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CONNECTED TRANSACTION

SUMMARY

The Directors of the Company announce that WIEL, a wholly owned subsidiary of the Company, and the Vendor, a substantial shareholder of Cosmos Bigtide, a
non wholly owned subsidiary of the Company, entered into the Agreement on 21st July, 2003. Pursuant to the Agreement, WIEL agreed to purchase in cash the
capital interest in the amount of RMB2,700,000 (equivalent to approximately HKD2,559,242), representing 15% of the total registered capital in Cosmos
Bigtide from the Vendor for the consideration of RMB2,700,000 (equivalent to approximately HKD2,559,242).

As the Vendor is a substantial shareholder of Cosmos Bigtide, therefore, entering into the Agreement by WIEL and the Vendor constitutes a connected
transaction of the Company pursuant to the Listing Rules. As the consideration for the Acquisition represents less than three percent of the audited consolidated
net tangible asset value of the Company and its subsidiaries as at 31st December, 2002, no shareholders’ approval is required for such connected transaction and
only certain specified details of such transaction are required to be disclosed in this announcement and the Company’s next annual report. This announcement is
made pursuant to Rule 14.25 of the Listing Rules for the purposes of providing the shareholders of the Company with brief details relating to the Acquisition.

THE AGREEMENT
Date of the Agreement
21st July, 2003

Parties
i. WIEL
ii. the Vendor

Particulars of the Agreement

Pursuant to the Agreement, WIEL has agreed to purchase in cash the
capital interest in the amount of RMB2,700,000 (equivalent to
approximately HKD2,559,242), representing 15% of the total registered
capital in Cosmos Bigtide from the Vendor for the consideration of
RMB2,700,000 (equivalent to approximately HKD2,559,242).

Prior to completion of the Acquisition, Cosmos Bigtide is owned by WIEL
and the Vendor as to 85% and 15% respectively.
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Particulars of Assets to be Acquired

Cosmos Bigtide, located in Shenyang, the PRC and incorporated in 1999
as a Sino-foreign joint venture of which the principal businesses are plastic
processing and manufacturing of plastic products in the PRC. It is presently
owned as to 85% by WIEL and as to 15% by the Vendor. The board of
directors of Cosmos Bigtide consists of 7 directors, 5 of which are
appointed by WIEL and the chairman of the board of directors of Cosmos
Bigtide is appointed by WIEL. For all purposes, the quorum for directors’
meetings requires two-third of the total number of the directors entitled to
vote. The contract of joint venture for Cosmos Bigtide is for a term of 30
years commencing in November, 1998. The total investment sum and the
total registered capital of Cosmos Bigtide amounted to RMB30,000,000
(equivalent to approximately HKD28,436,018) and RMB18,000,000
(equivalent to approximately HKD17,061,611) respectively. In relation to
the difference between the total investment cost and the total registered
capital, RMB&,900,000 (equivalent to approximately HKD8,436,019) of
which is financed by a short-term bank loan and the rest of which the
Company is under no obligation to inject. On and subsequent to completion
of the Agreement, Cosmos Bigtide will be owned as to 100% by WIEL.
The audited net loss after tax of Cosmos Bigtide for the year ended 31st
December, 2001 amounted to RMB167,182 (equivalent to approximately
HKD158,466) and the audited net profit after tax for the year ended 31st
December, 2002 amounted to RMB62,233 (equivalent to approximately
HKD58,989) with a grant of preferential tax treatment duly approved by
the Administration of Taxation of Shenyang* (¥ [ 7 Bl & Bi % )% ).
Under such preferential tax treatment, Cosmos Bigtide was exempted
completely from the obligation to pay tax in an amount equal to 24% of
the net profit for the year ended 31st December, 2002. The value of audited
net asset of Cosmos Bigtide as at 31st December, 2002 amounted to
RMB17,636,984 (equivalent to approximately HKD16,717,520) according
to the PRC recognized accounting standard. There shall be a premium of
the consideration of the Acquisition amounted to approximately RMB54,452
(equivalent to approximately HKD51,613) as compared to the value of
audited net asset of Cosmos Bigtide. The accumulated loss of Cosmos
Bigtide for the two years ended 31st December, 2002 amounted to
approximately RMB427,334 (equivalent to approximately HKD405,056)
and RMB365,102 (equivalent to approximately HKD346,068) respectively.

Consideration

The consideration for the sale and purchase under the Agreement amounted
to RMB2,700,000 (equivalent to approximately HKD2,559,242) payable
to the Vendor by WIEL has been arrived at after arm’s length negotiations
between the parties and is on normal commercial terms after taking into
account the financial performance of Cosmos Bigtide.

The Directors, including independent non-executive directors, consider
using par value of the capital interest in Cosmos Bigtide as a basis of
calculation of consideration is fair and reasonable. Upon obtaining approval
from the relevant government authorities in the PRC, including the
Administration for Industry and Commerce in Shenyang* (i B 7 L

17 BL % 3 7)), the issue of capital verification report by auditors in the
PRC and other related procedures for completion of the Acquisition, WIEL
shall pay the consideration amounted to RMB2,700,000 (equivalent to
approximately HKD2,559,242) to the Vendor by internal resources.

Completion Date

Completion of the Agreement is conditional upon satisfaction of all
registration procedures as required by the relevant government authorities
in the PRC. Completion of the Agreement is expected to be on 22nd
September, 2003 or a later date as such parties may agree.

2. REASONS FOR ENTERING INTO THE AGREEMENT

The Group is principally engaged in trading of industrial tools,
manufacturing of machinery and plastic products. The Group’s strategy is
to develop its manufacturing business, including plastic processing and
plastic products business, and to enhance capital structure of the Group by
reallocation of resources to more effective uses. As the Group envisages
that there will be more satisfactory development for the plastic business in
the Mainland China market, the Directors consider the Acquisition an
essential step towards restructuring of such business. It is also the present
intention of the Directors to change the shareholding in Cosmos Bigtide
only as to comprehensively implement the Group’s strategic development
of its plastic business and to obtain better return of capital. Accordingly,
the Directors, including the independent non-executive directors of the
Company, 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.

3. GENERAL

As the Vendor is a substantial shareholder of Cosmos Bigtide, therefore,
entering into the Agreement by WIEL and the Vendor constitutes a
connected transaction of the Company pursuant to the Listing Rules. The
consideration for the Acquisition represents less than three percent of the
audited consolidated net tangible asset value of the Company and its
subsidiaries as at 31st December, 2002. This announcement is made
pursuant to rule 14.25 of the Listing Rules for the purposes of providing
the shareholders of the Company with brief details relating to Acquisition.
Further details of the transaction will also be included in the next annual
report of the Company pursuant to the Listing Rules.

4. DEFINITIONS
“Acquisition” the acquisition of 15% capital interest in Cosmos
Bigtide by WIEL from the Vendor

“Agreement” a sale and purchase agreement dated 21st July,
2003 and entered into between WIEL and the
Vendor in respect of the Acquisition

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

“Cosmos Bigtide” Shenyang Cosmos Bigtide Plactic-Infusing Co.,
Ltd. (V& B3 K IR db %% 7 % BR /A #), a Sino-
foreign joint venture established in the PRC and
a non wholly owned subsidiary of the Company

“Directors” the directors of the Company

“Group” the Company together with its subsidiaries

“HKD” Hong Kong dollars, the lawful currency of Hong
Kong

“Listing Rules” the Rules Governing the Listing of Securities on

the Stock Exchange

“PRC” the People’s Republic of China

“RMB” Renminbi, the lawful currency of the PRC
“Stock Exchange” The Stock Exchange of Hong Kong Limited
“Vendor” Shenyang Bigtide Direction Group Co., Ltd.* (i

B AL %% 75 1m) 4 A R A #) ), formerly known
as Shenyang Bigtide Group Co., Ltd.* (¥ [ dt
# % M A I A A ), an enterprise established
in the PRC and a substantial shareholder of
Cosmos Bigtide

“WIEL” Welltec Industrial Equipment Limited, a company
incorporated in Hong Kong with limited liability
and a wholly owned subsidiary of the Company

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

Hong Kong, 21st July, 2003

Unless otherwise specified, the translation of RMB into HKD is based on the
exchange rate of HKD1.00:RMB1.055.

*  The English name is only a translation of its official Chinese name.
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