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THE ACQUISITION

The Board announces that on 12 October 2015 (after trading hours), the Purchaser, the

Guarantor and the Vendor entered into the Sale and Purchase Agreement, pursuant to

which the Purchaser has conditionally agreed to acquire, and the Vendor has conditionally

agreed to sell the Sale Share and the Sale Loan for the Consideration of HK$800,000,000.

The Consideration shall be satisfied (i) as to HK$410,000,000 by way of issue of the

Promissory Notes to the Vendor (or its nominee(s)) upon Completion; and (ii) as to

HK$390,000,000 by way of issue of the Convertible Bonds with the Conversion Price (being

HK$2.0 per Conversion Share) to the Vendor (or its nominee(s)) upon Completion. Details

of the payment terms are set out in the paragraph headed ‘‘Consideration’’ under the section

headed ‘‘The Acquisition’’ below.

As at the date of this announcement, the Vendor is wholly owned by the Guarantor and the

Vendor owns the entire equity interest in the Target Company, a company incorporated in

BVI with limited liability, with its principal activities being investment holding. The Target

Company owns the entire equity interest in the HK Company, a company incorporated in

Hong Kong with limited liability. The HK Company owns the entire equity interest in the

WFOE Company, a wholly foreign-owned enterprise established in the PRC with limited

liability.
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Upon entering into the Sale and Purchase Agreement between the Purchaser, the Guarantor

and Vendor, the Target Company shall undergo the Business Restructuring (being one of

the conditions precedent to the Sale and Purchase Agreement), in which the Target

Company shall procure the WFOE Company to establish a PRC Company in Chongqing

Province, PRC with its principal business activities being the development, production and

sales of automotive engines. Further details of the Business Restructuring are set out in the

paragraph headed ‘‘Business Restructuring’’ under the section headed ‘‘The Acquisition’’

below.

Upon Completion, the Target Group will principally be engaged in the development,

production and sales of automotive engines and the Target Company and its subsidiaries

will become subsidiaries of the Company and their results, assets and liabilities will be

consolidated into the consolidated financial statements of the Company.

IMPLICATIONS UNDER THE LISTING RULES

As one or more of the applicable percentage ratios of the Acquisition exceed 25% but are

lower than 100%, the Acquisition constitutes a major transaction on the part of the

Company under Chapter 14 of the Listing Rules. Therefore, the Acquisition will be subject

to the reporting, announcement and the Shareholders’ approval requirements under

Chapter 14 of the Listing Rules.

As at the date of this announcement, Youth Force, a company wholly-owned by Mr. Jiang

Jianhui, is a controlling Shareholder and directly owns 150,000,000 Shares, representing

75% of the issued share capital of the Company. As no Shareholder has any material

interest in the Acquisition, no Shareholder (including Youth Force) would be required to

abstain from voting if the Company were to convene an extraordinary general meeting to

approve the Acquisition and the transactions contemplated thereunder. The Company has

obtained a written approval from Youth Force for the approval of the Sale and Purchase

Agreement and the transactions contemplated thereunder. As such, no extraordinary

general meeting of the Company will be convened by the Company to approve the Sale and

Purchase Agreement and the transactions contemplated thereunder.

A Circular containing, among other things, further details of the Acquisition and the

transactions contemplated thereunder, is expected to be despatched to Shareholders on or

before 3 November 2015.

Shareholders and investors should note that completion of the Acquisition is subject to various

conditions as stated in the section headed ‘‘Conditions precedent’’ below. Investors and

Shareholders are therefore urged to exercise caution when dealing in the Shares.
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The Board announces that on 12 October 2015 (after trading hours), the Purchaser, the

Guarantor and the Vendor entered into the Sale and Purchase Agreement, pursuant to which

the Purchaser has conditionally agreed to acquire and the Vendor has conditionally agreed to

sell the Sale Share and the Sale Loan for the Consideration of HK$800,000,000 which will be

satisfied by the issue of the Promissory Notes and Convertible Bonds by the Company to the

Vendor.

THE ACQUISITION

The Sale and Purchase Agreement

Date : 12 October 2015 (after trading hours)

Parties : (1) Future Marvel Limited, a wholly-owned subsidiary of the Company, as

the Purchaser;

(2) Power Expert Global Limited, as the Vendor; and

(3) Ms. Weng Guangmin, as the Guarantor.

The Vendor is principally engaged in investment holding. As at the date of this announcement,

the Vendor is wholly-owned by the Guarantor and the Vendor owns the entire equity interest

in the Target Company, a company incorporated in BVI with limited liability, with its

principal activities being investment holding. The Target Company owns the entire equity

interest in the HK Company, a company incorporated in Hong Kong with limited liability.

The HK Company owns the entire equity interest in the WFOE Company, a wholly foreign-

owned enterprise established in the PRC with limited liability.

To the best of the Directors’ knowledge, information and belief, having made all reasonable

enquiries, the Guarantor and the Vendor are Independent Third Parties.

Assets to be acquired

Pursuant to the Sale and Purchase Agreement, the Purchaser has conditionally agreed to

acquire and the Vendor has conditionally agreed to sell the Sale Share and the Sale Loan. The

Sale Share, representing the entire issued share capital of the Target Company, will be sold

free from all encumbrances together with all rights to any dividend or other distribution

declared, made or paid after the date of the Sale and Purchase Agreement. The Sale Loan,

representing the shareholder’s loan owing by the Target Company to the Vendor at

Completion, will be sold free from all encumbrances together with all rights attaching

thereto as at the Completion Date.

The Purchaser shall not be obliged to purchase any of the Sale Share and the Sale Loan unless

the sale and purchase of the Sale Share and the Sale Loan are completed simultaneously.

As at 8 October 2015, the Sale Loan amounted to approximately HK$49,696,000.
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Consideration

The Consideration of HK$800,000,000 is to be satisfied in the following manner:

(i) as to HK$410,000,000 by way of issue of the Promissory Notes to the Vendor (or its

nominee(s)) upon Completion; and

(ii) as to HK$390,000,000 by way of issue of the Convertible Bonds with the Conversion Price

(being HK$2.0 per Conversion Share) to the Vendor (or its nominee(s)) upon Completion.

The Consideration was arrived at after arm’s length negotiations between the Vendor and the

Purchaser after taking into account (i) the Profit Guarantee provided by the Vendor; and (ii)

the future prospects of the Target Company.

The Valuation Report will adopt the discounted cash flow method under the income approach.

Under Rule 14.61 of the Listing Rules, any valuation based on discounted cash flows will be

regarded as a profit forecast. The Company will comply with the requirements of Rule 14.62 of

the Listing Rules in the Circular.

Adjustment to Consideration

Profit Guarantee

Pursuant to the Sale and Purchase Agreement, the Guarantor and the Vendor have warranted

and guaranteed to the Purchaser that (i) the audited consolidated profit after tax (the ‘‘Audited

CPAT’’) of the Target Group as shown in the audited consolidated accounts of the Group for

the twelve (12) full calendar months period commencing from the 1st calendar day of the

month following Completion (the ‘‘1st Profit Guarantee Period’’) shall not be less than

HK$170,000,000 (the ‘‘1st Guaranteed Profit’’); and (ii) the Audited CPAT of the Target

Group as shown in the audited consolidated accounts of the Group for the twelve (12) full

calendar months period immediately following the 1st Profit Guarantee Period (the ‘‘2nd

Profit Guarantee Period’’) (together with the 1st Profit Guarantee Period, collectively being the

‘‘Relevant Periods’’) shall not be less than HK$230,000,000 (the ‘‘2nd Guaranteed Profit’’).

Immediately upon the issue of the Promissory Notes and the Convertible Bonds, the

Promissory Notes and the Convertible Bonds shall be deposited with the Escrow Agent until

the Payment Date as security for the 1st Guaranteed Profit and the 2nd Guaranteed Profit.

In the event that (i) the actual Audited CPAT of the Target Group for the 1st Profit Guarantee

Period (the ‘‘1st Period Actual Profit’’); and/or (ii) the actual Audited CPAT of the Target

Group for the 2nd Profit Guarantee Period (the ‘‘2nd Period Actual Profit’’) (collectively the

‘‘Actual Profits’’) as shown in the Auditors’ certificate (as defined below) is/are less than the

1st Guaranteed Profit or the 2nd Guaranteed Profit (as the case may be), the Vendor shall

compensate (the ‘‘Compensation’’) the Purchaser by 3 times of the aggregate amount of

shortfall of the Relevant Periods, as calculated according to the following formulae:

Compensation for the 1st

Profit Guarantee Period
= 1st Guaranteed Profit x

(1st Guaranteed Profit – 1st Period Actual Profit)
x 3

HK$400,000,000

Compensation for the 2nd

Profit Guarantee Period
= 2nd Guaranteed Profit x

(2nd Guaranteed Profit – 2nd Period Actual Profit)
x 3

HK$400,000,000
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The maximum amounts of the Compensation for the 1st Profit Guarantee Period and the

Compensation for the 2nd Profit Guarantee Period are limited to HK$340,000,000 and

HK$460,000,000 respectively.

The multiple of 3 was arrived at after arm’s length negotiations between the Purchaser and the

Vendor.

In the event that payment of the Compensations be required, the Vendor shall be obliged to

compensate the Purchaser upon the receipt of the auditors’ certificate(s) for the Audited

CPAT of the Target Group (the ‘‘Auditors’ Certificate(s)’’) for the 1st Profit Guarantee Period

(the ‘‘1st Auditors’ Certificate’’) and/or the 2nd Profit Guarantee Period (the ‘‘2nd Auditors’

Certificate’’) (as the case may be) an amount equivalent to (i) Compensation for the 1st Profit

Guarantee Period; and/or (ii) the Compensation for the 2nd Profit Guarantee Period

respectively by (a) first cancelling the corresponding outstanding principal amount of the

Promissory Notes; and (b) if all the outstanding amount of the Promissory Notes has been

cancelled, cancelling the corresponding outstanding principal amount of the Convertible

Bonds.

If the cancellation of all the principal amount of the Promissory Notes and the Convertible

Bonds is not sufficient to set off the amount of the Compensation, the Vendor shall pay the

shortfall in cash to the Purchaser within 14 days after receipt of the relevant Auditors’

Certificate.

If the 1st Period Actual Profit is equal to or more than the 1st Guaranteed Profit, the Vendor

and the Purchaser shall procure the Escrow Agent to release to the Vendor the Promissory

Notes in the principal amount of HK$174,250,000 and the Convertible Bonds in the principal

amount of HK$165,750,000 within 10 Business Days after the issue of the 1st Auditors’

Certificate (or such other day as the Vendor and the Purchaser may agree).

If the 2nd Period Actual Profit is equal to or more than the 2nd Guaranteed Profit, the Vendor

and the Purchaser shall procure the Escrow Agent to release to the Vendor the Promissory

Notes in the principal amount of HK$235,750,000 and the Convertible Bonds in the principal

amount of HK$224,250,000 within 10 Business Days after the issue of the 2nd Auditors’

Certificate (or such other day as the Vendor and the Purchaser may agree).

The Vendor and the Purchaser shall procure that the respective audited consolidated financial

statements of the Target Group (the ‘‘Consolidated AFS’’) for each of the 1st Profit Guarantee

Period and the 2nd Profit Guarantee Period be prepared, issued and reported on by the

auditors in accordance with Hong Kong Financial Reporting Standards before the date falling

three (3) months after the expiry of each of the Relevant Periods. The respective Auditors’

Certificate for each of the Relevant Periods shall be delivered together with the relevant

Consolidated AFS.

For the avoidance of doubt, should the Target Group record a loss in its Consolidated AFS

during the Relevant Periods, the Actual Profits for the corresponding Relevant Periods shall

be deemed as zero.

Business Restructuring

Upon entering into the Sale and Purchase Agreement between the Purchaser, the Guarantor

and the Vendor, the Target Company shall undergo the Business Restructuring (being one of

the conditions precedent to the Sale and Purchase Agreement) prior to Completion which
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includes the establishment of the PRC Company by the WFOE Company. Upon the

establishment of the PRC Company, the PRC Company will become a wholly-owned

subsidiary of the WFOE Company.

Conditions precedent

Completion is conditional upon the satisfaction or waiver (as the case may be) of the following

conditions:

(i) the Purchaser being satisfied with the results of the due diligence review;

(ii) all necessary consents and approvals in relation to the sale and purchase of the Sale Share

and Sale Loan contemplated under the Sale and Purchase Agreement having been

obtained by the Vendor and the Guarantor;

(iii) all necessary consents and approvals in relation to the sale and purchase of the Sale Share

and Sale Loan contemplated under the Sale and Purchase Agreement having been

obtained by the Purchaser;

(iv) (if necessary) the Shareholders having passed the resolution(s) at an extraordinary general

meeting of the Company to approve the Sale and Purchase Agreement and the

transactions contemplated thereunder (including the issue of the Promissory Notes and

the Convertible Bonds and the allotment and issue of the Conversion Shares);

(v) the Listing Committee of the Stock Exchange granting listing of and permission to deal in

the Conversion Shares;

(vi) all guarantees, representations and warranties given by the Vendor under the Sale and

Purchase Agreement remaining valid, true and correct in all respects as at Completion;

(vii) the obtaining of a PRC legal opinion (in the form and substance satisfactory to the

Purchaser) issued by a PRC legal adviser appointed by the Purchaser on the Target

Company, the Business Restructuring and transactions contemplated under the Sale and

Purchase Agreement;

(viii) the due and proper completion of the Business Restructuring and if necessary, all

necessary registration procedures in relation to the Business Restructuring having

completed by the Vendor;

(ix) the obtaining of a valuation report (in the form and substance satisfactory to the

Purchaser) issued by the Independent Valuer appointed by the Purchaser showing that the

valuation of the Target Group to be not less than HK$800,000,000 as at the reference date

to be agreed by the Vendor and the Purchaser based on the discounted cash flow model;

(x) signing of the Service Agreement;

(xi) signing of the Automotive Engine Sales Framework Agreements;

(xii) the completion of the purchase of the Engine Production Line by the PRC Company.

The Vendor shall use its best endeavours to procure the fulfilment of the conditions (i), (ii),

(vi) to (xii) above. The Purchaser shall use its best endeavours to procure the fulfilment of the

conditions (iii) to (v) above by the Long Stop Date (as defined below). Save for conditions set

out in (i) and (vi) above which can be waived by the Purchaser by notice in writing, no other
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conditions precedent can be waived. If any of the conditions set out above shall not have been

fulfilled (or waived, as the case may be) on or before 31 March 2016 or such other date as the

Vendor, the Guarantor and the Purchaser may agree in writing (the ‘‘Long Stop Date’’), the

Sale and Purchase Agreement shall cease and determine and no parties shall have any

obligations and liabilities thereunder save for any antecedent breaches of the terms thereof.

Completion

Completion shall take place on the Completion Date, being the third Business Day after the

fulfilment (or waiver, as the case may be) of the conditions set out above, or such other date as

the Vendor and the Purchaser may agree in writing.

Upon Completion, the Target Company and its subsidiaries will become subsidiaries of the

Company and their results, assets and liabilities will be consolidated into the consolidated

financial statements of the Company.

THE PROMISSORY NOTES

The Company will issue the Promissory Notes in the aggregate principal amount of

HK$410,000,000 to the Vendor as part of the Consideration upon Completion. The

Promissory Notes are unsecured and at an interest rate of 10% per annum. The interest is

payable at maturity. The Promissory Notes are transferrable (except to the connected

person(s) of the Company) and will mature at the 2nd anniversary from the date of issue.

The Promissory Notes are redeemable early by the Company for any principal amount of not

less than HK$10,000,000 (or all the outstanding principal amount if such amount is less than

HK$10,000,000) together with the outstanding interest accrued on the redemption amount by

not less than 10 Business Days’ written notice to the holder of the Promissory Notes.

For the fulfilment of the Vendor’s obligations under the Profit Guarantee, the Vendor and the

Purchaser agree that the Promissory Notes in an aggregate face value of HK$410,000,000 shall

be deposited with the Escrow Agent by the Vendor in favour of the Company after the

Completion. For further details of the deposit, please refer to information as set out in the

section headed ‘‘Adjustment to Consideration’’ above.

THE CONVERTIBLE BONDS

Pursuant to the terms of the Sale and Purchase Agreement, the Company will issue the

Convertible Bonds in the principal amount of HK$390,000,000 to the Vendor as part payment

of the Consideration upon Completion.

For the fulfilment of the Vendor’s obligations under the Profit Guarantee, the Vendor and the

Purchaser agree that the Convertible Bonds in the principal amount of HK$390,000,000 shall

be deposited with the Escrow Agent by the Vendor in favour of the Company after the

Completion. For further details of the deposit, please refer to information as set out in the

section headed ‘‘Adjustment to Consideration’’ above.

The terms of the Convertible Bonds have been negotiated on an arm’s length basis, principal

terms of which are summarised as follows:

Issuer : the Company

Maturity Date : the 2nd anniversary of the issue date of the Convertible Bonds
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Interest : The Convertible Bonds shall not bear any interest

Conversion period : The period commencing on the date of issue of the Convertible

Bonds and ending on the Maturity Date

Conversion Price : HK$2.00 per Conversion Share (subject to adjustments)

Aggregate principal

amount

: HK$390,000,000

Transferability : the Convertible Bonds cannot be transferred without the prior

written consent of the Company, save where transfer is made to a

wholly-owned subsidiary of the holder of the Convertible Bonds

(‘‘Bondholder’’), or the holding company of such Bondholder

owning the entire issued share capital of such Bondholder,

provided that the Convertible Bonds will be re-transferred to

such Bondholder immediately upon the transferee ceasing to be a

wholly-owned subsidiary of such Bondholder or a holding

company of the Bondholder who owns the entire issued share

capital of such Bondholder, in which case no prior written consent

from the Company shall be required.

Conversion : holder(s) of the Convertible Bonds shall have the right at any time

from date of issue of the Convertible Bonds up to 4 : 00 p.m. on the

Maturity Date to convert in whole or in part the outstanding

principal amount of the Convertible Bonds in whole multiples of

HK$1,000,000 into Conversion Shares, save that if at any time the

outstanding principal amount of the Convertible Bonds is less than

HK$1,000,000, the whole (but not part only) of the outstanding

principal amount of the Convertible Bonds may be converted,

provided that any conversion of the Convertible Bonds (i) does not

trigger any mandatory offer obligation under Rule 26 of the

Takeovers Code on the part of the Bondholder which exercised the

conversion rights, representing more than 30% or more (or such

other percentage as stated in Rule 26 of the Takeovers Code in

effect from time to time) of the then issued share capital of the

Company or otherwise pursuant to other provisions of the

Takeovers Code; and (ii) does not result in the public float of the

Shares being less than 25% (or any given percentage as required by

the Listing Rules.) of the issued Shares of the Company

Adjustments to

Conversion Price

: the Conversion Price is subject to adjustments upon the occurrence

of subdivision or consolidation of Shares, capitalisation issues,

capital distribution, rights issues, issue of securities wholly for

cash, alteration of conversion or exchange price of convertible or

exchangeable securities, such adjustments shall be determined by

approved merchant bank or the auditors of the Company in such

manner as they consider appropriate in accordance with the terms

and conditions of the Convertible Bonds.
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Early redemption : the Company may at any time before the maturity date by serving

at least ten (10) days’ prior written notice on the Bondholder with

the total amount proposed to be redeemed from the Bondholder

specified therein, redeem the Convertible Bonds (in whole or in

part) at 100% of the principal amount of such Convertible Bonds.

Voting rights : holder(s) of the Convertible Bonds shall not be entitled to attend or

vote at any general meeting of the Company.

Listing : the Convertible Bonds will not be listed on the Stock Exchange or

any other stock exchange. An application will be made to the Stock

Exchange for the listing of, and permission to deal in, the

Conversion Shares.

Assuming there will be no issue or repurchase of Shares from the date of this announcement,

upon the exercise in full of the conversion rights attaching to the Convertible Bonds at the

Conversion Price, the Company will allot and issue an aggregate of 195,000,000 Conversion

Shares, representing (i) approximately 97.50% of the issued share capital of the Company as at

the date of this announcement; and (ii) approximately 49.37% of the issued share capital of the

Company as enlarged by allotment and issue of the Conversion Shares.

The Conversion Shares will be allotted and issued under the specific mandate. The Conversion

Shares shall rank equally among themselves and pari passu in all respects with the Shares in

issue on the date of allotment and issue of the Conversion Shares.

THE CONVERSION PRICE

The Conversion Price, being HK$2.0 per Share, was determined after arm’s length

negotiations between the Company and the Vendor, which represents:

(a) a discount of approximately 60.78% to the closing price of HK$5.10 per Share as quoted

on the Stock Exchange on 12 October 2015, being the Last Trading Day;

(b) a discount of approximately 58.76% to the average closing price of HK$4.85 per Share as

quoted on the Stock Exchange for the last 5 consecutive trading days up to and including

Last Trading Day;

(c) a discount of approximately 56.99% to the average closing price of HK$4.65 per Share as

quoted on the Stock Exchange for the last 10 consecutive trading days up to and including

Last Trading Day;

(d) a premium of approximately 76.99% over the consolidated net assets attributable to

equity holders of the Company of approximately HK$1.13 per Share as at 31 March 2015,

based on the consolidated net assets according to the Company’s annual report and the

number of issued Shares as at the date of this announcement; and

(e) a premium of approximately 127.27% over the adjusted consolidated net assets

attributable to equity holders of the Company upon reducing the total amount of

special cash dividend i.e. HK$50,000,000 declared by the Company on 4 August 2015 of

approximately HK$0.88 per Share as at 31 March 2015, based on the consolidated net

assets according to the Company’s annual report and the number of issued Shares as at

the date of this announcement.
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APPLICATION FOR LISTING

The Company will apply to the Stock Exchange for the listing of, and permission to deal in,

the Conversion Shares to be issued upon the exercise of the conversion rights attached to the

Convertible Bonds.

EFFECT ON THE SHAREHOLDING STRUCTURE

The following chart depicts the effects of the issue of the Conversion Shares on the

shareholding structure of the Company based on the issued share capital and shareholding

structure of the Company as at the date of this announcement and assuming Completion has

taken place and the exercise in full of conversion rights attaching to the Convertible Bonds at

the Conversion Price, without taking into account issue of new Shares, if any, after the date of

this announcement and prior to Completion:

As at the date of this

announcement

Immediately after the

allotment and issue of the

Conversion Shares upon

the exercise in full of the

conversion rights attaching

to the Convertible Bonds

No. of shares % No. of shares %

Youth Force (Note) 150,000,000 75.00 150,000,000 37.97

Public Shareholders 50,000,000 25.00 50,000,000 12.66

Vendor — — 195,000,000 49.37

Total 200,000,000 100.00 395,000,000 100.00

Note:

As at the date of this announcement, Youth Force is wholly-owned by Mr. Jiang Jianhui.

INFORMATION ON THE VENDOR AND THE TARGET COMPANY

The Vendor, a company incorporated in BVI with limited liability, is wholly owned by

Ms. Weng Guangmin, being the Guarantor.

As at the date of this announcement, the Vendor owns the entire equity interest in the Target

Company, a company incorporated in BVI with limited liability. The Target Company owns

the entire equity interest in the HK Company, a company incorporated in Hong Kong with

limited liability. The HK Company owns the entire equity interest in the WFOE Company, a

company established in the PRC with limited liability.

Upon completion of the Business Restructuring, the WFOE Company will own the entire

equity interest in the PRC Company.

Signing of the Service Agreement

Pursuant to the Sale and Purchase Agreement, prior to the Completion, the Guarantor shall

enter into the Service Agreement with the PRC Company.
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Pursuant to the Service Agreement, the Vendor shall appoint the Guarantor to be the PRC

Company’s director for a term of two years and responsible for the PRC Company’s daily

business operation.

Signing of the Automotive Engine Sales Framework Agreements

Pursuant to the Sale and Purchase Agreement, prior to the Completion, the PRC Company

shall enter into the First Automotive Engine Sales Framework Agreement, Second

Automotive Engine Sales Framework Agreement and Third Automotive Engine Sales

Framework Agreement, with BAIC Yinxiang Automobile Co., Limited# (北汽銀翔汽車有限

公司), ChongQing Mystery Speed Automobile Accessory Limited# (重慶幻速汽車配件有限公

司) and ChongQing North Automobile Company Limited# (重慶比速汽車有限公司) (‘‘Chong

Qing North Automobile’’) respectively, with terms that shall be satisfied by the Purchaser.

Signing of the Factory Leasing Agreement

Pursuant to the Sale and Purchase Agreement, the Vendor shall procure Chong Qing North

Automobile to obtain the property ownership certificate for a factory (the ‘‘Factory’’) located

in Tuchang Village, Hechuan District, Chongqing City, PRC, with an total area of

approximately 20,000 square meters within 6 months after the date of the Sale and

Purchase Agreement. The Vendor shall also procure ChongQing North Automobile to enter

into the Factory Leasing Agreement (in the form and substance satisfactory to the Purchaser)

leasing the Factory to the PRC Company within 3 Business Days after the obtaining of the

property ownership certificate of the Factory. The Vendor shall further procure Chongqing

North Automobile to allow the PRC Company to use the Factory free of charge before the

entering into the Factory Leasing Agreement.

Purchase of the Engine Production Line

On 8 October 2015, the PRC Company entered into the Production Line Agreement with

Beijing Guangan Xinye Information Consultation Centre# (北京廣安信業信息諮詢中心) in

relation to the purchase of the Engine Production Line by the PRC Company at the

consideration of RMB40,000,000.

Financial information of the Target Group

The Target Company was incorporated in BVI on 22 September 2015 and the Target Company

acquired the HK Company in early October 2015, therefore the Target Group has not incurred

any turnover, profit or loss after tax yet.

Set out below is the summary of the net assets and total assets extracted from the consolidated

financial statements of the Target Group for the period ended 8 October 2015 :

As at

8 October 2015

HK$

Net assets 8

Total assets 49,703,419
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REASONS FOR AND BENEFITS OF THE ACQUISITION

The Company, a company incorporated in the Cayman Islands with limited liability and the

issued shares of which are listed on Main Board of the Stock Exchange, is an investment

holding company. The Group is principally engaged in civil engineering works as well as

building construction and maintenance in Hong Kong.

Whilst the Group maintains its core business in these areas, the Board continuously explores

different investment opportunities and is of the view that the Acquisition presents an excellent

opportunity for the Group to expand its business portfolio into the automobile sector. The

Target Group will contribute to the consolidated cash flow and income of the Group

immediately following completion of the Acquisition.

The State Council of the PRC released an announcement on ‘‘No Restriction on New Energy

Cars by the State Council the People’s Republic of China’’ (國務院:新能源車不得限行限),

which emphasised that from 1 October 2015 to 31 December 2016, the PRC government would

implement a 50 percent reduction in the tax on buying vehicles for passenger vehicles which

are under 1,600 cubic centimeters (the ‘‘cc’’) displacement in mainland China. With a lower

taxation on purchasing cars, this encourages residents to acquire their vehicles thus

stimulating the demand on automobiles and hence will have a positive impact on the

automotive engine business segment in general.

In consideration of the Profit Guarantee and the future prospects of the Target Company as

mentioned above, the Board considers that the terms of the Sale and Purchase Agreement are

fair and reasonable and in the interests of the Company and the Shareholders as a whole.

IMPLICATIONS UNDER THE LISTING RULES

As one or more the applicable percentage ratios of the Acquisition exceed 25% but are lower

than 100%, the Acquisition constitutes a major transaction on the part of the Company under

Chapter 14 of the Listing Rules. Therefore, the Acquisition will be subject to the reporting,

announcement and the Shareholders’ approval requirements under Chapter 14 of the Listing

Rules.

As at the date of this announcement, Youth Force, a company wholly-owned by Mr. Jiang

Jianhui, is a controlling Shareholder and directly owns 150,000,000 Shares, representing 75%

of the issued share capital of the Company. As no Shareholder has any material interest in the

Acquisition, no Shareholder (including Youth Force) would be required to abstain from

voting if the Company were to convene an extraordinary general meeting to approve the

Acquisition and the transactions contemplated thereunder. The Company has obtained a

written approval from Youth Force for the approval of the Sale and Purchase Agreement and

the transactions contemplated thereunder. As such, no extraordinary general meeting of the

Company will be convened by the Company to approve the Sale and Purchase Agreement and

the transactions contemplated thereunder.

A Circular containing, among other things, further details of the Acquisition and the

transactions contemplated thereunder, is expected to be despatched to Shareholders on or

before 3 November 2015.
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WARNING

Shareholders and investors should note that completion of the Acquisition is subject to various

conditions as stated in the section headed ‘‘Conditions precedent’’ above. Investors and

Shareholders are therefore urged to exercise caution when dealing in the Shares.

DEFINITIONS

In this announcement, unless the context otherwise requires, the following expressions shall

have the following meanings:

‘‘Acquisition’’ the proposed acquisition of the Sale Share and Sale Loan under the

Sale and Purchase Agreement

‘‘Automotive Engine

Sales Framework

Agreements’’

The First Automotive Engine Sales Framework Agreement, Second

Automotive Engine Sales Framework Agreement and Third

Automotive Engine Sales Framework Agreement

‘‘Board’’ the board of Directors

‘‘Business Days’’ a day (excluding Saturday, Sunday and public holiday) on which

licensed banks in Hong Kong are generally open for business

‘‘Business

Restructuring’’

the business restructuring undergone by the Target Company prior to

the Completion including the establishment of the PRC Company by

the WFOE Company and upon the establishment of the PRC

Company, the PRC Company will become a wholly-owned

subsidiary of the WFOE Company

‘‘BVI’’ the British Virgin Islands

‘‘Circular’’ the circular to be issued by the Company to the Shareholders as

required under the Listing Rules in respect of the Acquisition

‘‘Company’’ Excel Development (Holdings) Limited, a company incorporated in

the Cayman Islands with limited liability, the issued shares of which

are listed on the Main Board of the Stock Exchange (Stock Code:

1372)

‘‘Completion’’ completion of the sale and purchase of the Sale Share and Sale Loan

pursuant to the Sale and Purchase Agreement

‘‘Completion Date’’ the date which is the third (3rd) Business Day after the date on which

the conditions precedent under the Sale and Purchase Agreement are

satisfied or waived or such other date as the Purchaser and the Vendor

may agree in writing

‘‘Connected

Person(s)’’

as defined in the Listing Rules

‘‘Consideration’’ the aggregate consideration of HK$800,000,000 payable in respect of

the proposed Acquisition pursuant to the Sale and Purchase

Agreement
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‘‘Conversion Price’’ the initial conversion price of HK$2.0 per Conversion Share upon the

exercise of the conversion rights attaching to the Convertible Bonds

‘‘Conversion Shares’’ the new Shares to be allotted and issued to the holder of the

Convertible Bonds by the Company upon exercise of the conversion

rights attaching to the Convertible Bonds

‘‘Convertible Bonds’’ the zero coupon convertible bonds to be issued by the Company upon

Completion pursuant to the terms of the Sale and Purchase

Agreement in partial settlement of the Consideration, details of

which are set out in the paragraph headed ‘‘The Convertible Bonds’’

above

‘‘Directors’’ directors of the Company

‘‘Engine Production

Line’’

the underlying engine production line pursuant to the Production

Line Agreement

‘‘Escrow Agent’’ the escrow agent to be engaged by the Purchaser, the Company and

the Vendor at Completion in respect of the escrow arrangement of the

Promissory Notes and the Convertible Bonds

‘‘Factory Leasing

Agreement’’

the factory leasing agreement to be entered into by the PRC Company

and ChongQing North Automobile Company Limited (重慶比速汽車

有限公司*) in relation to the leasing of the factory located in Tuchang

Village, Hechuan District, Chongqing City, PRC

‘‘First Automotive

Engine Sales

Framework

Agreement’’

the framework agreement to be entered into by the PRC Company

and BAIC Yinxiang Automobile Co., Limited# (北汽銀翔汽車有限公

司) in relation to the supply of automotive engines by the PRC

Company to BAIC Yinxiang Automobile Co., Limited# (北汽銀翔汽

車有限公司)

‘‘Group’’ the Company and its subsidiaries

‘‘Guarantor’’ Ms. Weng Guangmin

‘‘HK Company’’ Smart Source Corporation Limited, a company incorporated in Hong

Kong with limited liability and a direct wholly-owned subsidiary of

the Target Company

‘‘Hong Kong’’ the Hong Kong Special Administrative Region of the PRC

‘‘Independent Third

Party(ies)’’

any person(s) or company(ies) and their respective ultimate beneficial

owner(s) are third parties independent of the Group and its connected

persons in accordance with the Listing Rules

‘‘Independent

Valuer’’

an independent professional valuer to be appointed by the Purchaser

conduct the business valuation on the Target Company and its

subsidiaries

‘‘Last Trading Day’’ 12 October 2015, being the date of this announcement
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‘‘Listing Rules’’ the Rules Governing the Listing of Securities on the Stock Exchange

‘‘Maturity Date’’ the second anniversary of the date of issue of the Convertible Bonds

‘‘Payment Date’’ the date on which the Promissory Notes and Convertible Bonds are

released to the Vendor or its nominee(s) in accordance with the terms

of the Sale and Purchase Agreement

‘‘PRC’’ the Peoples Republic of China, for the purposes of this announcement

and for geographical reference only, excludes Taiwan, the Macao

Special Administrative Region and Hong Kong

‘‘PRC Company’’ a company to be established by the WFOE Company in Chongqing

City, PRC with limited liability pursuant to the Business

Restructuring

‘‘Production Line

Agreement’’

the agreement entered into by the WFOE Company and Beijing

Guangan Xinye Information Consultation Centre# (北京廣安信業信

息諮詢中心) on 8 October 2015 in relation to the purchase of the

Engine Production Line by the WFOE Company

‘‘Profit Guarantee’’ the guarantee of the 1st Guaranteed Profit and the 2nd Guaranteed

Profit given by the Vendor under the Sale and Purchase Agreement

‘‘Promissory Notes’’ 10% interest bearing promissory notes in the aggregate principal

amount of HK$410,000,000 to be issued by the Company to the

Vendor (or its nominee(s)) for part of the Consideration which shall

be due on the 2nd anniversary from the date of its issue

‘‘Purchaser’’ Future Marvel Limited, a company incorporated in BVI with limited

liability and a direct wholly-owned subsidiary of the Company

‘‘Sale and Purchase

Agreement’’

the agreement dated 12 October 2015 entered into between the

Purchaser, the Vendor and the Guarantor in relation to the sale and

purchase of the Sale Share and Sale Loan

‘‘Sale Loan’’ the shareholder’s loan owing by the Target Company to the Vendor at

Completion and all obligations, liabilities and debts owing or incurred

by the Target Group to the Vendor on Completion whether actual,

contingent or deferred and irrespective of whether or not the same is

due and payable on Completion. As at 8 October 2015, the Sale Loan

amounted to approximately HK$49,696,000

‘‘Sale Share’’ One (1) share in the Target Company, representing the entire issued

share capital of the Target Company

‘‘Second Automotive

Engine Sales

Framework

Agreement’’

the framework agreement to be entered into by the PRC Company

and ChongQing Mystery Speed Automobile Accessory Limited# (重慶

幻速汽車配件有限公司) in relation to the supply of automotive

engines by the PRC Company to ChongQing Mystery Speed

Automobile Accessory Limited# (重慶幻速汽車配件有限公司)
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‘‘Service Agreement’’ the agreement entered into by the Guarantor and the PRC Company

in relation to the appointment of Guarantor to be a director of the

PRC Company

‘‘SFO’’ the Securities and Futures Ordinance (Chapter 571 of the Laws of

Hong Kong)

‘‘Share(s)’’ ordinary share(s) of HK$0.01 each of the Company

‘‘Shareholders’’ Shareholders of the Company

‘‘Stock Exchange’’ The Stock Exchange of Hong Kong Limited

‘‘Takeovers Code’’ the Hong Kong Code on Takeovers and Mergers

‘‘Target Company’’ Well Surplus Enterprises Limited, a company incorporated in BVI

with limited liability and wholly owned by Power Expert Global

Limited

‘‘Target Group’’ Target Company and its subsidiaries

‘‘Third Automotive

Engine Sales

Framework

Agreement’’

the framework agreement to be entered into by the PRC Company

and ChongQing North Automobile Company Limited# (重慶比速汽車

有限公司) in relation to the supply of automotive engines by the PRC

Company to ChongQing North Automobile Company Limited# (重慶

比速汽車有限公司)

‘‘Valuation Report’’ the valuation report on the Target Group to be prepared by the

Independent Valuer

‘‘Vendor’’ Power Expert Global Limited, a company incorporated in BVI with

limited liability, which is wholly-owned by Ms. Weng Guangmin

‘‘WFOE Company’’ Lianyungang Signality and Information Consulting Services Co., Ltd#

(連雲港訊利信息諮詢服務有限公司), a wholly foreign-owned

enterprise established in the PRC with limited liability and wholly-

owned by the HK Company

‘‘Youth Force’’ Youth Force Asia Limited, a company incorporated in BVI with

limited liability and a controlling Shareholder

‘‘HK$’’ Hong Kong dollars, the lawful currency of Hong Kong

‘‘RMB’’ Renminbi, the lawful currency of the PRC

# The Chinese names have been translated into English in this announcement for reference only

By Order of the Board

Excel Development (Holdings) Limited

Wong Hin Shek

Chairman

Hong Kong, 12 October 2015
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As at the date of this announcement, the executive Directors are Mr. Wong Hin Shek and

Mr. Xing Bin; and the independent non-executive Directors are Ms. Chu Yin Yin, Georgiana,

Mr. Yip Tai Him and Mr. Chan Kai Wing.

– 17 –



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /DAN <>
    /DEU <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks true
      /AddColorBars true
      /AddCropMarks true
      /AddPageInfo true
      /AddRegMarks true
      /BleedOffset [
        14.173230
        14.173230
        14.173230
        14.173230
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 0
      /MarksWeight 0.283460
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /JapaneseWithCircle
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


