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Euro-Asia Agricultural (Holdings) Company Limited

(Incorporated in Bermuda with limited liability)

ANNOUNCEMENT

discloseable and CONNECTED TRANSACTIONS

The Board announces that (i) on 21 December 2001, SEAA, a wholly owned subsidiary of the Company entered into the Greenhouse Acquisition Agreement with SEAI in relation to the acquisition by SEAA of SEAI's entire interest, right and title in the Greenhouse Facilities for a consideration of RMB107,348,100; (ii) on 21 December 2001, SEAA entered into the Lease Agreement with SEAI in relation to the lease by SEAA of the Underlying Land for a term of 20 years, at a leasing fee of RMB125,000 per hectare per annum; and (iii) on 21 December 2001, SEAA also entered into the Office Building Acquisition Agreement with SEAI in relation to the acquisition by SEAA of SEAI's entire interest, right and title in the Office Buildings for a consideration of RMB70,000,000.

SEAI is wholly-owned by Euro-Asia International, which in turn is wholly-owned by Mr. Yang Bin, the ultimate controlling shareholder and an executive director of the Company. SEAI is hence an Associate of Mr. Yang Bin and a connected person of the Company for the purposes of the Listing Rules. Under the Listing Rules, the Greenhouse Acquisition, the Lease and the Office Building Acquisition constitute connected transactions of the Company and are subject to the approval by the Independent Shareholders at the SGM.

A circular containing, among other matters, further details of the Agreements, a letter from the Independent Board Committee, a letter from the independent financial adviser appointed to advise the independent Board Committee, and a valuation report prepared by American Appraisal will be dispatched to the Independent Shareholders as soon as practicable.

1.
GREENHOUSE ACQUISITION AGREEMENT

Date of agreement

21 December 2001

Parties to agreement

Vendor
:
SEAI

Purchaser
:
SEAA

Assets to be acquired

Under the Greenhouse Acquisition Agreement, SEAI shall sell to SEAA or its nominee its entire interest, right and title in the Greenhouse Facilities.

Consideration

The consideration for the Greenhouse Acquisition of RMB107,348,100 was arrived at after arm's length negotiations between the parties thereto and on normal commercial terms. The consideration represents the construction cost of the Greenhouse Facilities, which was based on valuation by American Appraisal on the value of Greenhouse Facilities as at 15 December 2001. As such, the Directors consider that such consideration to be fair and reasonable and the Greenhouse Acquisition is in the best interests of the Company.

Payment terms

The consideration shall be satisfied by SEAA's internal resources and be payable by cash to SEAI within 15 days after all the Greenhouse Facilities had been transferred to SEAA and that all conditions precedent under the Greenhouse Acquisition Agreement had been satisfied. The Company will not utilize any of the proceeds from the initial public offering of the Company for the purpose of the Greenhouse Acquisition.

Conditions

The Greenhouse Acquisition Agreement is conditional upon, inter alia, the following:

-
the compliance of the applicable disclosure requirements under the Listing Rules and the passing of a resolution at the SGM approving the Greenhouse Acquisition Agreement by the Independent Shareholders;

-
all conditions in the Lease Agreement having been fulfilled; and

-
all relevant PRC regulations in respect of foreign enterprise have been complied with.

2.
LEASE AGREEMENT

Date of agreement

21 December 2001

Parties to agreement

Landlord
:
SEAI

Tenant
:
SEAA

Land to be leased

Under the Lease Agreement, SEAI shall lease to SEAA or its nominee the Underlying Land for a term of 20 years commencing on the date on which the last of the conditions precedent under the Lease Agreement has been fulfilled.

Consideration

The annual leasing fee for the Underlying Land of RMB125,000 per hectare (RMB1,825,000 per annum) was arrived at after arm's length negotiations between the parties with reference to the market value of similar land and which was based on a letter from American Appraisal on the annual leasing fee of the Underlying Land as at 15 December 2001. As such, the Directors consider such annual leasing fee to be fair and reasonable as far as the Independent Shareholders are concerned.

Payment terms

Upon the satisfaction of the conditions under the Lease Agreement, the total annual leasing fee for the Underlying Land shall be satisfied by SEAA's internal resources and be payable in cash semi-annually on or before 30th June and 31st December each year during the term of the lease.

Conditions

The Lease Agreement is conditional upon, inter alia, the compliance of the applicable disclosure requirements under the Listing Rules and the passing of a resolution at the SGM approving the Lease Agreement by the Independent Shareholders.

3.
OFFICE BUILDING ACQUISITION AGREEMENT

Date of agreement

21 December 2001

Parties to agreement

Vendor
:
SEAI

Purchaser
:
SEAA

Assets to be acquired

Under the Office Building Acquisition Agreement, SEAI shall sell to SEAA or its nominee its entire interest, right and title in the Office Buildings.

Consideration

The consideration for the Office Building Acquisition of RMB70,000,000 was arrived at after arm's length negotiations between the parties thereto and on normal commercial terms with reference to the market value, and which was based on an independent valuation report prepared by American Appraisal on the value of Office Buildings as at 15 December 2001. As such, the Directors consider that such consideration to be fair and reasonable and the Office Building Acquisition is in the best interests of the Company.

Payment terms

The consideration shall be satisfied by SEAA's internal resources and be payable by cash to SEAI within 15 days after all relevant PRC transfer and registration procedures applicable to the Office Buildings and the land on which it is situated had been complied with and that all conditions precedent under the Office Building Acquisition Agreement had been satisfied. The Company will not utilize any of the proceeds from the initial public offering of the Company for the purpose of the Office Building Acquisition.

Conditions

The Office Building Acquisition Agreement is conditional upon, inter alia, the following:

-
the compliance with the applicable disclosure requirements under the Listing Rules and the passing of a resolution at the SGM approving the Office Building Acquisition Agreement by the Independent Shareholders;

-
all relevant PRC regulations applicable to the transfer and registration of the Office Buildings and the land on which it is situated had been complied with; and

-
all relevant PRC regulations in respect of foreign enterprise have been complied with.

4.
COMPLETION

Completion of the Greenhouse Acquisition and the Office Building Acquisition shall take place within 30 days after the date when the last of the conditions precedent set out in the respective Agreements have been fulfilled.

5.
REASONS FOR GREENHOUSE ACQUISITION, THE LEASE AND OFFICE BUILDING ACQUISITION

GREENHOUSE ACQUISITION AND THE LEASE

As outlined in the Prospectus, the Greenhouse Facilities were not included in the business and assets transferred pursuant to the Corporate Reorganization owing to the fact that the Underlying Land was allocated by the local government to SEAI exclusively for its own use and thus, under the laws of the PRC, SEAI is not permitted to lease the piece of land to any other parties. The Lease Agreement and the Greenhouse Acquisition Agreement were the result of an agreement between the Group and SEAI (as set out in the section headed "business" in the Prospectus) pursuant to which SEAA has the first right of refusal to acquire the Greenhouse Facilities from SEAI at its construction cost, subject to full compliance with the Listing Rules, and rent the Underlying Land from SEAI at the rate of RMB125,000 per hectare per annum at such time as SEAI is able to change the nature of the land use right so that SEAA can legally rent and use it. In or about late November 2001, SEAI has obtained such approval from the local government authority to change the nature of the land use right.

The Directors consider the Greenhouse Acquisition together with the Lease is constructive to the future business development of the Group in facilitating the use of computerized greenhouse cultivation technology in the production of floricultural and agricultural produce.

OFFICE BUILDING ACQUISITION

The Directors also believe that the Group is currently facing the high expansion phase of its business cycle since the demand from both the domestic PRC market and overseas markets has exceeded the Directors' expectation. At present, the limited areas of office building for day-to-day administration and research development has imposed certain restrictions on the Group's plan to take full advantage of the current market situation.

The Group expects to relocate a substantial part of its administrative and research components to the Office Buildings upon completion of the Office Building Acquisition to centralize the Group's operation. The Directors consider that the Office Building Acquisition would increase the administrative efficiency, assist technological development and enhance the future expansion of the Group's business.

Furthermore, the Directors also consider that (i) the consideration for the Greenhouse Acquisition at the construction cost of the Greenhouse Facilities, (ii) the annual leasing fee of RMB125,000 per hectare under the Lease Agreement and (iii) the consideration for the Office Building Acquisition with reference to market value are fair and reasonable and in the best interests of the Company.

6.
Waiver from the Stock Exchange

The Lease, subject to the approval of the shareholders in the SGM, constitutes a connected transaction of the Company, which would normally be subject to certain disclosure requirement under the Listing Rules. The Company obtained from the Stock Exchange a waiver on 9 July 2001 in respect of, among other things, certain lease arrangements including the Lease Agreement to be entered into upon the exercise of the first right of refusal (the lease arrangements collectively set out in the section headed "connected transaction" in the section headed "Business" on pages 76 to 77 of the Prospectus". In particular, the Lease in connection with the Underlying Land was referred to in the penultimate paragraph in page 77 of the Prospectus) which constitute connected transactions, for a period expiring on 31 December 2003 from compliance with the normal disclosure requirements applicable to connected transactions under the Listing Rules subject to certain conditions. The Directors confirm that the total consideration payable in respect of the lease arrangements (of which the annual leasing fee of RMB125,000 per hectare payable under the Lease Agreement forms part) will still fall within the applicable upper limit applicable to the lease arrangements, namely HK$10,000,000 in the relevant financial year of the Group. A brief summary of the said lease arrangements is set out below:

Date of lease agreement
Description of lease
Rent per annum

25 May 2001
4 hectares of land at Yuhong District, Shenyang, Liaoning Province
RMB
500,000

25 May 2001
Approximately 60 hectares of land at Yuhong District, Shenyang,
RMB 7,500,000


Liaoning Province

Sub total:

RMB
8,000,000

21 December 2001
Approximately 14.6 hectares of land at Yuhong District,
RMB
1,825,000


Shenyang, Liaoning Province 

(forming the Underlying Land upon which the Greenhouse


Facilities is situated on and the peripheral land surrounding the Greenhouse Facilities)

Total:

RMB
9,825,000

Total in HK$:

HK$9,268,868

The Lease therefore falls within the scope of the waiver granted by the Stock Exchange in respect of the lease arrangements and is subject to the same conditions as follows:

1.
The Company's independent Directors will review these connected transactions annually and confirm in the Company's annual report for the year in question that:

(1)
the connected transactions have been entered into in the ordinary and usual course of business of the Group;

(2)
the connected transactions have been entered into on an arm's length basis and, where there are comparable transactions, on normal commercial terms or on terms better than normal commercial terms;

(3)
the connected transactions are on terms that are fair and reasonable, or favourable so far as the shareholders of the Company are concerned;

(4)
the connected transactions have been entered into in accordance with the terms of the agreement governing such transaction or, where there is no agreement, on terms that are not less favourable than terms available to independent third parties; and

(5)
the connected transactions are within the applicable upper limit set out in the paragraph below;

2.
The consideration payable in respect of the lease arrangements shall not exceed HK$10,000,000 in the relevant financial year of the Group.

3.
Details of the connected transactions will be disclosed in the Company's annual report as set out in Rules 14.25(1)(A) to (D) of the Listing Rules.

4.
The auditors of the Company will review the connected transactions annually and provide the Directors with a letter, a copy of which should be provided to the Stock Exchange, stating that the connected transactions:

(1)
have received the approval of the Directors;

(2)
have been entered into in accordance with the terms of the agreements governing such connected transactions or, where there is no agreement, on terms that are not less favourable than terms available to independent third parties; and

(3)
have been entered into within the proposed limits stated in paragraph 2 above (if applicable).

Where, for whatever reason, the auditors decline to accept the engagement or are unable to provide the auditors' letter, the Directors should contact the Listing Division of the Stock Exchange immediately.

5.
The Company's annual report shall contain a statement that, in the opinion of the independent non-executive Directors, the connected transactions have been entered into in the manner as stated in paragraphs 1 and (if applicable) 2 above.

6.
Unless a specific exemption applies under the Listing Rules, if the terms of any of the agreements mentioned above are altered upon renewal or at any time, or if the Group enters into any new agreements with any connected persons (within the meaning of the Listing Rules) in the future, or in relation to the connected transactions referred to in paragraph 2 above, upon the expiry of the waiver period, the Company will comply with the applicable provisions of the Listing Rules relating to connected transactions or will apply for waiver from strict compliance with the relevant requirements.

7.
CONNECTION BETWEEN THE PARTIES IN THE TRANSACTIONS

SEAA is a wholly foreign owned enterprise established in the PRC, which is a wholly owned subsidiary of the Company.

SEAI is wholly-owned by Euro-Asia International, which in turn is wholly-owned by Mr. Yang Bin, the ultimate controlling shareholder and an executive director of the Company. SEAI is hence an Associate of Mr. Yang Bin and a connected person of the Company for the purposes of the Listing Rules. Under the Listing Rules, the Greenhouse Acquisition, the Lease and the Office Building Acquisition constitute connected transactions of the Company and are subject to the approval by the Independent Shareholders at the SGM.

8.
INFORMATION ABOUT THE COMPANY

The Company is an investment holding company, the shares of which are listed on the Main Board of the Stock Exchange. Its subsidiaries are principally engaged in floricultural and agricultural industries, which utilise advanced biotechnologies in the hybridisation, clonal propagation of plants and computerised facilities in the cultivation and production of floricultural and agricultural produce.

9.
General

An independent Board Committee comprising independent non-executive directors of the Company has been appointed, to advise the Independent Shareholders in respect of the Greenhouse Acquisition, the Lease and the Office Building Acquisition. An independent financial adviser has been appointed as financial adviser to advise the Independent Board Committee in respect of the same. A circular containing, inter alia, further details of the Greenhouse Acquisition, the Lease and the Office Building Acquisition, the advice from the Independent Board Committee of the Company and the independent financial adviser to the independent board committee will be dispatched to the Shareholders as soon as practicable.

Unless otherwise specified, amounts denominated in RMB have been translated for the purpose of illustration only into Hong Kong dollars or vice versa in this announcement at the following rate:

HK$1.00: RMB1.06

10.
DEFINITION

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

"Agreements"
collectively (i) the Greenhouse Acquisition Agreement; (ii) the Lease Agreement; and (iii) the Office Building Acquisition Agreement

"American Appraisal"
American Appraisal Hong Kong Limited, an independent valuer appointed by the Company

"Associate"
has the meaning ascribed to it in the Listing Rules

"Board"
the board of Directors

"Company"
Euro-Asia Agricultural (Holdings) Company Limited, an exempted company incorporated in Bermuda with limited liability

"Corporate Reorganisation"
the corporate reorganisation which the Group underwent in preparation for the listing of the Company, details of which are set out in the paragraph headed "Corporate Reorganisation" under the section headed "Further information about the company" in Appendix VI of the Prospectus;

"Directors"
the directors of the Company (excluding the independent non-executive Directors)

"Euro Asia International"
Euro Asia International Import en Export Trade Company B.V., a company incorporated under the laws of the Netherlands, which is the immediate holding company of SEAI and beneficially wholly owned by Mr. Yang Bin

"Greenhouse Acquisition"
the acquisition by SEAA of the Greenhouse Facilities pursuant to the Greenhouse Acquisition Agreement

"Greenhouse Acquisition
a conditional agreement dated 21 December 2001 made between 

  Agreement"
SEAI and SEAA in relation to the of the Greenhouse Facilities acquisition

"Greenhouse Facilities"
greenhouse and all other facilities and equipments situated on the Underlying Land as set out in the schedule to the Greenhouse Acquisition Agreement

"Group"
the Company and its subsidiaries, and where the context so requires, in respect of the period before the Company became the holding company of its present subsidiaries, such subsidiaries, as if they were the subsidiaries of the Company at that time, and includes, in respect of the period before the floricultural and agricultural businesses carried on by SEAI were transferred to SEAA pursuant to the corporate reorganisation of the Group, such businesses as if they were carried on by the Group during such period

"Hong Kong"
Hong Kong Special Administrative Region of the PRC

"Independent Board
an independent committee of the Board comprising the 

  Committee"
independent non-executive Directors namely Mr. Li Weibin and Mr. Wang Xiaojun

"Independent Shareholders"
Shareholders other than Wise Capital and its Associates

"Lease"
the lease by SEAI of the Underlying land to SEAA pursuant to the Lease Agreement

"Lease Agreement"
a conditional agreement dated 21 December 2001 made between SEAI and SEAA in relation to the lease of the Underlying Land by SEAA from SEAI

"Listing Rules"
the Rules Governing the Listing of Securities on the Stock Exchange

"Mr. Yang Bin"
the chairman of the Company, the sole shareholder of Wise Capital and the ultimate controlling shareholder of the Company

"Office Buildings"
two office buildings comprised of (1) Basement and Ground Floor and (2) an office building and the ancillary structure respectively situated in (1) No. 208 Xijiang Street, Yuhong District, Shenyang City, Liaoning Province and (2) No. 197 and 197A Xijiang Street, Yuhong District, Shenyang City, Liaoning Province in the PRC

"Office Building Acquisition"
the acquisition by SEAA of the Office Buildings pursuant to the Office Building Acquisition Agreement

"Office Building
a conditional agreement dated 21 December 2001 made between 

  Acquisition Agreement"
SEAI and SEAA in relation to the acquisition of the Office Buildings

"Prospectus"
the prospectus of the Company dated 9th July 2001;

"PRC" or "China"
the People's Republic of China

"SEAA"
Shenyang Euro-Asia Agriculture Development Co., Ltd., a wholly foreign owned enterprise established in the PRC, which is the principal subsidiary of the Group which carries out its floricultural and agricultural businesses

"SEAI"
Shenyang Euro-Asia Industrial Co., Ltd., a wholly foreign owned enterprise established in the PRC from which the floricultural and agricultural businesses were transferred to SEAA pursuant to the Corporate Reorganisation of the Group

"SGM"
the special general meeting of the Company for the approval of, among other things, the Agreements

"Share(s)"
share(s) of HK$0.10 each of and in the share capital of the Company

"Shareholders"
holders of the Shares

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Underlying Land"
a piece of land owned by SEAI with an aggregate area of approximately 14.6 hectares situated at Bajiaji Village, Beiling Xiang, Yuhong District, Shenyang City, Liaoning Province, PRC

"Wise Capital"
Wise Capital Investments Limited, a company incorporated in Mauritius with limited liability which is beneficially wholly-owned by Mr. Yang Bin

"RMB" or "Renminbi"
Renminbi, the lawful currency of the PRC for the time being

"hectare(s)"
a measurement for the area of land which is equivalent to 10,000 sq. m.


By Order of the Board


Euro-Asia Agricultural (Holdings) Company Limited


Yang Bin


Chairman

27 December, Hong Kong.

Please also refer to the published version of this announcement in the South China Morning Post and its Chinese version in the Hong Kong Economic Times respectively dated 27 December 2001.

* For identification only
Please also refer to the published version of this announcement in SCMP/Hong Kong Economic Times.
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