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Chardan North China Acquisition Corporation
625 Broadway, Suite 1111
San Diego, CA 92101

To the Stockholders of Chardan North China Acquisition Corporation:

You are cordially invited to attend a special meeting of the stockholders of Chardan North China Acquisition
Corporation (“Chardan”), relating to its proposed purchase of all of the issued and outstanding stock of Gifted Time
Holdings, Limited (“Gifted Time Holdings”), a British Virgin Islands company that owns a controlling interest in
operating companies in the People’s Republic of China, known collectively as “HollySys,” and related matters. The
meeting will be held at 10:00 a.m., Pacific time, on September 7, 2007, at Chardan’s offices at 625 Broadway, Suite
1111, San Diego, California, 92101.

At this meeting, you will be asked to consider and vote upon the following proposals:

1. to approve a stock purchase agreement, dated as of February 2, 2006, as amended, between Chardan and Advance
Pacific Holdings Limited, the holder of all the outstanding common stock of Gifted Time Holdings, (“Advance Pacific”)
and the transactions contemplated thereby. Advance Pacific has already approved the stock purchase agreement;

2. to approve the merger of Chardan with and into a wholly owned subsidiary formed under the laws of the British
Virgin Islands, with the name HLS Systems International Ltd. (“HLS”) for the purposes of redomestication of our
company to the British Virgin Islands as part of the acquisition of Gifted Time Holdings; and

3. to approve the Chardan 2006 Equity Plan.

If these proposals are approved:

we will acquire an operating business in China;

we will change our corporate domicile from the State of Delaware to the British Virgin Islands, which
means we will be governed by the laws of the British Virgin Islands;

we will change our corporate name to “HLS Systems International Ltd.” as a result of the
redomestication merger;

the majority of our board of directors and officers following the closing of the stock purchase will
initially be persons who were designated by Advance Pacific;

the HLS Memorandum of Association and the Articles of Association will become the equivalent of
our certificate of incorporation and by-laws, respectively;

each share of common stock of Chardan will automatically convert into one share of common stock
of HLS; and



Edgar Filing: Chardan North China Acquisition Corp - Form 424B4

each outstanding warrant of Chardan will be assumed by HLS with the same terms, but exercisable
for common stock of HLS.

HLS will continue as a reporting company under the Securities Exchange Act of 1934, as amended, and has applied to
have its units, common stock and warrants traded on the Nasdaq Global Market concurrent with the consummation of
the redomestication merger. HL.S will be a foreign private issuer after the redomestication merger, which will exempt
HLS from certain requirements of the Securities and Exchange Commission, such that HLS stockholders will not be
afforded the same protections or information generally available to investors holding shares in public companies
organized in the United States.

We will not consummate the transactions described under proposal 1 unless the redomestication merger in proposal 2
is also approved. Similarly, the redomestication merger will not take place if the stock purchase agreement is not
approved. The approval of the stock option plan in proposal 3 is not a condition to consummation for the stock
purchase agreement and the redomestication merger.

Pursuant to the stock purchase agreement, Advance Pacific will be paid an aggregate of $30,000,000 in cash and will
receive an aggregate of 22,200,000 shares of HLS common stock as payment for all the outstanding common stock of
Gifted Time Holdings. HLS will also offer to exchange 1,300,000 shares of its common stock for all of the
outstanding preferred stock of Gifted Time Holdings. A variable portion of the cash payment (ranging from
$3,000,000 up to $7,000,000), will be deferred until Gifted Time Holdings generates a net positive cash flow from the
operations of HollySys or HLS receives additional financing as a result of exercise of warrants, the successful
completion of a secondary offering or the private investment into HLS by a strategic investor. The amount of the cash
consideration that is deferred will depend on the number of shares that are redeemed by shareholders who vote against
approval of the stock purchase agreement.
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The initial cash payment will be made with the funds from the trust account with the balance of the trust account to be
used by HLS for operating capital.

As additional consideration, Advance Pacific will be issued up to an aggregate of 11,000,000 shares of common stock
of HLS (2,000,000 per year for the first four years and 3,000,000 for the last year, with each year on an all-or-none
basis) for each of the five fiscal years beginning with fiscal year 2007 if, on a consolidated basis, HLS generates
after-tax profits (excluding after-tax operating profits from any subsequent acquisitions of securities that have a
dilutive effect) of at least the following amounts:

Year ending December 31, After-Tax Profit
2007 $23,000,000
2008 $32,000,000
2009 $43,000,000
2010 $61,000,000
2011 $71,000,000

HLS currently operates on a June 30 fiscal year, but it will convert to the December 31 fiscal year used by Chardan
and HLS following the business combination.

The affirmative vote of the holders of a majority of the outstanding shares of Chardan common stock is required to
approve each of the stock purchase agreement and the redomestication merger. The approval of the stock purchase
agreement is subject to an additional condition, that 20% or more of the shares issued in Chardan’s initial public
offering (the “Public Shares™) do not both vote against the approval of the stock purchase agreement and are not
redeemed for their pro rata share of the trust fund, as described in the next paragraph. The affirmative vote of holders
of a majority of the shares represented and entitled to vote at the meeting is required for approval of the stock option
plan.

Each Chardan stockholder who holds shares of common stock issued in Chardan’s initial public offering has the right
to vote against the stock purchase proposal, and any who vote against it may also demand that Chardan redeem such
stockholder’s shares for cash equal to a pro rata portion of the funds held in the trust account into which a substantial
portion of the net proceeds of Chardan’s initial public offering was deposited. These shares will be redeemed only if
the stock purchase agreement is consummated. However, if the holders of 1,150,000 or more shares of common stock
issued in Chardan’s initial public offering both vote against the stock purchase proposal and demand conversion of
their shares, then Chardan will not consummate the stock purchase agreement. Chardan’s initial stockholders, who
purchased their shares of common stock prior to its initial public offering and presently own an aggregate of
approximately 17.8% of the outstanding shares of Chardan common stock, have agreed to vote all of their shares on
the stock purchase agreement and redomestication merger proposals as the majority of the Public Shares are voted.
Chardan’s initial stockholders do not have the right to redeem their stock.

Immediately after consummation of the stock purchase agreement (and assuming that all shares of preferred stock of
Gifted Time Holdings are exchanged for shares of HLS), if no holder of Public Shares demands that Chardan convert
that holder’s shares into a pro rata portion of the trust account, Chardan stockholders will own approximately 23% of
HLS’s issued and outstanding shares of common stock. If one or more holders of the Public Shares vote against the
stock purchase proposal and demand that Chardan convert their shares into a pro rata portion of the trust account, then
Chardan’s stockholders will own less than approximately 23% of HLS’s issued and outstanding shares of common
stock. If HLS hits its after-tax profits for each of the fiscal years ending December 31, 2007 through 2011, an
additional 11,000,000 shares will be issued to Advance Pacific, which assuming there are no other issuances of stock
or exercise of outstanding warrants, would reduce the percentage of HLS held by Chardan's current stockholders to
approximately 18%.
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Chardan’s shares of common stock, warrants and units currently are listed on the Over-the-Counter Bulletin Board
under the symbols CNCA, CNCAW and CNCAU, respectively. HLS has applied for listing on the Nasdaq Global
Market effective on the consummation of the redomestication merger under the proposed symbols HLSS, HLSSW
and HLSSU. If the securities are not listed on Nasdagq, they will continue to trade on the OTCBB.

After careful consideration of the terms and conditions of the proposed stock purchase agreement, the redomestication
merger and the stock option plan, the board of directors of Chardan has determined that the stock purchase agreement
and the transactions contemplated thereby, the redomestication merger and the stock option plan are fair to and in the
best interests of Chardan and its stockholders. The board of directors of Chardan did not obtain a fairness opinion on
which to base this assessment. The board of directors of Chardan unanimously recommends that you vote or give
instruction to vote “FOR” the approval of the stock purchase agreement, the redomestication merger and the stock
option plan.
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Enclosed is a notice of special meeting and proxy statement containing detailed information concerning the stock
purchase agreement and the transactions contemplated thereby, the redomestication merger and the stock option plan.
Whether or not you plan to attend the special meeting, we urge you to read this material carefully.

Your vote is important. Whether you plan to attend the special meeting or not, please indicate your votes, sign,
date and return the enclosed proxy card as soon as possible in the envelope provided.

I look forward to seeing you at the meeting.

Sincerely,

Richard D. Propper, MD
Chairman of the Board
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Chardan North China Acquisition Corporation
625 Broadway, Suite 1111
San Diego, CA 92101

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON SEPTEMBER 7, 2007

TO ALL THE STOCKHOLDERS OF CHARDAN NORTH CHINA ACQUISITION CORPORATION

NOTICE IS HEREBY GIVEN that a special meeting of stockholders, including any adjournments or postponements
thereof, of Chardan North China Acquisition Corporation (“Chardan’), a Delaware corporation, will be held at 10:00
a.m. Pacific time, on September 7, 2007, at Chardan’s offices at 625 Broadway, Suite 1111, San Diego, California,
92101 for the following purposes:

To consider and vote upon a proposal to adopt the stock purchase agreement, dated as of February 2,
2006, as amended, among Chardan, and the holders of common stock of a holding company known
as Gifted Time Holdings Limited (“Gifted Time Holdings™), a British Virgin Islands company that
owns or controls operating companies in the People’s Republic of China collectively known as the
“HollySys”, and the transactions contemplated thereby;

To consider and vote upon the merger of Chardan into its wholly owned subsidiary HLS Systems
International Ltd. (“HLS”), formed under the laws of the British Virgin Islands, for the purposes of
reincorporation and redomestication of Chardan to the British Virgin Islands; and

To consider and vote upon a proposal to adopt the Chardan 2006 Equity Plan.

The board of directors has fixed the close of business on August 10, 2007 as the record date for which Chardan
stockholders are entitled to receive notice of, and to vote at, the Chardan special meeting and any adjournments
thereof. Only the holders of record of Chardan common stock on that date are entitled to have their votes counted at
the Chardan special meeting and any adjournments or postponements of that meeting.

Chardan will not transact any other business at the special meeting, except for business properly brought before the
special meeting (or any adjournment or postponement of the meeting) by Chardan’s board of directors.

Your vote is important. Please indicate your votes on, sign, date and return your proxy card as soon as possible to
make sure that your shares are represented at the special meeting. If you are a stockholder of record of Chardan
common stock, you may also cast your vote in person at the special meeting. If your shares are held in an account at a
brokerage firm or bank, you must instruct your broker or bank on how to vote your shares. If you do not vote or do not
instruct your broker or bank how to vote, it will have the same effect as voting against the stock purchase agreement
and the redomestication merger.

The board of directors of Chardan unanimously recommends that you vote “FOR” the approval of the stock
purchase agreement, the redomestication merger and the stock option plan.
By Order of the Board of Directors,

Richard D. Propper, MD
Chairman of the Board
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August 15, 2007
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[Alternate cover page for exchange offer to holders of preferred stock of Gifted Time Holdings.]

THE INFORMATION CONTAINED IN THIS PROSPECTUS MAY BE CHANGED. HLS MAY NOT SELL
THESE SECURITIES UNTIL THE REGISTRATION STATEMENT FILED WITH THE SECURITIES AND
EXCHANGE COMMISSION IS EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER TO SELL THESE
SECURITIES AND HLS IS NOT SOLICITING AN OFFER TO BUY THESE SECURITIES IN ANY STATE
WHERE THE OFFER OR SALE IS NOT PERMITTED.

Offer to Exchange
Each Outstanding Share of Preferred Stock
of
GIFTED TIME HOLDINGS LIMITED
for One Share of Common Stock of
HLS Systems International Ltd.

THE OFFER AND THE WITHDRAWAL RIGHTS WILL EXPIRE AT 12:00 MIDNIGHT, NEW YORK CITY
TIME, ON OCTOBER 7, 2007 UNLESS EXTENDED, REFERRED TO AS THE “EXPIRATION DATE.”
SECURITIES TENDERED PURSUANT TO THE OFFER MAY BE WITHDRAWN AT ANY TIME PRIOR TO
THE EXPIRATION DATE.

HLS Systems International Ltd., which is referred to in this prospectus and offer to exchange as HLS, is a
wholly-owned subsidiary of Chardan North China Acquisition Corporation, which is referred to in this prospectus and
offer to exchange as Chardan. HLS is offering to exchange one share of its common stock for each outstanding share
of preferred stock of Gifted Time Holdings Limited, which is referred to in this prospectus and offer to exchange as
Gifted Time Holdings. This offer to exchange is on the terms and subject to the conditions set forth in this prospectus
and the accompanying letter of transmittal.

The purpose of the offer is for HLS to acquire control of the remaining equity interests of Gifted Time Holdings. This
exchange offer is the final step in HLS’s plan to acquire all of the outstanding shares of Gifted Time Holdings. HLS
has already agreed to acquire all of the common stock of Gifted Time Holdings, which constitutes approximately
94.5% of the outstanding equity interests of Gifted Time Holdings.

HLS’s obligation to exchange shares of HLS common stock for Gifted Time Holdings preferred is subject to certain
conditions that are more fully described in the section captioned “The Exchange Offer—Conditions of the Offer.”

HLS has applied for listing on the Nasdaq Global Market effective on the consummation of its acquisition of the
common stock of Gifted Time Holdings and the concurrent redomestication merger by which Chardan will be merged
into HLS.

FOR A DISCUSSION OF CERTAIN FACTORS THAT YOU SHOULD CONSIDER IN CONNECTION
WITH THE OFFER, PLEASE CAREFULLY READ THE SECTION CAPTIONED “RISK FACTORS”
BEGINNING ON PAGE 37.

HLS has not authorized any person to provide any information or to make any representation in connection with the
offer other than the information contained or incorporated by reference in this prospectus, and if any person provides
any of this information or makes any representation of this kind, that information or representation must not be relied
upon as having been authorized by HLS.

HLS IS NOT ASKING HOLDERS OF GIFTED TIME HOLDINGS PREFERRED STOCK FOR A PROXY AND
YOU ARE REQUESTED NOT TO SEND HLS A PROXY FOR ANY ANNUAL OR SPECIAL MEETING OF
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Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus and offer to
exchange. Any representation to the contrary is a criminal offense.

The date of this prospectus and offer to exchange is August 15, 2007.
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PROXY STATEMENT FOR SPECIAL MEETING OF STOCKHOLDERS OF
CHARDAN NORTH CHINA ACQUISITION CORPORATION

PROSPECTUS FOR UP TO 6,000,000 UNITS, 20,550,000 SHARES OF COMMON STOCK, AND
12,000,000 WARRANTS OF HLS AND ONE REPRESENTATIVE UNIT PURCHASE OPTION

The board of directors of Chardan North China Acquisition Corporation (“Chardan”) and its wholly-owned subsidiary,
HLS Systems International Ltd. (“HLS”) have unanimously approved the acquisition of the shares of Gifted Time
Holdings Limited, a holding company (“Gifted Time Holdings”) that owns or controls operating companies (known as
“HollySys”) in the People’s Republic of China, pursuant to a stock purchase agreement whereby Chardan will purchase
all of the outstanding shares of common stock of Gifted Time Holdings held by the stockholders (the “Gifted Time
Stockholders™) and an exchange offer to acquire all of the shares of preferred stock of Gifted Time Holdings. The board
of directors of Chardan also has unanimously approved the simultaneous reincorporation of Chardan from the State of
Delaware to the British Virgin Islands, through a redomestication merger with HLS.

In the redomestication merger, HL.S will issue its securities in exchange for the outstanding securities of Chardan.
This prospectus covers an aggregate of 6,000,000 units, 19,250,000 shares of common stock, 12,000,000 warrants and
one representative unit purchase option. The common stock and warrants issuable upon exercise of the
aforementioned securities are included in the aggregate amounts stated above. HLS will issue its securities on the
same terms as the equivalent securities had been issued by Chardan. This prospectus also covers the 1,300,000 shares
of common stock issuable in the exchange offer.

Chardan was organized to serve as a vehicle for the acquisition of an operating business that has its primary operating
facilities based in the Peoples Republic of China in any city or province north of the Yangtze River. Gifted Time
Holdings, through its Chinese operating companies, is a leader in the automation and controls industry in China.

Chardan’s common stock, warrants and units are currently listed on the Over-the-Counter Bulletin Board under the
symbols CNCA, CNCAW and CNCAU, respectively. HLS has applied to have its securities listed on the Nasdaq
Global Market effective at the time of the redomestication merger. The proposed symbols are HLSS, HLSSW and
HLSSU.

This proxy statement/prospectus provides you with detailed information about the acquisition of Gifted Time
Holdings, the redomestication merger and the special meeting of stockholders. It also provides information about the
exchange offer being made to the holders of preferred stock of Gifted Time Holdings. We encourage you to read this
entire document and the documents incorporated by reference carefully. YOU SHOULD ALSO CAREFULLY
CONSIDER THE RISK FACTORS BEGINNING ON PAGE 37.

The acquisition of Gifted Time Holdings and the redomestication merger will be completed upon approval of at least a
majority of the shares of common stock outstanding present in person or by proxy and entitled to vote at the special
meeting on September 7, 2007.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY
OR ADEQUACY OF THIS PROXY STATEMENT/PROSPECTUS. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

11
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THIS PROXY STATEMENT/PROSPECTUS IS DATED AUGUST 15, 2007, AND IS FIRST BEING MAILED TO
CHARDAN STOCKHOLDERS ON OR ABOUT AUGUST 15, 2007.

7
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This proxy statement/prospectus incorporates important business and financial information about Chardan,
Gifted Time Holdings and HollySys that is not included in or delivered with the document. This information is
available without charge to security holders upon written or oral request. The request should be sent to:

Dr. Richard Propper
c¢/o Chardan North China Acquisition Corporation
625 Broadway, Suite 1111
San Diego, California 92101
(619) 795-4627

To obtain timely delivery of requested materials, security holders must request the information no later than
five business days before the date they submit their proxies or attend the special meeting. The latest date to
request the information to be received timely is August 31, 2007.

The financial statements of Gifted Time Holdings are prepared using Renminbi, the currency of the Peoples Republic
of China (“PRC”). For convenience, the Renminbi amounts have been converted throughout the text of the proxy
statement/prospectus into United States dollars. Until recently, the Renminbi was a controlled currency, and the
exchange rate maintained by the PRC was approximately 8.11 Renminbi to one United States dollar. The Chinese
government has recently altered its policy toward the rate of exchange of the Renminbi versus the US dollar.
Changing from a previously fixed rate policy regarding the dollar, the Renminbi has recently been permitted to float
within a fixed range against a basket of currencies, including the US dollar, Japanese Yen and European Euro, which
has resulted in the Renminbi being allowed to appreciate 2% +/- 0.3% vs. the dollar. Since the company’s business is
presently 100 percent domestic within PRC, this change will have no effect on the company’s business, but may result
in a concomitant increase in its after-tax earnings when stated in dollar terms. In the future, the company’s earnings
stated in US dollars will fluctuate in accordance with the change in exchange rate.

Under the law of the British Virgin Islands, HLS is authorized to issue “ordinary shares” and holders of ordinary
shares are “members.” References to ordinary shares and members have been translated to common stock and
stockholders, which are terms more familiar to United States persons, whom Chardan believes are the majority of
its stockholders.

QUESTIONS AND ANSWERS ABOUT THE MEETING

Q. Why is Chardan A. Chardan was organized to effect a business combination with an operating
proposing the stock business that has its primary operating facilities located in the People’s Republic of
purchase? China in any city or province north of the Yangtze River. The operating companies

of Gifted Time Holdings, after the consummation of the stock purchase will be
Beijing HollySys Co., Ltd., Hangzhou HollySys Automation Co., Ltd., and Beijing
HollySys Haotong Science & Technology Development Co., Ltd. (these three
companies are referred to as “HollySys”). Together they are one of the leading
automation and control systems companies in China. The HollySys companies
have, collectively, demonstrated significant growth since commencing operations
in 1996. Chardan believes that HollySys is in a position to expand their business
through the development of additional products and the expansion of their
customer base, including entry into the international market. As a result, Chardan
believes that a business combination with Gifted Time Holdings will provide
Chardan stockholders with an opportunity to participate in a combined company
with significant growth potential.

15



Why is Chardan
proposing the
redomestication
merger?

Q. Why is Chardan
proposing the stock
option plan?
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Chardan is proposing the reincorporation of itself into a company formed under
the laws of the British Virgin Islands to align its income tax liabilities with the
location of its activities to reduce the overall impact of corporate income tax on the
surviving company and its stockholders. Because the future operations will be
outside the United States, the redomestication merger is intended to reduce or
entirely eliminate the income tax liability of the company in the United States and
permit greater flexibility in structuring acquisitions or creating subsidiaries in
China and other countries as the business of Gifted Time Holdings expands as well
as with regard to declaring dividends, should the company wish to do so in the
future. By becoming a non-United States company, Chardan believes that the
successor company will only be taxed on its operations by the jurisdiction in
which they are located and undertaken, and will not be subject to additional
income taxes merely by virtue of the location of its place of incorporation.

. Chardan is proposing the stock option plan to enable the company to attract, retain

and reward its directors, officers, employees and consultants using equity-based
incentives.

16
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Q. What is being voted A.

on?

Q.What vote is required  A.

in order to adopt the
stock purchase
proposal?

Q. What vote is required
in order to adopt the
redomestication
merger?

Q.What vote is required  A.

in order to adopt the
stock option plan?

Q.How do the Chardan  A.

insiders intend to vote
their shares?

Q.What will I receivein  A.

the redomestication
merger?

There are three proposals that you are being asked to vote on. The first proposal is
to adopt the stock purchase agreement, dated February 2, 2006, as amended, and
the transactions contemplated thereby (including the exchange offer). We refer to
this proposal as the stock purchase proposal.

The second proposal is to approve the merger of Chardan with and into HLS for
purposes of redomestication to the British Virgin Islands. We refer to this proposal
as the redomestication merger proposal.

The third proposal is to adopt Chardan’s 2006 Equity Plan. We refer to this
proposal as the stock option plan proposal.

The approval of the stock purchase will require the affirmative vote of a majority
of the outstanding shares of Chardan’s common stock. If the holders of 1,150,000
or more shares of common stock issued in Chardan’s initial public offering vote
against the stock purchase and demand that Chardan convert their shares into a pro
rata portion of the trust account as of the record date, then the stock purchase will
not be consummated. No vote of the holders of Chardan’s warrants is necessary to
adopt the stock purchase proposal or other proposals, and Chardan is not asking
the warrant holders to vote on the stock purchase proposal or the other proposals.
Chardan will not consummate the transaction described in the stock purchase
proposal unless the redomestication merger is also approved. Similarly, the
redomestication merger will not be consummated if the stock purchase proposal is
not approved. The approval of the stock option plan proposal is not a condition to
the consummation of the stock purchase or redomestication merger proposals.

The affirmative vote of the holders of a majority of the outstanding shares of
Chardan common stock is required to approve the redomestication merger
proposal.

The approval of the stock option plan will require the affirmative vote of a
majority of the shares represented and entitled to vote at the meeting. The approval
of the stock option plan is not a condition to the approval of the stock purchase or
the redomestication merger proposals.

All of the insiders who purchased their shares prior to the initial public offering
(including the officers and directors of Chardan) have agreed to vote the shares
held by them on the stock purchase and redomestication merger proposals in
accordance with the vote of the majority of the shares of common stock issued in
Chardan’s initial public offering. They have indicated that they also will vote in
favor of the stock option plan proposal.

Chardan security holders will receive an equal number of shares of common stock
of HLS in exchange for their Chardan common stock, and HLS will assume the
outstanding Chardan warrants, the terms and conditions of which will not change,
except that on exercise, they will receive HLS common stock. However, as a result
of the issuance of HLS shares in the stock purchase, the ownership interests of
Chardan stockholders will be diluted so that they will only own approximately
23% of HLS. If additional shares are issued to Advance Pacific as additional
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How will the
redomestication merger
be accomplished?

Will the Chardan
stockholders be taxed
as a result of the
redomestication
merger?

A.

A.

consideration, or if the outstanding warrants are exercised, the current Chardan
stockholders will experience further dilution in their ownership of the company.
We have also agreed to issue up to 11,000,000 additional shares to Advance
Pacific if HollySys’s earnings for fiscal years 2007 through 2011 reach certain
targets. Also, there are outstanding warrants to purchase 12,000,000 additional
shares of Chardan stock. If some or all of the incentive shares are issued, or if
some or all of the warrants are exercised, then the percentage of HLS that
Chardan’s current shareholders will own will be less than 23%.

Chardan will merge into HLS, Chardan’s wholly owned subsidiary that is
incorporated as a British Virgin Islands company. As a result of the
redomestication merger, each currently issued outstanding share of common stock
of Chardan will automatically convert into a share of common stock of HLS. This
procedure will result in your becoming a stockholder in HLS instead of Chardan.

Generally for United States federal income tax purposes, stockholders who are
United States holders should not recognize any gain or loss as a result of the
redomestication merger. We urge you to consult your own tax advisors with regard
to your particular tax consequences of the redomestication merger.
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Q.Will Chardan be taxed A. Chardan will recognize gain, but not loss, as a result of the redomestication merger

on the redomestication
merger?

Q.How much of the
surviving company will
existing Chardan
stockholders own?

Q.How much dilution
will I experience?

Q. What will the name of A.

the surviving company
be after the stock
purchase?

Q.Do I have conversion
rights?

A.

A.

A.

equal to the difference, if any, between the adjusted tax basis of any Chardan asset
and such asset’s fair market value at the effective time of the redomestication
merger.

Advance Pacific initially will receive 22,200,000 shares of common stock of HLS,
representing 73% of the issued and outstanding shares immediately after the
acquisition. After the stock purchase and if all the Gifted Time Holdings preferred
stockholders participate in the exchange offer described below, if no Chardan
stockholders demand that Chardan convert their shares into a pro rata portion of
the trust account and no Chardan stockholder exercises its appraisal rights, then
Chardan’s stockholders who own shares immediately prior to the stock purchase
will own approximately 23% of the outstanding common stock of HLS. Existing
Chardan stockholders could own less than approximately 23% if one or more
Chardan stockholders vote against the stock purchase proposal and demand
conversion of their shares into a pro rata portion of the trust account or if they
exercise appraisal rights. Similarly, existing Chardan stockholders will own less
than 23% of HLS, if HLS issues (as additional consideration) the additional shares
to Advance Pacific by reason of HLS achieving the after-tax profit targets
specified in the stock purchase agreement for one or more of the five fiscal years
beginning with fiscal year 2007. If HLS issues the additional shares as additional
consideration to Advance Pacific, then the current stockholders of Gifted Time
Holdings will own approximately 82% of the issued and outstanding common
stock of HLS, and existing Chardan stockholders will own approximately 18% of
the issued outstanding common stock of HLS. The foregoing discussion assumes
that none of the outstanding warrants to acquire common stock of Chardan will be
exercised and that all of the shares of Gifted Time Holdings preferred stock are
exchanged for shares of common stock of HLS. If some or all of the warrants are
exercised, then the current Chardan stockholders will be diluted further.

Currently there are 7,000,000 shares of common stock of Chardan outstanding. At
least 22,200,000 additional shares will be issued for acquisition of Gifted Time
Holdings and 1,300,000 additional shares will be issued for an exchange offer for
all of the outstanding preferred stock of Gifted Time Holdings, as more
particularly described below. Therefore, current shareholders will own
approximately 23% of the company, which is a dilution of absolute ownership of
77%. To the extent shares representing additional consideration are issued to
Advance Pacific upon achieving one or more of the after-tax profit targets or
outstanding warrants are exercised, the current stockholders will experience
further dilution of their ownership interest in the company.

The name of the surviving company following completion of the stock purchase
and redomestication merger will be “HLS Systems International Ltd.”

If you hold shares of common stock issued in Chardan’s initial public offering, then
you have the right to vote against the stock purchase proposal and demand that
Chardan convert these shares into a pro rata portion of the trust account in which a
substantial portion of the net proceeds of Chardan’s initial public offering are held.



Q.If I have conversion

11

rights, how do I
exercise them?
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A.

We sometimes refer to these rights to vote against the stock purchase and demand
conversion of the shares into a pro rata portion of the trust account as conversion
rights. Holders of warrants issued by Chardan do not have any conversion rights.

If you wish to exercise your conversion rights, you must vote against the stock
purchase proposal and at the same time demand that Chardan convert your shares
into cash. If, notwithstanding your vote, the stock purchase is completed, then you
will be entitled to receive a pro rata portion of the trust account, including any
interest earned thereon through the record date. You will be entitled to convert
each share of common stock that you hold into approximately $5.53. If you
exercise your conversion rights, then you will be exchanging your shares of
Chardan common stock for cash and will no longer own these shares. You will be
entitled to receive cash for these shares only if you continue to hold these shares
through the closing of the stock purchase and then tender your stock certificate. If
you do not make a demand to exercise your conversion rights at the time you vote
against the stock purchase proposal (or if you do not vote against the stock
purchase proposal), you will lose your conversion rights, and that loss cannot be
remedied. If the stock purchase is not completed, then your shares will be
automatically converted to cash.
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Q. What happens to the

funds deposited in the

trust account after
consummation of the
stock purchase?

Q. Under the stock
purchase agreement,
what obligations will
be owed to Advance
Pacific following the
consummation of the
stock purchase?

Q. Who will manage the
surviving company?

Q. Who will manage the
subsidiaries of the
surviving company
following the
consummation of the
stock purchase?

Q.Do I have dissenter or

appraisal rights?

Q.How do I secure my
dissenter or appraisal
rights?

Q. What happens if the
stock purchase is not
consummated?

A. Upon consummation of the stock purchase:

- the stockholders electing to exercise their conversion rights will receive their pro
rata portion of the funds in the trust account;

- up to $27,000,000 of the funds in the trust account will be paid to Advance
Pacific as part of the stock purchase consideration; and

- any balance of the funds in the trust account will be retained by HL.S for
operating capital subsequent to the closing of the business combination.

. HLS will be obligated to pay Advance Pacific the deferred purchase price (at least

$3 million, and possibly as much as $7 million, depending on the amount of funds
remaining in the trust account in the event that any of Chardan’s stockholders
exercises their conversion rights) and the additional stock consideration based on
the after-tax profits of HLS. The deferred cash purchase price will not be payable
until HLS receives at least $60 million in subsequent financing or HLS generates
positive after-tax cash flow from HollySys.

. The surviving company will be managed by the current management of HollySys.

Dr. Wang Changli, who is currently the chief executive officer of HollySys, will
become the chief executive officer and a director of HLS. Madame Qiao Li, who is
currently the Chairman of HollySys, will be a director and chairman of the HL.S
board of directors. Kerry S. Propper, who is currently the chief financial officer,
secretary, and a director of Chardan, will also become a director of HLS. The four
additional directors will be Jerry Zhang, Youxian Sun, Lewis Solomon and
Leonard Hafetz.

. Upon the closing of the business combination, Dr. Wang Changli will enter into a

three-year employment agreement to serve as the CEO of Gifted Time Holdings
and Beijing HollySys and Madame Qiao Li will enter into a three-year
employment agreement to serve as Chairman of Gifted Time Holdings. HLS
(through its Board of Directors) will appoint, or arrange for the appointment of,
the other directors and managers of the subsidiaries of the surviving company,
including Gifted Time Holdings and HollySys, with a goal of maintaining
appropriate controls while promoting effective and efficient operations.

. In connection with the redomestication merger, the Chardan stockholders have

appraisal rights under Delaware corporate law.

. To secure your dissenter or appraisal rights, you must vote against the

redomestication merger and file a demand for appraisal rights with Chardan before
the vote on the redomestication merger. Details about the required contents of the
appraisal demand, the deadlines for exercising rights and the process for
determining the value of the shares are contained in the section “Chardan
Redomestication Merger - Appraisal Rights.”

. If the stock purchase is not consummated, Chardan will be liquidated. In any

liquidation, the funds held in the trust account, plus any interest earned thereon,
together with any remaining net assets outside of the trust, will be distributed pro
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Q.When do you expect  A.

the stock purchase to
be completed?

Q.If I am not going to A.

attend the Chardan
special meeting in
person, should I return
my proxy card instead?

Q.What will happenifI ~ A.

abstain from voting or
fail to vote?

12

rata to Chardan’s common stockholders, excluding the Chardan initial
stockholders, each of whom has waived any right to any liquidation distribution.

Pending receipt of the required stockholder approvals, it is currently anticipated
that the stock purchase will be completed promptly following the Chardan special
meeting on September 7, 2007.

Yes. After carefully reading and considering the information contained in this
proxy statement/prospectus, please fill out and sign your proxy card. Then return
the enclosed proxy card in the return envelope as soon as possible, so that your
shares may be represented at the Chardan special meeting.

An abstention or failure to vote will have the same effect as a vote against the
stock purchase proposal, but will not have the effect of converting your shares into
a pro rata portion of the trust account. An abstention or failure to vote will also
have the effect of voting against the redomestication merger, but will have no
effect on the approval of the stock option plan.
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Q.Whatdo I doif I want A. Send a later-dated, signed proxy card to Chardan’s secretary prior to the date of the
to change my vote? special meeting or attend the special meeting in person and vote. You also may
revoke your proxy by sending a notice of revocation to Chardan’s secretary at the
address of Chardan’s corporate headquarters.

Q.If my shares are held in A. No. Your broker can vote your shares only if you provide instructions on how to
“street name” by my vote. You should instruct your broker to vote your shares, following the directions
broker, will my broker provided by your broker.
vote my shares for me?

Q.DoIneed to turn in my A. No. If you hold your securities in Chardan in certificate form, as opposed to
old certificates? holding them through your broker, you do not need to exchange them for
certificates issued by HLS. Your current certificates will represent your rights in
HLS. You may exchange them by contacting the transfer agent, Continental Stock
Transfer & Trust Company, Reorganization Department, and following their
requirements for reissuance. If you elect conversion or appraisal, you will need to
deliver your old certificate to Chardan.

Q.Who can help answer  A. If you have questions about the stock purchase, you may write or call Chardan
my questions? North China Acquisition Corporation, 625 Broadway, Suite 1111, San Diego, CA
92101. The phone number is (619) 795-4627.

13
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QUESTIONS AND ANSWERS ABOUT THE EXCHANGE OFFER

The following are some of the questions that a holder of preferred stock of Gifted Time Holdings (“Gifted Time
Preferred”) may have regarding the exchange offer and answers to those questions. The answers to these questions do
not contain all information relevant to the decision whether to tender shares of Gifted Time Preferred for exchange
and HLS urges you to carefully read the remainder of this prospectus and offer to exchange and the letter of

transmittal.

Q.What is HLS’s A.

proposed transaction?

Q.What will I receivein  A.

exchange for my
Gifted Time Preferred?

Q.Can HLS increase the A.

consideration being
offered in the offer for
the Gifted Time
Preferred?

Q. What are the A.

conditions of
the offer?

HLS is offering to acquire all of the outstanding shares of Gifted Time Preferred in
exchange for shares of HLS common stock. Pursuant to a stock purchase
agreement, subject to receipt of approval by the Chardan stockholders and other
conditions, HLS will acquire all of the outstanding common stock of Gifted Time
Holdings (representing approximately 94.5% of the outstanding equity interests of
Gifted Time Holdings). The exchange offer is the final step in HLS’s plan to
acquire all of the outstanding shares of Gifted Time.

In exchange for each share of Gifted Time Preferred you validly tender and do not
properly withdraw before the expiration date, you will receive of one share of HLS
common stock.

HLS, in its sole discretion, may choose to amend the offer to change the number of
shares of HLS common stock to be exchanged by HLS for each share of Gifted
Time Preferred. However, HLS is under no obligation to increase the amount of
consideration it is offering for shares of Gifted Time Preferred and has no
intention of doing so. In the event that HL.S were to choose to increase the
consideration, HLS would extend the offer, if and as required by applicable U.S.
securities laws.

HLS’s obligation to exchange shares of HLS common stock for shares of Gifted
Time Preferred pursuant to the exchange offer is subject to several conditions
referred to below under the section captioned “The Exchange Offer—Conditions of
the Offer ,” including the following:

- The “stock purchase condition”—HLS must have acquired the outstanding shares of
common stock of Gifted Time Holdings.

- The “stockholder approval condition”—The Chardan stockholders must have
approved the stock purchase and the redomestication merger.

- The “registration statement condition”—the registration statement of which this
prospectus is a part shall have become effective, no stop order suspending the
effectiveness of the registration statement shall have been issued and no
proceedings for that purpose shall have been initiated or threatened by the SEC,
and HLS shall have received all necessary state securities law or “blue sky”
authorizations.

The satisfaction of any of the conditions to the exchange offer, including those set
forth above, will be determined by HLS in its good faith discretion. In its sole

discretion, HLS may waive any and all conditions to the exchange offer, including
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Q. Will I be taxed on the
HLS common stock
and cash I receive?

Q. What percentage of
HLS’s common stock
will former holders of
Gifted Time Preferred
own after the exchange
offer?

14

A.

A.

those set forth above, to the extent legally permissible.

In the opinion of DLA Piper US LLP, HLS’s counsel, the exchange will be treated
as a sale of shares of Gifted Time Preferred and will subject the holder to tax. This
opinion is given in reliance on customary representations and assumptions as to
certain factual matters. See the section captioned ‘“The Exchange Offer—Material
U.S. Federal Income Tax Consequences.”

BECAUSE TAX MATTERS ARE COMPLICATED, HLS URGES YOU TO
CONTACT YOUR OWN TAX ADVISOR TO DETERMINE THE
PARTICULAR TAX CONSEQUENCES TO YOU OF THE OFFER.

HLS estimates that if all shares of Gifted Time Preferred are exchanged pursuant
to the exchange offer, former holders of Gifted Time Preferred would own, in the
aggregate, approximately 4% of the total outstanding shares of HLS common
stock (prior to any issuances of shares of HLS based on after-tax profit goals or
upon exercise of any warrants).

25



Edgar Filing: Chardan North China Acquisition Corp - Form 424B4

Q.How long do T haveto A.
decide whether to
tender my shares in the
exchange offer?

Q.Can the exchange offer A.
be extended and under
what circumstances?

Q.How will I be notified A.
if the exchange offer is
extended?

Q.How do I tender my A.
shares of Gifted Time
Preferred?

Q.Until what time canI  A.
withdraw tendered
shares of Gifted Time
Preferred?

Q.How do I withdraw A.
tendered shares of
Gifted Time Preferred?

Q.When and how willT ~ A.
receive shares of HLS
in exchange for my
tendered shares of

Unless HLS extends the period of time during which the exchange offer is open,
you have until 12:00 Midnight, New York City time, on October 7, 2007, to decide
whether to tender your shares of Gifted Time Preferred in the exchange offer.
When HLS makes reference to the “expiration date” or the “expiration of the
exchange offer” anywhere in this prospectus and offer to exchange, this is the time
to which HLS is referring, including, when applicable, any extension period that
may apply. The expiration date is 30 days after the date of the Chardan meeting,
which is after the date that Chardan expects to have completed the acquisition of
the common stock of Gifted Time Holdings (assuming that the Chardan
stockholders approve the acquisition transaction at the Chardan meeting).

HLS mays, in its sole discretion, extend the exchange offer at any time or from time

to time. For instance, the exchange offer may be extended if any of the conditions
specified in the section captioned “The Exchange Offer—Conditions of the Offer ” are
not satisfied prior to the scheduled expiration date of the exchange offer. However,
HLS will not extend the exchange offer for more than 30 days beyond the

currently scheduled expiration date.

If HLS decides to extend the exchange offer, it will inform the holders of Gifted
Time Preferred of that fact and will make a public announcement of the extension,
not later than 9:00 a.m., New York City time, on the business day after the day on
which the exchange offer was otherwise scheduled to expire.

To tender shares of Gifted Time Preferred, you must deliver the certificates
representing your shares of Gifted Time Preferred, together with a completed letter
of transmittal and any other required documents to HLS not later than the time the
exchange offer expires. For a complete discussion on the procedures for tendering
your shares of Gifted Time Preferred, see the section captioned ‘“The Exchange
Offer—Procedure for Tendering.”

You can withdraw tendered shares of Gifted Time Preferred at any time until the
expiration of the exchange offer and, if HLS has not agreed to accept your shares
of Gifted Time Preferred for exchange pursuant to the exchange offer, you can
withdraw them at any time after October 7, 2007. Once HLS accepts shares of
Gifted Time Preferred for exchange pursuant to the exchange offer all tenders not
previously withdrawn become irrevocable. For a complete discussion on the
procedures for withdrawing your shares of Gifted Time Preferred, see the section
captioned “The Exchange Offer—Withdrawal Rights.”

To withdraw shares of Gifted Time Preferred, you must deliver a written notice of
withdrawal, or a facsimile of one, with the required information to HLS, during the
period of time that you have the right to withdraw the shares of Gifted Time
Preferred. For a complete discussion on the procedures for withdrawing your
shares of Gifted Time Preferred, see the section captioned ‘“The Exchange
Offer—Withdrawal Rights.”

HLS will exchange all validly tendered and not properly withdrawn shares of
Gifted Time Preferred promptly after the expiration date of the exchange offer,
subject to the terms of the exchange offer and the satisfaction or waiver of the
conditions to the exchange offer, as set forth in the section captioned “The
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Gifted Time Preferred?

Q.If I decide not to A.

tender, how will the
offer affect my shares
of Gifted Time
Preferred?

Q.Are dissenters’ rights ~ A.

available in the
exchange offer?

Q. Where can I find more A.

information on HLS
and Chardan?

Q.WhocanItalktoifI  A.

have questions about
the offer?

15

Exchange Offer—Conditions of the Offer.” HLS will pay for your validly tendered
and not properly withdrawn shares of Gifted Time Preferred by promptly issuing
shares of HLS after the expiration date. In all cases, issuance of shares of HLS in
exchange for tendered shares of Gifted Time Preferred will be made only after
timely receipt by HLS of certificates for such shares of Gifted Time Preferred and
a properly completed and duly executed letter of transmittal and any other required
documents.

You will remain a holder of preferred stock of Gifted Time Holdings. If the stock
purchase is consummated, Gifted Time Holdings will become a subsidiary of HLS
and you would hold minority interests in that subsidiary, with no assurance of any
future liquidity.

Dissenters’ rights are the rights of shareholders, in certain cases, to receive “fair
value” for their shares, as determined by a judicial appraisal process. Dissenters’
rights are not available in the exchange offer. See the section captioned “The
Exchange Offer—Purpose of the Offer; Dissenters’ Rights .”

You can find more information about HLS and Chardan from various sources

described in the section captioned “Where You Can Find More Information.”

If you are a holder of Gifted Time Preferred, you may call Lori Johnson at (619)
795-4627.
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IMPORTANT

Any shareholder desiring to tender all or any portion of such shareholder’s Gifted Time Preferred should complete and
sign the accompanying letter of transmittal, or a manually signed facsimile thereof, in accordance with the instructions
in the letter of transmittal and mail or deliver it together with the certificate(s) evidencing tendered shares of Gifted
Time Preferred, and any other required documents, to HLS.

Questions or requests for assistance may be directed to HLS at its address and telephone numbers as set forth below
and on the back cover of this prospectus and offer to exchange. Requests for additional copies of this prospectus and
offer to exchange, and the accompanying letter of transmittal may be directed to HLS, and copies will be furnished
promptly at the expense of HLS.

THE OFFER TO PURCHASE AND THE ACCOMPANYING LETTER OF TRANSMITTAL CONTAIN
IMPORTANT INFORMATION, AND YOU SHOULD READ BOTH CAREFULLY AND IN THEIR
ENTIRETY BEFORE MAKING A DECISION WITH RESPECT TO THE EXCHANGE OFFER.

Enforceability of Civil Liabilities Against Foreign Persons

Gifted Time Holdings is incorporated under the laws of the British Virgin Islands, and its operating companies are
incorporated under the laws of the PRC and operate only in the PRC. Substantially all of the assets of Gifted Times
Holdings’ subsidiaries, the three companies that make up HollySys, will be located in the PRC, and the majority of its
officers and directors and the experts named in this joint proxy/prospectus are outside the United States. Although
China and the United States are signatories to the 1965 Hague Convention on the Service Abroad of Judicial and Extra
Judicial Documents in Civil and Commercial Matters, service under this treaty is cuambersome and time consuming
and may not result in adequate notice, such that any judgment based on service thereunder may be reopened,
relitigated and overturned. Therefore, an investor should understand it is not likely that service of process upon the
company or its subsidiaries, its officers and directors, its assets and experts will be obtainable within the United States
or for actions originating in the United States.

It will be difficult for investors to enforce outside the United States a judgment against HLS or its Chinese operating
companies or its assets obtained in the United States in any actions, including actions predicated upon the civil
liability provisions of the federal securities laws of the United States or of the securities laws of any State of the
United States. In addition, the directors and executive officers and certain of the experts named in this joint
proxy/prospectus are resident outside the United States, and all or a substantial portion of the assets of these persons
are or may be located outside the United States. Therefore, it may not be possible for investors to effect service of
process within the United States upon them, or to enforce against them any judgments obtained in United States
courts, including judgments predicated upon the civil liability provisions of the federal securities laws of the United
States or of the securities laws of any state of the United States.

The difficulty of enforcing a judgment of a United States court in the PRC where most of the assets of the company
are located and which is the residence of most of the directors and officers of the company, stems from the lack of any
official arrangement providing for judicial assistance to the enforcement of judgments of courts of the United States in
the PRC. The PRC does not have treaties providing for the reciprocal recognition and enforcement of judgments of
courts within the United States. In the absence of such a treaty, judgments of United States courts will not be enforced
in the PRC without review of the merits of the claims and the claims brought in the original action in the United States
court will have to be re-litigated on their merits.

Likewise, administrative actions brought by regulatory authorities, such as the SEC, and other actions that result in

foreign court judgments, could (assuming such actions are not required by PRC law to be arbitrated) only be enforced
in the PRC if such judgments or rulings do not violate the basic principles of the law of the PRC or the sovereignty,
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security and public interest of the society of China, as determined by a People’s Court of China that has jurisdiction for
recognition and enforcement of judgments.

We have been advised that there is doubt as to the enforceability in the PRC of any actions to enforce judgments of
United States or British Virgin Islands courts arising out of or based on the ownership of the securities of HLS,
including judgments arising out of or based on the civil liability provisions of United States federal or state securities
laws, and as to whether PRC courts would enforce, in original actions, judgments against HLS, its directors and
officers and assets in the PRC predicated solely upon the federal securities laws of the United States. An original
action may be brought in the PRC against HLS or its subsidiaries or its directors and officers and experts named in
this prospectus/proxy statement only if the actions are not required to be arbitrated by PRC law and only if the facts
alleged in the complaint give rise to a cause of action under PRC law. In connection with such an original action, a
PRC court may award civil liability, including monetary damages.
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SUMMARY
Summary

This section summarizes material items related to the proposals to be voted on. These items are described in greater
detail elsewhere in this proxy statement/prospectus. You should carefully read this proxy statement/prospectus and the
other documents to which this proxy statement/prospectus refers you. See “Where You Can Find More Information.”

The Companies
Chardan

Chardan is a blank check company organized as a corporation under the laws of the State of Delaware on March 10,
2005. Chardan was formed to effect a business combination with an unidentified operating business that has its
primary operating facilities located in the People’s Republic of China in any city or province north of Yangtze River.
In August 2005, Chardan successfully consummated an initial public offering of its equity securities from which it
derived net proceeds of approximately $30.9 million. The prices of Chardan’s common stock, warrants to purchase
common stock and units (each unit consisting of one share of common stock and two warrants to purchase common
stock) are quoted on the Over-the-Counter Bulletin Board under the symbols CNCA for the common stock, CNCAW
for the warrants and CNCAU for the units. Approximately $29.8 million of the net proceeds of the initial public
offering was placed in a trust account and will be released to Chardan upon consummation of the stock purchase,
subject to the exercise of conversion rights by holders of less than 20% of the Chardan stock issued in the initial
public offering. The balance of the net proceeds from the initial public offering of approximately $1.1 million has
been used by Chardan to pay the expenses incurred in its pursuit of a business combination. Through March 31, 2007,
Chardan had incurred a total of approximately $1,553,000 in expenses. The most significant expenses incurred to date
include approximately $66,700 for consultants to Chardan who have assisted with due diligence reviews of business
combination targets, approximately $342,000 in travel expenses, office expenses of $127,500 payable to Chardan
Capital LLC, approximately $671,000 in professional fees and premiums for general and officer and director
insurance of approximately $92,487. Other than its initial public offering and the pursuit of a business combination,
Chardan has not engaged in any business to date. If Chardan does not consummate a business combination by

August 10, 2007, then, pursuant to its certificate of incorporation, Chardan’s officers must take all actions necessary to
dissolve and liquidate Chardan within 60 days.

The mailing address of Chardan’s principal executive office is Chardan North China Acquisition Corporation, 625
Broadway, Suite 1111, San Diego, California 92101, and its telephone number is (619) 795-4627.

Gifted Time Holdings
Business Operations

Gifted Time Holdings was formed to act as a holding company to hold the equity interests in HollySys held directly or
indirectly by certain stockholders of HollySys. HollySys is one of the leading Chinese automation and control system
companies. In 2005, HollySys ranked first among domestic Chinese companies and second overall in sales of
distributed control systems, an important market segment, behind only ABB and ahead of large multinational
competitors such as Honeywell International, Siemens and Mitsubishi. HollySys also is the only Chinese automation
company that is qualified to design and produce controls for nuclear power plants and one of just five Chinese
companies qualified to design and produce railway control systems. The three HollySys operating companies are

Beijing HollySys Co., Ltd. (“Beijing HollySys”), Hangzhou HollySys Automation Co., Ltd. (“Hangzhou HollySys”) and
Beijing HollySys Haotong Science & Technology Development Co., Ltd. (“Haotong”). Haotong is not seeking or
accepting new business, and we expect that Haotong will be liquidated following the expiration of the warranty
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periods on contracts it performed. HollySys does not expect to incur any material costs or loss of revenues as a result
of the liquidation. The three HollySys operating companies are organized and exist under the laws of the PRC.
HollySys develops sells, and services automation and control systems and components in China. The businesses of the
HollySys operating companies began in 1996.

For the years ended June 30, 2005 and 2006, HollySys generated approximately $79.6 million and approximately
$90 million in revenue, respectively, principally from its sales of automation systems and equipment to Chinese
customers in the power generation and heavy industry sectors.

HollySys introduced HOLLIiAS, its new platform technology, in 2004. This platform consists of several modules, each
of which can deliver a range of functions independently or can be integrated into an enterprise wide automation and
control system. The components of the system were designed to enable HollySys to participate effectively in the most
actively growing sectors of the Chinese economy, including general industrial activity, nuclear and fossil fuel power
generation, rail transportation and emerging Chinese industries, such as pharmaceutical manufacture and food
processing. HollySys also anticipates entering international markets, based on what it perceives to be products that are
comparable to those of other automation companies but selling at prices that will give it a competitive advantage.
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The current management of HollySys is led by Dr. Wang Changli, who will become the chief executive officer of
HLS and will continue to operate HollySys. Dr. Wang and Madame Qiao Li, the current chairman of HollySys, will
become two of the seven-person board of directors of HLS. Kerry Propper, a current director and officer of Chardan,
will also be on the board of directors of HLS.

The mailing address of HollySys’ principal executive offices is 19 Jiancaicheng Middle Road, Xisangi, Haidian
District, Beijing China 100096, and its telephone number is (86) 10-82922200.

HollySys Reorganization and Ownership

Gifted Time Holdings itself does not engage in any operations. Gifted Time Holdings was established under the laws
of the British Virgin Islands on September 21, 2005. On September 20, 2005, the parties who would become the initial
beneficial owners of Gifted Time Holdings entered into a reorganization agreement to exchange the equity interests
which they held in Beijing HollySys and Hangzhou HollySys for equity in Gifted Time Holdings, effective June 30,
2005. On October 12, 2005, Gifted Time Holdings issued one share to Madame Li Qiao as part of the consideration
for transferring 30% equity interests in Hangzhou HollySys to OSCAF International Co. Limited (“OSCAF”) after
reorganization. On December 30, 2005 Gifted Time Holdings issued 49,999 shares to the British Virgin Islands
companies designated by the stockholders of Beijing HollySys and Hangzhou HollySys as described below.
Subsequently, the stockholders of Gifted Time Holdings amended the reorganization agreement on December 30,
2005 due to the withdrawal of one investor in Beijing HollySys, Shanghai Jinqiaotong Industrial Development Co.
Ltd. (“Shanghai Jingiaotong”), which originally intended to acquire an additional 20% interest in Hangzhou HollySys
but was not able to consummate this transaction. Shanghai Jinqgiaotong decided not to purchase the additional 20%
interest in Hangzhou HollySys because of a change in its investment strategy. Shanghai Jingiaotong’s 20% interest in
Beijing HollySys remained subject to the reorganization agreement. Guantao Law Firm, counsel to Gifted Time
Holdings and HollySys, has opined that the reorganization agreement, as amended, is valid and enforceable under
PRC laws. A copy of Guantao’s opinion is filed as an exhibit to the Registration Statement of which this joint
proxy/prospectus forms a part. Upon completion of the amended reorganization agreement, Gifted Time Holdings
holds 74.11% of the equity interest in Beijing HollySys and 60% of the equity interest in Hangzhou HollySys. Gifted
Time Holdings also indirectly owns another 29.64% of Hangzhou HollySys by virtue of the fact that Beijing HollySys
(of which Gifted Time Holdings owns 74.11%,) owns 40% of Hangzhou HollySys.

The stockholders collectively representing 74.11% of the equity interests of Beijing HollySys each formed a separate
British Virgin Islands company, and these stockholders consigned their equity interest in Beijing HollySys to their
British Virgin Islands companies. Gifted Time Holdings in turn entered into consignment agreements with these
British Virgin Islands companies to obtain the stockholders’ 74.11% equity interest in Beijing HollySys. Gifted Time
Holdings also entered into share transfer agreements with two foreign investors in Hangzhou HollySys, Team Spirit
Industrial Limited (“Team Spirit”) and OSCAF to obtain their equity interests in Hangzhou HollySys. Team Spirit is
owned and controlled by Wang Changli, and OSCAF is owned and controlled by Qiao Li. Team Spirit and OSCAF
each owned 30% of the total number of outstanding shares of Hangzhou HollySys. Team Spirit and OSCAF
exchanged their entire ownership interests in Hangzhou HollySys for shares in Gifted Time Holdings pursuant to the
stock transfer agreements. As consideration for that transfer, Sure Grow Profits Limited and Faith Best Profits
Limited, the BVI companies appointed by Team Spirit and OSCAF, each received 7,966 shares of Gifted Time
Holdings’ common stock, representing 15.932% each of the total outstanding common stock of Gifted Time Holdings.
Guantao Law Firm has opined that the stock transfer agreements are valid and enforceable under PRC laws, and all
relevant Chinese governmental authorities have approved the stock transfer. A copy of Guantao’s opinion is filed as an
exhibit to the Registration Statement of which this joint proxy/prospectus forms a part. Hangzhou HollySys is a
limited liability company, and under PRC law the transfer restrictions applicable to Beijing HollySys that led to the
use of consignment agreements to transfer ownership rights in it do not apply to limited liability companies such as
Hangzhou HollySys. The tables below identify the stockholders of Gifted Time Holdings who sold all their shares to
Advance Pacific Holdings Limited, the stockholders of Beijing HollySys and the stockholders of Hangzhou HollySys,
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and provides the names of the various British Virgin Islands companies formed by such stockholders for the purpose
of holding their stock in those entities.

Gifted Time Holdings Stockholders

Percentage of ownership of Gifted

Beneficial Owner BVI Company Time Holdings
Mei Qinglin Pioneer Sum Investments Limited 5.516%
Wang Changli Ace Lead Profits Limited 13.083%
Luo An Plus View Investments Limited 9.084%
Xu Shengheng Acclaimed Iqsi ght Investments 22.066%
Limited
Song Xuesong (legal representative

and beneficial owner of Shanghai Allied Earn Investments Limited 18.388%

Jingiaotong)
Wang Changli Sure Grow Profits Limited 15.932%
Qiao Li Faith Best Profits Limited 15.932%

Total 100%
18
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Beijing HollySys Stockholders

Stockholder Percentage of ownership of Beijing HollySys
Beijing No. 6 Institute Huasheng High-Tech Co., Ltd.* 24.11%
Beijing New Technology Industry Development and Services
1.78%
Center*
Shanghai Jinqgiaotong Industrial Development Co., Ltd. 20%
(beneficially owned by Song Xuesong and Qiao Yu)
Wang Changli 14.23%
Cheng Wusi (holding stock on behalf of Xu Shengheng, who
owns 24% of the shares of Beijing HollySys, and Mei Qinglin, 30%
who owns 6% of the shares of Beijing HollySys)
Lou An 9.88%
Total 100%

* not a party to the reorganization agreement; shares will not be acquired by Gifted Time Holdings.
Hangzhou HollySys Stockholders

Percentage of ownership of Hangzhou

Stockholder HollySys
Beijing HollySys Co., Ltd. 40%
Gifted Time Holdings (pursuant to stock transfer agreements 60%
entered into with Team Spirit and OSCAF)
Total 100%

In December 2006, the shareholders of Gifted Time Holdings sold their shares to Advance Pacific, a British Virgin
Islands Company that is owned and controlled by Ka Wa Cheng, a resident of Canada, for promissory notes with an
aggregate principal value of $230 million. This transaction was part of a series of transactions discussed in greater
detail in the “Management’s Discussion and Analysis of Financial Condition and Results of Operations” section under
the heading “Recent Significant Transactions.” Although Ka Wa Cheng was known to Qiao Li as a result of their
participation in an executive MBA program, neither Advance Pacific nor Mr. Cheng had any business affiliation with
HollySys or Gifted Time Holdings prior to Advance Pacific’s acquisition of the Gifted Time Holdings stock from
OSCAF. The table below identifies the stockholder of Advance Pacific.

Advance Pacific Stockholder

Percentage of ownership of Advance

Stockholder Pacific
Mr. Ka Wa Cheng 100%
Total 100%

Also in December 2006, Gifted Time Holdings reorganized its capital structure and issued 1.3 million shares of
preferred stock for a total purchase price of $13,000 to 15 purchasers, none of whom had any previous affiliation with
Gifted Time Holdings or HollySys. The 15 purchasers include Atlas Master Fund; Sherliegh Associates Profit Sharing
Plan; El Equities; Wolfson Equities; Aaron Wolfson; JLF Partners I LP; JLF Partners II LP, JLF Offshore Fund Ltd.;
Platinum Partners Value Arbitrage Fund LP; Meyers Ventrue Partners; Orion AKDK Partners; Longview Fund LP;
Kenneth Greif; Larry Horn; and William Kohone. The stock purchase agreement was amended in certain respects as a
result of these transactions. A more detailed discussion of these transactions is provided in the “Management’s
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Discussion and Analysis of Financial Condition and Results of Operations” section under the heading “Recent
Significant Transactions.”

Under the stock purchase agreement as amended, Advance Pacific will receive all of the $30 million cash
consideration, 22.2 million of the 23.5 million shares of HLS (representing approximately 73% of the outstanding
shares of HLS upon consummation of the redomestication merger and the stock purchase) and any incentive shares
issued on achieving the after-tax profit targets. As part of the exchange offer contemplated by this prospectus, HLS
will offer the preferred stockholders of Gifted Time Holdings the opportunity to exchange their shares for a total of
1.3 million shares of HLS (representing approximately 4% of the outstanding shares of HLS upon consummation of
the redomestication merger and the stock purchase).

Beijing HollySys owns 70% of the equity interests in Haotong. Haotong is a privately owned company that focuses on
railway signal automated controls. Beijing HollySys first acquired a 40% interest in Haotong on May 15, 2002, and
subsequently acquired an additional 30% interest in Haotong on December 13, 2002. Since Beijing HollySys holds
70% of the ownership interests in Haotong, when 74.11% of the equity interest in Beijing HollySys was consigned to
Gifted Time Holdings pursuant to the consignment agreements, Gifted Time Holdings acquired an indirect equity
interest in Haotong as well. As noted above, Haotong is not seeking or accepting new business, and it is expected that
Haotong will be liquidated following the expiration of warranties with regard to contracts performed by it.

19
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The diagram below shows the corporate structure of Gifted Time Holdings, Beijing HollySys and Hangzhou
HollySys. The following abbreviations are used in the below diagram:

APH Advance Pacific Holdings Limited
BJHLS  Beijing HollySys
HZ HLS Hangzhou HollySys
Huasheng Beijing No. 6 Institute Huasheng High-Tech Co., Ltd.
NT Center Beijing New Technology Industry Development and Services Center
Haotong Beijing HollySys Haotong Science & Technology Development Co., Ltd.
Huake Beijing Huake Electronics Co., Ltd.
Electric Beijing HollySys Electric Tech. Co., Ltd.
Hollyinfo Beijing Hollyinfo Technology Co., Ltd.
Zhonghao Beijing HollySys Zhonghao Automation Engineering Technology Co., Ltd.
Hengye Beijing HollySys Hengye Science & Technology Co., Ltd.

Gifted Time Holdings is the beneficial owner of 74.11% of the equity interests in Beijing HollySys. Of the remaining
25.89% equity interests, Beijing No. 6 Institute Huasheng Technology Co. Ltd. (“Huasheng”) holds 24.11%, and Beijing
New Technology Industry Development and Services Center (“NT Center”) holds the remaining 1.78%. Because
Beijing HollySys owns 40% of the equity interests in Hangzhou HollySys, Huasheng has an indirect beneficial
ownership of 9.644% of the equity interests of Hangzhou HollySys and NT Center has an indirect beneficial
ownership of 0.712% of the equity interests of Hangzhou HollySys. Gifted Time Holdings has not sought and does
not intend to seek control of these minority interests, although it would consider a purchase if either stockholder
desired to sell its interest following the closing of the stock purchase. After the consummation of the stock purchase
transaction under the stock purchase agreement between Advance Pacific and Chardan, the exchange offer and the
redomestication merger in which Chardan will merge with and into HLS, HLS will acquire all of the beneficial
ownership interests held by Gifted Time Holdings in HollySys, as indicated in the diagram above.
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The Chinese corporation law was amended, effective January 1, 2006, to prohibit directors or corporate officers of a
joint stock company (such as Beijing HollySys) from transferring annually more than 25% of the shares they own
during their incumbency. However, it is permissible for record owners of a Chinese corporation, who are subject to
that restriction on transfer of their stock, to consign to another all the equity interests and control of their stock while
retaining only title (i.e., under Chinese law, remaining the registered owner of record). This includes the consignment
of the record owner’s voting, dispositive, dividend, meeting calling, proposal submission and other rights, so that the
consignee is for all intents and purposes the functional owner, except for record ownership.

As the deputy chairman of the board and CEO of Beijing HollySys, Dr. Wang Changli consigned his equity interests
in Beijing HollySys stock to Gifted Time Holdings through a BVI company. The other stockholders in Beijing
HollySys, who had previously entered into voting-together agreements with Dr. Wang, also consigned their equity
interests in Beijing HollySys stock to Gifted Time Holdings through their respective BVI companies. The parties to
the voting-together agreements are Mr. Cheng Wusi, Dr. Wang Changli, Mr. Luo An, Shanghai Jinqgiaotong Industrial
Development Co., Ltd., Team Spirit and OSCAF. These parties are the various individuals and companies that
collectively own 74.11% of the equity interests in Beijing HollySys and 89.64% of the equity interests in Hangzhou
HollySys, 60% directly and 29.64% indirectly through Beijing HollySys. The parties to the voting-together
agreements believed that they needed to vote together for important issues related to Beijing HollySys’ growth, capital
raising matters, and important daily operational decisions in order to promote its greater success. The parties believed
that the best representative of their interests would be the person with the best skill set and most familiar with the
company’s requirements and capabilities, the current CEO, Dr. Wang Changli. Dr. Wang received an education in
England with a Ph. D degree in automation control, demonstrated his leadership skills with more than seventeen years’
working experience in the automation industry and has a strong network in the Beijing marketplace. Therefore, all of
the above parties entered into a voting-together agreement giving Dr. Wang the right to vote their ownership interests,
replacing the earlier voting-together agreements.

After the reorganization, which was effective June 30, 2005, Gifted Time Holdings held a 74.11% equity interest in
Beijing HollySys and an 89.64% ownership interest in Hangzhou HollySys, 60% directly and 29.84% through Beijing
HollySys. Since the Chinese corporation law has no restriction on transferring ownership of the shares held by
directors and corporate officers of a limited liability company, the restriction on the transfer of the equity interest held
by Dr. Wang in Beijing HollySys will expire once Beijing HollySys has been changed from a joint stock company to a
limited liability company. HollySys expects that the process of changing from a joint stock company to a limited
liability company will be initiated by the stockholders of Beijing HollySys shortly after the closing of this stock
purchase transaction. In order to change from a joint stock company to a limited liability company, Beijing HollySys
will have to apply to the Beijing Administration of Industry and Commerce to change its registration. Beijing
HollySys also will be changing from a PRC domestic enterprise to a foreign invested enterprise (“FIE”) after the closing
of the stock purchase transaction. In order to become an FIE , Beijing HollySys will have to obtain approval from the
Ministry of Commerce (MOFCOM) or its local counterparts (the “Commerce Authority”), obtain foreign investment
exchange registration with SAFE and file a foreign invested enterprise registration with the Beijing Administration of
Industry and Commerce. The required administrative proceedings to effect these changes are expected to take
approximately six months. See “Regulatory Matters,” below, for further discussion of the processes by which these
changes will take place.

Guantao Law Firm, counsel for Gifted Time Holdings and HollySys, has opined that the consignment agreements are
valid and enforceable under the laws of the PRC. As a result, Gifted Time Holdings is the beneficial owner of the
74.11% equity interests of Beijing HollySys, although not the owner of record. A copy of Guantao’s opinion is filed as

an exhibit to the Registration Statement of which this joint proxy/prospectus forms a part.

The Business Combination
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The stock purchase agreement provides for Chardan to form a wholly owned subsidiary under the laws of the British
Virgin Islands, under the name “HLS Systems International Limited” (“HLS”). At the time of closing of the stock
purchase agreement, Chardan will merge with and into HLS for the purpose of redomestication out of the United
States to secure future tax benefits and greater corporate flexibility to structure the business of Gifted Time Holdings
within China and effect acquisitions and reorganizations under Chinese law. Simultaneously with the redomestication
merger, HLS will acquire all of the issued and outstanding common stock of Gifted Time Holdings, gaining control of
the three HollySys operating companies pursuant to existing stock consignment agreements dated December 30, 2005,
and share transfer agreements dated January 12, 2006 between Gifted Time Holdings and the stockholders of
HollySys. Following consummation of the stock purchase agreement, the exchange offer and the redomestication
merger, Gifted Time Holdings will continue as a wholly-owned subsidiary of HLS and owner of the stated interests in
HollySys. Pursuant to the redomestication merger, all of the Chardan common stock held by Chardan’s stockholders
will be converted into common stock in HLS on a one-to-one basis and the outstanding warrants issued by Chardan
will be assumed by HLS.

Under the stock purchase agreement, Advance Pacific will be paid an aggregate of $30,000,000 in cash and will
receive 22,200,000 shares of HLS common stock for all the outstanding common stock of Gifted Time Holdings.
Chardan will defer paying a portion of the cash payment (at least $3 million, and possibly as much as $7 million,
depending on the amount of funds remaining in the trust account in the event that any of Chardan’s stockholders
exercise their conversion rights). The amount of the cash payment that will be deferred will be determined at closing
and will equal the sum of $3,000,000 plus two-thirds of the difference between the funds in the trust account
(following the exercise of any conversion rights by Chardan stockholders) and $30,000,000. The deferred portion of
the cash purchase price is not payable until HLS receives at least $60 million of additional financing as a result of the
exercise of warrants, the successful completion of a secondary offering or the private investment into HLS by a
strategic investor. HLS has not approached any investors regarding additional financing. Alternatively, the deferred
portion of the purchase price is payable to the extent of 50% of net positive cash flow generated by Gifted Time
Holdings in any fiscal year ending after the closing of the stock purchase.
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As additional consideration, Advance Pacific will be issued up to an aggregate of 11,000,000 shares of HLS common
stock (2,000,000 per year for the first four years and 3,000,000 for the final year, each year on an all-or-none basis) for
each of the next five years beginning with fiscal 2007 if, on a consolidated basis, HLS generates after-tax profits
(excluding after-tax operating profits from any subsequent acquisitions of securities that have a dilutive effect) of at
least the following amounts:

Year ending December 31, After-Tax Profit
2007 $23,000,000
2008 $32,000,000
2009 $43,000,000
2010 $61,000,000
2011 $71,000,000

The above contemplates that HollySys, which is currently on a June 30 fiscal year, will adopt a calendar year fiscal
year following the completion of the stock purchase.

Chardan and Advance Pacific plan to complete the stock purchase promptly after the Chardan special meeting,
provided that:

Chardan’s stockholders have approved the stock purchase agreement and the redomestication merger
proposals;

holders of 20% or more of the shares of common stock issued in Chardan’s initial public offering do
not both vote against the stock purchase proposal and demand conversion of their shares into cash;
and

the other conditions specified in the stock purchase agreement have been satisfied or waived.
The Stock Purchase Agreement

The stock purchase agreement, as amended, is included as an annex to this proxy statement/prospectus. The parties
have entered into four amendments to the stock purchase agreement, which have been incorporated into the amended
and restated stock purchase agreement which is discussed in more detail under the heading “The Stock Purchase
Agreement.” We encourage you to read the stock purchase agreement. It is the legal document that governs the stock
purchase and the other transactions contemplated by the stock purchase agreement. It is also described in detail
elsewhere in this proxy statement/prospectus.

The Chardan Stock Option Plan

The stock option plan reserves 3,000,000 shares of Chardan common stock for issuance in accordance with the plan’s
terms. Chardan does not intend to grant any options or other awards under this plan; instead, the plan will be available
for use by the Board of Directors of HLS following the redomestication merger. The purpose of the stock option plan
is to enable Chardan (or HLS following the redomestication merger) to offer its employees, officers, directors and
consultants whose past, present and/or potential contributions have been, are or will be important to the success of the
company, an opportunity to acquire a proprietary interest in Chardan (or HLS). The various types of awards that may
be provided under the stock option plan will enable Chardan to respond to changes in compensation practices, tax
laws, accounting regulations and the size and diversity of its business. Upon the redomestication merger, HLS will
assume the plan and it and will be administered by the board of directors of HLS using the common stock of HLS
instead of Chardan common stock.
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The stock option plan is included as an annex to this proxy statement/prospectus. We encourage you to read the stock
option plan in its entirety.

Management
After the consummation of the stock purchase and of the redomestication merger, the board of directors of the
surviving corporation will be Dr. Wang Changli, Madame Qiao Li, Kerry S. Propper, Jerry Zhang, Youxian Sun,

Lewis Solomon and Leonard Hafetz.
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Each of Madame Qiao Li and Dr. Wang Changli will enter into a three-year employment agreement with Gifted Time
Holdings. Madame Qiao Li will be employed as Chairman, and Dr. Wang will be chief executive officer. Dr. Wang
will also enter into an employment agreement with Beijing HollySys.

Special Meeting of Chardan ’s Stockholders

The special meeting of the stockholders of Chardan will be held at 10:00 a.m., Pacific time, on September 7, 2007, at
Chardan’s offices at 625 Broadway, Suite 1111, San Diego, California, 92101 to approve the stock purchase, the
redomestication merger and the stock option plan proposals.

Approval of Advance Pacific

Advance Pacific has approved the stock purchase proposal and the transactions contemplated thereby by virtue of the
execution of the stock purchase agreement.

Voting Power; Record Date

You will be entitled to vote or direct votes to be cast at the special meeting if you owned shares of Chardan common
stock at the close of business on August 10, 2007, which is the record date for the special meeting. You will have one
vote for each share of Chardan common stock you owned at the close of business on the record date. Chardan
warrants do not have voting rights. On the record date, there were 7,000,000 outstanding shares of Chardan common
stock.

Vote Required to Approve the Proposals

The approval of the stock purchase agreement proposal will require the affirmative vote of the holders of a majority of
the outstanding shares of Chardan common stock on the record date.

The approval of the redomestication merger proposal will require the affirmative vote of the holders of a majority of
the outstanding shares of Chardan common stock on the record date and the holders of a majority of the shares of
Chardan common stock issued in its initial public offering in August 2005.

The approval of the stock option plan proposal will require the affirmative vote of the holders of a majority of the
shares represented and entitled to vote at the meeting.

Relation of Proposals

The stock purchase will not be consummated unless the redomestication merger proposal is approved, and the
redomestication merger will not be consummated unless the stock purchase proposal is approved. The approval of the
stock option plan is not a condition to consummation of either the stock purchase or the redomestication merger
proposals.

Conversion Rights

Pursuant to Chardan’s Certificate of Incorporation, a holder of shares of Chardan’s common stock issued in its initial
public offering mays, if the stockholder votes against the stock purchase, demand that Chardan convert such shares into
cash. This demand must be made in writing at the same time that the stockholder votes against the stock purchase
proposal. If so demanded, Chardan will convert each share of common stock into a pro rata portion of the trust
account as of the record date. If you exercise your conversion rights, then you will be exchanging your shares of
Chardan common stock for cash and will no longer own these shares. You will be entitled to receive cash for these
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shares only if you continue to hold these shares through the effective time of the stock purchase and then tender your
stock certificate to the combined company. If the stock purchase is not completed, then these shares will not be
converted into cash at that time.

The stock purchase will not be consummated if the holders of 20% or more of common stock issued in Chardan’s
initial public offering (1,150,000 shares or more) exercise their conversion rights.

Appraisal Rights
Appraisal rights are available under the Delaware General Corporation Law for the stockholders of Chardan in
connection with the redomestication merger proposal. The procedure to exercise appraisal rights is described more

fully under the heading “Chardan Redomestication Merger - Appraisal Rights.”
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Proxies

Proxies may be solicited by mail, telephone or in person. If you grant a proxy, you may still vote your shares in person
if you revoke your proxy at or before the special meeting. The cost of soliciting proxies will be borne by Chardan.
Chardan will solicit stockholders by mail through its regular employees, and may request banks and brokers, and other
custodians, nominees and fiduciaries, to solicit their customers who have stock of Chardan registered in the names of
such persons and will reimburse them for their reasonable, out-of-pocket costs. Chardan may use the services of its
officers, directors, and others to solicit proxies, personally or by telephone, without additional compensation.

Stock Ownership

On the record date, directors and executive officers of Chardan and their affiliates beneficially owned and were
entitled to vote 1,250,000 shares of Chardan’s common stock, representing approximately 17% of the currently issued
and outstanding shares of Chardan common stock. In connection with its initial public offering, Chardan and
EarlyBird Capital, Inc. entered into agreements with each of the management shareholders, pursuant to which each
management shareholder agreed to vote his shares of Chardan common stock (other than shares purchased in the open
market) on the business combination in accordance with the majority of the votes cast by the holders of shares issued
in connection with the initial public offering. All 1,250,000 shares of Chardan common stock held by the management
shareholders are subject to Stock Escrow Agreements restricting the stockholder's ability to transfer those shares until
August 2, 2008. These shares will be automatically converted into shares of HLS upon consummation of the
redomestication merger. The HLS shares issuable to the management shareholders as a result of the redomestication
merger will be subject to the terms of the Stock Escrow Agreements to the same extent as the shares of Chardan
common stock are subject to the escrow immediately prior to the redomestication merger.

Chardan’s Board of Directors’ Recommendation

After careful consideration, Chardan’s board of directors has determined unanimously that the stock purchase plan
proposal, the redomestication merger proposal, and the stock option proposal are fair to, and in the best interests of,
Chardan and its stockholders. Chardan’s board has unanimously approved and declared advisable the stock purchase
proposal, the redomestication merger proposal and the stock option plan proposal, and unanimously recommends that
you vote or instruct your vote to be cast “FOR” the adoption of the stock purchase proposal, the redomestication merger
proposal, and the stock option plan proposal. The board of directors did not obtain a fairness opinion.

Interests of Chardan Directors and Officers in the Stock Purchase

When you consider the recommendation of Chardan’s board of directors that you vote in favor of adoption of the stock
purchase proposal, you should keep in mind that a number of Chardan’s executives and members of Chardan’s board
have interests in the stock purchase agreement that are different from, or in addition to, your interests as a stockholder.
These interests include, among other things:

if the stock purchase is not approved and Chardan fails to consummate an alternative transaction
within the time allotted pursuant to its Certificate of Incorporation, Chardan will be required to
liquidate. (Chardan does not expect that it will be able to complete an alternative transaction if the
stock purchase is not approved.) In the event of liquidation, the shares of common stock held by
Chardan’s officers and directors will be worthless because Chardan’s officers, directors and initial
stockholders are not entitled to receive any liquidation proceeds. Additionally, any warrants held by
such persons will expire worthless in the event of liquidation. Chardan’s officers and directors hold
1,250,000 shares of Chardan common stock with an aggregate market value of $10,187,500 as of July
31, 2007, and Chardan’s officers and directors hold 220,000 shares issuable upon exercise of warrants,
which have an aggregate market value of $1,793,000 as of July 31, 2007;
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after the completion of the stock purchase, Mr. Kerry Propper will serve as a member of the board of
directors of HLS; and

the management of HollySys, which after the completion of the stock purchase will be the
management of HLS, has agreed in principle to retain Chardan Capital, LLC, an affiliate of Dr.
Propper, Chardan’s Chairman, to provide a variety of ongoing services to HollySys. These services
will include the following: assistance with compiling and formatting filings required under securities
laws (but not including legal advice); working with HLS legal and accounting professionals to assist
HLS in achieving and maintaining compliance with the applicable requirements of the
Sarbanes-Oxley Act and U.S. accounting standards; establishing and maintaining the capabilities and
procedures to manage relations with investors and the financial community effectively; and advising
HLS regarding corporate structure and development, including any strategic business opportunities
and their potential effects on the value of the company’s stock and overall business prospects. Chardan
contemplates that these services will be provided on a month-to-month basis, terminable at will by
HLS without penalty, for a monthly fee of $30,000, plus reimbursement of expenses incurred in
performing the services. There is not yet a written agreement governing the services to be provided,
although the parties may formalize the agreement, to include these and other terms, if the stock
purchase occurs.
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Conditions to the Completion of the Stock Purchase

Each of Chardan’s and Advance Pacific’s obligation to effect the stock purchase is subject to the satisfaction or waiver
of specified conditions, including the following:

Conditions to Chardan’s and Advance Pacific’s obligations
Approval by Chardan’s stockholders of the stock purchase and redomestication merger proposals;
the absence of any order or injunction preventing consummation of the stock purchase;

the absence of any suit or proceeding by any governmental entity or any other person challenging the
stock purchase or seeking to obtain from Advance Pacific or Chardan any damages;

at Chardan’s stockholders’ meeting, holders of less than 1,150,000 shares of common stock issued in
Chardan’s initial public offering, vote against the stock purchase proposal and demand that Chardan
convert their shares into a pro rata portion of the trust account; and

certain key members of the management team of HollySys will have entered into employment
agreements in form and substance acceptable to Chardan, providing, among other things, for a term of
three years at compensation levels in effect prior to the closing of the stock purchase and including
intellectual property assignment and non-competition provisions to be in effect for a period of two
years following termination of employment.

Conditions to Chardan’s obligations

Advance Pacific’s representations and warranties that are qualified as to materiality must be true and
correct in all respects, and those not qualified as to materiality must be true and correct in all material
respects, as of the date of completion of the stock purchase, except representations and warranties that
address matters as of another date, which must be true and correct as of that other date, and Chardan
must have received a certificate from Advance Pacific to that effect;

Advance Pacific must have performed in all material respects all obligations required to be performed
by it;

Gifted Time Holdings will have acquired ownership or control of HollySys;

Advance Pacific must have received any required and unconditional approvals or consents of
governmental authorities to the transfer of its shares, and Chardan must have received written
confirmation that such approvals and consents have been received;

Chardan must have received a written opinion, dated as of the closing date, from Guantao Law Firm,
counsel to Gifted Time Holdings and HollySys, relating to, among other things, the validity and

enforceability of the stock consignment agreements;

there must not have occurred since the date of the stock purchase agreement any HollySys Material
Adverse Effect, as defined in the stock purchase agreement; and

the Proxy Statement/Prospectus Information, as defined in the stock purchase agreement, accurately
describes Gifted Time Holdings, HollySys and the business in which it is engaged, and Advance
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Pacific, and the Proxy Statement/Prospectus Information does not contain any untrue statement of a
material fact or omit to state a material fact necessary in order to make the statements in the Proxy
Statement/Prospectus Information not misleading.

Conditions to Advance Pacific’s obligations
Chardan’s representation and warranty regarding the compliance of the stock purchase agreement and
the agreements contemplated by the stock purchase agreement with the applicable provisions in
Chardan’s Certificate of Incorporation must be true and correct in all respects, as of the date of

completion of the stock purchase;
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Chardan must have performed in all material respects all obligations required to be performed by
them under the stock purchase agreement; and

there must not have occurred since the date of the stock purchase agreement any Chardan Material
Adverse Effect, as defined in the stock purchase agreement.

No Solicitation

The stock purchase agreement contains detailed provisions prohibiting each of Chardan and Advance Pacific from
seeking an alternative transaction. These covenants generally prohibit Chardan and Advance Pacific, as well as their
officers, directors, subsidiaries, employees, agents and representatives, from taking any action to solicit an alternative
acquisition proposal. The stock purchase agreement does not, however, prohibit Chardan from considering an
unsolicited bona fide written superior proposal from a third party. The approval of the stock purchase agreement by
Advance Pacific has already been given, and no proposal from a third party will be effective to revoke or withdraw
that approval.

Termination, Amendment and Waiver

The stock purchase agreement may be terminated at any time prior to the consummation of the stock purchase,
whether before or after receipt of the Chardan stockholder approval, as follows:

by mutual written consent of Chardan and Advance Pacific;

by either party if the other party amends a schedule and such amendment or supplement reflects a
material adverse change in the condition, operations or prospects of its business;

by either party if the closing has not occurred by August 10, 2007 (unless such terminating party is in
breach of any of its material covenants, representations or warranties);

by either party if the other party has breached any of its covenants or representations and warranties
in any material respect and has not cured its breach within ten business days of the notice of an intent
to terminate, provided that the terminating party is itself not in breach;

by Advance Pacific, if the board of directors of Chardan (or any committee thereof) shall have failed
to recommend or withdraw or modify in a manner adverse to Gifted Time Holdings its approval or
recommendation of the stock purchase agreement and any of the transactions contemplated thereby;

by Chardan if its board of directors shall have determined in good faith, based upon the advice of
outside legal counsel, that failure to terminate the stock purchase agreement is reasonably likely to
result in the board of directors breaching its fiduciary duties to stockholders by reason of a pending,
unsolicited, bona fide written proposal for a superior transaction; or

by either party if, at the Chardan stockholder meeting, the stock purchase agreement and the
redomestication merger shall fail to be approved and adopted by the affirmative vote of the holders of
Chardan’s common stock, or 20% or more of the shares sold in Chardan’s initial public offering
request conversion of their shares into the pro rata portion of the trust account in accordance with the
Chardan Certificate of Incorporation.

Advance Pacific has no right to damages from Chardan or HLS and they have no right to any amount held in the trust
account. Advance Pacific has agreed not to make any claim against Chardan and HLS that would adversely affect the
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business, operations or prospects of Chardan and HLS or the amount of the funds held in the trust account.

Quotation or Listing

Chardan’s outstanding common stock, warrants and units are quoted on the Over-the-Counter Bulletin Board. HLS has
applied to have the HLS common stock, warrants and units quoted on the Nasdaq Global Market at the consummation
of the stock purchase. The proposed Nasdaq symbols are HLSS, HLSSW and HLSSU. Seeking the Nasdaq listing is
an obligation of Chardan under the stock purchase agreement. If Nasdaq listing is not achieved, management
anticipates that the common stock, warrants and units will continue to trade on the OTCBB.
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Indemnification by Gifted Time Stockholders
Advance Pacific has agreed to indemnify Chardan for breaches of their representations, warranties and covenants.
Comparison of Stockholders Rights

In connection with the consummation of the stock purchase agreement, Chardan has formed a wholly owned
subsidiary under the laws of the British Virgin Islands, under the name of HLS Systems International Ltd. Chardan
will, if the stock purchase proposal and redomestication merger proposal are approved, merge into HLS, effectively
changing its jurisdiction of incorporation from Delaware to the British Virgin Islands. Chardan’s common stock will be
converted into common stock of HLS. The rights of Chardan stockholders will change accordingly. A comparison of
the rights of stockholders under Delaware and British Virgin Islands law is included elsewhere in this proxy
statement/prospectus.

Material United States Federal Income Tax Consequences of the Stock Purchase

As described below under the heading “Material U.S. Federal Income Tax Considerations of the Redomestication
Merger”, it is the opinion of DLA Piper US LLP, counsel to Chardan, that the redomestication merger will qualify as a
reorganization for United States federal income tax purposes. Accordingly, no gain or loss should be recognized by
Chardan stockholders as a result of their exchange of Chardan common stock for the common stock of HLS.
Nevertheless, as a result of the redomestication merger, Chardan will be treated for United States federal income tax
purposes as if it sold all of its assets to HLS. As a result, Chardan will recognize gain (but not loss) as a result of the
redomestication merger equal to the difference, if any, between the adjusted tax basis in Chardan’s assets and such
asset’s fair market value at the effective time of the redomestication merger. Chardan will not, however, recognize any
gain or loss as a result of the purchase of HollySys stock, pursuant to the stock purchase agreement.

Accounting Treatment

The stock purchase transaction will be accounted for as a recapitalization of Gifted Time Holdings rather than as an
acquisition. The financial statements of HL.S will combine the historical statements of Gifted Time Holdings with the
balance sheet of Chardan from the effective date of the stock purchase transaction.

Regulatory Matters

The stock purchase and the transactions contemplated by the stock purchase agreement are not subject to any federal
or state regulatory requirement or approval, including the Hart-Scott-Rodino Antitrust Improvements Act of 1976, or
HSR Act, in the United States or British Virgin Islands, except for filings necessary to effectuate the transactions
contemplated by the stock purchase and redomestication merger proposals with the State of Delaware and the British
Virgin Islands. The stock transfer agreements between Gifted Time Holdings and Team Spirit Industrial Ltd. and
OSCAF International Co. Ltd. required approval by the applicable Chinese governmental authorities under PRC law.
Hangzhou HollySys received approval of the stock transfer agreements from the PRC Commerce Bureau on February
13, 2006. In order to remove the transfer restriction on the ownership interests held by Dr. Wang Changli in Beijing
HollySys, Beijing HollySys will change its organizational form from a joint stock company to a limited liability
company, which requires Beijing HollySys to change the registration of its organization at the Beijing Administration
of Industry and Commerce. The changing of Beijing HollySys to a FIE must comply with the Regulation on the
Merger and Acquisition of PRC Enterprises by Foreign Investors (“M&A Regulations™) , which came into effect on
September 8, 2006. According to M&A Regulations , Beijing HollySys will be required to obtain approval from the
appropriate Commerce Authority and will have to register with the Beijing Administration of Industry and Commerce,
and thereafter will go through the registration formalities in the tax, customs, land administration and foreign
exchange authorities. Aside from the administrative requirements and administrative approvals discussed above, the
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stock purchase and the transactions contemplated by the stock purchase agreement are not subject to any other foreign
regulatory requirements or approvals.

The Consignment Agreements. Currently, Gifted Time has control over Beijing HollySys (and, until its liquidation
occurs, Haotong, through Beijing HollySys) pursuant to stock consignment agreements entered into between Gifted
Time and the BVI companies established by the stockholders of Beijing HollySys. We recognize that the consignee
gains voting control and the economic benefits associated with ownership. In accordance with the advice of PRC
counsel, a consignment arrangement does not provide the consignee with direct ownership, and it therefore does not
amount to an "acquisition" under the new M&A Regulations promulgated on September 8, 2006, the Regulation on
the Merger and Acquisition of PRC Enterprises by Foreign Investors . The conclusion is based on the fact that the
definition of "acquisition" was never amended by the PRC regulators for purposes of the M&A Regulations, and as a
result the original definition of "acquisition" from the Interim Provisions on the Mergers and Acquisitions of Domestic
Enterprises by Foreign Investors (the "Interim M&A Provisions") is still applicable under the M&A Regulations.
Pursuant to the Interim M&A Provisions (and thus the M&A Regulations) the captive company arrangement using
consignment agreements is still permitted. Therefore, the changes resulting from the consignment agreement do not
require any approval from PRC regulators under the Interim M&A Provisions or the M&A regulations. It is expected
that after the consummation of the stock purchase transaction under the stock purchase agreement between Advance
Pacific and Chardan, the exchange offer and the redomestication merger in which Chardan will merge with and into
HLS, Gifted Time will acquire title to the consigned 74.11% ownership interests in Beijing HollySys. This transaction
would trigger an approval requirement under the M&A Regulations, as discussed below.
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The changing of Beijing HollySys from a joint stock company to a limited liability company and from a domestic
enterprise to an FIE requires compliance with various Chinese regulations.

Change in Organizational Form of Beijing HollySys. The PRC Corporation Law prohibits directors or senior officers
of a joint stock company (such as Beijing HollySys) from transferring more than 25% of their shareholding annually
during their incumbency. Therefore, in order to remove such restrictions on stock transfer, the stockholders of Beijing
HollySys will initiate the change of form of Beijing HollySys from a joint stock company to a limited liability
company following the closing of the stock purchase transaction, and complete the relevant procedures prior to
acquisition of 74.11% equity interests in Beijing HollySys by Gifted Time.

The change in organizational form of Beijing HollySys requires approval at a special stockholders’ meeting. According
to PRC Corporation Law, a resolution on change of corporate form shall be adopted by stockholders representing 2/3
or more of the voting rights of the stockholders attending the meeting. Because the equity interests held by the parties
who have entered into voting-together agreements and agreed to act in concert is already 74.11%, the consent of the
minority owners on the change of form of Beijing HollySys will not be required. In accordance with the Articles of
Association of Beijing HollySys, the meeting notice shall be sent by the board of directors to all stockholders 30 days
prior to the meeting.

After approval by the stockholders, Beijing HollySys will apply to Beijing Administration of Industry and Commerce
(“ BAIC”) to change the registration of its organization, which procedure is expected to be completed within 30 days
after BAIC receives a complete set of documents required from Beijing HollySys.

Acquisition of the 74.11% Ownership Interests in Beijing HollySys and Conversion of Beijing HollySys to an FIE.
Upon the completion of the change in organizational form of Beijing HollySys, Dr. Wang Changli will promptly
commence the process to transfer the ownership of his consigned Beijing HollySys common stock to Gifted Time
Holdings. Since the stockholders who hold 74.11% of the equity interests in Beijing HollySys have agreed to act in
concert, the transfer of 14.23% of the ownership interests in Beijing HollySys by Dr. Wang Changli to Gifted Time
Holdings will cause the other stockholders who have entered into voting-together agreements with Dr. Wang Changli
to act similarly.

As noted, the acquisition of 74.11% of the equity interests in Beijing HollySys by Gifted Time will be subject to the
approval procedures in accordance with the M&A Regulations. Because Gifted Time Holdings acquired 60% equity
interests in Hangzhou HollySys prior to September 8, 2006, the M&A Regulations do not apply to the acquisition of
Hangzhou HollySys.

The M&A Regulations apply to two types of transactions: (1) equity acquisition by the purchase of equity interests or
subscription to capital increases; and (2) asset acquisitions in the form of either a purchase of a domestic enterprise’s
assets by a FIE established for that purpose or the contribution of purchased assets to establish a new FIE. According
to M&A Regulations, acquisition of domestic enterprises (such as Beijing HollySys) by foreign investors (such as
Gifted Time) is subject to strict examination and approval by the appropriate Commerce Authority. According to
Article 21 of the M&A Regulations, foreign investors must submit the following documents to the appropriate
Commerce Authority:

(1) Resolution approved by the stockholders of the domestic limited liability company to be acquired
concerning stock acquisition by the foreign investor, or resolution approved by the stockholders of the
domestic joint stock company to be acquired concerning stock acquisition by the foreign investor;

(2) The application to change from a domestic enterprise to an FIE after the acquisition;

(3) The joint venture contract and the Articles of Association of the FIE established after the acquisition;
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(4) The stock purchase agreement or the agreement to subscribe for the increased capital by the foreign
investor;

(5) The audit report of the acquired enterprise for the most recent financial year;

(6) The identity of the foreign investor or registration certificates and credit documents which must be
notarized or legally certified;

(7) The identification and introduction of the enterprises in which the acquired enterprise invests;
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(8) The copies of the business license of the acquired enterprise and its affiliated enterprises;
(9) The arrangement plan of the employees of the acquired enterprise.

The acquired enterprise (such as Beijing HollySys) shall, within 30 days of receipt of Commerce Authority’s approval,
register with appropriate Administration of Industry and Commerce and thereafter shall, within 30 days of receipt of
the Business License from Administration of Industry and Commerce, go through the registration formalities in the
tax, customs, land administration and foreign exchange authorities, etc. These required administrative proceedings are
expected to take approximately six months. The licenses obtained by the acquired enterprise form foregoing
authorities, including Business License from appropriate Administration of Industry and Commerce, Foreign
Registration Certificate from appropriate Administration of Foreign Exchange, Tax Registration Certificate from
appropriate Administration of Taxation and Customs Registration Certificate from appropriate Administration of
Customs, etc., shall be subject to annual inspection by appropriate authorities.

The M&A Regulations set out, among other things, the following requirements:

The purchase price shall be based on a third party appraisal of the equity interests or assets acquired, and
acquisition at a price obviously lower than the appraisal result is prohibited;

If the acquisition, and the gaining of actual control, of a domestic enterprise by a foreign investor
involves an important industry, has or may have an impact on the national economic security or results in
a transfer of “actual control” of companies having “famous Chinese brand names” or “well established
Chinese brand names”, the parties shall report the matter to the Ministry of Commerce (“MOFCOM?”).

The M&A Regulations also provide for antitrust review for certain large transactions or transactions
involving large companies, if the transaction would lead to excessive market centralization, harm fair
competition or harm the interests of consumers. Exemptions may be sought from the MOFCOM and
State Administration of Industry and Commerce on the basis that: (i) the transaction will improve market
competition, (ii) the transaction will restructure unprofitable entities and ensure employment, (iii) the
transaction will introduce high technologies and increase international competitiveness, and (iv) the
transaction will improve the environment.

In assets acquisitions, procedures must be followed to protect the rights of creditors of the acquired
enterprise.

If, as a result of the transaction, the foreign investor has greater than 25% of the acquired enterprise’s
registered capital, the acquired enterprise is entitled to the preferential treatments rendered to FIE; if the
foreign investor has less than 25% of the acquired enterprise’s registered capital, the acquired enterprise
does not have the right to FIE preferential treatments.

After Gifted Time acquires 74.11% equity interests in Beijing HollySys, Beijing HollySys will change from a
domestic enterprise to an FIE. According to PRC laws, an FIE is entitled to following preferential treatments: (1) FIE
may enjoy preferential tax treatment pursuant to current PRC laws; and (2) within the range of the surplus between
total investment amount and the registered capital, an FIE may borrow foreign debt without approval of the
Administration of Foreign Exchange. Currently, Beijing HollySys has already enjoyed a preferential enterprise
income tax rate of 15% as a high-tech company, and such preferential tax rate will not be affected by the change of its
status to an FIE. As long as Beijing HollySys continues operating in the high-tech industry and maintaining its high or
new technology enterprise status, Beijing HollySys will be entitled to the same preferential enterprise income tax rate.

53



Edgar Filing: Chardan North China Acquisition Corp - Form 424B4

Haotong is a domestic enterprise, and such status will not be affected by change in status of Beijing HollySys from a
domestic enterprise to a FIE.

Hangzhou HollySys has been an FIE since prior to the proposed transactions and its status and legal position will not
be affected after the acquisition of 74.11%% equity interests in Being HollySys by Gifted Time Holdings.

Aside from the requirements and approvals discussed above, the stock purchase and the transactions contemplated by
the stock purchase agreement are not subject to any other foreign regulatory requirements or approvals.

Board Solicitation

Your proxy is being solicited by the board of directors of Chardan on each of the three proposals being presented to
the stockholders at the special meeting.
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The Exchange Offer

HLS is offering to exchange one share of HL.S common stock for each outstanding share of Gifted Time Preferred
which is validly tendered and not properly withdrawn prior to the expiration date.

Reasons for the Exchange Offer

HLS is making the exchange offer to acquire control of the remaining equity interests of Gifted Time Holdings.
Through the stock purchase agreement, HLS has already agreed to acquire all of the common stock of Gifted Time
Holdings, which constitutes approximately 94.5% of the outstanding equity interests of Gifted Time Holdings.

Conditions of the Offer

HLS's obligation to exchange shares of HLS common stock for Gifted Time Preferred pursuant to the exchange offer
is subject to several conditions including approval by the stockholders of Chardan and the consummation of the
purchase of the common stock of Gifted Time Holdings. The offer is subject to certain additional conditions referred
to below under the section captioned “The Exchange Offer—Conditions of The Offer.”

Extension, Termination and Amendment
To the extent legally permissible, HLS reserves the right, in its sole discretion, at any time or from time to time:
to extend, for any reason, the period of time during which the exchange offer is open;

to delay acceptance for exchange of, or exchange of, any Gifted Time Preferred pursuant to the exchange
offer, or to terminate the exchange offer and not accept or exchange any Gifted Time Preferred not
previously accepted or exchanged, upon the failure of any of the conditions of the exchange offer to be
satisfied prior to the expiration date; and

to waive any condition or otherwise amend the exchange offer in any respect.

In addition, HLS may terminate the exchange offer and not exchange shares of Gifted Time Preferred that were
previously tendered if completion of the exchange offer is illegal or if a governmental authority has commenced or
threatened legal action related to the exchange offer.

Exchange of Gifted Time Preferred; Delivery of Shares of HLS Common Stock

Upon the terms and subject to the conditions of the exchange offer (including, if the exchange offer is extended or
amended, the terms and conditions of any such extension or amendment), HLS will accept for exchange, and will
exchange for HLS common stock, all shares of Gifted Time Preferred validly tendered and not properly withdrawn as
promptly as practicable after the expiration date. If HLS elects to provide a subsequent offering period following the
expiration of the offer, shares of Gifted Time Preferred tendered during such subsequent offering period will be
accepted for exchange immediately upon tender and will be promptly exchanged.

Withdrawal Rights

Holders of Gifted Time Preferred can withdraw tendered shares of Gifted Time Preferred at any time until the
expiration date and, if HLS, has not agreed to accept the shares of Gifted Time Preferred for exchange by October 7,
2007, you can withdraw them at any time after such date until HLS accepts shares of Gifted Time Preferred for
exchange. If HLS decides to provide a subsequent offering period, HLS will accept shares of Gifted Time Preferred
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tendered during that period immediately, and thus you will not be able to withdraw shares of Gifted Time Preferred
tendered during any subsequent offering period.

Procedure for Tendering Gifted Time Preferred Shares

The procedure for tendering shares of Gifted Time Preferred requires execution of a letter of transmittal and delivery
of that document and your shares of Gifted Time Preferred to HLS. We urge you to read the section captioned “The
Exchange Offer—Procedure for Tendering ” as well as the transmittal materials for more information.

Risk Factors

Upon the consummation of the exchange offer, the combined company will be subject to several risks. In deciding
whether to tender your shares of Gifted Time Preferred pursuant to the exchange offer, you should carefully read and

consider the risk factors contained in the section captioned ““ Risk Factors .”
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Ownership of HLS After the Offer

HLS estimates that former holders of Gifted Time Preferred will own, in the aggregate, approximately 4% of the
outstanding shares of HLS common stock, prior to any issuances upon exercise of warrants or achievement of the
after-tax profit goals. See the section captioned “The Exchange Offer—Ownership of HLS After the Offer.”
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SELECTED HISTORICAL FINANCIAL DATA

We are providing the following financial information to assist you in your analysis of the financial aspects of the stock
purchase. We derived historical information for Gifted Time Holdings Limited from the audited consolidated financial
statements of Gifted Time Holdings, Limited as of and for each of the years ended June 30, 2004, 2005 and 2006. The
selected historical financial data for the year ended June 30, 2002 and for the nine months ended March 31, 2007 is
unaudited. The selected historical financial data for the year ended June 30, 2003 is based on audited financial
statements that are not included with this filing. The unaudited financial information includes all adjustments,
consisting only of normal and recurring adjustments, that Gifted Time Holdings considers necessary for a fair
presentation of its financial position and operating results for the periods presented. The consolidated financial
statements are prepared and presented in accordance with generally accepted accounting principles in the United
States, or U.S. GAAP. We derived the Chardan historical information from the audited financial statements for the
period ended December 31, 2005 and year ended December 31, 2006. The selected historical financial statements for
the three months ended March 31, 2007 is unaudited. The unaudited financial information includes all adjustments,
including only normal adjustments, that Chardan considers necessary for a fair presentation of its financial position
and results of operations for the period presented. The selected financial data information is only a summary and
should be read in conjunction with each company’s historical consolidated financial statements and related notes
contained elsewhere herein. The financial statements contained elsewhere fully represent the financial condition and
operations of the companies that will be combined to form HLS, whose shares are being offered in this registration
statement. The historical results included below and elsewhere in this proxy statement/prospectus are not indicative of
the future performance of Gifted Time Holdings, Chardan or the combined company resulting from the business
combination.

GIFTED TIME HOLDINGS’ HISTORICAL FINANCIAL DATA

Nine Months
Ended March
Years Ended June 30, 31,
2002 2003 2004 2005 2006 2007
Statement of
Income Data (Unaudited) (Unaudited) (Unaudited)
Revenue $ 28,569,576 $ 35,985,608 $ 53,074,256 $ 79,572,832 $ 89,916,604 $ 68,320,498
Gross margin 30.84% 31.61% 28.58% 31.3% 35.6% 34.9%
Operating
income 3,262,957 3,515,563 7,431,631 13,875,018 18,994,434 13,222,308
Subsidy income 212,577 634,612 2,782 2,292,880 4,355,367 3,337,748
Net income (1) 1,664,779 2,227,134 4,735,276 13,703,521 18,051,255 11,858,174
Weighted
average common
shares 22,200,000 22,200,000 22,200,000 22,200,000 22,200,000 22,277,717
Income per share
aQ 0.07 0.10 0.21 0.62 0.81 0.53
Cash dividends
declared per
share - - - 0.06 0.07 -
March
At June 30, 31,
2002 2003 2004 2005
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