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Joint Announcement
PROPOSED SUBSCRIPTION OF NEW SHARES BY THE SUBSCRIBER

AND

APPLICATION FOR THE GRANTING OF THE WHITEWASH WAIVER

On 11 December 2002, the Company entered into a conditional Subscription Agreement with the Subscriber in relation to the subscription by the Subscriber of 176,500,000 new Subscription Shares at an issue price of HK$0.31 per Subscription Share. The issue price of HK$0.31 per Subscription Share represents a discount of approximately 31.1% to the closing price of HK$0.45 per Share as quoted on the Stock Exchange on 11 December 2002, being the last trading day in the Shares on the Stock Exchange prior to the publication of this announcement.

The Consideration amounting to HK$54,715,000 has been paid in full by the Subscriber on 12 December 2002 to the Company’s solicitors, to hold as stakeholders for and on behalf of the Company and the Subscriber pending Completion.

Under the Subscription Agreement, upon Completion, the Subscriber and its Concert Parties will be interested in 176,500,000 Shares, representing approximately 150% of the existing issued share capital of the Company and approximately 60% of the issued share capital of the Company as enlarged by the allotment and issue of the Subscription Shares to the Subscriber.

Under Rule 26 of the Takeovers Code, upon Completion, the Subscriber and its Concert Parties will normally be required to make an unconditional mandatory general offer for all the issued securities of the Company not already owned or agreed to be acquired by the Subscriber or its Concert Parties. Neither the Subscriber nor its Concert Parties currently hold any securities in the Company, and they have not acquired any voting rights in the Company during the six months prior to the date of the Subscription Agreement. An application will be made by the Subscriber and its Concert Parties to the Executive for the Whitewash Waiver, which, if granted, would normally be subject to the approval of the Independent Shareholders on a vote taken by way of a poll. The Executive may or may not grant the Whitewash Waiver.

Completion of the Subscription is conditional upon, among other things, the granting of the Whitewash Waiver by the Executive. Therefore, if the Whitewash Waiver is not obtained, the Subscription Agreement will lapse and the Subscriber will not be bound to proceed with the Subscription.

Trading in the Shares on the Stock Exchange was suspended with effect from 9:30 a.m. on 12 December 2002 at the request of the Company pending the issue and publication of this announcement. An application has been made to the Stock Exchange for the resumption of trading in the Shares with effect from 9:30 a.m. on 17 December 2002.

Shareholders should be aware that the Subscription Agreement is conditional upon a number of conditions as set out under the section headed “Conditions of the Subscription Agreement” of this announcement and the Subscription may or may not proceed. Shareholders and potential investors are advised to exercise caution when dealing in the Shares.

THE SUBSCRIPTION AGREEMENT

Date

11 December 2002

Parties

The Company

The Subscriber

The Subscriber is independent of and is not a party acting in concert with the Directors, chief executive and substantial shareholders of the Company, any of the Company’s subsidiaries or their respective Associates.

Shares to be issued

Under the Subscription Agreement, the Company is to allot and issue 176,500,000 Shares to the Subscriber or its nominees, representing approximately 150% of the Company’s existing issued share capital and approximately 60% of the Company’s issued share capital as enlarged by the allotment and issue of the Subscription Shares to the Subscriber.

The Subscription Shares, when issued, will rank pari passu in all respects with the Shares in issue on the date of Completion, including the right to receive all future dividends and distributions which may be declared, made or paid by the Company on or after the date of Completion.

The Subscription Price of HK$0.31 per Subscription Share was determined after arm’s length negotiations between the Company and the Subscriber, and with reference to the factors including the unaudited net asset value of the Group of HK$76.24 million as at 30 September 2002, the financial position of the Group and the preliminary valuation of the Group provided by an independent firm of valuers.

The Subscription Price represents:

*
a discount of approximately 31.1% to the closing price of HK$0.45 per Share as quoted on the Stock Exchange on 11 December 2002, being the last trading day in the Shares on the Stock Exchange prior to the publication of this announcement;

*
a discount of approximately 31.1% to the average closing price of HK$0.45 per Share as quoted on the Stock Exchange over the last ten trading days leading up to and including 11 December 2002;

*
a discount of approximately 31.1% to the average closing price of HK$0.45 per Share as quoted on the Stock Exchange over the last thirty trading days leading up to and including 11 December 2002; and

*
a discount of approximately 52.3% to the net asset value per Share of approximately HK$0.65 based on the unaudited net asset value of the Group of HK$76.24 million as at 30 September 2002 and 117,659,267 Shares in issue as at the date of this announcement.

Conditions of the Subscription Agreement

Completion is conditional upon the following conditions having been fulfilled:

(a)
the obtaining of the approval of the Independent Shareholders by way of poll in general meeting for the granting of the Whitewash Waiver and the allotment and issue of the Subscription Shares to the Subscriber in accordance with the terms and subject to the conditions of the Subscription Agreement;

(b)
the obtaining of the approval of the eligible Shareholders in general meeting entitled to vote for the increase in the authorised share capital of the Company to HK$50,000,000 by the creation of 300,000,000 Shares to allow for the issue of the Subscription Shares to the Subscriber;

(c)
the Listing Committee of the Stock Exchange having granted listing of and permission to deal in the Subscription Shares;

(d)
the current listing of the Shares not having been withdrawn and the Shares continuing to be traded on the Stock Exchange (save for any temporary suspension pending any announcement in connection with the execution of the Subscription Agreement or the transactions contemplated under the Subscription Agreement);

(e)
the representations, warranties and undertakings contained in the Subscription Agreement remaining true and accurate and not misleading in any material respect at Completion;

(f)
there is no breach of the pre-completion obligations as set out in the Subscription Agreement in any material respect; and

(g)
the granting by the Executive of the Whitewash Waiver in relation to the obligation of the Subscriber and/or its Concert Parties to make a mandatory offer for all Shares already in issue and not already owned by the Subscriber or its Concert Parties as a result of the allotment and issue by the Company of the Subscription Shares to the Subscriber pursuant to the Subscription Agreement.

Under the Subscription Agreement, the conditions mentioned above (except for conditions (e) and (f)), cannot be waived by any of the parties.

The Company has no present intention to issue any part of the authorised share capital other than the Subscription Shares to be issued pursuant to the Subscription Agreement.

Shareholders should be aware of and take note that the Subscription Agreement is conditional upon satisfaction of all of the conditions set out above, and the Subscription may or may not proceed. Shareholders and potential investors are advised to exercise caution when dealing in the Shares.

Payment and Completion

The Consideration amounting to HK$54,715,000 has been paid in full by the Subscriber on 12 December 2002 to the Company’s solicitors, to hold as stakeholders for and on behalf of the Company and the Subscriber pending Completion.

Completion will take place on the first business day after all the conditions set out in the Subscription Agreement have been fulfilled or waived (only in respect of items (e) and (f) under the section “Conditions of the Subscription Agreement”), which is currently expected to be on or about 28 February 2003. In the event that the conditions of the Subscription Agreement are not fulfilled or waived before 28 February 2003 and the parties thereto do not agree on any extension, the Subscription Agreement will lapse and have no further effect and the parties shall be released from all obligations under it, save for any antecedent claims arising under the Subscription Agreement.

Use of proceeds

The net proceeds derived from the Subscription, after expenses, are estimated to be approximately HK$49 million. The Directors intend to apply such net proceeds principally as to HK$42.5 million to repay existing indebtedness, and as to approximately HK$6.5 million as general working capital of the Group.

Warranty deed

On 11 December 2002, Eric Edward Hotung, C.B.E., a substantial shareholder and the chairman of the Company, executed a warranty deed in favour of the Subscriber, in respect of warranties on certain aspects of the Company.

CHANGE IN THE SHAREHOLDING STRUCTURE OF THE COMPANY

The following table illustrates the Company’s existing shareholding structure and the shareholding structure upon the issue of the Subscription Shares on Completion:
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Eric Edward Hotung, C.B.E.
29,952,608

25.46

29,952,608

10.18

Hotung Investment (China) Limited (Note)
16,171,000

13.74

16,171,000

5.50

Genesee Company Limited (Note)
15,161,000

12.89

15,161,000

5.16

Subscriber
-

-

176,500,000

60.00

Public
56,374,659

47.91

56,374,659

19.16










Total
117,659,267

100.00

294,159,267

100.00










Note:
Hotung Investment (China) Limited and Genesee Company Limited are considered as Concert Parties of Eric Edward Hotung, C.B.E. and are not considered as public shareholders since the acquisition of Shares by each of these companies were financed by Eric Edward Hotung, C.B.E..

Eric Edward Hotung, C.B.E. has no intention to dispose of any Shares in the Company upon Completion.

INFORMATION ON THE GROUP

The Group is principally engaged in property and securities investments.

For the year ended 31 March 2002, net loss attributable to Shareholders was approximately HK$45.1 million. For the 15 months ended 31 March 2001, the loss attributable to the Shareholders was approximately HK$198.4 million.

As at 31 March 2002, the audited consolidated net asset value of the Group was approximately HK$71.1 million.

As at 30 September 2002, the unaudited total liabilities of the Group amounted to approximately HK$124.8 million and the unaudited net asset value of the Group amounted to approximately HK$76.24 million.

INFORMATION ON THE SUBSCRIBER

Gold Capital is an investment holding company incorporated in the British Virgin Islands with limited liability on 12 November 2002. Gold Capital is beneficially owned as to 51.67% by Mr. Kao Chu Chee, Emmanuel, as to 25% by Magic Touch Group Limited, a company whose entire issued share capital is held by the trustee of a discretionary trust established for the benefit of Mr. Lee Pui Tak, Peter and Mr. Techee Cheung, as to 7.5% by Mr. Ma Ching Chung, Robert, as to 7.5% by Mrs. Kwok Tang Lai Hung, Bettie, as to 5% by SMATV Technology Limited, the ultimate beneficial shareholders of which are Mr. Wong Hung Kee, Stephen and Ms. Lily Wong, and as to 3.33% by Mr. Victor Yang through Kanwin Corporation.

Mr. Kao Chu Chee, Emmanuel, is a practicing solicitor in Hong Kong and a partner in the Hong Kong law firm of Kao, Lee & Yip. Mr. Lee Pui Tak, Peter, is a private investor who has extensive experience in securities investment. Mr. Techee Cheung has extensive experience in the sales and marketing of asset management products. Mr. Ma Ching Chung, Robert is a private investor who has extensive experiences in securities and property investment. Mrs. Kwok Tang Lai Hung, Bettie, is a private investor. Mr. Victor Yang is a practicing solicitor in Hong Kong and a partner in the Hong Kong law firm of Boughton Peterson Yang Anderson.

It is not intended that any of the beneficial owners of Gold Capital will be appointed to the board of the Directors.

FUTURE INTENTIONS OF THE SUBSCRIBER

Business

Gold Capital intends that the Group will continue the existing businesses of property and securities investments. The directors of Gold Capital will conduct a review of the financial position and operations of the Group with a view to strengthening the operations and future development of the Group. It is the business strategy of the Subscriber to make investments with earnings potentials. Gold Capital intends to proceed with investments through the Group which complement the business of the Group. Gold Capital has no intention or any specific plans to inject any assets into the Group or dispose of any of the Group’s assets, other than in the Group’s ordinary course of business.

Management

It is expected that all the existing Directors will resign upon Completion. Mr. Ma Kwai Leung, Joseph and Mr. Low Kim Teik will be nominated by Gold Capital to join the board of Directors of the Company as executive Directors, while Mr. Lok Shing Kwan, Sunny and Mr. Tang Ping Sum as independent non-executive Directors.

Particulars of the proposed new Directors are set out below:

Executive Directors:

Mr. Ma Kwai Leung, Joseph, aged 50, is currently a director of Chiu Kee Company Limited, a company engaged in property investment. He has about 8 years of experience in property investment. Prior to engaging in the property investment business, Mr. Ma had over 10 years of experience in a family business in the textile industry where he gained experience in finance and general management.

Mr. Low Kim Teik, aged 63, was educated in Malaysia. He has over 10 years of experience in trading business including the supply of chemicals, textile and raw materials. From 1999 to 2001, Mr. Low was the managing director of Shanghai Underground Centre Company Limited, which was principally engaged in property investment. He is currently the managing director of Foo Yuen Estate Limited, which is principally engaged in property investment.

Independent non-executive Directors:

Mr. Lok Shing Kwan, Sunny, aged 36, has over 10 years of experience in finance, accounting, corporate and taxation affairs. He is an associate member of the Hong Kong Society of Accountants and a member of CPA Australia. Mr. Lok is a director of VSL Consultants Limited and an independent non-executive director of China Investment Fund Company Limited and LeRoi Holdings Limited, both of which are listed on the Stock Exchange.

Mr. Tang Ping Sum, aged 45, is the deputy chairman and general manager of Hantec Investment Holdings Limited, a company listed on the Stock Exchange. Mr. Tang obtained a Master of Applied Finance Degree from Macquarie University, Australia. He has obtained experience in the financial services industry, in particular corporate finance, and the operational, financial, internal control, and risk management aspects of the business. Mr. Tang is a member of the CPA Australia, a fellow member of the Hong Kong Society of Accountants, a member of Hong Kong Securities Institute, the advisory board member of Society of Registered Financial Planners, a member of the Institute of Securities Dealers and the Hong Kong Institute of Directors. He is an investment adviser and a dealer registered under the Securities Ordinance.

Save as disclosed above, the Group has no intention for the appointment of any additional Directors. The Directors believe that the proposed new Directors have sufficient relevant experience to manage the business of the Group. The Group will conduct a review to assess the existing senior management and other employees of the Group and has yet to make a decision on the retention or replacement of such employees.

REASONS FOR THE SUBSCRIPTION

The core businesses of the Group are property and securities investments. Given the current property and securities market outlook, and the near term uncertainty in the present global economic environment (inclusive of Hong Kong economic environment), the Directors are of the view that it would be in the Company’s interest as a whole to make investments with earnings potentials and which will complement the business of the Group.

The Directors consider that the Subscription provides an opportunity for the Group to strengthen its financial position. Compared with debt financing, the Directors believe that raising capital through the Subscription would be a better and more flexible way to enhance the Group’s existing property and securities investment businesses.

At the same time, the Directors are of the view that the Subscription would provide capital to repay part of the Group’s indebtedness and provide additional working capital for the Group’s existing businesses.

Given the consistently low trading volume of the Shares for the past year, the Directors consider that the terms of the Subscription, in particular the Subscription Price, are fair and reasonable so far as the Shareholders as a whole are concerned.

INCREASE IN AUTHORISED SHARE CAPITAL

The authorised share capital of the Company consists of 200,000,000 Shares, of which 117,659,267 Shares were in issue as at the date of this announcement. The Directors proposed to increase the authorised share capital of the Company from HK$20,000,000 to HK$50,000,000 by the creation of an additional 300,000,000 Shares. The proposed increase in authorised share capital of the Company is subject to approval by the Shareholders at an extraordinary general meeting.

GENERAL MANDATE TO ISSUE AND REPURCHASE SECURITIES

The Company also proposes general mandates to issue and repurchase securities to be granted to the Directors at the extraordinary general meeting to be held.

TAKEOVERS CODE IMPLICATIONS FOR THE SUBSCRIBER

Upon the issue of the Subscription Shares to the Subscriber on Completion, the Subscriber will own approximately 60% of the then enlarged issued share capital of the Company. For the proposed changes in the Company’s shareholding structure, please refer to the section headed “Change in the shareholding structure of the Company” above.

Under Rule 26 of the Takeovers Code, upon Completion, the Subscriber and its Concert Parties will be obliged to make an unconditional mandatory general offer to acquire all the securities of the Company, other than those already owned or acquired by the Subscriber or its Concert Parties.

Neither the Subscriber nor its Concert Parties currently hold any securities in the Company, nor have they acquired any voting rights in the Company during the six months prior to the date of the Subscription Agreement. An application will be made to the Executive for the Whitewash Waiver, which, if granted, would be subject to approval of the Independent Shareholders on a vote taken by way of a poll. The Executive may or may not grant the Whitewash Waiver. Completion is conditional upon, among other things, the granting of the Whitewash Waiver by the Executive. Therefore, if the Whitewash Waiver is not obtained, the Subscription Agreement will lapse, and the Subscriber will not be bound to proceed with the Subscription.

GENERAL

An independent board committee of the Company will be set up to advise the Independent Shareholders in relation to the Subscription Agreement and the Whitewash Waiver. An independent financial adviser will be appointed to advise the independent board committee of the Company. Further announcement will be made in relation to the appointment of the independent financial adviser.

A composite document containing further details of the Subscription Agreement, the Whitewash Waiver, the recommendation of the independent board committee, the letter of advice from the independent financial adviser, and particulars of the timetable will be sent to the Shareholders as soon as practicable, together with a notice of the extraordinary general meeting to be convened as mentioned above.

MAINTAINING THE LISTING OF THE COMPANY

It is the intention of the future Directors of the Company to maintain the listing of the Shares on the Stock Exchange after Completion. Accordingly, the future Directors, the Subscriber and the Company will jointly and severally undertake to the Stock Exchange to ensure that the public float will not be less than 25% immediately after Completion. Further announcement will be made in relation to any action taken in respect of the public float to ensure compliance with the Listing Rules.

The Stock Exchange has stated that it will closely monitor trading in the Shares if less than 25 per cent. of the Shares are held by the public. If the Stock Exchange believes that: (i) a false market exists or may exist in the Shares; or (ii) there are too few Shares in public hands to maintain an orderly market, it will consider exercising its discretion to suspend trading in the Shares. The Stock Exchange will also closely monitor all future acquisitions or disposals of assets by the Company. The Stock Exchange has the discretion to require the Company to issue an announcement and a circular to its Shareholders irrespective of the size of the proposed transaction, particularly when such proposed transaction represents a departure from the principal activities of the Company. The Stock Exchange also has the power to aggregate a series of transactions and any such transaction may result in the Company being treated as if it were a new listing applicant.

SUSPENSION AND RESUMPTION OF TRADING IN THE SHARES

Trading in the Shares was suspended with effect from 9:30 a.m. on 12 December 2002 at the request of the Company pending the issue and publication of this announcement. An application has been made to the Stock Exchange for the resumption of trading in the Shares with effect from 9:30 a.m. on 17 December 2002.

DEFINITIONS

“Associates”
has the same meaning ascribed to it under the Listing Rules

“Company”
Cosmopolitan International Holdings Limited, a company incorporated in the Cayman Islands with limited liability, the shares of which are listed on the Stock Exchange

“Completion”
completion of the Subscription pursuant to the Subscription Agreement

“Concert Parties”
has the same meaning as ascribed to the term “parties acting in concert” under the Takeovers Code 

“Consideration”
means the total consideration payable by the Subscriber to the Company for the Subscription

“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

“Group”
the Company and all its subsidiaries

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

“Independent Shareholders”
the Shareholders, other than Eric Edward Hotung, C.B.E., the Subscriber and their Concert Parties

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

“SFC”
the Securities and Futures Commission

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

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

“Stock Exchange”
The Stock Exchange of Hong Kong Limited

“Subscriber” or “Gold Capital”
Gold Capital Investments Limited, an investment holding company incorporated in the British Virgin Islands

“Subscription”
the subscription of the Subscription Shares by the Subscriber upon and subject to the terms and conditions of the Subscription Agreement

“Subscription Agreement”
the subscription agreement dated 11 December 2002, entered into between the Company and the Subscriber in relation to the Subscription

 “Subscription Price”
HK$0.31, being the subscription price of each of the Subscription Shares

“Subscription Shares”
176,500,000 new Shares to be issued by the Company to the Subscriber pursuant to the Subscription Agreement

“Takeovers Code”
the Hong Kong Code on Takeovers and Mergers

“Whitewash Waiver”
a waiver from a general offer obligation under the Takeovers Code pursuant to Note 1 of the Notes on dispensations from Rule 26 of the Takeovers Code

“HK$”
Hong Kong dollar(s), the lawful currency of Hong Kong

“%”
per cent


By the order of the board
By the order of the board


Cosmopolitan International Holdings Limited
Gold Capital Investments Limited


Chui Man Lung Everett
Kao Chu Chee, Emmanuel


Director
Director

Hong Kong, 16 December 2002

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

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

Please also refer to the published version of this announcement in The Standard dated 17 December 2002.

Cosmopolitan International Holdings Limited

17 December 2002
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