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GREAT WALL CYBERTECH LIMITED
(Incorporated in Bermuda with limited liability)
PROPOSED OPEN OFFER OF NOT LESS THAN 6,461,005,616
OFFER SHARES TO QUALIFYING SHAREHOLDERS 
AT A SUBSCRIPTION PRICE OF $0.01 PER OFFER SHARE 
ON THE BASIS OF FOUR OFFER SHARES FOR EVERY 
EXISTING SHARE HELD 
PAYABLE IN FULL ON ACCEPTANCE
AND
CHANGE IN BOARD LOT SIZE
Underwriter 
First Securities (HK) Limited
OPEN OFFER

*
The Company proposes to raise a minimum of about $64.6 million, before expenses, by issuing not less than 6,461,005,616 Offer Shares at a subscription price of $0.01 per Offer Share.
*
The Company will offer for subscription four Offer Shares for every existing Share held by the Qualifying Shareholders. The Open Offer is not available to Excluded Shareholders.
*
The Open Offer is subject to the conditions set out below under the section headed “Conditions of the Open Offer”. In particular, it is conditional upon, inter alia, Independent Shareholders approving at the SGM the Open Offer (in accordance with the Listing Rules).
*
VPL, a substantial shareholder of the Company, has irrevocably undertaken to the Company to take up its entitlement under the Open Offer in full.
*
To qualify for the Open Offer, any transfers of Shares (with the relevant share certificates) must be lodged for registration with the Company's branch registrar in Hong Kong by 4:00 p.m. on 22nd January, 2002.
*
The Company intends to use the net proceeds of about $62 million to be derived from the Open Offer as general working capital of the Company.
*
In order to reduce the costs and expenses of the Company and its shareholders in respect of the issue and transfer of Shares, the Directors announce that the board lot size for trading on the Stock Exchange will be changed from 2,000 Shares to 20,000 Shares with effect from Monday, 21st January, 2002.
*
Trading in the Shares was suspended from 10:00 a.m. on 31st December, 2001 at the request of the Company pending the issue of this announcement. Application has been made for trading in the Shares to resume at 10:00 a.m. on 2nd January, 2002.
OPEN OFFER

Issue statistics:

Basis of the Open Offer
:
Four Offer Shares for every existing Share held by each Qualifying Shareholder as at the Record Date

Number of existing Shares in issue
:
1,615,251,404 Shares as at the date of this announcement

Number of Offer Shares
:
Not less than 6,461,005,616 Offer Shares (Note)

Subscription price per Offer Share
:
$0.01

Note:
As at the date of this announcement, there are outstanding Share Options to subscribe for an aggregate of 14,800,000 new Shares. In the event that the issued share capital of the Company will be increased to 1,630,051,404 Shares on or before the Record Date as a result of the issue of 14,800,000 new Shares upon full exercise of the outstanding Share Options, the maximum number of Offer Shares will be increased to 6,520,205,616 Offer Shares.

Qualifying Shareholders:

The Company will send the Prospectus Documents to the Qualifying Shareholders only.

To qualify for the Open Offer, Shareholders must:

*
be registered as a member of the Company on the Record Date; and

*
have an address in Hong Kong on the register of members of the Company on that day.

In order to qualify for the Open Offer, Shareholders must lodge any transfers of Shares (with the relevant share certificates) with the Company's branch share registrar in Hong Kong, Secretaries Limited at 5th Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong by 4:00 p.m. on 22nd January, 2002.

The invitation to apply for the Offer Shares is not transferable or capable of renunciation and there will not be any trading in nil-paid entitlements on the Stock Exchange.

The register of members of the Company will be closed from 23rd to 28th January, 2002, both days inclusive. No transfer of Shares will be registered during this period.

Terms of the Open Offer

Subscription price:

$0.01 per Offer Share, payable in full upon acceptance by Qualifying Shareholder.

The subscription price payable under the Open Offer represents (i) a discount of about 84.8% to the closing price of $0.066 per Share as quoted on the Stock Exchange on 28th December, 2001, the last day on which the Shares were traded immediately preceding the publication of this announcement; (ii) a discount of about 86.3% to the average closing price of $0.073 per Share as quoted on the Stock Exchange on the last ten trading days up to and including 28th December, 2001; (iii) a discount of about 52.4% to the theoretical ex-entitlements price of $0.021 per Share based on the closing price as quoted on the Stock Exchange on 28th December, 2001; and (iv) a discount of about 98.7% to the unaudited net assets value per Share of $0.75 each as at 30th September, 2001.

The subscription price was arrived at after arm's length negotiation between the Company and the Underwriter. The Directors consider that the terms of the Open Offer are fair and reasonable and that the Open Offer is in the interests of the Company and the Shareholders as a whole.

Status of the Offer Shares:

When fully paid and allotted, the Offer Shares will rank pari passu in all respects with the existing Shares. Holders of the Offer Shares will be entitled to receive all future dividends and distributions which are declared, made or paid after the date on which the Offer Shares are allotted.

Share certificates:

Subject to the fulfilment of the conditions of the Open Offer, certificates for the Offer Shares are expected to be posted to the Qualifying Shareholders who accepted and paid for the Offer Shares at their own risks on or before 21st February, 2002.

Rights of Excluded Shareholders:

As the Prospectus Documents will not be registered under any applicable securities legislation in any jurisdiction other than Hong Kong and Bermuda, the Excluded Shareholders will not be entitled to take part in the Open Offer. The Company will send the Prospectus (but not the Application Form) to the Excluded Shareholders for their information only.

Fractions of Offer Shares and Offer Shares to Excluded Shareholders:

The Company will not offer fractions of Offer Shares. The Offer Shares arising from the aggregation of fractional entitlements, and the Offer Shares to which the Excluded Shareholders would otherwise have been entitled to under the Open Offer, will be taken up by the Underwriter.

Application for excess Offer Shares:

Under the Open Offer, no Qualifying Shareholder is entitled to apply for any Offer Shares which are in excess to its entitlements.

Application for listing:

The Company will apply to the Listing Committee of the Stock Exchange for the listing of, and permission to deal in, the Offer Shares.

Dealings in the Offer Shares will be subject to the payment of stamp duty in Hong Kong.

Underwriting Agreement

Date
:
28th December, 2001

Underwriter
:
First Securities (HK) Limited, a registered dealer independent of, and not connected with, any of the Directors, chief executive or substantial shareholders of the Company or its subsidiaries and their respective associates

Number of Offer Shares underwritten
:
4,516,477,180 Offer Shares (subject to adjustment), being the maximum number of Offer Shares other than the VPL Undertaken Shares, will be underwritten by the Underwriter

Underwriting commission
:
3% of the aggregate amount which is equal to the subscription price multiplied by the number of all Offer Shares underwritten by the Underwriter pursuant to the Underwriting Agreement

As at the date of this announcement, VPL, a substantial shareholder of the Company and which is interested in 486,132,109 Shares, representing about 30.1% of the existing issued share capital of the Company, has given an irrevocable undertaking in favour of the Company to accept and subscribe or procure the acceptance and subscription in full of 1,944,528,436 Offer Shares which will be provisionally offered to it under the Open Offer.

VPL Undertaking

VPL has irrevocably undertaken to the Company and the Underwriter that the Shares beneficially owned by it would remain registered in its name from the date of the VPL Undertaking up to the Record Date and that it will subscribe an aggregate of 1,944,528,436 Offer Shares (representing approximately 120% of the existing issued share capital and approximately 24.1% of the issued share capital of the Company as enlarged by the Open Offer, assuming no Shares will be allotted on or before the Record Date as a result of the exercise of share options). The Offer Shares will be fully underwritten by the Underwriter other than the VPL Undertaken Shares. Upon completion of the Open Offer, VPL will be interested in an aggregate of 2,430,660,545 Shares, representing approximately 30.1% of the issued share capital of the Company as enlarged by the Open Offer (assuming no Shares will be allotted on or before the Record Date as a result of the exercise of share options).

Conditions of the Open Offer

Completion of the Open Offer is conditional upon:

(a)
Independent Shareholders approving at the SGM the Open Offer (in accordance with the Listing Rules);

(b) 
the completion of the Capital Reduction (Note);

(c) the Listing Committee of the Stock Exchange granting (subject only to the allotment of the Offer Shares, the posting of the Prospectus Documents and despatch of certificates in respect of the Offer Shares and any other matters which are agreed between the Company and the Underwriter) the listing of and permission to deal in the Offer Shares on the Stock Exchange by no later than 19th February, 2002 and such listing and permission to deal not being revoked prior to 4.00 p.m. on the second Business Day after the last day for acceptance of the Offer Shares;

(d) the registration of the Prospectus Documents (with all the documents required to be attached thereto by Section 342C of the Companies Ordinance (Chapter 32 of the Laws of Hong Kong)) (all having been duly authorised for registration by the Stock Exchange and signed by or on behalf of two Directors) by the Registrar of Companies in Hong Kong in compliance with the Companies Ordinance by no later than 29th January, 2002;

(e) 
the filing of the Prospectus Documents with the Registrar of Companies in Bermuda by no later than 29th January, 2002;

(f) 
the posting of the Prospectus Documents to the Qualifying Shareholders on or before 29th January, 2002;

(g) 
delivery by VPL to the Company and the Underwriter of the VPL Undertaking duly executed by VPL on the same date as the Underwriting Agreement and compliance with and performance by VPL of the terms of the VPL Undertaking up to and including the last day for acceptance of the Offer Shares; and

(h) 
the Underwriting Agreement is not terminated in accordance with the terms thereof, in particular, pursuant to the operation of the force majeure provisions therein as described in the section headed “Termination of the Underwriting Agreement” below.

If any of the above conditions are not fulfilled on or before 28th February, 2002, or shall become incapable of being fulfilled on or before such time or date without being so waived, the Underwriting Agreement may be terminated by the Underwriter by written notice to the Company and the Open Offer will not proceed.

Note:

As stated in the announcement and circular of the Company dated 4th December, 2001 and 12th December, 2001 respectively, the Board proposed to convene a special general meeting of the Company to be held on 9th January, 2002 to consider and, if though fit, passing the special resolution relating to the reduction of the nominal value of each of the issued and unissued shares in the capital of the Company from $0.10 each to $0.01 each so that the authorised capital is reduced from $250,000,000 by $225,000,000 to $25,000,000 and the issued capital is reduced from $161,525,140 by $145,372,626 to $16,152,514; and the transfer of credit of $145,372,626 arising from the Capital Reduction to contributed surplus account of the Company. The Board further proposed that immediately after the Capital Reduction, the authorised share capital of the Company be increased to $250,000,000 by the creation of 22,500,000,000 new Shares.

Termination of the Underwriting Agreement

If at any time between the date of the Underwriting Agreement and 4:00 p.m. on the second Business Day following the last day for acceptance of the Offer Shares, one or more of the following events or matters occur, arise, or exist:
(a) 
any Underwriter shall become aware of the fact that, or shall have reasonable cause to believe that, any of the warranties was, when originally given or when repeated as provided, untrue, inaccurate misleading or breached, and in each case the same is (in the reasonable opinion of any Underwriter) material in the context of the Open Offer; or
(b) 
(i) 
any new law or regulation is enacted, or there is any change in existing laws or regulations or any change in the interpretation or application thereof by any court or other competent authority, whether in Hong Kong or elsewhere;
(ii) 
any change in local, national or international financial, political, industrial or economic conditions;
(iii) 
any change of an exceptional nature in local, national or international equity securities or currency markets;
(iv) 
any local, national or international outbreak or escalation of hostilities, insurrection or armed conflict;
(v) 
any moratorium, suspension or material restriction on trading in securities generally on the Stock Exchange;
(vi) 
any suspension in the trading of the Shares on the Stock Exchange for a continuous period of five Business Days;
(vii) 
any change or development involving a prospective change in taxation or exchange controls in Hong Kong or elsewhere which will or may materially and adversely affect the Group or a material proportion of the Shareholders in their capacity as such,
which event or events is or are in the reasonable opinion of any Underwriter:
(viii) 
likely to have a material adverse effect on the business or financial or trading position or prospects of the Company or the Group; or
(ix) 
likely to have a material adverse effect on the success of the Open Offer or the level of Offer Shares taken up; or
(x) 
so material as to make it inappropriate, inadvisable or inexpedient to proceed further with the Open Offer,
then the Underwriter may, in addition to and without prejudice to any other remedies to which the Underwriter may be entitled, by notice in writing to the Company forthwith terminate the Underwriting Agreement.
USE OF THE PROCEEDS

The Group is principally engaged in the manufacture and sale of consumer electronic products. As at the date of this announcement, the Board confirms that there is no specific plan for the use of the net proceeds of about $62 million to be derived from the proposed Open Offer and therefore, it is the present intention of the Board that such proceeds will be retained as general working capital of the Company.

Reference is made to the Company's announcement dated 4th December, 2001 in which the Company confirmed that it had no intention to issue any new Shares. Taking into account the loss incurred by the Group for the six months ended 30th September, 2001, the Board considered that it would be in the interests of the Company to raise additional funds as general working capital of the Company. The Board confirms that the negotiation with the Underwriter with respect to the proposed Open Offer did not commence until mid-December 2001.

The Directors consider that the terms of the Open Offer are in the interests of the Company and its Shareholders as they can enlarge its capital base.

EXPECTED TIMETABLE

The expected timetable for the Open Offer is set out below:

2002

SGM Circular and notice of SGM to be posted
Friday, 11th January




Last day of dealings in the Shares on cum-rights basis
Friday, 18th January




Commencement of dealings in the Shares on ex-rights basis
Monday, 21st January




Effective date for the change in board lot size from 2,000 Shares to 20,000 Shares
Monday, 21st January




Latest time for lodging transfer of Shares in order to qualify for the Open Offer
4:00 p.m., Tuesday, 22nd January




Register of members closed to determine entitlements to the Open Offer (both days inclusive)
Wednesday, 23rd to Monday, 28th January




Latest time for lodging form of proxy in respect of SGM
9:30 a.m., Saturday, 26th January




SGM
9:30 a.m., Monday, 28th January




Record Date
Monday, 28th January




Despatch of the Prospectus Documents
Tuesday, 29th January




Latest time for acceptance of and payment for Offer Shares
4:00 p.m., Friday, 15th February




Open Offer expected to become unconditional on
4:00 p.m., Tuesday, 19th February




Announcement of the results of the Open Offer expected to be made on
Thursday, 21st February




Certificates for Offer Shares expected to be despatched on or before
Thursday, 21st February




Dealings in the Offer Shares expected to commence on
Monday, 25th February

ADJUSTMENT IN RELATION TO THE EXERCISE PRICE OF SHARE OPTIONS

The exercise price of the Share Options may be adjusted as a result of the issue of the Offer Shares. A further announcement will be made by the Company if there is any such adjustments.

GENERAL

The Board is fully aware of the requirement of paragraph 30 of Appendix 7b of the Listing Rules and will ensure that the Company is in full compliance with it thereon.

In accordance with the Listing Rules, VPL and its associates will abstain from voting on the resolution to approve the Open Offer at the SGM. An independent board committee will be appointed to advise the independent shareholders of the Company on the terms of the Open Offer. An independent financial adviser will be appointed to advise the independent board committee on the terms of the Open Offer.

The Company will send the SGM Circular to Shareholders on or about 11th January, 2002 and will despatch the Prospectus Documents, containing details of the Open Offer, to each of the Qualifying Shareholders on or about 29th January, 2002.

In order to reduce the costs and expenses of the Company and its shareholders in respect of the issue and transfer of Shares, the Directors announce that the board lot size for trading on the Stock Exchange will be changed from 2,000 Shares to 20,000 Shares with effect from Monday, 21st January, 2002.

Trading in the Shares was suspended from 10:00 a.m. on 31st December, 2001 at the request of the Company pending the issue of this announcement. Application has been made for trading in the Shares to resume at 10:00 a.m. on 2nd January, 2002.

DEFINITIONS USED

“Application Form”
the form of application for the Offer Shares

“associates”
shall have the same meaning ascribed to it under the Listing Rules

“Board”
the board of directors of the Company

“Business Day”
a day, other than Saturday, on which banks in Hong Kong are generally open for business

“Capital Reduction”
the proposed reduction of the share capital of the Company from each Share having a par value of $0.10 to each Share having a par value of $0.01, details of which were disclosed in the announcement of the Company dated 4th December, 2001

“Company”
Great Wall Cybertech Limited, an exempted company incorporated in Bermuda with limited liability, the Shares of which are listed on the Stock Exchange

“Directors”
the directors of the Company

“Excluded Shareholder(s)”
Shareholder(s) other than the Qualifying Shareholder(s)

“Group”
the Company and its subsidiaries

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

“Independent Shareholders”
Shareholders other than VPL and its Associates

“Listing Rules”
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited

“Open Offer”
the proposed open offer of the Offer Shares at a subscription price of $0.01 per Offer Share

“Offer Shares”
not less than 6,461,005,616 new Shares to be issued under the Open Offer

“Prospectus”
a prospectus containing details of the Open Offer

“Prospectus Documents”
the Prospectus and the Application Form

“Qualifying Shareholder(s)”
Shareholder(s) whose name(s) appear on the register of members of the Company on the Record Date and whose address as shown on the register of members of the Company on that day, is in Hong Kong

“Record Date”
28th January, 2002, being the date by reference to which entitlements to the Open Offer will be determined

“SGM”
the special general meeting of the Company to be convened and held on or about 28th January, 2002 to consider, inter alia, the Open Offer

“SGM Circular”
a circular containing details of the Open Offer, letters from the independent board committee and the independent financial adviser and a notice convening the SGM to consider, amongst other matters, the Open Offer

“Share(s)”
ordinary shares of $0.10 each, or upon the completion of the Capital Reduction, of $0.01 each, in the capital of the Company

“Share Option(s)”
outstanding option(s) to subscribe for 14,800,000 Shares granted under the share option scheme of the Company

“Shareholder(s)”
holder(s) of the Share(s)

“Stock Exchange”
The Stock Exchange of Hong Kong Limited

“Underwriter”
First Securities (HK) Limited, a registered dealer independent of, and not connected with, any of the Directors, chief executive or substantial shareholders of the Company or its subsidiaries and their respective associates

“Underwriting Agreement”
a conditional underwriting agreement dated 28th December, 2001 entered into between the Company and the Underwriter in respect of the Open Offer

“VPL”
VPL, a substantial shareholder of the Company who is interested in 486,132,109 Shares, representing about 30.1% of the existing issued share capital of the Company.

“VPL Undertaken Shares”
1,944,528,436 Offer Shares to be subscribed by VPL pursuant to the VPL Undertaking

“VPL Undertaking”
a written undertaking from VPL in favour of the Company and the Underwriter dated 28th December, 2001 under which VPL has undertaken to, inter alia, subscribe for all of the VPL Undertaken Shares under the Open Offer

“$”
Hong Kong dollars

“%”
per cent.

By order of the Board

Great Wall Cybertech Limited

Wu Shaozhang

Chairman
Hong Kong, 31st December, 2001

Please also refer to the published version of this announcement in the (Hong Kong iMail)
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