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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take 
no responsibility for the contents of this announcement, make no representation as to its accuracy 
or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising 
from or in reliance upon the whole or any part of the contents of this announcement.

SINOSOFT TECHNOLOGy GROUP LIMITED
中國擎天軟件科技集團有限公司
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(Stock Code: 1297)

CLARIFICATION ANNOUNCEMENT
IN RELATION TO ZHONGKUI REPORT

AND
RESUMPTION OF TRADING

The board of directors (the “Board”) of Sinosoft Technology Group Limited (the “Company”, 
together with its subsidiaries, the “Group”) has noted the decrease in the trading price of the 
shares of the Company (the “Shares”) in the morning trading session on 28 December 2016, prior 
to the Company’s application to halt trading in the Shares on The Stock Exchange of Hong Kong 
Limited (the “Stock Exchange”). The Board has also noted a report on the Company released by 
ZhongKui Research on 28 December 2016 (the “ZhongKui Report”).

The ZhongKui Report has made allegations which are groundless and contains various 
misrepresentations, malicious and false allegations and obvious factual errors of the Group which 
the Company wishes to clarify as below.
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1. HISTORICAL FINANCIAL DATA PRIOR TO THE COMPANy’S LISTING ON 
THE STOCK ExCHANGE IN JULy 2013 (THE “LISTING”)

(a) Financial data during the Group’s listing on the Alternative Investment Market 
of the London Stock Exchange (AIM)

The allegation

The ZhongKui Report alleges that according to the financial information filed by 
Nanjing Skytech Co., Limited (“Nanjing Skytech”), the major operating subsidiary of 
the Company with the relevant administration for industry and commerce of the PRC 
(the “AIC”), the Company fabricated its financial data when the Company was listed 
on AIM from 2006 to 2010.

The Company’s response

First of all, the Company would like to point out that the listing vehicle for the 
Group’s AIM listing was Sinosoft Technology Limited (formerly known as Sinosoft 
Technology plc) (“Sinosoft UK”) and not the Company. Sinosoft UK was deregistered 
after its delisting from AIM in December 2010.

The Company would like to clarify that, the differences between the financial 
information filed by Nanjing Skytech with the AIC and the financial information of the 
Group contained in the annual reports of Sinosoft UK when Sinosoft UK was listed 
on AIM were mainly due to (i) differences in certain accounting treatments between 
the PRC generally accepted accounting principles (PRC GAAP) used in preparing the 
financial information of Nanjing Skytech and the International Financial Reporting 
Standards (IFRS) used in preparing the financial information of the Group, as well as 
adjustments to the financial information of the Group contained in the annual reports 
of Sinosoft UK prepared according to IFRS as suggested by the auditor of the Group; 
and (ii) in addition to Nanjing Skytech, Sinosoft UK had another operating subsidiary, 
Nanjing Skytech Software Technology Company Limited (南京擎天軟件科技有
限公司) (“Nanjing Skytech Software”) during the period from 2006 to 2009 and 
Jiangsu Skyinformation Co., Limited (江蘇擎天信息科技有限公司) (“Jiangsu 
Skyinformation”) during the period from 2009 to 2010. The respective financial 
statements of Nanjing Skytech Software and Jiangsu Skyinformation were also 
consolidated into the financial statements of the Group for the relevant period.
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(b) Our Group’s privatisation and delisting from AIM

The allegation

The ZhongKui Report alleges that during the Company’s privatisation process in 2010, 
the Company deprived the rights of its shareholders by purportedly understating its 
financial performance.

The Company’s response

Affected by the outburst of the financial crisis in 2008, there was a significant decrease 
in the price of Sinosoft UK’s shares traded on AIM, which decrease was generally in 
line with the decline of the Financial Times Stock Exchange 100 Index, also known as 
the FTSE 100 Index. The delisting of Sinosoft UK was effected strictly in compliance 
with the applicable AIM rules and upon approval by holders of shares not already 
owned by certain major shareholders (namely, Ms. Xin Yingmei, Mr. Wang Xiaogang 
and a number of other individuals who in aggregate owned 69.1% of the issued share 
capital of Sinosoft UK) at the time. The price paid to the shareholders of Sinosoft UK 
during the delisting process represented a premium to the appraised value of the shares 
of Sinosoft UK as stated in a valuation report prepared by the nominated adviser to 
Sinosoft UK which was independent from Sinosoft UK except for the provision of 
services as a nominated adviser.

(c) Preparation for the Company’s Listing

The allegation

The ZhongKui Report alleges that the Company committed fraud by fabricating its 
financial data when it was preparing for the Listing.

The Company’s response

The Group achieved a breakthrough in its e-government business and experienced 
a significant growth in its revenue from the e-government business in 2010. 
Notwithstanding this, the Company would like to clarify that the growth is far less 
significant than that stated in the ZhongKui Report. Meanwhile, as a long-term trend 
for the Group’s e-government business which persists until today, the Group records 
more revenue for its e-government business in the second half of a financial year 
as compared to the first half of the financial year, primarily because government 
authorities normally launch projects in the first half of the financial year and sign 
contracts in the second half of the financial year.
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(d) Joint venture (JV) partner

The allegation

The ZhongKui Report alleges that the Company has infringed on the intellectual 
property and other rights of its business partner since the Company’s early days of 
development.

The Company’s response

The Company would like to clarify that the party mentioned in the ZhongKui Report is 
the Company’s JV partner and not its business partner. 

As disclosed in the Company’s announcement dated 6 December 2016 published on 
the Stock Exchange’s website, the relevant software that were subject to the dispute in 
the litigation between Nanjing South China Skytech Technology Co., Limited (南京
南華擎天資訊科技有限公司) and Nanjing Skytech were all developed by the Group, 
and the Group owns the intellectual property rights and possesses software products 
certifications in respect of such software. The Company would like to emphasize that 
no business partner of the Group has claimed that the Company has committed any 
fraud. 

2. FINANCIAL DATA AFTER THE LISTING

The allegation

The ZhongKui Report alleges that the Company has kept fabricating its financial information 
after the Listing. An illustration of this is that the revenue and profit of Nanjing Skytech for 
2015 as shown in the financial information filed by Nanjing Skytech with the relevant AIC 
are lower than those stated in the Company’s 2015 annual report.
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The Company’s response

The financial information filed with the relevant AIC as stated in the ZhongKui Report 
relates to Nanjing Skytech only, as each PRC company is required to file its own financial 
information (and not consolidated financial information of its own and its subsidiaries) with 
the AIC. The financial information contained in the Company’s annual reports (including its 
2015 annual report), however, is consolidated financial information of the Group and hence, 
includes the financial statements of Nanjing Skytech and two other operating subsidiaries of 
the Company, namely Jiangsu Skyinformation Co., Limited (江蘇擎天信息科技有限公司) 
and Nanjing Skytech Quan Shui Tong Information Technology Co., Limited (南京擎天全
稅通信息科技有限公司). As a result, the revenue and profit of Nanjing Skytech for 2015 as 
shown in the financial information filed by Nanjing Skytech with the relevant AIC are lower 
than those stated in the Company’s 2015 annual report. The Company takes the view that the 
allegation made in the ZhongKui Report is groundless and purports to create a false market 
for the Shares.

3. ExPORT TAx REBATE BUSINESS

(a) Export tax rebate service fees charged by the Company

The allegation

The ZhongKui Report alleges that the Company used prepayments to inflate its 
revenue derived from the provision of export tax rebate services.

The Company’s response

Export tax rebate service fees are normally calculated on an annual basis, and the 
Company recognises revenue from the provision of export tax rebate services at the 
time of issuance of invoices to customers. As a majority of the customers for our 
export tax rebate services are long-term customers and the number of such customers 
has remained stable, we take the view that the above-mentioned accounting treatment 
of the export tax rebate service fees are not substantially different from recognising 
the fees on a pro rata basis according to the duration during which the services are 
rendered. 
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(b) The export tax rebate service market

The allegation

The ZhongKui Report alleges that due to the Jiangsu provincial government’s opening 
up of the export tax rebate service market, the Company has lost its monopoly 
position in this market, and as the ex-employees of the Company set up more than 
seven companies engaged in the provision of export tax rebate software services in 
direct competition with the Company, competition in the export tax rebate software 
service market has intensified which has resulted in a massive loss of customers by the 
Company.

The Company’s response

The Company takes the view that the opening up of the PRC export tax rebate service 
market would not have any significant impact on the Company’s business and prospect, 
as the Company has developed certain value-added products and services that are 
competitive compared with similar products and services offered by other market 
participants, and has accumulated extensive experience in serving customers in the 
export tax rebate service segment. The Company believes that its core competitiveness 
in this market segment lies in its strong ability in serving customers. The Company is 
confident in maintaining its existing position. Meanwhile, the opening up of the export 
tax rebate service market will bring new opportunities for the Company as it will allow 
the Company to tap into markets in other places.

4. REVENUE FROM E-GOVERNMENT BUSINESS

The allegation

The ZhongKui Report alleges that according to the public bidding results for government 
procurement projects published by the government, the Company has exaggerated its 
e-government revenue for 2015 and the first half of 2016.
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The Company’s response

The Company secures e-governance business contracts through a number of channels, 
including competing with others through negotiations, conducting one to one negotiations, 
participation in biddings for key projects that are opened to a limited number of market 
participants, as well as public tender. Business won by the Company through public tender 
forms only a part of the Company’s e-governance business and accordingly, the public 
bidding results for government procurement projects published by the government only 
reflect part of the e-government business won by the Company during the relevant period. 

5. CARBON MANAGEMENT BUSINESS

The allegation

The ZhongKui Report alleges that according to the public bidding results announced by 
the government, the Company has exaggerated its revenue from its carbon management 
solutions business.

The Company’s response

There are two categories of customers for the Company’s carbon management business, 
namely government departments and enterprises. The Company secures carbon management 
business contracts through a number of channels, including competing with others through 
negotiations, conducting one to one negotiations, participation in biddings for key projects 
that are opened to a limited number of market participants, as well as public tender. The 
ZhongKui Report has listed out certain carbon management business contracts won by the 
Company through public tender only and has not included contracts won by the Company 
through other channels. Meanwhile, enterprise customers do not publish information 
regarding the contracts granted by them in the public bidding results announced by the 
government. Accordingly, the public bidding results announced by the government only 
reflect part of the carbon management business won by the Company during the relevant 
period. 

6. SOFTwARE PROCUREMENT COST

The allegation

The ZhongKui Report alleges that in order to fill the cash flow gap caused by inflated 
revenue, the Company significantly fabricated its software procurement costs and capitalised 
such costs. 
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The Company’s response

The Company specialises in the development of application softwares, and in the course of 
its product development, the Company is required to procure certain softwares from third 
parties. The Company has not fabricated any software procurement costs, and the recording 
of software procurement costs in its financial statements is supported by genuine underlying 
transactions. The Company has sufficient cash and other financial resources to support its 
business growth. According to the Company’s audited financial statements for 2015, as of  
31 December 2015, the cash balance of the Group (including structured bank deposits, 
pledged bank deposits and bank balances and cash) amounted to approximately RMB383 
million and the net positive cash flow of the Company generated from operating activities 
for the year ended 31 December 2015 amounted to approximately RMB152 million.

The Board would like to emphasise that, the financial information of the Company contained 
in the prospectus of the Company prepared for the Listing as well as the annual financial 
statements of the Company published since the Listing have been audited by an external 
independent auditor who has issued unqualified audit opinion in respect of all such financial 
information and annual financial statements.

Having made such enquiry with respect to the Company as is reasonable in the 
circumstances, the Company confirms that, save for matters as disclosed in this 
announcement, it is not aware of any other reasons for the price or volume movements of 
the Shares of the Company or of any other information which must be announced to avoid 
a false market in the Company’s securities or of any inside information that needs to be 
disclosed under Part XIVA of the Securities and Futures Ordinance.

The Company is conducting further investigations on the subject matter of the ZhongKui 
Report and will publish a more detailed announcement as soon as practicable.

RESUMPTION OF TRADING

Trading in the Shares on the Stock Exchange was suspended with effect from 1:00 p.m. on  
28 December 2016 at the request of the Company pending the publication of this announcement. 
An application has been made to the Stock Exchange for the resumption of trading in the Shares 
on the Stock Exchange with effect from 9:00 a.m. on 29 December 2016.
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This announcement is made by the order of the Board, of which the directors of the Company 
individually and jointly accept responsibility for the accuracy of the information contained in this 
announcement.

The Company has no information about the identity of ZhongKui Research. As indicated 
in the ZhongKui Report, ZhongKui Research is a short seller and therefore stands to 
realize gains in the event that the price of the Shares decline. In view of this, shareholders 
and investors should exercise extreme caution in reading and using the information in 
the ZhongKui Report. As explained above, the ZhongKui Report contains factual errors, 
misleading statements and unfounded speculation which the Company believes are 
combined in the ZhongKui Report with a view to manipulating the price of the Shares and to 
undermining the Company’s reputation. Shareholders and investors are advised to exercise 
caution when dealing in the securities of the Company.

 By Order of the Board
 Sinosoft Technology Group Limited 
 xin yingmei
 Chairlady

Hong Kong, 29 December 2016

As at the date of this announcement, the executive directors of the Company are Ms. Xin Yingmei and 
Mr. Yu Yifa, and the independent non-executive directors of the Company are Mr. Kang Choon Kiat, 
Mr. Kwauk Teh Ming, Walter and Mr. Zong Ping.


