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Central China Enterprises Limited
(incorporated in Hong Kong with limited liability)
DISCLOSEABLE TRANSACTION
The Directors are pleased to announce that the Vendor, the Purchaser and Mr. Mai Binghui entered into the Agreement dated 31 December 2001. Pursuant to the Agreement, the Vendor agreed to dispose of and the Purchaser agreed to purchase the entire equity interest of Excellent Idea and a loan amounted to approximately HK$41.4 million (as recorded in the unaudited management accounts as at 30 June 2001) due by Excellent Idea to the Vendor with an aggregate consideration of HK$68 million in cash. The Directors consider that the terms of the Disposal are fair and reasonable and the Disposal is in the interest to the Company and the Shareholders as a whole. The Vendor is a wholly-owned subsidiary of the Company and the Disposal constitutes a discloseable transaction to the Company under the Listing Rules.

A circular containing, amongst other things, the terms of the Agreement and the details of the Disposal will be despatched to the Shareholders as soon as practicable.

THE AGREEMENT

Date:
31 December 2001

the Vendor:
Express Journey Limited, a company incorporated in the BVI with limited liability and is a wholly-owned subsidiary of the Company

the Purchaser:
Elite Alliance Limited, a company incorporated in the BVI with limited liability and is wholly-owned by the Guarantor

the Guarantor:
Mr. Mai Binghui

The Purchaser and Guarantor are independent third parties not connected with the Directors, the chief executive and the substantial shareholders of the Company, its subsidiaries or their respective associates (as defined in the Listing Rules).

The Guarantor, has unconditionally and irrevocably guaranteed the performance of obligation of the Purchaser under the Agreement and agreed to compensate the Vendor for any losses, cost, expenses and damages arising as a result of the failure in the fulfillment of payment and observance by the Purchaser under the Agreement.

Consideration:
HK$68 million

ASSET TO BE Disposed

50,000 ordinary shares of US$1 each in the capital of Excellent Idea, representing 100% of the issued share capital of Excellent Idea, and a loan amounted to approximately HK$41.4 million (as recorded in the unaudited management accounts as at 30 June 2001) due by Excellent Idea to the Vendor.

CONSIDERATION

The consideration of HK$68 million was arrived at after arm's length negotiation with reference to the consideration paid by the Company in the acquisition of Excellent Idea in April 2001.

The consideration for the Disposal will be settled in cash in the following manner:

(i)
HK$10 million payable on 7 January 2002;

(ii)
HK$10 million payable on 14 January 2002;

(iii)
HK$20 million payable on 1 February 2002;

(iv)
HK$20 million payable on 1 March 2002; and

(v)
HK$8 million payable on 1 April 2002.

Payments should be made in accordance with the above schedule and interest will be charged on a daily basis over any over-due payment at a rate of 3% per annum. Payments to the Vendor are not refundable.

The Directors consider that the terms of the Disposal are fair and reasonable and the Disposal is in the interest to the Company and the Shareholders as a whole.

COMPLETION

Completion took place immediately after the signing of the Agreement and simultaneous completion of the following events:

(a)
the delivery of the following documents from the Vendor to the Purchaser in Hong Kong or a place other than Hong Kong to be agreed by both parties:

(i)
a duly signed transfer form and/or instrument of transfer (such documents should be in the specified format) by the Vendor specifying the transfer of the beneficial interest of the Vendor and the assignment of any shareholder's loan to the Purchaser (or its appointed nominees);

(ii)
any waiver, agreements or any other necessary documents which would be required to facilitate the transfer of the beneficial interest of the Vendor to the Purchaser;

(iii)
the certificates of incorporation, the business registration certificate, company chop and seal, all board minutes, book of share registration, cheques, financial statements, ledger, agreement and any other documents (if applicable) of all the members of the Excellent Idea Group; and

(iv)
the letters of resignation of all the legal representatives, directors, chief executive or any other employees specified or appointed by the Vendor (except for those intended to be retained by the Purchaser) and their declaration or indemnification for not claiming against any member of the Excellent Idea Group (either with relevant company chop affixed or in any other acceptable formats).

(b)
the board of Excellent Idea approving the following:

(i)
the Purchaser as the beneficial owner of the interest in Excellent Idea; and

(ii)
the appointment of persons to be the legal representatives, the directors, the chief executive or other employees of the Excellent Idea Group designated by the Purchaser.

INFORMATION OF EXCELLENT IDEA

Excellent Idea is an investment holding company incorporated on 18 August 1999 in BVI with limited liability, the principal asset of which is its 60% interest in CTIA, a company incorporated in Hong Kong with limited liability. CTIA owns 60% equity interest in 北京亞太東方通信網絡有限公司 (Beijing Asia Pacific East Communication Network Limited), a sino-foreign joint venture established in the PRC, which in turn holds 35% equity interest of the Joint Venture. The respective 40% remaining equity interests of CTIA and 北京亞太東方通信網絡有限公司 (Beijing Asia Pacific East Communication Network Limited) were held by independent third parties. The remaining 65% equity interest of the Joint Venture were held by two independent third parties. The principal asset of CTIA is its investment in 北京亞太東方通信網絡有限公司 (Beijing Asia Pacific East Communication Network Limited) which is principally engaged in satellite transmission and all kinds of telecommunication activities and products. The Joint Venture is an integrator and provider of information and data for broadcasting in the PRC. On 19 April 2001, the Vendor entered into an agreement with Mr. Chan Chun Kuen, an independent third party, to acquire the entire issued capital of Excellent Idea with a cash consideration of HK$64.8 million which was determined with reference to the shareholder loan of HK$41.4 million and the net liabilities of HK$1.2 million as recorded in the unaudited consolidated financial statements of Excellent Idea as at 31 December 2000.

Based on unaudited unconsolidated management accounts of Excellent Idea for the period from 18 August 1999 to 31 December 2000, losses before and after taxation of approximately HK$1.5 million were recorded. For the six months ended 30 June 2001, no profit or loss was recorded. As at 30 June 2001, the unaudited net liabilities of Excellent Idea were approximately HK$1.2 million. Without taking into account the amount due by Excellent Idea to the Vendor amounting to approximately HK$41.4 million as at 30 June 2001, the net assets of Excellent Idea were approximately HK$40.3 million as at 30 June 2001. Based on the unaudited consolidated financial statements of CTIA, profits before and after taxation for the year ended 31 December 1999 were approximately HK$57,000 and HK$23,000 while the losses before and after taxation and minority interest for the year ended 31 December 2000 were approximately HK$350,000 and HK$227,000. As at 30 June 2001, the nets assets of CTIA were approximately HK$5.9 million. As disclosed in the interim report of the Company for the six months ended 30 June 2001, CTIA and its subsidiary are not consolidated as the Group's ability to appoint the majority of the board of directors to CTIA is limited. The Group and the other shareholder of CTIA both have the right to appoint an equal number of directors to the board of directors. CTIA is accounted for in the Group's condensed financial statements using the equity method of accounting.

REASONS FOR THE DISPOSAL

The Company is an investment holding company with investments primarily engaging in telecommunications infrastructure and technology sectors. As mentioned in the interim report of the Company for the six months ended 30 June 2001, the management actively sought to dispose of existing industrial based projects and aims to strengthen its financial position through portfolio reorganisation and disposal of assets. In view of recent difficult operating environment, the Company has been maintaining such corporate strategy for the purpose of enhancing the liquidity position of the Group. 

The Directors consider that the Disposal will facilitate the realisation of certain fixed assets into current assets which will instantly improve the liquidity position of the Company. The Directors believe that the Disposal will not lead the Company to any material diversion or change from its current principal activities or business.

USE OF PROCEEDS

The net proceeds from the Disposal is expected to be approximately HK$67 million, of which as to HK$35 million will be used for repaying part of the Company's bank loans and as to approximately HK$32 million as general working capital and to fund future and other strategic investments when the appropriate opportunity arises. However, up to the date of this announcement, the Company has not identified any investment opportunity which is suitable to the Group.

GENERAL

A circular containing, amongst other things, the terms of Agreement and the details of the Disposal will be despatched to the Shareholders as soon as practicable.

DEFINITIONS

In this announcement, the following expressions have the meanings set out below unless the context requires otherwise:

“Agreement”
a sale and purchase agreement dated 31 December 2001 entered into between the Vendor, the Purchaser and the Guarantor

“associate(s)”
has the meaning ascribed under the Listing Rules

“Board”
the board of Directors

“BVI”
the British Virgin Islands

“Company”
Central China Enterprises Limited, a company incorporated in Hong Kong with limited liability, the shares of which are listed on the Stock Exchange

“CTIA”
CTIA VSAT Network Limited, a company incorporated in Hong Kong with limited liability

“Director(s)”
the director(s) of the Company

“Disposal”
the disposal of the entire interest of the Vendor in the Excellent Idea Group to the Purchaser

“Excellent Idea”
Excellent Idea Group Limited, a company incorporated in BVI with limited liability, holding a 12.6% effective interest in the Joint Venture

“Excellent Idea Group”
Excellent Idea and its subsidiaries

“Group”
the Company and its subsidiaries

“HK$”
Hong Kong dollars

“Hong Kong”
the Hong Kong Special Administrative Region of the People's Republic of China

“Joint Venture”
中廣信達數據廣播技術有限公司(Zhong Guang Xin Da Data Broadcasting Technology Co., Ltd)

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

“PRC”
the People's Republic of China

“Purchaser”
Elite Alliance Limited, a company incorporated in the BVI with limited liability which is beneficially and wholly-owned by Mr. Mai Binghui

“RMB”
Renminbi, the lawful currency in the PRC

“Share(s)”
share(s) of HK$0.20 each in the issued share capital of the Company

“Shareholders”
holders of Shares

“Stock Exchange”
The Stock Exchange of Hong Kong Limited

“Vendor”
Express Journey Limited, a wholly-owned subsidiary of the Company

“%”
per cent.

Note:For the purpose of this announcement, all amounts in RMB were translated into HK$ at an exchange rate of RMB 1.06: HK$1.00.


By Order of the Board
Central China Enterprises Limited
Chan Chi Keung, Victor
Chairman

Hong Kong, 4 January 2002

Please also refer to the published version of this announcement in the (Hongkong iMail)
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