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The addressees set forth in the Appendix to this letter 

Dear Sir or Madam 

EDA Group Holdings Limited (the Company) 

We have acted as legal counsel to the Company to provide you with a summary of certain aspects of the 
company laws of the Cayman Islands in connection with the proposed listing of the shares of the Company 
on the Main Board of The Stock Exchange of Hong Kong Limited. 

The Company is incorporated in the Cayman Islands subject to the Companies Act (Revised) of the Cayman 
Islands (the Companies Act) and, therefore, operates subject to laws of the Cayman Islands. Set out below is 
a summary of certain provisions of company laws of the Cayman Islands, although this does not purport to 
contain all applicable qualifications and exceptions or to be a complete review of all matters of the company 
laws of the Cayman Islands, which may differ from equivalent provisions in jurisdictions with which interested 
parties may be more familiar: 

(a) Company operations 

An exempted company such as the Company must conduct its operations mainly outside the Cayman 
Islands. An exempted company is also required to file an annual return each year with the Registrar 
of Companies of the Cayman Islands and pay a fee which is based on the amount of its authorised 
share capital. 



 

    
 

(b) Share capital 

Under the Companies Act, a Cayman Islands company may issue ordinary, preference or redeemable 
shares or any combination thereof. Where a company issues shares at a premium, whether for cash 
or otherwise, a sum equal to the aggregate amount or value of the premium on those shares shall 
be transferred to an account, to be called the share premium account. At the option of a company, 
these provisions may not apply to premium on shares of that company allotted pursuant to any 
arrangements in consideration of the acquisition or cancellation of shares in any other company and 
issued at a premium. The share premium account may be applied by the company subject to the 
provisions, if any, of its memorandum and articles of association, in such manner as the company 
may from time to time determine including, but without limitation, the following: 

(i) paying distributions or dividends to members;  

(ii) paying up unissued shares of the company to be issued to members as fully paid bonus 
shares;  

(iii) any manner provided in section 37 of the Companies Act;  

(iv) writing-off the preliminary expenses of the company; and  

(v) writing-off the expenses of, or the commission paid or discount allowed on, any issue of 
shares or debentures of the company.  

Notwithstanding the foregoing, no distribution or dividend may be paid to members out of the share 
premium account unless, immediately following the date on which the distribution or dividend is 
proposed to be paid, the company will be able to pay its debts as they fall due in the ordinary course 
of business. Subject to confirmation by the court, a company limited by shares or a company limited 
by guarantee and having a share capital may, if authorised to do so by its articles of association, by 
special resolution reduce its share capital in any way. 

(c) Financial assistance to purchase shares of a company or its holding company 

There are no statutory prohibitions in the Cayman Islands on the granting of financial assistance by 
a company to another person for the purchase of, or subscription for, its own, its holding company’s 
or a subsidiary’s shares. Therefore, a company may provide financial assistance provided the 
directors of the company, when proposing to grant such financial assistance, discharge their duties 
of care and act in good faith, for a proper purpose and in the interests of the company. Such 
assistance should be on an arm’s-length basis. 

(d) Purchase of shares and warrants by a company and its subsidiaries 

A company limited by shares or a company limited by guarantee and having a share capital may, if 
so authorised by its articles of association, issue shares which are to be redeemed or are liable to be 
redeemed at the option of the company or a member and, for the avoidance of doubt, it shall be 
lawful for the rights attaching to any shares to be varied, subject to the provisions of the company’s 
articles of association, so as to provide that such shares are to be or are liable to be so redeemed. In 
addition, such a company may, if authorised to do so by its articles of association, purchase its own 
shares, including any redeemable shares; an ordinary resolution of the company approving the 
manner and terms of the purchase will be required if the articles of association do not authorise the 
manner and terms of such purchase. A company may not redeem or purchase its shares unless they 
are fully paid. Furthermore, a company may not redeem or purchase any of its shares if, as a result 
of the redemption or purchase, there would no longer be any issued shares of the company other 
than shares held as treasury shares. In addition, a payment out of capital by a company for the 
redemption or purchase of its own shares is not lawful unless, immediately following the date on 



 

    
 

which the payment is proposed to be made, the company shall be able to pay its debts as they fall 
due in the ordinary course of business.  

Shares that have been purchased or redeemed by a company or surrendered to the company shall 
not be treated as cancelled but shall be classified as treasury shares if held in compliance with the 
requirements of section 37A(1) of the Companies Act. Any such shares shall continue to be classified 
as treasury shares until such shares are either cancelled or transferred pursuant to the Companies 
Act.  

A Cayman Islands company may be able to purchase its own warrants subject to and in accordance 
with the terms and conditions of the relevant warrant instrument or certificate. Thus there is no 
requirement under the Cayman Islands laws that a company’s memorandum or articles of association 
contain a specific provision enabling such purchases. The directors of a company may under the 
general power contained in its memorandum of association be able to buy, sell and deal in personal 
property of all kinds. A subsidiary may hold shares in its holding company and, in certain 
circumstances, may acquire such shares. 

(e) Dividends and distributions 

Subject to a solvency test, as prescribed in the Companies Act, and the provisions, if any, of the 
company’s memorandum and articles of association, a company may pay dividends and distributions 
out of its share premium account. In addition, based upon English case law which is likely to be 
persuasive in the Cayman Islands, dividends may be paid out of profits. 

For so long as a company holds treasury shares, no dividend may be declared or paid, and no other 
distribution (whether in cash or otherwise) of the company’s assets (including any distribution of 
assets to members on a winding up) may be made, in respect of a treasury share. 

(f) Protection of minorities and shareholders’ suits 

It can be expected that the Cayman Islands courts will ordinarily follow English case law precedents 
(particularly the rule in the case of Foss vs. Harbottle and the exceptions to that rule) which permit a 
minority member to commence a representative action against or derivative actions in the name of 
the company to challenge acts which are ultra vires, illegal, fraudulent (and performed by those in 
control of the Company) against the minority, or represent an irregularity in the passing of a 
resolution which requires a qualified (or special) majority which has not been obtained. 

Where a company (not being a bank) is one which has a share capital divided into shares, the court 
may, on the application of members holding not less than one-fifth of the shares of the company in 
issue, appoint an inspector to examine the affairs of the company and, at the direction of the court, 
to report on such affairs. In addition, any member of a company may petition the court, which may 
make a winding up order if the court is of the opinion that it is just and equitable that the company 
should be wound up. 

In general, claims against a company by its members must be based on the general laws of contract 
or tort applicable in the Cayman Islands or be based on potential violation of their individual rights 
as members as established by a company’s memorandum and articles of association.  

(g) Disposal of assets 

There are no specific restrictions on the power of directors to dispose of assets of a company, 
however, the directors are expected to exercise certain duties of care, diligence and skill to the 
standard that a reasonably prudent person would exercise in comparable circumstances, in addition 
to fiduciary duties to act in good faith, for proper purpose and in the best interests of the company 
under English common law (which the Cayman Islands courts will ordinarily follow). 



 

    
 

(h) Accounting and auditing requirements 

A company must cause proper records of accounts to be kept with respect to: (i) all sums of money 
received and expended by it; (ii) all sales and purchases of goods by it; and (iii) its assets and liabilities.  

Proper books of account shall not be deemed to be kept if there are not kept such books as are 
necessary to give a true and fair view of the state of the company’s affairs and to explain its 
transactions. 

If a company keeps its books of account at any place other than at its registered office or any other 
place within the Cayman Islands, it shall, upon service of an order or notice by the Tax Information 
Authority pursuant to the Tax Information Authority Act (2021 Revision) of the Cayman Islands, make 
available, in electronic form or any other medium, at its registered office copies of its books of 
account, or any part or parts thereof, as are specified in such order or notice. 

(i) Exchange control 

There are no exchange control regulations or currency restrictions in effect in the Cayman Islands. 

(j) Taxation 

The Cayman Islands currently levy no taxes on individuals or corporations based upon profits, income, 
gains or appreciations and there is no taxation in the nature of inheritance tax or estate duty. There 
are no other taxes likely to be material to the Company levied by the Government of the Cayman 
Islands save for certain stamp duties which may be applicable, from time to time, on certain 
instruments. 

(k) Stamp duty on transfers 

No stamp duty is payable in the Cayman Islands on transfers of shares of Cayman Islands companies 
save for those which hold interests in land in the Cayman Islands. 

(l) Loans to directors  

There is no express provision prohibiting the making of loans by a company to any of its directors. 
However, the company’s articles of association may provide for the prohibition of such loans under 
specific circumstances. 

(m) Inspection of corporate records 

The members of a company have no general right to inspect or obtain copies of the register of 
members or corporate records of the company. They will, however, have such rights as may be set 
out in the company’s articles of association. 

(n) Register of members 

A Cayman Islands exempted company may maintain its principal register of members and any branch 
registers in any country or territory, whether within or outside the Cayman Islands, as the company 
may determine from time to time. There is no requirement for an exempted company to make any 
returns of members to the Registrar of Companies in the Cayman Islands. The names and addresses 
of the members are, accordingly, not a matter of public record and are not available for public 
inspection. However, an exempted company shall make available at its registered office, in electronic 
form or any other medium, such register of members, including any branch register of member, as 
may be required of it upon service of an order or notice by the Tax Information Authority pursuant 
to the Tax Information Authority Act (2021 Revision) of the Cayman Islands.  



 

    
 

(o) Register of directors and officers 

Pursuant to the Companies Act, the Company is required to maintain at its registered office a register 
of directors, alternate directors and officers. The Registrar of Companies shall make available the list 
of the names of the current directors of the Company (and, where applicable, the current alternate 
directors of the Company) for inspection by any person upon payment of a fee by such person. A 
copy of the register of directors and officers must be filed with the Registrar of Companies in the 
Cayman Islands, and any change must be notified to the Registrar of Companies within 30 days of 
any change in such directors or officers, including a change of the name of such directors or officers. 

(p) Winding up 

A Cayman Islands company may be wound up by: (i) an order of the court; (ii) voluntarily by its 
members; or (iii) under the supervision of the court.  

The court has authority to order winding up in a number of specified circumstances including where, 
in the opinion of the court, it is just and equitable that such company be so wound up.  

A voluntary winding up of a company (other than a limited duration company, for which specific rules 
apply) occurs where the company resolves by special resolution that it be wound up voluntarily or 
where the company in general meeting resolves that it be wound up voluntarily because it is unable 
to pay its debt as they fall due. In the case of a voluntary winding up, the company is obliged to cease 
to carry on its business from the commencement of its winding up except so far as it may be 
beneficial for its winding up. Upon appointment of a voluntary liquidator, all the powers of the 
directors cease, except so far as the company in general meeting or the liquidator sanctions their 
continuance.  

In the case of a members’ voluntary winding up of a company, one or more liquidators are appointed 
for the purpose of winding up the affairs of the company and distributing its assets.  

As soon as the affairs of a company are fully wound up, the liquidator must make a report and an 
account of the winding up, showing how the winding up has been conducted and the property of the 
company disposed of, and call a general meeting of the company for the purposes of laying before it 
the account and giving an explanation of that account.  

When a resolution has been passed by a company to wind up voluntarily, the liquidator or any 
contributory or creditor may apply to the court for an order for the continuation of the winding up 
under the supervision of the court, on the grounds that: (i) the company is or is likely to become 
insolvent; or (ii) the supervision of the court will facilitate a more effective, economic or expeditious 
liquidation of the company in the interests of the contributories and creditors. A supervision order 
takes effect for all purposes as if it was an order that the company be wound up by the court except 
that a commenced voluntary winding up and the prior actions of the voluntary liquidator shall be 
valid and binding upon the company and its official liquidator.  

For the purpose of conducting the proceedings in winding up a company and assisting the court, one 
or more persons may be appointed to be called an official liquidator(s).The court may appoint to 
such office such person or persons, either provisionally or otherwise, as it thinks fit, and if more than 
one person is appointed to such office, the court shall declare whether any act required or authorised 
to be done by the official liquidator is to be done by all or any one or more of such persons. The court 
may also determine whether any and what security is to be given by an official liquidator on his 
appointment; if no official liquidator is appointed, or during any vacancy in such office, all the 
property of the company shall be in the custody of the court. 



 

    
 

(q) Mergers and consolidations 

The Companies Act permits mergers and consolidations between Cayman Islands companies and 
between Cayman Islands companies and non-Cayman Islands companies. For these purposes, (a) 
“merger” means the merging of two or more constituent companies and the vesting of their 
undertaking, property and liabilities in one of such companies as the surviving company, and (b) 
“consolidation” means the combination of two or more constituent companies into a consolidated 
company and the vesting of the undertaking, property and liabilities of such companies to the 
consolidated company. In order to effect such a merger or consolidation, the directors of each 
constituent company must approve a written plan of merger or consolidation, which must then be 
authorised by (a) a special resolution of each constituent company and (b) such other authorisation, 
if any, as may be specified in such constituent company’s articles of association. The written plan of 
merger or consolidation must be filed with the Registrar of Companies of the Cayman Islands 
together with a declaration as to the solvency of the consolidated or surviving company, a list of the 
assets and liabilities of each constituent company and an undertaking that a copy of the certificate 
of merger or consolidation will be given to the members and creditors of each constituent company 
and that notification of the merger or consolidation will be published in the Cayman Islands Gazette. 
Dissenting members have the right to be paid the fair value of their shares (which, if not agreed 
between the parties, will be determined by the Cayman Islands court) if they follow the required 
procedures, subject to certain exceptions. Court approval is not required for a merger or 
consolidation which is effected in compliance with these statutory procedures. 

(r) Mergers and consolidations involving a foreign company 

Where the merger or consolidation involves a foreign company, the procedure is similar, save that 
with respect to the foreign company, the directors of the Cayman Islands exempted company are 
required to make a declaration to the effect that, having made due enquiry, they are of the opinion 
that the requirements set out below have been met: (i) that the merger or consolidation is permitted 
or not prohibited by the constitutional documents of the foreign company and by the laws of the 
jurisdiction in which the foreign company is incorporated, and that those laws and any requirements 
of those constitutional documents have been or will be complied with; (ii) that no petition or other 
similar proceeding has been filed and remains outstanding or order made or resolution adopted to 
wind up or liquidate the foreign company in any jurisdictions; (iii) that no receiver, trustee, 
administrator or other similar person has been appointed in any jurisdiction and is acting in respect 
of the foreign company, its affairs or its property or any part thereof; (iv) that no scheme, order, 
compromise or other similar arrangement has been entered into or made in any jurisdiction whereby 
the rights of creditors of the foreign company are and continue to be suspended or restricted. 

Where the surviving company is the Cayman Islands exempted company, the directors of the Cayman 
Islands exempted company are further required to make a declaration to the effect that, having 
made due enquiry, they are of the opinion that the requirements set out below have been met: (i) 
that the foreign company is able to pay its debts as they fall due and that the merger or consolidated 
is bona fide and not intended to defraud unsecured creditors of the foreign company; (ii) that in 
respect of the transfer of any security interest granted by the foreign company to the surviving or 
consolidated company (a) consent or approval to the transfer has been obtained, released or waived; 
(b) the transfer is permitted by and has been approved in accordance with the constitutional 
documents of the foreign company; and (c) the laws of the jurisdiction of the foreign company with 
respect to the transfer have been or will be complied with; (iii) that the foreign company will, upon 
the merger or consolidation becoming effective, cease to be incorporated, registered or exist under 
the laws of the relevant foreign jurisdiction; and (iv) that there is no other reason why it would be 
against the public interest to permit the merger or consolidation. 



 

    
 

(s) Reconstructions and amalgamations 

Reconstructions and amalgamations may be approved by (i) 75% in value of the members or class of 
members or (ii) a majority in number representing 75% in value of the creditors or class of creditors, 
in each case depending on the circumstances, as are present at a meeting called for such purpose 
and thereafter sanctioned by the Grand Court of the Cayman Islands. Whilst a dissenting member 
has the right to express to the court his view that the transaction for which approval is being sought 
would not provide the members with a fair value for their shares, it can be expected that the court 
would approve the transaction if it is satisfied that (i) the company is not proposing to act illegally or 
beyond the scope of our corporate authority and the statutory provisions as to majority vote have 
been complied with, (ii) the members have been fairly represented at the meeting in question, (iii) 
the transaction is such as a businessman would reasonable approve and (iv) the transaction is not 
one that would more properly be sanctioned under some other provisions of the Companies Act or 
that would amount to a “fraud on the minority”. 

If the transaction is approved, no dissenting member would have any rights comparable to the 
appraisal rights (namely the right to receive payment in cash for the judicially determined value of 
his shares), which may be available to dissenting members of corporations in other jurisdictions. 

(t) Takeovers 

Where an offer is made by a company for the shares of another company and, within four months of 
the offer, the holders of not less than 90% of the shares which are the subject of the offer accept, 
the offeror may, at any time within two months after the expiration of that four-month period, by 
notice require the dissenting members to transfer their shares on the terms of the offer. A dissenting 
member may apply to the Cayman Islands courts within one month of the notice objecting to the 
transfer. The burden is on the dissenting member to show that the court should exercise its discretion, 
which it will be unlikely to do unless there is evidence of fraud or bad faith or collusion as between 
the offeror and the holders of the shares who have accepted the offer as a means of unfairly forcing 
out minority members. 

(u) Indemnification 

The Cayman Islands laws do not limit the extent to which a company’s articles of association may 
provide for indemnification of officers and directors, save to the extent any such provision may be 
held by the court to be contrary to public policy, for example, where a provision purports to provide 
indemnification against the consequences of committing a crime. 

(v) Economic substance 

The Cayman Islands enacted the International Tax Co-operation (Economic Substance) Act (2024 
Revision) together with the Guidance Notes published by the Cayman Islands Tax Information 
Authority from time to time. The Company is required to comply with the economic substance 
requirements from 1 July 2019 and make an annual report in the Cayman Islands as to whether or 
not it is carrying on any relevant activities and if it is, it must satisfy an economic substance test. 

[The remainder of this page is intentionally left blank] 



 

    
 

Yours faithfully 

 
Harney Westwood & Riegels 

 

  



 

    
 

Appendix 
 

ABCI Capital Limited (ABCI Capital)  
11/F, Agricultural Bank of China Tower 
50 Connaught Road Central 
Hong Kong 
 
ABCI Securities Company Limited (ABCI Securities) 
10/F, Agricultural Bank of China Tower 
50 Connaught Road Central 
Hong Kong 
 
BOCI Asia Limited (BOCI) 
26/F, Bank of China Tower 
1 Garden Road 
Central 
Hong Kong 
 
CEB International Capital Corporation Limited (CEBI) 
35/F, Everbright Centre 
108 Gloucester Road 
Wan Chai 
Hong Kong 
 
China Galaxy International Securities (Hong Kong) Co., Limited (China Galaxy) 
20/F Wing On Centre 
111 Connaught Road 
Central 
Hong Kong 
 
Quam Securities Limited (Quam) 
5/F and 24/F (Rooms 2401 and 2412) 
Wing On Centre 
111 Connaught Road Central 
Hong Kong 
 
Eddid Securities and Futures Limited (Eddid) 
21/F, Citic Tower 
1 Tim Mei Avenue 
Central 
Hong Kong  
 
Futu Securities International (Hong Kong) Limited (Futu) 
34/F, United Centre 
No. 95 Queensway 
Admiralty 
Hong Kong 
 
Tiger Brokers (HK) Global Limited (Tiger) 
1/F, No. 308 Des Voeux Road Central 
Sheung Wan 
Hong Kong 
  



 

    
 

Patrons Securities Limited (Patrons) 
Unit 3214, 32/F 
Cosco Tower 
183 Queen’s Road Central 
Sheung Wan 
Hong Kong 
 
Ruibang Securities Limited (Ruibang) 
9/F, Sang Woo Building 
227−228 Gloucester Road 
Wan Chai 
Hong Kong 
 
(CMB International Capital Limited, ABCI Capital, ABCI Securities, BOCI, CEBI, China Galaxy and Quam are 
collectively known as the Joint Bookrunners; CMB International Capital Limited, ABCI Capital, ABCI Securities, 
BOCI, CEBI, China Galaxy, Quam, Eddid, Futu, Tiger, Patrons and Ruibang are collectively known as the Joint 
Lead Managers and the Capital Market Intermediaries) 




