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Tel: 2922-8228 Fax: 2501-0729

22 March 2004

Securities and Exchange Commission Your Reference: File No. 82-3667
450 Fifth Street, N. W.

Washington, D. C. 20549 N

U.S.A

Dear Sir,

We are pleased to enclose the following document for your attention:

a) City e-Solutions Limited — Annual Report 2003
b) City e-Solutions Limited — General Mandate to Repurchase Shares

If you have any queries, please contact Mr. Lawrence Yip of our office at @@%’%%%9
¢

(852) 2922-8228. @ 8 1@‘\
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Yours faithfully,

o Y5
Lawrence Yip
Executive Director

Enc.




Your reference:
File No. 82-3667

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

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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To the shareholders of the Company
Dear Sir or Madam,

GENERAL MANDATE TO REPURCHASE SHARES
INTRODUCTION

It is proposed that at the forthcoming annual general meeting of City e-Solutions Limited (“the
Company”) to be held at Room 2803, 28th Floor, Great Eagle Centre, No.23 Harbour Road, Wanchai,
Hong Kong on 16 April 2004 at 10:00 a.m. (“the Annual General Meeting”), a resolution will be
proposed, inter alia, to grant to the directors of the Company (“directors”) a general mandate to
repurchase shares of the Company (“repurchase mandate”). This circular contains the explanatory
statement in compliance with the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (“the Listing Rules™), to give all the information reasonably necessary to
enable shareholders of the Company to make an informed decision on whether to vote for or against
the resolution to approve the purchase by the Company of its own shares.




GENERAL MANDATE TO REPURCHASE SHARES

At the Annual General Meeting to be held on 16 April 2004, an ordinary resolution will be
proposed that the directors of the Company be given a general mandate to exercise all powers of the
Company to repurchase issued and fully paid shares in the capital of the Company. Under the
repurchase mandate, the number of shares that the Company may repurchase shall not exceed 10% of
the share capital of the Company in issue on the date of passing the resolution. The Company’s
authority is restricted to making purchases on The Stock Exchange of Hong Kong Limited (“the Stock
Exchange”). On 10 March 2004, being the latest practicable date prior to printing of this circular (the
“Latest Practicable Date”), there were in issue an aggregate of 383,125,524 shares of HK$1.00 each
in the Company (“Shares”). Exercise in full of the repurchase mandate, on the basis that no further
Shares are issued prior to the date of the Annual General Meeting, could accordingly result in up to
38,312,552 Shares being repurchased by the Company. The repurchase mandate shall, unless revoked
or varied by the Company in general meeting, take effect upon approval from the shareholders until
the next annual general meeting of the Company. Approval from the shareholders will thereafter be
sought for the renewal of the repurchase mandate at each subsequent annual general meeting, where
required.

(a) Reasons for the repurchase mandate

The dire¢tors consider that the repurchase mandate will provide the Company the flexibility to
make such repurchase when appropriate and beneficial to the Company. Such repurchases may
enhance the net asset value of the Company and/or earnings per share. The directors consider that
there would not be a material adverse impact on the working capital and on the gearing position of
the Company as compared with the position disclosed in the financial statements of the Company for
the year ended 31 December 2003, in the event that the proposed purchases were to be carried out in
full during the proposed purchase period. No purchase would be made in circumstances that would
have a material adverse impact on the working capital or gearing ratio of the Company.

(b) Source of funds

Repurchadses must be funded out of funds legally available for such purpose in accordance with
the applicable laws of the Cayman Islands and the memorandum and articles of association of the

Company.

The Companies Law Cap.22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands
provides, inter alia, that shares may only be purchased out of the profits of a company or out of the
proceeds of a fresh issue of shares made for the purpose of the repurchase or, in the manner provided
for therein, out of capital.




(c¢) Directors, their associates and connected persons

None of the directors nor, to the best of the knowledge of the directors having made all
reasonable enquiries, any associates (as defined in the Listing Rules) of any of the directors has any
present intention, in the event that the proposal is approved by shareholders, to sell shares to the
Company.

No connected person of the Company (as defined in the Listing Rules) has notified the Company
that he/she has a present intention to sell Shares to the Company nor has he/she undertaken not to sell
any of the Shares held by him/her to the Company in the event that the Company is authorised to make
purchases of Shares.

(d) Undertaking of the directors

The directors have undertaken to the Stock Exchange to exercise the power of the Company to
make purchases pursuant to the proposed resolution in accordance with the Listing Rules and all
applicable laws of the Cayman Islands, and in accordance with the regulations set out in the
memorandum and articles of association of the Company.

(e) Effect of the Takeovers Code

If, on the exercise of the power to purchase Shares pursuant to the repurchase mandate a
shareholder’s proportionate interest in the voting rights of the Company increases, such an increase
will be treated as an acquisition for the purposes of the Hong Kong Code on Takeovers and Mergers
(“Takeovers Code™). As a result, a shareholder or a group of shareholders acting in concert could
obtain or consolidate control of the Company and become obliged to make a mandatory offer in
accordance with Rule 26 of the Takeovers Code. As at the Latest Practicable Date and to the best of
the knowledge and belief of the directors based on register kept by the Company under Section 336
of the Securities and Futures Ordinance (Cap.571 of the Laws of Hong Kong), Hong Leong Investment
Holdings Pte. Ltd. and its subsidiaries, being the controlling shareholders of the Company, held,
directly or indirectly, an aggregate of 230,866,817 Shares, representing about 60.26 per cent. of the
then entire issued share capital of the Company. Upon full exercise of the repurchase mandate and on
the basis of 383,125,524 Shares in issue as at the Latest Practicable Date, their aggregate shareholding
would be increased to about 66.95 per cent. Such an increase would not give rise to an obligation to
make a mandatory offer under Rule 26 of the Takeovers Code. The directors are not aware of any
shareholder, or a group of shareholders acting in concert, who may become obliged to make a
mandatory offer in accordance with Rule 26 of the Takeovers Code in the event that the directors
exercise the power to repurchase Shares pursuant to the repurchase mandate.




(f) Purchases of Shares by the Company

(i) During the last six months preceding the Latest Practicable Date, no Shares have been
repurchased by the Company.

(ii) During each of the past twelve months preceding the Latest Practicable Date, the highest
and lowest traded prices of the Shares on the Stock Exchange are as follows:

Shares
Highest Lowest
HK$ HK$
2003
March 0.65 0.62
April 0.64 0.60
May 0.75 0.58
JTune 0.93 0.66
July 0.98 0.72
August 1.00 0.39
September 0.98 0.89
October 0.93 0.87
November 0.94 0.88
December 0.91 0.85
2004
January 0.90 0.83
February 1.10 0.85

ACTION TO BE TAKEN

There is enclosed a form of proxy for use at the Annual General Meeting. Whether or not you
intend to attend the Annual General Meeting, you are requested to complete and return the form of
proxy in accordance with the instructions printed thereon not less than 48 hours before the time
appointed for holding the Annual General Meeting. The return of a form of proxy will not preclude
you from attending and voting in person if you so wish.

RECOMMENDATION

The directors consider that the granting of the repurchase mandate to repurchase Shares is in the
interests of the Company and so recommend you to vote in favour of the resolution at the forthcoming
Annual General Meeting. The directors will vote all their shareholdings in favour of the resolution.

Yours faithfully,
Kwek Leng Beng
Chairman and Managing Director
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