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COSMOS MACHINERY ENTERPRISES LIMITED

大同機械企業有限公司

(incorporated in Hong Kong with limited liability)

ANNOUNCEMENT

CONNECTED TRANSACTIONS

Fair Friend, a wholly owned subsidiary of the Company, has entered into the following two agreements on 20th December, 2000:

(1)
The First Agreement with the Center and Port Authority for a disposal by Fair Friend to the Center of 13.33% of the existing entire shareholding interest in Beijing Extech at a consideration of RMB2,000,000 (approximately HK$1,869,159) and to Port Authority of 46.67% of the existing entire shareholding interest in Beijing Extech at a consideration of RMB7,000,000 (approximately HK$6,542,056); and

(2)
The Second Agreement with the Center's Shareholders for an acquisition from the Center's Shareholders of 10% of the existing entire shareholding interest in the Center at a total consideration of RMB500,000 (approximately HK$467,290).

The Center is a substantial shareholder of Beijing Extech holding 40% of the existing entire shareholding interest in Beijing Extech, which is a subsidiary of the Company. Further, two of the Center's Shareholders are directors of Beijing Extech. According to the Listing Rules, each of the Center Disposal and the Acquisition constitutes a connected transaction for the Company.

The First Agreement

Parties 
:
(i)
Fair Friend, as the vendor;



(ii)
the Center, as the purchaser; and



(iii)
Port Authority, a third party independent from the directors, chief executive or substantial shareholders of the Company or its subsidiaries or their respective associates, as the purchaser.

Date of the agreement
: 
20th December, 2000

Assets disposed of 
:
13.33% of the existing entire shareholding interest in Beijing Extech (to be disposed of to the Center) and 46.67% of the existing entire shareholding interest in Beijing Extech (to be disposed of to Port Authority), together representing the existing entire shareholding interest of Fair Friend in Beijing Extech.

The Second Agreement

Parties 
:
(i)
Center's Shareholders: Wang Xuesun, Zhong Longbao, You Dajiang, Lei Dingyi, Wu Bei and Jing Shuying (as represented by Wang Xuesun) as the vendors, of whom Wang Xuesun and You Dajiang are directors of Beijing Extech; and



(ii) 
Fair Friend as the purchaser.

Date of the agreement 
: 
20th December, 2000

Asset acquired 
: 
10% of the existing entire shareholding interest in the Center

Shareholding Structure before and after the Transactions

Before the Transactions
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After completion of the Transactions
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Information relating to Beijing Extech

Beijing Extech is a company established on 12th May, 1998 in the PRC. It carries on the business of research, development and sale of CAD/CAM/PDM/CPC and control system, design of factory automation technology systems, consulting and system integration. The profit of Beijing Extech for the period of approximately seven months ended 31st December, 1998 and for the year ended 31st December, 1999 (both based on its audited accounts compiled in the PRC) is RMB1,352,034 (approximately HK$1,263,583) and RMB735,552 (approximately HK$687,432) respectively. The net asset value of Beijing Extech as at 31st December, 1999 (based on its audited accounts compiled in the PRC) is RMB6,024,252 (approximately HK$5,630,142).

Information relating to the Center

The Center is established on 15th September, 1994 in the PRC. It carries on business in the management and control of electricity supply systems, research and development of automation technology, and research, development and application of innovative systems in enterprises. The profit of the Center for the year ended 31st December, 1998 (based on its unaudited accounts) is RMB214,875 (approximately HK$200,818) and the loss of the Center for the year ended 31st December, 1999 (based on its unaudited accounts) is RMB20,988 (approximately HK$19,615). The net asset value of the Center as at 31st December, 1999 (based on its unaudited accounts) is RMB1,482,737 (approximately HK$1,385,736).

Reasons for the Center Disposal and the Acquisition

The core business of the Group is manufacturing of machinery, plastic products and plastic processing and audio equipments. The Company considers that the major business of Beijing Extech is not part of the core business of the Group, and the Center Disposal and the Port Authority Disposal will bring a gain of approximately RMB1,333,333 (approximately HK$1,246,106) and approximately RMB4,666,667 (approximately HK$4,361,371) respectively for the Group. The Acquisition is entered into in conjunction with the Center Disposal and the Port Authority Disposal, and the Transactions have been negotiated by the parties as a whole. The directors (including independent non-executive directors) of the Company consider that the terms of the Center Disposal, the Port Authority Disposal and the Acquisition are fair and reasonable and in the interest of the Company.

Consideration for the Center Disposal

The consideration for the Center Disposal is RMB2,000,000 and the consideration for the Port Authority Disposal is RMB7,000,000. The proceeds of sale of the Center Disposal and Port Authority Disposal in the sum of RMB9,000,000 (approximately HK$8,411,215) will be used as general working capital of the Group. The consideration for the Center Disposal was arrived at after arm's length negotiations between the parties and by reference to the net asset value of Beijing Extech basing on a valuation report compiled by CHT Certified Public Accountants Co. Ltd (中天信會計師事務所有限責任公司) in the PRC in October 2000. The consideration for the Center Disposal is to be paid in cash by the Center at the completion of the First Agreement.

Under the terms of the First Agreement, the Center and the Port Authority also agree that, within 30 days after the date of completion, Beijing Extech will repay (i) the loan owing by Beijing Extech to Fair Friend; and (ii) all debts guaranteed by Fair Friend for Beijing Extech. Currently, the loan owing by Beijing Extech to Fair Friend amounts to approximately HK$1,200,000, and the debts guaranteed by Fair Friend for Beijing Extech amount to HK$2,000,000.

Consideration for the Acquisition

The consideration of RMB500,000 for the Acquisition was arrived at after arm's length negotiations between the parties, taking into account the net asset value of the Center basing on a valuation report compiled by Guo You Da Zheng Assets Appraisal Co. Ltd (北京國友大正資產評估有限公司)in the PRC in October 2000. The consideration for the Acquisition is funded by internal resources of the Group. The consideration for the Acquisition is to be paid in cash by Fair Friend at the completion of the Second Agreement.

Conditions precedent

The obligation of the two purchasers to pay the consideration under the First Agreement is subject to the satisfaction of certain conditions precedent, which include the approval by the board of directors of Beijing Extech, the approval of the First Agreement by relevant approval authorities, and the compliance of relevant requirements of the Stock Exchange.

The obligation of Fair Friend to pay the consideration under the Second Agreement is subject to the satisfaction of certain conditions precedent, including the conditions that (i) the obtaining of board approval of Fair Friend and the Center; (ii) the satisfaction of all conditions precedent for the payment of consideration under the First Agreement; (iii) the compliance of relevant requirements of the Stock Exchange; and (iv) the issue by management bodies of certification for the capacity of Fair Friend to acquire the shareholding.

General

The major business of the Group is manufacturing of machinery, plastic products and plastic processing and audio equipments..

Under the terms of the First Agreement, the Center Disposal will be completed within the fifteenth working day after all the conditions precedent in the First Agreement are satisfied.

Under the terms of the Second Agreement, the Acquisition will be completed on the fifteenth working day after all the conditions precedent in the Second Agreement are satisfied.

As the Center Disposal constitutes a connected transaction for the Company required to be disclosed under the Listing Rules and the Acquisition is entered into in conjunction with the Center Disposal, the Center Disposal and the Acquisition are now disclosed by way of this press notice and details of them will be included in the next published annual report of the Company.

For the purpose of this announcement, amounts in Renminbi are translated into Hong Kong dollars at the rate of RMB1.07=HK$1.

Definitions

 “Acquisition”
 : 
an acquisition by Fair Friend from the Center's Shareholders of 10% of the existing entire shareholding interest in the Center at a total consideration of RMB500,000

“Beijing Extech” 
:
Beijing EXTECH Industry Automation Technology Co., Ltd.北京艾克斯特工業自動化技術有限公司

the “Center” 
: 
Beijing EXTECH Software Technology Center北京艾克斯特軟件技術中心

“Center Disposal” 
:
a disposal by Fair Friend to the Center of 13.33% of the existing entire shareholding interest in Beijing Extech at a consideration of RMB2,000,000

“Center's Shareholders” 
:
Wang Xuesun (王學順), Zhong Longbao (鐘龍寶), You Dajiang (尤大江), Lei Dingyi (雷定一), Wu Bei (吳蓓)and Jing Shuying(刑樹英) being the shareholders of the Center

the “Company” 
: 
Cosmos Machinery Enterprises Limited

“Fair Friend” 
: 
Fair Friend (Hong Kong) Enterprise Co., Limited

“First Agreement” 
: 
An agreement dated 20th December, 2000 between Fair Friend, the Center and Port Authority in relation to the Center Disposal and the Port Authority Disposal

“Group” 
:
the Company and its subsidiaries

the “Listing Rules” 
:
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited

“Port Authority” 
:
the Port of Tian jin Authority 天津港務局

“Port Authority Disposal” 
:
a disposal by Fair Friend to Port Authority of 46.67% of the existing entire shareholding interest in Beijing Extech at a consideration of RMB7,000,000

“PRC” 
:
the People's Republic of China

“Second Agreement” 
:
an agreement dated 20th December, 2000 between Fair Friend and the Center's Shareholders in relation to the Acquisition

“Stock Exchange” 
:
The Stock Exchange of Hong Kong Limited

the “Transactions” 
:
the Center Disposal and Port Authority Disposal under the First Agreement, and the Acquisition under the Second Agreement

By Order of the Board
TANG To
Chairman
Hong Kong, 20th December, 2000
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