to the Vendors on the date falling 60 months after the date of Completion or such
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later date as may be agreed among the Vendors and South Sea. South Sea intends to dispose of certain
properties of the South Sea Group prior to the due date for the making of such cash payments and utilise the
proceeds from such disposal towards funding these cash payments.

Completion of each of the Subscription Agreement, the Capital Reduction, the Distribution and the Sale and
Purchase Agreement is conditional on the fulf ilment of certain conditions described respectively in the sections
headed “Conditions of Subscription Agreement”, “Conditions of Capital Reduction and Distribution” and
“Conditions of Sale and Purchase Agreement” below. These conditions include, amongst others, approval by the
independent shareholders of Sino-i for the Subscription Agreement and approval by the independent shareholders of
South Sea for the Subscription Agreement and the Sale and Purchase Agreement. Completion of the Capital
Reduction and the Distribution is also conditional on, amongst others, the Subscription Agreement having been
completed and the South Sea Notes having been converted in full into South Sea Shares. Completion of the Sale and
Purchase Agreement is subject to, amongst others, the completion of the Subscription Agreement, the Capital
Reduction and the Distribution.

Completion of the Distribution is also conditional on, amongst others, the Executive granting a waiver of any
obligation under Rule 26 of the Code on the part of Mr. Yu, CITIC and parties acting in concert with them to make a
general offer for South Sea Shares as a result of the Distribution being made. Mr. Yu and CITIC have confirmed that
they will not waive this condition precedent for the Distribution. Accordingly, if the Executive does not grant this
waiver, the Distribution will not proceed.

Completion of the Sale and Purchase Agreement is also conditional on, amongst others, the Executive granting
waivers of any obligation under Rule 26 of the Code on the part of (a) the Vendors and parties acting in concert with
them to make a general offer for South Sea Shares; and (b) South Sea and parties acting in concert with it to make a
general offer for New Sino-i Shares, as a result of the Sale and Purchase Agreement being completed. South Sea and
the Vendors have conf irmed that they will not waive this condition precedent under the Sale and Purchase
Agreement. Accordingly, if the Executive does not grant these waivers, the transactions contemplated under the Sale
and Purchase Agreement will not proceed.

Shareholders and investors are reminded that the transactions contemplated under each of the Subscription
Agreement, the Capital Reduction, the Distribution and the Sale and Purchase Agreement are conditional on
the fulf ilment of certain conditions and, accordingly, may or may not proceed and are advised to exercise
caution when dealing in Sino-i Shares or South Sea Shares.

Sino-i

Mr. Yu, CITIC and their respective associates are collectively the controlling shareholders of Sino-i currently
interested in about 57.36% of Sino-i’s issued share capital. Sino-i is the holding company of South Sea currently
interested in about 67.71% of South Sea’s issued share capital. Apart from Sino-i’s interest in South Sea, no other
connected person of Sino-i holds any South Sea Shares.

Since Mr. Yu, an executive director of both Sino-i and South Sea, and companies controlled by him are collectively
interested in over 30% of the voting powers at general meetings of Sino-i and South Sea is a subsidiary of Sino-i,
South Sea is taken to be an associate of Mr. Yu and therefore a connected person of Sino-i for the purposes of the
Listing Rules. Accordingly, the transactions contemplated under the Subscription Agreement constitute connected
transactions for Sino-i under the Listing Rules and will be subject to the approval of the independent shareholders of
Sino-i at an extraordinary general meeting to be convened. Mr. Yu, CITIC and their respective associates will abstain
from voting on the resolution to approve the Subscription Agreement.

The Distribution constitutes a major transaction for Sino-i under the Listing Rules. The Capital Reduction and the
Distribution will be subject to, amongst others, the passing of special resolutions by the shareholders of Sino-i at an
extraordinary general meeting to be convened.

South Sea

Robina is a wholly owned subsidiary of Sino-i currently interested in about 1.34% of South Sea’s issued share
capital. Sino-i, through Robina and two of Sino-i’s wholly owned subsidiaries, is the holding company of South Sea
currently interested in about 67.71% of South Sea’s issued share capital. The Vendors and their respective associates
are collectively the majority shareholders of Sino-i. Through their interests in Sino-i, the Vendors and their
respective associates can control the exercise of over 10% of the voting powers at general meetings of South Sea.
They are therefore collectively a substantial shareholder of South Sea and connected persons of South Sea for the
purposes of the Listing Rules.

Since Robina is an associate of Sino-i which is a substantial shareholder of South Sea and Robina is therefore a
connected person of South Sea, the transactions contemplated under the Subscription Agreement constitute
connected transactions for South Sea under the Listing Rules. Since the Vendors are connected persons of South Sea
by reason of the relationship described above, the transactions contemplated under the Sale and Purchase Agreement
constitute major and connected transactions for South Sea under the Listing Rules. As the Sale Shares to be acquired
by South Sea under the Sale and Purchase Agreement are, or would be, all listed on the Stock Exchange, the Sale
and Purchase Agreement does not constitute a very substantial acquisition for South Sea under Rule 14.06 of the
Listing Rules. The transactions under the Subscription Agreement and the Sale and Purchase Agreement will be
subject to the approval of the independent shareholders of South Sea at a special general meeting to be convened.
Sino-i and its associates will abstain from voting on the resolution to approve the Subscription Agreement and the
Sale and Purchase Agreement.
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Circulars of Sino-i and South Sea containing, among other things, details of the above transactions together with
notices convening their respective general meetings will be despatched to their shareholders as soon as possible.

Trading in the shares in Sino-i and South Sea was suspended at the requests of Sino-i and South Sea with effect
from 9:30 a.m. on 29 December 2003 pending the release of this announcement. Applications have been made to the
Stock Exchange for a resumption of trading in the shares in Sino-i and South Sea with effect from 9:30 a.m. on 30
December 2003.

1. SUBSCRIPTION OF SOUTH SEA NOTES

Subscription Agreement

Date: 29 December 2003

Parties

Subscriber: Robina, a wholly owned subsidiary of Sino-i currently interested in approximately 1.34% of South
Sea’s issued share capital. Sino-i, through Robina and two other wholly owned subsidiaries of Sino-i,
holds a controlling interest of approximately 67.71% in South Sea.

Issuer: South Sea

Principal provisions of the Subscription Agreement

1. South Sea has agreed to issue to Robina the South Sea Notes in an aggregate principal amount of
HK$200,000,000 on completion of the Subscription Agreement.

2. The South Sea Notes will be issued to Robina at a consideration equal to the aggregate principal amount of the
Notes, payable in cash on completion of the Subscription Agreement.

Conditions of Subscription Agreement

Completion of the Subscription Agreement is conditional upon:

1. the passing by Sino-i Shareholders (other than Mr. Yu, CITIC and their respective associates) in general meeting
of the necessary resolutions approving the Subscription Agreement and the transactions contemplated in or
incidental to the Subscription Agreement and the implementation thereof in accordance with the Listing Rules;

2. the passing by South Sea Shareholders (other than Sino-i and its associates) in general meeting of the necessary
resolutions approving the Subscription Agreement, the issue of the South Sea Notes and the Conversion Shares,
all other transactions contemplated in or incidental to the Subscription Agreement and the implementation
thereof in accordance with the Listing Rules;

3. if required, the Bermuda Monetary Authority having granted its permission for the issue and free transferability
of the South Sea Notes and the Conversion Shares; and

4. the Stock Exchange granting listing of and permission to deal in the Conversion Shares which may fall to be
issued on conversion in full of the South Sea Notes (either unconditionally or subject to conditions to which
South Sea does not reasonably object).

If these conditions are not fulf illed by the date falling 90 days from the date of the Subscription Agreement (i.e. 28
March 2004) or such other date as the parties may agree, the Subscription Agreement will lapse and no party will
have any claim against the other save in respect of any antecedent breaches.

Completion

Completion of the Subscription Agreement is expected to take place on the day that the conditions specif ied above
are fulfilled or such other date as Robina and South Sea may agree.

Principal Terms of the Notes

1. The principal amount outstanding under the South Sea Notes will bear interest at the rate of 1% per annum
payable quarterly in arrears commencing three months after the date of issue of the South Sea Notes and will,
unless previously converted, be repaid by South Sea to the holder of such notes on the maturity date, which is
the date falling 12 months from the date of issue of the South Sea Notes.

2. A holder of the South Sea Notes may convert all or any part of the principal amount outstanding under the notes
into South Sea Shares at an initial conversion price of HK$0.018 (subject to adjustments) at any time from the
business day after the date of issue of the notes up to and including the business day before the maturity date. In
order to allow South Sea to opt for the settlement of the outstanding indebtedness under the South Sea Notes by
way of South Sea Shares instead of by cash, South Sea may also require a holder of the notes to convert all or
any part of the outstanding principal amount under the notes into South Sea Shares at any time during that
period and on terms described above.

3. All Conversion Shares will be issued free from all claims, charges, lien, encumbrances and equities and be
identical and will rank pari passu in all respects with the South Sea Shares then in issue.

4. A holder of the South Sea Notes will not be entitled to attend or vote at any general meetings of South Sea by
reason only of it being the holder of such notes.
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5. No application will be made for the listing of or permission to deal in any of the South Sea Notes on the Stock
Exchange or any other stock exchange and none of these notes may be assigned or transferred unless with the
prior approval of South Sea and, if so required, the Stock Exchange.

The Conversion Shares

Robina has confirmed to South Sea that, if the South Sea Notes are issued, it will convert the entire principal amount
under these notes into South Sea Shares prior to the Distribution (details of which are described below).

If the entire principal amount of the South Sea Notes is converted at the initial conversion price of HK$0.018 per
South Sea Share, a total number of 11,111,111,111 South Sea Shares will fall to be issued. These Conversion Shares
represent approximately 37.12% of the existing issued share capital of South Sea and approximately 27.07% of the
issued share capital of South Sea as enlarged by the Conversion Shares.

The initial conversion price of HK$0.018 per South Sea Share was determined after arm’s length negotiation between
Robina and South Sea. This price represents a premium of 20% to the closing price of HK$0.015 per South Sea Share
as quoted on the Stock Exchange on 24 December 2003, being the last trading day before the date of the Subscription
Agreement; a premium of approximately 25.87% to the average closing price of HK$0.0143 per South Sea Share as
quoted on the Stock Exchange for the last 10 trading days up to and including 24 December 2003; a premium of
approximately 26.76% to the average closing price of HK$0.0142 per South Sea Share as quoted on the Stock
Exchange for the last 30 trading days up to and including 24 December 2003; and a discount of approximately
77.22% to the audited consolidated net asset value of approximately HK$0.079 per South Sea Share as recorded in
the latest audited consolidated accounts of South Sea for the year ended 31 March 2003. Although the initial
conversion price of HK$0.018 per South Sea Share represents a substantial discount to the audited consolidated net
asset value of HK$0.079 per South Sea Share, it only represents a slight premium of 20% to the closing price of
HK$0.015 per South Sea Share as quoted on the Stock Exchange on 24 December 2003. As such, the executive
directors of both Sino-i and South Sea believe that the initial conversion price of HK$0.018, which has been
determined after arm’s length negotiation between Robina and South Sea, is fair and reasonable from the perspective
of Sino-i and South Sea respectively.

Application will be made by South Sea to the Stock Exchange for the listing of, and permission to deal in, the
Conversion Shares.

Shareholding Structures of South Sea

The shareholding structures of South Sea before and after conversion in full of the South Sea Notes at a conversion
price of HK$0.018 are illustrated below:

Shareholding
structure after full

Existing conversion of the
shareholding  South Sea Notes

Name of shareholders No. of shares % No. of shares %

Victorious Limited (Note) 11,976,270,000 40.01% 11,976,270,000 29.18%

Robina Profits Limited (Note) 400,000,000 1.34% 11,511,111,111 28.05%

Ko Tact Limited (Note) 7,890,450,000 26.36% 7,890,450,000 19.22%

Sub-total held by Sino-i’s wholly
owned subsidiaries 20,266,720,000 67.71% 31,377,831,111 76.45%

Public 9,665,084,183 32.29% 9,665,084,183 23.55%

Total issued share capital: 29,931,804,183 100.00% 41,042,915,294 100.00%

Note: Victorious Limited, Robina Profits Limited and Ko Tact Limited are all wholly owned subsidiaries of Sino-i.

Upon full conversion of the South Sea Notes, the aggregate shareholding interests in South Sea held by Sino-i’s
wholly owned subsidiaries will be increased from approximately 67.71% to approximately 76.45% and the interests
in South Sea held by the public will be diluted from approximately 32.29% to approximately 23.55%.

Immediately following the issue and conversion of the South Sea Notes, the directors of Sino-i propose to implement
the Distribution such that a total of 31,377,293,883 South Sea Shares, representing substantially all of the
31,377,831,111 South Sea Shares then held by Sino-i’s wholly owned subsidiaries (including the Conversion Shares
to be issued to Robina), will be distributed to the Qualifying Shareholders pro rata to their respective shareholding
interests in Sino-i. (Details of the Distribution, including the proposed arrangement concerning the remaining
537,228 South Sea Shares indirectly held by Sino-i which will not be distributed to Qualifying Shareholders, are set
out in the section headed “Distribution” below.) Following completion of the Distribution, it is expected that those
South Sea Shares held by the public will amount to 19,432,511,499 in number and will represent about 47.35% of the
then issued share capital of South Sea and the public float requirement in respect of the South Sea Shares will be
restored in compliance with the Listing Rules.
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It is the intention of Sino-i to maintain the listing status of South Sea. In the event that the Distribution is not
completed following full conversion of the South Sea Notes, Sino-i intends to procure its wholly owned subsidiaries
to place out their respective interests in South Sea and/or procure South Sea to issue new shares to the public to
restore the public float requirement for the South Sea Shares. The directors of Sino-i and South Sea will jointly and
severally undertake to the Stock Exchange that, if the Distribution is not approved or otherwise completed following
full conversion of the South Sea Notes, they will take appropriate steps as soon as practicable to ensure that not less
than 25% of the then issued share capital of South Sea will be held by the public within one month following full
conversion of the South Sea Notes or such longer period as may be permitted by the Stock Exchange.

The Stock Exchange has stated that, in the event that less than 25% of the South Sea Shares are in public
hands following full conversion of the South Sea Notes, it will closely monitor trading in the South Sea Shares.
If the Stock Exchange believes that a false market exists or may exist in the trading of the South Sea Shares or
there are insuff icient South Sea Shares in public hands to maintain an orderly market, it will consider
exercising its discretion to suspend dealings in the South Sea Shares. Shareholders and investors are advised to
exercise caution when dealing in the South Sea Shares.

Source of funding and use of proceeds

Mr. Yu has informed Sino-i that he intends to exercise the right granted to him under the Placing and Underwriting
Agreement on 4 April 2002 to require Sino-i to issue new Sino-i Notes in an aggregate principal amount of
HK$200,000,000 and will procure the full conversion of all such notes into Sino-i Shares. (Details relating to this
right are disclosed in the circulars of Sino-i dated 29 April 2002 and 18 August 2003, and are elaborated in the
paragraph headed “Share capital of Sino-i” under the section headed “Capital Reduction” in this announcement.)
Apart from these new Sino-i Notes, Sino-i also has in issue Sino-i Notes in an aggregate principal amount of
HK$200,000,000 which remain outstanding as at the date of this announcement. (Details relating to these existing
Sino-i Notes are set out in the paragraph headed “Share capital of Sino-i” under the section headed “Capital
Reduction” in this announcement.) Upon full conversion of the new Sino-i Notes to be issued to Mr. Yu as well as full
conversion of all existing and outstanding Sino-i Notes, the interests of Mr. Yu and his associates in Sino-i will be
increased from approximately 42.15% to 43.73%.

Sino-i intends to use the proceeds of HK$200,000,000 from the issue of such new Sino-i Notes to fund the
consideration of the same amount payable by Robina for its subscription of the South Sea Notes. The proceeds of
HK$200,000,000 received by South Sea from the issue of the South Sea Notes are intended to be wholly used towards
discharging the outstanding indebtedness in an amount of about HK$210,000,000 owing by South Sea to Power
Ocean Investments Limited, which will become due and payable by South Sea on 31 December 2003. The repayment
of the remaining HK$10,000,000 of such indebtedness is expected to be funded from the internal resources of South
Sea. South Sea is in negotiation with Power Ocean Investments Limited for an extension of the repayment date for
such debt. Power Ocean Investments Limited, together with its ultimate benef icial owner, are independent third
parties not connected with any of the directors, chief executive and substantial shareholders of South Sea or its
subsidiaries or their respective associates.

2. DISTRIBUTION OF ASSETS TO SINO-I SHAREHOLDERS

Capital Reduction

The Proposal for Capital Reduction

The directors of Sino-i intend to put forward a proposal to the Sino-i Shareholders to effect the Capital Reduction,
the completion of which is conditional on the fulf ilment of those conditions described in the section headed
“Conditions of Capital Reduction and Distribution” below. In particular, the Capital Reduction will not be effected
unless the Subscription Agreement is completed and all South Sea Notes are issued and converted in full.

The Capital Reduction will involve:

(a) the adjustment of the nominal value of the Sino-i Shares by cancelling paid up capital to the extent of HK$0.09
on each of the issued Sino-i Shares and by reducing the nominal value of all issued and unissued Sino-i Shares
from HK$0.10 to HK$ 0.01; and

(b) the reduction of the balance standing to the credit of the share premium account of Sino-i by an amount of
HK$433,541,062.55.

Share capital of Sino-i

The existing authorised share capital of Sino-i is HK$3,000,000,000 divided into 30,000,000,000 shares of HK$0.10
each, of which 15,914,504,877 Sino-i Shares have been issued and are credited as fully paid up.

As at the date of this announcement, Sino-i Notes in an aggregate principal amount of HK$200,000,000 remain
outstanding. These Sino-i Notes had been issued pursuant to the Placing and Underwriting Agreement at a
consideration equal to their aggregate principal amount and are convertible into Sino-i Shares at an initial conversion
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price of HK$0.10 each (subject to adjustments). (Details relating to the Placing and Underwriting Agreement and the
Sino-i Notes have been disclosed in the announcement of Sino-i dated 4 April 2002 and in its circular dated 29 April
2002.) Out of all these Sino-i Notes, HK$20,000,000 Sino-i Notes are currently held by The Ka Wah Five Arrows
China Hong Kong Fund Limited, an associate of CITIC and a party presumed to be acting in concert with CITIC
under the Code. The remaining HK$180,000,000 outstanding Sino-i Notes are held by Procare Group Limited, a
company wholly owned by Mr. Chen Peng Jing. Mr. Chen Peng Jing and Procare Group Limited are not acting in
concert with any of Mr. Yu, CITIC and parties acting in concert with them, and are not connected with any of the
directors, chief executive and substantial shareholders of Sino-i or its subsidiaries or their respective associates.

Pursuant to the Placing and Underwriting Agreement, Mr. Yu has the right to require Sino-i to issue Sino-i Notes of
up to an additional principal amount of HK$200,000,000 at a consideration equal to the principal amount under these
notes for subscription by independent investors or by himself or one or more of his associates. These Sino-i Notes,
following their issue, will be convertible into Sino-i Shares at an initial conversion price of HK$0.10 each (subject to
adjustments). (Details relating to the right granted to Mr. Yu in respect of these Sino-i Notes have been disclosed in
the announcements of Sino-i dated 4 April 2002, 28 March 2003 and 4 July 2003 circulars of Sino-i dated 29 April
2002 and 18 August 2003.) Apart from the Sino-i Notes in issue and issuable as mentioned above, Sino-i has no
outstanding options, warrants or other securities convertible into or giving rights to subscribe for Sino-i Shares.

The Ka Wah Five Arrows China Hong Kong Fund Limited and Procare Group Limited, being holders of the existing
outstanding HK$200,000,000 Sino-i Notes, have confirmed to Sino-i that they will fully convert their Sino-i Notes into
Sino-i Shares prior to the implementation of the Capital Reduction. Mr. Yu has also informed Sino-i that he will exercise
his right to require Sino-i to issue Sino-i Notes in an aggregate principal amount of HK$200,000,000 and will procure
the full conversion of all such notes into Sino-i Shares prior to the implementation of the Capital Reduction. Once all of
the Sino-i Notes in issue and to be issued are converted into Sino-i Shares at a conversion price of HK$0.10 each,
4,000,000,000 Sino-i Shares will fall to be issued and the issued share capital of Sino-i will be increased to
19,914,504,877 Sino-i Shares, all of which will be credited as fully paid up.

The shareholding structures of Sino-i before and after full conversion of all such Sino-i Notes are illustrated below.

Shareholding
structures after full

conversion of all
Existing Sino-i Notes in issue

shareholding  and to be issued
Name of shareholders No. of shares % No. of shares %

Redmap Resources Limited # (Note 1) 50,000,000 0.32% 50,000,000 0.25%

Rosewood Assets Limited # (Note 2) 1,698,333,000 10.67% 1,698,333,000 8.53%

Pippen Limited # (Note 2) 3,959,992,316 24.88% 3,959,992,316 19.89%

First Best Assets Limited # (Note 2) 0 0.00% 2,000,000,000 10.04%

Sub-total held by Mr. Yu and his associates
(other than Macro Resources Limited) # 5,708,325,316 35.87% 7,708,325,316 38.71%

Macro Resources Limited # (Note 3) 1,000,000,000 6.28% 1,000,000,000 5.02%

Staverley Assets Limited # (Note 4) 1,307,470,000 8.22% 1,307,470,000 6.57%

中信信息科技投資有限公司
(CITIC Information Technology
Investment Company Limited) # (Note 4) 550,000,000 3.46% 550,000,000 2.76%

CITIC Capital Markets Limited # (Note 5) 383,900,000 2.41% 383,900,000 1.93%

Sun Success International Limited # (Note 5) 178,290,000 1.12% 178,290,000 0.90%

The Ka Wah Five Arrows China
Hong Kong Fund Limited # (Note 6) 0 0.00% 200,000,000 1.00%

Sub-total held by CITIC and its associates
(other than Macro Resources Limited) # 2,419,660,000 15.21% 2,619,660,000 13.16%

Yiu Kin Wai # (Note 7) 8,220,000 0.05% 8,220,000 0.04%

New Dorset Development Limited # (Note 7) 379,120,000 2.38% 379,120,000 1.90%

Empire Gate Industrial Limited # (Note 7) 2,000,000,000 12.57% 2,000,000,000 10.04%

Sub-total held by Yiu Kin Wai and his associates # 2,387,340,000 15.00% 2,387,340,000 11.98%
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Sub-total held by Mr. Yu,  CITIC, Yiu Kin Wai
and their concert parties # 11,515,325,316 72.36% 13,715,325,316 68.87%

Chen Peng Jing (Note 8) 5,000,000 0.03% 5,000,000 0.02%

Procare Group Limited (Note 8) 0 0.00% 1,800,000,000 9.04%

Other public shareholders 4,394,179,561 27.61% 4,394,179,561 22.07%

Sub-total held by public 4,399,179,561 27.64% 6,199,179,561 31.13%

Total issued share capital: 15,914,504,877 100.00% 19,914,504,877 100.00%

# These persons are parties acting in concert with each other for the purposes of the Code.

Notes:

1. Redmap Resources Limited is a company wholly owned by Ms. Kung Ai Ming, the spouse of Mr. Yu.

2. These are all companies ultimately wholly owned by Mr. Yu. Upon Mr. Yu’s exercise of his right to require Sino-i to issue new Sino-i
Notes in a total principal amount of HK$200,000,000, First Best Assets Limited will become the holder of such notes which are
convertible into a total of 2,000,000,000 Sino-i Shares at a conversion price of HK$0.10 each.

3. Macro Resources Limited is a company indirectly held as to 60% and 40% by Mr. Yu and CITIC respectively.

4. These companies are wholly owned subsidiaries of CITIC.

5. These companies are wholly owned subsidiaries of CITIC Capital Market Holdings Limited, a company as to 50% of which is
collectively held by CITIC and its non wholly-owned subsidiary and as to the remaining 50% of which is held by an associated
company of CITIC.

6. This is an associate of CITIC in which CITIC and its non wholly-owned subsidiary hold over 30%. The Ka Wah Five Arrows China
Hong Kong Limited is the holder of existing outstanding Sino-i Notes in a total principal amount of HK$20,000,000 which are
convertible into a total of 200,000,000 Sino-i Shares at a conversion price of HK$0.10 each.

7. New Dorset Development Limited and Empire Gate Industrial Limited are companies wholly owned by Mr. Yiu Kin Wai.

8. Procare Group Limited is a company wholly owned by Mr. Chen Peng Jing. Procare Group Limited is the holder of existing
outstanding Sino-i Notes in a total principal amount of HK$180,000,000 which are convertible into a total of 1,800,000,000 Sino-i
Shares at a conversion price of HK$0.10 each. Mr. Chen Peng Jing and Procare Group Limited are not acting in concert with any of
Mr. Yu, CITIC and parties acting in concert with them, and are not connected with any of the directors, chief executive and
substantial shareholders of Sino-i or its subsidiaries or their respective associates.

Effects of Capital Reduction

The amount standing to the credit of Sino-i’s share premium account as at 31 March 2003 was HK$472,735,499.93.
As described in paragraph (b) under the section headed “Proposal for Capital Reduction” above, the Capital
Reduction will involve the balance in the share premium account being reduced by an amount of HK$433,541,062.55
so that a credit of that same amount will arise following such a reduction. On the basis of 19,914,504,877 Sino-i
Shares in issue immediately prior to the Capital Reduction, an additional credit of HK$1,792,305,438.93 will arise as
a result of the cancellation of paid up capital to the extent of HK$0.09 on each of the Sino-i Shares as described in
paragraph (a) under the section headed “Proposal for Capital Reduction” above. The total credit arising from the
Capital Reduction will therefore amount to HK$2,225,846,501.48. The directors of Sino-i propose to utilise the full
amount of the credit arising from the Capital Reduction towards effecting the Distribution (details of which are set
out below).

Upon the Capital Reduction becoming effective and on the basis of 19,914,504,877 Sino-i Shares in issue at that
time, the authorised share capital of Sino-i will be HK$300,000,000 divided into 30,000,000,000 shares of HK$0.01
each and its issued share capital will be HK$199,145,048.77 divided into 19,914,504,877 New Sino-i Shares of
HK$0.01 each.

Other than the expenses to be incurred in relation to the Capital Reduction itself, the implementation of the Capital
Reduction will not, in itself, alter the underlying assets, business operations, management or f inancial position of
Sino-i or affect the proportionate interests of the Sino-i Shareholders. However, the Capital Reduction and the
Distribution will, together, involve the repayment to Sino-i Shareholders of paid up capital of Sino-i and, following
the Distribution, members of the South Sea Group will no longer form part of Sino-i and its subsidiaries. Further
details relating to the Distribution are set out in the section headed “Distribution” below.

Effective date of Capital Reduction

Subject to the fulf ilment of the conditions described in the section headed “Conditions of Capital Reduction and
Distribution” below, the Capital Reduction will become effective upon the registration of an order of the Court and
the minutes as required under section 61 of the Companies Ordinance. Further announcement will be made
containing details on the effective date of the Capital Reduction and arrangements for the free exchange of
certif icates for the New Sino-i Shares upon the Capital Reduction becoming effective.

An application will be made to the Listing Committee of the Stock Exchange for the listing of, and permission to
deal in, the New Sino-i Shares.
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Distribution

Sino-i’s interest in South Sea

Sino-i, through its wholly owned subsidiaries, is currently interested in 20,266,720,000 South Sea Shares,
representing approximately 67.71% of the total issued share capital of South Sea. If the Subscription Agreement
becomes unconditional and is completed, Robina will convert the South Sea Notes issued to it into a total of
11,111,111,111 South Sea Shares. Sino-i’s indirect interest in South Sea will be increased to 31,377,831,111 South
Sea Shares, representing approximately 76.45% of South Sea’s issued share capital as enlarged by the Conversion
Shares.

Basis for Distribution

The directors of Sino-i propose to implement the Distribution immediately following completion of the Capital
Reduction. The Distribution will involve Sino-i applying the credit arising from the Capital Reduction to effect a
distribution of substantially all of the South Sea Shares then held by Sino-i’s wholly owned subsidiaries. Accordingly,
the Capital Reduction and the Distribution will involve the repayment to Sino-i Shareholders of paid up capital of
Sino-i and are conditional on the satisfaction of those conditions described in the section headed “Conditions of
Capital Reduction and Distribution” below. In particular, the Capital Reduction and Distribution will not be effected
unless the Subscription Agreement is completed and all South Sea Notes are issued and converted in full.

The Distribution is proposed to be made to the Qualifying Shareholders on the following basis:

15,756 South Sea Shares for every 10,000 Sino-i Shares or New Sino-i Shares (as the case may be) held by the
Qualifying Shareholders on the Record Date.

On the basis that the Subscription Agreement is completed and all of the South Sea Notes are converted as a result of
which a total of 31,377,831,111 South Sea Shares will be held by Sino-i’s wholly owned subsidiaries, and on the
basis of 19,914,504,877 Sino-i Shares in issue following conversion of the Sino-i Notes (as referred to in the section
headed “Share capital of Sino-i” above), a total of 31,377,293,883 South Sea Shares will be distributed to the
Qualifying Shareholders under the Distribution. The balance of 537,228 South Sea Shares will be disposed of in the
market by a brokerage to be appointed by Sino-i upon, or as soon as practicable following, completion of the
Distribution and the proceeds from such disposal will be retained for the benefit of Sino-i.

All South Sea Shares subject to the Distribution will rank pari passu in all respects with all other South Sea Shares in
issue.

Value fixed for the Distribution

As described under the section headed “Effects of Capital Reduction” above, the entire credit arising from the Capital
Reduction will amount to HK$2,225,846,501.48.

Sino-i, through its wholly owned subsidiaries, is currently interested in 20,266,720,000 South Sea Shares. If the
Subscription Agreement is completed and all of the South Sea Notes are converted, a total of 31,377,831,111 South
Sea Shares will be held by Sino-i’s wholly owned subsidiaries prior to the Distribution. Based on Sino-i’s book cost
of HK$2,025,846,501.48 for the 20,266,720,000 South Sea Shares currently held by its wholly-owned subsidiaries
and, following adjustment made to such book cost to reflect the conversion of the HK$200,000,000 South Sea Notes
by Robina, the investment cost of Sino-i attributable to all the 31,377,831,111 South Sea Shares then held by its
subsidiaries will amount to HK$2,225,846,501.48. A corresponding amount representing the entire credit arising
from the Capital Reduction will be applied to effect the Distribution. Accordingly, the disposal of all such South Sea
Shares as a result of the implementation of the Distribution will not give rise to any gain or loss for Sino-i and will,
by itself, have no direct impact on Sino-i’s prof it and loss accounts. The audited consolidated net assets of Sino-i
(which include net assets attributable to the South Sea Group) as at 31 March 2003 were approximately
HK$2,708,303,000. Following the Distribution, the unaudited consolidated net asset value of the Sino-i Group, in the
absence of the South Sea Group, is expected to be reduced to approximately HK$1,553,494,000. Such calculation has
been reviewed by the auditors of Sino-i.

Qualifying Shareholders

The Distribution will be made to those Sino-i Shareholders whose names appear on Sino-i’s register of members on
the Record Date and whose addresses appearing on the register on that date are in Hong Kong. Further announcement
will be made in respect of the period within which the register of members of Sino-i will be closed for the purpose of
determining the entitlements of Sino-i Shareholders under the Distribution.

Overseas Shareholders

All circulars and other documents to be issued by Sino-i in relation to the Distribution will not be registered in any
jurisdiction. The South Sea Shares are therefore not intended to be distributed to the Overseas Shareholders under the
Distribution. Accordingly, those Sino-i Shareholders whose addresses on the register of members of Sino-i as at the
Record Date are not situated in Hong Kong will not qualify for the Distribution. Arrangements will be made for the
South Sea Shares which would otherwise be distributed to such persons to be sold in the market as soon as
practicable. Any net proceeds of sale, after deduction of all related expenses, will be distributed in Hong Kong
dollars to such persons pro rata to their entitlements unless the amount falling to be distributed to any such persons
shall be less than HK$100, in which case, such amount will be retained for the benef it of Sino-i. (The disposal of



South Sea Holding Company Limited

South Sea Holding Company Limited
30-12-2003

10

those South Sea Shares which would otherwise be distributed to the Overseas Shareholders is in addition to the
disposal of (a) those 537,228 South Sea Shares that will not be distributed under the Distribution as described in the
section headed “Basis for Distribution” above; and (b) those South Sea Shares arising from the aggregation of
fractional entitlements described in the following section headed “Fractional entitlements”.)

Fractional entitlements

No fraction of a South Sea Share will be distributed but fractional entitlements will be aggregated and disposed of for
the benefit of Sino-i.

Conditions of Capital Reduction and Distribution

The Capital Reduction and the Distribution are conditional on the fulfilment of the following:

1. completion of the Subscription Agreement and conversion in full of all South Sea Notes into South Sea Shares;

2. the passing of special resolutions by Sino-i Shareholders to approve the Capital Reduction and the Distribution
at an extraordinary general meeting to be convened by Sino-i;

3. an order having been obtained from the Court conf irming the Capital Reduction and the Distribution and the
registration by the Registrar of Companies in Hong Kong of an off ice copy of the Court order and the minutes
containing those particulars required under section 61 of the Companies Ordinance;

4. the Stock Exchange granting listing of and permission to deal in the New Sino-i Shares in issue following
completion of the Capital Reduction (either unconditionally or subject to conditions to which Sino-i does not
reasonably object); and

5. a waiver having been granted by the Executive waiving any obligation on the part of Mr. Yu, CITIC and parties
acting in concert with them to make a mandatory general offer for South Sea Shares under Rule 26 of the Code
as a result of the implementation of the Distribution. (Further details relating to this condition are set out in the
following section headed “Shareholding Structures of South Sea”.)

The expected timetable for the implementation of the Capital Reduction and Distribution, once ascertained, will be
made the subject of a further announcement and will also be contained in the circular of Sino-i to be issued in
connection with the matters described in this announcement.

Application will be made by Sino-i to the Stock Exchange for the listing of, and permission to deal in, the New
Sino-i Shares in issue following completion of the Capital Reduction.

Shareholding Structures of South Sea

If the Subscription Agreement is completed and all of the South Sea Notes are converted into South Sea Shares,
31,377,293,883 South Sea Shares will be distributed under the Distribution which will be implemented on the basis
of 15,756 South Sea Shares for every 10,000 Sino-i Shares or New Sino-i Shares (as the case may be) held by the
Qualifying Shareholders on the Record Date. On this basis, and on the basis that all Sino-i Notes in issue and to be
issued are converted by their respective holders prior to the Capital Reduction and Distribution so that
19,914,504,877 Sino-i Shares will be in issue at that time, the shareholding structures of South Sea before and after
conversion of the South Sea Notes and completion of the Distribution will be as follows:

Shareholding
structure after full Shareholding

Existing conversion of the structure after
shareholding South Sea Notes the Distribution

Name of shareholders No. of shares % No. of shares % No. of shares %

Victorious Limited 11,976,270,000 40.01% 11,976,270,000 29.18% 0 0%

Robina Prof its Limited 400,000,000 1.34% 11,511,111,111 28.05% 0 0%

Ko Tact Limited 7,890,450,000 26.36% 7,890,450,000 19.22% 0 0%

Sub-total held by Sino-i’s wholly
owned subsidiaries 20,266,720,000 67.71% 31,377,831,111 76.45% 0 0%

Mr. Yu & his associates # 0 0% 0 0% 12,145,237,367 29.592%

CITIC & its associates # 0 0% 0 0% 4,127,536,296 10.057%

Macro Resources Limited * # 0 0% 0 0% 1,575,600,000 3.839%

Yiu Kin Wai & his associates # 0 0% 0 0% 3,761,492,904 9.165%

Sub-total held by concert parties 0 0% 0 0% 21,609,866,567 52.653%

Other shareholders of Sino-i 0 0% 0 0% 9,767,427,316 23.798%

Existing public shareholders of South Sea 9,665,084,183 32.29% 9,665,084,183 23.55% 9,665,084,183 23.548%

Sub-total held by public shareholders
of South Sea 9,665,084,183 32.29% 9,665,084,183 23.55% 19,432,511,499 47.346%
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Remaining part not distributed to be
sold for Sino-i’s benef it 0 0% 0 0% 537,228 0.001%

Total issued share capital: 29,931,804,183 100% 41,042,915,294 100% 41,042,915,294 100%

* a company indirectly held as to 60% and 40% by Mr. Yu and CITIC respectively.

# Mr. Yu, CITIC and parties acting in concert with them

As illustrated in the shareholding table above, following completion of the Distribution, Mr. Yu, CITIC and parties
acting in concert with them will have directly acquired about 52.65% of the voting rights of South Sea. Under Rule
26.1 of the Code, they would be obliged to make a mandatory general offer for all South Sea Shares upon completion
of the Distribution, other than those held by Mr. Yu, CITIC and parties acting in concert with them. An application
will be made to the Executive under Note 6 to Rule 26.1 of the Code for a waiver of the mandatory general offer
obligation triggered by completion of the Distribution. The granting of such a waiver forms one of the conditions
precedent for the Distribution. Mr. Yu and CITIC have conf irmed that they will not waive this condition precedent.
Accordingly, if the Executive does not grant the waiver mentioned, the Distribution will not proceed.

3. ACQUISITION OF NEW SINO-I SHARES

Sale and Purchase Agreement

Date: 29 December 2003

Parties

Purchaser: South Sea

Vendors: (1) First Best Assets Limited, (2) Rosewood Assets Limited, (3) Pippen Limited, (4) Staverley Assets
Limited, (5) 中信信息科技投資有限公司  (CITIC Information Technology Investment Company
Limited), (6) Macro Resources Limited and (7) Empire Gate Industrial Limited

First Best Assets Limited, Rosewood Assets Limited and Pippen Limited are companies ultimately
wholly owned by Mr. Yu.

Staverley Assets Limited and 中信信息科技投資有限公司  (CITIC Information Technology
Investment Company Limited) are wholly owned subsidiaries of CITIC which itself is a state-owned
enterprise in the People’s Republic of China.

Macro Resources Limited is indirectly held as to 60% by Mr. Yu and 40% by CITIC.

Empire Gate Industrial Limited is a company wholly owned by Yiu Kin Wai.

The Vendors and their ultimate benef icial owners are all parties acting in concert with each other. In
addition, the Vendors and their respective associates are collectively the majority shareholders of
Sino-i. Through their interests in Sino-i, the Vendors and their respective associates can control the
exercise of over 10% of the voting powers at general meetings of South Sea. They are therefore
collectively a substantial shareholder of South Sea and connected persons of South Sea for the
purposes of the Listing Rules.

Sale Shares

Pursuant to the Sale and Purchase Agreement, South Sea has agreed to purchase from the Vendors a total of
12,515,795,316 New Sino-i Shares, which will represent about 62.85% of Sino-i’s enlarged issued share capital
following the conversion of the Sino-i Notes in issue and to be issued (details of which are set out in the section
headed “Share capital of Sino-i” above). The Sale Shares will be sold by the Vendors in the proportions set out in the
following table. The interests held by the Vendors and their respective associates following their sale of the Sale
Shares are further illustrated in the table set out under the section headed “Shareholding Structures of Sino-i” below.

(1) (2) (3) (4) (5) (6) (7)
Approximate Number of Approximate Approximate

percentage Sino-i Shares percentage percentage
of existing held following of enlarged of enlarged

Vendors Number of  issued share conversion of issued share issued share
Sino-i Shares capital of all Sino-i capital of Number of capital of

presently held Sino-i (Note 1) Notes Sino-i (Note 1) Sale Shares Sino-i (Note 1)

1. First Best Assets Limited (Note 2) 0 0 2,000,000,000 10.04% 2,000,000,000 10.04%

2. Rosewood Assets Limited 1,698,333,000 10.67% 1,698,333,000 8.53% 1,698,333,000 8.53%

3. Pippen Limited 3,959,992,316 24.88% 3,959,992,316 19.89% 3,959,992,316 19.89%

4. Staverley Assets Limited 1,307,470,000 8.22% 1,307,470,000 6.57% 1,307,470,000 6.57%
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5. 中信信息科技投資有限公司
CITIC Information Technology
Investment Company Limited 550,000,000 3.46% 550,000,000 2.76% 550,000,000 2.76%

6. Macro Resources Limited 1,000,000,000 6.28% 1,000,000,000 5.02% 1,000,000,000 5.02%

7. Empire Gate Industrial Limited 2,000,000,000 12.57% 2,000,000,000 10.04% 2,000,000,000 10.04%

Total: 10,515,795,316 66.08% 12,515,795,316 62.85% 12,515,795,316 62.85%

Notes:

1. Apart from the Sino-i Notes in issue and issuable as mentioned in the paragraph headed “Share capital of Sino-i” under the section
headed “Capital Reduction” above, Sino-i has no outstanding options, warrants or other securities convertible into or giving rights
to subscribe for Sino-i Shares. The shareholding percentages shown in column (3) of the above table are calculated based on the
existing issued share capital of 15,914,504,877 Sino-i Shares. The shareholding percentages shown in column (5) and (7) of the
above table are calculated based on the enlarged issued share capital of 19,914,504,877 Sino-i Shares following full conversion of
all Sino-i Notes in issue and to be issued. All shareholding percentages are prepared on the basis that the directors of Sino-i will not
exercise any powers granted to them under any existing general mandate to repurchase Sino-i Shares prior to Completion.

2. Upon Mr. Yu’s exercise of his right to require Sino-i to issue new Sino-i Notes in a total principal amount of HK$200,000,000
pursuant to the Placing and Underwriting Agreement, First Best Assets Limited will become the holder of such Sino-i Notes. Mr. Yu
will procure a full conversion of all such Sino-i Notes into a total of 2,000,000,000 Sino-i Shares prior to the implementation of the
Capital Reduction.

The Sale Shares will be sold free from all claims, charges, liens, options, encumbrances and third party rights of any
kind and together with all rights attaching to the Sale Shares, including the right to receive all dividends and
distributions declared, made or paid, on or after the date of completion of the Sale and Purchase Agreement.

Consideration

Amount and payment terms

The total consideration for the Sale Shares is HK$976,334,238, representing about HK$0.078 per Sale Share (subject
to adjustment described below).

The closing price per Sino-i Share as quoted on the Stock Exchange on 24 December 2003, being the last trading day
before the date of the Sale and Purchase Agreement, is HK$0.24. Based on this closing price, the total value for the
Sale Shares amounts to HK$3,003,790,875.84. According to the latest published audited consolidated f inancial
statements of Sino-i for the year ended 31 March 2003, the audited consolidated net asset value per Sino-i Share is
HK$0.19. Based on this net asset value, the total value for the Sale Shares amounts to HK$2,378,001,110.04. The
basis on which the consideration is determined as well as further comparisons of the market prices per Sino-i Share
and the consideration per Sale Share are set out in the section headed “Basis of determination” below.

The consideration will be satisfied in the following manner:

(a) half of the consideration of HK$488,167,119 will be satisfied by a total of 27,120,395,500 Consideration Shares
to be issued at a price of HK$0.018 each to the Vendors on Completion; and

(b) the remaining half of the consideration of HK$488,167,119 will, subject as described in the section headed
“Adjustment” below, be paid in cash to the Vendors on the date falling 60 months after the date of Completion or
any other later date to be mutually agreed by the parties. South Sea intends to dispose of certain properties of
the South Sea Group prior to the due date for the satisfaction of the cash part of the consideration and utilise the
proceeds from such disposal towards funding the cash payments required to be made.

The closing price per South Sea Share as quoted on the Stock Exchange on 24 December 2003, being the last trading
day before the date of the Sale and Purchase Agreement, is HK$0.015. Based on this closing price, the total value for
the Consideration Shares amounts to HK$406,805,932.50. According to the latest published audited consolidated
f inancial statements of South Sea for the year ended 31 March 2003, the audited consolidated net asset value per
South Sea Share is approximately HK$0.079. Based on this net asset value, the total value for the Consideration
Shares amounts to HK$2,142,511,244.50. Further comparisons of the market prices per South Sea Share and the
issue price per Consideration Share are set out in the section headed “Basis of determination” below.

The Consideration Shares and the cash part of the consideration will be apportioned among the Vendors pro rata to
their respective holdings of the Sale Shares. Assuming no adjustment is made, the entitlements of the respective
Vendors to the consideration are illustrated below.

Total Number of
Vendors Number of  consideration Cash portion Consideration

Sale Shares  (HK$)  (HK$)   Shares

1. First Best Assets Limited 2,000,000,000 156,016,331.964 78,008,166 4,333,786,998

2. Rosewood Assets Limited 1,698,333,000 132,483,842.248 66,241,921 3,680,106,736

3. Pippen Limited 3,959,992,316 308,911,737.890 154,455,869 8,580,881,605
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4. Staverley Assets Limited 1,307,470,000 101,993,336.356 50,996,668 2,833,148,242

5. 中信信息科技投資有限公司
CITIC Information Technology
Investment Company Limited 550,000,000 42,904,491.632 21,452,246 1,191,791,424

6. Macro Resources Limited 1,000,000,000 78,008,165.964 39,004,083 2,166,893,498

7. Empire Gate Industrial Limited 2,000,000,000 156,016,331.946 78,008,166 4,333,786,997

Total: 12,515,795,316 976,334,238.000 488,167,119 27,120,395,500

Adjustment

In the event that during the period following Completion but before the due date for the payment of the cash part of
the consideration specified above:

(a) any losses and liabilities are suffered by South Sea or any member of the Sino-i Group in connection with a
breach of warranty or other covenant of any Vendor under the Sale and Purchase Agreement; or

(b) any payment is made on account of liabilities of any member of the Sino-i Group which were incurred outside its
ordinary course of business on or before Completion and which were not disclosed by the Vendors to South Sea,

then that part of the consideration payable in cash will be reduced by an amount representing the aggregate of all
such losses as reasonably determined by South Sea.

If, however, the amount of any part of such losses or the corresponding adjustment to the consideration is disputed by
any of the Vendors, the entire cash portion of the consideration will not be paid to the Vendors unless and until such
dispute is resolved or settled among all parties to the Sale and Purchase Agreement, either by mutual agreement or by
a f inal order or judgment of a court of competent jurisdiction. In such event, any entitlement that the Vendors may
have over the cash portion of the consideration will be determined in accordance with such an agreement or order or
judgment, as the case may be.

Basis of determination

Based on the closing price of HK$0.24 per Sino-i Share as quoted on the Stock Exchange on 24 December 2003, the
current market value for the Sale Shares amounts to HK$3,003,790,875.84. The consideration for the Sale Shares
was, however, determined after arm’s length negotiations between the parties and is equivalent to about 62.85% of the
unaudited adjusted consolidated net asset value of the Sino-i Group of about HK$1,553,494,000 which is prepared
based on the audited consolidated net asset value of Sino-i as at 31 March 2003 and adjusted to take account of the
effects of (i) the conversion in full of convertible loan note of Sino-i in an aggregate principal amount of
HK$200,000,000 by Empire Gate Industrial Limited on 25 June 2003; (ii) the full conversion of all Sino-i Notes in
issue and to be issued in an aggregate principal amount of HK$400,000,000 proposed to be effected prior to the
Capital Reduction as mentioned in the section headed “Share capital of Sino-i” above; and (iii) the Distribution.

The price of approximately HK$0.078 per Sale Share represents a discount of about 67.5% to the closing price per
Sino-i Share of HK$0.24 as quoted on the Stock Exchange on 24 December 2003, being the last trading day prior to
the date of the Sale and Purchase Agreement; a discount of about 61.27% to HK$0.2014, being the average closing
price per Sino-i Share as quoted on the Stock Exchange for the ten trading days up to and including 24 December
2003; and a discount of about 59.71% to HK$0.1936, being the average closing price per Sino-i Share as quoted on
the Stock Exchange for the thirty trading days up to and including 24 December 2003.

The issue price of HK$0.018 per Consideration Share was determined after arm’s length negotiations between the
parties and represents a premium of 20% to the closing price per South Sea Share of HK$0.015 as quoted on the Stock
Exchange on 24 December 2003, being the last trading day prior to the date of the Sale and Purchase Agreement; a
premium of about 25.87% to HK$0.0143, being the average closing price per South Sea Share as quoted on the Stock
Exchange for the ten trading days up to and including 24 December 2003; a premium of about 26.76% over HK$0.0142,
being the average closing price per South Sea Share as quoted on the Stock Exchange for the thirty trading days up to
and including 24 December 2003; and a discount of approximately 77.22% to the audited consolidated net asset value of
HK$0.079 per South Sea Share as recorded in the latest audited consolidated accounts of South Sea for the year ended
31 March 2003. As shown above, the issue price of HK$0.018 per Consideration Share represents a substantial discount
to the audited consolidated net asset value of HK$0.079 per South Sea Share, but a slight premium of 20% to the
closing price of HK$0.015 per South Sea Share as quoted on the Stock Exchange on 24 December 2003. Based on this
closing price, the current market value for the Consideration Shares amounts to HK$406,805,932.50. The issue price of
HK$0.018 per Consideration Share has been determined after arm’s length negotiations between the Vendors and South
Sea and the executive directors of South Sea believe that it is fair and reasonable from the perspective of South Sea.

Consideration Shares
The Consideration Shares represent approximately 90.61% of the existing issued share capital of South Sea. If the
South Sea Notes are issued and converted in full, the Consideration Shares will represent approximately 66.08% of
the issued share capital of South Sea as enlarged by the Conversion Shares and approximately 39.79% of the issued
share capital of South Sea as enlarged by the Conversion Shares and the Consideration Shares.

The Consideration Shares will, upon issue, be credited as fully paid, will rank pari passu in all respects with all South
Sea Shares in issue and will be free from all claims, charges, equities, encumbrances and third party rights of any
kind and together with all rights attaching to them from the date of allotment, including the right to receive all
dividends and distributions declared, made or paid on or after the date of allotment.
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Application will be made to the Stock Exchange for the listing of, and permission to deal in, the Consideration Shares.

Conditions of Sale and Purchase Agreement
Completion is conditional upon:

(1) the completion of the Subscription Agreement and conversion in full of all South Sea Notes into South Sea
Shares;

(2) the passing by South Sea Shareholders in general meeting (other than the Vendors and their respective
associates) of the necessary resolutions approving South Sea’s acquisition of the Sale Shares, the issue of the
Consideration Shares to the Vendors, the transactions contemplated in or incidental to the Sale and Purchase
Agreement and the implementation thereof in accordance with the provisions of the Listing Rules;

(3) the passing by shareholders of Sino-i in general meeting of the necessary resolutions approving the Capital
Reduction and the Distribution in accordance with Sino-i’s memorandum and articles of association, the
Companies Ordinance and the Listing Rules;

(4) the Capital Reduction and the Distribution having been completed in all respects in compliance with Sino-i’s
memorandum and articles of association and the Companies Ordinance and the New Sino-i Shares remaining
listed on the Stock Exchange following the Capital Reduction and the Distribution, save for temporary
suspension in trading in connection with the matters contemplated under the Sale and Purchase Agreement;

(5) all necessary consents, permits, approvals, licences and authorisations having been obtained from, and all
necessary f ilings and registrations having been performed with, all relevant courts, governmental, regulatory
and other authorities, agencies and departments in Hong Kong and in any other applicable jurisdiction in
connection with the Capital Reduction and the Distribution and all other transactions contemplated under the
Sale and Purchase Agreement, the implementation of and all other matters incidental to the Sale and Purchase
Agreement;

(6) if required, the Bermuda Monetary Authority having granted its permission for the issue and free transferability
of the Consideration Shares;

(7) the Stock Exchange having granted listing of and permission to deal in the Consideration Shares (subject to such
conditions, if any, as are acceptable to South Sea);

(8) waivers having been granted by the Executive waiving any obligation triggered under Rule 26 of the Code on the
part of (a) the Vendors and parties acting in concert with them to make a mandatory general offer to acquire
South Sea Shares as a result of the issue of the Consideration Shares; and (b) South Sea and parties acting in
concert with it to make a mandatory general offer to acquire New Sino-i Shares as a result of South Sea’s
acquisition of the Sale Shares upon Completion; and

(9) South Sea not being treated as a new listing applicant under the Listing Rules by reason of the transactions
contemplated under the Sale and Purchase Agreement.

None of these conditions, including the one in paragraph (8) above, will be waived by the Vendors or South Sea.
(Further details relating to the waivers described in paragraph (8) above are set out in the following sections headed
“Shareholding Structures of Sino-i” and “Shareholding Structures of South Sea” below.) If these conditions are not
fulf illed by the date falling 90 days from the date of the Sale and Purchase Agreement (i.e. 28 March 2004) or such
other date as the parties may agree, the Sale and Purchase Agreement will, subject to the liability of any party to the
other in respect of any antecedent breaches, be null and void and of no effect.

Completion
Completion is expected to take place on the third business day after the conditions for the Sale and Purchase
Agreement are fulf illed (or such other date as the parties may agree).

Shareholding Structures of Sino-i
Shareholding

structures after
full conversion

of all Sino-i Shareholding
Exitsting Notes in issue structures upon

shareholding and to be issued Completion

Name of shareholders No. of shares % No. of shares % No. of shares %

Redmap Resources Limited # (Note 1) 50,000,000 0.32% 50,000,000 0.25% 50,000,000 0.25%

Rosewood Assets Limited # (Note 2) 1,698,333,000 10.67% 1,698,333,000 8.53% 0 0.00%

Pippen Limited # (Note 2) 3,959,992,316 24.88% 3,959,992,316 19.89% 0 0.00%

First Best Assets Limited # (Note 2) 0 0.00% 2,000,000,000 10.04% 0 0.00%
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Sub-total held by Mr. Yu & his associates
(other than Macro Resources Limited) # 5,708,325,316 35.87% 7,708,325,316 38.71% 50,000,000 0.25%

Macro Resources Limited # (Note 3) 1,000,000,000 6.28% 1,000,000,000 5.02% 0 0.00%

Staverley Assets Limited # (Note 4) 1,307,470,000 8.22% 1,307,470,000 6.57% 0 0.00%

中信信息科技投資有限公司
(CITIC Information Technology
Investment Company Limited) # (Note 4) 550,000,000 3.46% 550,000,000 2.76% 0 0.00%

CITIC Capital Markets Limited # (Note 5) 383,900,000 2.41% 383,900,000 1.93% 383,900,000 1.93%

Sun Success International Limited # (Note 5) 178,290,000 1.12% 178,290,000 0.90% 178,290,000 0.90%

The Ka Wah Five Arrows China Hong Kong
Fund Limited # (Note 6) 0 0.00% 200,000,000 1.00% 200,000,000 1.00%

Sub-total held by CITIC & its associates
(other than Macro Resources Limited) # 2,419,660,000 15.21% 2,619,660,000 13.16% 762,190,000 3.83%

Yiu Kin Wai # (Note 7) 8,220,000 0.05% 8,220,000 0.04% 8,220,000 0.04%

New Dorset Development Limited # (Note 7) 379,120,000 2.38% 379,120,000 1.90% 379,120,000 1.90%

Empire Gate Industrial Limited # (Note 7) 2,000,000,000 12.57% 2,000,000,000 10.04% 0 0.00%

Sub-total held by Yiu Kin Wai & his associates # 2,387,340,000 15.00% 2,387,340,000 11.98% 387,340,000 1.94%

Sub-total held by Mr. Yu, CITIC, Yiu Kin Wai
and their concert parties # 11,515,325,316 72.36% 13,715,325,316 68.87% 1,199,530,000 6.02%

South Sea 0 0% 0 0% 12,515,795,316 62.85%

Chen Peng Jing (Note 8) 5,000,000 0.03% 5,000,000 0.02% 5,000,000 0.02%

Procare Group Limited (Note 8) 0 0.00% 1,800,000,000 9.04% 1,800,000,000 9.04%

Other public shareholders 4,394,179,561 27.61% 4,394,179,561 22.07% 4,394,179,561 22.07%

Sub-total held by public 4,399,179,561 27.64% 6,199,179,561 31.13% 6,199,179,561 31.13%

Total issued share capital: 15,914,504,877 100.00% 19,914,504,877 100.00% 19,914,504,877 100.00%

# These persons are parties acting in concert with each other for the purposes of the Code.

Notes:

1. Redmap Resources Limited is a company wholly owned by Ms. Kung Ai Ming, the spouse of Mr. Yu.

2. These are all companies ultimately wholly owned by Mr. Yu. Upon Mr. Yu’s exercise of his right to require Sino-i to issue new Sino-i
Notes in a total principal amount of HK$200,000,000, First Best Assets Limited will become the holder of such notes. Mr. Yu will
procure the conversion of all such Sino-i Notes into a total of 2,000,000,000 Sino-i Shares at a conversion price of HK$0.10 each
prior to the implementation of the Capital Reduction.

3. Macro Resources Limited is a company indirectly held as to 60% and 40% by Mr. Yu and CITIC respectively.

4. These companies are wholly owned subsidiaries of CITIC.

5. These companies are wholly owned subsidiaries of CITIC Capital Market Holdings Limited, a company as to 50% of which is
collectively held by CITIC and its non wholly owned subsidiary and as to the remaining 50% of which is held by an associated
company of CITIC.

6. This is an associate of CITIC in which CITIC and its non wholly owned subsidiary hold over 30%. The Ka Wah Five Arrows China
Hong Kong Limited is the holder of existing outstanding Sino-i Notes in a total principal amount of HK$20,000,000 and has
informed Sino-i that it will convert all such Sino-i Notes into a total of 200,000,000 Sino-i Shares at a conversion price of HK$0.10
each prior to the implementation of the Capital Reduction.

7. New Dorset Development Limited and Empire Gate Industrial Limited are companies wholly owned by Mr. Yiu Kin Wai.

8. Procare Group Limited is a company wholly owned by Mr. Chen Peng Jing. Procare Group Limited is the holder of existing
outstanding Sino-i Notes in a total principal amount of HK$180,000,000 and has informed Sino-i that it will convert all such Sino-i
Notes into a total of 1,800,000,000 Sino-i Shares at a conversion price of HK$0.10 each prior to the implementation of the Capital
Reduction. Mr. Chen Peng Jing and Procare Group Limited are not acting in concert with any of Mr. Yu, CITIC and parties acting in
concert with them, and are not connected with any of the directors, chief executive and substantial shareholders of Sino-i or its
subsidiaries or their respective associates.

As illustrated in the shareholding table above, following Completion, South Sea will have acquired about 62.85% of
the voting rights of Sino-i. Under Rule 26.1 of the Code, South Sea would be obliged to make a mandatory general
offer upon Completion for all New Sino-i Shares, other than those acquired by South Sea. An application will be
made to the Executive under Note 6 to Rule 26.1 of the Code for a waiver of the mandatory general offer obligation
of South Sea triggered by Completion. The granting of such a waiver forms one of the conditions precedent for
Completion. South Sea will not waive this condition precedent. Accordingly, if the Executive does not grant the
waiver mentioned, Completion will not occur.
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Shareholding Structures of South Sea

Shareholding Shareholding
structure after Shareholding structure after
full conversion structure after issue of

Existing of South Sea Notes Distribution by Consideration
shareholding by Sino-i    Sino-i  Shares

Name of shareholders No. of shares % No. of shares % No. of shares % No. of shares %

Victorious Limited 11,976,270,000 40.01% 11,976,270,000 29.18% 0 0% 0 0%

Robina Profits Limited 400,000,000 1.34% 11,511,111,111 28.05% 0 0% 0 0%

Ko Tact Limited 7,890,450,000 26.36% 7,890,450,000 19.22% 0 0% 0 0%
Sub-total held by Sino-i’s

wholly owned subsidiaries 20,266,720,000 67.71% 31,377,831,111 76.45% 0 0% 0 0%

Mr. Yu & his associates # 0 0% 0 0% 12,145,237,367 29.592% 28,740,012,706 42.164%

CITIC & its associates # 0 0% 0 0% 4,127,536,296 10.057% 8,152,475,962 11.960%

Macro Resources Ltd. * # 0 0% 0 0% 1,575,600,000 3.839% 3,742,493,498 5.491%

Yiu Kin Wai & his associates # 0 0% 0 0% 3,761,492,904 9.165% 8,095,279,901 11.876%

Sub-total held by concert parties 0 0% 0 0% 21,609,866,567 52.653% 48,730,262,067 71.491%

Other shareholders of Sino-i 0 0% 0 0% 9,767,427,316 23.798% 9,767,427,316 14.329%

Existing public shareholders
of South Sea 9,665,084,183 32.29% 9,665,084,183 23.55% 9,665,084,183 23.548% 9,665,084,183 14.179%

Sub-total held by public
shareholders of South Sea 9,665,084,183 32.29% 9,665,084,183 23.55% 19,432,511,499 47.346% 19,432,511,499 28.508%

Remaining part not distributed to
be sold for Sino-i’s benefit 0 0% 0 0% 537,228 0.001% 537,228 0.001%

Total issued share capital: 29,931,804,183 100% 41,042,915,294 100% 41,042,915,294 100% 68,163,310,794 100%

* a company indirectly held as to 60% and 40% by Mr. Yu and CITIC respectively.

# Mr. Yu, CITIC, Yiu Kin Wai and parties acting in concert with them

As illustrated in the shareholding table above, following the issue of the Consideration Shares, the collective
shareholding interests in South Sea then held by Mr. Yu, CITIC and parties acting in concert with them will be
increased from about 52.65% to about 71.49%. However, the voting rights then held in South Sea by Mr. Yu and
companies controlled by him (which include Macro Resources Limited) alone will be increased from about 33.43% to
about 47.66%. As described in Note 6 to Rule 26.1 of the Code, such an increase of more than 2% would normally
trigger an obligation on the part of Mr. Yu to make a mandatory general offer for all South Sea Shares upon
Completion, other than those acquired by Mr. Yu, CITIC and parties acting in concert with them. An application will
be made to the Executive under Note 6 of Rule 26.1 of the Code for a waiver of such a mandatory general offer
obligation. The granting of such a waiver forms one of the conditions precedent for Completion. The Vendors have
confirmed that they will not waive this condition precedent. Accordingly, if the Executive does not grant the waiver
mentioned, Completion will not occur.

4. GROUP STRUCTURES
Current group structure:

about 67.71%

about 72.36%

Sino-i

Mr Yu, CITIC,
Yiu Kin Wai and
parties acting in

concert with them

South Sea
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Immediately after conversion of all South Sea Notes and all Sino-i Notes in issue and to be issued before
Distribution:

about 76.45%

about 68.87%

Sino-i

Mr Yu, CITIC,
Yiu Kin Wai and
parties acting in

concert with them

South Sea

Immediately after Distribution:

about 52.65%about 68.87%

Mr Yu, CITIC,
Yiu Kin Wai and
parties acting in

concert with them

South SeaSino-i

Immediately after Completion of the Sale and Purchase Agreement:

about 6.02%

about 71.49%

about 62.85%

Mr Yu, CITIC,
Yiu Kin Wai and
parties acting in

concert with them

South Sea

Sino-i

5. INFORMATION ON SINO-I
The Sino-i Group is principally engaged in the development and provision of Internet content and application
services such as f inancial information, industry specif ic content and e-commerce online services in the People’s
Republic of China. Sino-i is currently the holding company of South Sea and members of the South Sea Group are
principally engaged in property investment and development; design, manufacturing and marketing of consumer
electronic products; and provision of electronic manufacturing services. Following completion of the Distribution,
Sino-i intends to maintain the principal businesses of the Sino-i Group, but does not intend to carry on those
principal businesses currently engaged in by the South Sea Group.

The audited consolidated net profit of Sino-i (which includes results attributable to the South Sea Group) before and
after taxation and extraordinary items and minority interests for the year ended 31 March 2003 were approximately
HK$45,902,000 and HK$13,845,000 respectively. The profit recorded by Sino-i was mainly attributable to a gain of
about HK$117,778,000 in total arising from the disposal by the Sino-i Group and the South Sea Group of property
development projects in China. HK$20,000,000 out of this sum of HK$117,778,000 was attributable to a gain on
disposal of such projects carried out by the South Sea Group. For the year ended 31 March 2002, Sino-i (including
South Sea and their respective subsidiaries) recorded an audited consolidated loss attributable to shareholders of
approximately HK$32,488,000. The audited consolidated net assets of Sino-i (which include net assets attributable to
the South Sea Group) as at 31 March 2002 and 31 March 2003 were approximately HK$2,682,814,000 and
HK$2,708,303,000 respectively. Following the Distribution, the unaudited consolidated net asset value of the Sino-i
Group, in the absence of the South Sea Group, is expected to be reduced to approximately HK$1,553,494,000.

Based on Sino-i’s audited consolidated f inancial statements for the year ended 31 March 2003, Sino-i Group,
excluding South Sea Group had outstanding indebtedness totalling about HK$755,046,000 as at 31 March 2003 and
Sino-i and its subsidiaries (including members of the South Sea Group) had outstanding indebtedness totalling about
HK$1,487,358,000 as at 31 March 2003, all of which are interest bearing. (Details relating to the indebtedness of the
South Sea Group alone are set out in the following section headed “Information on South Sea”.) HK$200,000,000 out
of the total indebtedness of Sino-i represented debt owed by Sino-i under a convertible loan note issued by it to
Empire Gate Industrial Limited. This note was converted in full into Sino-i Shares on 25 June 2003 and, accordingly,
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Sino-i is no longer indebted to Empire Gate Industrial Limited by this amount.

6. INFORMATION ON SOUTH SEA
The South Sea Group is principally engaged in property investment and development; design, manufacturing and
marketing of consumer electronic products; and provision of electronic manufacturing services. Following South Sea’s
acquisition of New Sino-i Shares under the Sale and Purchase Agreement, South Sea will become the holding company
of Sino-i. As such, the principal businesses of South Sea will also comprise those principal businesses currently
engaged in by the Sino-i Group, i.e. the development and provision of Internet content and application services such as
financial information, industry specific content and e-commerce online services in the People’s Republic of China.

The audited consolidated net profit of South Sea before and after taxation and extraordinary and minority interests
items for the year ended 31 March 2003 were approximately HK$230,000 and HK$190,000 respectively. The
corresponding f igures for the year ended 31 March 2002 were approximately HK$52,300,000 and HK$52,152,000
respectively. The audited consolidated net assets of South Sea as at 31 March 2002 and 31 March 2003 were
approximately HK$2,355,503,000 and HK$2,364,191,000 respectively.

Based on South Sea’s audited consolidated f inancial statements for the year ended 31 March 2003, South Sea Group
had outstanding indebtedness totalling about HK$732,312,000 as at 31 March 2003, all of which are interest bearing.

7. REASONS

Subscription Agreement and use of proceeds
The directors of South Sea consider that the issuance of the South Sea Notes would bring cash inflow to South Sea
and the conversion of the South Sea Notes will increase South Sea’s capital base. The net proceeds raised from the
issue of the South Sea Notes will be wholly used for discharging the outstanding indebtedness in an amount of about
HK$210,000,000 owing by South Sea to Power Ocean Investments Limited, which will become due and payable by
South Sea on 31 December 2003. South Sea is in negotiation with Power Ocean Investments Limited for an extension
of the repayment date for such debt. Power Ocean Investments Limited, together with its ultimate beneficial owner,
are not connected with any of the directors, chief executive and substantial shareholders of South Sea or its
subsidiaries or their respective associates.

The directors of Sino-i consider that the subscription of the South Sea Notes by Robina and the full conversion of all
the South Sea Notes will increase Sino-i’s interest in South Sea and therefore the amount of South Sea Shares
available to the Qualifying Shareholders under the Distribution. This would in turn allow them to directly hold a
greater amount of South Sea Shares following the Distribution and, consequently, enable them to capture a greater
degree of the benef its that are expected to be derived by their direct holdings of such South Sea Shares. These
benefits are explained in the following section headed “Capital Reduction and Distribution”.

The South Sea Notes are convertible into a total of 11,111,111,111 South Sea Shares at an initial conversion price of
HK$0.018 each, which represents a premium of 20% to the closing price of HK$0.015 per South Sea Share as quoted
on the Stock Exchange on 24 December 2003 (being the last trading day before the date of the Subscription
Agreement). The 11,111,111,111 South Sea Shares represent about 27.07% of South Sea’s issued share capital as
enlarged by these Conversion Shares. Given that the Conversion Shares represent a sizable amount of equity stake in
South Sea and the acquisition of these Conversion Shares will enable Sino-i to increase its indirect interest in South
Sea by about 8.74% (i.e. from about 67.71% to about 76.45%) and hence the amount of South Sea Shares available
under the Distribution, the executive directors of Sino-i consider it fair and reasonable for Robina to acquire the
Conversion Shares at the price of HK$0.018 each even though this price represents an approximately 20% premium
to the current market price per South Sea Share. This is particularly so in view of the fact that the conversion price of
HK$0.018 represents a substantial discount of about 77.22% to the audited consolidated net asset value of
approximately HK$0.079 per South Sea Share as recorded in the latest audited consolidated accounts of South Sea
for the year ended 31 March 2003. As such, the executive directors of Sino-i believe that the initial conversion price
of HK$0.018 is fair and reasonable from the perspective of Sino-i.

The executive directors of Sino-i and South Sea believe that the Subscription Agreement has been reached based on
normal commercial terms and the transactions contemplated under the Subscription Agreement are in the interest of
Sino-i Shareholders and South Sea Shareholders as a whole.

Capital Reduction and Distribution
As mentioned above, the Sino-i Group is principally engaged in information technology businesses whilst one of the
main businesses of the South Sea Group is property investment and development. Sino-i f irst acquired a controlling
interest in South Sea and became its holding company in September 2000. Since South Sea is currently a subsidiary
of Sino-i, the f inancial position of the South Sea Group (including the asset base as represented by its property
portfolio) is required to be consolidated into Sino-i’s f inancial statements. The directors of Sino-i believe that, given
the large asset base of the South Sea Group as compared with the relatively small one of the Sino-i Group, the
consolidated accounts of Sino-i cannot clearly reflect the f inancial performance and asset value attributable to the
businesses of the Sino-i Group, as distinct from those of the South Sea Group.

The Distribution will allow Sino-i’s public shareholders and investors to hold a separate and direct investment in each
of South Sea and Sino-i. Following the Distribution, the f inancial statements of the Sino-i Group will only reflect its
own results and conditions in the absence of the property businesses of the South Sea Group. By doing so, the
positions of the two groups can be presented clearly to public shareholders and investors and the market prices of the
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New Sino-i Shares are expected to have a more direct correlation to the f inancial performance and position of the
Sino-i Group following the Distribution. Since the Distribution will also allow Sino-i Shareholders to directly hold
South Sea Shares, as opposed to their current indirect interest in South Sea held through Sino-i, their investments in
South Sea following the Distribution would become more liquid since these investments would take the form of listed
and marketable securities. These factors are expected to enhance the total value of the investments held by Sino-i
Shareholders in each of Sino-i and South Sea following the Distribution. If the South Sea Notes are issued and
converted in full, the amount of South Sea Shares available to Sino-i Shareholders under the Distribution would be
increased. This would allow them to capture a greater degree of the benef it that is expected to be derived by their
direct holdings of South Sea Shares as described above.

The disposal by Sino-i of its interest in South Sea as a result of the implementation of the Distribution will not give
rise to any gain or loss for Sino-i and will, by itself, have no direct impact on Sino-i’s prof it and loss accounts.
Following the Distribution, members of the South Sea Group will no longer form part of Sino-i and its subsidiaries.
As at 31 March 2003, the audited consolidated net tangible assets of Sino-i (including net tangible assets attributable
to the South Sea Group) were approximately HK$2,708,303,000. Following the Distribution, the unaudited
consolidated net asset value of the Sino-i Group, in the absence of the South Sea Group, is expected to be reduced to
approximately HK$1,553,494,000.

The Capital Reduction is being proposed to facilitate, and represents part of the proposal to implement, the
Distribution. The Capital Reduction and Distribution will involve a return of paid up capital of Sino-i to its
shareholders and will be subject to the approval of the Sino-i Shareholders and the Court.

Sale and Purchase Agreement
Sino-i is currently indirectly interested in about 67.71% of South Sea’s issued share capital and South Sea is therefore a
subsidiary of Sino-i. As described above, South Sea’s acquisition of New Sino-i Shares under the Sale and Purchase
Agreement will not occur unless the Distribution is completed. Following the Distribution, South Sea will no longer be a
subsidiary of Sino-i and this will enable South Sea to implement the transactions under the Sale and Purchase Agreement.

The directors of South Sea consider that the acquisition by South Sea of an approximately 62.85% in Sino-i under the
Sale and Purchase Agreement will enable South Sea to become the holding company of Sino-i and the results of the
Sino-i Group to be consolidated into the accounts of South Sea. This will allow the public shareholders and investors
of South Sea to continue holding an investment in the property portfolio of the South Sea Group, whilst giving them
an opportunity to benef it from the potential growth in the existing business sector in which the Sino-i Group
presently operates. As explained above, following South Sea’s acquisition of New Sino-i Shares under the Sale and
Purchase Agreement, South Sea will become the holding company of Sino-i. As such, the principal businesses of
South Sea will also comprise those principal businesses currently engaged in by the Sino-i Group, i.e. the
development and provision of Internet content and application services such as f inancial information, industry
specif ic content and e-commerce online services in the People’s Republic of China. South Sea also intends to
maintain the existing principal businesses of the South Sea Group.

The consideration of approximately HK$0.078 per Sale Share payable by South Sea under the Sale and Purchase
Agreement represents a discount of about 59.71% to HK$0.1936, being the average closing price per Sino-i Share as
quoted on the Stock Exchange for the 30 trading days up to and including 24 December 2003 (i.e. the trading day
before the date of the Sale and Purchase Agreement), whilst the issue price of HK$0.018 per Consideration Share
represents a premium of about 26.76% to the average closing price of HK$0.0142 per South Sea Share as quoted on
the Stock Exchange for the same 30 trading day period. However, when this issue price of HK$0.018 per
Consideration Share is compared with the audited consolidated net asset value of HK$0.079 per South Sea Share (as
recorded in South Sea’s audited f inancial statements for the year ended 31 March 2003), the issue price represents a
substantial discount of about 77.22% to the audited consolidated net asset value per South Sea Share.

The executive directors of South Sea therefore consider that the consideration per Sale Share and the issue price per
Consideration Share are both fair and reasonable from the perspective of South Sea and its shareholders as a whole.
The executive directors of South Sea also believe that the Sale and Purchase Agreement has been reached based on
normal commercial terms and the transactions contemplated under the Sale and Purchase Agreement are in the
interest of South Sea and the South Sea Shareholders as a whole.

GENERAL

South Sea
Robina is a wholly owned subsidiary of Sino-i currently interested in about 1.34% of South Sea’s issued share capital.
Sino-i, through Robina and two of Sino-i’s wholly owned subsidiaries, is the holding company of South Sea currently
interested in about 67.71% of South Sea’s issued share capital. The Vendors and their respective associates are collectively
the majority shareholders of Sino-i. Through their interests in Sino-i, the Vendors and their respective associates can
control the exercise of over 10% of the voting powers at general meetings of South Sea. They are therefore collectively a
substantial shareholder of South Sea and connected persons of South Sea for the purposes of the Listing Rules.

Since Robina is an associate of Sino-i which is a substantial shareholder of South Sea and Robina is therefore a connected
person of South Sea, the transactions contemplated under the Subscription Agreement constitute connected transactions
for South Sea under the Listing Rules. Since the Vendors are connected persons of South Sea by reason of the relationship
described above, the transactions contemplated under the Sale and Purchase Agreement constitute major and connected
transactions for South Sea under the Listing Rules. As the Sale Shares to be acquired by South Sea under the Sale and
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Purchase Agreement are, or would be, all listed on the Stock Exchange, the Sale and Purchase Agreement does not
constitute a very substantial acquisition for South Sea under Rule 14.06 of the Listing Rules. The transactions under the
Subscription Agreement and the Sale and Purchase Agreement will be subject to the approval of the independent
shareholders of South Sea at a special general meeting to be convened. Sino-i and its associates will abstain from voting
on the resolutions approving these agreements.

A circular of South Sea, containing the recommendation of the independent board committee of South Sea, the advice of
an independent f inancial adviser in respect of the Subscription Agreement and the Sale and Purchase Agreements and a
notice convening a special general meeting of South Sea to approve such agreements, will be despatched to South Sea
Shareholders as soon as possible.

Sino-i
Mr. Yu, CITIC and their respective associates are collectively the controlling shareholders of Sino-i currently interested in
about 57.36% of Sino-i’s issued share capital. Sino-i is the holding company of South Sea currently interested in about
67.71% of South Sea’s issued share capital. Apart from Sino-i’s interest in South Sea, no other connected person of Sino-i
holds any South Sea Shares.

Since Mr. Yu and companies controlled by him are collectively interested in over 30% of the voting powers at general
meetings of Sino-i and South Sea is a subsidiary of Sino-i, South Sea is taken to be an associate of Mr. Yu and therefore a
connected person of Sino-i for the purposes of the Listing Rules. Accordingly, the transactions contemplated under the
Subscription Agreement constitute connected transactions for Sino-i under the Listing Rules and will be subject to the
approval of the independent shareholders of Sino-i at an extraordinary general meeting to be convened. Mr. Yu, CITIC and
their respective associates will abstain from voting on the resolutions approving the Subscription Agreement.

The Distribution constitutes a major transaction for Sino-i under the Listing Rules. The Capital Reduction and the
Distribution will be subject to, amongst others, the passing of a special resolution by the shareholders of Sino-i at an
extraordinary general meeting to be convened.

A circular of Sino-i, containing the recommendation of the independent board committee of Sino-i, the advice of an
independent f inancial adviser in respect of the aforesaid transactions, the expected timetable for the Distribution and a
notice convening an extraordinary general meeting of Sino-i to approve the Subscription Agreement and the Distribution,
will be despatched to Sino-i Shareholders as soon as possible.

Shareholders and investors are reminded that the transactions contemplated under each of the Subscription
Agreement, the Capital Reduction, the Distribution and the Sale and Purchase Agreement are subject to the
fulfilment of the conditions described above and, accordingly, may or may not proceed. They are advised to exercise
caution when dealing in Sino-i Shares or South Sea Shares.

SUSPENSION AND RESUMPTION OF TRADING
Trading in the shares of Sino-i and South Sea was suspended at the requests of Sino-i and South Sea with effect from 9:30
a.m. on 29 December 2003 pending the release of this announcement. Applications have been made to the Stock Exchange
for a resumption of trading in the shares in Sino-i and South Sea with effect from 9:30 a.m. on 30 December 2003.

DEFINITIONS
“associates” has the meaning ascribed to it in the Listing Rules

“CITIC” China International Trust & Investment Corporation, a company established in the People’s
Republic of China which, together with its associates, are one of the substantial
shareholders of Sino-i currently interested in 3,419,660,000 Sino-i Shares, representing
about 21.49% of the existing issued share capital of Sino-i

“Capital Reduction” a proposed reduction of capital of Sino-i which will involve (i) adjusting the nominal value
of the Sino-i Shares by cancelling paid-up capital to the extent of HK$0.09 on each of the
issued Sino-i Shares and reducing the nominal value of all issued and unissued Sino-i
Shares from HK$0.10 to HK$0.01; and (ii) reducing the share premium account of Sino-i by
an amount of HK$433,541,062.55

“Code” The Hong Kong Code on Takeovers and Mergers

“Companies Ordinance” the Companies Ordinance (Chapter 32 of the Laws of Hong Kong)

“Completion” completion of the Sale and Purchase Agreement

“Consideration Shares” a total of 27,120,395,500 new South Sea Shares to be issued in partial satisfaction of the
consideration payable to the Vendors under the Sale and Purchase Agreement

“Conversion Shares” South Sea Shares that fall to be issued to Robina upon conversion of the South Sea Notes

“Court” the High Court of Hong Kong

“Distribution” a proposed distribution of South Sea Shares held by Sino-i’s wholly owned subsidiaries to
the Qualifying Shareholders pro rata to their respective shareholdings held in Sino-i on the
Record Date

“Executive” Executive Director of the Corporate Finance Division of the Securities and Futures
Commission or any delegate of the Executive Director

“Hong Kong” the Hong Kong Special Administrative Region of the People’s Republic of China
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“Listing Rules” the Rules Governing the Listing of Securities on the Stock Exchange

“Mr. Yu” Mr. Yu Pun Hoi, an executive director and the chairman of both Sino-i and South Sea, who,
together with his associates, are one of the substantial shareholders of Sino-i currently
interested in 6,708,325,316 Sino-i Shares, representing about 42.15% of the issued share
capital of Sino-i

“New Sino-i Share(s)” the new ordinary share(s) of HK$0.01 each in the capital of Sino-i upon the Capital
Reduction becoming effective

“Overseas Shareholders” the Sino-i Shareholders, whose names appear on the register of members of Sino-i on the
Record Date and whose addresses on that date are in places outside Hong Kong

“Placing and Underwriting the placing and underwriting agreement entered into on 4 April 2002 between Mr. Yu and
Agreement” Sino-i (details of which are disclosed in Sino-i’s announcement dated 4 April 2002 and

circular dated 29 April 2002), as amended and supplemented by two supplemental
agreements dated 27 March 2003 and 30 June 2003 respectively (details of which are
disclosed in Sino-i’s announcements dated 28 March 2003 and 4 July 2003 and circular
dated 18 August 2003)

“Qualifying Shareholders” the Sino-i Shareholders, other than the Overseas Shareholders, whose names appear on the
register of members of Sino-i on the Record Date

“Record Date” a date to be determined and announced by Sino-i for the purpose of ascertaining the
entitlements of the Qualifying Shareholders to participate in the Distribution

“Robina” Robina Profits Limited, a company incorporated in the British Virgin Islands with limited
liability which is wholly-owned by Sino-i

“Sale and Purchase the agreement entered into on 29 December 2003 between South Sea and the Vendors
Agreement” relating to the acquisition by South Sea of the Sale Shares

“Sale Shares” a total of 12,515,795,316 New Sino-i Shares to be sold by the Vendors to South Sea under
the Sale and Purchase Agreement

“Sino-i” Sino-i Technology Limited, a company incorporated in Hong Kong with limited liability, the
shares of which are listed on the Stock Exchange

“Sino-i Notes” (a) existing outstanding convertible loan notes in an aggregate principal amount of
HK$200,000,000 issued by Sino-i to independent investors on 31 December 2002 pursuant
to the Placing and Underwriting Agreement (details of which are disclosed in Sino-i’s
announcement dated 4 April 2002 and circular dated 29 April 2002); and (b) new convertible
loan notes in an aggregate principal amount of HK$200,000,000 to be issued by Sino-i to
independent investors or Mr. Yu and/or his associates upon an exercise by Mr. Yu of his right
to require Sino-i to issue such notes pursuant to the Placing and Underwriting Agreement
(details of which are disclosed in Sino-i’s announcements dated 4 April 2002, 28 March
2003 and 4 July 2003 and circulars dated 29 April 2002 and 18 August 2003)

“Sino-i Group” Sino-i and its subsidiaries, but excluding members of the South Sea Group for the purpose
of this announcement

“Sino-i Share(s)” the existing ordinary share(s) of HK$0.10 each in the capital of Sino-i

“Sino-i Shareholders” holders of Sino-i Shares or, as the case may be, New Sino-i Shares

“South Sea” South Sea Holding Company Limited, a company incorporated in Bermuda with limited
liability, the shares of which are listed on the Stock Exchange

“South Sea Group” South Sea and its subsidiaries

“South Sea Notes” convertible loan notes in an aggregate principal amount of HK$200,000,000 to be issued by
South Sea to Robina, a wholly owned subsidiary of Sino-i, in accordance with the
Subscription Agreement

“South Sea Share(s)” ordinary share(s) of HK$0.01 each in the capital of South Sea

“South Sea Shareholders” holders of South Sea Shares

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Subscription Agreement” the agreement entered into on 29 December 2003 between Robina, a wholly owned
subsidiary of Sino-i, and South Sea relating to the subscription of the South Sea Notes
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“Vendors” (1) First Best Assets Limited, (2) Rosewood Assets Limited, (3) Pippen Limited, (4)
Staverley Assets Limited, (5) 中信信息科技投資有限公司  (CITIC Information Technology
Investment Company Limited), (6) Macro Resources Limited and (7) Empire Gate Industrial
Limited who are parties acting in concert with each other and collectively the controlling
shareholders of Sino-i

By order of the board of directors of By order of the board of directors of
Sino-i Technology Limited South Sea Holding Company Limited

Zhang Hong Ren Zhao Liang
Director Director

Hong Kong, 29 December 2003
The directors of Sino-i jointly and severally accept full responsibility for the accuracy of the information contained in this
announcement (other than that relating to South Sea) and confirm having made all reasonable enquiries that, to the best
of their knowledge, opinions expressed in this announcement have been arrived at after due and careful consideration and
there are no other facts (other than those relating to South Sea) not contained in this announcement the omission of which
would make any statement in this announcement misleading.
The directors of South Sea jointly and severally accept full responsibility for the accuracy of the information contained in
this announcement (other than that relating to Sino-i) and confirm having made all reasonable enquiries that, to the best
of their knowledge, opinions expressed in this announcement have been arrived at after due and careful consideration and
there are no other facts (other than those relating to Sino-i) not contained in this announcement the omission of which
would make any statement in this announcement misleading.

Please also refer to the published version of this announcement in The Standard dated on 30-12-2003.


