THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in doubt as to any aspect of this circular or as to the action to be taken, you should consult a
licensed securities dealer, bank manager, solicitor, professional accountant or other professional adviser.

If you have sold or transferred all your shares in COSMOS MACHINERY ENTERPRISES LIMITED (the
“Company”), you should at once hand this circular and the accompanying form of proxy to the purchaser or
to the bank, the licensed securities dealer or other agent through whom the sale or transfer was effected for
transmission to the purchaser.

This circular is addressed to the shareholders of the Company in connection with the Company’s extraordinary
general meeting to be held on 19 October 2004. This circular is not and does not constitute an offer of, nor
is it calculated to invite offers for, shares or other securities of the Company.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, 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 circular.
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COSMOS MACHINERY ENTERPRISES LIMITED
AEHEBEEXEETR QA

(Incorporated in Hong Kong with limited liability)
(Stock Code: 118)

PROPOSAL FOR BONUS ISSUE OF SHARES

A notice convening an extraordinary general meeting (the “Extraordinary General Meeting”) of the Company
to be held at Conference Room, 8th Floor, Tai Tung Industrial Building, 29-33 Tsing Yi Road, Tsing Yi Island,
New Territories, Hong Kong on 19 October 2004 at 10:00 a.m. is set out on pages 8 to 9 of this circular.

Whether or not you intend to attend the Extraordinary General Meeting, you are requested to complete the
accompanying form of proxy in accordance with the instructions printed thereon and return the same to the
registered office of the Company at 8th Floor, Tai Tung Industrial Building, 29-33 Tsing Yi Road, Tsing Yi
Island, New Territories, Hong Kong as soon as possible and in any event not less than 48 hours before the time
appointed for the holding of the Extraordinary General Meeting. Completion and return of the accompanying
form of proxy shall not preclude you from attending and voting at the Extraordinary General Meeting or any
adjourned meeting thereof should you so desire.

30 September 2004
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EXPECTED TIMETABLE

2004

Last date of dealings in Shares cum entitlements to the Bonus Shares. . ....... 12 October

First day of dealings in Share ex-entitlements to the Bonus Shares........... 13 October

Latest time for lodging transfers of Shares for

obtaining entitlements to the Bonus Shares ................ 4:00 p.m. on 14 October

Closure of register of members ...................... from 15 October to 19 October

(both dates inclusive)

Proxy forms for the Extraordinary General Meeting

to be returned by . ... ... 10:00 a.m. on 17 October
Record Date for entitlements to the Bonus Shares. ... ...... ... ... ...... 19 October
Extraordinary General Meeting . ......................... 10:00 a.m. on 19 October
Register of members reopen .. ......... .. 20 October
Despatch of share certificates for the Bonus Shares . . ........... on or about 28 October
Dealings in the Bonus Shares commence ................... 9:30 a.m. on 1 November



DEFINITIONS

In this circular, the following expressions have the following meanings unless the context

requires otherwise:—

“Board”

“Bonus Issue”

“Bonus Share(s)”

“CCASS”

“Company”

“Director(s)”

“EGM Notice”

“Extraordinary General Meeting”

“Hong Kong”

“HK$”

“HKSCC”

“Latest Practicable Date”

“Listing Rules”

the board of Directors

the issue of Bonus Shares on and subject to the terms and
conditions set out in this circular

new Share(s) to be issued pursuant to the Bonus Issue

the Central Clearing and Settlement System established
and operated by HKSCC

COSMOS MACHINERY ENTERPRISES LIMITED, a
company incorporated in Hong Kong with limited
liability, the Shares of which are listed on the Stock
Exchange

the director(s) of the Company

the notice convening the Extraordinary General Meeting
as set out on pages 8 to 9 of this circular

the extraordinary general meeting of the Company to be
held at Conference Room, 8th Floor, Tai Tung Industrial
Building, 29-33 Tsing Yi Road, Tsing Yi Island, New
Territories, Hong Kong at 10:00 a.m. on 19 October 2004

The Hong Kong Special Administrative Region of the
People’s Republic of China

Hong Kong dollars, the lawful currency of Hong Kong

Hong Kong Securities Clearing Company Limited

27 September 2004, being the latest practicable date prior
to the printing of this circular for the purpose of
ascertaining certain information for inclusion in this

circular

Rules Governing the Listing of Securities on the Stock
Exchange



DEFINITIONS

“Record Date” 19 October 2004, being the record date by reference to
which entitlements to the Bonus Shares will be
determined

“Share(s)” ordinary share(s) of HK$0.40 each in the capital of the
Company

“Share Registrar” Secretaries Limited of Ground Floor, Bank of East Asia

Harbour View Centre, 56 Gloucester Road, Wanchai,
Hong Kong, being the share registrar of the Company

“Shareholder(s)” holder(s) of the Shares

“Stock Exchange” The Stock Exchange of Hong Kong Limited



LETTER FROM THE BOARD
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COSMOS MACHINERY ENTERPRISES LIMITED
AEHEBEXEETR QA

(Incorporated in Hong Kong with limited liability)

(Stock Code: 118)

Executive Directors:
Tang To (Chairman)
Zhao Zhuoying

Wong Yiu Ming

Yan Wing Fai Richard
Li Tin Loi

Non-Executive Directors:

Tang Kwan (Honorary Chairman)
He Zhiqi (Vice Chairman)

Kan Wai Wah

Independent Non-Executive Directors:

Liang Shangli
Yip Jeffery
Yeung Shuk Fan

To the Shareholders

Dear Sir or Madam,

Registered Office:

8/F., Tai Tung Industrial Building
29-33 Tsing Yi Road

Tsing Yi Island

New Territories

Hong Kong

30 September 2004

PROPOSAL FOR BONUS ISSUE OF SHARES

1. INTRODUCTION

It has been announced that the Directors proposed a Bonus Issue to the Shareholders

whose names appear on the register of members of the Company on the Record Date on the

basis of 1 Bonus Share for every 10 existing issued Shares held by such Shareholders on the

Record Date.

The purpose of this circular is to provide you with the information regarding the proposed

Bonus Issue and to seek your approval at the Extraordinary General Meeting in connection with

such matter.
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2.  BONUS ISSUE OF SHARES

As announced by the Company on 23 September 2004, the Directors proposed to make
a Bonus Issue to the Shareholders whose names appear on the register of members of the
Company on the Record Date on the basis of 1 Bonus Share for every 10 existing issued Shares
held by such Shareholders on the Record Date. On allotment and distribution, the Bonus Shares
will be issued at par, credited as fully paid-up, and will rank pari passu in all respects with the
Shares then in issue except that they will not rank for the Bonus Issue. No fractional Bonus
Shares shall be allotted and distributed to the Shareholders under the Bonus Issue. Any Bonus
Shares representing fractional entitlements will be aggregated and issued to nominee(s) to be
named by the Directors. All fractional Bonus Shares so aggregated and issued shall at such time
as the nominee thinks fit be sold and the net proceeds shall be retained for the benefit of the
Company.

The exact total number of Bonus Shares to be issued under the Bonus Issue will not be
capable of determination until the Record Date. Based on 642,026,234 Shares in issue as at the
Latest Practicable Date and assuming no further Shares are issued or repurchased prior to the
Record Date, a total of 64,202,623 Bonus Shares will be issued under the Bonus Issue. It is
proposed that the Directors be authorized to capitalise the sum of HK$25,681,049.20 being part
of the amount standing to the credit of the share premium account of the Company and to apply
such sum in paying up in full at par the Bonus Shares.

An ordinary resolution as set out in the EGM Notice will be proposed at the Extraordinary
General Meeting to approve the Bonus Issue.

Conditions
The Bonus Issue is conditional upon:

(i) the passing of the ordinary resolution to approve the Bonus Issue at the
Extraordinary General Meeting (or any adjournment thereof); and

(ii) the Listing Committee of the Stock Exchange granting or agreeing to grant
listing of, and permission to deal in, the Bonus Shares.

Closure of Register of Members

The register of members of the Company will be closed from 15 October 2004 to 19
October 2004, both dates inclusive, during which period no transfer of Shares will be
registered.

In order to qualify for the proposed Bonus Issue, all completed and signed transfer
forms for transfer of Shares accompanied by the relevant share certificate(s) must be
lodged with the Share Registrar for registration not later than 4:00 p.m. on 14 October
2004.
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Listing and Dealings

Application has been made to the Listing Committee of the Stock Exchange for
listing of, and permission to deal in, the Bonus Shares. Subject to the conditions of the
Bonus Issue set out above being satisfied, it is expected that share certificates in respect
of the Bonus Shares will be sent to the Shareholders by ordinary post on or about 28
October 2004 at the risk of the persons entitled thereto.

Subject to the granting of listing of, and permission to deal in, the Bonus Shares by
the Stock Exchange, the Bonus Shares are expected to be accepted as eligible securities
by HKSCC for deposit, clearance and settlement in CCASS with effect from the
commencement date of dealings in the Bonus Shares on the Stock Exchange or such other
date as determined by HKSCC. According to HKSCC, settlement of transactions between
participants of the Stock Exchange on any trading day is required to take place in CCASS
on the second trading day thereafter. All activities under CCASS are subject to the
General Rules of CCASS and CCASS Operational Procedures in effect from time to time.

The issued Shares are listed and dealt in on the Stock Exchange. No equity or debt
securities of the Company are listed or dealt in on any other stock exchange nor is listing
or permission to deal in such securities on any other stock exchange being or proposed

to be sought.

Dealings in the Bonus Shares will be subject to Hong Kong stamp duty.

3. EXTRAORDINARY GENERAL MEETING

The EGM Notice, which contains an ordinary resolution to approve the Bonus Issue, is
set out on pages 8 to 9 of this circular. Shareholders are advised to read the EGM Notice and
to complete the enclosed form of proxy in accordance with the instructions printed thereon and
return the same to the Company’s registered office at 8th Floor, Tai Tung Industrial Building,
29-33 Tsing Yi Road, Tsing Yi Island, New Territories, Hong Kong not later than 10:00 a.m.
on 17 October 2004.

4. RIGHT TO DEMAND A POLL

Pursuant to Article 74 of the Articles of Association of the Company, at any general
meeting of the Company, a resolution put to the vote of the meeting shall be decided on a show
of hands unless a poll is taken as may from time to time be required under the Listing Rules
or any other applicable laws, rules or regulations or unless a poll is (before or on the
declaration of the result of the show of hands or on the withdrawal of any other demand for
a poll) demanded:

(i) by the Chairman of the meeting; or

-6 -
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(i) by at least three Shareholders present in person or by proxy for the time being

entitled to vote at the meeting; or

(iii) by any Shareholder or Shareholders present in person or by proxy and representing
not less than one-tenth of the total voting rights of all the Shareholders having the
right to vote at the meeting; or

(iv) by any Shareholder or Shareholders present in person or by proxy and holding
Shares in the Company conferring a right to vote at the meeting being Shares on
which an aggregate sum has been paid up equal to not less than one-tenth of the total
sum paid up on all the Shares conferring that right.

5.  RECOMMENDATION

The Directors consider that the Bonus Issue is in the interest of the Company and the
Shareholders as a whole. Accordingly the Directors recommend that the Shareholders should
vote in favour of such resolution to be proposed at the Extraordinary General Meeting.

By order of the Board
Tang To

Chairman



NOTICE OF EXTRAORDINARY GENERAL MEETING
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COSMOS MACHINERY ENTERPRISES LIMITED
XREHEBEXETR QA

(Incorporated in Hong Kong with limited liability)
(Stock Code: 118)

NOTICE IS HEREBY GIVEN that an extraordinary general meeting of COSMOS
MACHINERY ENTERPRISES LIMITED (the “Company”) will be held at Conference Room,
8th Floor, Tai Tung Industrial Building, 29-33 Tsing Yi Road, Tsing Yi Island, New Territories,
Hong Kong at 10:00 a.m. on 19 October 2004 for the purposes of considering and, if thought
fit, passing the following resolution (with or without modification) as an ordinary resolution
of the Company, namely:—

ORDINARY RESOLUTION

“THAT subject to and conditional upon the Listing Committee of The Stock Exchange of
Hong Kong Limited granting or agreeing to grant listing of and permission to deal in the
Bonus Shares (as defined in paragraph (a) below):—

(a) upon the recommendation of the directors of the Company, a sum of
HK$25,681,049.20 being part of the amount standing to the credit of the share
premium account of the Company, or such other sum as may be necessary to give
effect to the bonus issue of shares pursuant to this Resolution, be capitalised and
accordingly the directors of the Company be and are hereby authorised and directed
to apply such sum in paying up in full at par unissued shares (“Bonus Shares”) of
HK$0.40 each in the capital of the Company, and that such Bonus Shares shall be
allotted and distributed, credited as fully paid up, to and amongst those shareholders
whose names appear on the register of members of the Company on 19 October 2004
(the “Record Date”) on the basis of 1 Bonus Share for every 10 existing issued
shares of HK$0.40 each in the capital of the Company held by them respectively on
the Record Date;

(b) the Bonus Shares to be issued pursuant to this Resolution shall, subject to the
Memorandum and Articles of Association of the Company, rank pari passu in all
respects with the shares of HK$0.40 each in the capital of the Company in issue on
the Record Date, except that they will not rank for the bonus issue of shares
mentioned in this Resolution;

(c) no fractional Bonus Shares shall be allotted and distributed as aforesaid, but Bonus
Shares representing fractional entitlements shall be aggregated and issued to
nominee(s) to be named by the directors of the Company and such fractional Bonus
Shares so aggregated and issued shall at such time as the nominee thinks fit be sold
and the net proceeds shall be retained for the benefit of the Company; and

—8—



NOTICE OF EXTRAORDINARY GENERAL MEETING

(d) the directors of the Company be authorised to do all acts and things as may be
necessary and expedient in connection with the allotment and issue of the Bonus
Shares including, but not limited to, determining the amount to be capitalised out of
the share premium account of the Company and the number of Bonus Shares to be
allotted and distributed in the manner referred to in paragraph (a) of this

Resolution.”

By order of the Board
Tang To
Chairman

Hong Kong, 30 September 2004

Notes:

Any member entitled to attend and vote at a meeting of the Company is entitled to appoint a proxy to attend
and vote instead of him. On a poll, votes may be given either personally or by proxy. A proxy need not be a
member of the Company. A member may appoint more than one proxy to attend on the same occasion.

The instrument appointing a proxy shall be in writing under the hand of the appointor or of his/her attorney
duly authorised in writing, or if the appointor is a corporation, either under seal or under the hand of an officer
or attorney duly authorised.

To be valid, a form of proxy, together with any power of attorney or other authority (if any) under which it
is signed, or a notarially certified copy thereof, must be deposited at the registered office of the Company at
8th Floor, Tai Tung Industrial Building, 29-33 Tsing Yi Road, Tsing Yi Island, New Territories, Hong Kong not
less than 48 hours before the time appointed for holding the meeting or adjourned meeting thereof or poll (as
the case may be) at which the person named in such instrument proposes to vote.
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