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CENTRAL CHINA ENTERPRISES LIMITED

(Incorporated in Hong Kong with limited liability)

Discloseable Transaction

The Board announced that on 25th March, 2002, the Purchaser, a wholly-owned subsidiary of the Company, entered into the Agreement with the Vendor and the Guarantor relating to the acquisition of the Sale Shares representing 55 per cent. of the entire issued share capital of Sharpo Holdings and the rights and benefits of and in the Shareholder's Loan for an aggregate consideration of HK$41,000,000. The aggregate consideration for the Acquisition in the amount of HK$41,000,000 shall be satisfied as to HK$21,000,000 in cash upon execution of the Agreement but in any case no later than 25th March, 2002; and as to the remaining balance of HK$20,000,000 in cash on or before 6th April, 2002.

Immediately before Completion, Sharpo Holdings was legally and beneficially owned as to 55 per cent. by the Vendor and as to 45 per cent. by the Purchaser. Completion has taken place upon execution of the Agreement and Sharpo Holdings is currently wholly owned by the Purchaser.

The Directors consider that the terms of the Agreement are fair and reasonable and the Acquisition is in the interest of the Company and the Shareholders as a whole. The Acquisition constitutes a discloseable transaction for the Company under the Listing Rules. A circular containing, amongst other things, the terms of the Agreement, details of the Acquisition and the valuation report of the business of Sharpo Group will be despatched to the Shareholders as soon as practicable.

THE AGREEMENT DATED 25TH MARCH, 2002

Parties

Purchaser
Sharp Ratio Investments Limited, a company incorporated in the British Virgin Islands with limited liability and wholly owned by the Company




Vendor
Magic Thumb Enterprises Limited, a company incorporated in the British Virgin Islands with limited liability and wholly owned by the Guarantor




Guarantor
Mr. Yam Tak Cheung

Each of the Vendor and the Guarantor is an independent third party not connected with the Company, the Directors, chief executive or substantial shareholders of the Company or its subsidiaries or their respective associates (as defined in the Listing Rules).

Assets to be acquired

Sale Shares
16,500 shares of par value of US$1.00 each in the share capital of Sharpo Holdings, representing 55 per cent. of the entire issued share capital of Sharpo Holdings held by the Vendor immediately prior to Completion




Shareholder's Loan
the shareholder's loan due from Sharpo Holdings to the Vendor immediately prior to Completion as stated in the Confirmation, being HK$891,100

Consideration and payment terms

The aggregate consideration for the Acquisition in the amount of HK$41,000,000 was arrived at after arm's length negotiations with reference to the valuation of the entire business of Sharpo Group of HK$96,000,000 as at 28th February, 2002 by B.I. Appraisals Limited, an independent valuer. The aggregate consideration represents a discount of approximately 22.35 per cent. to the value of HK$52,800,000 attributable to 55 per cent. equity interest in Sharpo Holdings as at 28th February, 2002.

The aggregate consideration for the Acquisition in the amount of HK$41,000,000 will be settled in the following manner:

a.   as to HK$21,000,000 in cash to the Vendor upon execution of the Agreement but in any case no later than 25th March, 2002; and

b.   as to the remaining balance of HK$20,000,000 in cash to the Vendor on or before 6th April, 2002.

The Acquisition will be financed by the internal funding of the Company.

Pre-completion obligations

Completion is conditional on the fulfillment of all of the following matters or to the extent the fulfillment of which is waived by the Purchaser in writing:

(a)   the Vendor shall have procured the JV Company to enter into, with some of its key employees, (i) binding employment agreements for a term of three years containing a provision to the effect that all intellectual property rights of the software developed by them during their course of employment with the JV Company shall belong to the JV Company and (ii) binding confidentiality and non-competition agreements for a term of two years;

(b)   the Vendor shall have procured Sharpo HK to cause its consultant to remain as consultant to Sharpo HK on part time basis and to enter into, with such a consultant, (i) binding consultancy agreement for a term of one year containing a provision to the effect that all intellectual property rights of the software developed by him during his course of employment shall belong to Sharpo HK and (ii) binding confidentiality and non-competition agreements for a term of two years;

(c)   the Vendor shall have procured and/or caused the departing employees of the JV Company to sign non-disclosure letters;

(d)   the Vendor and the Guarantor shall have executed a deed of indemnity in favour of the Purchaser and Sharpo Group; and

(e)   the Vendor shall have delivered to the Purchaser the Confirmation.

All the above pre-completion obligations have been fulfilled as at the date of Completion.

Completion

Completion took place upon execution of the Agreement.

Upon Completion, the Vendor has caused meetings of the respective boards of directors in the Sharpo Group to be held at which resolutions have been passed to approve the resignation of directors including the Guarantor and secretary appointed by the Vendor and the appointment of the persons as the Purchaser has nominated as directors and secretary of the respective companies effective from the Completion Date.

CORPORATE STRUCTURE OF THE GROUP

Immediately before Completion
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Immediately after Completion
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INFORMATION ON SHARPO GROUP

Sharpo Holdings is a company incorporated in the British Virgin Islands with limited liability on 20th April, 2000. As at the date of this announcement, Sharpo Holdings has an authorised share capital of US$50,000 divided into 50,000 shares of par value of US$1.00 each, 30,000 shares of which were issued and allotted and are fully paid or credited as fully paid. The Group acquired 45 per cent. of the issued share capital of Sharpo Holdings in January 2001 at a cash consideration of HK$46,350,000. Immediately before Completion, Sharpo Holdings was legally and beneficially owned as to 55 per cent. by the Vendor and as to 45 per cent. by the Purchaser. Completion has taken place upon execution of the Agreement and Sharpo Holdings is currently wholly owned by the Purchaser.

Sharpo Holdings is interested in 100 per cent. of the issued share capital of mySharpo and Sharpo HK. Sharpo HK in turn holds 95 per cent. of the equity interest in the JV Company with the remaining 5 per cent. of the equity interest owned by 廣州宏科電腦系統有限公司 (Guangzhou Sharpo Computer System Limited), a company formed in Guangzhou, the PRC and controlled by the Guarantor and certain former directors of Sharpo Holdings who have resigned as directors upon Completion.

The JV Company is principally engaged in e-commerce consultancy, software development, system integration and web design. Sharpo Group aims at providing web-enabled retail management solutions (``WRMS'') to both international and local retailers, using innovative technology applications including the latest web technology. With the adoption of the latest web technology, the applications of the WRMS system will gradually be web-enabled via the Sharpo Group's web site at ``mysharpo.com.cn.''. Management of the Sharpo Group decides to expand the WRMS system to personal digital assistance (``PDA'') applications by combining the system ``chainstoreonline.net'' and ``chainstoreonline.net.cn'' with the existing web site ``mysharpo.com.cn''. PDA with Sharpo Group's retail management solution is a mobile retail management solution which has special appeal to those retail chain stores which are not equipped with computer connections.

The PRC operation of the Sharpo Group was established in 1996 with office located in the main commercial area in Guangzhou. Sharpo Group has successfully obtained major contracts from the rapidly growing retail industry in Guangzhou, Shanghai and Beijing and the major clients in the PRC and Hong Kong already using the WRMS system include some fashion chain stores and optical chain stores.

Financial information on Sharpo Group

Based on the audited consolidated financial statements of Sharpo Holdings for the year ended 31st December, 2001, the audited net losses before and after taxation of Sharpo Holdings for the period from the date of incorporation of 20th April, 2000 to 31st December, 2000 were both approximately HK$230,163 and the audited net losses before and after taxation for the year ended 31st December, 2001 were both approximately HK$1,936,825. The loss for the year ended 31st December, 2001 was mainly due to the increase in the development costs in the software for the WRMS system.

As at 31st December, 2001, the audited net assets of Sharpo Holdings were approximately HK$1,378,797. Without taking into account the shareholder's loan as at 31st December, 2001 amounting to HK$1,685,893, of which HK$891,100 was due to the Vendor and HK$794,793 was due to the Purchaser, the net assets of Sharpo Holdings as at 31st December, 2001 would be approximately HK$3,064,690.

REASONS FOR THE ACQUISITION

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 dated 27th September, 2001, the Company continued to focus on building returns by acquiring new assets in the telecommunications and technology sectors in the PRC. It is the intention of the Company to maximize the value of the investment portfolio by acquiring businesses which will not only be self-sustainable, but will also create synergies with the Company's other investments.

As a result of the launching of the WRMS system to the market in this year, Sharpo Group has successfully obtained contract commitment with major retail chain stores in the PRC and Hong Kong. In addition, given the further development of the WRMS system to mobile retail management solution via PDA applications in the near future, it is expected that Sharpo Group is poised to capture the growth in market for retail management system. In view of the accession of the PRC to the World Trade Organisation and the improved domestic economic environment in the PRC, it is expected that the demand from both international and local retailers for the retail management system developed by Sharpo Group will grow steadily. In order to capture a larger share in the economic benefits from the growth of the retail market, the Board considers that it is in the interest of the Group to increase its interests in Sharpo Holdings. In view of the potential development of Sharpo Group, the Board is of the view that the Acquisition is in line with the business strategy of the Group. The Directors consider that the terms of the Agreement are fair and reasonable and the Acquisition is in the interest of the Company and the Shareholders as a whole.

GENERAL

The Acquisition constitutes a discloseable transaction for the Company under the Listing Rules. A circular containing, amongst other things, the terms of the Agreement, details of the Acquisition and the valuation report of the business of Sharpo Group will be despatched to the Shareholders as soon as practicable.

Terms used in this announcement:

``Acquisition''
the acquisition of the Sale Shares and the rights and benefits of and in the Shareholder's Loan by the Purchaser from the Vendor pursuant to the Agreement

``Agreement''
the sale and purchase agreement dated 25th March, 2002 entered into amongst the Purchaser, the Vendor and the Guarantor in relation to the Acquisition

``Board''
the board of Directors

``Company''
Central China Enterprises Limited, a company incorporated in Hong Kong, the shares of which are listed on and dealt in the Stock Exchange

``Completion''
completion of the Acquisition pursuant to the Agreement

``Confirmation''
a confirmation issued by Sharpo Holdings confirming the amount of Shareholder's Loan immediately prior to Completion and acknowledged by the Vendor

``Director(s)''
the director(s), including the independent non-executive directors, of the Company

``Guarantor''
Mr. Yam Tak Cheung

``Group''
the Company and its subsidiaries

``Hong Kong''
the Hong Kong Special Administrative Region of the PRC

``JV Company''
廣州宏中電腦科技有限公司(Guangzhou Sharpo Computer Technology Limited), a Sino-foreign joint venture enterprise formed under the laws of the PRC

``Listing Rules''
Rules Governing the Listing of Securities on the Stock Exchange

``mySharpo''
mySharpo.com Limited 宏科網絡有限公司, a company incorporated in Hong Kong on 6th March, 2000 with limited liability and wholly owned by Sharpo Holdings

``PRC''
People's Republic of China

``Purchaser''
Sharp Ratio Investments Limited, a company incorporated in the British Virgin Islands with limited liability and wholly owned by the Company

``Sale Shares''
16,500 shares of par value of US$1.00 each in the share capital of Sharpo Holdings, representing 55 per cent. of its entire issued share capital held by the Vendor immediately before Completion

``Shareholders''
registered holders of shares of par value of HK$0.20 each in the share capital of the Company as shown in the register of members of the Company from time to time

``Shareholder's Loan''
the amount of shareholder's loan due from Sharpo Holdings to the Vendor immediately before Completion as stated in the Confirmation, being HK$891,100

``Sharpo Group''
Sharpo Holdings and its subsidiaries, namely Sharpo HK, mySharpo and the JV Company

``Sharpo HK''
Sharpo Limited 宏科系統(集團)有限公司, a company incorporated in Hong Kong on 21st May, 1991 with limited liability and wholly owned by Sharpo Holdings

``Sharpo Holdings''
Sharpo Holdings Limited, a company incorporated in the British Virgin Islands with limited liability, which was legally and beneficially owned as to 55 per cent. by the Vendor and 45 per cent. by the Purchaser immediately before Completion

``Stock Exchange''
The Stock Exchange of Hong Kong Limited

``Vendor''
Magic Thumb Enterprises Limited, a company incorporated in the British Virgin Islands with limited liability and wholly owned by the Guarantor

``HK$''
Hong Kong dollars

By Order of the Board

Chan Chi Keung, Victor

Chairman

Hong Kong, 26th March, 2002
Please also refer to the published version of this announcement in the (Hong Kong iMail)
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