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2803 Great Eagle Centre, 23 Harbour Road, Wanchai, Hong Kong
Tel: 2922-8228 Fax: 2501-0729
14 March 2003
Securities and Exchange Commission Your Reference: File No. 82-3667

450 Fifth Street, N. W,

Washington, D. C. 20549
USA I

MO e

Dear Sir,

We are pleased to enclose a copy announcement of 27 January 2003 and a copy of circular dated
17 February 2003 for your kind attention.

If you have any queries, please contact Mr. Lawrence Yip of our office at (852) 2922-8228.
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Lawrence Yip
Executive Director

Yours faithfully,

Enc.
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspec‘t about this circular or as to the action to be taken, you should

consult your stockbroker or other registered dealer in securities, bank manager, solicitor, professional
accountant or other professional adviser.

If you have sold or transferred all your shares in City e-Solutions Limited, you should immediately
hand this circular and the accompanying form of proxy to the purchaser or transferee or to the bank,

stockbroker or other agent through whom the sale or transfer was effected for onward transmission to
the purchaser or transferee. '

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular,
makes no representation as to its accuracy or completeness and expressly disclaims any liability

whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this circular.
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CES.

City e-Solutions Limited S
(Incorporated in the Cayman Islands with limited liability)

RENEWAL OF WAIVER FOR
ONGOING CONNECTED TRANSACTIONS

Independent Financial Adviser to the Independent Board Committee

‘ PLATINUM
‘;} Securities

A letter from the Independent Board Committee is set out on page 10 of this circular. A letter from

Platinum Securities Company Limited containing its advice to the Independent Board Committee is set
out on pages 11 to 16 of this circular.

A notice convening an extraordinary general meeting of the Company to be held at Room 2803, 28th
Floor, Great Eagle Centre, 23 Harbour Road, Wanchai, Hong Kong at 9:15 a.m. on 13 March 2003 is
set out on page 23 of this circular. Whether or not you are able to attend the meeting, you are requested
to complete and return the enclosed form of proxy in accordance with the instructions printed thereon
to the principal office of the Company at Room 2803, 28th Floor, Great Eagle Centre, 23 Harbour
Road, Wanchai, Hong Kong as soon as possible and in any event not later than 48 hours before the
time appointed for holding the meeting or any adjournment thereof. Completion and return of the form

of proxy will not preclude you from attending and voting in person at the meeting or at any adjourned
meeting should you so wish.

17 February 2003




CONTENTS

‘ Page
Definitions . .. .. ... e 1
Letter from the Board
Introduction . .. .. ... 4
The Hospitality Related Transactions . .......... .. ...t 5
Reasons for the Hospitality Related Transactions . ............ ... ... ... .. ..... 6
The New Waiver . .. .. 7
EGM L 3
Independent Board Committee’s Recommendation .. ...... ... ... ... ......... 9
Additional Information . . ... ... . e 9
Letter from the Independent Board Committee . .. ... ... ... ... ... ... ........... 10
Letter from Platinum Securities . .. ... ... ... ... 11
Appendix — General Information . ... ... .. ... . ... .. ... .. .. ... .. ... ... 17
Notice of Extraordinary General Meeting .. ......... .. ... .. ... ... ... ... ... .. .. 23




" DEFINITIONS

»
In this circular, unless the context otherwise indicatés, the following expressions have the

following meanings:

“2000 Circular” the circular issued by the Company dated 17 July 2000 in
respect of, among others, the Hospitality Related Transactions
between the Group and the M&C Group

“2000 Waiver” the waiver from strict compliance with the relevant
requirements of the Listing Rules granted by the Stock
Exchange in 2000 to the Company in respect of, among
others, the Hospitality Related Transactions, subject to
certain conditions as set out in the 2000 Circular

“associate” has the meaning ascribed to it by the Listing Rules
“Board” the board of Directors
“CDL” City Developments Limited, a company incorporated in the

Republic of Singapore, whose shares are listed on the
Singapore Exchange Securities Trading Limited, the
controlling Shareholder holding approximately 52% of the
issued share capital of the Company

“Company” City e-Solutions Limited, a company incorporated in the
Cayman Islands, whose shares are listed on the Stock
Exchange and owned as to approximately 52% by CDL

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

“EGM” the extraordinary general meeting of the Company to be held
at Room 2803; 28th Floor, Great Eagle Centre, 23 Harbour
Road, Wanchai, Hong Kong at 9:15 a.m. on 13 March 2003,
the notice of which is set out on page 23 of this circular, or
any adjournment thereof, for the purpose of considering and,
if thought fit, approving the Hospitality Related Transactions
and the matters relating thereto

“Group” the Company and its subsidiaries

“Hong Kong” the Hong Kong Special Administrative Region of the People’s
Republic of China

“Hospitality Related Transactions” certain hospitality related services provided by the Group
through SWAN to the hotels owned by the M&C Group, for
which the 2000 Waiver was granted by the Stock Exchange,
details of which are described in the section headed “The
Hospitality Related Transactions” in this circular



DEFINITIONS

“Independent Board Committee”

“Independent Shareholders™

“Latest Practicable Date”

“Listing Rules”

“M&C”

“M&C Group”

“New Waiver”

“Platinum Securities”

“SDI Ordinance”

“Shareholder(s)”

“Stock Exchange”

“SWAN”

E(UK’!
“US” or “United States”

“%n

an independent committee of the Board formed to advise the
Independent Shareholders on the terms of the Hospitality
Related Transactions, which comprises Dr. Lo Ka Shui, Mr.
Lee Jackson also known as Li Chik Sin and Mr. Chan Bernard
Charnwut

the shareholders of the Company other than CDL and its
associates

13 February 2003 being the latest practicable date prior to the
printing of this circular for ascertaining certain information
contained in this circular

the Rules Governing the Listing of Securities on the Stock
Exchange

Millennium & Copthorne Hotels plc, a public company
incorporated in England and Wales, whose shares are listed on
the London Stock Exchange Limited and indirectly owned as
to approximately 52% by CDL

M&C and its subsidiaries

the waiver submitted to the Stock Exchange by the Company
applying for a waiver from strict compliance of the Listing
Rules in respect of the Hospitality Related Transactions

Platinum Securities Company Limited, an investment adviser
and a securities dealer registered under the Securities
Ordinance (Chapter 333 of the Laws of Hong Kong)

Securities (Disclosure of Interests) Ordinance (Chapter 396 of
the Laws of Hong Kong)

the holder(s) of the share(s) of HK$1.00 each in the capital of
the Company

The Stock Exchange of Hong Kong Limited

SWAN lInc., a company incorporated in the State of Colorado,
United States, whose issued share capital is indirectly held as
to 85% by the Company and 15% by M&C

United Kingdom of Great Britain and Northern Ireland
the United States of America

per cent.




DEFINITIONS

“HK$”

“S$n

“£n

Hong Kong Dollar(s), the lawful currency of Hong Kong

Singapore Dollar(s), the lawful currency of the Republic of
Singapore

Pound(s) Sterling, the lawful currency of the UK
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CCS.

City e-Solutions Limited

(Incorporated in the Cayman Islands with limired liability)

Directors: Principal office:
Kwek Leng Beng (Chairman and Managing Director) Room 2803, 28th Floor,
Vincent Yeo Wee Eng (Chief Executive Officer) Great Eagle Centre,
Kwek Leng Joo 23 Harbour Road,
Kwek Leng Peck Wanchai,
Gan Khai Choon Hong Kong
Wong Hong Ren* '
Lawrence Yip Wai Lam Registered Office:

c¢/o Maples and Calder
Independent Directors: P.O. Box 309
Dr. Lo Ka Shui* Grand Cayman
Lee Jackson also known as Li Chik Sin* Cayman Islands
Chan Bernard Charnwut* British West Indies

* Non-executive Directors

17 February 2003

To the Shareholders

Dear Sir/Madam,

RENEWAL OF WAIVER FOR
ONGOING CONNECTED TRANSACTIONS

INTRODUCTION

It was announced on 24 January 2003 that the 2000 Waiver in respect of, among others, the
Hospitality Related Transactions had expired on 31 December 2002. To enable the Group to enter into
the Hospitality Related Transactions after expiry of the 2000 Waiver, the Company has applied to the
Stock Exchange for a conditional waiver from strict compliance with the requirements under Chapter
14 of the Listing Rules for each of the three financial years ending 31 December 2005. Subject to the
granting of the New Waiver by the Stock Exchange and the Independent Shareholders approving the
Hospitality Related Transactions at the EGM, the Group will continue to enter into the Hospitality
Related Transactions with the M&C Group.
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An Independent Board Committee, comprising Dr. Lo Ka Shui, Mr. Lee Jackson and Mr. Chan
Bernard Charnwut, the independent non-executive Directors, has been established to advise the
Independent Shareholders regarding the terms of the Hospitality Related Transactions. Platinum
Securities has been appointed as the independent financial adviser to advise the Independent Board

Committee in this regard.

The purpose of this circular is to provide you with further information in relation to the
Hospitality Related Transactions, the New Waiver, the advice of the Independent Board Committee,
the letter of recommendation from Platinum Securities to the Independent Board Committee and to

give you the notice of the EGM.

THE HOSPITALITY RELATED TRANSACTIONS

The Hospitality Related Transactions provided by the Group, through SWAN (an indirect 85%
owned subsidiary of the Company), to hotels owned by the M&C Group include principally the

hospitality reservation services and hospitality related risk management services.
Hospitality reservation services

The fees charged by the Group for hotel reservation is a combination of a monthly service fee
and a transaction fee. The monthly service fees charged are in accordance with the level of ongoing
support provided. The type of support provided include giving advice on which third party website the
hotels should partner with, what room rates should be displayed on various distribution channels and
what strategies the hotels should deploy for different market segments. The transaction fees are
charged on a per booking basis and agreed upfront with a customer based on the expected volume of
booking that the hotel is expected to generate during the contract period. Customers that generate high
volume of transactions will generally be entitled to receive a bulk discount. M&C Group and

independent third parties are charged on the same basis.
Hospitality related risk management services

Hospitality related risk management services offered by the Group include principally assisting
hotels to get competitive insurance premiums through collective bargaining, conducting risk audits at
the hotels, implementing risk prevention training programmes and offering software to record and
track accidents at hotels to facilitate better risk management. These services are normally based on the
insurance requireménts of the hotel property which is partly determined by the various lines of
coverage and size of the hotel. Service fees charged are commensurate to the type and scope of
services provided and agreed with each individual customer on a case by case basis. Connected parties

and independent third parties are charged on the same basis.
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The Group had provided Hospit;\lity Related Transactions to the hotels owned by the M&C
Group for the past two financial years ended 31 December 2002. During the material time, M&C was,
and still is, a connected person of the Company because M&C was both a subsidiary of CDL (the
controlling shareholder of the Company and indirectly owning approximately 52% of the entire issued
share capital of the Company) and indirectly holding 15% equity interests in SWAN. Accordingly, the
Hospitality Related Transactions provided by the Group to the M&C Group constituted connected
transactions for the Company under the Listing Rules. The Company had made an application to the
Stock Exchange for, and the Stock Exchange had granted, a conditional waiver from strict compliance
with the relevant disclosure and/or shareholders’ approval requirements under the Listing Rules for the
Hospitality Related Transactions. Details of the 2000 Waiver were set out in the 2000 Circular and

such waiver expired on 31 December 2002.

The total amount of the turnover generated from the Hospitality Related Transactions for each
of the two years ended 31 December 2002 did not exceed the cap of (i) 35% of total turnover of the
Group for the year ended 31 December 2001 and (ii) 23% of the total turnover of the Group for the
year ended 31 December 2002 respectively. The historic total amount of the annual turnover generated
from the Hospitality Related Transactions as a percentage of the annual turnover of the Group for each
of the two years ended 31 December 2002 are set out as follows:

Percentage of the Percentage of the

turnover of the Group turnover of the Group

for the year ended for the year ended

31 December 2001 31 December 2002

% %

Hospitality reservation services 16.3 17.0
Hospitality related risk management services 11.2 5.9
Hospitality Related Transactions 27.5 22.9

REASONS FOR THE HOSPITALITY RELATED TRANSACTIONS

The Directors (including the independent non-executive Directors) have confirmed that the
Hospitality Related Transactions with the M&C Group have been, and will be, conducted (i) in the
usual and ordinary course of business of the Group; (ii) on normal commercial terms; and (iii) on
terms that are fair and reasonable so far as the Company and the Independent Shareholders taken as

a whole are concerned.

The Directors believe that the continuance of the Hospitality Related Transactions are beneficial
to the future of the Group mainly because the services provided to the hotels owned by the M&C
Group allow the Company to generate more revenue, and therefore profitability; and the Group and
the M&C Group have had a long established working relationship. The continuing relationship will
continue to bring to the Group the past operational convenience and benefits and is mutually beneficial

for all the parties involved.
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THE NEW WAIVER

As M&C is still a connected person of the Company as described above, the Hospitality Related
Transactions to be provided by the Group to the hotels owned by the M&C Group after expiry of the
2000 Waiver will constitute connected transactions for the Company under the Listing Rules and they
would normally require disclosure and prior approval by the Independent Shareholders. However,
since the Hospitality Related Transactions will be conducted in the usual and ordinary course of
business and will occur on a regular basis, the Directors do not believe it would be practical to make
disclosure or, if necessary, obtain Independent Shareholders’ approval for each transaction as it arises.
Accordingly, application has been made on behalf of the Company to the Stock Exchange to grant a
waiver for a period of three financial years up to 31 December 2005 from strict compliance with the
relevant disclosure and independent shareholders’ approval requirements under the Listing Rules in
respect of the Hospitality Related Transactions and matters arising from or in connection with such
Hospitality Related Transactions. The Hospitality Related Transactions and the cap amount set out in
paragraph (d) below shall require approval of the Independent Shareholders under the Listing Rules.
The cap amount is determined primarily with reference to the Group’s management’s projected trend
of the annual turnover for the three financial years ending 31 December 2005 and the historic
percentage of the revenue from such Hospitality Related Transactions over the Group’s total annual

audited turnover. Any waiver granted will be subject to the following conditions:

(a) the Hospitality Related Transactions and the relevant agreements (if any) governing them
shall be:

(i) entered into by the Group in the ordinary and usual course of its business on terms that
are fair and reasonable so far as the Company and its shareholders as a whole are

concerned; and

(il) on normal commercial terms and on an arm’s length basis and, where applicable, in

accordance with the terms of the agreements;

(b) the Company shall disclose the details of the transactions in its annual report and accounts
as set out in Rule 14.25(1) (A) to (D) of the Listing Rules together with a statement of the
independent non-executive Directors and the auditors of the Company referred to in

paragraphs (c) and (e);

(c¢) the independent non-executive Directors shall review the transactions annually and
confirm, in the Company’s annual report and accounts for the year in question, that such
transactions have been conducted in the manner as stated in paragraph (a) above and within

the cap amount set out in paragraph (d) below (“cap amount™);

(d) total revenue from the transactions for each of the three financial years ending 31 December
2005 shall not exceed 23 per cent. of the total turnover of the Group for the relevant

financial year;
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(¢) the auditors of the Company shall review the transactions annually and provide the
Directors with a letter stating that:

(i) the transactions have been approved by the Directors;
(i) the transactions are in accordance with the pricing policies of the Group;
(iii) whether the cap amount has been exceeded; and

(iv) the transactions have been entered into in accordance with the terms of the agreement
relating to the transactions in question. A copy of the auditors’ letter will be provided
to the Stock Exchange by the Company. The Company shall contact the Stock
Exchange immediately if the auditors decline to accept the engagement or are unable

to provide the auditors’ letter; and

(f) the ordinary resolution to be proposed at the EGM to approve the transactions and the cap
amount in respect thereof is passed by the Independent Shareholders.

The Stock Exchange has indicated that (i) if any of the terms of the above mentioned connected
transactions are altered; or (ii) if the annual aggregate revenue from the connected parties exceed the
cap amount stated above, the Stock Exchange may revoke the waiver and the above mentioned

connected transactions will be subject to the requirements of the Listing Rules.

EGM

Set out on page 23 of this circular is a notice convening the EGM 1o be held at Room 2803, 28th
Floor, Great Eagle Centre, 23 Harbour Road, Wanchai, Hong Kong at 9:15 a.m. on 13 March 2003.
The EGM will be convened for the purpose of considering and, if thought fit, approving the
Hospitality Related Transactions and the cap amount.

A form of proxy for use at the EGM is enclosed herewith. Whether or not you are able to attend
the EGM in person, you are requested to complete and return the form of proxy in accordance with
the instructions printed thereon to the principal office of the Company at Room 2803, 28th Floor,
Great Eagle Centre, 23 Harbour Road, Wanchai, Hong Kong as soon as possible and in any event by
not later than 48 hours before the time appointed for holding the EGM or any adjournment thereof.
Completion and return of the form of proxy will not preclude you from attending and voting at the
EGM or at any adjourned meeting should you so wish.

As required under the Listing Rules, CDL and its associates who are Shareholders will abstain
from voting on the ordinary resolution to be proposed at the EGM to approve the Hospitality Related

Transactions.
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INDEPENDENT BOARD COMMITTEE’S RECOMMEND;&TION

Your attention is drawn to (i) the letter from the Independent Board Committee set out on page
10 of this circular which contains the recommendation of the Independent Board Committee to the
Independent Shareholders concerning the Hospitality Related Transactions; and (ii) the letter from
Platinum Securities set out on pages 11 to 16 of this circular which contains its recommendation to
the Independent Board Committee on the Hospitality Related Transactions and the principal factors

and reasons considered by Platinum Securities in arriving at its recommendation.

As stated in the letter from the Independent Board Committee, the Independent Board
Committee, having taken into account the principal factors and reasons considered by, and the advice
of Platinum Securities, considers that the terms of the Hospitality Related Transactions and the cap
amount are fair and reasonable so far as the interests of the Independent Shareholders are concerned.
Accordingly, it recommends the Independent Shareholders to vote in favour of the ordinary resolution
to be proposed at the EGM to approve the Hospitality Related Transactions and the cap amount.

ADDITIONAL INFORMATION

Your attention is also drawn to the additional information set out in the appendix to this circular.

Yours faithfully,
By Order of the Board
Kwek Leng Beng
Chairman
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CEeS.

City e-Solutions Limited

(Incorporated in the Cayman Islands with limired liability)

17 February 2003

To the Independent Shareholders
Dear Sir/Madam,

RENEWAL OF WAIVER FOR
ONGOING CONNECTED TRANSACTIONS

We refer to the circular dated 17 February 2003 (“Circular™) issued by the Company of which
this letter forms part. Terms defined in the Circular shall have the same meanings when used in this
letter, uniess the context requires otherwise.

We have been appointed by the Board as the Independent Board Committee established to
consider the terms of the Hospitality Related Transactions and to advise you as to whether the terms
of the Hospitality Related Transactions are fair and reasonable so far as the interests of the
Independent Shareholders are concerned.

Platinum Securities has been appointed as the independent financial adviser to advise us
regarding the Hospitality Related Transactions. Details of the advice of Platinum Securities, together
with the principal factors and reasons taken into consideration in arriving at such advice, are set out
in its letter in the Circular.

Having considered the principal factors and reasons considered by, and the opinion of Platinum
Securities, we are of the opinion that the terms of the Hospitality Related Transactions and the cap
amount as set out in the paragraph headed “The New Waiver” of the letter from the Board in the
Circular are fair and reasonable so far as the interests of the Independent Shareholders are concerned.
We therefore recommend you to vote in favour of the ordinary resolution to approve the Hospitality
Related Transactions and the cap amount as set out in the notice of the EGM at the end of the Circular.

Yours faithfully,

Dr. Lo Ka Shui Mr. Lee Jackson Mr. Chan Bernard Charnwut

Independent Non-Executive Director Independent Non-Executive Director Independent Non-Executive Director

— 10 —
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Set out below is the text of a letter from Platinum Securities to the Independent Board Committee

prepared for inclusion in this circular:

PLATINUM Securities Company Limited

ﬂ

w 22/F Standard Chartered Bank Building
4 Des Voeux Road, Central

Hong Kong

Telephone (852) 2841 7000

Facsimile (852) 2522 2700

17 February 2003

City e-Solutions Limited
Room 2803, 28th Floor
Great Eagle Centre

23 Harbour Road
Wanchai

Hong Kong

To the Independent Board Committee

Dear Sirs,

RENEWAL OF WAIVER FOR
ONGOING CONNECTED TRANSACTIONS

We refer to our engagement under which Platinum Securities has been appointed as the
independent financial adviser to advise the Independent Board Committee in respect of the Hospitality
Related Transactions, details of which are set out in the letter from the Board in the circular of the
Company dated 17 February 2003 (the “Circular”) to the Shareholders of which this letter forms part.
Terms used in this letter shall have the same meanings as those defined in the Circular unless the

context requires otherwise.

In our capacity as the independent financial adviser to the Independent Board Committee, our
role is to give an independent opinion as to whether the terms of the Hospitality Related Transactions,
as a whole, are fair and reasonable insofar as the interests of the Independent Shareholders are
concerned. Our letter of recommendation to the Independent Board Committee has been prepared and
delivered in accordance with the requirements of the Listing Rules for the purpose of assisting the
Independent Board Committee in their duties to evaluate the terms of the Hospitality Related

Transactions.

— 11 —
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In formulating our recommendation, we have relied on the information and facts supplied by, the
opinions expressed by and the representations of, the Directors and management of the Company
concerning the Group and the Hospitality Related Transactions, including those facts, opinions and
representations set out in the Circular. We have assumed that all such information is true and accurate
in all material respects as at the date hereof. The Directors have confirmed that they take full

responsibility for the contents of the Circular.

We have no reason to suspect that such information is inaccurate or that any material facts have
been omitted or withheld from the information supplied or opinions expressed in the Circular. In line
with normal practice, we have not, however, conducted a verification process of the information
supplied to us, nor have we conducted any independent in-depth investigation into the business and
affairs of the Group. The Directors have confirmed that no material facts have been omitted from the
information supplied to us. We consider that we have reviewed sufficient information to enable us to
reach an informed view and to provide a reasonable basis for our recommendation regarding the

Hospitality Related Transactions.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our opinion as to whether the terms of the Hospitality Related Transactions are
fair and reasonable insofar as the interests of the Independent Shareholders are concerned, we have

considered the following principal factors:

Background of and reasons for the Hospitality Related Transactions

CDL has substantial shareholding interest in both the Company and M&C and accordingly
services provided by the Group to the M&C Group constitute connected transactions for the Company
under the Listing Rules. The Company obtained the 2000 Waiver in respect of, amongst other things,
the Hospitality Related Transactions from the Stock Exchange waiving it from strict compliance with
the relevant disclosure and/or Independent Shareholders’ approval requirements under the Listing
Rules. However, the 2000 Waiver expired on 31 December 2002.

Given the on-going nature of the Hospitality Related Transactions, the Directors considered that
strict compliances with the relevant Listing Rules requirements would be impracticable and unduly
onerous, and the costs involved in complying with such requirements would not be beneficial to the
Shareholders and the Company. Therefore, the Company has applied to the Stock Exchange for the
New Waiver in order to enable the Group to continue entering into the Hospitality Related
Transactions after the expiry of the 2000 Waiver. The New Waiver, amongst other things, is subject
to the Independent Shareholders approving the Hospitality Related Transactions and the cap amount
in respect thereof at the EGM. To this end, we consider that it is a logical decision to apply for the
New Waiver which would enable the Company to execute the Hospitality Related Transactions with
flexibility and in an efficient and cost effective way.

— 12 —



LETTER FROM PLATINUM SECURITIES

The Directors stated the reasons for the continuance of the Hospitality Related Transactions in
the letter from the Board in the Circular. In particular, services provided to the hotels owned by the
M&C Group allow the Group to generate more revenue and profit to the Group. The Hospitality
Related Transactions represented a substantial amount of approximately 22.9% of the turnover of the
Group for the year ended 31 December 2002. The Directors also stated that the Group and the M&C
Group have established a long working relationship so that maintaining a business relationship with
the M&C Group will continue to benefit the Group from the past operational convenience and is
mutually beneficial for all the parties involved. In this regard, we concur with the view of the
Directors that maintaining the business relationship with the M&C Group in respect of the Hospitality
Related Transactions is in the interests of the Group and the Independent Shareholders.

Terms of the Hospitality Related Transactions

(1)  Nature of the Hospitality Related Transactions

The Group has, through SWAN, provided Hospitality Related Transactions to the hotels owned
by the M&C Group for two financial years ended 31 December 2002. The Hospitality Related
Transactions include principally the hospitality reservation services and the hospitality related risk

management services.

For the hospitality reservation services, the Group currently charges hotels a combination of a
monthly fee and a transaction fee. The monthly fees charged are in accordance with the level of
ongoing support provided. The transaction fees are charged to the hotels on a per-transaction basis and
the rates are negotiated and agreed with the hotels upfront. The negotiated transaction fees principally
vary with the size of the relevant hotels and/or the volume of business during the contract period.
Customers that generate high volume of transactions will generally be entitled to receive a bulk
discount, that is, the larger the volume of transactions being generated, the lower is the rate. As the
M&C Group is a major user of the hospitality reservation services of the Group, it receives and will
continue to receive a volume discount on the same basis as an independent third-party user of similar
volume. We have obtained and reviewed the rates at which the Group charges the third party hotels
and the hotels cwned by the M&C Group and noted that the rates are comparable when the business
volume involved are taken into consideration. The Directors have further confirmed that the M&C
Group is and will be charged on the same basis as independent third parties in respect of the hospitality
reservation services and we believe that this arrangement is fair and reasonable.

In respect of the hospitality related risk management services, the charges are normally based on
the insurance requirements of the hotel property. Such insurance requirements vary with different
types of coverage and size of the hotel. As such, the risk management service fees are agreed with each
individual customer on a case by case basis. We have obtained and reviewed the rates at which the
Group charges the third party hotels and the hotels owned by the M&C Group and noted that the rates
are comparable when the business type and scope are taken into consideration. The Directors have
further confirmed that the rates and terms currently offered, and to be offered, to the M&C Group are,
and will be, on the same basis as those offered, and to be offered, to third parties placing business of
similar type and scope to the Group. On this basis, we consider the arrangement between the M&C
Group and the Group to be fair and reasonable.

— 13 —
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(i1) Cap Amount of the Hospitality Related Transactions

It is one of the conditions of the New Waiver that the total turnover from the Hospitality Related
Transactions for each of the three financial years ending 31 December 2005 shall not exceed 23 % (the
“Cap Amount”) of the total turnover of the Group for the relevant financial year. We have been advised

by the Directors that the Cap Amount is determined primarily with reference to:

(a) the trend of the annual turnover for the three financial years ending 31 December 2005 as
projected by the management of the Group; and

(b) the historic percentage of the revenue from the Hospitality Related Transactions to the
audited total annual turnover of the Group.

The historic amount of the annual turnover generated from the Hospitality Related Transactions
as a percentage of the annual turnover of the Group for each of the two years ended 31 December 2002

are set out as follows:

Percentage of the Percentage of the

turnover of the Group turnover of the Group

for the year ended for the year ended

31 December 2001 31 December 2002

% %

Hospitality reservation services 16.3 17.0
Hospitality related risk management services 11.2 5.9
Hospitality Related Transactions 27.5 22.9

As shown in the above table, the Hospitality Related Transactions have declined from
approximately 27.5% to approximately 22.9% of the turnover of the Group for the two years ended
31 December 2002. The decline was mainly due to the substantial decrease in revenue generated from
hospitality related risk management services provided to the hotels owned by the M&C Group, the
amount of which represented approximately 11.2% and approximately 5.9% of the turnover of the
Group for the two years ended 31 December 2002 respectively. The reason for the decrease in turnover
of hospitality related risk management services was due to the fact that in 2001, the Group was
appointed as the service provider to handle the placement of insurance coverage for all lines of the
hotels of the M&C Group worldwide. However, in 2002, the M&C Group decided to handle such
placement on its own except for the 13 hotels in the US. As such, fees paid to Group in respect of
hospitality related risk management services were reduced in accordance with the smaller scope of
work. The M&C Group has informed the Group that from 2003 onwards it intends to work directly
with the insurance brokers for the placement of insurance. The only hospitality related risk

— 14 —
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management service that the Group will provide to the M&C Group is expected to be the provision
of consultative work on workers compensation to the 13 hotels of the M&C Group in the US. As a
result, turnover of hospitality related risk management services has been projected to be less for the

three years ending 31 December 2005 than those of the two years ended 31 December 2002.

On the other hand, hospitality reservation services provided to the hotels owned by the M&C
Group increased slightly from approximately 16.3% to approximately 17.0% of the turnover of the
Group for the past two years ended 31 December 2002. Based on estimates made by the management
on the increase in rate of service fee for the reservation services and increase in the number of
reservation transactions due to slight business growth, it is projected that turnovers generated from
hospitality reservation services will increase slightly and steadily for the three years ending 31
December 2005. We consider such estimates made by the management of the Group to be reasonable.

Taking into account the projections by the management on turnovers for the three financial years
ending 31 December 2005 and the historic percentage of turnover from the Hospitality Related
Transactions to the annual turnover of the Group, we consider the Cap Amount of 23% of the New

Waiver to be reasonable.
(ii1) New Waiver

The New Waiver is subject to a number of conditions, details of which have been set out in the
letter from the Board in the Circular. In particular, the New Waiver requires the Hospitality Related
Transactions be entered into by the Group in the ordinary and usual course of business, on normal
commercial terms and on an arm’s length basis, and on terms that are fair and reasonable so far as the
Company and the Shareholders, taken as a whole, are concerned. The Directors have confirmed that
the Hospitality Related Transactions will be conducted in accordance with the conditions of the New
Waiver. In addition, the auditor of the Company shall review the Hospitality Related Transactions
annually and confirm to the Directors in writing, a copy of which shall be provided to the Stock
Exchange, that the Group has carried out the Hospitality Related Transactions in accordance with the
principal conditions of the New Waiver. We consider the conditions of the New Waiver reasonable
arrangements to help ensure that the Hospitality Related Transactions will be carried out on normal
commercial terms and on arm’s length basis, and are fair and reasonable so far as the interests of the

Company and the Independent Shareholders, taken as a whole, are concerned.

Having considered the above reasons, we are of the view that the proposed terms and conditions
of the New Waiver are fair and reasonable so far as the Independent Shareholders are concerned.
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LETTER FROM PLATINUM SECURITIES

RECOMMENDATION

Having considered the above-mentioned principal factors, we are of the opinion that the terms
of the Hospitality Related Transactions are fair and reasonable so far as the interests of the
Independent Shareholders are concerned. Accordingly, we advise the Independent Board Committee
to recommend the Independent Shareholders to vote in favour of the ordinary resolution to approve
the Hospitality Related Transactions and the Cap Amount in respect thereof to be proposed at the
EGM.

Yours faithfully,

For and on behalf of
Platinum Securities Company Limited
Jeny Lau
Managing Director
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APPENDIX o | GENERAL INFORMATION

1. RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose of
giving information with regard to the Group. The Directors collectively and individually accept full
responsibility for the accuracy of the information contained in this circular and confirm, having made
all reasonable enquiries, that to the best of their knowledge and belief, there are no other facts the
omission of which would make any statement herein misleading.

2. DISCLOSURE OF INTERESTS

Save as disclosed below, as at the Latest Practicable Date, none of the Directors or chief
executive of the Company had any interests in the securities of the Company or any of its associated
corporations (within the meaning of the SDI Ordinance) which have to be notified to the Company and
the Stock Exchange pursuant to Section 28 of the SDI Ordinance, including interests which the
Directors are taken or deemed to have under Section 31 of, or Part I of the Schedule to, the SDI
Ordinance, or pursuant to the Model Code for Securities Transactions by Directors of the Listed
Companies contained in the Listing Rules or which are required, pursuant to Section 29 of the SDI
Ordinance, to ke entered in the register referred to therein.

Interests in the Company

Number of Approximate

Nature of Ordinary Shares Percentage of

Name of Director Interest of HK$1.00 each Holding

(%)

Kwek Leng Beng personal 3,286,980 0.86

Kwek Leng Joo personal 1,436,000 0.37

Kwek Leng Peck personal 2,082,200 0.54

Gan Khai Choon personal 1,041,100 0.27

Chan Bernard Charnwut personal 53,850 0.01

Wong Hong Ren personal 1,513,112 0.39

Lawrence Yip Wai Lam personal 520,550 0.14

Vincent Yeo Wee Eng personal 718,000 0.19
Interests in City Developments Limited

Number of

Nature of Ordinary Shares

Name of Director Interest of S$0.50 each

Gan Khai Choon personal 79,512

family 45,000

Wong Hong Ren family 4,000
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APPENDIX GENERAL INFORMATION

Interests in Hong Leong Investment Holdings Pte. Ltd.

Number of

Nature of Ordinary Shares

Name of Director Interest of $$100.00 each
Kwek Leng Beng personal 2,320
Kwek Leng Joo personal 1,290
Kwek Leng Peck personal 304
Gan Khai Choon family 247

Interests in CDL Hotels New Zealand Limited*

Number of

Nature of Ordinary Shares

Name of Director Interest of No Par Value
Kwek Leng Beng personal 3,000,000
Wong Hong Ren personal 2,000,000
Vincent Yeo Wee Eng personal 500,000

*Nore: CDL Hotels New Zealand Limited is an indirect subsidiary of Millennium & Copthorne Hotels plc, a subsidiary
of City Developments Limited. City Developments Limited is the holding company of the Company.
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APPENDIX

GENERAL INFORMATION

Interests in options in M&C

Pursuant to the Millennium & Copthorne Hotels plc executive share option scheme (“M&C

Executive Share Option Scheme”) operated by M&C, certain Directors have outstanding options
thereunder (“M&C Options”) to subscribe for shares in M&C for cash as follows:

Number of

Date M&C Options

Name of Director Part* Granted Outstanding
Vincent Yeo Wee Eng A 05/03/1998 6,509
B 05/03/1998 15,186

B 05/03/1999 20,693

Wong Hong Ren B 14/03/2001 69,364
B 15/03/2002 153,084

Exercise

Price per

Share in

M&C

£4.6087

£4.6087

£4.8321

£4.3250

£3.2250

Exercise
Period

05/03/2001 to
04/03/2008

05/03/2001 to
04/03/2005

05/03/2002 to
04/03/2006

14/03/2004 to
13/03/2008

15/03/2005 to
15/03/2009

*Note: M&C Executive Share Option Scheme has two parts. Part A is designed for the approval by the UK Inland

Revenue, which approval was obtained under Schedule 9 of the Income and Corporation Taxes Act 1988 on 12

April 1996. Part B is an unapproved executive share option scheme designed for UK and non-UK executives.

As at the Latest Practicable Date, none of the Directors had any interest, direct or indirect, in any

assets which have been acquired or disposed or by or leased to any member of the Group, or which

are proposed to be acquired or disposed of by or leased to any member of the Group since 31

December 2001, the date to which the latest published audited financial statements of the Company

were made up.

As at the date of this circular, none of the Directors was materially interested in any contract or

arrangement entered into by any member of the Group which was significant in relation to the business

of the Group.
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3. SUBSTANTIAL SHAREHOLDERS

Save as disclosed below, as at the Latest Practicable Date, according to the register of substantial
shareholders kept by the Company under Section 16(1) of the SDI Ordinance and so far as is known
to the Directors and the chief executive of the Company, no other person, other than the Directors and
chief executive of the Company, was interested or taken or deemed to be interested in 10% or more
of the nominal value of any class of share capital of the Company carrying rights to vote in all

circumstances at general meetings of the Company or in any option in respect of such share capital.

Number of Shareholding

Name of Shareholder Shares Held Percentage
(%)

eMpire Investments Limited 190,523,819 49.73
City Developments Limited 200,854,743 52.43
Hong Leong Investment Holdings Pte. Ltd. 231,119,512%® 60.33
Kwek Holdings Pte Ltd 231,119,512 60.33

Notes:

@) As at the Latest Practicable Date of the 200,854,743 Shares beneficially owned by wholly-owned subsidiaries of
City Developments Limited (“CDL") representing approximately 52.43% of the issued share capital of the
Company, 190,523,819 Shares are held by eMpire Invesiments Limited.

(2) The interest of CDL as at the Latest Practicable Date in 200,854,743 Shares representing approximately 52.43%

of the issued share capital of the Company, is included in the aggregate number of Shares disclosed.

3) The interest of Hong Leong Investment Holdings Pte. Ltd. as at the Latest Practicable Date in 231,119,512 Shares,
representing approximately 60.33% of the issued share capital of the Company, is included in the aggregate

number of Shares disclosed.

Save as disclosed below, as at the Latest Practicable Date, so far as is known to the Directors
and chief executive of the Company, no other person was directly or indirectly interested in 10% or
more of the nominal value of any class of share capital carrying rights to vote in all circumstances at

general meetings of any subsidiary of the Group or in any option in respect of such capital.

Percentage of

Name of Subsidiary of Nominal Value of
the Company Name of Owner Issued Capital Held
SWAN Holdings Limited Hong Leong Hotels Pte. Ltd.* 15%

* Hong Leong Hotels Pte. Ltd. is an indirect subsidiary of M&C.
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4. MATERIAL ADVERSE CHANGE

The Directors are not aware of any material adverse change in the financial or trading position
of the Group since 31 December 2001, the date to which the latest published audited financial
statements of the Company were made up.

5.  SERVICE CONTRACT

As at the Latest Practicable Date, none of the Directors has any existing or proposed service
contract with the Company or any of its subsidiaries excluding contracts expiring or determinable by
the Group within one year without payment of compensation (other than statutory compensation).

6. EXPERT AND CONSENT

The following is the qualification of the expert who has given opinion or advice which is
contained in this circular:

Name Qualification
Platinum Securities an investment adviser and a securities dealer registered under
Company Limited the Securities Ordinance (Chapter 333 of the Laws of Hong
Kong)

As at the Latest Practicable Date, Platinum Securities did not have any shareholding in any
member of the Group nor did it have any right (whether legally enforceable or not) to subscribe for
or to nominate persons to subscribe for securities in any member of the Group nor did it have any
interest, either direct or indirect, in any assets which have been acquired or disposed of by or leased
to or are proposed to be acquired or disposed of by or leased to any member of the Group, since 31
December 2001, the date to which the latest published audited financial statements of the Company
were made up.

Platinum Securities has given and has not withdrawn its written consent to the issue of this
circular with inciusion herein of its letter and references to its name, in the form and context in which
they respectively appear.

7. GENERAL

(a) The secretary of the Company is Mr. Tsang Link Carl, Brian, a practicing solicitor in Hong
Kong.

(b) The principal share registrar of the Company is Computershare Hong Kong Investor
Services Limited at Rooms 1712-16, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Hong Kong.

(c) The English text of this circular and the accompanying proxy form shall prevail over the
Chinese text.
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8. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection at the office of Iu, Lai & Li
at 20th Floor, Gloucester Tower, The Landmark, Central, Hong Kong during normal business hours
from the date of this circular up to and including the date of the EGM:

(i) the memorandum and articles of association of the Company;
(ii) the letter from Platinum Securities as set out in this circular; and

(ii1) the written consent from Platinum Securities referred to in the section headed “Expert and
Consent” in this appendix.
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NOTICE OF EXTRAORDINARY GENERAL MEETING

\
cesS.

City e-Solutions Limited

{Incorporated in the Cayman Islands with limited liability)

NOTICE IS HEREBY GIVEN THAT an extraordinary general meeting of City e-Solutions

Limited (“Company”, together with its subsidiaries, the “Group™) will be held at Room 2803, 28th
Floor, Great Eagle Centre, 23 Harbour Road, Wanchai, Hong Kong at 9:15 a.m. on 13 March 2003 for
the purpose of considering and, if thought fit, passing, with or without modifications, the fellowing

resolution which will be proposed as an ordinary resolution:

ORDINARY RESOLUTION

“THAT the Hospitality Related Transactions (as defined in the circular of the Company
dated 17 February 2003 (“Circular”™)), which have been and will be conducted on a regular basis
and in the usual and ordinary course of business of the Group, and the “cap amount” as described
in the paragraph headed “The New Waiver” in the Circular be and are hereby approved and THAT
the directors of the Company be and are hereby authorized to do all such further acts and things
and execute such further documents and take all such steps which in their opinion may be
necessary, desirable or expedient to implement and/or give effect to the terms of the Hospitality
Related Transactions.”

By Order of the Board
Tsang Link Carl, Brian
Company Secretary

Hong Kong, 17 February 2003

Notes:

(a)

(b)

(<)

(CY)

A member entitled to attend and vote at the meeting is entitled to appoint one or more proxies to attend and on poll to

vote in his/her stead. A proxy need not be a member of the Company.

A form of proxy of the meeting is enclosed. If the appointer is a corporation, the form of proxy must be under its common

seal or, under the hand of an officer or attorney duly authorized on its behalf.

In order to be valid, the form of proxy together with a power of attorney or other authority, if any, under which it is
signed, or a notarially certified copy of such power or authority, must be deposited at the Company’s principal office
at Room 2803, 28th Floor, Great Eagle Centre, 23 Harbour Road, Wanchai, Hong Kong not less than 48 hours before the
time appointed for holding the meeting or any adjournment thereof, as the case may be.

Where there are joint registered holders of any share of the Company, any one of such holders may vote at the meeting,
either personally or by proxy, in respect of such share as if he were solely entitled thereto, but if more than one of such
joint holders are present at the meeting personally or by proxy, that one of such holders so present whose name stands
first on the register of members of the Company in respect of such share shall alone be entitled to vote in respect thereof.
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