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KESSEL INTERNATIONAL HOLDINGS LIMITED

佳 信 科 技 集 團 有 限 公 司*

(incorporated in Bermuda with limited liability)

As trading in the Company's shares has been suspended since 23 May 2001, the Directors of the Company wish to explain the Group's financial position.

The Group has the support of its bank creditors, which have granted an informal standstill on the payment of all principal and interest owing by the Group to them.

Legal proceedings served on Kessel Electronics by five trade creditors are being defended and the Group has written to all its trade creditors to encourage them to continue their support.

Owing to heavy investment in two new product lines, the Group's cashflow has been affected and payments to trade creditors have been deferred. However, the Directors expect the Group to start using accumulated cash receipts to pay bank and trade creditors from the fourth quarter of 2001 and in the meantime to purchase new supplies on acceptable payment terms.

The Company has retained KPMG to review the Group's financial condition and business operations and has requested KPMG to seek new equity investors in the Company. The Company has also retained Stephenson Harwood & Lo to advise on the legal proceedings against Kessel Electronics and other matters related to the Group's current situation.

Trading in the Company's shares will continue to be suspended pending a further announcement in relation to the Group's financial position.

Background

The Directors announced on 15 May 2001 that a writ was issued by a supplier against Kessel Electronics and, after discussion with the Stock Exchange, the trading of the Company's shares on the Stock Exchange was suspended on 23 May 2001 pending a further announcement concerning the financial position of the Group. The Directors now wish to explain the Group's financial position and the steps which the Company is taking to remedy the situation.

BANK CREDITORS

The Company has been discussing the Group's financial situation with its bank creditors and has obtained from its bank creditors an informal standstill on the payment of all principal and interest owing to them in an approximate sum of HK$180 million. Accordingly, the Group continues to have the support of such creditors and the Group's position is therefore stable in this respect.

TRADE CREDITORS

Since the Company's announcement on 15 May 2001, four other trade creditors have served legal proceedings on Kessel Electronics for the recovery of amounts allegedly due to such creditors by Kessel Electronics. The amounts claimed by the four creditors total approximately HK$2.6 million. The Group is taking legal advice as to both the validity of such claims and the amounts claimed and Kessel Electronics has indicated its intention to defend each such claim and the claim announced on 15 May 2001.

In addition, in order to seek and/or retain the continuing support of its trade creditors, the Company has, in conjunction with this announcement, written to such creditors to give them information in line with that contained in this announcement.

FINANCIAL POSITION

Due to heavy investment in the start-up of two new product lines for telecom and LCD products in the People's Republic of China, the Group's cashflow has been affected and the Directors took the view that it was in the best interests of all companies in the Group and their respective creditors and shareholders to have deferred payments to its trade creditors during the last few months.

However, according to the forecast of the Directors, the Group will be able to generate sufficient net cash receipts to improve its cashflows significantly from the fourth quarter of 2001. The business operations of the major trading subsidiaries of the Company remain normal and the Directors expect that from the fourth quarter of 2001 onward the Group will be able gradually to settle all outstanding payments to its bank and trade creditors.

The Group currently has trade stock of an approximate value of HK$200 million and its cashflow forecast contemplates that it will purchase new supplies from its trade creditors on acceptable payment terms. With the support of its bank and trade creditors, the Directors are therefore confident that the Group is able to improve its cashflow position.

ADVISERS

The Company has not only discussed the Group's situation with its bank creditors and main trade creditors but also retained professional advisers to provide the Directors with all necessary advice in relation to the Group's financial and commercial affairs.

In particular, at the request of its bank creditors, the Company has retained KPMG, an independent firm of accountants, to carry out a thorough analysis of the Group's financial condition and business operations. KPMG have also been requested by the Company to seek new investors to inject equity capital into the Company. Stephenson Harwood & Lo have been retained to assist the Group in connection with the legal proceedings mentioned above, to advise the Group and its directors as to their responsibilities and generally to assist in connection with the resolution of its business operation difficulties.

TRADING

Trading in the Company's shares will continue to be suspended pending a further announcement in relation to the Group's financial position.

DEFINITIONS

In this announcement, unless the context otherwise requires, the following expressions shall have the respective meanings set opposite them:-

"Company"
Kessel International Holdings Limited 佳信科技集團有限公司, whose shares are listed on the Stock Exchange;

"Directors"
the board of directors of the Company;

"Group"
the Company and its subsidiaries;

"Kessel Electronics"
Kessel Electronics (Hong Kong) Limited, a wholly-owned and principal trading subsidiary of the Company;

"Stock Exchange"
The Stock Exchange of Hong Kong Limited.


By order of the board


Kessel International Holdings Limited


Shun Wing Chiu


Chairman

Hong Kong, 8 June 2001

*  For identification only

Please also refer to the published version of this announcement in the i-Mail.
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