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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take 
no responsibility for the contents of this announcement, make no representation as to its accuracy 
or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising 
from or in reliance upon the whole or any part of the contents of this announcement.

Tian Shan Development (Holding) Limited
天山發展（控股）有限公司

(Incorporated in the Cayman Islands with limited liability)
(Stock code: 2118)

DISCLOSEABLE TRANSACTION  
IN RELATION TO 

ACQUISITION OF 49% EQUITY INTEREST 
IN PROJECT COMPANY

THE SHARE TRANSFER AGREEMENT

The Board hereby announces that on 7 May 2018 (after trading hours), Tianshan Zhengyao, 
an indirect wholly-owned subsidiary of the Company, and Hebei Kailongda, entered into 
the Cooperation Agreement, pursuant to which the Project Company will be established to 
participate in the relevant tender, auction and listing-for-sale process to obtain the land use right 
of the Land for development. Tianshan Zhengyao shall be responsible for the funding of the 
Project Company to obtain the land use right of the Land. The Project Company shall initially 
be owned as to 51% by Tianshan Zhengyao and 49% by Hebei Kailongda.

On the even date, Tianshan Zhengyao and Hebei Kailongda entered into the Share Transfer 
Agreement. Pursuant to the Share Transfer Agreement, subject to the obtaining of the land 
use right of the Land, Tianshan Zhengyao has conditionally agreed to purchase, and Hebei 
Kailongda has conditionally agreed to sell in aggregate 49% equity interest in the Project 
Company at the Consideration of RMB114,000,000 (subject to deduction). Upon Completion, 
the Project Company will become an indirect wholly-owned subsidiary of the Company. The 
financial results, assets and liabilities of the Project Company will be consolidated in the 
financial statements of the Group.

As at the date of this announcement, Hebei Kailongda held the land use right of the Land.
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LISTING RULES IMPLICATIONS

As (i) the Project Company will be engaging in a single purpose project of obtaining the land 
use right of the Land for development, which is of a revenue nature in the ordinary and usual 
course of business of the Company; (ii) the formation of the Project Company is on an arm’s 
length basis and on normal commercial terms; and (iii) the Cooperation Agreement contains 
clauses to the effect that the Project Company may not, without the unanimous consent of 
Tianshan Zhengyao and Hebei Kailongda, (a) change the nature or scope of its business; or (b) 
enter into any transactions which are not on an arm’s length basis, the formation of the Project 
Company does not constitute a notifiable transaction under Rule 14.04(1) of the Listing Rules 
and is not required to be disclosed by the Company under the Listing Rules. Information on the 
formation of the Project Company is disclosed in this announcement for information only.

The Project Company shall initially be an indirect non-wholly owned subsidiary of the 
Company. Hebei Kailongda will be a substantial shareholder of the Project Company and 
therefore a connected person of the Company under Rule 14A.07(1) of the Listing Rules. As the 
Project Company will be an insignificant subsidiary of the Company, notwithstanding its interest 
in the Project Company, Hebei Kailongda and its ultimate beneficial owners are not regarded 
as connected persons of the Company pursuant to Rule 14A.09 of the Listing Rules. Therefore 
the transactions contemplated under the Share Transfer Agreement do not constitute connected 
transactions under Chapter 14A of the Listing Rules.

As one of the applicable percentage ratios (as defined under Rule 14.07 of the Listing Rules) 
in respect of the transactions contemplated under the Share Transfer Agreement are more than 
5% but all the applicable percentage ratios are less than 25%, the transactions contemplated 
under the Share Transfer Agreement constitute discloseable transaction for the Company under 
Chapter 14 of the Listing Rules, and are subject to the reporting and announcement requirement 
under Chapter 14 of the Listing Rules.

INTRODUCTION

The Board hereby announces that on 7 May 2018 (after trading hours), Tianshan Zhengyao, 
an indirect wholly-owned subsidiary of the Company, and Hebei Kailongda, entered into the 
Cooperation Agreement, pursuant to which the Project Company will be established to participate 
in the relevant tender, auction and listing-for-sale process to obtain the land use right of the Land 
for development. Tianshan Zhengyao shall be responsible for the funding of the Project Company 
to obtain the land use right of the Land. 
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On the even date, Tianshan Zhengyao and Hebei Kailongda entered into the Share Transfer 
Agreement. Pursuant to the Share Transfer Agreement, subject to the obtaining of the land use 
right of the Land, Tianshan Zhengyao has conditionally agreed to purchase, and Hebei Kailongda 
has conditionally agreed to sell in aggregate 49% equity interest in the Project Company at 
the Consideration of RMB114,000,000 (subject to deduction). Upon Completion, the Project 
Company will become an indirect wholly-owned subsidiary of the Company. The financial results, 
assets and liabilities of the Project Company will be consolidated in the financial statements of the 
Group.

As Tianshan Zhengyao shall fund the Project Company for the land premium, in the event that the 
land premium of the Land exceeds RMB185,400,000, Tianshan Zhengyao may elect to discontinue 
with the obtaining of the land use right of the Land by the Project Company, in which case the 
Project Company shall be dissolved. If Tianshan Zhengyao elects to proceed, the Consideration 
shall be subject to deduction.

THE SHARE TRANSFER AGREEMENT

(A) Date

7 May 2018

(B) Parties

(i) Hebei Kailongda Food Company Limited*（河北凱隆達食品有限公司）, as seller; 
and

(ii) Hebei Tianshan Zhengyao Real Estate Development Company Limited*（河北天山正
耀房地產開發有限公司）, as purchaser.

To the best knowledge, information and belief of the Directors having made all reasonable 
enquiries, each of Hebei Kailongda and its ultimate beneficial owners is an Independent 
Third Party.

(C) Assets to be acquired

The Sale Shares, being in aggregate 49% equity interest in the Project Company.

Hebei Kailongda shall transfer to Tianshan Zhengyao:

(a) Sale Shares representing 30% equity interest in the Project Company after the land use 
right of the Land has been obtained by the Project Company; and

(b) Sale Shares representing 19% equity interest in the Project Company after the Land 
has been connected with access to water, electricity and roads and has been levelled（三
通一平）(the “Site Basic Work”) by Hebei Kailongda to the satisfaction of Tianshan 
Zhengyao.
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(D) Consideration

The Consideration is RMB114,000,000 in cash (subject to deduction).

As Tianshan Zhengyao shall fund the Project Company for the land premium, in the event 
that the land premium of the Land exceeds RMB185,400,000, if Tianshan Zhengyao elects 
to proceed with the obtaining of the land use right of the Land by the Project Company, the 
Consideration shall be subject to deduction as detailed below.

Payment terms

The Consideration shall be settled by Tianshan Zhengyao to Hebei Kailongda in cash as 
follows:

(a) as to RMB20,000,000 (the “Deposit”), to be paid within 10 Business Days from the 
date on which (i) Hebei Kailongda having signed with the government the relevant 
land resumption agreement（土地收儲協議）for the Land, and (ii) the beneficial 
owners of Hebei Kailongda having executed the relevant joint liability guarantee for 
the Hebei Kailongda’s liabilities on the repayment of the Deposit if the Share Transfer 
Agreement is terminated;

(b) as to RMB49,800,000, to be paid within 5 Business Days from the date on which 
(i) the Project Company having obtained the land use right of the Land, and (ii) the 
industrial and commercial registration procedures for the transfer of 30% equity 
interest in the Project Company and amendment of its articles of association having 
been completed; and

(c) as to RMB44,200,000, to be transferred to a custodial account within 60 days from 
the date on which the Project Company having obtained the successful land bidding 
confirmation of the Land. Such payment shall be transferred to pay Hebei Kailongda 
within 5 Business Days from the date on which (i) the Site Basic Work having 
been completed to the satisfaction of Tianshan Zhengyao, and (ii) the industrial and 
commercial registration procedures for the transfer of 19% equity interest in the 
Project Company and amendment of its articles of association having been completed.

In the event that the land use right of the Land obtained through the tender, auction and 
listing-for-sale process exceeds RMB185,400,000, the Consideration will be reduced by an amount 
equivalent to such excess. If the Consideration is reduced to zero, the excess which has not been 
deducted shall be payable by Hebei Kailongda to Tianshan Zhengyao.

In addition, in the event that Tianshan Zhengyao is not satisfied with the Site Basic Work within 
90 days from the date on which the Project Company having obtained the land use right of the 
Land, Tianshan Zhengyao shall have the right to undertake or engage third party to undertake such 
work, and the costs for such work shall be further deducted from (c) above prior to its transfer 
from the custodial account to Hebei Kailongda.
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Basis of Determination of the Consideration

The Consideration was determined after arm’s length negotiations between Hebei Kailongda 
and Tianshan Zhengyao on normal commercial terms after taking into consideration, 
among others, the value of Site Basic Work and the valuation of the Land in the amount 
of approximately RMB334,758,200 as at 12 April 2018. Such valuation was assessed by 
Hebei Hengjia Land Appraisal Company Limited*（河北恆佳土地評估有限公司）, a firm 
of independent professional valuers, adopting (i) market comparison method, and (ii) the 
hypothetical development method. The Consideration will be financed by internal resources 
of the Group.

(E) Completion

Upon Completion, Tianshan Zhengyao shall be interested in the entire equity interest of the 
Project Company. The Project Company will become an indirect wholly-owned subsidiary 
of the Company. The financial results, assets and liabilities of the Project Company will be 
consolidated in the financial statements of the Group.

(F) Undertakings

Hebei Kailongda undertakes to Tianshan Zhengyao, among others, that:

(a) Tianshan Zhengyao may dispose of less than 10% equity interest of the Project 
Company to the employees of the Group and any right of first refusal of Hebei 
Kailongda (if any) shall not apply in such case;

(b) it shall procure the agreement of all of its shareholders to the sale of 49% equity 
interest in the Project Company to Tianshan Zhengyao;

(c) it shall be responsible for the registration procedures for the transfer of equity interest 
in the Project Company; and

(d) it shall be responsible for any dispute in relation to the boundaries of the Land; if 
Hebei Kailongda fails to resolve such dispute, it shall be responsible for the costs 
incurred by Tianshan Zhengyao to resolve such dispute.

(G) Tax

Each of Tianshan Zhengyao and Hebei Kailongda shall be responsible for its own tax 
arising from or in connection with the transactions contemplated under the Share Transfer 
Agreement.
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(H) Termination

The Share Transfer Agreement shall be terminated, among others, in the following 
circumstances:

(a) the occurrence of a force majeure event which prohibits the parties to complete the 
Acquisition;

(b) if Tianshan Zhengyao fails to pay the Deposit and Hebei Kailongda has issued a 
written termination notice; or

(c) if Hebei Kailongda fails to complete the relevant land resumption for the tender, 
auction and listing-for-sale process of the Land and Tianshan Zhengyao has issued a 
written termination notice,

in which case all obligations of each of the parties under the Share Transfer Agreement shall 
cease and determine and no party shall have any claim against any other party in respect 
of any matter arising out of or in connection with the Share Transfer Agreement except for 
any breach arising prior to such termination. In addition, any paid Deposit shall be returned 
to Tianshan Zhengyao with an interest at the rate of 12% per annum for the period during 
which the Deposit is kept by Hebei Kailongda.

INFORMATION ABOUT THE GROUP AND TIANSHAN ZHENGYAO

The Group is principally engaged in the development and sale of properties in the PRC.

Tianshan Zhengyao is a company established under the laws of the PRC with limited liability and 
an indirect wholly-owned subsidiary of the Company. The principal activity of Tianshan Zhengyao 
is property development.

INFORMATION ABOUT HEBEI KAILONGDA AND THE PROJECT COMPANY

Hebei Kailongda is a company established under the laws of the PRC with limited liability and its 
principal activity is food manufacturing. As at the date of this announcement, Hebei Kailongda 
held the land use right of the Land.

Pursuant to the Cooperation Agreement, the Project Company will be established to obtain the 
land use right of the Land for development. The registered capital of the Project Company shall 
be RMB5,000,000, of which RMB2,550,000 shall be contributed by Tianshan Zhengyao and the 
remaining RMB2,450,000 shall be contributed by Hebei Kailongda. The Project Company shall 
initially be owned as to 51% by Tianshan Zhengyao and 49% by Hebei Kailongda.

Upon the obtaining of the land use right of the Land by the Project Company, the total book value 
of the total assets of the Project Company is estimated to be RMB185,400,000 and will be an 
insignificant subsidiary of the Company.
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REASONS AND BENEFITS FOR THE ACQUISITION

The Group has been actively seeking to acquire land banks in Bohai Rim and given the strong 
economic growth of Luancheng district, Shijiazhuang, the Directors consider that the Share 
Transfer Agreement, together with the Group’s intention to participate in the listing-for-sale of 
the Land, represents an attractive opportunity to develop the residential property market in the 
Luancheng district, Shijiazhuang as its usual and ordinary course of business and will enhance the 
Shareholders’ value in the long run.

The Board is of the view that the terms of the Share Transfer Agreement are fair and reasonable, 
and the Share Transfer Agreement and the transactions contemplated thereunder (including the 
Acquisition) have been entered into after arm’s length negotiation and determined on normal 
commercial terms that are in the interests of the Company and its Shareholders as a whole.

LISTING RULES IMPLICATIONS

As (i) the Project Company will be engaging in a single purpose project of obtaining the land use 
right of the Land for development, which is of a revenue nature in the ordinary and usual course 
of business of the Company; (ii) the formation of the Project Company is on an arm’s length 
basis and on normal commercial terms; and (iii) the Cooperation Agreement contains clauses 
to the effect that the Project Company may not, without the unanimous consent of Tianshan 
Zhengyao and Hebei Kailongda, (a) change the nature or scope of its business; or (b) enter into 
any transactions which are not on an arm’s length basis, the formation of the Project Company 
does not constitute a notifiable transaction under Rule 14.04(1) of the Listing Rules and is not 
required to be disclosed by the Company under the Listing Rules. Information on the formation of 
the Project Company is disclosed in this announcement for information only.

The Project Company shall initially be an indirect non-wholly owned subsidiary of the Company. 
Hebei Kailongda will be a substantial shareholder of the Project Company and therefore a connected 
person of the Company under Rule 14A.07(1) of the Listing Rules. As the Project Company will 
be an insignificant subsidiary of the Company, notwithstanding its interest in the Project Company, 
Hebei Kailongda and its ultimate beneficial owners are not regarded as connected persons of the 
Company pursuant to Rule 14A.09 of the Listing Rules. Therefore the transactions contemplated 
under the Share Transfer Agreement do not constitute connected transactions under Chapter 14A 
of the Listing Rules.

As one of the applicable percentage ratios (as defined under Rule 14.07 of the Listing Rules) in 
respect of the transactions contemplated under the Share Transfer Agreement are more than 5% 
but all the applicable percentage ratios are less than 25%, the transactions contemplated under the 
Share Transfer Agreement constitute discloseable transaction for the Company under Chapter 14 
of the Listing Rules, and are subject to the reporting and announcement requirement under Chapter 
14 of the Listing Rules.



8

DEFINITION

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

“Acquisition” the acquisition of the Sale Shares by Tianshan Zhengyao from 
Hebei Kailongda

“Board” the board of Directors

“Business Day” a day (other than Saturdays, Sundays and public holidays in the 
PRC) on which licensed banks are open in the PRC for general 
banking business

“Company” Tian Shan Development (Holding) Limited（天山發展（控股）
有限公司）, a company incorporated in the Cayman Islands 
with limited liability and the issued Shares of which are listed 
on the Stock Exchange (Stock Code: 2118)

“Completion” completion of the Acquisition pursuant to the terms of the 
Share Transfer Agreement

“Consideration” RMB114,000,000 (subject to deduction), being the total 
consideration to be paid by Tianshan Zhengyao to Hebei 
Kailongda for the Acquisition under the Share Transfer 
Agreement

“Cooperation Agreement” the cooperation agreement and the supplemental agreement 
both dated 7 May 2018 entered into between Tianshan 
Zhengyao and Hebei Kailongda for the formation of the Project 
Company

“Director(s)” director(s) of the Company

“Group” the Company and its subsidiaries

“Hebei Kailongda” Hebei Kailongda Food Company Limited*（河北凱隆達食品
有限公司）, a company with limited liability established in the 
PRC

“Hong Kong” the Hong Kong Special Administrative Region of the PRC
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“Independent Third Party(ies)” third party(ies) independent of and not connected with the 
Company and its connected person (as defined under the 
Listing Rules)

“Land” a piece of land situated in Luancheng District, Shijiazhuang 
City, which is North of Xinyuan Road, South of Daqiao Road, 
East of Xicheng Main Street and West of Yinquan Street（鑫源
路以北，大橋路以南，西城大街以東，銀泉街以西）with a 
total site area of approximately 49,440 sq. m.

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

“PRC” the People’s Republic of China which, for the purpose of this 
announcement and unless the context suggests otherwise, 
excludes Hong Kong, the Macau Special Administrative Region 
of the People’s Republic of China and Taiwan

“Project Company” Hebei Tianshan Kailongda Property Development Company 
Limited*（河北天山凱隆達房地產開發有限公司）,  a 
company to be established under the laws of the PRC with 
limited liability pursuant to the Cooperation Agreement

“RMB” Renminbi, the lawful currency of the PRC

“Sale Shares” shares representing 49% equity interest in the Project Company 
held by Hebei Kailongda following the formation of the Project 
Company

“Share(s)” ordinary share(s) of HK$0.10 each in the share capital of the 
Company

“Shareholder(s)” holder(s) of Share(s)

“Share Transfer Agreement” the share transfer agreement and the supplemental agreement 
both dated 7 May 2018 entered into between Tianshan 
Zhengyao and Hebei Kailongda for the Acquisition

“sq. m.” Square metre(s)

“Stock Exchange” The Stock Exchange of Hong Kong Limited
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“Tianshan Zhengyao” Hebei Tianshan Zhengyao Real Estate Development Company 
Limited*（河北天山正耀房地產開發有限公司）, a company 
established under the laws of the PRC with limited liability and 
an indirect wholly-owned subsidiary of the Company

“%” per cent

* English translation of the Chinese name(s) is for identification purpose only and should not be regarded as the 
official English name(s) of such Chinese name(s).

By Order of the Board 
Tian Shan Development (Holding) Limited 

Wu Zhen Shan 
Chairman

Hong Kong, 7 May 2018

As at the date of this announcement, the executive Directors are Mr. Wu Zhen Shan, Mr. Wu Zhen 
Ling and Mr. Zhang Zhen Hai; and the independent non-executive Directors are Mr. Tian Chong 
Hou, Mr. Wang Ping and Mr. Cheung Ying Kwan.


