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Kwong Hing International Holdings (Bermuda) Limited

(incorporated in Bermuda with limited liability)

PLACING OF 181,100,000 EXISTING SHARES

AND

SUBSCRIPTION FOR 322,200,000 NEW SHARES

The Subscribers are substantial shareholders of the Company. The Subscribers have conditionally agreed to place, through the Placing Agent on a best efforts basis, the Placing Shares (as to 157,670,000 Shares from Rayten and 23,430,000 Shares from Mr. Li) and the Subscribers have conditionally agreed to subscribe for the Subscription Shares (as to 294,100,000 Shares by Rayten and 28,100,000 Shares by Mr. Li) at the price of HK$0.05 per Share which represents a discount of 9.09% to the closing price of HK$0.055 per Share quoted on the Stock Exchange on 16 November 2001 and a discount of 9.42% to the average closing price of approximately HK$0.0552 per Share as quoted on the Stock Exchange for the last ten full trading days immediately before the issue of this announcement. The Placing Shares will be placed to not less than six independent placees. Further announcement will be made should the actual number of Shares being placed is less than the number of Placing Shares.

Completion of the Placing and the Subscription are subject to the satisfaction of certain conditions (including a waiver from the SFC) as described below. If these conditions are not fulfilled, the Placing and the Subscription will not proceed.

The Placing Shares represent approximately 11.24% of the Company’s existing issued share capital of 1,611,000,000 Shares and approximately 9.37% of the Company’s issued share capital as enlarged by the Subscription. The Subscription Shares represent approximately 20% of the existing issued share capital of the Company and approximately 16.67% of the Company’s issued share capital as enlarged by the Subscription. The net proceeds from the Subscription will be approximately HK$16,110,000, of which approximately 50% will be used to repay bank indebtedness and the remaining balance will be used as the Company’s general working capital.

The Subscribers have approximately 43.81% interest in the Company. The shareholding of the Subscribers in the Company will be reduced to approximately 32.57% upon completion of the Placing and will be increased to approximately 43.81% upon completion of the Subscription.

Trading in the Shares was suspended with effect from 10:00 a.m. on 19 November 2001 pending publication of this announcement. Application has been made to the Stock Exchange for the resumption of trading in the Shares with effect from 10:00 a.m. on 20 November 2001.

A.
PLACING OF THE PLACING SHARES

The Placing Agreement dated 16 November 2001 was entered into between the Subscribers, the Placing Agent and the Company containing the terms summarised below:

Vendors:

The Subscribers, which are the substantial shareholders of the Company and which together with parties acting in concert with them, hold an approximate interest of 43.81% in the Company.

Placees:

The Placing Shares will be placed to not less than six placees (which will be individual, corporate and/or institutional investors) independent of, not connected with the Subscribers or its associates and the Company’s directors, chief executive or substantial shareholders, subsidiaries or any of their respective associates. No placee will become a substantial shareholder of the Company following completion of the Placing.

Placing price:

HK$0.05 per Placing Share

This price was agreed after arm’s length negotiations between the Placing Agent and the Company with reference to the recent trading price of the Shares and represents (i) a discount of approximately 9.09% to the closing price of HK$0.05 per Share quoted on the Stock Exchange on 16 November 2001; and (ii) a discount of approximately 9.42% to the average closing price of approximately HK$0.0552 per Share as quoted on the Stock Exchange from 5 November 2001 to 16 November 2001, both dates inclusive, being the last ten full trading days immediately before the issue of this announcement.

Placing Agent:

Kingsway SW Securities Limited

Ranking of the Placing Shares:

The Placing Shares rank equally with all other existing Shares.

Number of Placing Shares:

The Placing Shares (as to 157,670,000 Shares from Rayten and 23,430,000 Shares from Mr. Li) represent approximately 11.24% of the existing issued share capital of the Company of 1,611,000,000 Shares and approximately 9.37% of the issued share capital of the Company as enlarged by the Subscription. Further announcement will be made should the actual number of Shares being placed is less than the number of Placing Shares.

Conditions and completion of the Placing:

The Placing is conditional on the same conditions as set out in the Subscription Agreement (save for the condition on completion of the Placing). Completion will take place on or before the fourth business day following the satisfaction of the conditions, which is expected to occur on or before 21 December 2001 (or such other date as the Subscribers and the Placing Agent shall agree).

B.
SUBSCRIPTION OF THE SUBSCRIPTION SHARES

The Subscription Agreement dated 16 November 2001 was entered into between the Subscribers and the Company containing the terms summarised below:

Subscribers:

The Subscribers

Number of new Shares to be subscribed for:

The Company will issue the Subscription Shares (as to 294,100,000 Shares to Rayten and 28,100,000 Shares to Mr. Li) representing approximately 20% of the existing issued share capital of the Company and approximately 16.67% of the issued share capital of the Company as enlarged by the Subscription.

Subscription price:

HK$0.05 per Subscription Share, being equivalent to the price of the Placing Shares, was determined after arm’s length negotiations between the Placing Agent and the Company.

The Company will pay about HK$350,000 for the costs and expenses in connection with the Placing and the Subscription. Any interest earned by the Subscribers on the moneys raised by the Placing, between the date of completion of the Placing and the date of completion of the Subscription, will be paid to the Company.

Ranking of the Subscription Shares:

The Subscription Shares will rank equally with all Shares of the Company existing at the time of issue of the Subscription Shares.

Use of proceeds:

The net proceeds from the Subscription are expected to be approximately HK$16,110,000, of which approximately 50% will be used to repay bank indebtedness and the remaining balance will be used as the Company’s general working capital.

Conditions of the Subscription:

The Subscription is conditional upon:

(1)
the completion of the Placing;

(2)
the Listing Committee of the Stock Exchange granting or agreeing to grant the listing of, and permission to deal in, the Subscription Shares; and

(3)
the Subscribers obtaining from the Executive a waiver from the obligation of making a general offer for the Shares (other than those already owned or to be acquired by the Subscribers and parties acting in concert with them) pursuant to Note 6 to Notes on Dispensation from Rule 26 of the Code in respect of the Subscribers entering into the Subscription Agreement.

The Subscription Agreement does not provide for the right to waive any of the above conditions.

Completion of the Subscription:

The Subscription will be completed within 14 days after the date of completion of the Placing, which is expected to occur on or before 31 December 2001. If completion occurs after such 14-day period, the Subscription will constitute a connected transaction under the Listing Rules, and the Company will comply with relevant requirements under the Listing Rules applicable to such connected transaction.

Application for listing and waiver:

Application will be made by the Company to the Stock Exchange for the listing of, and permission to deal in, the Subscription Shares. Application will also be made to the Executive for a waiver from the obligation to make a general offer for Shares pursuant to the Code referred to above.

Trading in the Shares was suspended with effect from 10:00 a.m. on 19 November 2001 pending publication of this announcement. Application has been made to the Stock Exchange for the resumption of trading in the Shares with effect from 10:00 a.m. on 20 November 2001.

C.
EFFECTS ON SHAREHOLDING

The shareholding of the Subscribers and parties acting in concert with them in the Company before completion of the Placing, immediately after completion of the Placing but before completion of the Subscription, and immediately after completion of both the Placing and the Subscription are and will be as follows:
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100.00%
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1,933,200,000
100.00%

Note:
The figures assume that other than the Subscription Shares, no new Shares are issued or purchased by the Company and other than the Placing Shares and the Subscription Shares, no Shares are sold, subscribed or purchased by the Subscribers, in each case after the date of this announcement up to the date of the completion of the Subscription.

D.
REASON FOR THE PLACING AND SUBSCRIPTION

In view of the current market conditions, the Directors consider that the Placing represents a good opportunity to raise capital for the Company while broadening the shareholder base and the capital base of the Company.

E.
GENERAL MANDATE TO ISSUE SUBSCRIPTION SHARES

The Subscription Shares will be issued pursuant to the general mandate to allot and deal with Shares granted to the Directors by resolution of its shareholders passed at the Company’s special general meeting held on 22 October 2001. No changes have been made to the Company’s share capital since that date.

F.
DEFINITIONS

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

“associate(s)”
has the meaning as defined in the Listing Rules

“Code”
Hong Kong Code on Takeovers and Mergers

“Company”
Kwong Hing International Holdings (Bermuda) Limited, a company incorporated in Bermuda with limited liability and its Shares are listed on the Stock Exchange

“Directors”
the directors of the Company

“Executive”
the Executive Director of the Corporate Finance Division of the SFC or any delegate of the Executive Director

“Hong Kong”
the Hong Kong Special Administrative Region of the People’s Republic of China

“Listing Committee”
the listing committee of the Stock Exchange

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

“Mr. Li”
Mr. Li Man Tak, an executive Director, owning 23,430,000 Shares

“Placing”
the placing of the Placing Shares pursuant to the Placing Agreement

“Placing Agent”
Kingsway SW Securities Limited, a securities dealer registered under the Securities Ordinance (Chapter 333 of the Laws of Hong Kong) and an independent third party not connected with the Directors, chief executive or substantial shareholders of the Company or any of their respective associates

“Placing Agreement”
the placing agreement between the Subscribers, the Placing Agent and the Company dated 16 November 2001

“Placing Share(s)”
181,100,000 Shares to be placed by the Placing Agent pursuant to the Placing Agreement

“Rayten”
Rayten Limited, a company which owns 682,310,000 Shares and is beneficially owned by all the executive Directors including Mr. Li Man Ching, Ms. Li Mei Lin, Mr. Li Man Shun and Mr. Li as to 27%, 25%, 24% and 24% respectively of the issued share capital of Rayten Limited

“SFC”
the Securities and Futures Commission

“Share(s)”
ordinary share(s) of HK$0.01 each in the capital of the Company

“Stock Exchange”
The Stock Exchange of Hong Kong Limited

“Subscribers”
Rayten Limited and Mr. Li

“Subscription”
the subscription for the Subscription Shares pursuant to the Subscription Agreement

“Subscription Agreement”
the subscription agreement between the Subscribers and the Company dated 16 November 2001

“Subscription Share(s)”
322,200,000 Shares to be subscribed for by the Subscribers pursuant to the Subscription Agreement

“HK$”
Hong Kong dollars, the lawful currency of Hong Kong

“%”
per cent.

By Order of the Board

Li Mei Lin

Director

Hong Kong, 19 November 2001

The Directors jointly and severally accept full responsibility for the accuracy of the information contained in this announcement and confirm, having made all reasonable inquiries, that to the best of their knowledge, opinions expressed in this announcement have been arrived at after due and careful consideration and there are no other facts not contained in this announcement, the omission of which would make any statement in this announcement misleading.

Please also refer to the published version of this announcement in the China Daily dated 20/11/2001
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