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To the Shareholders

Dear Sir or Madam,

(1) CONNECTED TRANSACTION –
PROPOSED SUBSCRIPTION OF NEW DOMESTIC SHARES BY

NANJING SAMPLE TECHNOLOGY GROUP COMPANY LIMITED*;
(2) PROPOSED AMENDMENTS TO THE ARTICLES OF ASSOCIATION;

AND
(3) APPLICATION FOR WHITEWASH WAIVER

I. INTRODUCTION

Reference is made to the Announcement. On 21 October 2014 (after trading hours), the
Company entered into the Domestic Shares Subscription Agreement with Sample Group.
According to the terms of the Domestic Shares Subscription Agreement, the Company has
conditionally agreed to issue and Sample Group has conditionally agreed to subscribe by
cash for an aggregate of 92,723,400 new Domestic Shares at the subscription price of
RMB4.50 (equivalent to approximately HK$5.67) per new Domestic Share, raising gross
proceeds of approximately RMB417,255,300 (equivalent to approximately HK$525,741,678).
Net proceeds from the issue of the new Domestic Shares are expected to be approximately
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RMB413,652,363 (equivalent to approximately HK$521,201,977) of which approximately
72% is intended to be used for the expansion of the Group’s client base and major business
segments, approximately 20% is intended to be used for the reduction of liabilities and
approximately 8% is intended to be applied as additional working capital. Details of the use
of proceeds are set out under the sub-section headed “5. Recent fund raising activities and
use of proceeds” in the section headed “II. PROPOSED SUBSCRIPTION OF NEW
DOMESTIC SHARES BY NANJING SAMPLE TECHNOLOGY GROUP COMPANY
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Shares, representing approximately 48.45% of the then enlarged total issued share
capital of the Company. Such 92,723,400 new Domestic Shares will be issued
under a specific mandate to be sought at the EGM and the Class Meetings.

Subscription price

RMB4.50 (equivalent to approximately HK$5.67) per new Domestic Share.

The subscription price for the Domestic Shares Subscription is determined
with reference to the average closing price of approximately HK$6.425 per H
Share (equivalent to approximately RMB5.099) during the Price Determination
Period. The average closing price of the H Shares during the Price Determination
Period is calculated by dividing the total turnover of the trading of the H Shares
by the total trading volume of the H Shares during the Price Determination Period
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3. Shareholding structure of the Company

The following table illustrates the shareholding structure of the Company as at the
Latest Practicable Date and immediately after the completion of Domestic Shares
Subscription (assuming no other changes to the issued share capital of the Company):

Parties acting or presumed to
be acting in concert

Share
class

Number of
Shares in

issue as at
the Latest

Practicable
Date

Percentage of
the total

number of
issued Shares

Total number
of Shares

held
immediately

after the
Domestic

Shares
Subscription

Percentage of
shareholding
immediately

after the
Domestic

Shares
Subscription(7)

Sample Group(1) Domestic 60,770,000 27.12% 153,493,400 48.45%
Sample Commerce City(1) Domestic 4,950,000 2.21% 4,950,000 1.56%
Mr. Sha Min(1 & 2) Domestic 1,350,000 0.60% 1,350,000 0.42%
Active Gold(3) Domestic 49,545,000 22.11% 49,545,000 15.64%

Total for Sample Group and
parties acting or presumed to
be acting in concert with it 116,615,000 52.04% 209,338,400 66.07%

Other Domestic Shareholders
Jiangsu Ruihua Investment

Holding Group Company
Ltd.*(4) Domestic 15,000,000 6.69% 15,000,000 4.73%

Jiangsu Hongshi Technology
Industry Company Ltd.*(5) Domestic 685,000 0.31% 685,000 0.22%

Total Domestic Shares for other
Domestic Shareholders 15,685,000 7% 15,685,000 4.95%

Total H Share(6) 91,800,000 40.96% 91,800,000 28.98%
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interested in all shares which Sample Group is deemed to the interested; i.e., 65,720,000
Domestic Shares. As such, Mr. Sha Min is deemed to be interested in approximately 29.93% of
the total issued share capital of the Company.

3. Active Gold is a company incorporated in British Virgin Islands with limited liability and is
wholly-owned by Ferdinard Holding Limited which is in turn wholly-owned by Ms. Wan Ngok
Wah（尹萼華）. Ferdinard Holding Limited and Ms. Wan Ngok Wah（尹萼華）are Independent
Third Parties. Active Gold is presumed to be acting in concert with Sample Group under the
Takeovers Code.

4. Jiangsu Ruihua Investment Holding Group Company Ltd.*（江蘇瑞華投資控股集團有限公司）is a
limited liability company established under the laws of the PRC and is owned as to 98.46% by
Mr. Zhang Jianbin*（張建斌）, an Independent Third Party, and the remaining 1.54% by 15
individuals who are all Independent Third Parties.

5. Jiangsu Hongshi Technology Industry Company Ltd.*（江蘇紅石科技實業有限公司）is a limited
liability company established under the laws of the PRC and is owned as to 70% by Mr. Yuan
Renniu*（袁人牛）and 30% by Nanjing Hui Bao Feng Electronic Technology Co. Ltd.*（南京匯保豐
電子科技有限公司）. Nanjing Hui Bao Feng Electronic Technology Co. Ltd.*（南京匯保豐電子科技有限
公司）is a limited liability company established under the laws of the PRC and is owned as to 60%
by Ms. Xu Yuanyuan*（許媛媛）and 40% by Ms. Zhu Xiao Yin*（朱曉銀）. Mr. Yuan Renniu*（袁人
牛）, Nanjing Hui Bao Feng Electronic Technology Co. Ltd.*（南京匯保豐電子科技有公司）, Ms. Xu
Yuanyuan*（許媛媛）and Ms. Zhu Xiao Yin*（朱曉銀）are all Independent Third Parties.

6. All H Shares in the Company are held by public Shareholders.

7. Figures shown above are calculated assuming that no other Shares will be issued or transferred
after the Latest Practicable Date until the completion of Domestic Shares Subscription.

4. Reasons for the Domestic Shares Subscription

Before resorting to the Domestic Shares Subscription, the Board had considered
other ways to raise the required funds, including debt financing, H Shares and
Domestic Shares rights issue and H Shares new issue. The followings are an analysis
of each alternative:

(i) Debt financing: The Group has been utilising bank borrowings to cover its
cash requirements in investment activities and as at 31 December 2013, the
Group had approximately RMB411.25 million in both short term and long
term bank borrowings. The Group expects to repay short term borrowing of
approximately RMB380.00 million within 12 months from 1 July 2014.
Although the current ratio is approximately 1.7 times and cash made up of
about 31.2% of all current assets, such high cash balance is required to meet
repayment of both long and short term debts and the high cash requirement
of the Group’s daily operation. The going average interest rate on the
Group’s short term and long term bank borrowings in the financial year
ended 31 December 2013 ranged from 6.0% to 6.7%. The Directors believe
that it will be in the best interest of the Company and its Shareholders as a
whole to utilise bank borrowing moderately but further bank borrowings in
the magnitude of the Domestic Shares Subscription will not only
significantly increase the financial obligation but also the related interest
payment will also erode the operating result and the operating cash flow of
the Company, hence the valuation of the Group will be adversely affected.

– 6 –
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Furthermore, as the Group’s bank borrowing surges, banks will become more
credit risk-averse when considering the Group’s new loan application,
making it more difficult to raise funds through bank borrowings.

(ii) Rights issue of Domestic Shares and H Shares: The Directors had
considered rights issue of both Domestic Shares and H Shares. The Directors
had made preliminary enquiries to the relevant authorities regarding this
option and came to the conclusion that there are uncertainties as to the
timing in obtaining approval from relevant authorities on the rights issue of
new Domestic Shares and H Shares.

(iii)
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(1) The number of ordinary overseas listed foreign shares issued for
the first capital increase after incorporation of the Company was
20,400,000 shares (including 19,500,000 new shares and 900,000
exiting sale shares), accounting for 31.63% of the issuable
ordinary shares of the Company.

The equity structure of the Company is: 64,500,000 ordinary
shares, including 44,100,000 shares held by the promoters,
accounting for 68.37% of the issuable ordinary shares of the
Company, and 20,400,000 overseas listed foreign shares held by H
shares holders, accounting for 31.63% of the issuable ordinary
shares of the Company.

(2) With the approval of the examination and approval authority
authorized by the State Council, 12,000,000 shares acquired by
the promoter namely Nanjing Zhongbei (Group) Company Ltd. at
the time of incorporation of the Company were all transferred to
Jiangsu Century Gold Bull Technology and Trading Company Ltd.

(3) With the approval of the examination and approval authority
authorized by the State Council, 12,000,000 shares acquired by
the promoter namely Nanjing Huadong Electronics Information &
Technology Company Ltd. at the time of incorporation of the
Company were all transferred to Active Gold Holding Limited.

(4) With the approval of the examination and approval authority
authorized by the State Council, 4,515,000 shares held by the
Company’s shareholder namely Jiangsu Century Gold Bull
Technology and Trading Company Ltd. were all transferred to
foreign shareholder Active Gold Holding Limited.

(5) With the approval of the examination and approval authority
authorized by the State Council, the Company issued 96,750,000
bonus shares (15 bonus shares for every 10 shares) and increased
32,250,000 shares by way of capitalization of capital reserve (5
capitalization shares for every 10 shares), thereafter the total
equity of the Company changed to 193,500,000 shares, with
132,300,000 shares (68.37% of the total number of the ordinary
shares issued by the Company) held by domestic shareholders,
including:

54,000,000 shares held by Nanjing Sample Technology Group
Company Ltd., accounting for approximately 27.91% of the total
number of the ordinary shares issued by the Company.

22,455,000 shares held by Jiangsu Century Gold Bull Technology
and Trading Company Ltd., accounting for approximately 11.60%
of the total number of the ordinary shares issued by the Company.

– 9 –
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49,545,000 shares held by Active Gold Holding Limited,
accounting for approximately 25.60% of the total number of the
ordinary shares issued by the Company.

4,950,000 shares held by Nanjing Sample Commerce City
Company Ltd., accounting for approximately 2.56% of the total
number of the ordinary shares issued by the Company.

1,350,000 shares held by Sha Min, accounting for 0.70% of the
total number of the ordinary shares issued by the Company.

61,200,000 overseas listed foreign shares held by H shareholders,
accounting for 31.63% of the total number of the ordinary shares
issued by the Company.

(6) With the approval of the extraordinary general meeting of the
Company held on 3 August 2009, the Company issued additional
ordinary shares of 30,600,000 overseas listed foreign shares,
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(7) With the approval of the examination and approval authority
authorized by the State Council, 6,770,000 shares held by the
Company’s shareholder namely Jiangsu Century Gold Bull
Technology and Trading Co. Ltd. were transferred to the
Company’s shareholder Nanjing Sample Technology Group
Company Ltd.

(8) With the approval of Jiangsu Administration for Industry and
Commerce, the Company’s shareholder Jiangsu Century Gold Bull
Technology and Trading Company Ltd. changed its name to
Jiangsu Red Stone Technology Company Ltd.

(9) With the approval of the examination and approval authority
authorized by the State Council, 15,000,000 shares held by the
Company’s shareholder namely Jiangsu Red Stone Technology
Company Ltd. were transferred to the Company’s shareholder
Jiangsu Ruihua Investment Holding Group Company Ltd.

(b) Article 20

The Company’s registered capital is RMB224,100,000.

(2) Upon completion of the Domestic Shares Subscription, the Articles is
proposed to be amended as follows:

(a) The following clause is proposed to be added to Article 17:−

(10) With the approval of the extraordinary general meeting of the
Company, the H shareholders class meeting and the domestic
shareholders class meeting held on 29 December 2014 (or any
adjournment thereof), the Company issued 92,723,400 new
domestic shares, thereafter the total number of ordinary shares
issued by the Company is changed to 316,823,400 shares, with
225,023,400 shares (accounting for approximately 71.02% of the
total number of the ordinary shares issued by the Company) held
by domestic shareholders, including:

153,493,400 shares held by Nanjing Sample Technology Group
Company Ltd., accounting for approximately 48.45% of the total
number of the ordinary shares issued by the Company.

15,000,000 shares held by Jiangsu Ruihua Investment Holding
Group Company Ltd., accounting for approximately 4.73% of the
total number of the ordinary shares issued by the Company.

685,000 shares held by Jiangsu Hongshi Technology Industry
Company Ltd., accounting for approximately 0.22% of the total
number of the ordinary shares issued by the Company.

– 11 –
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49,545,000 shares held by Active Gold Holding Limited,
accounting for approximately 15.64% of the total number of the
ordinary shares issued by the Company.

4,950,000 shares held by Nanjing Sample Commerce City
Company Ltd., accounting for approximately 1.56% of the total
number of the ordinary shares issued by the Company.

1,350,000 shares held by Sha Min, accounting for approximately
0.42% of the total number of the ordinary shares issued by the
Company.

91,800,000 overseas listed foreign shares held by H shareholders,
accounting for 28.98% of the total number of the ordinary shares
issued by the Company.

(b) Article 20 is prosposed to be amended as follows:−

The Company’s registered capital is RMB316,823,400.

The Board would like to state clearly that the proposed amendments to the
Articles above are subject to (i) the approvals of the Independent Shareholders of
the Company in EGM and the Class Meetings; (ii) completion of Domestic Shares
Subscription; and (iii) approval of and registration or filing with the relevant PRC
government authorities. As such, the above proposed amendments to the Articles
may be subject to further modifications to the extent as necessary to reflect the
actual registered capital structure of the Company as may be required by the
relevant PRC regulatory authorities.

As advised by the Company’s legal adviser as to PRC laws, the proposed
amendments to the Articles is in compliance with the relevant PRC laws,
regulations and the normative documents. As advised by the Company’s legal
adviser as to Hong Kong laws, the proposed amendments to the Articles is in
compliance with the relevant provisions in the Listing Rules. The Directors,
having considered the advice of the Company’s legal adviser as to the PRC laws
and the Company’s legal adviser as to the Hong Kong laws, confirm that there is
nothing unusual about the proposed amendments to the Articles for a company
listed in Hong Kong.

The English version of the proposed amendments to the Articles above is an
unofficial translation of its Chinese version prepared for reference only. In case of
any discrepancy between the two versions, the Chinese version shall prevail.

– 12 –
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7. Information on the parties

Information relating to the Group

The Group provides visual identification and Radio-frequency Identification
(RFID) technologies based solutions to areas in intelligent transportation, custom
and logistics services, health care and other sectors.

Information relating to Sample Group

Sample Group primarily engages in the investment and research in high-tech
industries, high-tech consulting and assets management. Sample Group is
beneficially owned as to approximately 47.91% by Mr. Sha Min, the chairman of
the Company and an executive Director, as to approximately 4.67% by Mr. Chang
Yong, an executive Director and as to approximately 47.42% by 16 individuals
who are all Independent Third Parties.

8. Listing Rules implications

The Domestic Shares Subscription Agreement is governed by PRC laws. As the
Company’s H Shares are listed on the Hong Kong Stock Exchange, the Domestic
Shares Subscription must also comply with the Listing Rules.

As at the Latest Practicable Date, Sample Group directly holds 60,770,000
Domestic Shares in the Company, representing approximately 27.12% shareholding in
the Company’s total issued share capital. According to the Listing Rules, Sample
Group is a substantial shareholder of the Company. Pursuant to Rule 14A.07 of the
Listing Rules, Sample Group is a connected person of the Company, the Domestic
Shares Subscription therefore constitutes a connected transaction of the Company and
is subject to reporting, announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules. The Domestic Shares
Subscription to be proposed at the EGM and the Class Meetings are required to be
approved by way of a special resolution by the Independent Shareholders. Sample
Group, Sample Commerce City, Mr. Sha Min and Active Gold will abstain from voting
on the resolutions to be proposed at the EGM and the Class Meetings for approving the
Domestic Shares Subscription Agreement and the transactions contemplated thereunder,
the specific mandate and the Whitewash Waiver.

Mr. Chang Yong, an executive Director, is a shareholder of Sample Group and is
interested in approximately 4.67% equity interest in Sample Group. Mr. Chang Yong is
therefore deemed to be interested in the Domestic Shares Subscription Agreement and
the transactions contemplated thereunder. As such, each of Mr. Sha Min and Mr. Chang
Yong shall abstain from voting at the meeting of the Board approving the Domestic
Shares Subscription Agreement and the transactions contemplated thereunder. Each of
Mr. Sha Min and Mr. Chang Yong has abstained from voting at the relevant Board
meeting approving, inter alia, the Domestic Shares Subscription Agreement.

– 13 –
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9. Takeovers code implications and application for Whitewash Waiver

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

Immediately after the completion of the Domestic Shares Subscription and
assuming no other changes to the issued share capital of the Company, Sample Group
and parties acting or presumed to be acting in concert with it (including Sample
Commerce City, Mr. Sha Min and Active Gold) will hold approximately 66.07% of the
Company’s then enlarged issued share capital. Despite the fact that Sample Group and
parties acting or presumed to be acting in concert with it hold in aggregate more than
50% of the entire issued share capital of the Company, as the shareholding of Sample
Group itself will increase from approximately 27.12% to approximately 48.45% as a
result of the Domestic Shares Subscription, pursuant to Rule 26.1 of the Takeovers
Code, Sample Group will be required to make a mandatory general offer for all the
issued shares of the Company not already owned or agreed to be acquired by Sample
Group and parties acting or presumed to be acting in concert with it unless the
Whitewash Waiver is obtained from the Executive pursuant to Note 1 on dispensations
from Rule 26 of the Takeovers Code.

Completion of the Domestic Shares Subscription is conditional upon, among other
things, the Whitewash Waiver being granted by the Executive and approved by the
Independent Shareholders taken by way of a poll at the EGM and the Class Meetings.
If the Whitewash Waiver is not granted by the Executive or not approved by the
Independent Shareholders, the Domestic Shares Subscription Agreement will not
become unconditional and the Domestic Shares Subscription will not proceed.

On 18 November 2014, an application was made on behalf of Sample Group to
the Executive for the granting of the Whitewash Waiver pursuant to Note 1 on
dispensations from Rule 26 of the Takeovers Code in respect of the issue of the new
Domestic Shares pursuant to the Domestic Shares Subscription. The Executive has
indicated that it will grant the Whitewash Waiver, which if granted, will be subject to
the approval of the Independent Shareholders taken by way of a poll at the EGM and
the Class Meetings. Sample Group and parties acting or presumed to be acting in
concert with it (including Sample Commerce City, Mr. Sha Min and Active Gold) will
abstain from voting in respect of the resolutions to approve the Domestic Shares
Subscription, the Domestic Shares Subscription Agreement, the proposed amendments
to the Articles, the specific mandate and the Whitewash Waiver at the EGM and the
Class Meetings. As far as the Directors are aware, currently, save for Sample Group,

– 14 –
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Sample Commerce City, Mr. Sha Min and Active Gold, there are no other Shareholders
who are interested or involved in the Domestic Shares Subscription and/or the
Whitewash Waiver.

Immediately after the completion of the Domestic Shares Subscription and
assuming no other changes to the issued share capital of the Company, Sample Group
and parties acting or presumed to be acting in concert with it (including Sample
Commerce City, Mr. Sha Min and Active Gold) will hold approximately 66.07% of the
Company’s then enlarged issued share capital, i.e. more than 50% of the voting rights
of the Company, and they may further increase their holding without incurring any
further obligations under Rule 26 of the Takeovers Code to make a general offer.

As at the Latest Practicable Date, other than the approximately 52.04% interest in
the total existing issued share capital of the Company (or an aggregate of 116,615,000
Domestic Shares) owned by Sample Group and parties acting or presumed to be acting
in concert with it (details of which are set out under the sub-section headed “3.
Shareholding structure of the Company” under the section headed “II. PROPOSED
SUBSCRIPTION OF NEW DOMESTIC SHARES BY NANJING SAMPLE
TECHNOLOGY GROUP COMPANY LIMITED*” of this circular) and all the
transactions contemplated under the proposed Domestic Shares Subscription and as
disclosed in this circular, neither Sample Group nor any party acting or presumed to be
acting in concert with it:

(i) holds, owns, controls or directs any shares, convertible securities, warrants,
options or derivatives in respect of the securities in the Company nor has
entered into any outstanding derivatives in respect of the securities in the
Company;

(ii) has secured any irrevocable commitment from any Independent Shareholders
to vote in favour of or against the resolutions approving the transactions
contemplated under the Domestic Shares Subscription Agreement and/or the
Whitewash Waiver;

(iii) has any arrangement as referred to in Note 8 to Rule 22 of the Takeovers
Code (whether by way of option, indemnity or otherwise) or contracts with
any other parties in relation to the relevant securities (as defined in Note 4
to Rule 22 of the Takeovers Code) of the Company or Sample Group which
might be material to the Domestic Shares Subscription and/or the Whitewash
Waiver;

(iv) has any agreement or arrangement to which Sample Group or any party
acting or presumed to be acting in concert with it is a party which relates to
the circumstances in which it may or may not invoke or seek to invoke a
pre-condition or a condition to the Domestic Shares Subscription and/or the
Whitewash Waiver; and

(v) has borrowed or lent any relevant securities (as defined in Note 4 to Rule 22
of the Takeovers Code) of the Company.

– 15 –



10                      210049  
025 84356666    025 84356650   www.sampletech.com.cn 

֤҈ ᴍ Ὲ                                                               

Save for the entering into of the Domestic Shares Subscription Agreement, neither
Sample Group nor any party acting or presumed to be acting in concert with it has acquired
or disposed of any voting rights of the Company or has dealt for value in any shares,
convertible securities, warrants, options or derivatives in respect of the securities of the
Company in the six-month period prior to the date of the Announcement and up to and




