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CONNECTED TRANSACTIONS
RESTRUCTURING OF INTERESTS IN SUBSIDIARIES

The Board announces that on 5th December, 2003, the Dong Hua Agreement and the Dongguan
Welltec Agreement were entered into between (1) WIEL; (i1) Dongguan Foreign Economic; (iii) Hua
Ying Trading; and (iv) China Machinery. On the same date, the Dongguan Cosmos Agreement was
entered into between (i) WIEL; (ii) Dongguan Foreign Economic; (iii) Hua Ying Trading; (iv) China
Machinery; and (v) Dong Hua. The purpose of entering into the Agreements is to restructure the
Group’s shareholding interests in three subsidiaries of the Company, namely Dong Hua, Dongguan
Welltec and Dongguan Cosmos.

The three subsidiaries concerned are principally engaged in the production of plastic injection moulding
machinery, blow moulding machine, rubber injection moulding machine, auxiliary equipment for
plastic injection moulding machinery and metal fabricating machinery. Upon completion of the
Agreements, the three subsidiaries will have the same percentage shareholding structure. Given the
similar nature of business of the three subsidiaries, it is anticipated that the restructuring would
subsequently allow the Group to achieve a more efficient production process and internal resources
allocation and control. Competitiveness of the existing business can thus be enhanced while development
of new product can be benefited.

Since (i) Dongguan Foreign Economic and Hua Ying Trading are substantial shareholders of each of
Dong Hua and Dongguan Welltec; and (ii) Dong Hua is a substantial shareholder of Dongguan
Cosmos, the transactions contemplated under the Agreements constitute connected transactions of the
Company under the Listing Rules. As the aggregate consideration is less than 3% of the consolidated
net tangible assets of the Company as shown in its published unaudited interim accounts as at 30th
June, 2003, the Agreements are only required to be disclosed by way of press announcement. Details
of the Agreements will also be included in the next published annual report and accounts of the
Company.




THE AGREEMENTS

THE DONG HUA AGREEMENT

Pursuant to the Dong Hua Agreement:

(i)

(i1)

(111)

Dongguan Foreign Economic agreed to dispose of shareholding interest of 1.6% representing
RMB652,800 (equivalent to approximately HK$615,849) of the total registered capital in Dong Hua
to WIEL at the consideration of RMB 1,716,726 (equivalent to approximately HK$1,619,553);

Hua Ying Trading agreed to dispose of shareholding interest of 1.6% representing RMB652,800
(equivalent to approximately HK$615,849) of the total registered capital in Dong Hua to WIEL at
the consideration of RMB1,716,726 (equivalent to approximately HK$1,619,553); and

China Machinery agreed to dispose of shareholding interest of 0.4% representing RMB163,200
(equivalent to approximately HK$153,962) of the total registered capital in Dong Hua to WIEL at
the consideration of RMB429,182 (equivalent to approximately HK$404,889).

After completion of the Dong Hua Agreement, the aggregate percentage of shareholding interests of the
Minority Shareholders in Dong Hua shall be decreased from approximately 28.04% to approximately
24.44% and the percentage of shareholding interests of WIEL in Dong Hua shall be increased from
approximately 71.96% to approximately 75.56%.

THE DONGGUAN WELLTEC AGREEMENT

Pursuant to the Dongguan Welltec Agreement:

(1)

(ii)

(1i1)

Dongguan Foreign Economic agreed to dispose of shareholding interest of 1.6% representing
HK$894,720 of the total registered capital in Dongguan Welltec to WIEL at the consideration of
RMB1,365,428 (equivalent to approximately HK$1,288,140);

Hua Ying Trading agreed to dispose of shareholding interest of 1.6% representing HK$894,720 of
the total registered capital in Dongguan Welltec to WIEL at the consideration of RMB1,365,428
(equivalent to approximately HK$1,288,140); and

China Machinery agreed to dispose of shareholding interest of 0.4% representing HK$223,680 of
the total registered capital in Dongguan Welltec to WIEL at the consideration of RMB341,357
(equivalent to approximately HK$322,035).

After completion of the Dongguan Welltec Agreement, the aggregate percentage of shareholding interests
of the Minority Shareholders in Dongguan Welltec shall be decreased from approximately 28.04% to
approximately 24.44% and the percentage of shareholding interests of WIEL in Dongguan Welltec shall
be increased from approximately 71.96% to approximately 75.56%.



THE DONGGUAN COSMOS AGREEMENT

Pursuant to the Dongguan Cosmos Agreement, Dong Hua agreed to dispose of shareholding interest of:

(1)

(i1)

(1i1)

(iv)

4.97% representing HK$1,491,000 of the total registered capital in Dongguan Cosmos to WIEL at
the consideration of RMB2,125,906 (equivalent to approximately HK$2,005,572);

10.86% representing HK$3,258,000 of the total registered capital in Dongguan Cosmos to Dongguan
Foreign Economic at the consideration of RMB4,645,339 (equivalent to approximately
HK$4,382,395);

10.86% representing HK$3,258,000 of the total registered capital in Dongguan Cosmos to Hua Ying
Trading at the consideration of RMB4,645,339 (equivalent to approximately HK$4,382,395); and

2.72% representing HK$816,000 of the total registered capital in Dongguan Cosmos to China
Machinery at the consideration of RMB1,163,473 (equivalent to approximately HK$1,097,615).

After completion of the Dongguan Cosmos Agreement, the percentage of shareholding interests of WIEL
in Dongguan Cosmos shall be decreased from approximately 91.75%, of which approximately 21.16% is
held through its interests in Dong Hua, to approximately 75.56%, which is held as direct interests. The
aggregate percentage of shareholding interests of the Minority Shareholders in Dongguan Cosmos shall
be increased from approximately 8.25%, which is held through their respective shareholding interests in
Dong Hua, to approximately 24.44%, which is held as direct interests. The relevant changes of shareholding
are shown in the charts below.

Details of the subsidiaries of the Group involved in the Agreements are set out below:—

1.

WIEL

WIEL is wholly owned by the Company and was incorporated on 16th November, 1982 in Hong
Kong. WIEL and its subsidiaries are principally engaged in the manufacture and sale of plastic
injection moulding machinery and plastic products. WIEL is the immediate holding company of the
three subsidiaries involved, namely Dong Hua, Dongguan Welltec and Dongguan Cosmos.

Dong Hua

Dong Hua is a joint venture established on 12th August, 1986 in the PRC and is principally engaged
in the manufacturing and sale of plastic injection moulding machinery. Prior to the implementation
of the Dong Hua Agreement, Dong Hua is approximately 71.96% held by WIEL, approximately
12.46% held by Dongguan Foreign Economic, approximately 12.46% held by Hua Ying Trading,
and the remaining approximately 3.12% held by China Machinery.

For the two years ended 31st December, 2002, Dong Hua recorded an audited profit after tax of
RMB5,313,065 (equivalent to approximately HK$5,012,325) and RMB20,827,951 (equivalent to
approximately HK$19,649,010) respectively in accordance with the PRC accounting standards. The
audited net asset value of Dong Hua as at 31st December, 2002 was RMB 127,281,610 (equivalent
to approximately HK$120,076,991).



3.  Dongguan Welltec

Dongguan Welltec is a joint venture established on 30th March, 1993 in the PRC and is principally
engaged in the manufacturing and trading of plastic injection moulding machinery. Prior to the
implementation of the Dongguan Welltec Agreement, Dongguan Welltec is approximately 71.96%
held by WIEL, approximately 12.46% held by Dongguan Foreign Economic, approximately 12.46%
held by Hua Ying Trading, and the remaining approximately 3.12% is held by China Machinery.

For the two years ended 31st December, 2002, Dongguan Welltec recorded an audited profit after
tax of RMB820,498 (equivalent to approximately HK$774,055) and RMB9,316,215 (equivalent to
approximately HK$8,788,882) respectively in accordance with the PRC accounting standards. The
audited net asset value of Dongguan Welltec as at 31st December, 2002 was RMB84,931,754
(equivalent to approximately HK$80,124,296).

4. Dongguan Cosmos

Dongguan Cosmos is a joint venture established on 2nd December, 1991 in the PRC and is principally
engaged in the manufacturing and trading of machinery. Prior to the implementation of the Dongguan
Cosmos Agreement, Dongguan Cosmos is directly owned as to approximately 70.59% and 29.41%
by WIEL and Dong Hua respectively. Besides, through their respective interests in Dong Hua,
Dongguan Cosmos is approximately 21.16% held by WIEL, approximately 3.66% held by Dongguan
Foreign Economic, approximately 3.66% held by Hua Ying Trading, and the remaining approximately
0.93% is held by China Machinery.

For the two years ended 31st December, 2002, Dongguan Cosmos recorded an audited profit after
tax of RMB837,644 (equivalent to approximately HK$790,230) and RMB1,336,441 (equivalent to
approximately HK$1,260,793) respectively in accordance with the PRC accounting standards. The
audited net asset value of Dongguan Cosmos as at 31st December, 2002 was RMB42,699,808
(equivalent to approximately HK$40,282,838).

BASIS OF RESTRUCTURING

The restructuring of the shareholding interests was based on the attributed value of the net assets of the
shareholders as at 30th June, 2003 in the three subsidiaries of the Company. The audited net asset value
of Dong Hua, Dongguan Welltec and Dongguan Cosmos as at 30th June, 2003 were RMB107,295,408
(equivalent to approximately HK$101,222,083), RMB85,339,231 (equivalent to approximately
HK$80,508,708) and RMB42,774,759 (equivalent to approximately HK$40,353,546) respectively in
accordance with the PRC accounting standards.

Upon completion of the Agreements, all the three subsidiaries, namely, Dong Hua, Dongguan Welltec
and Dongguan Cosmos, will be approximately 75.56% held by WIEL, 10.86% held by Dongguan Foreign
Economic, 10.86% held by Hua Ying Trading, and the remaining 2.72% will be held by China Machinery.



CONSIDERATIONS OF RESTRUCTURING

The considerations of the Agreements will be payable in cash on completion which have been arrived at
after arm’s length negotiations between the parties after taking into account the financial performance of
each of Dong Hua, Dongguan Welltec and Dongguan Cosmos.

The Directors (including independent non-executive directors) consider that the use of audited net asset

value as at 30th June, 2003 of the above three subsidiaries as a basis for determination of consideration is
fair and reasonable.

COMPLETION DATE

Completion of the Agreements is expected to take place on 16th March, 2004 or such later date as the
parties of the respective Agreements may agree.

CHANGES IN SHAREHOLDINGS

The shareholding structure of the three subsidiaries immediately before completion of the Agreements is
shown below:
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The shareholding structure of the three subsidiaries immediately after completion of the Agreements is
shown below:
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REASONS FOR AND BENEFITS OF THE RESTRUCTURING

The Group is principally engaged in the business of trading, manufacturing and sale of industrial machinery
and industrial related products, manufacture and sale of plastic injection moulding machinery and plastic
product, and property development.

Dong Hua, Dongguan Welltec and Dongguan Cosmos are principally engaged in the production of plastic
injection moulding machinery, blow moulding machine, rubber injection moulding machine, auxiliary
equipment for plastic injection moulding machinery and metal fabricating machinery. Whilst the production
process of the subsidiaries are similar, but the operations are independent. Upon completion of the
Agreements, the three subsidiaries: Dong Hua, Dongguan Welltec and Dongguan Cosmos will be 75.56%
held by WIEL, 10.86% held by Dongguan Foreign Economic, 10.86% held by Hua Ying Trading, and the
remaining 2.72% will be held by China Machinery. The Directors plan to restructure the operations of the
three subsidiaries to achieve a more efficient production process and internal resources allocation.

The Directors (including independent non-executive directors) consider that the terms of the Agreements
are fair and reasonable and are in the interests of the Company and its shareholders taken as a whole.

CONDITIONS OF THE AGREEMENTS AND IMPLEMENTATION

Completion of the Agreements is conditional upon obtaining the approval from the respective board of
directors of Dong Hua, Dongguan Welltec and Dongguan Cosmos; the relevant PRC approval authorities
and the Company’s compliance with the Listing Rules.

The parties to the Agreements are in the process of preparing the relevant documents for the implementation
of the restructuring under the Agreements. Approvals from and registration with relevant PRC authorities
will be required in relation to the restructuring before it can be effective.



GENERAL

Since (i) Dongguan Foreign Economic and Hua Ying Trading are substantial shareholders of each of
Dong Hua and Dongguan Welltec; and (ii) Dong Hua is a substantial shareholder of Dongguan Cosmos,
the transactions contemplated under the Agreements constitute connected transactions of the Company
under the Listing Rules. As the consideration is less than 3% of the consolidated net tangible assets of the
Company as shown in its published unaudited interim accounts as at 30th June, 2003, the Agreements are
only required to be disclosed by way of press announcement. Details of the Agreements will also be
included in the next published annual report and accounts of the Company.

DEFINITIONS:

“Agreements”

“Board”

“China Machinery”

“Company”

“Directors”

“Dong Hua”

“Dong Hua Agreement”

“Dongguan Cosmos”

“Dongguan Cosmos Agreement”

means collectively the Dong Hua Agreement, the Dongguan Welltec
Agreement and the Dongguan Cosmos Agreement

means board of Directors

means ' B ¥ T. 3 # M % /4 5] (China National Light
Industrial Machinery Corporation®), an enterprise established in
the PRC, is (save and except for its holding of 3.12% interests in
each of Dong Hua and Dongguan Welltec) independent of and not
connected with the Directors, chief executive or substantial
shareholders of the Company, its subsidiaries or their respective
associates (as defined in the Listing Rules)

means Cosmos Machinery Enterprises Limited (X [f] # # 4> 2
£ FR 7~ ¥l ), a company incorporated in Hong Kong with limited
liability, whose securities are listed on the Stock Exchange

means directors of the Company (including independent non-
executive directors)

means Dong Hua Machinery Ltd. (3R 3 #§ i 45 B /& 7] ), a joint
venture established in the PRC and a non wholly-owned subsidiary
of the Company

means a sale and purchase agreement entered into on 5th December,
2003 between (i) WIEL; (ii) Dongguan Foreign Economic; (iii)
Hua Ying Trading; and (iv) China Machinery to restructure the
shareholding interests in Dong Hua

means Dongguan Cosmos Machinery Ltd. (# 5¢ K [i] 1 i A7 [
/v Hl ), a joint venture established in the PRC and a non wholly-
owned subsidiary of the Company

means a sale and purchase agreement entered into on Sth December,
2003 between (i) WIEL; (ii) Dongguan Foreign Economic; (iii)
Hua Ying Trading; (iv) China Machinery; and (v) Dong Hua to
restructure the shareholding interests in Dongguan Cosmos

e



“Dongguan Foreign Economic” means # 5E 117 Ah 5E 8 2 A7 R A ®] (Dongguan City Foreign
Economic Industrial Company Limited*), an enterprise established
in the PRC

“Dongguan Welltec” means Dongguan Welltec Machinery Ltd. (% 7€ #& K #& i A7 F2
/v W), a joint venture established in the PRC and a non wholly-
owned subsidiary of the Company

“Dongguan Welltec Agreement” means a sale and purchase agreement entered into on Sth December,
2003 between (i) WIEL; (i1) Dongguan Foreign Economic; (iii)
Hua Ying Trading; and (iv) China Machinery to restructure the
shareholding interests in Dongguan Welltec

“Group” means the Company and its subsidiaries

“HK$” means Hong Kong dollars, the lawful currency of Hong Kong

“Hua Ying Trading” means W 56 117 ¥ & ¥ 5 41 R 2 7] (Dongguan City Hua Ying
Trading Company Limited*), an enterprise established in the PRC

“Listing Rules™ means the Rules Governing the Listing of Securities on the Stock
Exchange

“Minority Shareholders” means collectively Dongguan Foreign Economic, Hua Ying Trading

and China Machinery

“PRC” means the People’s Republic of China

“RMB” means Renminbi, the lawful currency of the PRC

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

“WIEL” means Welltec Industrial Equipment Limited (¥ K #§ ik &% i

FE 2 ¥ ), 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, 5th December, 2003

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

(For the purpose of this announcement, translation of RMB into HKY is based on the approximate exchange rate HK$1.00:
RMBI.06)

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