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U.S. SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended June 30, 2001

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the transition period from to
Commission File Number: 000-24985
PACIFICNET.COM, INC.
(Exact name of small business issuer in its charter)
Delaware 11-2854355
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
7808 Creekridge Circle, Suite 101 55439
Bloomington, MN (Zip Code)

(Address of principal executive offices)
Registrant’ s Telephone Number: 952-829-5888
(Former Name and Address)
Check whether the issuer (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the
past 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing

requirements for the past 90 days. YES & NO O

There were 8,187,342 shares of PacificNet.com, Inc.” s (the “Company’”) Common Stock outstanding on August 10, 2001.
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PACIFICNET. COM, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets
(In thousands of United States dollars, except par values and share numbers)

June 30, 2001

(Unaudited) December 31, 2000
ASSETS

Current Assets:
Cash $2,582 $4,197
Trade Receivables, net of allowances for accounts of $232

as of June 30, 2001 and $225 as of December 31, 2000 74 344
Inventories - finished goods, net 458 365
Other Current Assets 338 404
Total Current Assets 3,452 5,310
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Property and Equipment, net 619 692

Capitalized Software Development Costs 293 302
Investments in Affiliated Companies 481 1,241
Goodwill 86 89
Total Assets $4,931 $7,634

LIABILITIES, MINORITY INTEREST AND STOCKHOLDERS' EQUITY
Current Liabilities:

Accounts Payable $647 $331
Accrued Expenses 54 185
Net Liabilities of Discontinued Operations 167 438
Total Current Liabilities 868 954
Minority Interest 109 179

Stockholders' Equity:
Common Stock, par value $0.0001:
Authorized - 125,000,000 shares
Outstanding - 8,087,342 shares as of June 30, 2001 and

7,937,342 shares as of December 31, 2000 $1 $1
Additional Paid-In Capital 26,686 26,560
Accumulated Other Comprehensive Loss (24 ) (14
Accumulated Deficit (22,709 ) (20,046
Total Stockholders' Equity 3,954 6,501
Total Liabilities, Minority Interest and Stockholders' Equity $4,931 $7,634

The accompanying notes are an integral part of these financial statements.

PACIFICNET.COM, INC. AND SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Operations
(In thousands of United States dollars, except share amounts)

Three months ended June 30, Six months ended June 30,

2001 2000 2001 2000
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Revenues
Cost of Revenues

Gross Margin
Selling, General and Administrative Expenses

(Loss) Income from Operations
Interest Income

(Loss) Income before income taxes, minority interests and

discontinued operations

Equity in Losses of Affiliated Companies

Provision for Impairment Loss of Affiliated Companies
Minority Interests

(Loss) Income before discontinued operations
Net loss from International Trading business operations

Net Loss

Basic and Diluted (Loss) Earnings Per Common Share:

(Loss) income from operations
(Loss) income before discontinued operations
Net loss from discontinued operations
Net loss
Weighted average number of shares outstanding:

$1,840 $1,103 $3,801 $1,280
(1,800 ) (201 ) (3,652 ) (233
40 902 149 1,047
(963 ) (583 ) (2,230 ) (978
(923 )319 (2,081 ) 69

39 60 116 124
(884 ) 379 (1,965 ) 193
(13 ) (11 ) (25 ) (11
(735 )0 (735 )0

50 0 62 0
(1,582 ) 368 (2,663 ) 182

0 (405 )0 (765
$(1,582 ) $(37 ) $(2,663 ) $(583
$(0.12 ) $0.05 $(0.26 ) $0.01
$(0.20 ) $0.06 $(0.33 ) $0.03
$0.00 $(0.07 ) $0.00 $(0.13
$(0.20 ) $(0.01 ) $(0.33 ) $(0.10
7,987,342 6,207,327 7,962,342 5,848,059

The accompanying notes are an integral part of these financial statements.

PACIFICNET.COM, INC. AND SUBSIDIARIES

Unaudited Condensed Consolidated Condensed Statements of Cash Flows
(In thousands of United States dollars)

Cash Flows Used in Operating activities:
Net loss
Adjustments:
Loss from discontinued operations
Equity in Losses of Affiliated Companies
Provision for Impairment Loss of Affiliated Companies
Minority Interest
Depreciation
Amortization
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Changes in Current Assets and Current Liabilities:

Trade Receivables and Other Current Assets 336 (1,179 )

Inventories, net 93 )0

Accounts Payable and Accrued Expenses 185 230

Net Cash Used in Continuing Operations (1,365 ) (723 )

Net Cash Used in Discontinued Operations (271 ) (1,649 )
Net Cash Used in Operating Activities (1,636 ) (2,372 )

Cash Flows Used in Investing Activities:

Acquisition of Property and Equipment (32 ) (300 )
Acquisition of Equity Interest in Affiliated Company 0 (218 )
Acquisition of Capitalized Software Development Costs (63 )0

Net Cash Used in Investing Activities (95 ) (518 )

Cash Flows Provided by Financing Activities:

Proceeds from Issuance of Common Stock 126 3,406
Effect of Exchange Rate Changes on Cash (10 ) (13 )
(Decrease) Increase in cash (1,615 ) 503
Cash, beginning of period 4,197 4,061
Cash, end of period $2,582 $4,564

The accompanying notes are an integral part of these financial statements.

PACIFICNET.COM, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Amounts expressed in United States dollars unless otherwise stated)

1. BASIS OF PRESENTATION

Interim Financial Statements. The interim financial statements are prepared pursuant to the requirements for reporting on Form 10-Q. The
December 31, 2000 balance sheet data was derived from audited financial statements but does not include all disclosures required by generally
accepted accounting principles. The interim financial statements and notes thereto should be read in conjunction with the financial statements
and notes included in the annual report of PacificNet.com, Inc. (referred to herein as "PacificNet," "PACT" or the "Company") on Form
10-KSB for the fiscal year ended December 31, 2000. In the opinion of management, the interim financial statements reflect all adjustments
of a normal recurring nature necessary for a fair presentation of the results for the interim periods presented.

Investments in Affiliated Companies. The Company’ s investments in affiliated companies for which its ownership exceeds 20% (PacificNet-
NTSC.com Sdn.Bhd and Xmedia Holdings Inc.), but are not majority-owned or controlled, are accounted for using the equity method. The
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Company’ s investment in affiliated companies for which its ownership is less than 20% (ABCDEnet.com), is accounted for using the cost
method. Under the equity method, the Company’ s proportionate share of each affiliate’ s net income or loss and amortization of the
Company’ s net excess investment over its equity in each affiliate’ s net assets is included in “equity in losses of affiliated companies”. The
Company assesses the need to record impairment losses on its investments when indicators of impairment are present. Indicators of value
generally include revenue growth, operating results, cash flows and other measures. Management then determines whether there has been a
permanent impairment of value based upon events and circumstances that have occurred since acquisition. During the quarterly period ended
June 30, 2001, a provision for impairment loss of ($735,000) related to the Company's investments in APP China Group Limited and Cypress
Rise has been made.

Operating Results for Future Periods. These results are not necessarily indicative of the operating results that may be expected for the entire
year ending December 31, 2001 and future periods.

Restatement of Historical Financial Statements. The historical financial statements prior to the reverse merger transaction (see note 3 below)

have been restated to be those of the accounting acquirer, PacificNet.com LLC (“PLLC”). Historical stockholders’ equity prior to the reverse
merger has been retroactively restated (a recapitalization) for the equivalent number of shares received in the merger after giving effect to any
difference in par value of the issuer’ s and acquirer’ s stock with an offset to paid-in-capital.

2. RECENT ACCOUNTING PRONOUNCEMENTS

In July 2001, the Financial Accounting Standards Board ("FASB") issued Statement of Financial Accounting Standards No. 141 ("SFAS
141"), "Business Combinations." SFAS 141 requires the purchase method of accounting for business combinations initiated after June 30,
2001 and eliminates the pooling-of-interests method. The Company does not believe that the adoption of SFAS 141 will have a significant
impact on its financial statements.

In July 2001, the FASB issued Statement of Financial Accounting Standards No. 142 ("SFAS 142"), "Goodwill and Other Intangible Assets,"
which is effective January 1, 2002. SFAS 142 requires, among other things, the discontinuance of goodwill amortization. In addition, the
standard includes provisions for the reclassification of certain existing recognized intangibles as goodwill, reassessment of the useful lives of
existing recognized intangibles, reclassification of certain intangibles out of previously reported goodwill and the identification of reporting
units for purposes of assessing potential future impairments of goodwill. SFAS 142 also requires the Company to complete a transitional
goodwill impairment test six months from the date of adoption. The Company is currently assessing but has not yet determined the impact of
SFAS 142 on its financial position and results of operations.

3. BUSINESS COMBINATIONS AND DISPOSITIONS

Acquisition of PacificNet.com LLC. On July 27, 2000, in exchange for all the ownership interests in PLLC, the Company issued 7,166,667
shares of its Common Stock to the former owners of PLLC. This transaction was accounted for as a purchase and treated as a reverse merger
since the former owners of PLLC controlled over 80% of the total shares of Common Stock of the Company outstanding immediately
following the acquisition on July 27, 2000. The shares issued by the Company in connection with the reverse merger of PLLC are not
registered under the Securities Act of 1933, as amended, and are subject to restrictions on transferability for a period of one year from the date
of issuance.

Disposition of Creative Master Business. In September 2000, the Company’ s Board of Directors approved a plan to dispose of its die-cast
replica manufacturing business (“the Creative Master business™). On October 2, 2000, the Company sold the Creative Master business to a
management group led by Mr. Carl Tong, former Chief Executive Officer of the Company. As consideration for this business, the
management group i) returned 895,765 shares of the Company’ s Common Stock with a quoted market value of approximately $4.9 million,
i) assumed all indebtedness and obligations of the Company related to the Creative Master business and iii) relinquished any claim with
respect to an intercompany balance of $1.5 million payable by the Company.

The 895,765 shares of Common Stock returned to the Company are held as treasury stock at June 30, 2001 and represented a 10.14%
reduction in the total number of shares outstanding immediately before the return. The net liabilities and results of operations for the Creative
Master business are reflected as discontinued operations in the accompanying financial statements.
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Laptizen.com Limited. In June 2000, the Company completed its acquisition of 55% of Laptizen.com Limited (“Laptizen”), a Hong Kong
based B2B computer system, e-commerce portal and value added reseller and service provider for computer systems for consideration of
$320,000. Laptizen commenced operations in July 2000.

4. SUBSEQUENT EVENT

On July 31, 2001, the Company made a public announcement that it had entered into an agreement dated July 28, 2001 for the sale and
purchase of an equity interest in a Joint Venture in the People's Republic of China by Holley Group Co., Ltd ("China Holley"). Under the
agreement, the Company will acquire a 51% ownership interest in China Holley's energy management, procurement and IT solutions
operating unit ("HolleyE"). On June 14, 2001, PacificNet made a public announcement that it had entered into an Agreement in Principle with
China Holley for this acquisition.

Under the terms of the transaction PacificNet will issue approximately 4,000,000 unregistered shares of its common stock (to be held in
escrow) to China Holley in exchange for a 51% interest in the HolleyE. The transaction has been approved by the Board of Directors of both
the Company and China Holley. The transaction is subject to customary closing conditions and is expected to close on or before October 31,
2001.

ITEM 2 - MANAGEMENT’ S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
PRELIMINARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

The statements contained in this Form 10-Q that are not purely historical are forward-looking statements within the meaning of Section 27A
of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These include statements
about the Company’ s expectations, beliefs, intentions or strategies for the future, which are indicated by words or phrases such as

G 9

expect,” “intend,” “plan,

G,

“anticipate, will,” “the Company believes,” “management believes” and similar words or phrases. The
forward-looking statements are based on the Company’ s current expectations and are subject to certain risks, uncertainties and assumptions.
The Company’ s actual results could differ materially from results anticipated in these forward-looking statements. All forward-looking
statements included in this document are based on information available to the Company on the date hereof, and the Company assumes no

obligation to update any such forward-looking statements.
THREE MONTHS ENDED JUNE 30, 2001 COMPARED TO THREE MONTHS ENDED JUNE 30, 2000

Revenues. Revenues for the three months ended June 30, 2001 were $1,840,000, an increase of $737,000 from $1,103,000 for the three
months ended June 30, 2000. For the three months ended June 30, 2001, revenues consisted of $115,000 derived from services rendered and
$1,725,000 from the sales of products and systems through its Laptizen subsidiary.

During the three months ended June 30, 2001, all of PacificNet’ s revenue was generated from customers in Asia.

Cost of Revenues. Cost of revenues for the three months ended June 30, 2001 was $1,800,000 an increase of $1,599,000 from $201,000 for
the three months ended June 30, 2000. This increase was due to a corresponding increase in revenues. Cost of revenues, as a percentage of
revenues, was 152% for services rendered and 94% for the sales of products and systems through the Laptizen subsidiary for the three months
ended June 30, 2001.

Gross margin for the three months ended June 30, 2001 was $40,000 a decrease of $862,000 from $902,000 for the three months ended June
30,2000. Gross margins for the three months ended June 30, 2001, were comprised of (52)% for services rendered and 6% for products and
systems sold. The decrease in margin for services rendered resulted from two primary factors: 1) premium pricing received on consulting

projects during fiscal 2000 compared to fiscal 2001; and 2) additional costs incurred to complete fixed price services contracts during fiscal
2001.

Selling, General and Administrative Expenses. Selling, general and administrative expenses totaled $963,000 for the three months ended June
30, 2001, an increase of $380,000 from $583,000 for the three months ended June 30, 2000. The increase is primarily related to higher
business activity levels in 2001 over 2000.
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As of June 30, 2001, the Company’ s estimated monthly cash requirement for selling, general and administrative expenses during the
subsequent three-month period was approximately $250,000; a decrease of approximately $40,000 from the actual monthly cash requirement
rate for the three-months ended June 30, 2001.

Equity in Losses of Affiliated Companies. The Company’ s equity in losses of affiliated companies totaled $13,000 for the three months ended
June 30, 2001, as compared to losses of $11,000 for the three months ended June 30, 2000. The loss reflects the Company’ s 40% equity in
losses in PacificNet-NTSC.com Sdn.Bhd, a Malaysian based consulting company and reseller of the Company’ s products that was acquired in
May 2000.

Interest Income. Interest income was $39,000 for the three months ended June 30, 2001, as compared to $60,000 for the three months ended
June 30, 2000. The decrease is due to the lower net cash balances.

Income Taxes. No tax provision has been recorded for the three months ended June 30, 2001, as the result of the cumulative operating loss
generated by the Company.

Minority Interests. Minority interests for the three months ended June 30, 2001 totaled $50,000, compared with $0 for the same period in the
prior year and consisted of minority interest in the losses of Laptizen that commenced operations in July 2000.

SIX MONTHS ENDED JUNE 30, 2001 COMPARED TO SIX MONTHS ENDED JUNE 30, 2000

Revenues. Revenues for the six months ended June 30, 2001 were $3,801,000, an increase of $2,521,000 from $1,280,000 for the six months
ended June 30, 2000. For the six months ended June 30, 2001, revenues consisted of $309,000 derived from services rendered and $3,492,000
from the sales of products and systems through Laptizen.

During the six months ended June 30, 2001, all of PacificNet’ s revenue was generated from customers in Asia.

Cost of Revenues. Cost of revenues for the six months ended June 30, 2001 was $3,652,000 an increase of $3,419,000 from $233,000 for the
six months ended June 30, 2000. This increase was due to a corresponding increase in revenues. Cost of revenues, as a percentage of
revenues, was 129% for services rendered and 93% for the sales of products and systems through Laptizen for the six months ended June 30,
2001.

Gross margin for the six months ended June 30, 2001 was $149,000 a decrease of $898,000 from $1,047,000 for the six months ended June
30,2000. Gross margins for the six months ended June 30, 2001, were comprised of (29)% for services rendered and 7% for products and
systems sold. The decrease in margin for services rendered resulted from two primary factors: 1) premium pricing received on consulting
projects during fiscal 2000 compared to fiscal 2001; and 2) additional costs incurred to complete fixed price services contracts during fiscal
2001.

Selling, General and Administrative Expenses. Selling, general and administrative expenses totaled $2,230,000 for the six months ended June
30, 2001, an increase of $1,252,000 from $978,000 for the six months ended June 30, 2000. The increase is primarily related to higher
business activity levels in 2001 over 2000.

Equity in Affiliated Companies. The Company’ s equity in losses of affiliated companies totaled $25,000 for the six months ended June 30,
2001, as compared to $11,000 for the six months ended June 30, 2000. The increase reflects the Company’ s 40% equity in losses in
PacificNet-NTSC.com Sdn.Bhd, a Malaysian based consulting company and reseller of the Company’ s products that was acquired in May
2000.

Interest Income. Interest income was $116,000 for the six months ended June 30, 2001, as compared to $124,000 for the six months ended
June 30, 2000. The decrease is due to the lower net cash balances in 2001 as compared to 2000.

Income Taxes. No tax provision has been recorded for the six months ended June 30, 2001, as the result of the cumulative operating loss

generated by the Company.
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Minority Interests. Minority interests for the six months ended June 30, 2001 totaled $62,000, compared with $0 for the same period in the
prior year and consisted of minority interest in the losses of Laptizen that commenced operations in July 2000.

LIQUIDITY AND CAPITAL RESOURCES

Cash. The Company’ s cash balance decreased by $1.6 million to $2.6 million at June 30, 2001, as compared to $4.2 million at December 31,
2000. Operating activities used $1.6 million of cash comprised of $1.4 million for continuing operations and $271,000 for discontinued
operations.

Working Capital. The Company’ s working capital decreased $1.8 million to $2.6 million at June 30, 2001, as compared to $4.4 million at
December 31, 2000. When compared to balances at December 31, 2000, the decrease in working capital at June 30, 2001 reflects a decrease
in cash of $1,615,000 and a decrease in net accounts receivable of $270,000, offset by an increase in other current assets of $27,000 and a
decrease in current liabilities of $86,000. The Company anticipates that as revenue and operating activity levels increase, working capital
financing requirements will also increase.

Property and Equipment Additions. For the six months ended June 30, 2001, additions to property and equipment aggregated $32,000. The
Company does not anticipate material expenditures for additions to property and equipment over the next year.

Investments in Affiliated Companies and Goodwill. As of June 30, 2001, investments in affiliated companies and goodwill aggregated
$567,000 as compared to $1,330,000 as of December 31, 2000. The decrease of $763,000 reflects the Company's share of losses of affiliated
companies of $25,000, amortization of goodwill of $3,000 and the provision for impairment loss of $735,000 related to the Company’ s
investments in APP China Group Limited and Cypress Rise.

Commitments for Additional Funding of Affiliated Companies. The Company believes that affiliated companies in which it participates will
generate incremental service revenues and product sales in 2001. The Company does not anticipate that it will enter into additional joint
venture arrangements and other investment structures over the next twelve months.

Cash Needs for the Foreseeable Future. As of June 30, 2001, the Company had approximately $2.6 million of cash. The Company expects
that its cash needs for the foreseeable future will arise primarily from working capital requirements, technology development and capital
expenditures. The Company expects that the principal sources of cash will be cash on hand. In the event that additional credit facilities are
required, the Company believes that these additional credit facilities can be negotiated at market rates currently in effect. The Company
believes that these sources will be adequate to meet anticipated cash requirements for the remainder of fiscal 2001.

Inflation. Inflation has not had a material impact on PacificNet’ s business in recent years.

Currency Exchange Fluctuations. All of PacificNet’ s revenues are denominated either in U.S. dollars or Hong Kong dollars, while its
expenses are denominated primarily in Hong Kong dollars and Renminbi, the currency of the PRC (“RMB”). There can be no assurance that
the RMB-to-U.S. dollar rate will remain stable. Although a devaluation of the Hong Kong dollar or RMB relative to the U.S. dollar would
likely reduce PacificNet’ s expenses (as expressed in U.S. dollars), any material increase in the value of the Hong Kong dollar or RMB relative
to the U.S. dollar would increase PacificNet’ s expenses, and could have a material adverse effect on PacificNet’ s business, financial
condition and results of operations. PacificNet has never engaged in currency hedging operations and has no present intention to do so.

Seasonality and Quarterly Fluctuations. PacificNet has not experienced fluctuations in quarterly revenues from its e-commerce solutions
business since inception. The Company believes that its business is not subject to seasonal and quarterly fluctuations; however, since the
Company, in its current form of business operations as an Asian IT solutions and consulting company, has only been in existence since July
1999, the Company does not have sufficient operating history to determine whether seasonal and quarterly fluctuations exist within its
business lines.

PART II - OTHER INFORMATION

ITEM 1 - LEGAL PROCEEDINGS
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NONE
ITEM 2. CHANGES IN SECURITIES AND USE OF PROCEEDS
NONE
ITEM 3 - DEFAULTS UPON SENIOR SECURITIES
NONE
ITEM 4 - SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
a) The Registrant held an annual meeting of stockholders on June 15, 2001.
b) The following persons were elected to the Board of Directors:
Tony Tong
David Bussmann
Allan Yap
Michael Gaard
Chih Cheung

Charles Mueller

c¢) Brief description of the matters voted upon at the annual meeting:

1. ELECTION OF DIRECTORS
NAME FOR AGAINST ABSTAIN
Tony Tong 4,429,488 51,250 452,855
David Bussmann 4,429,488 51,250 452,855
Allan Yap 4,480,738 0 452,855
Michael Gaard 4,429,488 51,250 452,855
Chih Cheung 4,100,596 380,142 452,855
Charles Mueller 4,429,488 51,250 452,855

2. RATIFY THE APPOINTMENT BY THE BOARD OF DIRECTORS OF ARTHUR ANDERSEN & CO. AS INDEPENDENT
PUBLIC ACCOUNTANTS FOR THE YEAR ENDING DECEMBER 31, 2001

FOR AGAINST ABSTAIN
4,480,738 0 452,855

ITEM S - OTHER INFORMATION
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Transaction with China Holley - On July 31, 2001, the Company issued a press release that it had entered into an agreement dated July 28,
2001 for the sale and purchase of an equity interest in a Joint Venture in the People’ s Republic of China by Holley Group Co., Ltd. (“China
Holley”). Under the agreement, the Company will acquire a 51% ownership interest in China Holley’ s energy management, procurement and
IT solutions operating unit ("HolleyE"). On June 14, 2001, PacificNet announced that it had entered into an agreement in principle with China
Holley for this acquisition.

Under the terms of the transaction PacificNet will issue approximately 4,000,000 unregistered shares of its common stock (to be held in
escrow) to China Holley in exchange for a 51% interest in HolleyE. China Holley will be responsible for contributing the initial operating
assets and working capital financing for HolleyE. China Holley will procure a minimum of $95 million of electrical devices from HolleyE
through 2003 and contract for the development of energy management system solutions for the China market. Shares of PacificNet stock will
be released from escrow to China Holley as China Holley meets specified procurement milestones.

The transaction has been approved by the Board of Directors of both the Company and China Holley. The transaction is subject to customary
closing conditions, including the completion of due diligence and the receipt of applicable regulatory approvals and consents as set for in the
agreement and is expected to close on or before October 31, 2001. PacificNet will be required to obtain prior shareholder approval in the
event that shares released from escrow to China Holley exceed amounts permitted under NASDAQ rules.

Reference is made to Exhibit 10.8 filed as part of this report that contains the agreement dated July 28, 2001 for the sale and purchase of an
equity interest in a joint venture in the People’ s Republic of China by Holley Group Co., Ltd.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K
(a) Exhibits
The following exhibits are filed as part of this report:

Exhibit
Number Description

2.1 Share Exchange Agreement by and among Davin Enterprises, Inc., Carl Tong, Leo Kwok and Acma Strategic Holdings Limited
dated December 15, 1997. (1)

2.2 Share Exchange Agreement dated February 17, 2000, between Registrant and holders of membership interests in PacificNet.com
LLC. (3)

23 Supplement to Share Exchange Agreement dated April 29, 2000, between Registrant and holders of membership interests in
PacificNet.com LLC. (3)

2.4 Agreement dated September 30, 2000, among the Company and the "Purchasers" named therein. (4)

2.5 Supplemental Agreement dated October 3, 2000, among the Company and the "Purchasers" named therein. (4)

2.6 Deed of Waiver, dated October 3, 2000, by Creative Master Limited in favor of the Company. (4)

3.1 Certificate of Incorporation, as amended. (3)

32 By Laws of the Company. (5)

33 Amendment to By Laws of the Company. (2)

4 Specimen Stock Certificate of the Company.

10.1 Form of Indemnification Agreement with officers and directors. (1)

10.2 Amendment to 1998 Stock Option Plan. (6)

10.3 Form of Notice of Stock Option Grant and Stock Option Agreement under the 1998 Stock Option Plan. (3)

10.5 Underwriting Agreement, dated December 22, 1998, among the Company and the underwriters named therein. (2)

10.6 Sub-Lease Agreement LDA-2 dated September 22, 2000. (6)

10.7 Sub-Lease Agreement LDA-3 dated May 8, 2000. (6)

10.8 Agreement dated July 28, 2001 for the sale and purchase of an equity interest in a joint venture in the People’ s Republic of China
with Holley Group Co., Ltd.
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(1) Incorporated by reference to the Company's Form SB-2 filed on October 21, 1998.

(2) Incorporated by reference to the Company's Form 10-KSB filed on March 30, 1999.

(3) Incorporated by reference to the Company's Form 8-K filed on August 11, 2000.

(4) Incorporated by reference to the Company's Form 8-K filed on October17, 2000.

(5) Incorporated by reference to the exhibits of the Company's registration statement (file no. 33-14521-NY).

(6) Incorporated by reference to the Company's Form 10-KSB filed on March 30, 2001. (b) Reports on Form 8-K:

Form 8-K - May 25, 2001 For purposes of NASDAQ compliance, the Company revised its table of security ownership of management
and certain beneficial owners filed with the Securities Exchange Commission on April 30, 2001 as part of the Company's Definitive Proxy

Statement for its 2001 Shareholder Meeting. SIGNATURES

In accordance with the requirements of the Securities Exchange Act of 1934, as amended, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

PACIFICNET.COM, INC.

Date: August 10, 2001 By: /s/ TONY TONG

Tony Tong
Chief Executive Officer

Date: August 10, 2001 By: /s/ CHARLES W. MUELLER

Charles W. Mueller
Chief Financial Officer

INDEX TO EXHIBITS

Exhibit

Number Description

4 Specimen Stock Certificate of the Company.

10.8 Agreement dated July 28, 2001 for the sale and purchase of an equity interest in a joint venture in the People’ s

Republic of China with Holley Group Co., Ltd.
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Exhibit 4

PACIFICNET ™ .coM
LOGO

NUMBER SHARES
PN

PACIFICNET.COM, INC.

COMMON STOCK INCORPORATED UNDER THE LAWS OF THE STATE OF DELAWARE CUSIP
69511V 108

SEE REVERSE FOR
CERTAIN DEFINITIONS

THIS CERTIFIES that:

is the owner of

FULLY PAID AND NON-ASSESSABLE SHARES OF $.0001 PAR VALUE EACH OF THE COMMON STOCK OF
PACIFICNET.COM, INC.

transferable on the books of the Corporation in person or by attorney upon surrender of this certificate duly endorsed or assigned. This

certificate and the shares represented hereby are subject to the laws of the State of Delaware and to the Certificate of Incorporation and By-

Laws of the Corporation as now or hereafter amended. This certificate is not valid until countersigned and registered by the Transfer Agent

and Registrar.

WITNESS the facsimile seal of the Corporation and the facsimile signatures of its duly authorized officers.

Dated:
/S/ Charles W. Mueller /S/ Tony Tong
[SEAL]
Chief Financial Officer Chief Executive Officer

SECURITY-COLUMBIAN UNITED STATES BANKNOTE COMPANY 1960

COUNTERSIGNED AND REGISTERED:

AMERICAN STOCK TRANSFER & TRUST COMPANY

(New York, NY)

TRANSFER AGENT
AND REGISTRAR

BY
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AUTHORIZED OFFICER

THE ARTICLES OF INCORPORATION OF THE CORPORATION GRANT TO THE BOARD OF DIRECTORS THE POWER TO
ESTABLISH MORE THAN ONE CLASS OR SERIES OF SHARES AND TO FIX THE RELATIVE RIGHTS AND PREFERENCES OF
ANY SUCH DIFFERENT CLASS OR SERIES. THE CORPORATION WILL FURNISH TO ANY SHAREHOLDER UPON REQUEST
AND WITHOUT CHARGE A FULL STATEMENT OF THE DESIGNATIONS, PREFERENCES, LIMITATIONS AND RELATIVE
RIGHTS OF THE SHARES OF EACH CLASS OR SERIES AUTHORIZED TO BE ISSUED, SO FAR AS THEY HAVE BEEN
DETERMINED, AND THE AUTHORITY OF THE BOARD TO DETERMINE THE RELATIVE RIGHTS AND PREFERENCES OF
SUBSEQUENT CLASSES OR SERIES.

The following abbreviations, when used in the inscription on the face of this certificate, shall be construed as though they were written
out in full according to applicable laws or regulations:

TEN COM - as tenants in common UNIF GIFT MIN ACT- Custodian
TEN ENT - as tenants by the entireties (Cust) (Minor)
JT TEN - as joint tenants with right of
survivorship and not as tenants in under Uniform Gifts to Minors
common
Act
(State)

Additional abbreviations may also by used though not in the above list.

For Value Received, hereby sell, assign and transfer unto

PLEASE INSERT SOCIAL SECURITY OR OTHER
IDENTIFYING NUMBER OF ASSIGNEE

(PLEASE PRINT OR TYPEWRITE NAME AND ADDRESS, INCLUDING ZIP CODE, OF ASSIGNEE)

Shares

of the capital stock represented by the within Certificate, and do hereby irrevocably constitute and appoint

Attorney

to transfer the said stock on the books of the within named Corporation with full power of substitution in the premises.

Dated
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NOTICE: THE SIGNATURE TO THIS ASSIGNMENT MUST CORRESPOND
WITH THE NAME AS WRITTEN UPON THE FACE OF THE CERTIFICATE IN
EVERY PARTICULAR, WITHOUT ALTERATION OR ENLARGEMENT OR
ANY CHANGE WHATEVER.

Signature(s) Guaranteed:

THE SIGNATURES MUST BE GUARANTEED BY AN ELIGIBLE GUARANTOR INSTITUTION (BANKS, STOCK-BROKERS,
SAVINGS AND LOAN ASSOCIATIONS AND CREDIT UNIONS WITH MEMBERSHIP IN AN APPROVED SIGNATURE
GUARANTEE MEDALLION PROGRAM), PURSUANT TO S.E.C. RULE 17Ad-15. KEEP THIS CERTIFICATE IN A SAFE PLACE. IF
IT IS LOST, STOLEN, MUTILATED OR DESTROYED, THE CORPORATION WILL REQUIRE A BOND OF INDEMNITY AS A
CONDITION TO THE ISSUANCE OF A REPLACEMENT CERTIFICATE.
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DATED: July 28, 2001

HOLLEY GROUP SHARE HOLDING CO., LTD.
(Parent Company)

and

PACIFICNET.COM, INC.

AGREEMENT
for the sale and purchase of an equity interest in a Joint Venture to be formed
in the People’ s Republic of China
by Holley Group Co., Ltd.

Preston|Gates|Ellis

SOLICITORS

10th Floor,
Hutchison House,
10 Harcourt Road,
Central, Hong Kong.

Tel: (852) 2230 3500 Fax: (852) 2899 2996

Website: www.prestongates.com
Our ref.: 44036-00006/NKA-KA1L/KA1L
CONTENTS

Heading

Interpretation
Sale of Shares

Consideration

Conditions

Completion

Representations and warranties

Special Terms

Confidentiality and Exclusive Negotiation

Outsourcing
Release

Further Assurance, Attorney, Information and Debts

Costs
Announcements
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15 Complete Agreement

16 Assignment

17 Severability

18 Counterparts

19 Remaining in Force

20 Time of the Essence

21 No Waiver

22 Notices

23 Governing Law and Jurisdiction

THIS AGREEMENT is made the 28th day of July 2001.

BETWEEN:

0)) HOLLEY GROUP SHARE HOLDING CO., LTD (Parent Company) a company existing under the laws of the People’ s
Republic of China whose principal place of business is at No. 78 Morganshan Road, Hangzhou 310005, People’ s Republic of China
(“Vendor”); and

2) PACIFICNET.COM, Inc. a company existing under the laws of the State of Delaware in the United States of America and having
its registered office at 7808 Creekridge Circle, Suite 101, Bloomington, MN 55439, United States of America (the “Purchaser’)

WHEREAS:

A. As at the date hereof, the Vendor and its Subsidiaries (“‘the Vendor Group”) are principally engaged in operations covering
electrical instruments, electronic materials, fine chemicals and real estate (“Holley Business™). The Group includes 16
manufacturing enterprises and two public companies which are listed on certain stock exchanges in the PRC (Holley Holding, Code:
0607; ST Hengtai, Code: 600097).

B. The Vendor and the Purchaser are desirous of entering into a joint venture in the PRC such that the Purchaser shall own a 51% legal
and beneficial interest in the Joint Venture (as defined below) and the Vendor shall own a 49% legal and beneficial interest in the
Joint Venture. In order to facilitate the joint venture relationship between the parties, it has been agreed that the Purchaser shall
purchase from the Vendor, either directly or indirectly, the said 51% interest in the Joint Venture (“Sale and Purchase”). In order
to facilitate such Sale and Purchase, it is agreed that the Vendor shall immediately after execution of this Agreement either :-

(a) within 45 days of the date of this Agreement form (subject to the approval of the Purchaser) the Joint Venture whereby the
shareholding structure of the Joint Venture shall allow and permit, in accordance with all rules, regulations and laws of the
PRC (together with all legal and government approvals being obtained) for the Purchaser to directly purchase and hold an
interest in the Joint Venture from the Vendor (“Holley JV Structure”); or

(b) in the event the Vendor is unable to form the Joint Venture based on the Holley JV Structure or the Purchaser (for any reason
whatsoever) disapproves of the Holley JV Structure, then the Vendor shall procure that there be formed and incorporated in
the British Virgin Islands a private company limited by shares in accordance with the laws of the British Virgin Islands ( the
“Company”) for the sole purpose of holding and owning 51% of the entire equity interest in the Joint Venture and whereby
the Vendor shall own 100% of the entire issued share capital of and in the Company after the Company’ s incorporation and
immediately prior to Completion and to be transferred and assigned to the Purchaser at Completion (“BVI JV Structure”).

C. The Vendor shall immediately after the execution of this Agreement procure to be formed and established (subject to the approval of

Return of Documents

the Purchaser) a PRC Sino-foreign co-operative joint venture enterprise (“Joint Venture’’) whereby the Purchaser shall upon
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Completion be the legal and beneficial owner of 51% of the Joint Venture (whether directly under the Holley JV Structure or
indirectly under the BVI JV Structure) and the Vendor has agreed it will become the legal and beneficial owner of 49% of the Joint
Venture upon incorporation of the Joint Venture. The Vendor shall be responsible (subject to the approval of the Purchaser) of
procuring all agreements and documents be entered into by all necessary parties and person in order to form the Joint Venture,
including the JV Agreement (hereinafter defined).

The Vendor will transfer to the Joint Venture its interest in such portion of its business comprising cash, working capital and business
assets (“Injected Business™) equal to the lesser amount of:

USD$ Imillion;
OR

Operating Cash Reserve Requirements of the Joint Venture, being the sum of total monthly operating expenses and costs of good sold
of the Joint Venture (derived from the proforma Joint Venture information provided under Clause 4.1.9) divided by 6.

In addition to the JV Agreement, the Vendor shall, immediately after the signing of this Agreement, enter into the Extinguishment
Agreement (hereinafter defined) to the effect that the Vendor shall upon the transfer of the Injected Business to the Joint Venture,
extinguish and keep the Purchaser fully indemnified against all debts and liabilities attributable to the Injected Business which have
arisen prior to such transfer.

Subject to the above, the Vendor has agreed to sell and Purchaser has agreed to purchase from the Vendor the Sale Shares subject to
and in accordance with the terms and conditions hereinafter set out.

NOW IT IS HEREBY AGREED as follows :

INTERPRETATION

The Recitals and Schedules form part of this Agreement and shall have the same force and effect as if expressly set out in the body of
this Agreement and any reference to this Agreement shall include the Recitals and Schedules.

In this Agreement except where the context otherwise requires the following words and expressions shall have the following meanings:

"Accounts" the audited financial statements (including balance sheet and profit and loss account) relating to the Injected

Business and each of the Joint Venture, the Vendor, the Company (if applicable) and of each of their respective
Subsidiaries prepared in accordance with generally accepted accounting principles in the PRC if in relation to
the Vendor and each of its Subsidiaries (excluding the Company), and in accordance with generally accepted
accounting principles of the United States if in relation to the Injected Business, the Joint Venture and the
Company (if applicable) and each of their respective Subsidiaries;

this “Agreement” means this agreement, and reference to this Agreement shall be construed as references to this Agreement as it

may be amended or supplemented from time to time by the parties hereto in writing;

“Articles of Association”  means the articles of association and the terms thereof of the Joint Venture to be negotiated by the Vendor and

the Purchaser in good faith and the terms of which are to be mutually agreed upon by the parties on or before the
Conditions Precedent Date subject at all times that the final version as executed or to be executed shall be in
such form and substance satisfactory to the Purchaser;

" Auditors" Auditors mutually approved and agreed by the parties hereto on or before the Conditions Precedent Date;
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"Business Day"

"Completion"

"Completion Accounts"

"Consideration"

“Consideration Shares”

“Control”

“Dispose”

“Distributions”

“Employment
Agreements”

“EMS Distribution
Agreement”

any day on which banks are open for business in Hong Kong and Hangzhou, PRC (excluding Sundays, public
holidays in Hong Kong, Hangzhou, PRC and days on which the Typhoon Signal No.8 is hoisted or the Black
Rainstorm warning is signaled and still in effect before 3 p.m. in Hong Kong or similar signals are hoisted or in
place and still in effect before 3 pm in Hangzhou, PRC such that businesses and schools are closed in
Hangzhou, PRC), provided that each business day shall finish (and then the next business day commence) at
4pm except Saturdays which shall so finish at 12.30pm;

completion of the sale and purchase of the Sale Shares in accordance with Clause 5 of this Agreement;

the consolidated balance sheet relating to the Injected Business and to each of the Joint Venture, the Vendor, the
Company (if applicable) and each of their respective Subsidiaries made up to the close of business on the
Completion Date and the audited consolidated profit and loss account relating to the Injected Business and to
each of the Joint Venture, the Vendor, the Company and each of their respective Subsidiaries for the period
from the Accounting Date to the Completion Date, prepared in accordance with generally accepted accounting
principles in the PRC if in relation to the Vendor and each of its Subsidiaries (excluding the Company (if
applicable)), and in accordance with generally accepted accounting principles of the United States if in relation
to the Injected Business, the Joint Venture and the Company (if applicable) and each of their respective
Subsidiaries; and certified by Auditors.

the consideration payable for the sale and purchase of the Sale Shares to the Vendor pursuant to Clause 3;

means 4,000,000 PACT Shares to be issued to the Vendor on Completion as the Consideration in accordance
with the terms and conditions of this Agreement; The shares to be issued and allotted to the Purchaser pursuant
to the terms and condition of this Agreement by the Purchaser to the Vendor will not be registered under the
Securities and Exchange Act of 1933 of the United States and are subject to restrictions on transferability;

means the possession, direct or indirect, of the power to direct or cause the direction of the management and
policies of a Person, whether through the ownership of voting securities, by contract or otherwise;

means, to make or to effect any sale, assignment, exchange, transfer, or to grant any option, right of first refusal
or other right or interest whatsoever or to enter into any agreement for any of the same and the expression
“Disposal” shall be construed accordingly;

means with respect to any period, such amount of profit distributions and allocations given or to be given to the
shareholders of the Joint Venture in an amount as may be reasonably determined by the board of directors of the
Joint Venture or required or authorized in accordance with the relevant laws of the PRC;

means the Employment Agreements to be entered into between the Joint Venture and each of the Key
Employees to be negotiated by the Vendor and the Purchaser in good faith and the terms of which are to be
mutually agreed upon by the parties on or before the Conditions Precedent Date subject at all times that the final
version as executed or to be executed shall be in such form and substance satisfactory to the Purchaser;

means the distribution agreement to be entered into between the Purchaser and the Vendor whereby the
Purchaser shall grant the Vendor rights to distribute and market EMS in such territory agreeable to the
Purchaser and to be negotiated by the Vendor and the Purchaser in good faith and the terms of which are to be
mutually agreed upon by the parties subject at all times that the final version as executed or to be executed shall
be in such form and substance satisfactory to the Purchaser;
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“EMS Software
Agreement”

“EMS License”

“Encumbrance”

“Escrow Agent”

“Escrow Agreement”

“Extinguishment
Agreement”

means the software development agreement to be entered into between the Purchaser and the Vendor in respect
of the development of e-commerce and EMS software and application to be negotiated by the Vendor and the
Purchaser in good faith and the terms of which are to be mutually agreed upon by the parties subject at all times
that the final version as executed or to be executed shall be in such form and substance satisfactory to the
Purchaser;

means the software license to be granted by the Purchaser in favour of the Vendor in respect of those software
developed in accordance with the EMS Software Agreement to be negotiated by the Vendor and the Purchaser
in good faith and the terms of which are to be mutually agreed upon by the parties subject at all times that the
final version as executed or to be executed shall be in such form and substance satisfactory to the Purchaser;

means and includes any option, right to acquire, right of pre-emption, mortgage, charge, pledge, lien,
hypothecation, title retention, right of set off, claim or counterclaim, trust arrangement or other security or
encumbrance or any equity or restriction;

means such person mutually acceptable to the Purchaser and the Vendor and to be appointed by the parties
hereto to facilitate the escrow arrangements set out in this Agreement;

means the escrow agreement in to be entered into between the Vendor, the Purchaser and the Escrow Agent in
respect of the Consideration Shares pursuant to Clause 7 to be negotiated by the Vendor and the Purchaser in
good faith and the terms of which are to be mutually agreed upon by the parties on or before the Conditions
Precedent Date subject at all times that the final version as executed or to be executed shall be in such form and
substance satisfactory to the Purchaser;

means the indemnity agreement to be entered into by the Vendor and the Joint Venture in respect of the
liabilities and debts attributable to the Injected Business being transferred to the Joint Venture to be negotiated
by the Vendor and the Purchaser in good faith and the terms of which are to be mutually agreed upon by the
parties on or before the Conditions Precedent Date subject at all times that the final version as executed or to be
executed shall be in such form and substance satisfactory to the Purchaser;

“Government Contract and means those agreements (to be negotiated by the Vendor and the Purchaser in good faith and to be mutually

Recognition”

"Hong Kong”

“HK$”

"Intellectual Property”

“JV Agreement”

agreed upon by the parties on or before the Conditions Precedent Date) entered into between the Vendor and/or
its Subsidiaries with such PRC government authorities concerning the Holley Business which are to be
transferred and assigned to the Joint Venture by the Vendor;

Hong Kong Special Administrative Region of the PRC;

Hong Kong dollars;

patents, trade marks, service marks, registered designs, utility models, applications for any of the foregoing and
the right to apply for any of the foregoing in any part of the world, copyright, inventions, confidential
information, know- how and business names and any similar rights situated in any country; and the benefit
(subject to the burden) of any and all licenses in connection with any of the foregoing;

means the PRC Sino foreign co-operative joint venture agreement and the related Memorandum of Association
and Articles of Association to be entered into (subject to the approval of the Purchaser) on or before the
Conditions Precedent Date either (i) between the Company and the Vendor if in relation to the BVI JV
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“Key Employees”

“Memorandum of
Association”

“Net Income”

“Net Revenue”

“PACT Shares”

“Person”

“PRC”

]

"Purchaser’ s Solicitors’

“Release Criteria”

“Release Date”

“Reserves”

""Sale Shares"

Structure; or (ii) between the Vendor and such third party used to form the Joint Venture if in relation to the
Holley JV Structure, including its variation, modification and supplement necessitated by the requirements of
the PRC approving authority and approved by the Purchaser;

means key employees mutually agreed upon by the Purchaser and Vendor on or before the Condition Precedent
Date and who shall be employed by the Joint Venture;

means the memorandum of association and the terms thereof of the Joint Venture to be negotiated by the
Vendor and the Purchaser in good faith and the terms of which are to be mutually agreed upon by the parties on
or before the Conditions Precedent Date subject at all times that the final version as executed or to be executed
shall be in such form and substance satisfactory to the Purchaser;

means, for any period, all revenues and income of any kind or description received during such period by the
Joint Venture minus all costs, expenses and taxes paid (whether income, corporate, sales or otherwise to the
relevant tax authorities) or incurred during such period by the Joint Venture as may be determined in accordance
with generally accepted accounting principles in the United States;

means, for any period, all revenues and income of any kind or description received during such period by the
Joint Venture as may be determined in accordance with generally accepted accounting principles in the United
States;

ordinary shares of US$0.0001 each in the capital of the Purchaser;

means any individual, partnership, corporation, trust, unincorporated association, joint venture, limited liability
company or other entity or any government, governmental agency or political subdivision;

the People’ s Republic of China;

Preston Gates & Ellis, 10t Floor, Hutchison House, 10 Harcourt Road, Central, Hong Kong (Attn : Mr.
Keith A. Lee);

means the basis and conditions by which the Escrow Agent shall release the relevant portion of
Consideration Shares to the Vendor on the Release Date pursuant to the schedule in Clause 7.1;

means the relevant date by which the Escrow Agent, pursuant to the Escrow Agreement, shall release such
portion of Consideration Shares to the Vendor in accordance with the schedule in Clause 7.1 and upon the
Release Criteria being satisfied,

means, with respect to any period, the amount of funds set aside, or amounts allocated during such period,
for (a) funding reserves for contingent liabilities, working capital, repairs, replacements, renewals, and
(b) paying taxes, insurance, debt service, or other costs or expenses incident to the ownership or operation
of the Joint Venture;

means either (i) the ordinary shares of the Company (being 100% of the existing issued and allotted share
capital on a fully diluted basis) such shares being beneficially owned by and registered in the name of the
Vendor if in relation to the BVI JV Structure which may be used as the basis of the Sale and Purchase in
accordance with the terms of this Agreement; or (ii) 51% of the entire legal and equity interest of and in the
Joint Venture if in relation to the Holley JV Structure which may be used as the basis of the Sale and
Purchase in accordance with the terms of this Agreement;

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document


http://www.secdatabase.com

"Subsidiaries" means in respect of a Person, a subsidiary of another company (or shall deemed to be), if :-

(a) that other company (i) controls the composition of the board of directors of such Person; or (ii)
controls more than half of the voting power of such Person; or (iii) holds more than half of the
issued share capital of such Person (excluding any part of it which carries no right to participate
beyond a specified amount in a distribution of either profits or capital); or

(b) such Person is a subsidiary of any company which is that other company's subsidiary;

“Supply of Goods and Services means the agreement to be entered into between the Joint Venture and the Vendor for the supply of goods

Agreement” and services by the Joint Venture to the Vendor in order for the Joint Venture to achieve the Net Revenue

and Net Income warranted by the Vendor in Clause 7 to be negotiated by the Vendor and the Purchaser in
good faith and the terms of which are to be mutually agreed upon by the parties on or before the Conditions
Precedent Date subject at all times that the final version as executed or to be executed shall be in such form
and substance satisfactory to the Purchaser;

"tax" and "taxation" includes all forms of tax, levy, duty, charge, fee, contribution, impost or withholding of any nature now or

hereafter imposed, levied, collected, withheld or assessed by a local, municipal, governmental, state, federal or
other body or authority in Hong Kong or elsewhere (including any fine, penalty, surcharge or interest in relation

thereto);
“US$” United States dollars;
“United States” United States of America;
"Warranties" the representations, warranties and undertakings contained or referred to in Clause 6.
1.3 References in this Agreement to ordinances and to statutory provisions shall be construed as references to those ordinances or

14

1.5

1.6

1.7

statutory provisions as respectively as modified (on or before the date hereof) or re- enacted (whether before or after the date hereof)
from time to time and to any orders, regulations, instruments or subordinate legislation made under the relevant ordinances or
provisions thereof and shall include references to any repealed ordinance or provisions thereof which has been so re- enacted (with or
without modifications).

The headings are for convenience only and shall not affect the construction of this Agreement.

All representations, undertakings, warranties, indemnities, covenants, agreements and obligations given or entered into by more than
one person are given or entered into jointly and severally.

Any document referred to herein as being "in the agreed terms" shall be in a form already agreed between the Solicitors acting for the
parties hereto.

Except where the context otherwise requires words denoting the singular include the plural and vice versa; words denoting any one
gender include all genders; words denoting persons include incorporations and firms and vice versa.
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1.8

1.9

2A.

2A.1

2A.2

2A3

2.1

2.2

Reference to clauses, sub- clauses, paragraphs and schedules are (unless the context requires otherwise) to clauses, sub- clauses,
paragraphs and schedules of this Agreement.

The expressions "the Vendor", the “Company” and “the Purchaser” shall unless the context requires otherwise shall include their
successors, personal representatives and permitted assigns.

FORMATION OF JOINT VENTURE AND STRUCTURE

The Vendor hereby agrees that it shall within 45 days from the date hereof (45 Day Period™) use its best endeavors to procure the
formation of the Joint Venture under the Holley JV Structure (such formation and structure is subject at all times to the approval in
writing of the Purchaser in its sole discretion) and such that the Purchaser shall be able to, on Completion, directly purchase, own
and hold 51% of the entire legal and beneficial interest of and in the Joint Venture in accordance with the terms of this Agreement.
Such 51% equity interest of and in the Joint Venture shall be the subject of the Sale Shares of this Agreement to be sold by Vendor to
the Purchaser free from all Encumbrances;

In the event that Vendor is unable to procure the formation of the Joint Venture under the Holley JV Structure either within the 45
Day Period or with the approval of the Purchaser such that the Purchaser shall be able to, on Completion, directly purchase, own and
hold 51% of the entire legal and beneficial interest of and in the Joint Venture, then the Vendor agrees that it shall on the expiry of
the 45 Day Period or disapproval by the Purchaser in writing (whichever is earlier) :-

(a) Within 5 days immediately after the 45 Day Period shall and/or shall procure to be incorporated the Company in order to
facilitate the formation of the Joint Venture in accordance with the BVI JV Structure;

(b) The primary objective of the Company and its Subsidiaries is to carry on the business of holding the Sale Shares and
participate in the management and affairs of the Joint Venture.

(© The Vendor shall procure that the Company shall have an authorized share capital of US$100,000 divided into 10,000,000
ordinary shares of [US$0.01] each;

(d) The Vendor shall be the first and only shareholders and directors of the Company holding one (1) share to be fully paid up
which shall represent the entire issued share capital of the Company on a fully diluted basis before and after Completion;

(e) The terms and conditions of the Company’ s memorandum and articles of association shall be those as agreed to and
approved by the Purchaser in writing;

® All costs and expenses (including legal costs) in respect of the formation and incorporation of the Company shall be borne
by the Vendor absolutely.

In the event that Holley JV Structure is not agreed upon or adopted to be used by the Purchaser within the 45 Day Period to facilitate
the Sale and Purchase contemplated herein this Agreement, then the BVI JV Structure shall be deemed to be the agreed structure to
be used by the parties to the facilitate the Joint Venture and sale of the 51% equity interest in the Joint Venture to the Purchaser. The
entire issued share capital of and in the Company representing the 51% beneficial and legal ownership in the Joint Venture shall be
the subject of the Sale Shares to be sold to and purchased by the Purchaser from the Vendor herein.

SALE OF SHARES
Subject to the fulfilment of all the conditions in Clause 4.1, the Vendor shall sell as beneficial owner and the Purchaser shall

purchase the Sale Shares free from all liens, charges and encumbrances and together with all rights now or hereafter attaching thereto
including all dividends and distributions declared, made or paid on or after the date of this Agreement in respect of the Sale Shares.

The Vendor hereby waives and agrees to procure before Completion the irrevocable waiver of pre- emption rights and any
other restrictions whatsoever on the transfer or issue which may exist in relation to the Sale Shares howsoever derived.
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4.1

CONSIDERATION

The Consideration for the Sale Shares shall be satisfied by the Purchaser upon Completion by the Purchaser issuing and

allotting to the Vendor the Consideration Shares.

CONDITIONS

This Agreement is conditional upon:

4.1.1

4.1.4A

the Purchaser being satisfied with the results of financial and legal due diligence review to be conducted by it on the
Vendor Group, the Company (if applicable) and the Injected Business;

the receipt of the Vendor of all necessary consents, approvals and authorisations having been obtained from the
applicable PRC approving state authorities (“Main Approving Authority”’) and the State Administration for
Industry and Commerce and any other approving authority, if necessary (“Other Approving Authorities”) in
connection with the purchase of the Sale Shares by the Purchaser, the establishment and incorporation of the Joint
Venture, the implementation of all transactions contemplated under the JV Agreement and the Extinguishment
Agreement and all other matters incidental thereto and their certified copies having been provided to the Purchaser
and which are all in form and substance satisfactory to the Purchaser;

the performance in full by the Vendor of its obligations contained in Clause 6.2;

the formation of the Joint Venture based on the Holley JV Structure which is in form and substance satisfactory to
the Purchaser and as set out it Clause 2A.1 or formation of the Joint Venture in accordance with the BVI JV
Structure which is in form and substance satisfactory to the Purchaser.

If the BVI JV Structure is adopted in accordance with Clause 2A, the establishment and incorporation of the
Company by the Vendor (to the satisfaction of the Purchaser) including the fulfillment of all those matters set out in
Clause 2A.2.

the establishment and incorporation of the Joint Venture to the satisfaction (in writing) of the Purchaser, including
the execution of following documents in the form and based on the terms and conditions that have been approved by
and are satisfactory to the Purchaser and with approval of the directors of the Purchaser at a meeting of directors:

(a) JV Agreement;

(b) Articles of Association of the Joint Venture

(c) Memorandum of Association of the Joint Venture;
(d) Extinguishment Agreement

save for those matters required to be performed by the parties at Completion, all steps and actions required to be
taken by the Vendor to give effect to the purchase of the Sale Shares by the Purchaser and the transfer of the
business of the Vendor to the Joint Venture in accordance with the JV Agreement and the Extinguishment
Agreement having been completed;

the Purchaser having received :-

(a) a legal opinion from a legal adviser in the PRC acceptable and satisfactory to the Purchaser confirming, inter
alia, (i) the legality, validity and enforceability of the JV Agreement, the Extinguishment Agreement, the
Employment Agreements, the PACT-Holley Agreements (as defined below and to be entered into by the
Vendor pursuant to Clause 7), Supply of Goods and Services Agreement, and any other agreements to be
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4.1.10

4.1.11

4.1.12

4.1.13

4.1.14

entered into by any of the Vendor or the Joint Venture pursuant to or as contemplated under this Agreement;
(i1) that the Sale Shares can be transferred to and owned by the Purchaser in the manner contemplated
herein; (iii) the consents, approvals and authorisations referred to in Clause [4.1.2] and the matters referred
to in Clause [4.1.4] having been obtained, performed and completed; and

(b) a legal opinion (in form and substance satisfactory to it from a legal adviser in each of the jurisdictions the
Company (if applicable) and the Vendor are incorporated confirming, inter alia (i) the legality, validity and
enforceability of this Agreement and the transactions contemplated herein in its jurisdiction of incorporation
and (ii) that the Company and the Vendor (as applicable) are validly existing and duly incorporated and are
of good standing in its jurisdiction of incorporation.

the Vendor having duly executed, delivered and exchanged (or procured to be executed, delivered and exchanged)
the following agreements:-

(a) The Employment Agreement (in such form and upon such terms mutually agreed upon by the Purchaser and
Vendor) duly executed by the Joint Venture and each of the Key Employees;

(b) The Supply of Goods and Services Agreement (in such form and upon such terms mutually agreed upon by
the Purchaser and Vendor) duly executed by the Vendor and the Joint Venture; and

(c) The Escrow Agreement (in such form and upon such terms mutually agreed upon by the Escrow Agent, the
Purchaser and Vendor) duly executed by the Escrow Agent, the Purchaser and the Vendor.

The Vendor having obtained certification from the Auditors stating that proforma financial results of the Joint Venture as
set out in Section A(2) (a) (2) of the Agreement in Principle dated 11th June 2001 and signed between the Purchaser and the
Vendor are suitable and appropriate for inclusion in a Form 8K filing of the Purchaser with the Securities and Exchange
Commission in the United States;

The Vendor having made reasonable efforts to duly directly or indirectly transfer and assign the Government Contracts and
Recognition and Operational Contracts (the “Holley Assignments™) to the Joint Venture and obtained all necessary
licenses and approvals from all relevant authorities in the PRC and in accordance with all PRC rules, regulations and laws;

All necessary consents, approvals and authorisations having been obtained from all applicable authorities in the PRC by the
Vendor in respect of the establishment and incorporation of the Joint Venture and the operation of its business and the
Company or the Purchaser (as the case may be) becoming the foreign investor in the Joint Venture;

The Vendor having undertaken in writing to the Company (such written undertaking to be in form and substance
satisfactory to the Purchaser) that it will bear and indemnify the Company and the Joint Venture against all losses, damages,
claims and liabilities suffered or incurred by each or either of them which arises, whether directly or indirectly, from any
breach or non-compliance by the Joint Venture or the Vendor of any applicable laws, rules, regulations, orders, directives or
policies (whether having the force of law or otherwise) prior to the Company effectively acquiring a fifty one per cent
(51%) equity interest in the Joint Venture (including without limitation any breach or non-compliance in connection with
the establishment of the Joint Venture, the operation of its business and any transfer of interests in the Joint Venture by any
existing or former shareholders of the Joint Venture);

evidence satisfactory to the Purchaser having been provided to it showing that the Company or the party owning the Sale
Shares (as the case may be) and all other shareholders of the Joint Venture have made capital contributions to the Joint
Venture in the manner provided by its Memorandum of Association and Article of Association or by any certificates,
licenses, consents or permits granted to the Joint Venture in respect of its establishment and/or operation;

such documents and other evidence as the Purchaser may request having been provided to it showing that the Joint Venture
is legally and properly established and in existence and that the Company has effectively acquired a 51 per cent equity
interest in the Joint Venture in accordance with all applicable laws, rules and regulations;
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4.2

4.3

4.1.15

4.1.16

4.1.17

4.1.18

4.1.19

4.1.20

the parties hereby agree that the Vendor shall give warranties and representations (in addition to those Warranties set out in
Clause 6) to the Purchaser concerning the state, affairs, business and matters of each of the Vendor, Company (if
applicable), Joint Venture. In this regard, it shall be a condition precedent to Completion that the Vendor shall make such
warranties and representations in writing to the Purchaser in form and substance mutually acceptable to the Vendor and
Purchaser concerning the state, affairs, business and matters of each of the Vendor, Company (if applicable), Joint Venture
as at Completion and deliver the same, duly executed, to the Purchaser.

save for Completion, all steps and actions required to be taken by the parties hereto and the Company (if applicable) to give
effect to the sale and purchase of the Sale Shares hereunder and all other transactions contemplated hereunder having been
taken and completed;

if required, the relevant stock exchange, government and securities authority and regulator in the United States granting
listing of and permission to issue and allot the Consideration Shares (including the escrow arrangement as stated in Clause
7) which fall to be issued in accordance with the terms herein;

if required, the shareholders of the Purchaser at a meeting of members approving this Agreement, the purchase of the Sale
Shares, creating and giving authority for the issue of the Consideration Shares to the Vendor, the implementation of the
transactions contemplated hereunder and all other matters incidental hereto in accordance with the provisions of the
Purchaser’ s articles of association and by-laws and such rules, regulations and laws in force from time to time in the
United States and which apply to the Purchaser;

if required, a resolution at a meeting of Directors of the Purchaser approving this Agreement, the PACT Assignments, the
purchase of the Sale Shares, creating and giving authority for the issue of the Consideration Shares to the Vendor, the
implementation of the transactions contemplated hereunder and all other matters incidental hereto in accordance with the
provisions of its articles of association and by-laws and such rules, regulations and laws in force from time to time in the
United States and which apply to the Purchaser;

all other matters as may be reasonably required or may be deemed reasonably necessary by the Purchaser and/or the Vendor
(as the case may be) in order to complete all of the transactions contemplated herein this Agreement.

The Vendor and the Purchaser shall use their respective endeavors to ensure that the conditions set out in Clause 4.1 shall be fulfilled

by the date set out in Clause 4.3. The Purchaser may in its sole and absolute discretion, waive any of the conditions set out in

Clauses 4.1.1 to 4.1.16 prior to Completion.

If the Vendor is unable to comply with and fulfill any of the conditions set out in Clauses 4.1.2 to 4.1.16 and 4.1.20 (save for the

event of termination by either party pursuant to Clause 4.4 below) or has failed to procure, provide, execute, deliver or perform such

documents, acts or deeds it is obligated to perform in Clauses 4.1.2 to 4.1.16 and 4.1.20 (save for the event of termination by either

party pursuant to Clause 4.4 below) to the full satisfaction of the Purchaser and with the approval of the directors of the Purchaser at

a meeting of directors on or before 30™ October 2001 (“Conditions Precedent Date”), the Purchaser may in its sole discretion:

(a)

(b)

(©)

defer the Conditions Precedent Date and Completion Date to a date not later than November 30, 2001 (and so that the
provisions of this Clause 4 shall apply to fulfilment of the Conditions as so deferred and the Completion and Completion
Date as set out in Clause 5 shall be deferred accordingly); or

proceed to Completion so far as practicable but without prejudice to the rights of the Purchaser; or

rescind this Agreement, without prejudice to any rights the Purchaser may have in respect of the Vendor’ s non-compliance
or non-fulfilment of the conditions set out in Clause 4.1.
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In the event that this Agreement is rescinded by the Purchaser pursuant to Clause 4.3 (c) above, then the Vendor shall pay to the
Purchaser the sum of US$500,000 immediately upon rescission by the Purchaser thereafter payment neither party shall have any
claim against or liability to the other party. The Vendor and Purchaser agree that the payment to the Purchaser for the sum of
US$500,000 shall be waived in the event that the conditions outlined in Clause 4.1.2 and Clause 4.1.11 respectively are not fulfilled
by the Vendor.

If the Purchaser is unable to comply with and fulfill any of the conditions set out in Clauses 4.1.17 to 4.1.20 (save for the default or
cause of the Vendor or event of termination by either party pursuant to Clause 4.4 below) or has failed to procure, provide, execute,
deliver or perform such documents, acts or deeds it is obligated to perform in Clauses 4.1.17 to 4.1.20 (save for the default or cause
of the Vendor) on or before the Conditions Precedent Date, the Vendor may in its sole discretion:

(a) defer the Conditions Precedent Date and Completion Date to a date not later than November 30, 2001 (and so that the
provisions of this Clause 4 shall apply to fulfilment of the Conditions as so deferred and the Completion and Completion
Date as set out in Clause 5 shall be deferred accordingly); or

(b) proceed to Completion so far as practicable but without prejudice to the rights of the Vendor; or

(c) rescind this Agreement, without prejudice to any rights the Vendor may have in respect of the Purchaser’ s non-compliance
or non-fulfilment of the conditions set out in Clause 4.1.

In the event that this Agreement is rescinded by the Vendor pursuant to Clause 4.3A(c) above, then the Purchaser shall pay to the
Vendor the sum of US$500,000 immediately upon rescission by the Vendor and thereafter payment neither party shall have any
claim against or liability to the other party.

The parties hereto agree that this Agreement may be terminated at any time (by written notice served on the other party) on or before
30™ October 2001 (with immediate effect and thereafter no party to this Agreement shall have any claim against or liability to the
other party save in respect of any antecedent breaches of this Agreement and subject to the payment of such amounts to such party as
set out below) by either the Vendor or the Purchaser upon the resolution of the board of directors at a meeting of directors of either
the Vendor or the Purchaser (as the case may be). It is acknowledged by the parties hereto that the matters set out in this Agreement
leading up to Completion, including those set out in Clause 4.1 shall incur a considerable amount of time, costs and expenses on the
part of both parties and in this regard it is hereby further agreed by all parties hereto that :-

@) in the event that this Agreement is terminated by the board of directors at a meeting of directors of the Purchaser or the
Vendor (as the case may be), following the approval of this Agreement by the board of the Purchaser and by the board of
the Vendor, but prior to the voting of this Agreement by the shareholders of the Purchaser and/or the shareholders of the
Vendor on or before 30" October 2001 (if required), then the terminating party shall pay to the other party the sum of
US$250,000 within three days of a termination notice being served on the other party;

(i) In the event the shareholders at a meeting of shareholders (if required) of the Purchaser or the Vendor (as the case may be)
do not approve this Agreement and the transactions contemplated herein, the first party whose shareholders at a meeting of
shareholders (if required) has failed to obtain the relevant approval shall pay to the other party sum of US$250,000 within

three days of the relevant shareholders meeting.

(iii) in the event that this Agreement is terminated by the board of directors at a meeting of directors of the Purchaser or the
Vendor (as the case may be), following the approval of this Agreement by the board of the Purchaser, and after the approval
of this Agreement by the shareholders of the Purchaser on or before 30™ October 2001 (if required), then the terminating
party shall pay to the other party the sum of US$500,000 within three days of a termination notice being served on the other

party.

For the purpose of guaranteeing the payment of the damages referred to in Clause 4.3 and 5.4 (if any) or break-up fees by the Vendor
to the Purchaser (if any) as set out above, the Vendor hereby agrees to procure that its Subsidiary, Holley Holding (U.S.A.) Ltd
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4.5

4.6

5.1

5.2

(“China Holley USA”), a company incorporated in California with registered office address at 131 South Maple Avenue, Unit 6,
South San Francisco, CA 94080, shall within 3 business days from the date of this Agreement, duly execute and deliver a deed of
guarantee (in form and substance acceptable to the Purchaser) of payment for the fulfillment and payment of the amounts set out in
and in accordance with this Clauses 4.4, 4.3 or 5.4 in favor of the Purchaser and shall procure that China Holley USA shall maintain a
minimum balance of US$500,000 in a bank account in the United States and send such details of bank account and bank statements
to the Purchaser immediately upon request.

The Vendor and the Company undertakes to disclose in writing to the Purchaser anything which will or may prevent any of the
conditions from being satisfied at or prior to Completion, as applicable, immediately upon the Vendor and/or the Company becoming
aware of such a situation.

Until Completion, the Vendor and the Company shall procure that the Purchaser, its agents and representatives are given reasonable
access to such documents relating to the Joint Venture, the Injected Business, the Vendor Group, the Company and the Subsidiaries,
as the Purchaser shall request.

COMPLETION

Subject to the terms of this Agreement, Completion shall take place pursuant to this clause at such place and location to be mutually

agreed upon by the Purchaser and the Vendor on or before the 3 15

October 2001 or such later date as may be stipulated in accordance
with Clause 4.3 (a) or 4.3A (a), as the case may be (“the Completion Date). The parties shall agree on the place and location
where Completion shall take place on or before 31 St October 2001 and failing such agreement then the place and location where

Completion shall take place shall be in Hong Kong at the office of the Purchaser’ s Solicitors.
On Completion the Vendor shall:
(a) cause to be delivered to the Purchaser:

(i)  if the same shall not have been provided prior to Completion, certified copies of all consents, approvals and
authorisations referred to in Clause 4.1. and such other documents and evidence showing the fulfilment of the

conditions by the Vendor of the applicable conditions set out in Clause 4.1 ;

(i)  if the same shall not have been provided prior to Completion, certified copies of the documents referred to in Clauses
4.1,

(iii)  if the same shall not have been provided prior to Completion, certified copies of the business licence of the Joint
Venture the JV Agreement (in its final form as approved by the Main Approving Authority) duly executed by the
Company and the Vendor and the final version of the Memorandum of Association and Articles of Association of the
Joint Venture (in the agreed terms and in its final form duly approved by the Main Approving Authority) of the Joint

Venture;

(iv)  if the same shall not have been provided prior to Completion, certified copies of all necessary resolutions of the board
of directors and the shareholders of the Vendor approving the signing of the JV Agreement and the Extinguishment
Agreement, all other documents required by the Main Approving Authority and all those other agreements set out in
Clause 4.1;

(v)  ifrequired and if applicable, the original Certificate of Good Standing of the Company and the consent letter (if
applicable) issued by the Vendor to the BVI agent for release of information to the Purchaser and the registration of
the Sale Shares in favour of the Purchaser together with the duly executed instrument(s) of transfer of the Sale Shares

by the registered holder(s) thereof in favour of the Purchaser or as it may direct together with the relative certificates;
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(vi) ifrequired and if this transaction is on the basis of the Holley JV Structure, the duly executed instrument(s) of
transfer of the Sale Shares by the registered holder(s) thereof in favour of the Purchaser or as it may direct together
with the relative certificates together within any other documents or deeds which shall prove and render the Purchaser
the lawful legal and beneficial owner of 51% of the entire equitable interest of and in the Joint Venture;

(vii) if applicable, resolutions of the board of directors of the Company approving the transfer of the Sale Shares by the
Vendor to the Purchaser or as it may direct;

(viii) such other documents as may be reasonably required to give to the Purchaser good title to the Sale Shares free from
all claims, liens, charges, equities and encumbrances and third party rights of any kind and to enable the Purchaser (or
as it may nominate) to become the registered holder thereof;

(ix) if applicable, all statutory and other books and records (including financial records) duly written up to date of the
Company and its certificate of incorporation, common seal and any other papers, records and documents of the
Company;

(x)  the Completion Accounts;

(xi) if applicable, a certified copy of the resignation of all existing directors of the Company;

(xii) The certificate referred to in Clause 4.1.9.

(b) if requested by the Purchaser, cause such person(s) as the Purchaser may nominate to be validly appointed as additional
directors of the Company and cause the existing directors of the Company to resign with effect from the Completion Date.

On Completion and subject to the simultaneous performance of the obligations of the Vendor contained in Clause 5.2, the Purchaser
shall cause to be delivered to the Escrow Agent the certificate(s) for such number of Consideration Shares issued and credited as
fully paid, such shares upon issue to rank pari passu (save and subject to any restrictions on sale and transfer of the Consideration
Shares by the Purchaser as well as those restrictions set out in Clause 7 hereof) with the existing Consideration Shares registered in
the name of the Vendor or Holley Holding (U.S.A.) Ltd.

In addition, Purchaser should deliver to Vendor:

a) certified copy of Board resolution approving this agreement and the issue and allotment of consideration shares and certified
copy of share holders resolution certified by any director of the Purchaser ,

b) certified copy of the receipt of the escrow agent of the consideration shares pursuant to this clause 5.3, and ,

c) certified copy of Board resolution approving the appointment of the three directors named by the Vendor as directors of the

Board of Purchaser. The total number of directors of the Purchaser as outlined in the by laws is 9.

d) If required, the Purchaser should deliver to the Vendor certified copy of approvals of the relevant stock exchange,
government and securities authority and regulator in the United States granting listing of and permission to issue and allot the
Consideration Shares.

If any party hereto shall be unable to comply with any of its obligations under this Clause 5 on the Completion Date, the party not in
default may :-

(a) defer Completion to a date not more than 28 days after the Completion Date (and so that the provisions of this Clause 5 shall
apply to Completion as so deferred); or

(b) proceed to Completion so far as practicable but without prejudice to the rights of the non-defaulting party; or

(© rescind this Agreement, without prejudice to any rights the non-defaulting party may have in respect of such default.
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6.2

In the event that this Agreement is rescinded pursuant to Clause 5.4(c), then the defaulting party shall (in addition and without
prejudice to any other rights or claims for damages the non-defaulting may have against the defaulting party) pay to the non-
defaulting party the sum of US$500,000 immediately upon rescission by the non-defaulting party

REPRESENTATIONS, WARRANTIES AND UNDERTAKINGS

Representations, Warranties and Undertakings of Both the Vendor and Purchaser

6.1.1. Each of the Warranties shall be deemed repeated by the Vendor and Purchaser during the period from the date of this
Agreement up to and including the day of Completion with reference to the facts and circumstances then subsisting.

6.1.2. Each of the Warranties is without prejudice to any other Warranty and, except where expressly stated otherwise, no provision

contained in this Agreement shall govern or limit the extent or application of any other provision.

6.1.3. The Warranties shall survive Completion insofar as the same are not fully performed on Completion.

6.1.4. The Vendor and the Purchaser hereby undertake to indemnify and keep indemnified the other party against any loss or

liability suffered by the as a result of or in connection with any breach of any of the Warranties and against any costs and
expenses incurred in connection therewith provided that the indemnity contained in this Clause shall be without prejudice to

any other rights and remedies of either party in relation to any such breach.

Representations, Warranties and Undertakings of the Vendor:

6.2.1 The Vendor hereby warrants and represents that:

(a) it has the full power, authority and legal right to enter into this Agreement and this Agreement constitutes binding

obligations on it in accordance with its terms;

(b) the execution and delivery of this Agreement and the consummation of transactions contemplated hereby will not
result in the breach and/or cancellation and/or termination of any of the terms or conditions of or constitute a default
under any agreement, commitment or other instrument to which it is a party or by which it or its property or assets
may be bound or affected or violate any law or any rule or regulation of any administrative agency or governmental

body or any court order, writ, injunction or decree of any court, administrative agency or governmental body
affecting it; and

(c) there has been no material adverse change in the assets, as a whole, or the business, prospects, financial condition or
result of operations of the Vendor since its last date of audited financial statement. For the purpose of this Clause 6.2,
“material adverse change” shall mean (i) a reduction in cash balance to less than US$5,000,000; or (ii) reduction in

Net Revenue (for the last 12 months) to less than US$5,000,000

6.2.2 The Vendor hereby warrants, represent and undertakes that it shall procure that, except with the prior consent in writing of the
Purchaser, the following events and matters will not occur, at any time between the date of this Agreement and Completion,

or if this Agreement is rescinded or terminated earlier, the day of termination:-

(a) if applicable, that the Company will not issue or transfer or agree to issue and allot or transfer any securities in respect
of any equity (inter alia, the issued and unissued shares) or loan capital of the Company or grant any option over or

right to acquire any equity or loan capital of the Company or increase the registered capital of the Company;
(b) the Joint Venture and the Company (if applicable) will not borrow or otherwise raise money or incur any

indebtedness or create any security over any of its assets and properties;
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6.2.4

(©)

(d)

(e)

)

(2

(h)

(1)

the Joint Venture and the Company (if applicable) will not enter into any contract or incur any capital commitment,
expenditure or contingent liability other than as contemplated under the JV Agreement and the Extinguishment
Agreement;

the Joint Venture and the Company (if applicable) will not enter into any other agreement with the Vendor or any
third party or carry on any business, trading or other activities except as contemplated under this Agreement, the JV

Agreement and the Extinguishment Agreement;

if applicable, propose at its own accord or vote on any resolution in general meeting of the Company other than
resolutions relating to the business of an annual general meeting which is not special business;

if applicable, increase or authorise the increase of or undertake to increase the emoluments or benefits payable or
granted to any director or employee of the Company with immediate, prospective or retrospective effect;

if applicable, appoint any directors of the Company other than the existing directors on the date of this Agreement;

if applicable, issue any dividends of the Company to any shareholders of the Company and/ or allow the Vendor to
make any remittance of profits to its holders of equity or shares;

if applicable, it will not sell, transfer, assign, charge, or otherwise dispose of any shares beneficially owned by him or
any legal or beneficial interest in the Company (save for the sale of the Sale Shares pursuant to this Agreement)

The Vendor hereby warrants, represents and undertakes it shall procure that:-

(a)

(b)

at any time prior to Completion, the Purchaser, its agent and professional advisers are given, promptly on request, all
such information regarding the business, assets, liabilities, contracts and affairs of the Vendor Group, the Company
(if applicable) and the Injected Business and of the documents of title and other evidence of ownership of assets
contemplated in this Agreement and the JV Agreement as the Purchaser may require; and

whether before or after Completion, the Purchaser, its agent and professional advisers are given, promptly on request,
all such other information and documents (including without limitation any accounts of the Vendor Group, the
Company and accounts relating to the Injected Business) relating to the Vendor Group, the Company, the Joint
Venture and the Injected Business as the Purchaser may require for the purpose of or in connection with the
performance, observance and compliance by the Purchaser of any provision of the such rules, regulations and laws in
force from time to time in the United States and which apply to the Purchaser or otherwise as may be required by the
relevant regulatory authorities in the United States or any other applicable authorities.

The Vendor hereby warrants, represents and undertakes it shall procure that on or before the day on which the Purchaser is
obliged to satisfy such part of the Consideration as is referred to in Clause 3:-

(a)

(b)

(©)

If applicable, the Vendor and its affiliates and the directors of the Company and/or the Joint Venture will each have
discharged in full any indebtedness of such person to the Company and/or the Joint Venture (whether or not then due
for payment);

If applicable, the Company and/or the Joint Venture shall be released, without payment by or other cost to the
Company and/or the Joint Venture, from all debts and obligations to, and from all guarantees, indemnities, mortgages
and surety or security arrangements of any kind given by the Company and/or the Joint Venture in favour of the
Vendor or any affiliates of the Vendor, or any director of the Company and/or the Joint Venture; and

If applicable, the accounts of the Company and/or the Joint Venture, audited by an independent accountant acceptable
to the Purchaser, will be provided to the Purchaser reflecting the matters referred to in Clauses 6.2.4(a) and (b).
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6.2.6

and the Vendor shall, on demand, indemnify the Purchaser and keep it indemnified from and against any failure so to procure
and from any liability pending any such release.

The Vendor shall use its best endeavors to procure the Company (if applicable) and to procure all parties in the Joint Venture
to promptly perform, observe and comply with all its obligations under the JV Agreement and the Extinguishment Agreement
and take all necessary steps and sign and execute all necessary documents to facilitate or effect the transactions contemplated
under the JV Agreement and the Extinguishment Agreement, including without limitation procuring such modification to the
terms of the JV Agreement, the Extinguishment Agreement and other documents ancillary thereto as may be required by the
Main Approving Authority and Other Approving Authorities.

The Vendor shall not (save only as may be necessary to give effect to this Agreement) do or allow and shall procure that no
act or omission shall occur before Completion which would constitute a breach of any of the Warranties if they were given at
Completion or which would make any of the Warranties inaccurate or misleading if they were so given.

6.3. Representations, Warranties and Undertakings of the Purchaser

6.3.1

6.3.2

The Purchaser hereby warrants and represents that :-

(a) it has the full power, authority and legal right to enter into this Agreement and this Agreement constitutes binding
obligations on it in accordance with its terms;

(b) the execution and delivery of this Agreement and the consummation of transactions contemplated hereby will not
result in the breach and/or cancellation and/or termination of any of the terms or conditions of or constitute a default
under any agreement, commitment or other instrument to which it is a party or by which it or its property or assets
may be bound or affected or violate any law or any rule or regulation of any administrative agency or governmental
body or any court order, writ, injunction or decree of any court, administrative agency or governmental body
affecting it; and

(c) there has been no material adverse change in the assets, as a whole, or the business, prospects, financial condition or
result of operations of the Purchaser since its last date of audited financial statement. For the For the purpose of this
Clause 6.3.1(c), “material adverse change” shall mean (i) a reduction in cash balance to less than US$1,500,000; and/
or (ii) termination in employment of any of Tony Tong, Richard Hui and Chuck Mueller as employees of the
Purchaser.

Notwithstanding any other terms and conditions of this Agreement, it is hereby agreed by the Vendor that in the event of a
transfer of the Purchaser from the Nasdaq National Market to the Nasdaq Small Cap Market, , that such event shall not
constitute an event of default, breach of warranty, representation or undertaking or any act or event whatsoever which would
entitle the Vendor to rescind this Agreement and/or claim a breach, default or damages against the Purchaser.

7. SPECIAL TERMS

7.1 Escrow Arrangement for Consideration Sharesand Adjustment

7.1.1

The Vendor warrants, represents and undertakes that (i) the total Net Revenue of the Joint Venture for the period from 1

November 2001 to 313 December 2001 (“First Year™) will not be less than US$5,000,000, the period from 15t anuary 2002
to 315 December 2002 (“Second Year™) will not be less than US$39,000,000 and for the period from 1% January 2003 to
31% December 2003 (“Third Year”) will not be less than US$50,000,000; and (ii) the total Net Income of the Joint Venture
for the First Year will not be less than US$250,000, the Second Year will not be less than US$1,950,000 and for the Third
Year will not be less than US$2,500,000. The First Year, Second Year and Third Year shall collectively hereinafter be
referred to as the “Warranted Years”.
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The Vendor hereby agrees and acknowledges that the total Consideration payable by the Purchaser is based on the Vendor’ s
warranty in respect of the Net Revenue and Net Income of the Joint Venture as described above. In this regard the Vendor hereby
agrees to appoint the Escrow Agent upon the terms of the Escrow Agreement in the agreed terms to hold all the Consideration Shares
to be issued in accordance with this Agreement on Completion and the Vendor undertakes with the Purchaser that it shall not either
sell, transfer, charge, encumber, grant options over or otherwise dispose of, or of any legal or beneficial interest in any of the
Consideration Shares until such part of the Consideration Shares are released to by the Escrow Agent to the Vendor in accordance

with the following schedule but subject to Clause 7.2 below :

Release Date

After the First Year, within 10 days of the Auditors
certifying (in writing to the Purchaser that the audited
financial statements (including balance sheet and profit
and loss account) in accordance with generally
accepted accounting principles in the United States
relating to the Joint Venture and its business is
acceptable and can be consolidated into the

Purchaser’ s audited accounts, balance sheet and
financial statements.

After the Second Year, within 10 days of the Auditors
certifying (in writing to the Purchaser that the audited
financial statements (including balance sheet and profit
and loss account) in accordance with generally
accepted accounting principles in the United States
relating to the Joint Venture and its business is
acceptable and can be consolidated into the

Purchaser’ s audited accounts, balance sheet and
financial statements.

After the Third Year, within 10 days of the Auditors
certifying (in writing to the Purchaser that the audited
financial statements (including balance sheet and profit
and loss account) in accordance with generally
accepted accounting principles in the United States
relating to the Joint Venture and its business is
acceptable and can be consolidated into the

Purchaser’ s audited accounts, balance sheet and
financial statements.

7.1.2  The Vendor agrees and undertakes not to dismiss nor withdraw its instructions to the Escrow Agent pursuant to the Escrow
Agreement unless the Escrow Agent has voluntarily resigned or ceased to act as escrow agent in accordance with the Escrow

Number of
Consideration
Shares to be
Released
500,000 PACT
Shares

1,642,000 PACT
Shares

1,858,000 PACT
Shares

Release Criteria

The Joint Venture has achieved
(i) Net Revenue for the First
Year of not less than
US$5,000,000; and (ii) Net
Income for the First Year of not
less than US$250,000

The Joint Venture has achieved
(i) Net Revenue for the Second
Year of not less than
US$39,000,000; and (ii) Net
Income for the Second Year of
not less than US$1,950,000

The Joint Venture has achieved
(i) Net Revenue for the Third
Year of not less than
US$50,000,000; and (ii) Net
Income for the Third Year of not
less than US$2,500,000
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Agreement, in which case the Vendor agrees and undertakes to appoint an escrow agent (as is agreeable to the Purchaser) in
its place to act as escrow agent on the same terms and conditions of the Escrow Agreement.

In the event any of the Release Dates referred to above is not a Business Day in Hong Kong, then the relevant portion of the
Consideration Shares shall be released on the immediately following Business Day.

It is agreed that where reference to USS$ is made in this Clause 7.1, it shall also mean and include “or its equivalent value in
RMB at the mid-price of bid and offer of the prevailing exchange rate quoted by the Bank of China in the PRC at 11.00 am on
the last Business Day of the relevant financial year of the Joint Venture subject to the Maximum Rate (as defined hereafter),
which if exceeded shall be deemed to be the Maximum Rate. The parties agree that the fluctuation in the prevailing exchange
rate under this Agreement shall be limited to a maximum of not more than 10% of the mid-price of bid and offer of the
prevailing exchange rate quoted by the Bank of China in the PRC at 11.00 am on the day of Completion (the "Maximum
Rate").

The Vendor hereby warrants, represents and undertakes that it shall, within 60 days will make the best effort in reasonable
short period time after Completion enter into the following agreements with the Purchaser :-

(a) The EMS Software Agreement;

(b) The EMS License; and

(c) The EMS Distribution Agreement.

(the EMS Software Agreement, EMS License and EMS Distribution Agreement are all collectively herein this Agreement
referred to as the “PACT-Holley Agreements’)

The Vendor hereby agrees and undertakes that after Completion and issue and allotment of the Consideration Shares in the
name of the Vendor that it shall not nominate more than three (3) directors to the board of directors of the Purchaser.
Currently, there are 6 directors (including independent directors) that have been elected by the shareholders to serve on the
board of directors of the Purchaser.

7.2 Adjustments Consideration Shares and the Purchaser Board Seats

7.2.1

Adjustment in Consideration Shares :- In the event that any of the Net Revenue or Net Income as warranted by the Vendor
in Clause 7.1.1 during any of Warranted Years fall below any of the amounts specified in the corresponding Release Criteria
set out in Clause 7.1.1 above then the Vendor shall upon written notice (“Notice”) by the Purchaser, pay to the Purchaser an
amount in the form of PACT Shares on each of the relevant Release Dates which is calculated as follows :

Number of PACT Shares to be delivered by Vendor to Purchaser (“Adjustment Shares”) = Number of Consideration Shares
to be released by the Escrow Agent on any relevant Release Date multiplied by the greater of either Adjustment Percentage A
(as defined below) or Adjustment Percentage B (as defined below).

Adjustment Percentage A, shall mean the warranted Net Revenue amount minus the actual amount of Net Revenue
during the relevant term of Warranted Years divided by the warranted Net Revenue amount during the relevant term of
the Warranted Years, of which 5% is then subtracted

Adjustment Percentage B, shall mean the warranted Net Income amount minus the actual amount of Net Income
during the relevant term of Warranted Years divided by the warranted Net Income amount during the relevant term of
the Warranted Years
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Notwithstanding the above calculation of Adjustment Shares, in the event that either Adjustment Percentage A plus 5% or
Adjustment Percentage B is greater than 50%, the Vendor hereby agrees it shall pay to the Purchaser 100% of the
Consideration Shares to be released on the applicable Release Date.

Upon any of the events described above occurs, the Purchaser shall provide the Escrow Agent with the Notice, that will
include the calculation of Adjustment Shares (which shall be deemed final and correct upon such delivery save in the event of
a manifest error), and the Escrow Agent shall immediately thereafter deliver the Adjustment Shares or all the Consideration
Shares falling to be released on the Relevant Release Date (as the case may be) to the Purchaser. In addition, the Vendor shall
do and execute or procure to be done and executed all other necessary acts, deeds, documents and things within its power to
transfer and assign the legal and beneficial ownership of the Adjustment Shares or all the Consideration Shares falling to be
released on the Relevant Release Date (as the case may be) in the name of the Purchaser. For the avoidance of doubt, the
balance of the Consideration Shares after deducting the Adjustment Shares delivered to the Purchaser (if any) on the Relevant
Release Date shall be released and delivered by the Escrow Agent to the Vendor.

Adjustment in the Purchaser Board Seats :- In the event that any of the actual Net Revenue or Net Income achieved by the
Joint Venture during any of the Warranted Years is/are less than 50% of the respective amounts specified in the corresponding
Release Criteria during the Warranted Years and set out in Clause 7.1.1, the Vendor agrees that the number of directors it may
be entitled to nominate to the board of the Purchaser shall be reduced by one (1) director for every year during the Warranted
Years it fails to meet the warranted Net Revenue or Net Income. In the event that the number of directors appointed/nominated
by the Vendor to the board of directors of the Purchaser exceeds the number the directors the Vendor is entitled to appoint/
nominate in accordance with the terms of this Agreement, the Vendor shall immediately procure such director(s) exceeding
the number it is entitled to nominate to resign as a director of the Purchaser (and shall keep the Purchaser fully indemnified of
any claims or proceeding such resigning director may have against the Purchaser).

7.3 Rights Attached to Consideration Shares while in Escrow

7.3.1

7.3.2

It is hereby agreed by the parties that the Vendor shall be allowed to exercise at any time, any rights (whatsoever) it may have
as a registered owner of such portion of Consideration Shares (including voting rights, rights to appoint directors or rights to
attend meetings of members) that the Escrow Agent is holding pursuant to Clause 7.1 and which have not been released on or
by the relevant Release Date to the Vendor, except for the rights outlined in Clause 7.3.2.

It is further agreed by the Vendor that if any dividends are declared or any distributions are made to any shareholders of PACT
Shares, the dividends and such distributions attached to such Consideration Shares which are held by the Escrow Agent in the
meantime, pursuant to Clause 7.1, shall be paid to Escrow Agent. It is agreed that dividends and distributions attached to each
Consideration Share and held by the Escrow Agent shall only be released by the Escrow Agent, together with any interest
thereon, to the Vendor as and when such Consideration Shares fall to be released in accordance with Clause 7.1. All
remaining dividends and distributions (together with interest thereon) held by the Escrow Agent shall be released to the
Purchaser on the relevant Release Dates.

7.4 Right of First Refusal

7.4.1

7.4.2

Before any shares or interest in the Joint Venture be sold or otherwise transferred or Disposed of by the Vendor (“Selling
Shareholder”), the Purchaser shall have a right of first refusal (“Right of First Refusal) to purchase such shares or interest
(“Offered Securities”) in accordance with Clauses 7.4.2 and 7.4.3 below.

Before the transfer or Disposal of any Offered Securities, the Selling Shareholders shall deliver to the Purchaser and the
Company a written notice (“Transfer Notice”) stating :-
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7.4.3

7.4.4

(a) the Selling Shareholder’ s intention to sell or otherwise Dispose of such Offered Securities;

(b) the name of each proposed purchaser or other transferee (a “Proposed Transferee”);
(c) the number of Offered Securities to be transferred to each Proposed Transferee;
(d) the cash price and/or other consideration for which the Selling Shareholder proposes to transfer the Offered Securities

to the Proposed Transferee (“Offered Price”).

The Transfer Notice shall certify that the Selling Shareholder(s) has received a firm offer from the Proposed Transferee(s) and
in good faith believes a binding agreement for the Disposal is obtainable on the terms set forth in the Transfer Notice. The
Transfer Notice shall also include a copy of any written proposal, term sheet or letter of intent or other agreement relating to
the proposed Disposal. The Transfer Notice shall constitute an irrevocable offer by the Selling Shareholder to sell the Offered
Securities to the Purchaser.

The Purchaser shall have a right, upon notice to the Selling Shareholder at any time within 30 calendar days after receipt of
the Transfer Notice, to purchase all, any or a portion of such Offered Securities at (a) such price per share of the Offered
Securities as (i) determined by an independent international appraiser experienced in the valuation of such shares and business
of the Company as chosen by the Purchaser or (ii) the Offered Price, which ever shall be lower (“Purchaser Offer Price”);
and (b) upon the same terms (or as similar as reasonably possible), upon which the Selling Shareholder is proposing or is to
Dispose of such Offered Securities, save the sale/purchase price shall be the Purchaser Offer Price, and the Selling
Shareholder shall, upon receipt of the notice of purchase from the Purchaser, sell such Offered Securities to the Purchaser
pursuant to such terms, with such closing to take place within 45 calendar days after delivery of the Transfer Notice
(“Purchase Right Period”).

If any of the Offered Securities proposed in the Transfer Notice to be transferred are not purchased by the Purchaser, then
after expiry of the Purchase Right Period, the Selling Shareholder may sell or otherwise transfer or Dispose of such Offered
Securities which have not been purchased by the Purchaser at the Offered Price or at a higher price, provided that such sale or
other transfer shall be completed and consummated within 45 days after the expiry of Purchase Right Period, and provided
further that the Proposed Transferee agrees in writing that the provisions of this Agreement and any Shareholder’ s Agreement
between the Purchaser and the Vendors regulating their respective rights within the Company (if any) shall continue to apply
to the Offered Securities that are transferred to the Proposed Transferee. If the Offered Securities described in the Transfer
Notice are not transferred to the Proposed Transferee within such 45 day period, such Selling Shareholder will not transfer or
Dispose of any Offered Securities unless such securities are first re-offered to the Purchaser in accordance with Clauses 7.4.2
and 7.4.3 above.

7.5 Right of First Offer for Sale Shares

7.5.1

If within 24 months from the Completion Date, any of the following events shall occur (“‘Sale Events™), then the Vendor
shall have the right to purchase all of the Sale Shares (but not part thereof) from the Purchaser in priority to any other party or
third party at the lower consideration of (i) as determined by an independent international appraiser experienced in the
valuation of such shares and business of the Company as chosen by mutual agreement by the Purchaser and the Vendor, based
on a willing buyer and a willing seller or (ii) as the parties may agree (“JV Share Price”):-

(a) The Purchaser having sought creditor’ s protection under Chapter 7 or Chapter 11 of the United States’ insolvency or
bankruptcy laws and regulations; or

(b) The departure, retirement or termination of employment of Tony Tong, Richard Hui and Chuck Mueller of the
Purchaser. For the avoidance of doubt, so long as any one of the aforesaid persons are still an employee, independent
contractor or consultant of the Purchaser then this provision shall not apply.
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7.6

7.7

8.1

8.2

7.5.2 If any of the Sale Events occur within 24 month from the Completion Date, then the Vendor shall within 30 calendar days of
any of the Sale Events occurring serve such written notice on the Purchaser exercising its rights to purchase all the Sale Share
at the JV Share Price. Completion of the sale and purchase of the Sale Shares pursuant to this Clause shall occur within 45
calendar days from receipt of written notice by the Purchaser and upon such completion date, the Vendor shall deliver all of
the relevant consideration to the Purchaser in cash in exchange for the relevant share certificates and other necessary transfer
documents for the Sale Shares. If no written notice is served by the Vendor on the Purchaser in accordance with this
Agreement, then the Purchaser shall have the right to dispose of all or any of the Sale Shares as it shall deem appropriate
without offering the same to the Vendor.

Assignment of Reselling and Development Rights of EMS and ETS

The Purchaser hereby undertakes that it shall use reasonable efforts to procure that such research and development rights (as agreed
upon by the Purchaser) of certain Energy Management System (“EMS”") and Energy Trading System (“ETS”) solutions and
applications are assigned by the Purchaser to the Vendor as soon as possible after the Completion Date. In the event that the
Purchaser is unable to procure the assignment of such EMS and ETS to the Vendor, then the Vendor shall have no rights or claims
against the Purchaser for failing to do so.

Appointment to Board of Joint Venture

The Vendor hereby agrees that it shall and shall procure that so long as the Purchaser is a beneficial owner of shares or has an
equitable interest in the Joint Venture, it shall procure that the Purchaser shall have a right to appoint a majority of directors to the
Joint Venture and in the event that the number of directors to the board of the Joint Venture is 5 that the Purchaser shall have the right
to nominate at least 3 directors.

CONFIDENTIALITY AND EXCLUSIVE NEGOTIATION

Confidentiality

The parties recognize that, in connection with the performance of this Agreement, a party (in such capacity, the “Disclosing Party”)
may disclose Confidential Information to another party (in such capacity the “Receiving Party”). The Receiving Party agrees (A) not
to use any such Confidential Information for any purpose other than in the performance of its obligations under this Agreement and
(B) not to disclose any such Confidential Information to any Person whatsoever, except (1) to its employees who are reasonably
required to have the Confidential Information in connection herewith; provided, however, that the Receiving Party shall remain liable
for any breach by its employees of any provision of this Clause 8.1, (2) to its agents, representatives, lawyers and other advisers that
have a need to know such Confidential Information, subject to the written obligation of any such agent, representative, lawyer or
other advisor to whom Confidential Information is disclosed in accordance with this Clause 8.1 to maintain the confidentiality
thereof, and (3) pursuant to, and to the extent of, a request or order by a governmental authority. The Receiving Party agrees to take
all reasonable measures to protect the secrecy and confidentiality of, and avoid disclosure or unauthorized use of, the Disclosing
Party’ s Confidential Information. Each party acknowledges and agrees that (i) any violation of these provisions could cause
irreparable injury to the Disclosing Party for which money damages would be inadequate to compensate for such breach, and (ii) as a
result, the Disclosing Party may, in addition to other remedies, seek to immediately obtain and enforce injunctive relief prohibiting
the breach or threatened breach of the provisions of this Clause 8.1 without the necessity of proving actual damages or compelling
specific performance.

Exclusive Negotiation

(a) The Vendor hereby agrees and undertakes that it will not after the date of this Agreement enter into any negotiations to form
any agreement, understanding or joint venture with any third party relating to e-commerce services of a similar nature to those
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9.1

10.

11.

11.1

11.2

12.

12.1

13.

services contemplated in this Agreement and to be carried on by the Joint Venture without the express written consent of the
Purchaser. This Clause shall survive Completion or termination of this Agreement.

(b) The Purchaser hereby undertakes and agrees that it will not after the date of this Agreement enter into any negotiations or
agreements to merge with or acquire any other entity with similar business as the Joint Venture or enter into any negotiations
or agreements to merge with or acquire any other entity whereby the Purchaser shall issue (in aggregate) more than 5% of its
entire issued share capital on a fully diluted basis (after issue of such shares to such entity) subsequent to the date of this
Agreement without the express written consent of the Vendor. The Purchaser further undertakes and agrees that it shall not to
grant any warrants or options without written consent of the Vendor.

(c) It is further agreed and the Vendor hereby represents and undertakes that in the event any of the Net Income and Net Revenue
targets are not satisfied in any of the First Year, Second Year or Third Year (as set out in Clause 7.1.1) or the Escrow Agent
has not released all of the Consideration Shares to the Vendor, the Purchaser shall be released from its undertakings,
obligations and the terms and conditions outlined in 8.2 (b) above.

OUTSOURCING

The Vendor hereby agrees that it shall use its best endeavors to ensure that all goods, services and technology requirements of the
Vendor Group, including procurement for electrical devices and information technology services shall first be outsourced and/or
contracted from the Joint Venture and its Subsidiaries upon such terms and conditions agreeable to the Purchaser prior to acquiring,
licensing or contracting for the same from a relevant third party.

RELEASE

Both parties agree that neither of them shall be released from its obligations hereunder by the granting by the other party of any time
or other indulgence, or by the taking by the other party of any other security in respect of the obligations or liabilities of such party to
this Agreement or by the termination or variation of any of the provisions of this Agreement or of any such other security or the
release of any other security.

FURTHER ASSURANCE AND INFORMATION

Upon and after Completion each party shall do and execute or procure to be done and executed all other necessary acts, deeds,
documents and things within their power to give effect to this Agreement.

Both parties shall mutually provide or procure to be provided all information that from time to time may be reasonably requested or
required (both before and after the Completion Date) from time to time relating to the business and affairs of the Joint Venture, the
Injected Business, the Vendor Group, the Company and each of it Subsidiaries, and the Purchaser.

COSTS

Each party to this Agreement shall pay its own legal costs and expenses and other incidental costs and disbursements in relation to the
negotiations leading up to the purchase of the Sale Shares, the establishment of the Joint Venture and all other matters and
transactions contemplated under this Agreement and to the preparation, execution and carrying into effect of this Agreement.

ANNOUNCEMENTS
No party hereto shall except as required by law or the rules and regulations in the United States or NASDAQ stock exchange or

relevant authority in the United States make any announcement or communication to the press in connection with the transaction
hereby contemplated or effected without the written approval of the other party. Notwithstanding anything contained in this
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Agreement, the Purchaser shall be permitted to make such announcements and disclosure in respect of this Agreement and the matters
contemplated herein to its shareholders and the relevant government and regulatory authority in the United States.

RETURN OF DOCUMENTS

If this Agreement ceases to have effect both parties shall release and return to the other party all documents concerning the other party
and provided to such party or its advisors in connection with this Agreement.

COMPLETE AGREEMENT

This Agreement represents the entire and complete agreement between the parties in relation to the subject matter hereof and
supersedes any previous agreement whether written or oral in relation thereto. No variations to this Agreement shall be effective
unless made or confirmed in writing and signed by all the parties hereto.

ASSIGNMENT

This Agreement shall be binding upon and inure for the benefit of each party's successors and assigns [and personal representatives]
(as the case may be) but, except as expressly provided herein, none of the rights of the parties under this Agreement shall be assigned
or transferred without the agreement in writing of the other party.

SEVERABILITY

In the event that any provision of this Agreement is held to be unenforceable, illegal or invalid by any court of competent jurisdiction,
the validity, legality or enforceability of the remaining provisions shall not be affected nor shall any subsequent application of such
provisions be affected. In lieu of any such invalid, illegal or unenforceable provision, the parties hereto intend that there shall be
added as part of this Agreement a provision as similar in terms to such invalid, illegal or unenforceable provision as may be possible
and be valid, legal and enforceable.

COUNTERPARTS

This Agreement may be executed in counterparts with the same force and effect as if executed on a single document and all such
counterparts shall constitute one and the same instrument.

REMAINING IN FORCE

The provisions of this Agreement insofar as the same shall not have been performed at Completion shall remain in full force and
effect notwithstanding Completion.

TIME OF THE ESSENCE

Time shall be of the essence of this Agreement, both as regards the dates and periods specifically mentioned and as to any dates and
periods which may be substituted by Agreement in writing between or on behalf of the Vendor and the Purchaser.

NO WAIVER

No failure or delay by a party to this Agreement in exercising any right, power or remedy under this Agreement shall operate as a
waiver thereof, nor shall any single or partial exercise of the same preclude any further exercise thereof or the exercise of any other
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22.2

22.3

22.4
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right, power or remedy. Without limiting the foregoing, no waiver by a party to this Agreement of any breach by the other party of
any provisions of this Agreement shall be deemed to be a waiver of any subsequent breach of that or any other provision hereof.

NOTICES
Any notice required to be given under this Agreement shall be sufficiently given if delivered in person, forwarded by registered post

or sent by overnight international couriers or facsimile transmission to the relevant party at its address, or fax number set out below
(or such other address as the addressee has by five days prior written notice specified to the other parties):

To the Vendor: Holley Group Share Holding Co., Ltd.
No. 493 Moganshan Rd., Hangzhou 31005 China

Fax Number: 86-571-88081888
Attention: Wang Li Cheng
To the Purchaser: PacificNet.com, Inc.

29th Floor, 3 Lockhart Road, Wanchai, Hong Kong

Fax Number: 852-27930689
Attention: Tony Tong

Any notice (i) sent by pre- paid registered post shall be deemed to have been served [48] hours after the time at which it was posted
and in proving such service it shall be sufficient to prove that the notice was properly addressed and posted by prepaid registered
letter post; and sent by facsimile transmission shall be deemed to have been served on the receipt of a completed transmission
without error and answer- back advice; and (iii) sent by overnight international courier shall be deemed to have been served [48]
hours after the time at which it was delivered to such courier and in proving such service it shall be sufficient to prove that the notice
was properly addressed and delivered to the courier; and (iv) if delivered in person shall be deemed to have been served at the time
of delivery at the address of the relevant party.

The Vendor will appoint an agent, within 5 business days following signature by the parties of this Agreement, to receive and
acknowledge on its behalf service of any writ, summons, order, judgment or other notice of legal process in Hong Kong. If for any
reason the agent named above (or its successor) no longer serves as agent of the Vendor for this purpose, the Vendor shall promptly
appoint a successor agent and notify the other parties hereto. The Vendor agrees that any such legal process shall be sufficiently
served on it if delivered to such agent for service at its address for the time being in Hong Kong whether or not such agent gives
notice thereof to the Vendor.

The Purchaser hereby appoints the Purchaser’ s Solicitors as its agent to receive and acknowledge on its behalf service of any writ,
summons, order, judgment or other notice of legal process in Hong Kong. If for any reason the agent named above (or its successor)
no longer serves as agent of the Purchaser for this purpose, the Purchaser shall promptly appoint a successor agent and notify the
other parties hereto. The Purchaser agrees that any such legal process shall be sufficiently served on it if delivered to such agent for
service at its address for the time being in Hong Kong whether or not such agent gives notice thereof to the Purchaser.

GOVERNING LAW AND ARBITRATION
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23.1 For any disputes arising between the Purchaser and the Vendor regarding the establishment and the operation of the Joint Venture,
the PRC Laws will be the governing law.

For any disputes arising from the allotment of the consideration shares, or the appointment of directors to the Purchaser’ s Board,
USA Delaware laws will be the governing laws.

23.2  Any dispute arising from or in connection with this Agreement shall be submitted to China International Economic and Trade
Arbitration Commission for arbitration which shall be conducted in accordance with the Commission’ s arbitration rules in effect at
the time of applying for arbitration. This arbitral award is final and binding upon both parties

24. CONFLICT OF LANGUAGE

This Agreement has been written in the English language and the Chinese language. The parties hereby agree that in the event of a
conflict between the English language and the Chinese language of the Agreement, the English language and version shall prevail.

AS WITNESS the parties hereto have caused this agreement to be executed the day and year first above written.

EXECUTION PAGE
SIGNED BY ) /s/ TONY TONG
Chairman and CEO
)
for and on behalf of ) PACIFICNET.COM, INC
)
)
in the presence of : )
SIGNED BY ) /s/ LICHENG WANG
) Chairman
for and on behalf of )
) HOLLEY GROUP SHARE HOLDING CO., LTD.
)
in the presence of : )
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