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(Incorporated in Hong Kong under the Companies Ordinance)

DISCLOSEABLE AND CONNECTED TRANSACTIONS

SUMMARY

The directors (the "Directors") of Cosmos Machinery Enterprises Limited (the "Company"), together with its subsidiaries (the "Group"), announce that Grand Technology Products Limited ("GTPL"), a wholly owned subsidiary of the Company, and 無錫格蘭機械廠 ("WX Factory"), a substantial shareholder of two non wholly owned subsidiaries of the Company, have entered into a sale and purchase agreement (the "Agreement") with Wuxi Grand Tech Machinery Co., Ltd. (無錫格蘭機械有限公司) (the "Purchaser"), another non wholly owned subsidiary of the Company on 1st March, 2002. Pursuant to the Agreement, GTPL and WX Factory have agreed to dispose of the capital interests in the respective amounts of USD195,000 (equivalent to approximately HKD1,508,781) and USD187,500 (equivalent to approximately HKD1,450,751), representing 26% and 25% of the total registered capital in Wuxi Grand Plastic Machine Manufacture Co., Ltd (無錫格蘭塑機製造有限公司) ("WX Plastic") to the Purchaser for the respective considerations of USD961,860 (equivalent to approximately HKD7,439,059) and USD924,865 (equivalent to approximately HKD7,152,941).

The acquisition of 51% capital interest in WX Plastic by the Purchaser from GTPL and WX Factory constitutes a discloseable transaction of the Company under the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Listing Rules"). Further, as WX Factory is a substantial shareholder of each of WX Plastic and the Purchaser, and also because the transactions are between a wholly owned subsidiary and a non wholly owned subsidiary of the Company, the transactions contemplated under the Agreement also constitute connected transactions of the Company under the Listing Rules and are subject to approval by shareholders of the Company independent from WX Factory and its associates. So far as the Directors are aware, WX Factory and its associates do not hold any shares in the Company. An independent financial adviser will be appointed to advise the independent board committee of the Company on the terms of the Agreement. A circular containing, among other things, details of the Agreement, the letter from the independent board committee of the Company and the letter from the independent financial adviser together with a notice to convene an extraordinary general meeting to consider and, if thought fit, to approve the transactions contemplated under the Agreement (the "EGM") will be despatched to the shareholders of the Company as soon as practicable pursuant to the Listing Rules.

1.
THE AGREEMENT

Date

1st March, 2002

Parties

i.
GTPL, a wholly owned subsidiary of the Company as the vendor to dispose of 26% capital interests in WX Plastic;

ii.
WX Factory, a substantial shareholder of two non wholly owned subsidiaries of the Company as the vendor to dispose of 25% capital interests in WX Plastic; and

iii.
The Purchaser, a non wholly owned subsidiary of the Company as the purchaser to acquire 51% capital interests in WX Plastic.

Particulars of the Agreement

Pursuant to the Agreement, GTPL and WX Factory have agreed to dispose of the capital interests in the respective amounts of USD195,000 (equivalent to approximately HKD1,508,781) and USD187,500 (equivalent to approximately HKD1,450,751), representing 26% and 25% of the total registered capital of WX Plastic to the Purchaser for the respective considerations of USD961,860 (equivalent to approximately HKD7,439,059) and USD924,865 (equivalent to approximately HKD7,152,941). Prior to completion of the Agreement, each of WX Plastic and the Purchaser is owned as to 51% by GTPL and 49% by WX Factory.

Shareholding structure immediate before the transactions
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Shareholding structure after completion of the transactions
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Particulars of assets to be disposed

WX Plastic, located in Wuxi, the People's Republic of China ("PRC"), was incorporated in the PRC in 1997 as a Sino-foreign joint venture of which the principal businesses are manufacturing, assembling and sale of plastic injection moulding machines in the PRC. It is owned as to 51% by GTPL and as to 49% by WX Factory. On and subsequent to completion of the Agreement, WX Plastic will be owned as to 51% by the Purchaser, as to 25% by GTPL and as to 24% by WX Factory. The total registered capital of WX Plastic amounted to USD750,000 (equivalent to approximately HKD5,803,004). The Sino-foreign joint venture contract is for a term of 30 years commencing on 10th September, 1997, which is renewable six months before its expiry. As there was no taxation payable, the audited net profit before and after taxation of WX Plastic for the two years ended 31st December, 2000 amounted to RMB5,006,628.28 (equivalent to approximately HKD4,679,091) and RMB10,712,193.23 (equivalent to approximately HKD10,011,396) respectively. The audited net asset value of WX Plastic as at 31st December, 2000 amounted to RMB27,273,164.21 (equivalent to approximately HKD25,488,939). It is expected that in connection with the completion of the Agreement, a supplemental contract will be signed by the GTPL, the Purchaser and WX Factory to amend the Sino-foreign joint venture contract for the purpose of reflecting the changes effected by the transactions under the Agreement.

Consideration

The considerations for the sale and purchase under the Agreement amounted to USD961,860 (equivalent to approximately HKD7,439,059) and USD924,865 (equivalent to approximately HKD7,152,941) respectively and shall be payable upon completion of the Agreement in the following manners:-

1.
issue of new capital interests in the amount of USD961,860 (equivalent to approximately HKD7,439,059) by the Purchaser to GTPL;

2.
(i)
issue of new capital interests in the amount of USD924,140 (equivalent to approximately HKD7,147,331) by the Purchaser to WX Factory; and


(ii)
cash payment of RMB6,002.86 (equivalent to approximately HKD5,610) by the Purchaser to WX Factory being the difference between the amount of the 25% capital interests in WX Plastic and the amount of the capital interests to be issued by the Purchaser to WX Factory.

Such considerations have been arrived at after arm's length negotiations between the parties and are on normal commercial terms after taking into account the financial performance and net asset value of WX Plastic and the Purchaser. The total consideration of USD1,886,725 (equivalent to approximately HKD14,592,000) represents a 10% discount to the attributable 51% of the unaudited net asset value of WX Plastic (base on PRC accounting standard) in the approximate amount of USD4,110,513 (equivalent to approximately HKD31,790,850) as at 31st August, 2001.

Information relating to the Purchaser

The Purchaser, located in Wuxi, the PRC, was incorporated in the PRC in 1992 as a Sino-foreign joint venture of which the principal businesses are manufacturing, assembling and sale of plastic injection moulding machines in the PRC. After completion of the Agreement, the Purchaser will still be owned as to 51% by GTPL and as to 49% by WX Factory. The total registered capital of the Purchaser amounted to USD4,700,000 (equivalent to approximately HKD28,510,578) and will be increased to USD6,586,000 (equivalent to approximately HKD43,096,968) upon completion of the Agreement. The Sino-foreign joint venture contract is for a term of 30 years commencing on 21st September, 1992, which is renewable six months before its expiry. The audited net profit before taxation of the Purchaser for the two years ended 31st December, 2000 amounted to RMB8,151,208.04 (equivalent to approximately HKD7,617,951) and RMB7,498,157.98 (equivalent to approximately HKD7,007,624) respectively and the audited net profit after taxation of the Purchaser for the two years ended 31st December, 2000 amounted to RMB7,088,131.43 (equivalent to approximately HKD6,624,422) and RMB6,302,075.55 (equivalent to approximately HKD5,889,790) respectively. The audited net asset value of the Purchaser as at 31st December, 2000 amounted to RMB52,458,589.06 (equivalent to approximately HKD49,026,719). It is expected that in connection with the completion of the Agreement, a supplemental contract will be signed by the GTPL and WX Factory to amend the Sino-foreign joint venture contract for the purpose of reflecting the changes effected by the transactions under the Agreement.

Completion date

Completion of the Agreement shall be on the 15th business day after the conditions as set out in the Agreement have been satisfied. Such conditions includes, inter alia, the following:-

(i)
obtaining approval from the relevant government authorities in the PRC for the transactions under the Agreement and other related conditions; and

(ii)
obtaining approval from the independent shareholders of the Company at the EGM.

It is expected that following completion of the Agreement, there will be no change in the board of directors of both of the Purchaser and WX Plastic and the profit of the Purchaser and the WX Plastic will be shared between their respective shareholders in accordance with the respective shareholdings.

2.
REASONS FOR ENTERING INTO THE AGREEMENT

The Group is principally engaged in manufacturing and trading of plastic injection moulding machines and industrial tools. It is the Group's strategy to strengthen its capital structure and to reallocate resources for use in a more effective way. The Directors consider that the disposal by GTPL for a total of 26% in WX Plastic in consideration of the increase of the amount of its capital contribution in the Purchaser is in line with the Group's current business strategy. Accordingly, the Directors, including the independent non-executive directors of the Company, also consider that the terms of the Agreement are in the interest of the Company and are fair and reasonable so far as the Company and its shareholders are concerned.

3.
GENERAL

The acquisition of 51% capital interest in WX Plastic by the Purchaser from GTPL and WX Factory constitutes a discloseable transaction of the Company under the Listing Rules. Further, as WX Factory is a substantial shareholder of each of WX Plastic and the Purchaser, and also because the transactions are between a wholly owned subsidiary and a non-wholly owned subsidiary of the Company, the transactions contemplated under the Agreement also constitute connected transactions of the Company under the Listing Rules and are subject to the approval by shareholders of the Company independent from WX Factory and its associates. So far as the Directors are aware, WX Factory and its associates do not hold any shares in the Company. An independent financial adviser will be appointed to advise the independent board committee of the Company on the terms of the Agreement. A circular containing, among other things, the letter from the independent board committee of the Company and the letter from independent financial adviser together with a notice of the EGM will be despatched to the shareholders of the Company as soon as practicable in accordance with the Listing Rules.

By Order of the Board

Cosmos Machinery Enterprises Limited

TANG To

Chairman

Hong Kong, 1st March, 2002

Unless otherwise specified, the translation of Renminbi into Hong Kong dollars is based on the exchange rate of HKD1.00:RMB1.07 and the translation of United States dollars into Renminbi is based on the exchange rate of USD1.00:RMB8.275417.

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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