The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement,
makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
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COSMOS MACHINERY ENTERPRISES LIMITED
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(Incorporated in Hong Kong with limited liabilities)

CONNECTED TRANSACTION

SUMMARY

The Directors announce that JEI, a wholly owned subsidiary of the Company and GHIL, a non wholly
owned subsidiary of the Company, have entered into the Agreement on 25th October, 2002. Pursuant
to the Agreement, JEI has agreed to subscribe in cash for the New Shares at a subscription price of
HKD1.00 each, representing approximately 53% of the enlarged issued share capital of GHIL
immediately after the completion of the Subscription.

As JEI is a wholly owned subsidiary of the Company, the Subscription, being a transaction between
JEI and GHIL, a non wholly owned subsidiary of the Company, constitutes a connected transaction of
the Company under Chapter 14 of the Listing Rules and is subject to approval by independent
shareholders of the Company. To the extent that any of the minority shareholders of GHHL and of
Sunford has interest in shares in the Company, the relevant minority shareholder will be required to
abstain from voting at the EGM. Neither GHHL, Sunford or Mr. Lau has any interest in shares in the
Company as at the date of this announcement. An independent board committee of the Company will
be set up to advise the independent shareholders of the Company on the terms of the Agreement, and
an independent financial adviser will be appointed to advise the independent board committee. A
circular containing, among other things, details of the Agreement, a letter from the independent board
committee of the Company and a letter from the independent financial adviser together with a notice
to convene the EGM to consider and, if thought fit, to approve the transactions contemplated under
the Agreement will be despatched to the shareholders of the Company as soon as practicable pursuant
to the Listing Rules.

1. THE AGREEMENT
Date of the Agreement
25th October, 2002
Parties

1. JEI, being the subscriber of the New Shares
ii.  GHIL, being the issuer of the New Shares
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Particulars of the Agreement

Pursuant to the Agreement, JEI has agreed to subscribe in cash for the New Shares at a subscription
price of HKD1.00 each, representing approximately 53% of the enlarged issued share capital of
GHIL immediately after the completion of the Subscription.

Prior to completion of the Subscription, JEI owns 4,660,174 shares in GHIL, representing
approximately 21% of the existing issued share capital of GHIL.

Shareholding of GHIL immediate before the Subscription
(with approximate percentage figures)
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Particulars of the New Shares to be subscribed

The New Shares represent approximately 115% of the existing issued share capital of GHIL and
approximately 53% of the enlarged issued share capital of GHIL respectively. The New Shares,
fully paid upon allotment, shall rank pari passu in all respects with all existing shares of GHIL in
issue as at the date of completion of the Agreement.

GHIL was incorporated in Hong Kong on 12th April, 1990 as a limited company, the principal
business of which is manufacturing, assembling and designing of electronic products in the People’s
Republic of China. The issued shares in GHIL are presently owned as to approximately 68% by
GHHL (the issued shares of which are in turn owned as to 80% by JEI), as to approximately 21%
by JEI directly, as to approximately 9% by MSEL (which is in turn owned as to approximately 86%
by JEI) and as to approximately 2% by Mr. Lau. It is expected that, immediately after completion
of the Agreement, the issued shares in GHIL will be owned by GHHL as to 14,840,000 shares
(representing approximately 32% of the enlarged issued share capital of GHIL), by JEI directly as
to 29,660,174 shares (representing approximately 63% of the enlarged issued share capital of GHIL),
by MSEL as to 1,935,000 shares (representing approximately 4% of the enlarged issued share
capital of GHIL), and by Mr. Lau as to 330,000 shares (representing approximately 1% of the
enlarged issued share capital of GHIL). The Group has no present intention to acquire the remaining
shares of GHIL. The total issued share capital of GHIL as at 31st December, 2001 amounted to
21,765,174 shares of HKD1.00 each. The audited net loss of GHIL for the two years ended 31st
December, 2000 and 31st December, 2001 amounted to HKD&8,351,852 and HKD19,256,746
respectively (GHIL not having tax liability in those two years). The value of the audited net assets
of GHIL as at 31st December, 2000 amounted to HKD12,369,051, and the audited net liabilities of
GHIL as at 31st December, 2001 amounted to HKD6,904,518.

Subscription Price

The subscription price of HKD1.00 for each of the New Shares payable to GHIL by JEI has been
arrived at after arm’s length negotiations between the parties to the Agreement and is on normal
commercial terms after taking into account the financial position of GHIL.

The Directors consider that, in view of the current financial position of GHIL, using the par value
of shares in the capital of GHIL as the subscription price is fair and reasonable. The total subscription
price amounted to HKD25,000,000 and shall be paid on the date of the completion of the Agreement
by internal resources of JEI.

Completion date

Completion of the Agreement is conditional upon satisfaction of a number of conditions precedent
set out in the Agreement, including but not limited to the obtaining of the approval of shareholders
of the Company independent from GHHL and its associates at the EGM, and the fulfillment and
compliance of all requirements of the Companies Ordinance (Cap. 32 of the Laws of Hong Kong).
Completion of the Agreement shall take place on the 15th business day following the fulfillment of
the conditions precedent, or such later date as the parties may agree.



REASONS FOR ENTERING INTO THE AGREEMENT

The Group remains principally engaged in manufacturing and trading of machinery and industrial
tools. The strategy is to consolidate its manufacturing business, including electronic products and to
strengthen capital structure of the Group by reallocation of resources to more effective uses. The
funds raised by GHIL from the Subscription will be used as working capital of GHIL. The Directors
consider that the Subscription is in line with the Group’s current business strategy and the Agreement
is entered into with a view to enhance the operation of the Company and its subsidiaries as a whole.
Accordingly, the Directors, including the independent non-executive Directors, consider that the
terms of the Agreement are in the interest of the Company and are fair and reasonable so far as
shareholders of the Company are concerned.

GENERAL

As JEI is a wholly owned subsidiary of the Company, the Subscription, being a transaction between
JEI and GHIL, a non wholly owned subsidiary of the Company, constitutes a connected transaction
of the Company under Chapter 14 of the Listing Rules and is subject to approval by independent
shareholders of the Company. To the extent that any of the minority shareholders of GHHL and of
Sunford has interest in shares in the Company the relevant minority shareholder will be required to
abstain from voting at the EGM. Neither GHHL, Sunford or Mr. Lau has any interest in shares in
the Company as at the date of this announcement. An independent board committee of the Company
will be set up to advise the independent shareholders of the Company on the terms of the Agreement,
and an independent financial adviser will be appointed to advise the independent board committee.
A circular containing, among other things, details of the Agreement, a letter from the independent
board committee of the Company and a letter from the independent financial adviser together with a
notice to convene the EGM will be despatched to the shareholders of the Company as soon as
practicable pursuant to the Listing Rules.

The Directors have noted the recent increases in the price of the shares of the Company and wish to
state that, save as mentioned herein, they are not aware of any reasons for such increases. The
Directors also confirm that, save and except as mentioned herein, there are no negotiations or
agreements relating to intended acquisitions or realisations which are discloseable under paragraph
3 of the Listing Agreement, neither is the board of Directors aware of any matter discloseable under
the general obligation imposed by paragraph 2 of the Listing Agreement, which is or may be of a
price-sensitive nature.

DEFINITIONS

“Agreement” a subscription agreement dated 25th October, 2002 and entered
into between JEI and GHIL in respect of the Subscription

“Company” Cosmos Machinery Enterprises Limited, a company incorporated
in Hong Kong with limited liability, whose securities are listed on
the Stock Exchange

“Directors”™ the directors of the Company

“EGM” an extraordinary general meeting of the Company to be held to
approve, inter alia, the Agreement and the transactions contemplated
thereunder

.



“GHHL”

6‘GH[L’?

6‘Gr0up!‘

6GJEI!!

“Listing Agreement”
“Listing Rules™

“Mr. Lau”

“MSEL”

“New Shares”

“Stock Exchange”

“Subscription™

“Sunford”

Hong Kong, 25th October, 2002

Glory Horse (Holdings) Limited, a company incorporated in Samoa
and a non wholly owned subsidiary of the Company

Glory Horse Industries Limited, a company incorporated in Hong
Kong with limited liability and a non wholly owned subsidiary of
the Company

the Company and its subsidiaries

Jackson Equities Incorporated, a company incorporated in the
British Virgin Islands and a wholly owned subsidiary of the
Company

has the meaning ascribed thereto under the Listing Rules
the Rules Governing the Listing of Securities on the Stock Exchange

Mr. LAU Kwok Yau, a shareholder of GHIL and an independent
third party not connected with the Group, the Directors and the
substantial shareholders of the Company (other than in relation to
holdings in GHIL)

Ming Sun Enterprises Limited, a company incorporated in Hong
Kong with limited liability and a non wholly owned subsidiary of
the Company

25,000,000 new shares of par value of HKD1.00 each in the capital
of GHIL

The Stock Exchange of Hong Kong Limited

the subscription of New Shares by JEI at a subscription price of
HKD1.00 each

Sunford Enterprises Limited, a company incorporated in the British
Virgin Islands and a non wholly owned subsidiary of the Company

By Order of the Board
Cosmos Machinery Enterprises Limited
TANG To
Chairman

“Please also refer to the published version of this announcement in The Standard”.
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