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Global Applied Technologies Holdings Limited

環球應用科技集團有限公司*

(incorporated in Bermuda with limited liability)

ISSUE OF UP TO US$16,000,000 3 PER CENT.

UNSECURED CONVERTIBLE BONDS DUE 2003

On 30 August 2000, the Company and CSFB and SCM entered into the Subscription Agreement.
Under the Subscription Agreement, (a) the Company agreed to issue and CSFB and SCM agreed to purchase the Tranche 1 Bonds with an aggregate principal amount of US$13,000,000 (equivalent to approximately HK$100,750,000); and (b) the Company agreed to issue and SCM agreed to purchase the Tranche 2 Bonds with an aggregate principal amount of US$3,000,000 (equivalent to approximately HK$23,250,000).
Completion of the issue of the Bonds is subject to certain conditions which are more particularly set out in the paragraph headed "Conditions" below.
Each of the Tranche 1 Bonds and the Tranche 2 Bonds is convertible into Shares at a conversion price equal, at the option of the relevant Bondholder, either (a) the Fixed Conversion Price, which is 125 per cent. of the average of the closing prices per Share for the 10 business days immediately prior to the First Closing Date which shall, in no event, be a price higher than HK$2.75, subject to adjustment; or (b) the Floating Conversion Price, which is 93 per cent. of any three closing prices per Share, as selected by the relevant Bondholder, during the 30 business days immediately prior to conversion. 
The Bonds will entitle their holders, in the event of a spin off of the aluminium business of the Company, to elect to exchange for shares in the spin off company while remaining entitled to convert into shares. The exchange price for the shares of the Company will be fixed by reference to a similar formula for the fixing of the Fixed Conversion Price and the Floating Conversion Price.
Investors should note that a spin off of the aluminium business of the Company may require the approval of the Stock Exchange, the stock exchange on which the shares of the holding company of the spin off business are to be listed, as well as approval of the regulatory authorities of such stock exchange, and that a spin off may not take place.
Unless converted, purchased or redeemed earlier, the Bonds will be redeemed by the Company at 108 per cent. of their principal amount outstanding on the maturity date, which will be three years from the date of issue of the Tranche 1 Bonds.
The Subscription Agreement was negotiated on an arm's length basis and the directors of the Company believe that its terms are fair and reasonable so far as the Company is concerned.
The Bonds will be issued pursuant to the general mandate granted to the directors of the Company at the special general meeting of the Company held on 16 March 2000.
Subscription Agreement:

Date:

30 August 2000

Issuer:

Global Applied Technologies Holdings Limited (the "Company"), a company incorporated in Bermuda with limited liability and whose securities are listed on The Stock Exchange of Hong Kong Limited (the "Stock Exchange") 

Form of Bonds:

The unsecured convertible bonds shall be issued in up to two tranches:

(a)
an aggregate principal amount of US$13,000,000 (equivalent to approximately HK$100,750,000) (the "Tranche 1 Bonds") will be issued on or before 1 September 2000 (the "First Closing Date") or such other date as the Company and Credit Suisse First Boston (Hong Kong) Limited ("CSFB") and The SCM Growth Fund II L.P. ("SCM") (CSFB and SCM are collectively referred to as the "Subscribers") may agree but in any event shall not be later than 15 September 2000; and

(b)
an aggregate principal amount of US$3,000,000 (equivalent to approximately HK$23,250,000) (the "Tranche 2 Bonds") will be issued on or before 22 September 2000 (the "Second Closing Date") or such other date as the Company and SCM may agree but in any event shall not be later than 6 October 2000.

The Tranche 1 Bonds and the Tranche 2 Bonds are collectively referred to as the "Bonds".

Subscribers of the Tranche 1 Bonds:

The Tranche 1 Bonds will be subscribed by the Subscribers as to the principal amount of US$8,000,000 by CSFB and the remaining US$5,000,000 by SCM.

Each of CSFB and SCM is an independent third party not connected with the Company or any of the directors, chief executive and substantial shareholders of the Company or its subsidiaries or their respective associates (as defined in the Rules (the "Listing Rules") Governing the Listing of Securities on the Stock Exchange).

Subscriber of the Tranche 2 Bonds:

SCM

Principal amount of the Tranche 1 Bonds:

US$13,000,000 (equivalent to approximately HK$100,750,000), payable in cash on the First Closing Date.

Principal amount of the Tranche 2 Bonds:

US$3,000,000 (equivalent to approximately HK$23,250,000), payable in cash on the Second Closing Date.

Interest:

3 per cent. per annum, payable semi-annually in arrears on 30 June and 30 December in each year, with the first interest payment date to fall on 30 December 2000. The Tranche 1 Bonds bear interest from the First Closing Date whereas the Tranche 2 Bonds bear interest from the Second Closing Date.

Tranche 1 Closing Date/ First Closing Date:

On or before 1 September 2000, or such other date as the Company and the Subscribers may agree but in any event shall not be later than 15 September 2000.

Tranche 2 Closing Date/ Second Closing Date

On or before 22 September 2000, or such other date as the Company and SCM may agree but in any event shall not be later than 6 October 2000.

Transferability:

Neither of the Subscribers may assign or transfer any of the Bonds to any third party other than its subsidiary or holding company or subsidiary of such holding company without the prior written consent of the Company (such consent not to be unreasonably withheld or delayed) and, if so requested, subject to the prior approval of the Stock Exchange.

The Company and its directors undertake to the Stock Exchange that they will disclose to the Stock Exchange any dealings by the substantial shareholders and directors of the Company or their respective associates (as defined in the Listing Rules) in the Bonds from time to time immediately upon the Company becoming aware of it.

Conversion Period:

At any time from and including the date falling 45 calendar days after the First Closing Date or, as the case may be, the Second Closing Date up to the day falling one week prior to maturity.

Conversion Price:

The conversion price for the Tranche 1 Bonds and the Tranche 2 Bonds is the same and is to be either:

(a)
125 per cent. of the average of the closing prices per share (the "Share") of HK$0.10 each in the share capital of the Company for the 10 business days immediately prior to the First Closing Date which shall, in no event, be a price higher than HK$2.75 (the "Fixed Conversion Price"), subject to adjustment; or

(b)
93 per cent. of the average of any three closing prices per Share as selected by the Bondholder during the 30 business days immediately preceding the date of conversion (the "Floating Conversion Price"),

provided that the conversion price shall not be less than the par value of the Shares unless permitted by relevant law and regulations.

An holder of a Bond (a "Bondholder") who exercises his right of conversion attached to his Bonds may elect to convert at either the Fixed Conversion Price of the Floating Conversion Price.

Spin-off entitlements:

If there is a spin off of the aluminium business of the Company through either:

(a)
the separate listing on a stock exchange of a Major Subsidiary (a "Direct Spin Off"); or

(b)
an exchange of the Major Assets of the Company for shares in another company which or whose parent company is listed on a stock exchange (an "Indirect Spin Off"),

the Bondholders may, in addition to its right to convert their Bonds into Shares, elect to exchange their Bonds for shares in the Major Subsidiary or the shares of the company or its parent to which the Major Assets are disposed of (the Major Subsidiary and the company or its parent to which the Major Assets are sold are all referred to as a "Spin Off Company" below).

The price at which the Bonds may be exchanged for shares in the Spin Off Company will be either the "Fixed Spin Off Price" or the "Floating Spin Off Price", as the exercising Bondholder may elect.

In the case of a Direct Spin Off:

(a)
the Fixed Spin Off Price will be the price at which shares of the Spin Off Company are offered to the public multiplied by a factor that is based on a comparison of the Fixed Conversion Price with the average market price of the Shares for 30 days prior to completion of the spin off; and

(b)
the Floating Spin Off Price will be 93% of the average of any three closing prices per share of the Spin Off Company during the 30 days immediately preceding the Bondholder's exercise of his exchange right.

In the case of an Indirect Spin Off:

(a)
the Fixed Spin Off Price will be the market price of the Spin Off Company on the date of completion of the spin off multiplied by a factor that is based on a comparison of the Fixed Conversion Price and the average market price of the Spin Off Company for 30 days ending on the date of completion of the spin off; and

(b)
the Floating Spin Off Price will be 93% of the average of any three closing prices per share of the Spin Off Company during the 30 days immediately preceding the Bondholder's exercise of his exchange right.

For the purposes of the spin off provisions summarised above:

(a)
"Major Subsidiary" means a subsidiary of the Company engaged in the manufacture or trading of aluminium extrusion products whose revenue, profit before taxation and extraordinary items or total assets included in its last audited financial statements constitute at least 50% of the consolidated revenue, profit before taxation or total assets of the Company as shown in the last audited consolidated financial statements of the Company; and

(b)
"Major Assets" means any shares of any subsidiary or other assets of the Company engaged in the manufacture or trading of aluminium extrusion products the revenue, profit before taxation and extraordinary items or total assets attributable to which in respect of the last financial year ended on or prior to the date of completion of the spin off constitute at least 50% of the consolidated revenue, profit before taxation or total assets of the Company as shown in its last audited consolidated financial statements.

Investors should note that a spin off of the aluminium business of the Company may require the approval of the Stock Exchange, the stock exchange on which the shares of the holding company of the spin off business are to be listed, as well as approval of the regulatory authorities of such stock exchange, and that a spin off may not take place.

Conversion Shares:

The Bonds are convertible into new Shares at the option of the relevant Bondholder either at (i) the Fixed Conversion Price, subject to adjustment or (ii) the Floating Conversion Price, in each case at any time during the Conversion Period, such Shares shall rank pari passu in all respects with the Shares in issue on the date of conversion.

Maturity and redemption price:

1 September 2003, being the third anniversary of the First Closing Date. On maturity, unless previously redeemed, converted or purchased and cancelled, the Bonds will be redeemed by the Company at 108 per cent. of their principal amount.

Anti-dilative provisions:

The Company shall be free to issue any securities convertible into Shares or securities of the Company (the "Equity-Linked Securities") and, so long as any of the Bonds are outstanding, the relevant Bondholders shall have the right to subscribe for any privately placed Equity-Linked Securities prior to them being offered to other persons (the "Right of First Refusal").

If the Right of First Refusal is not exercised, the relevant Bondholders shall have a subsequent right to participate in such a privately placed offering of Equity-Linked Securities (the "Participation Right"), the proportion of such participation to be determined by the response of such holder under the Participation Right.

Furthermore, in the event that the terms of the Equity-Linked Securities are more favourable than the terms set out in the Bonds, the relevant Bondholders are given the right to exchange the outstanding Bonds for the new issue of the Equity-Linked Securities up to an aggregate amount of their outstanding Bonds on the same terms of those Equity-Linked Securities, save as to the maturity date, which shall remain unchanged.

Mandatory redemption:

The Company is required to redeem the Bonds at 110 per cent. of their principal amount plus accrued interest to date of redemption upon, among other matters, the Company not obtaining the Stock Exchange's approval for the listing of the maximum number of Conversion Shares that could be issued under the General Mandate (as defined below) within 30 calendar days after the First Closing Date.

Downside redemption option:

If at any time during the Conversion Period the closing price of the Shares is less than or equal to HK$0.80, as adjusted, then the Company may redeem the Bonds presented for conversion at a price to be determined under the Subscription Agreement.

Conditions

Completion of the issue of the Bonds is subject to the fulfillment of, among other conditions, the following conditions on or prior to the First Closing Date:

(a)
the issue of a legal opinion by the Company's legal advisers on Bermuda law confirming the compliance with all applicable Bermuda law and regulation in relation to, among other matters, the Subscription Agreement and the issue of the Bonds; 

(b)
the issue of a legal opinion by the Subscribers' legal advisers on Hong Kong law confirming the compliance with all applicable Hong Kong law and regulation in connection with, among other matters, the Subscription Agreement; 

(c)
the issue and delivery to the Subscribers a letter, in form and substance satisfactory to the Subscribers, from the auditors of the Company; and

(d)
if so required, the approval from the Stock Exchange for the issue of the Bonds. If any of the conditions to which completion of the issue of the Bonds is subject is not satisfied or waived by the Subscribers on or prior to the First Closing Date, the parties to the Subscription Agreement shall be released and discharged from their respective obligations thereunder.

Use of proceeds
The net proceeds derived from the issue of the Bonds will be used for capital expenditure in relation to the expansion of certain production facilities of the Group and general working capital purposes including for the funding of the possible acquisitions as announced by the Company on 28 August 2000. The Company has agreed in the Subscription Agreement that proceeds from the issue of the Bonds may not be used to pay dividends to the shareholders of the Company, for the purposes of or in relation to any repayment to or reduction of the debt of a related party as defined under Hong Kong Statement of Standard Accounting Practice 20 or to repurchase Shares.

Activities of the Group

The Company and its subsidiaries (together the "Group") are principally engaged in the manufacture and sale of aluminium extrusion products and stainless steel products. The Group is also engaged in the e-commerce business and the design, manufacture and sale of environmental protection products and development and operation of and investment in an Internet portal for the trading in non-ferrous metals and its associated operations.

Listing

No application will be made for the listing of, or permission to deal in, the Bonds on the Stock Exchange or any other stock exchange. Application will be made to the Listing Committee of the Stock Exchange for the listing of, and permission to deal in, the Shares to be issued upon the conversion of the Bonds. Such application will only be made for up to 20% of the issued capital of the Company on 16 March 2000, being the date on which the directors of the Company were last granted a general mandate by the shareholders of the Company to allot, issue and otherwise deal with Shares.

General mandate

The Shares to be issued on any exercise of the conversion rights under the Bonds will be issued pursuant to the general mandate (the "General Mandate") granted to the directors of the Company at the special general meeting of the Company held on 16 March 2000. As at the date of this announcement, the General Mandate has not been exercised.

An exercise in full of the conversion rights to be attached to the Bonds at a Fixed Conversion Price of HK$2.75 per Share will result in an allotment and issue of 45,090,909 Shares, equivalent to about 4.21% of the existing issued capital of the Company, or 4.04% of the issued capital of the Company as enlarged by the allotment and issue of the conversion shares.

If the number of Conversion Shares falling to be allotted and issued exceed the maximum number that the Directors have been authorised to allot and issue under the General Mandate, the Company may seek from its shareholders a specific approval for the allotment and issue of additional Shares that are required to satisfy a full exercise of the conversion rights attached to the Bonds.

If the Directors do not seek a specific approval for the allotment and issue of the additional Shares required, or if such approval is not granted, then, once the maximum number of Shares that can be issued under the General Mandate has been exhausted by prior exercises of conversion rights, the Company will not be able to perform its obligation to allot Conversion Shares upon a subsequent exercise of conversion rights by a Bondholder. In such a case, if the exercising Bondholder elects to treat such non-performance as an event of default under the Bonds, he will be entitled to require a redemption of his Bonds at their aggregate principal amount.

Exchange rate adopted

In this announcement, an exchange rate of HK$7.75 to US$1 has been adopted in all calculations.

By Order of the Board

Global Applied Technologies Holdings Limited

Kwong Wui Chun

Chairman

Hong Kong, 30 August 2000

*
For identification purpose only

Please also refer to the published version of this announcement in the iMail dated 31/8/2000.
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