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DISCLOSEABLE TRANSACTION

The Board is pleased to announce that on 7 December 2018 (after trading hours of the
Stock Exchange), the Purchaser and the Vendor entered into the Agreement, pursuant to
which the Purchaser conditionally agreed to purchase, and the Vendor conditionally
agreed to sell, the Sale Interest for a total consideration of RMB9,000,000 (subject to
adjustment).

As the applicable percentage ratios (as defined under the Listing Rules) in respect of the
Acquisition is more than 5% but less than 25%, the Acquisition constitutes a discloseable
transaction on the part of the Company under the Listing Rules and is subject to the
reporting and announcement requirements but exempt from Shareholders’ approval
requirement under Chapter 14 of the Listing Rules.

INTRODUCTION

The Board is pleased to announce that on 7 December 2018 (after trading hours of the Stock
Exchange), the Purchaser and the Vendor entered into the Agreement, pursuant to which the
Purchaser conditionally agreed to purchase, and the Vendor conditionally agreed to sell, the
Sale Interest for a total consideration of RMB9,000,000 (subject to adjustment).

THE AGREEMENT

Date

7 December 2018 (after trading hours of the Stock Exchange)

Parties

(i) The Purchaser; and

(ii) The Vendor.
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To the best of the Directors’ knowledge, information and belief and having made all
reasonable enquiries, the Vendor is a third party independent of and not connected with the
Company and its connected persons.

Asset to be acquired

Pursuant to the Agreement, the Purchaser conditionally agreed to purchase, and the Vendor
conditionally agreed to sell, the Sale Interest, which represents 60% equity interest in the
Target Company.

Consideration and adjustment

The total consideration for the Acquisition is RMB9,000,000 (subject to adjustment), which
will be payable by the Purchaser to the Vendor in the following manner:

(a) RMB5,000,000 will be payable in cash upon Completion;

(b) RMB1,400,000 (the ‘‘2019 Partial Payment’’) will be payable in cash upon satisfaction
of the profit guarantee that the revenue and net profit after tax of the Target Company
will not be less than RMB100,000,000 and RMB8,000,000 respectively for the financial
year ending 31 December 2019;

(c) RMB1,400,000 (the ‘‘2020 Partial Payment’’) will be payable in cash upon satisfaction
of the profit guarantee that the revenue and net profit after tax of the Target Company
will not be less than RMB120,000,000 and RMB9,600,000 respectively for the financial
year ending 31 December 2020; and

(d) RMB1,200,000 (the ‘‘2021 Partial Payment’’) will be payable in cash upon satisfaction
of the profit guarantee that the revenue and net profit after tax of the Target Company
will not be less than RMB150,000,000 and RMB12,000,000 respectively for the
financial year ending 31 December 2021.

Upon satisfaction of the above profit guarantee, the 2019 Partial Payment, 2020 Partial
Payment and 2021 Partial Payment will be payable by the Purchaser to the Vendor within
seven business days after the receipt of the audited financial report of the relevant financial
year of the Target Company (which shall be issued within three months after the end of the
financial year). If the above profit guarantee cannot be satisfied for the relevant financial
year, the Purchaser will not be obliged to pay any of the 2019 Partial Payment, 2020 Partial
Payment and 2021 Partial Payment for the relevant financial year.

The consideration for the Acquisition was arrived at after arm’s length negotiations between
the Purchaser and the Vendor with reference to (i) the unaudited net profit after tax of the
Target Company in the amount of approximately RMB2,491,000 for the financial year ended
31 December 2017; (ii) the profit guarantee of the Target Company for each of the financial
year ending 31 December 2019, 2020 and 2021; and (iii) future prospects of the landscaping
business of the Target Company. After considering the above factors, the Directors
(including the independent non-executive Directors) consider that the entering into of the
Agreement and the terms and conditions of the Agreement (including the consideration and
the payment terms) are fair and reasonable and in the interests of the Company and the
Shareholders as a whole.

– 2 –



Conditions Precedent

Completion of the Agreement is conditional upon all of the following conditions precedent
being fulfilled or waived:

(a) the Purchaser having completed its due diligence review to be conducted in relation to
the Target Company and its business, assets and indebtedness, including but not limited
to legal, financial, technological as well as other aspects as considered necessary by the
Purchaser, and being satisfied with the results of the due diligence review;

(b) all relevant consents and approvals required to be obtained on the part of the Vendor
and the Target Company in connection with the Acquisition having been obtained;

(c) all the necessary licenses for the business operation of the Target Company having been
obtained and remained to be legally valid;

(d) the acquisition of 100% equity interest in the Target Company by the Vendor and the
completion of all business registration such that the Vendor shall become the lawful
shareholder of the Target Company;

(e) the entering into by the Vendor and the Purchaser of a shareholders’ agreement and new
articles of association of the Target Company;

(f) the completion of all business registration in connection with the transfer of the Sale
Interest from the Vendor to the Purchaser;

(g) all warranties given and disclosures made by the Vendor being true, accurate and not
misleading at all times and there shall be no material omission and any other events that
may lead to the Vender breaching the warranties or any terms and conditions under the
Agreement from the date of the Agreement up to Completion;

(h) the transactions contemplated under the Agreement shall not be restricted or forbidden
by any applicable laws, judicial or arbitration organisations or any judgment and
administrative decisions of the other governmental organisations;

(i) no events having occurred which may result in any material adverse change (or effect)
on the Target Company;

(j) the Target Company having completed the deregistration of its subsidiary and branch
offices in Shenzhen and Guangxi before the date on which condition (f) is fulfilled;

(k) the obtaining of approval by the shareholders of the Company at a general meeting and/
or the Stock Exchange or other relevant bodies (if necessary) in connection with the
Acquisition; and

(l) the Purchaser having obtained a legal opinion from PRC legal advisers with respect to
the Target Company to the satisfaction of the Purchaser.
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Save for and except conditions (a), (g) and (i) above, which can be waived by the Purchaser,
all other conditions above cannot be waived by any party in any event. If any of the above
conditions are not fulfilled or waived on or before the Long Stop Date, the Agreement shall
be terminated.

Completion

Completion shall take place within five business days after the satisfaction or waiver of all
the conditions precedent of the Agreement or such later date as agreed by the parties to the
Agreement.

Upon Completion, the Target Company will become a 60%-owned subsidiary of the
Company and its financial results will be consolidated in the Group’s financial statements.

Shareholders’ agreement

As a condition precedent of the Agreement, all shareholders of the Target Company shall
enter into a shareholders’ agreement to regulate the respective rights and obligations of the
shareholders of the Target Company. The major terms of the shareholders’ agreement are
summarised below:

Undertaking

The Vendor will undertake that the Target Company will have (i) revenue of not less than
RMB100,000,000 and net profit after tax of not less than RMB8,000,000 for the financial
year ending 31 December 2019; (ii) revenue of not less than RMB120,000,000 and net profit
after tax of not less than RMB9,600,000 for the financial year ending 31 December 2020;
and (iii) revenue of not less than RMB150,000,000 and net profit after tax of not less than
RMB12,000,000 for the financial year ending 31 December 2021.

If the actual net profit after tax of the Target Company is less than the above guaranteed net
profit after tax of the Target Company during each of the relevant financial year and that
difference between the actual amount and the guaranteed amount is equal to 5% or more of
the guaranteed amount, the Vendor shall be obliged to compensate the Purchaser in
accordance with the following formula:

Compensation payable by the Vendor = the difference between the actual amount and the
guaranteed amount x 60% x 5

Equity transfer and financing

Unless with the prior consent of the Purchaser, the Vendor cannot transfer his own equity
interest in the Target Company to any third party and the Target Company cannot (i)
conduct any financing activities; (ii) increase its share capital; and (iii) allot or issue any
new shares.
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Matters requiring shareholders’ consent

Unless the consent of shareholders holding two-thirds of the voting rights of the Target
Company having been obtained, the Target Company shall not (i) amend the existing articles
of association or replace it with a new set of articles of association; (ii) increase or reduce
the registered share capital of the Target Company; and (iii) conduct any merger, split,
dissolution and amendment of the corporate structure of the Target Company.

Unless the consent of the shareholders holding 50% or more of the voting rights of the
Target Company having been obtained, the Target Company shall not (i) change the
composition and way of formation of its board of directors; (ii) conduct any distribution of
dividends, provident funds and capitalisation of undistributed profits or any activities for the
purpose of distribution of profits among the shareholders of the Target Company; (iii)
conduct any action which may lead to the introduction of a third party as a shareholder of
the Target Company or dilution or reduction of the shareholding interest held by the
Purchaser in the Target Company; (iv) formulate or amend any terms of policies of profit
distribution, employee share option scheme and shareholding structure scheme; and (v)
amend the business scope of the Target Company.

Non-competition

The Vendor shall not engage in any manner any business activities which may constitute
direct or indirect competition with the Target Company.

Directorship of the Vendor

The Vendor undertakes to hold directorship of the Target Company for a period of five years
from the date of the Agreement. For the avoidance of doubts, unless with the prior consent
of the Purchaser, the Vendor cannot resign from directorship nor exercise his right of
nomination under the articles of association of the Target Company to nominate a third party
as director in substitution of the Vendor.

INFORMATION OF THE TARGET COMPANY

The Target Company is a company established in the PRC with limited liability. According
to the information provided by the Vendor, the Target Company is principally engaged in
landscaping design and construction.

As at the date of this announcement, the equity interest in the Target Company was owned
as to 18%, 25%, 20% and 37% by 李鋼鏘 (Li Gangqiang*), 李子毅 (Li Ziyi*), 張衛紅

(Zhang Weihong*) and 黃偉棠 (Huang Weitang*) respectively. The Vendor warranted to the
Purchaser that he shall acquire 18%, 25%, 20% and 37% of the equity interest in the Target
Company from 李鋼鏘 (Li Gangqiang*), 李子毅 (Li Ziyi*), 張衛紅 (Zhang Weihong*) and
黃偉棠 (Huang Weitang*) respectively and complete all relevant business registration within
30 days from the date of the Agreement. Through the Acquisition, the Vendor is selling 60%
equity interest in the Target Company to the Purchaser such that after Completion, the
Target Company shall be owned as to 60% by the Purchaser and 40% by the Vendor.
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Followings are certain key financial figures extracted from the Target Company’s unaudited
financial statements for the two years ended 31 December 2016 and 2017:

For the year ended

31 December

2016 2017

(Unaudited) (Unaudited)
RMB’000 RMB’000

Revenue 67,287 65,904
Net profit before tax 2,531 4,011
Net profit after tax 1,080 2,491

As at 30 September 2018, the unaudited total and net assets of the Target Company were
approximately RMB141,452,000 and RMB13,868,000 respectively.

REASONS FOR AND BENEFITS OF THE ACQUISITION

The Company is an investment holding company. The Group is principally engaged in the
provision of property management services in the PRC.

Upon completion of the Acquisition, it is expected that the Target Company will be able to
provide value adding landscaping services to the property projects currently managed by the
Group and bring synergy effects to the existing property management services of the Group.
In addition, the Company considers that the Acquisition will provide an investment
opportunity to diversify the business of the Group, provide an additional source of income
for the Group and maximise returns to the Shareholders.

Taking into account of the above, the Directors (including the independent non-executive
Directors) consider that the entering into of the Agreement and the terms and conditions of
the Agreement (including the consideration and payment terms) are fair and reasonable and
in the interests of the Company and the Shareholders as a whole.

IMPLICATIONS UNDER THE LISTING RULES

As the applicable percentage ratios (as defined under the Listing Rules) in respect of the
Acquisition is more than 5% but less than 25%, the Acquisition constitutes a discloseable
transaction on the part of the Company under the Listing Rules and is subject to the
reporting and announcement requirements but exempt from Shareholders’ approval
requirement under Chapter 14 of the Listing Rules.
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DEFINITIONS

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

‘‘Acquisition’’ the proposed acquisition of the Sale Interest by the
Purchaser from the Vendor pursuant to the terms and
conditions of the Agreement

‘‘Agreement’’ the equity transfer agreement entered into between the
Purchaser and the Vendor on 7 December 2018 (after
trading hours of the Stock Exchange) in relation to the
Acquisition

‘‘Board’’ the board of Directors

‘‘Company’’ Zhong Ao Home Group Limited, a company incorporated in
the Cayman Islands with limited liability and the issued
Shares of which are listed on the main board of Stock
Exchange

‘‘Completion’’ completion of the Acquisition in accordance with the terms
and conditions of the Agreement

‘‘connected person(s)’’ having the meaning ascribed to it under the Listing Rules

‘‘Directors’’ the directors of the Company

‘‘Group’’ the Company and its subsidiaries from time to time

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

‘‘Listing Rules’’ the Rules Governing the Listing of Securities on the Stock
Exchange

‘‘Long Stop Date’’ 6 February 2019, or such later date as may be agreed in
writing between the Purchaser and the Vendor

‘‘Purchaser’’ 佛山派瑞爾清潔服務有限公司 (Foshan Pairuier Cleaning
Services Limited*), a company established in the PRC with
limited liability and a wholly-owned subsidiary of the
Company

‘‘PRC’’ the People’s Republic of China

‘‘Sale Interest’’ 60% equity interest in the Target Company to be acquired
by the Purchaser from the Vendor under the Acquisition

‘‘Share(s)’’ share(s) of HK$0.10 each in the share capital of the
Company
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‘‘Shareholder(s)’’ holder(s) of the Shares

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

‘‘Target Company’’ 廣東銘錦城園林景觀設計工程有限公司 (Guangdong Ming-
King-City Landscape Architecture Co. Ltd*), a company
established in the PRC with limited liability

‘‘Vendor’’ 何嘉鳴 (He Jiaming*), the vendor under the Agreement

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

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

‘‘%’’ per cent.

By order of the Board
Zhong Ao Home Group Limited

Yu Ho Ming

Company Secretary

Hong Kong, 7 December 2018

As at the date of this announcement, our executive directors are Mr. Liu Jian, Ms. Chen

Zhuo, Mr. Liang Bing, Mr. Long Weimin, our non-executive directors are Mr. Wei Zhe, Ms.

Wu Qimin, Mr. Zheng Dong, and our independent non-executive directors are Mr. Zhang

Weilun, Mr. Chan Wai Cheung, Admiral, Mr. Chan Ka Leung, Kevin and Mr. Huang Anxin.

* for identification purposes only
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