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

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.
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DISCLOSEABLE AND CONNECTED TRANSACTION -- SUBSCRIPTION OF NEW HMI SHARES

SUBSCRIPTION OF NEW SHARES

PLACING OF CONVERTIBLE NOTES

PLACING OF NEW SHARES UNDER THE GENERAL MANDATE

AND

GENERAL MANDATES TO ISSUE AND TO REPURCHASE SHARES

SUBSCRIPTION OF THE HMI SHARES

On 15th May 2001, the Company has entered into Subscription Agreement No. 1 with HMI to subscribe for a total of 25,000,000 new HMI Shares at HK$3 per HMI Share.

Upon completion of the Subscription Agreement No. 1, the Company will through CUSSL hold approximately 97.92% of HMI's issued share capital as enlarged by the subscription. HMI is the indirect non-wholly owned subsidiary of the Company. Therefore the subscription of the HMI Shares pursuant to the Subscription Agreement No. 1 constitutes a connected transaction for the Company under Chapter 14 of the Listing Rules. As the consideration for the subscription of HMI Shares exceeds 15% of the consolidated net tangible assets of the Company, the subscription of the HMI Shares constitutes a discloseable transaction under Chapter 14 of the Listing Rules.

SUBSCRIPTION OF NEW SHARES

On 15th May, 2001, the Company entered into the Subscription Agreements No. 3-6 with four investors (being independent third parties) in relation to the subscription of the Investor Subscription Shares at HK$0.01 each.

The Investor Subscription Shares represent approximately 43.92% of the existing issued share capital of the Company and approximately 30.52% of the Company's issued share capital as enlarged by the issue of the Investor Subscription Shares. The net proceeds of approximately HK$63,000,000 will be used by the Group for the subscription of the HMI Shares.

PLACING OF CONVERTIBLE NOTES

On 15th May 2001, the Company entered into Placing Agreement No. 1 with the Placing Agent and the Financial Advisor in relation to a private placing, on a best effort basis, by the Placing Agent of the Convertible Notes.

Upon the full conversion of the Convertible Notes, the Shares to be issued at the respective conversion price of HK$0.01, HK$0.012 and HK$0.014 will represent approximately 51.08%, 42.57% and 36.49% respectively of the existing issued share capital of the Company and approximately 33.81%, 29.86% and 26.73% respectively of the issued share capital of the Company as enlarged by the new Shares to be issued upon conversion of the Convertible Notes.

The net proceeds from the placing of the Convertible Notes is approximately HK$73,000,000 and will be utilized (i) as to approximately HK$12,000,000, for subscription of the HMI Shares; (ii) as to HK$45,000,000, for debt repayment; and (iii) as to the balance of HK$16,000,000, as general working capital for the usual and ordinary business of the Group.

PLACING OF NEW SHARES UNDER THE GENREAL MANDATE

The Company has conditionally agreed to place, through the Placing Agent, on a best effort basis, the Placing Shares to investors (being independent third parties) at a price of HK$0.01 per Placing Share. The Placing Shares will be issued under the General Mandate.

The Placing Shares represent approximately 20% of the existing issued share capital of the Company of 14,800,394,622 Shares and approximately 16.67% of the Company's issued share capital as enlarged by this placing. The net proceeds from this placing is approximately HK$28,000,000 and will be used as the general working capital of the Group.

The Placing Agent and the Financial Advisor are the wholly owned subsidiaries of HMI, which in turn is a subsidiary of the Company. Therefore, the Placing Agent and the Financial Advisor are connected persons of the Company under the Listing Rules. The Placing Agreement No.1, Placing Agreement No. 2 and Subscription Agreement No. 3-6 constitute connected transactions between the Placing Agent, Financial Advisor and the Company under Chapter 14 of the Listing Rules.

GENERAL MANDATES TO ISSUE AND TO REPURCHASE SHARES

The Board would also like to propose resolutions at the Special General Meeting to grant general mandates to the Board to exercise the powers of the Company to allot and issue Shares and to repurchase Shares.

A circular containing details on the above transaction (save and except for Placing Agreement No. 2) together with a notice convening the Special General Meeting together with the opinion of the independent financial advisor on Subscription Agreement No. 1 will be despatched to shareholders of the Company as soon as practicable.

At the request of the Company, dealings in the Shares on the Stock Exchange were suspended with effect from 10:00 a.m. on 16th May, 2001. Application has been made by the Company for the resumption of trading in the Shares with effect from 10:00 a.m. on 17th May, 2001.

SUBSCRIPTION OF THE HMI SHARES

Number of HMI Shares subscribed for

The Company will subscribe or procure the subscription by CUSSL of 25,000,000 new HMI Shares. CUSSL currently holds 22,133,334 shares, which represents approximately 95.68% of HMI's existing issued share capital. Upon completion of Subscription Agreement No. 1, CUSSL will hold approximately 97.92% of HMI's issued share capital as enlarged by the subscription of the HMI Shares. Upon completion of Subscription Agreement No. 2, the Company through CUSSL will hold approximately 81.08% of the issued share capital as enlarged by the Subscription Agreement No. 1 and Subscription Agreement No. 2, while the remaining approximately 18.92% of the issued share capital of HMI will be held by independent third parties.

Subscription price

HK$3 per HMI Share. The subscription price was agreed after arm's length negotiations between the Company and HMI. The directors of the Company consider that the price is fair and reasonable and is in the interests of the Company and its shareholders as a whole.

Consideration

The total consideration for the subscription of HMI Shares will be approximately HK$75,000,000, and will be financed by the subscription of new Share of approximately HK$63,000,000 and the remaining from the placing of the Convertible Notes.

Rights

The HMI Shares will on issue rank equally in all respects with the then existing shares of HMI.

Condition of the subscription

Completion is conditional upon the shareholders of the Company approving the Subscription Agreement No. 1 and the issue of the HMI Shares to the Company or as it may direct. Subscription Agreement No. 1 will lapse if the condition is not satisfied by 30th June, 2001 unless the parties agree otherwise.

Completion

Five business days after satisfaction of the conditions under the paragraph headed “Condition of the subscription” above.

DISCLOSEABLE AND CONNECTED TRANSACTIONS

As at the date of this announcement, the Company through CUSSL holds approximately 95.68% of HMI's existing issued share capital. Upon completion of the Subscription Agreement No. 1, the Company through CUSSL will approximately hold 97.92% of HMI's issued share capital as enlarged by the subscription. Upon completion of the Subscription Agreement No. 2, the Company through CUSSL will approximately hold 81.08% of the issued share capital as enlarged by the Subscription Agreement No. 1 and Subscription Agreement No. 2. HMI is the indirect non-wholly owned subsidiary of the Company. Therefore the subscription of the HMI Shares pursuant to the Subscription Agreement No. 1 constitutes a connected transaction for the Company under Chapter 14 of the Listing Rules. As the consideration for the subscription of HMI Shares exceeds 15% of the consolidated net tangible assets of the Company, the subscription of HMI Shares constitutes a discloseable transaction under Chapter 14 of the Listing Rules. Directors of the Company are of the opinion that the subscription price is fair and reasonable and consider that it is an appropriate time to increase the shareholding in HMI so as to consolidate the control of HMI after the completion of Subscription Agreement No. 1 and Subscription Agreement No. 2.

HMI is principally engaged in stockbrokerage, margin financing, corporate finance advisory services and proprietary trading activities. HMI will use the proceeds to finance its business expansion on provision of internet brokerage, corporate finance advisory services and proprietary trading. The audited net profit after tax of HMI was approximately HK$46.7 million for the year ended 31st March, 2000 and the audited net loss after tax of HMI was approximately HK$90.1 million for the year ended 31st March, 1999. The audited net asset value of HMI was approximately HK$111.3 million and HK$60.2 million respectively for the year ended 31st March, 2000 and 31st March, 1999.

The Company will appoint an independent financial advisor to express an opinion on Subscription Agreement No. 1 in the circular which will be despatched to shareholders of the Company as soon as practicable. The Subscription Agreement No. 1 will be subject to the approval of the shareholders of the Company at the Special General Meeting and no shareholder will abstain from voting on the resolution(s) related to the Subscription Agreement No. 1 put forward at the Special General Meeting.

The Placing Agent and the Financial Advisor are the wholly owned subsidiaries of HMI, which in turn is a subsidiary of the Company. Therefore, the Placing Agent and the Financial Advisor are connected persons of the Company under the Listing Rules. The Placing Agreement No.1, Placing Agreement No. 2 and Subscription Agreement No. 3-6 constitute connected transactions between the Placing Agent, Financial Advisor and the Company under Chapter 14 of the Listing Rules. The Placing Agent and the Financial Advisor will each charge 1% on the gross proceeds of subscription of new Shares, placing of Convertible Notes and placing of new Shares under the General Mandate. Directors (including independent non-executive directors) of the Company consider that the commission is fair and reasonable and is in the interests of the Company and its shareholders as a whole. As the commission is less than 3% of the consolidated net tangible assets of the Company, the details of the transactions will be included in the Company's next published annual report and accounts.

SUBSCRIPTION OF NEW SHARES

The Company has entered into the Subscription Agreements No. 3-6 with four independent investors in relation to the subscription of the Investor Subscription Shares. Chung Nam Securities Limited and CU Corporate Finance Limited have been appointed as the agent and Financial Advisor of the Company respectively in connection with the subscription and will each receive a commission of 1 % on the gross proceeds of the subscription.

Subscribers

There are four subscribers who are independent third parties, not connected with nor acting in concert with the directors, chief executive or substantial shareholder of the Company, any of their subsidiaries (including the Agent for the subscription) or any of their respective associates.

The breakdown of the subscription of the Investor Subscription Shares is as follows:

Name
No. of Shares
subscribed for
% of existing issued share capital of the Company 
% of issued share capital as enlarged by the subscription

Gem Holdings Limited 
3,500,000,000 
23.65% 
16.43%

Hui Kai Securities Limited 
300,000,000 
2.03% 
1.41%

Nation Cheer Investment Limited 
2,100,000,000 
14.19% 
9.86%

Dom.com Limited 
 600,000,000 
4.05% 
2.82%

Sub-total 
6,500,000,000 
43.92% 
30.52%

Subscription price

The subscription price is HK$0.01 per Investor Subscription Share. This price was agreed after arm's length negotiations between the Company and Investors and represents (i) a discount of approximately 9.09% to the closing price of HK$0.011 per Share quoted on the Stock Exchange on 15th May, 2001; and (ii) a discount of approximately 9.09% to the average closing price of approximately HK$0.011 per Share as quoted from the Stock Exchange from 2nd May, 2001 to 15th May, 2001, both dates inclusive, being the last ten full trading days immediately before the issue of this announcement. The directors of the Company consider that the price is fair and reasonable and is in the interests of the Company and its shareholders as a whole.

Rights

The Investor Subscription Shares will on issue rank equally in all respects with the then existing Shares.

Number of Shares subscribed for

6,500,000,000 new Shares, representing approximately 43.92% of the existing issued share capital of the Company of 14,800,394,622 Shares and approximately 30.52% of the issued share capital of the Company as enlarged by the subscription of 6,500,000,000 new Shares.

Use of proceeds

The net proceeds from the Investor Subscription Shares of approximately HK$63,000,000 will be used for the subscription of the HMI new shares.

Conditions of the subscription of Shares

Completion of each of Subscription Agreements No. 3-6 is conditional upon, among other things, the satisfaction (or waiver by the Investors, except for condition (ii), which cannot be waived) of the following conditions:

(i)
the Listing Committee of the Stock Exchange granting listing of, and permission to deal in, the Investor Subscription Shares;

(ii)
confirmation being received from the Executive or the Takeovers and Mergers Panel that no obligation for a general offer in respect of Shares is required to be made by Radford, the substantial shareholder of the Company, or any of the Investors or parties acting in concert with any of them pursuant to Rule 26 of the Takeover Code as a result of the completion of the Subscription Agreements No. 3-6; and

(iii)
the passing by the shareholders of the Company of a resolution to approve the Subscription Agreement No. 3-6 and the issue of the Investor Subscription Shares to the Investors.

The Subscription Agreements No. 3-6 will lapse if the conditions are not satisfied by 30th June, 2001 unless the parties agree otherwise.

Subscription Agreements No. 3-6 are not inter-conditional.

Completion

The subscription is to be completed on the second business day after satisfaction of the conditions summarized under the paragraph headed “Conditions of the subscription of Shares” above.

Substantial shareholders

According to the register maintained under the Securities (Disclosure of Interests) Ordinance, the only substantial shareholder of the Company is Radford, which currently holds approximately 32.48% of the issued share capital of the Company. Upon completion of the subscription of new Shares, Gem Holdings Limited and Radford will be the substantial shareholders of the Company and hold approximately 16.43% and 22.57% respectively of the enlarged issued share capital of the Company as a result of the subscription.

Applications to the authorities

Application will be made by the Company to the Stock Exchange for listing of and permission to deal in the Investor Subscription Shares, and to the Executive of the Takeovers and Mergers Panel for a confirmation to the effect that no obligation for a general offer in respect of Shares shall arise to be made by Radford or any one of the Investors or parties acting in concert with any of them pursuant to Rule 26 of the Takeover Code as a result of completion of the Subscription Agreements No. 3-6.

Reason for the subscription

In view of the current market conditions, the directors of the Company consider that the subscription represents an opportunity to raise capital for the Company while broadening the shareholder base and the capital base of the Company.

PLACING OF CONVERTIBLE NOTES

Placing Agent

Chung Nam Securities Limited and CU Corporate Finance Limited have been appointed by the Company as the Placing Agent and the Financial Advisor respectively in connection with the placing of the Convertible Notes on a best effort basis. The Placing Agent and the Financial Advisor will each receive a placement commission of 1% on the gross proceeds of the placing.

The Placing Agent and the Financial Advisor, a dealer and an investment advisor registered under the Securities Ordinance (Chapter 333) of the Laws of Hong Kong and are the indirect wholly-owned subsidiaries of HMI, which in turn is a non-wholly owned subsidiary of the Company.

Placees

There will be not less than six placees, independent of, and not connected with, the directors, chief executives, substantial shareholders of the Company or its subsidiaries, or any of their respective associates (as defined in the Listing Rules).

Convertible Notes

Principal amount and denomination

Up to HK$75,600,000 in denominations of HK$168,000 each.

Maturity

Three years from date of issue of the Convertible Notes.

Interest

The Convertible Notes will bear interest at a rate of 7.5% per annum on the principal amount of the Convertible Notes outstanding. Each interest period is 12 months.

Redemption date

The Company may redeem the Convertible Notes at 105% of the outstanding principal amount of the Convertible Notes from the date of issue of the Convertible Notes until a date 14 days prior to (and excluding) the maturity date.

Conversion

The outstanding principal amount of the Convertible Notes may be convertible into ordinary shares of the Company in amounts or integral multiples of HK$168,000 at any time from the date of issue of the Convertible Note up to 14 days before (and excluding) the Maturity Date.

Conversion Price

The conversion price, subject to the usual adjustments, is as follows:

Price 
Period

HK$0.010 
from the date of issue of the Convertible Notes to the date immediately before the first anniversary of date of issue of the Convertible Notes;

HK$0.012 
from the first anniversary of the date of issue of the Convertible Notes to the date immediately before the second anniversary of the date of issue of the Convertible Notes;

HK$0.014 
from the second anniversary of the date of issue of the Convertible Notes to the date which is 14 days before (and excluding) the maturity date.

The initial conversion price of HK$0.01 (subject to adjustment as provided in the Terms and Conditions of the Notes) represents (i) a discount of approximately 9.09% to the closing price of HK$0.011 per Share quoted on the Stock Exchange on 15th May, 2001; and (ii) a discount of approximately 9.09% to the average closing price of approximately HK$0.011 per Share as quoted from the Stock Exchange from 2nd May, 2001 to 15th May, 2001, both dates inclusive, being the last ten full trading days immediately before the issue of this announcement.

The conversion prices were agreed after arm's length negotiations between the Placing Agent, Financial Advisor and the Company. The directors of the Company consider that the conversion prices are fair and reasonable and are in the interests of the Company and its shareholders as a whole.

Shares to be issued upon conversion

The Shares to be issued upon conversion of the Convertible Notes will rank equally in all respects among themselves and with the Shares in issue on the relevant date of conversion.

Assuming that the entire principal amount of the Convertible Notes is converted at the initial conversion price of HK$0.01 per Share, a total of 7,560,000,000 Shares will be issued. These Shares represent (i) approximately 51.08% of the existing issued share capital of the Company, and (ii) approximately 33.81% of the issued share capital of the Company as enlarged by the new Shares to be issued upon conversion of the Convertible Notes.

The existing issued share capital of the Company is about HK$148,003,946 divided into 14,800,394,622 Shares.

Radford, the substantial shareholder of the Company, is at the date hereof holding 4,807,648,364 Shares, representing approximately 32.48% of the existing issued share capital of the Company. After the full conversion of the Convertible Notes at the initial conversion price, the shareholding of Radford in the Company will be reduced to approximately 21.5%, which will be further reduced to approximately 16.66% after completion of the subscription of new Shares.

Voting rights of holders of the Convertible Notes

The holders of the Convertible Notes will not have any right to attend or vote at any meetings of the Company by virtue of their being the holders of the Convertible Notes.

Transferability

The Convertible Notes may not be transferred to persons who are connected persons of the Company (as the term “connected person” is defined in the Listing Rules) without the prior written consent of the Company.

Application for listings

The Company will apply to the Listing Committee of the Stock Exchange for the listing of, and permission to deal in, the Shares which may fall to be issued upon conversion of the Convertible Notes. No listing of the Convertible Notes will be sought on the Stock Exchange or any other stock exchanges.

Completion

The Placing Agreement No. 1 will be completed after the fulfillment of the conditions referred to under the paragraph headed “Conditions of the placing of Convertible Notes” below and on at least four business days notice from the Company.

Conditions of the placing of Convertible Notes

The obligations of the Placing Agent, Financial Advisor and the Company under the Placing Agreement No. 1 are conditional upon the following conditions:

(1)
the passing by the shareholders of the Company of a resolution to approve the Placing Agreement No. 1 and the issue of the Convertible Notes and any Shares falling to be issued on exercise of the Convertible Notes at the Special General Meeting;

(2)
the Stock Exchange having approved (either unconditionally or subject only to conditions to which the Company and the Placing Agent do not reasonably object) the issue of the Convertible Notes, or the Company not having received any objection from the Stock Exchange to the issue of the Convertible Notes;

(3)
the Listing Committee of the Stock Exchange having granted (either unconditionally or subject only to conditions to which the Company and the Placing Agent do not reasonably object) the listing of and permission to deal in the Shares issued upon the conversion of the Convertible Notes; and

(4)
the approval of the Bermuda Monetary Authority of the issue and transfer of the Convertible Notes and the Shares that will be issued upon the conversion of the Convertible Notes, if required.

Placing Agreement No. 1 will lapse if the conditions are not satisfied by 30th June, 2001 unless the parties agree otherwise.

Undertaking by the Company

The Company undertakes to inform the Stock Exchange upon the Company becoming aware that any of the Convertible Notes have been or are to be transferred to any connected persons (as defined in the Listing Rules).

Reasons for the placing of the Convertible Notes

The Board considers that the placing of the Convertible Notes is an appropriate means of raising additional capital for the Company since the placing of Convertible Notes will not have an immediate dilution effect on the shareholding of the existing shareholders of the Company.

The Board considers that the terms of the Placing Agreement No. 1, which were arrived at after arm's length negotiations between the Placing Agent, Financial Advisor and the Company are fair and reasonable and are in the interests of the Company.

Use of proceeds

The net proceeds from the placing of the Convertible Notes is approximately HK$73,000,000 will be utilized (i) as to HK$12,000,000, for the payment of the subscription of the HMI Shares; (ii) as to HK$45,000,000, for debt repayment; and (iii) as to the balance of HK$16,000,000, as general working capital for the usual and ordinary business of the Group.

SHAREHOLDING STRUCTURE OF THE COMPANY AFTER THE TRANSACTIONS


Existing shareholding
After placing of Shares under General Mandate
After placing of Shares under General Mandate and subscription of Shares
After placing of Shares under General Mandate, subscription of Shares and conversion of Convertible Notes


No. of shares
% of issued capital
No. of shares
% of issued capital
No. of shares
% of issued capital
No. of shares
% of issued capital

Radford 
4,807,648,364
32.48% 
4,807,648,364
27.07% 
4,807,648,364
19.82% 
4,807,648,364
15.11%

Convertible Notes holders 






7,560,000,000
23.76%

Subscribers:









Gem Holdings Limited 




3,500,000,000
14.43% 
3,500,000,000
11.00%

Hui Kai Securities Limited 




300,000,000
1.24% 
300,000,000
0.94%

Nation Cheer Investment Limited 




2,100,000,000
8.66% 
2,100,000,000
6.60%

Dom.com Limited 




600,000,000
2.47% 
600,000,000
1.89%

Not less than 6 placees for Shares issued under the General Mandate (independent individual and institutional investors) 


2,960,000,000
16.67% 
2,960,000,000
12.20% 
2,960,000,000
9.30%

Public 
9,992,746,258
67.52% 
9,992,746,258
56.26% 
9,992,746,258
41.19% 
9,992,746,258
31.40%

Total issued Shares 
14,800,394,622
100.00% 
17,760,394,622
100.00% 
24,260,394,622
100.00%
31,820,394,622
100.00%

PLACING OF NEW SHARES UNDER the GENERAL MANDATE

Placing Agent

Chung Nam Securities Limited and CU Corporate Finance Limited is the Placing Agent and the Financial Advisor to the Company in connection with the placing of new Shares under General Mandate on a best efforts basis and respectively will each receive a placement commission of 1% on the gross proceeds of the placing.

The Placing Agent and the Financial Advisor, a dealer and an investment advisor registered under the Securities Ordinance (Chapter 333) of the Laws of Hong Kong, are the indirect wholly-owned subsidiaries of HMI, which in turn is a subsidiary of the Company.

Placees

Not less than six placees (independent individual and institutional investors) who are independent third parties, not connected with nor acting in concert with the directors, chief executive or substantial shareholder of the Company, any of their subsidiaries (including the Placing Agent) or any of their respective associates.

Placing price

The placing price is HK$0.01 per Placing Share. This price was agreed after arm's length negotiations between the Company, the Placing Agent and the Financial Advisor that represents (i) a discount of approximately 9.09% to the closing price of HK$0.011 per Share quoted on the Stock Exchange on 15th May, 2001; and (ii) a discount of approximately 9.09% to the average closing price of approximately HK$0.011 per Share as quoted from the Stock Exchange from 2nd May, 2001 to 15th May, 2001, both dates inclusive, being the last ten full trading days immediately before the issue of this announcement. The directors of the Company consider that the price is fair and reasonable and is in the interests of the Company and its shareholders as a whole.

Rights

The Placing Share will on issue rank equally in all respects with the then existing Shares.

Number of Shares to be placed

Up to 2,960,000,000 new Shares are to be placed, representing approximately 20% of the existing issued share capital of the Company of 14,800,394,622 Shares and approximately 16.67% of the issued capital of the Company as enlarged by the placing of 2,960,000,000 new Shares.

General mandate

The Placing Shares will be issued pursuant to the general mandate to allot, issue and deal with Shares granted to the directors of the Company by resolution of its shareholders passed at the Company's special general meeting held on 23rd March, 2001.

Use of proceeds

The net proceeds from the placing is approximately HK$28,000,000 that will be used as the general working capital of the Group.

Condition of the placing under General Mandate

The placing of new Shares under General Mandate is conditional upon the Listing Committee of the Stock Exchange granting listing of and permission to deal in the Placing Shares.

Force majeure

The placing is subject to termination on the occurrence of certain events before 10:00 a.m. on the date for completion of the Placing Agreement No. 2, including:

(i)
any material breach of any of the representations and warranties set out in the Placing Agreement No. 2;

(ii)
the introduction of any new law or regulation or any change in existing laws or regulations or change in the interpretation or application thereof; or

(iii)
the occurrence of any event, development or change (whether or not local, national or international or forming part of a series of events or changes occurring or continuing before, on and/or after the date hereof and including an event or change in relation to or a development of an existing state of affairs) of a political, military, industrial, financial, economic or other nature, whether or not sui generis with any of the foregoing, resulting in a material adverse change in, or which might be expected to result in a material adverse change in, political, economic or stock market conditions; or

(iv)
the imposition of any moratorium, suspension or material restriction on trading in securities generally on the Stock Exchange occurring due to exceptional financial circumstances or otherwise; or

(v)
a change or development involving a prospective change in taxation in Hong Kong, Bermuda, the British Virgin Islands or the PRC or the implementation of exchange controls which shall or might materially and adversely affect the Group (taken as a whole) or its present or prospective shareholders in their capacity as such; or

(vi)
any change or deterioration in the conditions of local, national or international securities markets occurs.

The Directors of the Company are not aware of the occurrence of any of such events as at the date of this announcement.

Completion

The placing is to be completed on the second business day after satisfaction of the conditions under the paragraph headed “Condition of the placing under General Mandate” above. The Placing Agreement No. 2 will lapse if the condition is not satisfied by 25th May 2001 unless the parties agree otherwise.

Substantial shareholders

According to the register maintained under the Securities (Disclosure of Interests) Ordinance, the only substantial shareholder of the Company is Radford, which currently holds approximately 32.48% of the issued share capital of the Company. Upon completion of the placing (and assuming all Placing Shares are placed), Radford will hold approximately 27.07% of the enlarged issued share capital of the Company as a result of the placing.

Application for listing

Application will be made by the Company to the Stock Exchange for listing of and permission to deal in the Placing Shares.

Reason for the placing

In view of the current market conditions, the directors of the Company consider that the placing represents an opportunity to raise capital for the Company while broadening the shareholder base and the capital base of the Company.

GENERAL MANDATES TO ISSUE AND TO REPURCHASE SHARES

The Board would also like to propose resolutions at the Special General Meeting to grant general mandates to the Board to exercise the powers of the Company to allot and issue Shares not exceeding 20% of the aggregate nominal amount of the issued share capital of the Company at the date of the Special General Meeting as enlarged by the Shares issued pursuant to Subscription Agreements No. 3 to 6, Placing Agreement No. 1 and Placing Agreement No. 2 and to repurchase Shares not exceeding 10% of the aggregate nominal amount of the issued share capital of the Company at the date of the Special General Meeting as enlarged by the Shares issued pursuant to Subscription Agreements No. 3 to 6, Placing Agreement No. 1 and Placing Agreement No. 2. The Board believes that it is in the best interests of the Company and its shareholders as a whole if the general mandates are approved by the shareholders of the Company and granted to the Board at the Special General Meeting. The granting of general mandate is not conditional on any of the above transactions.

GENERAL

A circular containing details on the above transactions (except Placing Agreement No. 2) together with a notice convening the Special General Meeting to approve (i) the Subscription Agreement No. 1 and the issue of the HMI Shares to the Company or as it may direct; (ii) the Subscription Agreement No. 3-6 and the issue of Investor Subscription Shares pursuant to the Subscription Agreement No. 3-6; (iii) the Placing Agreement No. 1 and the issue of the Convertible Notes and any Shares falling to be issued on exercise of the Convertible Notes; and (iv) the granting of the general mandates to issue and to repurchase shares of the Company together with the opinion of the independent financial advisor on Subscription Agreement No. 1 will be despatched to shareholders of the Company as soon as practicable.

At the request of the Company, dealings in the Shares on the Stock Exchange were suspended with effect from 10:00 a.m. on 16th May, 2001. Application has been made by the Company for the resumption of trading in the Shares with effect from 10:00 a.m. on 17th May, 2001.

DEFINITIONS

“Associate” 
has the meaning ascribed thereto in the Listing Rules

“Board” 
the board of directors of the Company

“Company” 
China United Holdings Limited

“Convertible Notes” 
the 7.5% convertible redeemable notes for an aggregate principal amount of up to HK$75,600,000 due on the third anniversary of the date of issue proposed to be issued by the Company

“CUSSL” 
China United Securities Services Limited, a limited liability company incorporated in British Virgin Islands and is an indirect wholly owned subsidiary of the Company

“Financial Advisor” 
CU Corporate Finance Limited, a limited liability company incorporated in Hong Kong and is an indirect non-wholly owned subsidiary of the Company

“Group” 
the Company and its subsidiaries

“HK$” 
Hong Kong dollars

“HMI” 
Hennabun Management Inc., a limited liability company incorporated in the British Virgin Islands

“HMI Shares” 
shares of US$0.10 each in HMI

“Investors” 
Gem Holdings Limited, Hui Kai Securities Limited, Nation Cheer Investment Limited and Dom.com Limited

“Investor Subscription Shares” 
6,500,000,000 new Shares to be subscribed by the Investors pursuant to Subscription Agreements No. 3-6




“Placing Agent” 
Chung Nam Securities Limited, a limited liability company incorporated in Hong Kong and is an indirect non-wholly owned subsidiary of the Company

“General Mandate” 
the general mandate granted by shareholders of the Company to the directors of the Company to issue new Shares on special general meeting of the Company held on 23rd March, 2001

“Placing Agreement No. 1” 
the conditional placing agreement between the Placing Agent, Financial Advisor and the Company dated 15th May, 2001 in relation to the placement of the Convertible Notes

“Placing Agreement No. 2” 
the placing agreement between the Placing Agent, Financial Advisor and the Company dated 15th May, 2001 in relation to the placement of the Shares under the General Mandate

“Placing Shares” 
up to 2,960,000,000 new Shares to be placed by the Placing Agent at HK$0.01 each pursuant to the Placing Agreement No.2

“Radford” 
Radford Developments Limited, a company incorporated in British Virgin Islands and a substantial shareholder of the Company

“Shares” 
ordinary shares of HK$0.01 each in the capital of the Company

“Special General Meeting” 
special general meeting of the Company to be convened to approve certain matters referred to herein

“Subscription Agreement No. 1” 
the conditional subscription agreement between the Company and HMI dated 15th May, 2001 in relation to the subscription of HMI Shares

“Subscription Agreement No. 2” 
the conditional subscription agreement between HMI and Equity Spin Investments Limited dated 15th May, 2001 in relation to the subscription of 10,000,000 new shares in HMI

“Subscription Agreements No. 3-6” 
the conditional subscription agreements between the Company, the Financial Advisor, Chung Nam Securities Limited and each of the Investors dated 15th May, 2001 in relation to the subscription of the Investor Subscription Shares

By Order of the Board
CHINA UNITED HOLDINGS LIMITED
Chung Wilson
Managing Director
Hong Kong, 16th May, 2001

*
For identification purpose only
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