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REXCAPITAL International Holdings Limited

(Incorporated in Bermuda with limited liability)

CONNECTED AND DISCLOSEABLE TRANSACTION,

ISSUE OF CONVERTIBLE NOTES AND

RESUMPTION OF TRADING

On 22 July 2002, Future Link, a wholly-owned subsidiary of the Company, has entered into the Sale and Purchase Agreement with the Vendor in relation to the acquisition of shares in Rexcapital Hong Kong at a consideration of HK$80 million to be satisfied by the issue of the Convertible Notes by the Company to the Vendor or its nominee.

Assuming full conversion of all the Convertible Notes at the Fixed Conversion Price, the Conversion Shares represent about 23.82% of the existing issued share capital of the Company and about 19.24% of the issued share capital of the Company as enlarged by the issue of the Conversion Shares.

Completion of the Sale and Purchase Agreement is conditional upon the fulfilment of the conditions set out under the section headed "Conditions" below.

The Directors (including the independent non-executive Directors) consider that the Sale and Purchase Agreement and the terms of the Convertible Notes were negotiated on an arm's length basis and agreed on normal commercial terms between the parties involved. The Directors (including the independent non-executive Directors) further consider that the terms of the Sale and Purchase Agreement are fair and reasonable so far as the Shareholders are concerned and the Acquisition is in the interest of the Company and the Shareholders as a whole.

As the Vendor is an associate of Mr Chan, a Director and the single largest shareholder of the Company beneficially interested in approximately 29.50% of the issued share capital of the Company, the Acquisition constitutes a connected transaction for the Company under the Listing Rules. The Company is required to obtain independent Shareholders' approval in respect of the Acquisition under the Listing Rules and that Mr Chan and his associates shall abstain from voting at such meeting. The Acquisition also constitutes a discloseable transaction for the Company. The Company will send a circular to the Shareholders together with the notice of the SGM as soon as practicable containing further details of the Acquisition.

Resumption of trading

At the request of the Company, trading in the securities of the Company on the Stock Exchange has been suspended from 9:30 a.m. on 22 July 2002 pending release of this announcement. Application has been made by the Company to the Stock Exchange for resumption of trading in the securities of the Company on the Stock Exchange with effect from 9:30 a.m. on 25 July 2002.

THE SALE AND PURCHASE AGREEMENT

Date

22 July 2002

Parties

Vendor:
Rexcapital Partners Incorporated, a company incorporated in the Cayman Islands which is principally engaged in investment holding and is beneficially interested in the entire issued share capital of Rexcapital Hong Kong. Rexcapital Partners Incorporated is owned as to 75% by Mr Chan, a Director and a substantial shareholder of the Company, 12.50% by Ms Lee Huei Lin, a Director and as to 12.50% by an independent third party not connected with any of the directors, substantial shareholders of the Company or any of their respective subsidiaries or associates

Purchaser:
Future Link, a wholly-owned subsidiary of the Company

The Sale Shares to be acquired

Pursuant to the Sale and Purchase Agreement, Future Link has agreed to purchase and the Vendor has agreed to sell, the Sale Shares, representing the entire issued share capital of Rexcapital Hong Kong, a company incorporated in Hong Kong which is principally engaged in the provision of a wide range of corporate finance advisory services.

Consideration

The total consideration in respect of the Acquisition payable by Future Link is HK$80 million, representing a price-earning ratio of approximately 3.94 times to the average annualized profit of Rexcapital Hong Kong for the period ended 1 January 2000 to 31 March 2002. The consideration in respect of the Acquisition was arrived at after arm's length negotiations among the parties thereto and has been determined with reference to the audited net profit after taxation of Rexcapital Hong Kong for the year ended 31 December 2000 and 15 months ended 31 March 2002 of approximately HK$14,727,000 and approximately HK$30,919,000 respectively.

The consideration in respect of the Acquisition shall be settled by the issue and allotment of the Convertible Notes to the Vendor or its nominee. The principal terms of the Convertible Notes are set out in the section headed "Principal terms of the Convertible Notes" below.

The Directors (including the independent non-executive Directors) consider that the Sale and Purchase Agreement and the terms of the Convertible Notes were negotiated on an arm's length basis and was agreed on normal commercial terms between the parties. The Directors (including the independent non-executive Directors) further consider that the terms of the Sale and Purchase Agreement and the terms of the Convertible Notes are fair and reasonable so far as the Shareholders are concerned and are in the interest of the Company and the Shareholders as a whole.

Principal terms of the Convertible Notes

Principal amount:
HK$80 million in aggregate

Interest:
2% per annum payable semi-annually in arrears

Conversion:
The whole (and not part only) of the principal amount of each Convertible Note (being HK$1,000,000) may be converted into the Conversion Shares on any business day at the conversion price as set out below. The Conversion Shares which fall to be issued upon conversion of the relevant Convertible Note shall rank pari passu in all respects with the Shares in issue at the date of issue of the Conversion Shares

Conversion Price:
If the conversion rights attached to the relevant Convertible Note are exercised (a) prior to the 30th day from the date of issue of the relevant Convertible Note, the Fixed Conversion Price; and (b) on or after the 30th day from the date of issue of the relevant Convertible Note, the lower of the Fixed Convertible 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 Convertible Note

Maturity:
Second anniversary from the date of issue of the Convertible Notes. Unless converted into Shares or repaid in accordance with the terms and conditions of the Convertible Notes, the principal amount of any Convertible Notes remaining outstanding shall be automatically redeemed in full with accrued interest on maturity

Transferability:
Holders of the Convertible Notes shall not, without the prior written consent of the Company, transfer or assign the Convertible Notes subject to compliance with the terms and conditions of the Convertible Notes

Assuming full conversion of all the Convertible Notes at the Fixed Conversion Price, the Conversion Shares represent about 23.82% of the existing issued share capital of the Company and about 19.24% of the issued share capital of the Company as enlarged by the issue of the Conversion Shares.

The Fixed Conversion Price represents a premium of about 38.46% to the closing price of HK$0.013 per Share as quoted on the Stock Exchange on 19 July 2002, being the trading day immediately before trading in the Shares was suspended pending the release of this announcement, and a premium of about 28.57% to the average closing price of approximately HK$0.014 per Share over the 10 trading days up to and including 19 July 2002.

Changes to the shareholding upon issue of the Conversion Shares

Assuming that the Convertible Notes are exercised in full, the shareholding of Mr Chan and his associates and the public before issue of the Conversion Shares in full and after the issue of the Conversion Shares in full are approximately as follows:


After the issue of the Convertible Notes


but before the issue of the
and after the issue of the


Conversion Shares in full
Conversion Shares in full





Mr Chan and his associates
29.50% being
43.06% being


5,503,590,200 Shares
9,948,034,644 Shares





Public
70.50% being
56.94% being


13,153,858,412 Shares
13,153,858,412 Shares





Total
100% being
100% being


18,657,448,612 Shares
23,101,893,056 Shares

Upon conversion of the Convertible Notes in full, Mr Chan and his associates are required to make a mandatory cash offer for all the issued Shares not already owned by them or parties acting in concert with them under Rule 26.1 of the Takeovers Code unless a waiver from strict compliance with Rule 26.1 of the Takeovers Code has been granted by the Executive.

The Vendor does not have any intention to exercise the conversion rights attached to the Convertible Notes immediately upon completion of the Sale and Purchase Agreement.

Conditions

Completion of the Sale and Purchase Agreement is conditional upon, among others, the following conditions being fulfilled:

(a)
if required, the approval from the SFC in relation to, the change of substantial shareholder (as defined in the Securities and Futures Commission Ordinance), of Rexcapital Hong Kong as an investment adviser registered under the Securities Ordinance having been obtained;

(b)
the registration licences of Rexcapital Hong Kong or approvals issued by the SFC and the Stock Exchange in relation to the transactions contemplated under the Sale and Purchase Agreement not being withdrawn or suspended;

(c)
the Listing Committee of the Stock Exchange having granted (either unconditionally or subject only to conditions to which the Company and the Vendor have no reasonable objection) the listing of and permission to deal on the Conversion Shares; and

(d)
the independent Shareholders having approved the transactions contemplated under the Sale and Purchase Agreement and the issue of the Convertible Notes and the issue and allotment of the Conversion Shares at the SGM.

In the event that any of the conditions set out above have not been fulfilled prior to 31 October 2002 (or a later date as the parties may mutually agree in writing), the Sale and Purchase Agreement shall lapse and be of no further effect and no party to the Sale and Purchase Agreement shall have any claim against the other party under the Sale and Purchase Agreement.

Completion

Completion shall take place on the third business day after the fulfillment of the last of the conditions under the Sale and Purchase Agreement.

REASON FOR THE ACQUISITION

The Group is principally engaged in investment holding. The principal subsidiaries of the Company are principally engaged in telecommunications infrastructure in Hong Kong and in the PRC.

Rexcapital Hong Kong was incorporated in Hong Kong on 7 April 1994 and is principally engaged in the provision of corporate finance advisory services in Hong Kong. Rexcapital Hong Kong is an investment adviser registered under the Securities Ordinance (Chapter 333) of the Laws of Hong Kong. The audited net profit before and after taxation and extraordinary items of Rexcapital Hong Kong for the year ended 31 December 2000 were approximately HK$17,527,000 and approximately HK$14,727,000 respectively and the audited net profit before and after taxation and extraordinary items of Rexcapital Hong Kong for the 15 months ended 31 March 2002 were approximately HK$36,809,000 and approximately HK$30,919,000 respectively.

The Directors believes that the Acquisition represents a good opportunity to increase the Group's revenue base in Hong Kong.

CONNECTED AND DISCLOSEABLE TRANSACTION

As the Vendor is an associate of Mr Chan, a Director and a substantial shareholder of the Company, the Acquisition constitutes a connected transaction for the Company under the Listing Rules. Pursuant to the Listing Rules, the Company is required to obtain independent Shareholders' approval in respect of the Acquisition under the Listing Rules and that Mr Chan and his associates shall abstain from voting at such meeting.

As announced by the Company on 18 March 2002, Mr Chan became the single largest shareholder of the Company on 14 March 2002, and was beneficially interested in approximately 23.62% of the issued share capital of the Company. Mr Chan and his associates have not injected any assets into the Company to date.

The Acquisition also constitutes a discloseable transaction for the Company. The Company will send a circular together with the notice of the SGM to the Shareholders as soon as practicable containing further details of the Acquisition.

The Company will apply to the Listing Committee of the Stock Exchange for the listing of, and permission to deal in, the Conversion Shares which may fall to be issued pursuant to the exercise of conversion rights attached to the Convertible Notes.

RESUMPTION OF TRADING

At the request of the Company, trading in the securities of the Company on the Stock Exchange has been suspended from 9:30 a.m. on 22 July 2002 pending release of this announcement. Application has been made by the Company to the Stock Exchange for resumption of trading in the securities of the Company on the Stock Exchange with effect from 9:30 a.m. on 25 July 2002.

DEFINITIONS

"associate"
as defined in the Listing Rules




"Acquisition"
the acquisition of the Sale Shares by Future Link under the Sale and Purchase Agreement




"Company"
REXCAPITAL International Holdings Limited, a company incorporated in Bermuda with limited liability




"Convertible Notes"
a series of eighty 2-year convertible loan notes at a fixed interest rate of 2% per annum of HK$1 million each in an aggregate amount of HK$80 million to be issued by the Company to the Vendor or its nominee under the Sale and Purchase Agreement




"Conversion Shares"
the new Shares which may fall to be issued upon exercise of the conversion rights attaching to the Convertible Notes




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




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




"Executive"
the Executive Director of the Corporate Finance Division of the SFC




"Future Link"
Future Link Capital Limited, a company incorporated in the British Virgin Islands and a wholly-owned subsidiary of the Company




"Fixed Conversion Price"
the price of HK$0.018 per Conversion Share, subject to adjustment under the terms and conditions of the Convertible Note




"Floating Conversion Price"
92% of the arithmetic average of any four closing prices per Share during the twenty consecutive trading days immediately prior to the Exercise Date




"Group"
the Company and its subsidiaries




"Hong Kong"
the Hong Kong Special Administrative Region of the PRC




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




"Mr Chan"
Mr Chan How Chung, Victor, a Director and a substantial shareholder of the Company beneficially interested in approximately 29.50% of the issued share capital of the Company




"PRC"
People's Republic of China




"Rexcapital Hong Kong"
Rexcapital (Hong Kong) Limited, a limited company incorporated in Hong Kong




"Sale and Purchase Agreement"
the agreement dated 22 July 2002 entered into between Future Link and the Vendor relating to the sale and purchase of the Sale Shares




"Sale Shares"
10,000,0000 shares of HK$1.00 each in the capital of Rexcapital Hong Kong




"SFC"
Securities and Futures Commission of Hong Kong




"SGM"
a special general meeting to be convened by the Company to approve, among others, the Sale and Purchase Agreement and the issue of the Convertible Notes




"Share(s)"
ordinary shares(s) of HK$0.01 each in the capital of the Company




"Shareholder(s)"
shareholder(s) of the Company




"substantial shareholder"
as defined in the Listing Rules




"Stock Exchange"
The Stock Exchange of Hong Kong Limited




"Takeovers Code"
the Hong Kong Code on Takeovers and Mergers




"Vendor"
Rexcapital Partners Incorporated, a limited company incorporated in the Cayman Islands and an associate of Mr Chan

By order of the board

REXCAPITAL International Holdings Limited

Chan Wai Kwong, Peter

Director

Hong Kong, 24 July, 2002

The directors of the Company jointly and severally accept full responsibility for the accuracy of the information contained in this announcement and confirm, having made all reasonable enquiries, that to the best of their knowledge, their 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 of their statements in this announcement misleading.
Please also refer to the published version of this announcement in The Standard dated 25 July 2002.
REXCAPITAL INTERNATIONAL HOLDINGS LIMITED

25 July 2002
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