Kwong Hing International Holdings

The Stock Exchange takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

This announcement is for information purposes only and does not constitute an invitation or offer to acquire, purchase or subscribe for securities of Kwong Hing International Holdings (Bermuda) Limited.

[image: image1.jpg]



Kwong Hing International Holdings (Bermuda) Limited

(Incorporated in Bermuda with limited liability)

SHARE TRANSACTION

On 29th May, 2000, two separate conditional sale and purchase agreements were entered into between ATX as purchaser and each of the Kingsway Electronic and Mr. Wong as vendors respectively. The Agreements are for the purchase of a total of 15% interest in Victory Tech. The total consideration payable by ATX is HK$33 million, and will be satisfied by the allotment and issue of a total of 165 million new shares in the Company at the issue price of HK$0.20 per share. The issue price per share represents (i) a premium of approximately 23.5% over the closing price of HK$0.162 for trading in the Company's shares on the Stock Exchange on 29th May, 2000, being the date of the Agreement; and (ii) a premium of approximately 35.4% over the average closing prices of HK$0.1477 for trading in the Company's shares on the Stock Exchange for the 10 trading days ended on 29th May, 2000.

The 165 million shares to be issued to the vendors represent about 10.8% of the issued share capital of the Company as at the date of this announcement, and about 9.7% of the issued share capital of the Company, as enlarged by the issue of these shares.

The Agreements constitute a share transaction for the Company under Chapter 14 of the Listing Rules.

The Directors wish to announce that the agreements constituting a share transaction were entered into on 29th May, 2000. Details of the Agreements are set out below.

Definitions of capitalised terms are set out at the end of this announcement.

THE AGREEMENTS

Date:
29th May, 2000

Parties

1.
ATX (as purchaser), a wholly-owned subsidiary of the Company;

2.
Kingsway Electronic (as vendor for the disposal of 240,000 Sale Shares, representing a 12% interest in Victory Tech to the Company);

3.
Mr. Wong (as vendor for the disposal of 60,000 Sale Shares, representing a 3% interest in Victory Tech to the Company); and

4.
The Company.

Each of Victory Tech, Kingsway Electronic and Mr. Wong is an independent third party not connected with any director, chief executive or substantial shareholder of the Company or any of its subsidiaries or their respective associates for the purpose of the Listing Rules.

Asset to be acquired

A total of 15% of the issued share capital of Victory Tech, who owns and operates the "airlodge.com" and "cult-ture.com" websites.

Consideration

A total of HK$33 million, which was arrived at based on arm's length negotiations between the parties and equals to 15% of the minimum net value of Victory Tech for the Agreements to proceed as described in the paragraph headed "Conditions" below.

The consideration is to be satisfied by the issue and allotment of 132 million Consideration Shares and 33 million Consideration Shares in the Company, credited as fully paid at the issue price of HK$0.20 each, to Kingsway Electronic and Mr. Wong (or their respective nominee(s)) respectively. The issue price per Consideration Share is determined by reference to the closing price of the Company's shares on the date of the Agreements and represents (i) a premium of approximately 23.5% over the closing price of HK$0.162 for trading in the Company's shares on the Stock Exchange on 29th May, 2000, being the date of the Agreements; and (ii) a premium of approximately 35.4% over the average closing prices of HK$0.1477 for trading in the Company's shares on the Stock Exchange for the 10 trading days ended on 29th May, 2000.

The Consideration Shares will be issued under the general mandate granted by shareholders of the Company to the Directors to allot and issue shares at the special general meeting held on 14th February 2000.

The Consideration Shares represents approximately 10.8% of the existing issued share capital of the Company as at the date of the Agreements, and about 9.7% of the Company's issued share capital as enlarged by the issue of the Consideration Shares.

Application will be made to the Stock Exchange for the listing of, and permission to deal in, the Consideration Shares.

Completion date

Completion will take place at 12:00 noon (Hong Kong time) on the third Business Day after the Company or ATX shall have given notice to Kingsway Electronic and Mr. Wong that all the Conditions have been satisfied or on such later time and date as the Company, ATX, Kingsway Electronic and Mr. Wong may agree in writing.

Conditions

Completion of the Agreements is subject to the following conditions being fulfilled on or before the Longstop Date:

(a)
the Stock Exchange granting listing of and permission to deal in the Consideration Shares on the Stock Exchange;

(b)
where required, the Bermuda Monetary Authority granting its consent to the allotment and issue of the Consideration Shares;

(c)
the obtaining by the Company of all necessary consents, authorisations or other approvals of any kind in connection with the entering into and performance of the terms of the Agreements by the Company which may be required under the Listing Rules or from any competent regulatory authority; and

(d)
the obtaining by the Company of a valuation report by a reputable valuer agreed between ATX, Kingsway Electronic and Mr. Wong which confirms that in view of the valuer the new value of Victory Tech is not less than HK$220 million.

The Company has agreed to use its best endeavours to procure fulfilment of the Conditions on or before the Longstop Date.

If the Conditions are not fulfilled by 5:00 p.m. on the Longstop Date (or such later date as the Company, ATX, Kingsway Electronic and Mr. Wong shall agree in writing), the Agreements shall terminate and none of the parties shall have any claim against the other of them, save for antecedent breaches.

Shareholding Structure

The shareholding distribution of Victory Tech can be summarised as follows:


Before completion
After completion


of the Agreements
 of the Agreements

The Company
0%
15%

Kingsway Electronic
80%
68%

Mr. Wong
20%
17%

The shareholding distribution of Company can be summarised as follows:


Before completion
After completion


of the Agreements
 of the Agreements

Rayten Limited and its associates
41.8%
37.7%

Kingsway Electronic
0%
7.8%

Mr. Wong
0%
1.9%

Public
58.2%
52.6%

Ranking of the Consideration Shares

The Consideration Shares when issued will rank pari passu in all respect with the existing issued shares of the Company on the date of issue of the Consideration Shares.

Description of Victory Tech

Victory Tech is engaged in the development and operation of websites. The main operating businesses of Victory Tech currently comprise the "airlodge.com" and "cult-ture.com" websites. The domain names of "airlodge.com" and "cult-ture.com" are beneficially owned by Victory Tech.

Victory Tech was incorporated on 22nd September, 1999 and no audited accounts have yet been prepared for it. According to the unaudited management account of Victory Tech for the period commencing from the date of its incorporation and ended on 31st March, 2000, Victory Tech has accumulated loss of approximately HK$685,000 and its net asset value was approximately HK$1,315,000.

"Airlodge.com"

The "Airlodge.com" is wholly owned by Victory Tech. Launched in February 2000, "Airlodge.com" is an one-stop on-line travel agent in Hong Kong and the Greater China region. The core businesses of "Airlodge.com" include on-line ticketing and hotel reservation, sale of banner advertisement, sale of package tours as well as the organisation and sale of activity/event-driven specialty tours such as diving tour, golf tour, massage tour, music tour, dolphin watching tour, glacier tour and bird watching tour, etc.

The "Cult-ture.com"

The "Cult-ture.com" is owned as to 80% by Victory Tech and the balance 20% by independent third parties which are not connected with any director, chief executive, substantial shareholder of the Company and any of its subsidiaries or their respective associates for the purpose of the Listing Rules.

Launched in March 2000, "Cult-ture.com" is a web-based music studio and an interactive realm for musicians, artists and music lovers. The core businesses of "Cult-ture.com" include the sale of musical products through on-line auction or associate program from reputable B2C players, sale of banner advertisement, the organisation of music classes and musical events, and any other business opportunities in the music area, which may involve partnership with music talents.

Reasons and benefits of the acquisition

The Company and its subsidiaries are principally engaged in manufacturing and sale of knitted fabrics, dyeing and provision of administration services. Although the Company has been profitable, the Directors consider the growth potential of such businesses is limited and that it will be in the best interests of the Group to diversify into other areas with better prospects, such as high technology.

In pursuit of such development goal, the Directors intend to set up a new division which will concentrate on investment in high technology areas with high growth potential.

The Directors consider that the "airlodge.com" and "cult-ture.com" websites, with their unique and attractive concepts and the dedicated management teams, are good investment potentials for the Company. The Directors further believe that the acquisition of a 15% interest in Victory Tech provides the Company the opportunity to participate in the high-growth e-commerce sectors.

Appointment to Board Membership

Under the Agreements, ATX has the right to appoint one director to the board of Victory Tech. The board of directors of Victory Tech currently consists of 5 directors.

Kingsway Electronic and Mr. Wong have not been given any right to make appointment to the Company's board of Directors.

General

The transactions contemplated under the Agreements constitute a share transaction for the Company under the Listing Rules.

Definitions

In this announcement, the expressions below have the meanings assigned:

"Agreements"
two conditional sale and purchase agreements dated 29th May, 2000 entered into by ATX and each of Kingsway Electronic and Mr. Wong respectively in relation to the sale and purchase of a total of 15% interest in Victory Tech

"ATX"
ATX Limited, a company incorporated in the British Virgin Islands with limited liabilities and a wholly-owned subsidiary of the Company

"Business Day"
a day (other than a Saturday) on which licensed banks are open for business throughout their normal business hours

"Company"
Kwong Hing International Holdings (Bermuda) Limited

"Conditions"
the conditions to completion of the Agreements set out in the section above headed "Conditions", and references to individual Conditions identified by an alphabet is to the Condition set out in the paragraph corresponding to such alphabet

"Consideration Shares"
the 132 million new shares and 33 million new shares of HK$0.10 each to be allotted and issued to Kingsway Electronic and Mr. Wong (or their respective nominee(s)) respectively as consideration for the purchase of the their respective Sale Shares

"Directors"
directors of the Company

"Kingsway Electronic"
Kingsway Electronic Services Limited, a company incorporated in the British Virgin Islands with limited liabilities and the vendor of the 240,000 Sale Shares

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

"Longstop Date"
30th June, 2000 or such later date as may be agreed in writing between the Company, Kingsway Electronic and Mr. Wong

"Mr. Wong"
Mr. Ivan Wong Chi Keung, the vendor of the 60,000 Sale Shares

"Sale Shares"
2,000,000 fully paid shares of HK$1 each in the capital of Victory Tech

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Victory Tech"
Victory Tech Investment Limited, a company incorporated in Hong Kong with limited liabilities


By order of the board of directors of


Kwong Hing International Holdings (Bermuda) Limited


Li Man Ching


Chairman

Hong Kong SAR, 29th May, 2000
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