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HiNet Holdings Limited

(Incorporated in Bermuda with limited liability)

ISSUE OF 5 PER CENT. CONVERTIBLE NOTES 

IN AN AGGREGATE PRINCIPAL AMOUNT OF HK$100,000,000 DUE 2004

AND

RESUMPTION OF TRADING

On 12 June 2001, the Company and the Subscriber entered into the Subscription Agreement.

Under the Subscription Agreement, the Company issued and the Subscriber subscribed the Notes in an aggregate principal amount of HK$100,000,000. Each Note bears interest at the rate of 5 per cent. per annum and is due on the third anniversary of the date of issue of the relevant Note, being the Maturity Date.

The whole (and not part only) of the principal amount of each Note (being HK$1,000,000) may be converted into Conversion Shares on any business day at the Conversion Price.

Unless converted into Shares or repaid in accordance with the terms and conditions of the Notes, the principal amount of any Note remaining outstanding shall be automatically redeemed in accordance with the terms and conditions of the Notes on the Maturity Date.

The terms of the Subscription Agreement were negotiated on an arm's length basis and on normal commercial terms and the Directors believe that they are fair and reasonable so far as the Company is concerned.

At the request of the Company, trading in the Shares and warrants of the Company has been suspended from 10:00 a.m. on 12 June 2001. Application has been made by the Company to the Stock Exchange for resumption of trading with effect from 10:00 a.m. on 13 June 2001.

SUBSCRIPTION AGREEMENT:

Date:

12 June 2001

Issuer:

The Company

Subscriber:

Kingfair Company Limited, an independent third party not connected with any of the directors, chief executives or substantial shareholders of the Company and its subsidiaries or any of their respective associates (as defined in the Listing Rules).

Neither the Subscriber nor its beneficial owner has had any prior shareholding in the Company.

Aggregate amount of the Notes:

HK$100,000,000, being the face-value of the Notes, payable in full in cash by the Subscriber on the date of Completion.

Principal terms of the Notes:

Interest:

Each Note bears interest from the date of its issue at the rate of 5 per cent. per annum. Such interest is payable semi-annually in arrears on 30th June and 31st December in each year.

Conversion:

The whole (and not part only) of the principal amount of each Note (being HK$1,000,000) may be converted into the Conversion Shares on any Business Day at the Conversion Price. The Conversion Shares which fall to be issued on upon conversion of the relevant Note shall rank pari passu in all respects with the Shares in issue on the date of issue of the Conversion Shares.

Maturity:

The third anniversary of the date of issue of the relevant Note, being the Maturity Date. Pursuant to the Subscription Agreement, the Company shall issue the Notes on the date of Completion. 

Unless converted into Shares or repaid in accordance with the terms and conditions of the Notes, the principal amount of any Note remaining outstanding shall be automatically redeemed in full with accrued interest on the Maturity Date.

Transfer:

The Notes may be assigned to any third party which is not a connected person (as defined in the Listing Rules) of the Company subject to compliance with the terms and conditions of the Notes and further subject to the conditions, approvals, requirements and any other provisions of or under:

(a)
the Stock Exchange or its rules and regulations;

(b)
the approval of the listing in respect of the Conversion Shares; and

(c)
all applicable laws and regulations.

Early Redemption:

The holder of a Note has a right, at any time by written notice, to require the Company to redeem the whole or part of the outstanding principal amount of the relevant Note at 125% of the face value of such outstanding amount, together with interest accrued, if the closing price per Share falls below 35% of the Fixed Conversion Price in effect at such time for a period of 15 consecutive trading days following the date of issue of the relevant Note.

Conditions Precedent:

The obligations of the parties to the Subscription Agreement to effect Completion shall be conditional upon:

(a)
the Listing Committee of the Stock Exchange having granted listing of and permission to deal in the Conversion Shares to be issued pursuant to the Notes; and

(b)
the Bermuda Monetary Authority having approved the issue of the Notes and the Conversion Shares to be issued pursuant to the Notes and the transferability of the Notes and the Conversion Shares to be issued pursuant to the Notes.

If the conditions precedent referred to above are not fulfilled on or before the 14th Business Day from the date of the Subscription Agreement (or such later date as may be agreed between the Subscriber and the Company), the Subscription Agreement shall lapse and become null and void and the parties shall be released from all obligations under the Subscription Agreement, save for any liability arising out of any antecedent breaches of the Subscription Agreement.

General Mandate to issue shares:

Assuming full conversion of all the Notes at the Fixed Conversion Price, 1,000,000,000 Conversion Shares will be issued representing approximately 19.85 per cent. and approximately 16.56 per cent. of the Existing Issued Share Capital and the Enlarged Issued Share Capital respectively, which Conversion Shares shall be issued pursuant to the general mandate granted to the board of Directors at the special general meeting of the Company held on 9 March 2001.

USE OF PROCEEDS:

The net proceeds of approximately HK$100,000,000 derived from the issue of the Notes shall be used for the purpose of repayment of the Group's existing liabilities of HK$100,000,000. 

SHAREHOLDING STRUCTURE:

Shine United International Inc. (a company wholly-owned by Mr. Patrick K. C. Wong, a Director and the chairman of the Company) is currently the single largest shareholder of the Company, holding 1,352,260,000 Shares, representing approximately 26.84 per cent. of the Existing Issued Share Capital. Assuming full conversion of all the Notes at the Fixed Conversion Price and that 1,000,000,000 Conversion Shares are issued, the shareholding interest of Shine United International Inc. in the Company shall decrease correspondingly from approximately 26.84 per cent. to approximately 22.40 per cent..

LISTING:

No application shall be made for the listing of, or permission to deal in the Notes on the Stock Exchange or any other stock exchange. Application shall be made to the Listing Committee of the Stock Exchange for the listing of, and permission to deal in, the Conversion Shares, and if required, to the Bermuda Monetary Authority for approval of the issue of the Notes and the Conversion Shares and the transferability of the Notes and the Conversion Shares.

GENERAL:

The terms of the Subscription Agreement were negotiated on an arm's length basis and on normal commercial terms and the Directors believe that they are fair and reasonable so far as the Company is concerned.

The Company has undertaken to the Stock Exchange to promptly notify the Stock Exchange upon becoming aware of any dealings in the Notes by any connected person of the Company (as defined in the Listing Rules).

RESUMPTION OF TRADING:

At the request of the Company, trading in the Shares and warrants of the Company has been suspended from 10:00 a.m. on 12 June 2001. Application has been made by the Company to the Stock Exchange for resumption of trading with effect from 10:00 a.m. on 13 June 2001.

DEFINITIONS:

"Business Day"
a day (excluding Saturday) on which banks in Hong Kong are open for business for more than four hours

"Company"
HiNet Holdings Limited, a company incorporated in Bermuda with limited liability, the securities of which are listed on the Stock Exchange

"Completion"
the date fixed for the completion of the subscription and issue of the Notes pursuant to the Subscription Agreement, being the third Business Day following the date on which all the conditions precedent have been fulfilled

"Conversion Price"
if the conversion rights attached to the relevant Note are exercised (a) prior to the 30th day from the date of issue of the relevant Note, the Fixed Conversion Price; and (b) on or after the 30th day from the date of issue of the relevant Note, the lower of the Fixed Conversion Price or the Floating Conversion Price; PROVIDED that if such price shall be less than the nominal amount of a Share, the nominal amount of a Share unless it shall be in compliance with the relevant provisions of the terms and conditions of the relevant Note

"Conversion Shares"
the Shares to be issued by the Company pursuant to the terms and conditions of the Notes

"Director(s)"
director(s) of the Company

"Enlarged Issued Share Capital"
the issued share capital of the Company as enlarged by the issue of the Conversion Shares

"Exercise Date"
the date on which a notice is given pursuant to the terms and conditions of the Notes in respect of the exercise of the conversion rights attached to the relevant Note

"Existing Issued Share Capital"
the issued share capital of the Company as at 12 June 2001 of 5,037,531,891 Shares

"Fixed Conversion Price"
the price of HK$0.10 per Conversion Share, subject to adjustment under the terms and conditions of the Notes

"Floating Conversion Price"
the product of (a) the arithmetic average of any four closing prices per Share during the twenty (20) consecutive trading days immediately prior to the Exercise Date and (b) 93%

"Group"
the Company and its subsidiaries

"Hong Kong"
the Hong Kong Special Administrative Region of the People's Republic of China

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

"Maturity Date"
the third anniversary of the date of issue of the Notes 

"Notes"
the series of convertible notes in an aggregate principal amount of HK$100,000,000 due on the Maturity Date to be issued by the Company in denomination of HK$1,000,000 each and to be subscribed by the Subscriber pursuant to the Subscription Agreement

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

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Subscriber"
Kingfair Company Limited, an investment holding company incorporated in the British Virgin Islands with limited liability

"Subscription Agreement"
the agreement dated 12 June 2001 entered into between the Company and the Subscriber relating to the subscription and issue of the Notes


By order of the board 


Patrick K. C. Wong


Chairman

Hong Kong, 12 June 2001

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