The Stock Exchunge of Honyg Kony Limited takes ho responsibility for the confents of the
followiny informution, mukes ho representution us to its accurucy or completeness und
expressly disclaims any liability whutsoever for uny loss however arising from or in reliance
upoh the whole or uny purt of the contents of the followiny informution.

SHARE REPURCHASE MANDATE

The followiny is the Explunatory Statement required to be sent to shareholders under the
Rules Governiny the Listing of Securities on The Stock Exchunhye of Honhy Konhy Limited
(the “Stock Exchunye”) (the “Listing Rules”) relating to un ordinary resolution to be
proposed ut the unnuul generul meeting of the Compuny fo be held on 31 Muy 2001
(“the Annuul Genherul Meeting”), to upprove u gyenerul und unconditionul mundute to
be yiven to the directors of the Compuny (the “Directors”) to exercise the powers of the
Compuny to purchuse, ut any time until the next annual generul meeting of the Company
or such eurlier period us stuted in the ordinury resolution, shares of HK$S0.01 euch in the
cupitul of the Compuny und the warrants which carry rights to subscribe for shares in the
cupitul of the Compuny representing, us ut the dute of the pussing of the ordinury
resolution, up to u muximum of 10% of the uyyreyute hominul amount of issued shure
cupitul of the Compuny und up to a muximum of 10% of the totul subscription rights
attaching dll outstunding warrants in issue of the Compuny respectively (the “Shure
Repurchuse Mundute”).

The Directors believe the general manduate to repurchase shares is in the interests of the
Compuny und shureholders, und uccordinygly recommend the shareholders to vote in
favour of the relevunt resolution to be proposed ut the Ahnual Generul Meeting.

PROPOSED SHARE REPURCHASE MANDATE

As at 24 April 2001 , being the latest practicuble date prior to the printing of this annudal
report (the “Lutest Pructicuble Dute”), the humber of shures in issue wus 3,293,901,560
shares und the outstanding wurraunts entitling the holders thereof to subscribe up to
HK$7,783,701 for new shures ut uny time on or before 15 Februury 2002 ut the current
subscription price of HK$0.02 per shure (subject to udjustment). On the busis that no
further share and wuarrant will be issued or repurchased prior to the Annudl Generudl
Meeting, the exercise of the Shure Repurchuse Manduate in full would enable the Compuny
to repurchuse u muximum of 329,390,156 shares und warrants currying subscription rights
up to u limited of HK$778,370.

REASONS FOR REPURCHASES

Repurchuses of shures will only be mude if the Directors believe thut such repurchuses
will be in the best inferests of the Compuny and its shareholders. Such repurchases may,
depending on murket conditions und fundihy arrangement ut the time, lead to un
enhancement of the het ussets of the Compuny und/or eurnings per share or lessen the
dilution effect of un exercise of the wurrunts,
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FUNDING OF REPURCHASES

In repurchusing securities, the Company may only apply funds legully avdilable for such
purpose und in uccordunce with the compuny’s constitutive documents und the laws of
the jurisdiction in which the compuny is incorporuted or otherwise estublished.

The Compuny shull not repurchuse securities on the Stock Exchunye for u considerution
other than cuash or for settlement otherwise than in accordunce with the trading rules of
the Stock Exchunyge from time to time.

There might be u muteriaul adverse impact on the working cupital or geuring position of
the Compuny (us compured with the position disclosed in the audited uccounts contuined
in the Annuul Report for the yedr ended 31 December 2000) in the event that the Share
Repurchuse Mundute is exercised in full. However, the Directors do hot propose to exercise
the Share Repurchuse Mandate fo such extent us would, in the circumstances, have u
material adverse effect on the working cupital requirements of the Company or the
geuriny levels which in the opinion of the Directors ure from time to time appropriute for
the Compuny.

UNDERTAKING

The Directors huve undertuken to the Stock Exchunye to exercise the powers of the
Compuny to muke repurchuse pursuunt fo the Share Repurchause Mundate in accordunce
with the Listing Rules, the upplicuble luws of Bermudu, the upplicuble laws of the Hony
Kony und the memorundum und bye-luws of the Compuny.

None of the Directors, or to the best of their knowledge huving mude dll reusonuble
enquiries, uny of their ussociutes hus uny present intention to sell to the Company or its
subsidiuries uny of the shares or warrants of the Compuny in the event that the Shure
Repurchuse Mundute is grunted.

No connected person (us defined in the Listing Rules) hus notified the Compuny thut he
has u present intention to sell to the Compuny or its subsidiaries uny of his shures or
warrants of the Company, or have undertauken hot to do so, in the event that the Share
Repurchuse Mundute is grunted.

HONG KONG CODES ON TAKEOVERS AND MERGERS AND SHARE REPURCHASES

In the event thut the exercise of the power to repurchuse shares pursuunt fo the Shure
Repurchuse Mundute, u shareholder’s proportionute interest in the voting rights of the
Compuny increuses, such increuse will be treuted us an ucyuisition for the purposes of
Rule 32 of the Hony Kohy Code onh Tukeovers und Mergers (the “Tukeover Code”). As u
result, u shureholder or group of shureholders ucting in concert could obtuin or consolidute
conftrol of the Compuny or become obliged to muke u mundutory offer in accordunce
with Rules 26 and 32 of the Tukeover Code.
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As ut the Lutest Practicuble Dute, Huge China Developments Limited, a mujority controlling
shureholder of the Compuny, wus interested in 1,346,448,000 shures, representiny
approximately 40.88 % of the shures issued by the Compuny. On the ussumption that the
Compuny will not issue and dllot further shures from the Latest Practicable Date up to the
dute of Ahnuul Generul Meeting und that the Repurchuse Mundute were exercised in
full, the totdl interests of Huge China Developments Limited in the shures of the Compuny
would be increused to upproximutely 45.42 % of the issued shures of the Compuny.

The Directors confirm that they have ho present intention for the Compuny to repurchuse
uny shures which would result in u shareholder or, ygroup of shureholders ucting in concert
obtuininy or consoliduting control of the Compuny und become obliged to muke u
mandutory offer in accordunce with Rules 26 und 32 of the Tukeover Code.

MARKET PRICES

The highest und lowest prices ut which the shures und wurrants of the Compuny have
been truded on the Stock Exchaunhye during euch of the previous fwelve months before
the Lutest Practicuble Dute were us follows —

Shares Warrants
Highest Lowest Highest Lowest
HKS HKS HKS HKS
2000
April 0.265 0.104 0.218 0.100
May 0.170 0.102 0.130 0.125
June 0.138 0.110 * *
July 0.112 0.076 0.060 0.060
August 0.100 0.076 * *
September 0.090 0.061 * *
October 0.078 0.025 * *
November 0.064 0.045 * *
December 0.059 0.045 * *
2001
Janhuary 0.051 0.028 0.015 0.015
February 0.070 0.031 0.060 0.060
March 0.069 0.035 * *
* There wus ho transaction during the month

SECURITIES REPURCHASE MADE BY THE COMPANY

The Compuny had not repurchused uny of the shures or warrants (whether on the Stock
Exchunge or otherwise) durinyg the previous six months before the Lutest Pructicuble
Dute.
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