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Fujikon Industrial Holdings Limited

富士高實業控股有限公司*

(incorporated in Bermuda with limited liability)

ONGOING CONNECTED TRANSACTIONS

As a result of change to the Takeovers Code, certain ongoing transactions of the Company are connected transactions.

This announcement sets out information about the Ongoing Connected Transactions, and is made in compliance with the Main Board Listing Rules, following change to the Takeovers Code with effect from 19 October 2001.

The counterparty of the ongoing connected transactions is Shun-Tai Telecom. Shun-Tai Telecom is an associate of a substantial shareholder of one of the PRC subsidiaries of the Company and is, therefore, a connected person. 

The connected person status of Shun-Tai Telecom arose on 19 October 2001. On that date, the Securities and Future Commission announced a lowering of the threshold for mandatory general offers under the Takeovers Code to 30% with immediate effect. This change triggered an automatic lowering the percentage threshold set out in the definition of "associate" in the Main Board Listing Rules. As a result, corporations that are 30% held by a substantial shareholder of a listed company (or a subsidiary of a listed company) automatically became connected persons of the listed company concerned, and transactions between the listing company and such persons became connected transactions.

Following the change to the Takeovers Code, Fujikon Industrial and Ningbo Fusion have entered into the following transactions with Shun-Tai Telecom which became connected transactions:

(a)
purchases of goods: Fujikon Industrial purchased the Components for a total consideration of about HK$4 million, representing approximately 1.57 per cent. of the net tangible assets of the Company, from Shun-Tai Telecom between 19 October 2001 and 31 December 2001. The Components are part of the materials required for the production of the products of Fujikon Industrial; and

(b)
sales of goods: Ningbo Fusion sold the Products for a total sale price of about HK$1.2 million, representing approximately 0.47 per cent. of the net tangible assets of the Company, to Shun-Tai Telecom between 19 October 2001 and 31 December 2001. The Products are produced by Ningbo Fusion made from the materials/components purchased from independent third parties.

As the consideration for each of the above connected transactions is above the deminimis threshold set out in Rule 14.24(5) but falls below the threshold set out under Rule 14.25(1) of the Main Board Listing Rules, these connected transactions are subject to the disclosure requirements as stipulated under Rule 14.25(1) of the Main Board Listing Rules. The delay in the disclosure of these connected transactions by way of press notice containing brief details of the transactions has constituted breaches of the Main Board Listing Rules. 

The Stock Exchange has informed the Company that it reserves the rights to take appropriate actions against the Company and/or the Directors in respect of the breaches of the Main Board Listing Rules.

It is projected that Fujikon Industrial will purchase the Components at a total purchase price of about HK$5.4 million, representing approximately 2.12 per cent. of the net tangible assets of the Company and Ningbo Fusion will sell to Shun-Tai Telecom the Products at a total sale price of about HK$1.5 million, representing approximately 0.59 per cent. of the net tangible assets of the Company, between 1 January 2002 to 31 March 2002, being the remaining term of the current financial year of the Company, respectively. As the Ongoing Connected Transactions are part of the usual and ordinary business of Fujikon Industrial and Ningbo Fusion to be conducted on normal commercial terms, the Company has applied to the Stock Exchange for a waiver from strict compliance with the Main Board Listing Rules for each of the forthcoming financial years.

THE ONGOING CONNECTED TRANSACTIONS

Prior to the change to the Takeovers Code, each of Fujikon Industrial and Ningbo Fusion has entered into transactions with Shun-Tai Telecom set out in (a) and (b) below since 1 July 2001 and 1 April 2001, respectively. As these transactions involve simple purchase and sale of the Components and Products, as the case may be, constituting part of the usual and ordinary businesses of these two companies and are of recurring nature, no formal agreement has been entered into by Fujikon Industrial and Ningbo Fusion with Shun-Tai Telecom. During the six months ended 30 September, 2001, being the last financial period prior to the effective date of the changes to the Takeovers Code, the consideration for these transactions amounted to approximately HK$5 million and HK$2.3 million, representing approximately 1.97 per cent. and 0.90 per cent. of the net tangible assets of the Company, respectively. 

Following the change to the Takeovers Code, Fujikon Industrial and Ningbo Fusion have entered into the following transactions for the purchase of Components and sale of Products which became connected transactions:

(a)
purchases of goods: Fujikon Industrial purchased the Components for a total consideration of about HK$4 million, representing approximately 1.57 per cent. of the net tangible assets of the Company, from Shun-Tai Telecom between 19 October 2001 and 31 December 2001. The Components are part of the materials required for the production of the products of Fujikon Industrial; and

(b)
sales of goods: Ningbo Fusion sold the Products for a total sale price of about HK$1.2 million, representing approximately 0.47 per cent. of the net tangible assets of the Company, to Shun-Tai Telecom between 19 October 2001 and 31 December 2001. The Products are produced by Ningbo Fusion made from the materials/components purchased from independent third parties.

As the consideration for each of the above connected transactions is above the deminimis threshold set out in Rule 14.24(5) but falls below the threshold set out under Rule 14.25(1) of the Main Board Listing Rules, these connected transactions are subject to the disclosure requirements as stipulated under Rule 14.25(1) of the Main Board Listing Rules. The delay in the disclosure of these connected transactions by way of press notice containing brief details of the transactions has constituted breaches of the Main Board Listing Rules. 

The Stock Exchange has informed the Company that it reserves the rights to take appropriate actions against the Company and/or the Directors in respect of the breaches of the Main Board Listing Rules.

It is projected that Fujikon Industrial will purchase the Components at a total purchase price of about HK$5.4 million and Ningbo Fusion will sell to Shun-Tai Telecom the Products at a total sale price of about HK$1.5 million, representing approximately 2.12 per cent. and 0.59 per cent. of the net tangible assets of the Company, between 1 January 2002 to 31 March 2002, being the remaining term of the current financial year of the Company, respectively. As the Ongoing Connected Transactions are part of the usual and ordinary business of Fujikon Industrial and Ningbo Fusion to be conducted on normal commercial terms, the Company has applied to the Stock Exchange for a waiver from strict compliance with the Main Board Listing Rules for each of the forthcoming financial years.

REASONS FOR THE ONGOING CONNECTED TRANSACTIONS

The Ongoing Connected Transactions are in the normal and ordinary course of business of Fujikon Industrial and Ningbo Fusion.

The Directors consider that the Ongoing Connected Transactions are entered into in the usual and ordinary course of business of the Group. The terms of the transactions were negotiated on an arm's length basis and on normal commercial terms between the parties involved. The Directors are of the view of that as far as the shareholders of the Company are concerned, these transactions are fair and reasonable and in the best interests of the Company and its shareholders as a whole.

WAIVER FOR ONGOING CONNECTED TRANSACTIONS

The Ongoing Connected Transactions, which will take place from time to time, in the future, on a regular basis, will arise in the ordinary and normal course of business of Fujikon Industrial and Ningbo Fusion on normal commercial terms. Accordingly, the Directors consider that it would not be practical to make disclosure of, or where necessary, to obtain independent shareholders' approval for, each such Ongoing Connected Transactions.

The Company has applied to the Stock Exchange for a waiver from strict compliance with the relevant requirements of the Main Board Listing Rules for the Ongoing Connected Transactions for each of the forthcoming financial years of the Company on the following conditions:

1.
the transactions are entered into in the ordinary and usual course of business, conducted on normal commercial terms (or terms no less favourable than terms obtainable from independent third parties) and on arm's length basis, and are fair and reasonable so far as the shareholders of the Company are concerned and in the interests of the Company and its shareholders as a whole;

2.
the consideration paid or received in respect of each of the transactions entered into between Shun-Tai Telecom and each of Fujikon Industrial and Ningbo Fusion, respectively in that financial year did not exceed an amount calculated by reference to the higher of either HK$10,000,000 or 3 per cent. of the latest consolidated audited net tangible assets (or as adjusted in accordance with the Main Board Listing Rules) of the Group from time to time;

3.
details of the respective transactions shall be set forth in the Company's annual report as set out in Rule 14.25(1)(A) to (D) of the Main Board Listing Rules;

4.
the Company's independent non-executive Directors shall review the transactions annually and confirm in the Company's annual report for the year in question that:

(i) 
the transactions have been entered into in the ordinary and usual course of business of the Group and on normal commercial terms or (where applicable) in accordance with the terms of the agreements relating to the transactions in question (where there is no available comparable transactions or no such agreement, on terms being no less favourable than those available to/from independent third parties) on an arm's length basis; and

(ii)
the transactions have been entered into on terms that are fair and reasonable so far as the shareholders of the Company are concerned;

5.
the auditors of the Company shall review the transactions annually and confirm to the Directors in writing stating that:

(i)
the transactions have been approved by the Directors;

(ii)
the transactions have been entered into in accordance with the terms of the agreements relating to the transactions in question or where there is no such agreement, on terms being no less favourable than those available to/from independent third parties;

(iii)
the transactions have been entered into in accordance with the pricing policy of the Group; and

(iv)
the value of the transactions do not exceed the relevant annual cap as stated in (2) above;


where, for whatever reason, the auditors of the Company decline to accept the engagement or are unable to provide the confirmation, the Board shall contact the Listing Division immediately; and

6.
the Company and the connected persons shall provide to the Stock Exchange an undertaking that, for so long as the shares of the Company are listed on the Stock Exchange, it will provide the Company's auditors with full access to their relevant records for the purpose of their review of the Ongoing Connected Transactions.

If any terms of the Ongoing Connected Transactions mentioned above are altered or if the Company or the relevant subsidiaries enter(s) into new agreements with any connected persons (within the meaning of the Main Board Listing Rules) in the future, the Company must comply with the provisions of Chapter 14 of the Main Board Listing Rules governing connected transactions unless it applies for and obtains a separate waiver from the Stock Exchange.

In respect of the Ongoing Connected Transactions, in the event of any future amendments to the Main Board Listing Rules imposing more stringent requirements than as at the date of this announcement on transactions of the kind to which the Ongoing Connected Transactions belong including, but not limited to, a requirement that such transactions be made conditional on approval by the independent shareholders of the Company, the Company shall take immediate steps to ensure compliance with such requirements within a reasonable time.

INFORMATION ON SHUN-TAI TELECOM

Shun-Tai Telecom is 30% owned by Shun-Tai Industrial. The remaining 70% of the registered capital of Shun-Tai Telecom is owned by an independent third party who is not connected with any director, chief executive or substantial shareholder of the Company or any of its subsidiaries, or their respective associates.

Shun-Tai Industrial is a 30% shareholder of Ningbo Fusion. The remaining 70% of Ningbo Fusion is held by a wholly owned subsidiary of the Company. Ningbo Fusion is, therefore, a subsidiary of the Company. 

On 19 October 2001, the threshold for mandatory offers under the Takeovers Code was reduced, with immediate effect from that date, to 30%. This resulted in an automatic lowering the percentage threshold set out in the definition of "associate" set out in the Main Board Listing Rules, and as a result of such change, Shun-Tai Telecom became a connected person of the Company on that date, and transactions between either Fujikon Industrial or Ningbo Fusion and Shun-Tai Telecom became or would become connected transactions of the Company.

INFORMATION ON FUJIKON INDUSTRIAL AND NINGBO FUSION

Fujikon Industrial is a wholly owned subsidiary of the Company incorporated in Hong Kong with limited liability. Its principal operating activities are the manufacture and sale of electro-acoustic products and accessories. 

Ningbo Fusion is a non-wholly owned subsidiary of the Company, 70% of the registered capital of which is held by a wholly owned subsidiary of the Company. It is a sino foreign equity joint venture enterprise established in the PRC. Its principal business is the manufacture and sale of PVC beads and wires.

DEFINITIONS

"Company"
Fujikon Industrial Holdings Limited, a company incorporated in Bermuda with limited liability, the shares of which are listed on the main board of the Stock Exchange

"Components"
cables, components manufactured by Shun-Tai Telecom

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

"Fujikon Industrial"
Fujikon Industrial Company Limited, a company incorporated under the Companies Ordinance of Hong Kong with limited liability and a wholly owned subsidiary of the Company

"Group"
the Company and each of its subsidiaries

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

"Ningbo Fusion"
寧波富舜電業材料有限公司 (Ningbo Fusion Electrical Material Co., Ltd.), a sino foreign equity joint venture enterprise established in the PRC, the registered capital of which is held as to 30% by Shun-Tai Industrial and the remaining 70% by a wholly owned subsidiary of the Company

"Ongoing Connected
the connected transactions to be entered into between 
  Transactions"
Shun-Tai Telecom and each of Fujikon Industrial and Ningbo Fusion, details of which are set out in the section headed "Ongoing Connected Transactions" of this announcement

"PRC"
the People's Republic of China

"Products"
PVC beads and wires, manufactured by Ningbo Fusion

"Shun-Tai Industrial"
余姚市舜台工貿有限公司 (Yuyao City Shun-Tai Industrial Trading Co., Ltd.), a domestic enterprise established in the PRC which holds 30% of the registered capital of Ningbo Fusion

"Shun-Tai Telecom"
余姚舜台電訊器材有限公司 (Yuyao Shun-Tai Telecommunication Material Co., Ltd.), a sino foreign equity joint venture enterprise established in the PRC, the registered capital of which is held as to 30% by Shun-Tai Industrial and the remaining 70% by an independent third party not connected with any director, chief executive or substantial shareholder of the Company or any of its subsidiaries or any of their respective associates

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Takeovers Code"
the Code on Takeovers and Mergers and Share Repurchases of Hong Kong


By order of the Board


Fujikon Industrial Holdings Limited


Yeung Chi Hung, Johnny


Chairman

Hong Kong, 17 January 2002

* For identification purposes only

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