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

“Board” the board of Directors of the Company

“CMM” CMM International Group Limited, a company incorporated in the 
British Virgin Islands with limited liability

“Company” Jinchuan Group International Resources Co. Ltd (stock code: 
2362), a company incorporated in the Cayman Islands with limited 
liability and the shares of which are listed on the Main Board of 
the Stock Exchange

“connected person(s)” has the meaning ascribed to it in the Listing Rules

“Directors” directors of the Company

“Disposal” the disposal of the Sale Share by the Company to the Purchaser 
on the terms and subject to the condition of the Sale and Purchase 
Agreement

“Group” the Company and its subsidiaries

“HK$” Hong Kong dollar, the lawful currency of Hong Kong

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

“Independent Board Committee” the independent board committee of the Company comprising all 
the independent non-executive Directors of the Company to advise 
the Independent Shareholders of the Company in respect of the 
Disposal

“Independent Shareholders” shareholders of the Company other than those shareholders of the 
Company who have a material interest in the Disposal

“Investec” Investec Capital Asia Limited, a licenced corporation under 
the SFO for carrying out Type 1 (dealing in securities), Type 
4 (advising on securities), Type 6 (advising on corporate 
finance) and Type 9 (asset management) regulated activities, the 
independent financial adviser appointed to advise the Independent 
Board Committee and the Independent Shareholders in respect of 
the Disposal

“Jinchuan Group” 金川集團股份有限公司 (Jinchuan Group Co., Ltd*), a state-
owned enterprise incorporated in the People’s Republic of China 
and the controlling shareholder of the Company

* For identification purpose only
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“Jinchuan HK” Jinchuan Group (Hongkong) Resources Holdings Limited (金川集
團（香港）資源控股有限公司), an investment holding company 
incorporated in Hong Kong with limited liability and a wholly-

owned subsidiary of Jinchuan Group

“Latest Practicable Date” 5 July 2013, being the latest practicable date prior to the printing 

of this Circular

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

Exchange of Hong Kong Limited

“Madam Cheng” Madam Cheng Ho Ming (also known as Cheng Ming Ming), 

a director of CMM

“Purchaser” Ambleside Associates Limited, a company incorporated in the 

British Virgin Islands with limited liability, which is 70% owned 

by Madam Cheng and 30% indirectly owned by Huang Chen Wei 

Lay, Bernadette, who is a director of CMM and a daughter of 

Madam Cheng

“Sale and Purchase Agreement” the agreement dated 24 June 2013 in relation to the sale and 

purchase of the Sale Share

“Sale Share” all of the issued share(s) of the Target Company, representing the 

entire issued share capital of the Target Company

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Target Company” Carissa Bay Inc., a company incorporated in the British Virgin 

Islands with limited liability

“Target Group” the Target Company and its subsidiaries (including CMM)

“%” per cent.
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JINCHUAN GROUP INTERNATIONAL RESOURCES CO. LTD
金川集團國際資源有限公司

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 2362)

Executive Directors: Registered office:

Mr. Yang Zhiqiang (Chairman of the Board and  P.O. Box 309

 Chief Executive Officer) Ugland House

Mr. Zhang Sanlin Grand Cayman KY1-1104

Mr. Zhang Zhong Cayman Islands

Non-executive Directors: Head office and principal place of

Mr. Gao Tianpeng  business in Hong Kong:

Mr. Qiao Fugui Suite 1203B, 12/F, Tower 1

Ms. Zhou Xiaoyin Admiralty Centre

 18 Harcourt Road

Independent non-executive Directors: Hong Kong

Mr. Gao Dezhu

Mr. Wu Chi Keung

Mr. Yen Yuen Ho, Tony

 9 July 2013

To the Shareholders

Dear Sir or Madam,

DISCLOSEABLE AND CONNECTED TRANSACTION
DISPOSAL OF CARISSA BAY INC.

INTRODUCTION

Reference is made to the announcement of the Company dated 24 June 2013.

On 24 June 2013, the Company entered into the Sale and Purchase Agreement with the Purchaser 

and Madam Cheng, pursuant to which the Company agreed to dispose of, and the Purchaser agreed to 

acquire, the Sale Share, being the entire issued share capital of the Target Company, which was a wholly-

owned subsidiary of the Company, on the terms and subject to the condition of the Sale and Purchase 

Agreement.
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As the condition precedent of the Sale and Purchase Agreement has been fulfilled on 24 June 2013, 

the Disposal has been completed on 27 June 2013.

Upon completion of the Disposal, the Target Company has ceased to be a subsidiary of the 

Company, and the financial results of the Target Company and its subsidiaries (including CMM) will no 

longer be consolidated into the Group’s financial statements after completion.

The purpose of this Circular is to provide, amongst others, (1) further information on the 

Disposal; (2) the recommendation from the Independent Board Committee in respect of the Disposal; 

and (3) the advice from the independent financial adviser, Investec, appointed by the Company to advise 

the Independent Board Committee and the Independent Shareholders in respect of the Disposal, to the 

shareholders of the Company for information.

MAJOR TERMS OF THE SALE AND PURCHASE AGREEMENT

Date

24 June 2013

Parties

(1) the Company, being the seller;

(2) the Purchaser, an associate of Madam Cheng who, in turn, is a director of CMM and therefore a 

connected person of the Company; and

(3) Madam Cheng, being the guarantor of the Purchaser.

Assets being disposed of

The Company agreed to dispose of, and the Purchaser agreed to acquire, the Sale Share (together 

with all rights attaching thereto free of any encumbrance from the date of the Sale and Purchase 

Agreement), being the entire issued share capital of the Target Company, which was a wholly-owned 

subsidiary of the Company.

Consideration

The consideration payable by the Purchaser to the Company for the Disposal is HK$24,750,000. 

The consideration has been paid in a lump sum in cash by the Purchaser to the Company prior to the date 

of completion. Madam Cheng has agreed to irrevocably and unconditionally guarantee the full, due and 

punctual payment of such consideration as and when the same becomes due and payable, as well as the 

performance of the other obligations of the Purchaser under the Sale and Purchase Agreement.

The consideration has been determined after arm’s length negotiations between the parties after 

taking into account the net asset value of the Target Group as at 31 December 2012.
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Condition precedent

Completion of the Sale and Purchase Agreement is subject to the Company having obtained the 

resolution from its shareholders in general meeting approving the Disposal as required under the Listing 

Rules, or if permitted under the Listing Rules, the written approval from a shareholder of the Company 

or closely allied group of shareholders of the Company who holds more than 50% in nominal value of the 

securities of the Company giving the right to attend and vote at the general meeting which, but for such 

written approval, would be convened to consider the Disposal.

Completion

It was agreed that completion of the Disposal will take place on the date agreed by the parties 

which shall be within three days of the fulfillment of the condition precedent. As the condition precedent 

above has been fulfilled on 24 June 2013, the Disposal has been completed on 27 June 2013.

FINANCIAL INFORMATION ON THE TARGET GROUP

The Target Company was a wholly-owned subsidiary of the Company. The Target Company, 

together with its subsidiaries (including CMM), represented the cosmetic and beauty business of the 

Group and were engaged in the distribution of cosmetic and beauty products as well as the provision of 

related beauty center services and beauty school tuition services in both Hong Kong and the People’s 

Republic of China. The sales of cosmetic and related products contributed in excess of 50% of the overall 

segmental revenue of the cosmetic and beauty business of the Group for the year ended 31 December 

2012, with the remaining revenue derived from the provision of beauty services, which primarily consisted 

of income from tuition fees and provision of cosmetic services.

The consolidated net profit (or loss) (before and after taxation) of the Target Group for the two 

financial years ended 31 December 2011 and 2012 were as follows:

 For the year ended For the year ended
 31 December 2011 31 December 2012
 (unaudited) (unaudited)
 (HK$) (HK$)

Net profit (or loss) before taxation (12,343,000) (7,922,000)

Net profit (or loss) after taxation (11,968,000) (10,024,000)

FINANCIAL EFFECTS OF THE DISPOSAL

The net proceeds from the Disposal (after deducting the estimated legal expenses and other related 

expenses) is estimated to be HK$24.3 million. The net gain arising from the Disposal is approximately 

HK$4.1 million for the Company, being the difference between the net proceeds of approximately 

HK$24.3 million and the book value of the Sale Share of HK$20.2 million as at 31 December 2012. The 

Company currently intends to apply the net proceeds for provision of additional working capital.
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Upon completion of the Disposal, the Target Company has ceased to be a subsidiary of the 

Company, and the financial results of the Target Company and its subsidiaries (including CMM) will no 

longer be consolidated into the Group’s financial statements after completion.

REASONS FOR, AND BENEFITS OF, THE DISPOSAL

The Directors consider that the Disposal is consistent with the Company’s strategic intention to 

transform its business into the mining and mineral resources sector and to focus on developing its business 

in this sector (through organic growth and acquisitions of assets or businesses), and to seek opportunities 

to dispose of non-performing business and assets at fair consideration.

None of the Directors had any material interest in the Disposal for which they should be required to 

abstain from voting on the board resolutions approving the terms of the Sale and Purchase Agreement and 

the transaction contemplated thereunder.

LISTING RULES IMPLICATIONS

Given that certain applicable percentage ratios in respect of the Disposal exceed 5% but are less 

than 25%, the Disposal constituted a discloseable transaction of the Company and is subject to the 

announcement requirement under Chapter 14 of the Listing Rules.

In addition, the Purchaser is an associate of Madam Cheng who, in turn, is a director of CMM, 

which is a wholly-owned subsidiary of the Target Company and hence was an indirect wholly-owned 

subsidiary of the Company. Accordingly, the Purchaser is a connected person of the Company and the 

Disposal also constituted a connected transaction of the Company under Chapter 14A of the Listing Rules. 

As certain applicable percentage ratios in respect of the Disposal exceed 5%, the Disposal is subject to the 

reporting, announcement and independent shareholders’ approval requirements under Chapter 14A of the 

Listing Rules.

INDEPENDENT BOARD COMMITTEE AND INDEPENDENT FINANCIAL ADVISER

The Independent Board Committee has been established to advise the Independent Shareholders 

on the terms of the Disposal. Investec has been appointed as the independent financial adviser to advise 

the Independent Board Committee and the Independent Shareholders on the terms of the Disposal. Please 

refer to the letter from the Independent Board Committee and the letter from Investec of this Circular 

respectively for the relevant information.

GENERAL INFORMATION

Information on the Group

At the time of the entering into of the Sale and Purchase Agreement, the principal activities of the 

Group were trading of mineral and metal products and the cosmetic and beauty business. Upon completion 

of the Disposal, the Group has ceased to carry on the cosmetic and beauty business. As evidenced by the 

undertaking of the Disposal, the Company’s strategic intention is to continue to transform its business into 

the mining and mineral resources sector.
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Information on the Purchaser

 The Purchaser is incorporated in the British Virgin Islands and is an investment holding company. 

It is 70% owned by Madam Cheng, a director of CMM, which was an indirect wholly-owned subsidiary of 

the Company, and 30% indirectly owned by Huang Chen Wei Lay, Bernadette, who is a director of CMM 

and a daughter of Madam Cheng.

Written Shareholder’s Approval of the Disposal

So far as the Board is aware, no shareholder of the Company is required to abstain from voting 

on resolution to approve the Disposal if the Company were to convene a general meeting. The Company 

has obtained a written shareholder’s approval dated 14 June 2013 from Jinchuan (BVI) Limited, and its 

three wholly-owned subsidiaries who are the immediate shareholders of the Company, in relation to the 

approval of the Disposal. As at the Latest Practicable Date, Jinchuan (BVI) Limited indirectly holds an 

aggregate of 1,667,142,857 shares in the Company, representing approximately 60.52% of the total issued 

share capital of the Company. The Company has applied for, and the Stock Exchange has granted to the 

Company, a waiver from strict compliance with the requirement for holding a general meeting to seek 

independent shareholders’ approval in respect of the Disposal pursuant to Rule 14A.43 of the Listing 

Rules, on the basis that no shareholder of the Company would be required to abstain from voting if the 

Company were to convene a general meeting for the approval of the Disposal and the Company has 

obtained the written shareholder’s approval from Jinchuan (BVI) Limited in respect of the Disposal.

OPINION

The Directors (including the independent non-executive Directors) consider that the terms 

and condition of the Sale and Purchase Agreement are fair and reasonable and the Disposal is in the 

interests of the Company and its shareholders as a whole. Please refer to the letter from the Independent 

Board Committee set out on page 8 of this Circular for further information in relation to the opinion of 

independent non-executive Directors.

ADDITIONAL INFORMATION

Your attention is drawn to the letter from Investec as set out on pages 9 to 17 of this Circular and 

the information set out in the appendix to this Circular.

By Order of the Board

Jinchuan Group International Resources Co. Ltd
Mr. Yang Zhiqiang

Chairman
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JINCHUAN GROUP INTERNATIONAL RESOURCES CO. LTD
金川集團國際資源有限公司

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 2362)

9 July 2013

To the Independent Shareholders

Dear Sir or Madam,

DISCLOSEABLE AND CONNECTED TRANSACTION
DISPOSAL OF CARISSA BAY INC.

We refer to the circular of the Company dated 9 July 2013 (the “Circular”) of which this letter 
forms part. Terms defined in the Circular have the same meanings when used herein unless the context 
otherwise requires.

Since the Disposal constituted a discloseable transaction and a connected transaction of the 
Company under the Listing Rules, the Independent Board Committee has been formed to advise the 
Independent Shareholders as to whether, in our opinion, the terms and condition of the Sale and Purchase 
Agreement are fair and reasonable so far as the Independent Shareholders are concerned. Investec has 
been appointed as the independent financial adviser to the Independent Board Committee in respect of the 
Disposal.

We wish to draw your attention to (i) the Letter from the Board as set out on pages 3 to 7 of the 
Circular; (ii) the Letter from Investec as set out on pages 9 to 17 of the Circular; and (iii) the additional 
information as set out in the appendix to the Circular.

Having taken into account the Sale and Purchase Agreement and the advice from Investec, we 
consider that the terms and condition of the Sale and Purchase Agreement are fair and reasonable and the 
Disposal is in the interests of the Company and its shareholders as a whole.

Since the Stock Exchange has granted to the Company a waiver pursuant to Rule 14A.43 of the 
Listing Rules, the Company is not required to convene a general meeting of its shareholders to approve 
the Sale and Purchase Agreement and the transaction thereunder. If a general meeting were to be 
convened, we would recommend that the Independent Shareholders vote in favour of the resolutions to 
approve the Sale and Purchase Agreement and the transaction contemplated thereunder.

Yours faithfully,
For and on behalf of

the Independent Board Committee
JINCHUAN GROUP INTERNATIONAL RESOURCES CO. LTD
Mr. Gao Dezhu, Mr. Wu Chi Keung and Mr. Yen Yuen Ho, Tony

Independent non-executive Directors
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The following is the text of the letter of advice from Investec to the Independent Board Committee 

and the Independent Shareholders in relation to the Disposal prepared for the purpose of incorporation in 

this circular.

Investec Capital Asia Limited

3609, 36/F, Two International Finance Centre

8 Finance Street, Central, Hong Kong

香港中環金融街8號國際金融中心二期36樓3609室
Tel/電話: (852) 3187 5000

Fax/傳真: (852) 2501 0171
www.investec.com

9 July 2013

To: The Independent Board Committee and

 the Independent Shareholders of

 Jinchuan Group International Resources Co. Ltd

Dear Sirs/Madams,

DISCLOSEABLE AND CONNECTED TRANSACTION
DISPOSAL OF CARISSA BAY INC.

I. INTRODUCTION

We refer to our appointment as the independent financial adviser to advise the Independent Board 

Committee and the Independent Shareholders with regard to the transactions contemplated under the 

Sale and Purchase Agreement. Details of the Sale and Purchase Agreement are contained in the letter 

from the Board (the “Letter from the Board”) of the circular to the Shareholders dated 9 July 2013 (the 

“Circular”), of which this letter forms part. Unless otherwise stated, terms defined in the Circular have 

the same meanings in this letter.

On 24 June 2013, the Company entered into the Sale and Purchase Agreement with the Purchaser 

and Madam Cheng, pursuant to which, the Company agreed to dispose of, and the Purchaser agreed 

to acquire, the Sale Share, being the entire issued share capital of the Target Company, for a cash 

consideration of HK$24,750,000.

Upon completion of the Disposal, the Target Company has ceased to be a subsidiary of the 

Company.

Given that certain applicable percentage ratios in respect of the Disposal exceed 5% but are less 

than 25%, the Disposal constituted a discloseable transaction of the Company and is subject to the 

announcement requirement under Chapter 14 of the Listing Rules.
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As the Purchaser is an associate of Madam Cheng, a director of CMM (being a wholly-owned 

subsidiary of the Target Company and hence was an indirect wholly-owned subsidiary of the Company), 

the Purchaser is a connected person of the Company. Accordingly, the Disposal constituted a connected 

transaction for the Company under Chapter 14A of the Listing Rules. As certain applicable percentage 

ratios in respect of the Disposal exceed 5%, the Disposal is subject to the reporting, announcement and 

independent shareholders’ approval requirements under Chapter 14A of the Listing Rules.

So far as the Board is aware, no shareholder of the Company is required to abstain from voting on 

resolutions to approve the Disposal if the Company were to convene a general meeting. The Company 

has obtained a written shareholder’s approval dated 14 June 2013 from Jinchuan (BVI) Limited, and its 

three wholly-owned subsidiaries who are the immediate shareholders of the Company, in relation to the 

approval of the Disposal. As at the Latest Practicable Date, Jinchuan (BVI) Limited indirectly holds an 

aggregate of 1,667,142,857 shares in the Company, representing approximately 60.52% of the total issued 

share capital of the Company. The Company has applied for, and the Stock Exchange has granted the 

Company, a waiver from strict compliance with the requirement for holding a general meeting to seek 

Independent Shareholders’ approval in respect of the Disposal pursuant to Rule 14A.43 of the Listing 

Rules, on the basis that no shareholder of the Company would be required to abstain from voting if the 

Company were to convene a general meeting for the approval of the Disposal and the Company has 

obtained the written shareholder’s approval from Jinchuan (BVI) Limited in respect of the Disposal.

The Board currently consists of nine Directors, namely Mr. Yang Zhiqiang, Mr. Zhang Sanlin, 

Mr. Zhang Zhong as executive Directors, Mr. Gao Tianpeng, Mr. Qiao Fugui and Ms. Zhou Xiaoyin 

as non-executive Directors, and Mr. Gao Dezhu, Mr. Wu Chi Keung and Mr. Yen Yuen Ho, Tony as 

independent non-executive Directors.

The Independent Board Committee comprising all of the independent non-executive Directors, 

namely, Mr. Gao Dezhu, Mr. Wu Chi Keung and Mr. Yen Yuen Ho, Tony, has been established to 

consider the Sale and Purchase Agreement and the transactions contemplated thereunder. As the 

independent financial adviser to the Independent Board Committee and the Independent Shareholders, 

our role is to give an independent opinion to the Independent Board Committee and the Independent 

Shareholders as to (i) whether or not the Sale and Purchase Agreement and the transactions contemplated 

thereunder are in the interests of the Company and shareholders as a whole; (ii) whether or not the terms 

of the Sale and Purchase Agreement are on normal commercial terms and are fair and reasonable; and (iii) 

whether the Independent Shareholders should vote in favour of the resolutions to approve the Sale and 

Purchase Agreement and the transactions contemplated thereunder, if a physical meeting were to be held.
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II. BASIS AND ASSUMPTIONS OF THE ADVICE

In formulating our advice, we have relied solely on the statements, information, opinions and 

representations for matters relating to the Group contained in the Circular and the information and 

representations provided to us by the Group and/or its senior management staff and/or the Directors. We 

have assumed that all such statements, information, opinions and representations for matters relating to 

the Group contained or referred to in the Circular or otherwise provided or made or given by the Group 

and/or its senior management staff and/or the Directors and for which it is/they are solely responsible 

were true and accurate in all material respects at the time they were made and given and continued to be 

true and valid as at the date of the Circular. We have assumed that all the opinions and representations for 

matters relating to the Group made or provided by the Directors and/or the senior management staff of the 

Group contained in the Circular have been made on a reasonable basis after due and careful enquiries. We 

have also sought and obtained confirmation from the Group and/or its senior management staff and/or the 

Directors that no material facts have been omitted from the information provided and referred to in the 

Circular, the omission of which would render any statement in the Circular misleading.

We consider that we have reviewed all currently available information and documents to enable 

us to reach an informed view and to justify our reliance on the information provided so as to form a 

reasonable basis for our opinions. We have no reason to doubt the truth, accuracy and completeness of 

the statements, information, opinions and representations provided to us by the Group and/or its senior 

management staff and/or the Directors and their respective advisers or to believe that material information 

has been withheld or omitted from the information provided to us or referred to in the aforesaid 

documents. We have not, however, carried out any independent verification of the information provided, 

nor have we conducted any independent investigation into the business and affairs of the Group, the 

Target Company, the Purchaser and their respective subsidiaries or the prospects of the markets in which 

they respectively operate.

III. PRINCIPAL FACTORS CONSIDERED

In formulating our recommendation, we have taken into consideration the following principal 

factors and reasons:

1. Background information of the Group and corporate strategy of the Group

As set out in the annual report of the Company for the year ended 31 December 2012 (the 

“2012 Annual Report”), the Group will continue to follow the strategic path to become Jinchuan 

Group’s flagship for undertaking overseas mining and mineral resources operations. The Group 

will focus on boosting its minerals and metals trading business by cementing relationships with 

its existing network of overseas suppliers as well as expanding its customer portfolio by making 

strategic moves in the development and selection of suppliers and customers. Furthermore, it was 

noted that the Group will actively explore possible acquisitions of overseas mining and mineral 

resources assets, in particular matured assets, in order to further expand its global footprint.
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Set out below is a summary of the operating results of the Group for each of the two years 

ended 31 December 2012, extracted from the 2012 Annual Report:

 For the year ended
 31 December
 2012 2011
 HK$’000 HK$’000

 (audited) (audited)

Revenue

 – Trading of mineral and metal products 1,740,990 –

 – Cosmetic and beauty 101,689 129,394
  

Total Group revenue 1,842,679 129,394
  

Gross profit 82,883 87,372
  

Loss for the year (7,368) (18,086)
  

Loss attributable to

 – Owners of the Company (7,367) (18,084)

 – Non-controlling interests (1) (2)

The Group’s minerals and metals trading business commenced in 2012. Revenue for the 

year ended 31 December 2012 was approximately HK$1,842.7 million, representing an increase of 

approximately 14.24 times from approximately HK$129.4 million for the year ended 31 December 

2011. The Group derived revenue of approximately HK$1,741.0 million from its minerals and 

metals trading business for the year ended 31 December 2012, representing approximately 94.5% 

of the Group’s total revenue. The Group’s cosmetic and beauty business contributed revenue of 

approximately HK$101.7 million for the year ended 31 December 2012, representing approximately 

5.5% of the Group’s total revenue, as compared to approximately HK$129.4 million for the year 

ended 31 December 2011 or 100% of the Group’s total revenue.

For the year ended 31 December 2012, the Group’s minerals and metals trading business 

recorded a segmental gain of approximately HK$14.6 million and its cosmetic and beauty 

business recorded a segmental loss of approximately HK$7.9 million. The loss for the year ended 

31 December 2012 was approximately HK$7.4 million, representing a year-on-year decrease 

of approximately 59.1% from a loss of approximately HK$18.1 million for the year ended 

31 December 2011.
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2. Background and financial performance of Target Group

The Target Company was a wholly-owned subsidiary of the Company. The Target Company, 
together with its subsidiaries (including CMM), represented the cosmetic and beauty business of 
the Group and were engaged in the distribution of cosmetic and beauty products as well as the 
provision of related beauty center services and beauty school tuition services in both Hong Kong 
and the People’s Republic of China (the “PRC”). As set out in the Letter from the Board, the sales 
of cosmetic and related products contributed in excess of 50% of the overall segmental revenue 
of the cosmetic and beauty business of the Group for the year ended 31 December 2012, with the 
remaining revenue derived from the provision of beauty services, which primarily consisted of 
income from tuition fees and provision of cosmetic services.

Set out below is the financial performance of the Target Group since 2007, during which the 
Group acquired the entire issued capital of the Target Group in April 2007, as extracted from the 
relevant annual reports of the Company:

 Sales to Reported
For the year ended  31 December external customers segmental loss
 (HK$’000) (HK$’000)
 approximately approximately

2007 92,951 41,355
2008 138,322 55,648
2009 151,441 9,313
2010 126,916 107,985
2011 129,394 11,750
2012 101,689 7,922

As illustrated above, the sales to external customers by the Target Group increased from 
approximately HK$93.0 million for the year ended 31 December 2007 to approximately HK$151.4 
million for the year ended 31 December 2009, before decreasing to approximately HK$101.7 
million for the year ended 31 December 2012. In addition, we note that the Target Group recorded 
consecutive segmental losses since the year ended 31 December 2007 up to and including the 
year ended 31 December 2012. The segmental losses ranged from approximately HK$7.9 million 
to HK$108.0 million and have not contributed any earnings to the Group since it was acquired 
by the Group in 2007. As advised by the management of the Company, the segmental loss of 
approximately HK$108.0 million recorded in the year ended 31 December 2010 (2009: HK$9.3 
million) was primarily attributable to, (i) an impairment of intangible assets of approximately 
HK$75.0 million; and (ii) the reduction in segmental gross profit due to increased competition from 
its international peers in the PRC market. We further note from the management of the Company 
that the segmental loss was reduced to approximately HK$11.8 million for the year ended 31 
December 2011, such was primarily attributable to the implementation of cost-cutting measures and 
the absence of further impairment to its assets. For the year ended 31 December 2012, the Target 
Group recorded an unaudited consolidated net loss after tax of approximately HK$10.0 million.

As set out in the 2012 Annual Report, the revenue generated from beauty school tuition 
fees has increased. However, the Target Group, faced fierce competition from many international 
cosmetic brands in large cities in the PRC and has been repositioning its focus on second and third 
tier cities, whilst ceasing the distribution of certain brands of cosmetic products in the PRC.
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In addition, the Target Group has also restructured its distribution channel primarily through 

the signing of a major distributorship agreement. Under the terms of distribution agreement, the 

Target Group generated royalty income during the year instead of generating income through direct 

product sales as in the previous year. The said restructuring of distribution channel has resulted in a 

decline in income from cosmetic product sales for the Target Group.

3. Reasons for, and benefits, of the Disposal

As set out in the Letter from the Board, the Group intends to reposition itself as Jinchuan 

Group’s flagship international upstream base metals platform for undertaking overseas exploration, 

development and operation of mining assets.

The Directors consider the Disposal to be consistent with the Company’s strategic intention 

to transform its business into the mining and mineral resources sector and to focus on developing 

its business in this sector (through organic growth and acquisitions of assets or businesses), and to 

seek opportunities to dispose of certain non-performing business and assets at fair consideration.

Having considered (i) the corporate strategy of the Group; (ii) the consecutive segmental 

losses recorded by Target Group since its acquisition in 2007; and (iii) the expected net gain 

arising from the Disposal of approximately HK$4.1 million for the Group as set out under heading 

“5. Possible financial effects of the Disposal” below, we concur with the Directors’ view that 

the Disposal presents the Group with an opportunity to dispose of its loss making business while 

allowing the management of the Group to focus on the development of the Group’s minerals and 

metals business.

4. Terms and conditions of the Sale and Purchase Agreement

Consideration for the Disposal

The consideration payable by the Purchaser to the Company for the Disposal is 

HK$24,750,000 (the “Consideration”). The Consideration has been paid in a lump sum in 

cash by the Purchaser to the Company on the date of completion. Madam Cheng has agreed 

to irrevocably and unconditionally guaranteed to the Company the full, due and punctual 

payment of such Consideration as and when the same becomes due and payable, as well 

as the performance of the other obligations of the Purchase under the Sale and Purchase 

Agreement.

In assessing the fairness and reasonableness of the Consideration, we have primarily 

considered the basis of which the Consideration was determined, details of which are set 

out in the Letter from the Board. The Consideration has been determined after arm’s length 

negotiations between the parties after taking into account the net asset value of the Target 

Group as at 31 December 2012. We note that the Consideration of HK$24.75 million 

represents a premium of approximately HK$4.55 million, or approximately 22.5%, over 

the net asset value of the Target Group as at 31 December 2012 of approximately HK$20.2 

million. In addition, we note that the Target Group recorded consecutive segmental losses 

since its acquisition in 2007.
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In addition, we have further analysed the fairness and reasonableness of the 
Consideration by performing analysis on the price-to-earnings ratio (“P/E ratio”) and price-
to-net asset value ratio (“P/NAV ratio”) of comparable companies listed on Stock Exchange, 
each method is an appropriate indicator in assessing financial performance of companies for 
comparable purposes. We have identified, to the best of our knowledge, an exhaustive list 
of six listed issuers on the Main Board of Stock Exchange, based on the following criteria 
(the “Criteria”): (i) principal activities include manufacture and trading of beauty products 
and/or provision of beauty services; and (ii) a market capitalisation of not less than HK$200 
million and not more than HK$4,000 million as at the Latest Practicable Date (the “Peer 
Comparables”). Based on the respective principal business of the Peer Comparables as set 
out in the table below, each being similar to part/all of the principal activities engaged by the 
Target Group, it is noted that the principal business of the Peer Comparables are comparable 
to the Target Group’s business.

Given that (i) the market capitalisation of the Company exceeded HK$3,500 million 
as at the Latest Practicable Date; and (ii) the business of the Target Group only contributed 
approximately 5.5% of the Group’s overall revenue for the year ended 31 December 
2012, we have set a wide range of market capitalisation under the Criteria for comparison 
purposes.

We set out below our review and analysis on the (i) P/E ratio; and (ii) P/NAV ratio of 
the Peer Comparables:

Company Name (Note 1) Stock Code
P/E ratio
(approximately)

P/NAV ratio
(approximately)

Principal business
(Note 2)

Ming Fai International 
 Holdings Ltd.

3828 7.88 times 0.47 times Manufacturing and sales of amenity products and 
accessories and the distribution and retail business of 
cosmetics and fashion accessories in the PRC

Modern Beauty Salon 
 Holdings Ltd.
 (“Modern Beauty”)

0919 N/A (Note 3) 3.19 times Provision of beauty and wellness services and sales of 
skincare and wellness products

Natural Beauty 
 Bio-Technology Ltd.

0157 9.90 times 1.58 times Manufacturing and selling of skin care, beauty and 
aromatherapeutic products, and provision of skin 
treatments, beauty and spa services and skin care 
consulting and beauty training

Perfect Shape (PRC) 
 Holdings Ltd.

1830 7.05 times 2.27 times Provision of slimming and beauty services and the sales 
of slimming and beauty products

Real Nutriceutical 
 Group Ltd.

2010 4.01 times 0.57 times Manufacture and sales of health and nutritional 
supplements and pharmaceutical products

Water Oasis Group Ltd. 1161 4.78 times 1.16 times Distribution of skincare products in Hong Kong, 
Macau, Taiwan, Singapore and the PRC and the 
operation of beauty salons, spa and medical beauty 
centres in Hong Kong and the PRC

Average 6.72 times 1.54 times

Maximum 9.90 times 3.19 times

Minimum 4.01 times 0.47 times

The Target Group N/A (Note 4) 1.23 times 
(Note 5)

Cosmetic and beauty products distribution as well as 
the provision of related beauty center services and 
beauty school tuition services in both Hong Kong and 
the PRC
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Notes

(1) listed companies whose shares have been suspended for trading continuous for six months or more 
immediately prior to the Latest Practical Date have not been included in the Peer Comparables.

(2) the principal business of the Peer Comparables are based on their respective latest published annual 
report.

(3) Modern Beauty has no P/E ratio for comparison purposes as it recorded a loss for the year ended 
31 March 2013.

(4) the Target Group has no P/E ratio for comparison purposes as it recorded a loss for the year ended 
31 December 2012.

(5) the P/NAV ratio is calculated based on the Consideration divided by the net asset value of the 
Target Group as at 31 December 2012.

As set out from the table above, the P/E ratio of the Peer Comparables (excluding 

Modern Beauty) ranged from approximately 4.01 times to 9.90 times. However, as the 

Target Group was loss making for the year ended 31 December 2012, the Target Group has 

no P/E ratio for comparison purposes. As such, we have compared the P/NAV ratio of the 

Target Group against the P/NAV ratio of the Peer Comparables. In terms of the P/NAV ratio 

of the Peer Comparables, it ranged from approximately 0.47 times to 3.19 times with an 

average of approximately 1.54 times. We note that the P/NAV ratio of the Target Group of 

approximately 1.23 times is below the average but within the range of the P/NAV ratio of the 

Peer Comparables.

Having considered the above factors, in particular, (i) the consecutive segmental 

losses recorded by Target Group since its acquisition in 2007 and the Target Group has 

no P/E ratio for comparison purposes; (ii) the Consideration represents a premium of 

approximately 22.5% to the net asset value of the Target Group as at 31 December 2012; 

and (iii) the P/NAV ratio of the Target Group is within the range of the P/NAV ratio of the 

Peer Comparables, we concur with the Directors’ view that the Consideration is fair and 

reasonable.

Condition precedent

Completion of the Sale and Purchase Agreement is subject to the Company having 

obtained the resolution from its shareholders in general meeting approving the Disposal 

as required under the Listing Rules, or if permitted under the Listing Rules, the written 

approval from a shareholder of the Company or closely allied group of shareholders of the 

Company who holds more than 50% in nominal value of the securities of the Company 

giving the right to attend and vote at the general meeting which, but for such written 

approval, would be convened to consider the Disposal.

As the condition precedent of the Sale and Purchase Agreement has been fulfilled on 

24 June 2013, the Disposal has been completed on 27 June 2013.
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5. Possible financial effects of the Disposal

Upon completion of the Disposal, the Target Company has ceased to be a subsidiary of the 

Company, and the financial results of the Target Group will no longer be consolidated into the 

Group’s financial statements after completion.

The cash and bank balance of the Group is expected to increase by the estimated net 

proceeds from the Disposal (after deducting the estimated legal expenses and other related 

expenses) of approximately HK$24.3 million. In addition, the Group also expects a net gain of 

approximately HK$4.1 million arising from the Disposal.

Shareholders should note that the actual gain or loss as a result of the Disposal to be 

recorded by the Group is subject to audit and will depend on, among others, the net asset value of 

the Target Group as at the date of Completion.

IV. RECOMMENDATION

Having considered the factors and analysis set out in this letter, in particular,

(i) the Target Group recorded consecutive segmental losses since the year ended 31 December 

2007 up to and including the year ended 31 December 2012;

(ii) the Disposal is consistent with the Company’s strategic intention to transform its business 

into the mining and mineral resources sector and to seek opportunities to dispose of certain 

non-performing business and assets; and

(iii) the Consideration represents a premium over the net asset value of the Target Group as at 

31 December 2012 and the Group expects to record a net gain from the Disposal,

we consider that the Sale and Purchase Agreement and the transactions contemplated thereunder are 

on normal commercial terms which are fair and reasonable and in the interests of the Company and the 

Shareholders as a whole, even though the Disposal does not fall within the ordinary course of business of 

the Company.

Accordingly, we would advise the Independent Board Committee and the Independent Shareholders 

that the Independent Shareholders should vote in favour of any resolution to approve the Sale and 

Purchase Agreement and the transactions contemplated thereunder, if a physical meeting were to be held.

Yours faithfully

For and on behalf of

Investec Capital Asia Limited

Jimmy Chung
Managing Director

Corporate Finance
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1. RESPONSIBILITY STATEMENT

This Circular, for which the Directors collectively and individually accept full responsibility, 

includes particulars given in compliance with the Listing Rules for the purpose of giving information 

with regard to the Company. The Directors, having made all reasonable enquiries, confirm that to the best 

of their knowledge and belief, the information contained in this Circular is accurate and complete in all 

material respects and not misleading or deceptive, and there are no other matters the omission of which 

would make any statement herein or this Circular misleading.

2. DIRECTORS’ INTERESTS

As at the Latest Practicable Date, none of the Directors, the chief executive of the Company nor 

their associates, had any interests or short positions in the shares, underlying shares and debentures of 

the Company or any of its associated corporations (within the meaning of Part XV of the SFO) which (a) 

were required to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part 

XV of the SFO (including interests or short positions which any such Director or the chief executive of 

the Company is taken or deemed to have under such provisions of the SFO); or which (b) were required, 

pursuant to section 352 of the SFO, to be entered in the register maintained by the Company; or which (c) 

were required, pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers, to be 

notified to the Company and the Stock Exchange.

3. COMPETING BUSINESS

Save as disclosed in the paragraph headed “Substantial Shareholders’ Interests” in this Appendix, 

as at the Latest Practicable Date, none of the Directors and their respective associates (as defined in the 

Listing Rules) had an interest in a business which competes or is likely to compete with the business of 

the Group (which would be required to be disclosed under Rule 8.10 of the Listing Rules if each of them 

were a controlling shareholder of the Company).

4. DIRECTORS’ INTEREST IN THE DISPOSAL

None of the Directors had any material interest in the Disposal for which they should be required to 

abstain from voting on the board resolutions approving the terms of the Sale and Purchase Agreement and 

the transaction contemplated thereunder.

5. ADDITIONAL DISCLOSURE OF INTERESTS

There was no contract or arrangement subsisting as at the Latest Practicable Date, in which any 

of the Directors was materially interested and which was significant in relation to the businesses of the 

Group.

 As at the Latest Practicable Date, none of the Directors had any direct or indirect personal interest 

in any assets which had since 31 December 2012 (being the date to which the latest published audited 

financial statements of the Company were made up) been acquired or disposed of by or leased to any 

member of the Group, or were proposed to be acquired or disposed of by or leased to any member of the 

Group.
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6. SUBSTANTIAL SHAREHOLDERS’ INTERESTS

So far as is known to the Directors and the chief executive of the Company, as at the Latest 

Practicable Date, the following persons had interests or short positions in the shares or underlying shares 

of the Company which would fall to be disclosed to the Company (being 5% or more of the Company’s 

issued share capital) under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which were 

recorded in the register of substantial shareholders maintained under section 336 of the SFO. These 

interests are in addition to those disclosed above in respect of the Directors and the chief executive of the 

Company.

   Percentage
   of the
   total number
 Capacity/nature  of shares
Name of interest Number of shares in issue(2)

Jinchuan Group(1) Interest of a controlled 1,667,142,857 60.52%

 corporation

Jinchuan HK(1) Interest of a controlled 1,667,142,857 60.52%

 corporation

Jinchuan (BVI) Limited(1) Interest of a controlled 1,667,142,857 60.52%

 corporation

Jinchuan (BVI) 1 Limited Beneficial owner 956,557,377 34.72%

Jinchuan (BVI) 2 Limited Beneficial owner 437,283,372 15.88%

Jinchuan (BVI) 3 Limited Beneficial owner 273,302,108 9.92%

Notes:

(1) Jinchuan Group directly owns 100% of the issued share capital of Jinchuan HK which in turn owns 100% of the 
issued share capital of Jinchuan (BVI) Limited which owns 100% of the issued share capital of Jinchuan (BVI) 1 
Limited, Jinchuan (BVI) 2 Limited and Jinchuan (BVI) 3 Limited. Therefore, Jinchuan Group, Jinchuan HK and 
Jinchuan (BVI) Limited are deemed to have an interest in 1,667,142,857 shares under the SFO.

(2) The calculation is based on the number of shares of the Company as a percentage of the total number of issued 
shares of the Company (i.e. 2,754,873,051 shares) as at the Latest Practicable Date.
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(3) Save as disclosed below, as at the Latest Practicable Date, none of the Directors is a director or employee of a 
company which had interests or short positions in the shares or underlying shares of the Company which would fall 
to be disclosed to the Company and the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the 
SFO.

Name of Director Posts held in Jinchuan Group

Mr. Yang Zhiqiang President, chairman and director

Mr. Zhang Sanlin Deputy general manager and director

Mr. Gao Tianpeng General manager of the asset management division

Mr. Qiao Fugui  Assistant to the general manager and the general manager of the mineral 
resources division

Ms. Zhou Xiaoyin Legal counsel

Name of Director Posts held in Jinchuan HK

Mr. Yang Zhiqiang Chairman and director

Mr. Zhang Sanlin Director

Mr. Zhang Zhong General manager and director

Name of Director  Posts held in each of Jinchuan (BVI) Limited, Jinchuan (BVI) 1 
Limited, Jinchuan (BVI) 2 Limited and Jinchuan (BVI) 3 Limited

Mr. Yang Zhiqiang Director

Mr. Zhang Sanlin Director

Mr. Zhang Zhong Director

Save as disclosed above, as at the Latest Practicable Date, the Directors and the chief executive 

of the Company were not aware of any person who had any interest or short position in the shares or 

underlying shares of the Company which would fall to be disclosed to the Company under Divisions 2 

and 3 of Part XV of the SFO, or, which were recorded in the register required to be kept by the Company 

under Section 336 of the SFO.

7. SERVICE CONTRACT

As at the Latest Practicable Date, none of the Directors has any existing service contract or 

proposed service contract with any member of the Group which will not expire or be determinable by the 

Group within one year without payment of compensation (other than statutory compensation).

8. MATERIAL ADVERSE CHANGE

The Directors were not aware of any material adverse change in the financial or trading position 

of the Group since 31 December 2012 (being the date to which the latest published audited financial 

statements of the Company have been made up) and up to the Latest Practicable Date.

As stated in this Circular, the Company has disposed of its cosmetic and beauty business upon 

completion of the Disposal on 27 June 2013 and information on the financial effects of the Disposal on the 

Company is stated in the letter from the Board included in this Circular.
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9. QUALIFICATION AND CONSENT OF EXPERT

(a) Qualification of expert

The following is the qualification of the expert who has given its opinions which are contained in 

this Circular:

Name Qualification

Investec Capital Asia Limited A corporation licensed to carry on Type 1 (dealing 

in securities), Type 4 (advising on securities), Type 

6 (advising on corporate finance) and Type 9 (asset 

management) regulated activities under the SFO

(b) Consent of expert

As at the Latest Practicable Date, Investec has given and has not withdrawn its written consent to 

the issue of this Circular with the inclusion therein of its letter and references to its name in the form and 

context in which it appears.

(c) Interests of expert

As at the Latest Practicable Date, Investec was not directly or indirectly interested in any securities 

of any member of the Group or any right (whether legally enforceable or not) to subscribe for or to 

nominate persons to subscribe for any securities in any member of the Group nor did it have any direct or 

indirect interest in any assets which had been, since 31 December 2012 (being the date to which the latest 

published audited financial statements of the Company were made up), acquired or disposed of by, or 

leased to, or were proposed to be acquired or disposed of by, or leased to, any member of the Group.

10. DOCUMENT AVAILABLE FOR INSPECTION

A copy of the Sale and Purchase Agreement is available for inspection during business hours at 

the principal place of business of the Company in Hong Kong at Suite 1203B, 12/F, Tower 1, Admiralty 

Centre, 18 Harcourt Road, Hong Kong, from the date of this Circular up to and including 24 July 2013.


