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KING PACIFIC INTERNATIONAL HOLDINGS LIMITED

 (Incorporated in Bermuda with limited liabilities)

ANNOUNCEMENT

This Announcement sets out information of certain major investments of the Company and the contentious matters involving the Company as follows:

(1)    Report on the Recommendations of Independent Board Committee

The Board refers to the announcement of the Company dated 26th April, 2000 regarding the findings and recommendations of the Independent Board Committee in relation to the Company's investment in Wuhan Ocean Essence. This announcement sets out a summary of the actions taken and to be taken by the Board in relation to this project.

(2)    Joint Venture in the PRC

The Company had, through a wholly owned subsidiary, entered into the Joint Venture Agreement with the PRC Partner to form the JV Company to manufacture licensed materials involving technology and know-how. This announcement sets out a brief summary of the principal terms of the Joint Venture Agreement.

(3)    Xiamen Information Port

The Company entered into an investment agreement with The General Association of Xiamen (Hong Kong) Limited on 20th August, 1999 for acquiring 15% of the equity interest in 廈門信息港建設發展股份有限公司", which is a joint equity company incorporated under laws of the PRC, at the consideration of RMB30,000,000.00, which was subsequently cancelled . This announcement sets out a brief summary of the principal terms of the Investment Agreement and the Cancellation Agreement.

(4)    Guangzhou Minzu Guest House

Guangzhou Minzu Guest House is a hotel development project in Guangzhou, the PRC, undertaken by Guangzhou Minzu Guest House Company Limited, a co-operative joint venture established in the PRC under an amended joint co-operation agreement dated 12th April, 1993 which was entered into between an 80% owned subsidiary of the Company and an independent third party in PRC. The Board wishes to report the latest development of this project.

(5)    HCA 9879/2000

On 9th November, 2000, the Company received a writ of Summons issued by American Home Assurance Company against the Company and Yiu Wing Construction Company Limited, a wholly owned subsidiary of the Company, whereby the plaintiff claimed against the Company and Yiu Wing Construction Company Limited payment of the sum of HK$65,615,000.00.

(6)    HCA 10063/2000

Also in November 2000, the Company received a writ issued by Cheung Yiu Wing as the plaintiff on behalf of himself and all other shareholders of the Company claiming, among other things, HK$135 million in addition to damages against Mr. Cheng Chao Ming as the second defendant with the first defendant being the Company.

(7)    H.C. Action No. 10678 of 2000

This is an action by the Company and Yiu Wing (Overseas) Limited, a wholly owned subsidiary of the Company, against Cheung Yiu Wing in respect of Cheung Yiu Wing's failure as a trustee of Yiu Wing (Overseas) Limited in holding share in Yiu Wing Holdings Limited to vote the share in accordance with the wishes of the board of directors of Yiu Wing (Overseas) Limited.

(8)    H.C. Action No. 10593 of 2000

This is an action by Yiu Wing (Overseas) Limited against Cheung Yiu Wing for an order requiring him to return documents in the ownership of Yiu Wing (Overseas) Limited. The Company is also claiming damages against Cheung Yiu Wing for breach of trust, breach of contract and breach of duty as director of the Company.

(9)    H.C. Action No. 46 of 2001

Yiu Wing Construction Company Limited; a wholly owned subsidiary of the Company, issued a writ against the Company, on the 4th January, 2001, claiming the sum of HK$40,000,000.00 together with interest under an agreement dated 1st September, 1999.

(10)    Delay of Announcement of Audited Results

Subsequent to the Company's announcement dated 2nd September, 2000, the Board wishes to announce that every effort is being made to finalise the accounts for the year ended 31st March, 2000 and the audit of it. It is expected that the Company will announce the audited accounts on or before 31st January, 2001 and will arrange despatch of the annual report for the year 2000 on or before 1st February, 2001 to its shareholders.

At the request of the Company, trading of the Shares on the Stock Exchange was suspended with effect from 10:00 a.m. on 6th November, 2000 and will continue to be suspended until the audited results for the year ended 31st March, 2000 has been announced.

Terms used herein shall have the same meanings as those defined in the announcement of the Company dated 26th April, 2000 unless otherwise required.

(1)    REPORT ON THE IBC RECOMMENDATIONS

Background to The IBC's Report dated 14th April, 2000 (the "Report"):

Under the Sale and Purchase Agreement dated 3rd December, 1998, Premium High acquired from the Vendors 60% of the issued share capital of Ocean Essence HK and the assignment of certain shareholders' loans to Ocean Essence HK from the Vendors. Ocean Essence HK in turn owns 90% interest in Wuhan Ocean Essence which operates the Water Factory.

In May 1999, Premium High acquired the remaining 40% of the issued share capital of Ocean Essence HK and the remaining shareholders' loans to Ocean Essence HK from the Vendors.

Concerns have been raised as to the Company's investment in Wuhan Ocean Essence. They include, but not limited to:

1.    whether Wuhan Ocean Essence or the Water Factory existed as at the date of the acquisition by Premium High of Ocean Essence HK and whether Wuhan Ocean Essence or the Water Factory still exists;

2.    Wuhan Ocean Essence does not appear to have a business licence since September 1998;

3.    whether Ocean Essence HK legally owns 90% interest in Wuhan Ocean Essence;

4.    the Company has not been able to recover the shortfall in profits of Wuhan Ocean Essence guaranteed by the Vendors under the Sale and Purchase Agreement.

As the Company had not received any financial or operational information in respect of Wuhan Ocean Essence and the Water Factory since about August 1999, on 7th March, 2000, the Board appointed the Independent Board Committee ("IBC") to review, inter alia, the Company's investment in Wuhan Ocean Essence and to report its findings and recommendations to the Board.

Findings of the Report

The IBC, based on the legal opinion of its legal advisers in the PRC and Hong Kong, found that Wuhan Ocean Essence legally owned the Water Factory and all its proprietary interest (for a term of 30 years) and Ocean Essence HK legally owned 90% interests in Wuhan Ocean Essence and the Water Factory and its proprietary interest.

According to the legal opinion of the legal advisors in the PRC dated 10th April, 2000, it was confirmed that according to their review of the report of Wuhan Certified Public Accountant dated 11th March, 1998, as at 9th March, 1998, Ocean Essence HK and 三鎮基建發展有限公司 ("San Zheng Infrastructure") had contributed to the registered capital of Wuhan Ocean Essence in the sum of RMB76,500,000 and RMB8,500,000 respectively (the "Capital Verification Report").

Recommendations of the IBC

Based on the advice of the aforesaid IBC's legal advisers in the PRC and Hong Kong, the IBC recommended the following to the Board:

(a)    the Company, through Ocean Essence HK, should request San Zheng Infrastructure:

(i)    to submit the application for the appointment and replacement of the foreign joint-venture party's directors to the board of Wuhan Ocean Essence;

(ii)    to allow Ocean Essence HK to audit the accounts of Wuhan Ocean Essence; and

(iii)    to apply for and obtain a new business licence of Wuhan Ocean Essence.

(b)    Should San Zheng Infrastructure refuse to submit the application for the change in the foreign joint-venture party's directors to the board of Wuhan Ocean Essence requested by Ocean Essence HK and/or to allow Ocean Essence HK to audit the accounts of Wuhan Ocean Essence and/or to apply for and obtain a new business licence for Wuhan Ocean Essence, Ocean Essence HK can seek to resolve the disputes by friendly negotiation and government mediation (if necessary).

(c)    If the aforesaid matters cannot be resolved, Ocean Essence HK can apply for arbitration at CIETAC to adjudicate the disputes. The arbitration award would be final and binding on both parties.

(d)    Premium High may claim against the Vendors for non-receipt of the said guaranteed profits under the terms of the Sale and Purchase Agreements.

(e)    Premium High may also claim against Mr Lang Jing as the guarantor for the obligations of Mr Lai Man Yuk under the terms of the Sale and Purchase Agreement.

Actions taken by the Board

According to the recommendations of the IBC, the Board has taken the following actions in relation to the Company's investment in Wuhan Ocean:

(I)    Regarding recommendation (a), the Company had requested San Zheng Infrastructure to assist it to reappoint the directors nominated by Ocean Essence HK to the board of directors of Wuhan Ocean Essence, to permit the Company to audit the accounts of Wuhan Ocean Essence and to apply for a new business licence for Wuhan Ocean Essence. However, San Zheng Infrastructure did not cooperate with the Company and the Company was unable to achieve the same. As a result, the business licence of Wuhan Ocean Essence was revoked by the State Administration of Industry and Commerce ("SAIC") of Wuhan on 19th June, 2000 on ground that Wuhan Ocean Essence did not comply with the relevant law and regulation in the PRC to renew the business licence of Wuhan Ocean Essence.

(II)    Due to the failure on the part of San Zheng Infrastructure to apply for a new business licence for Wuhan Ocean Essence and as a result of which, the business licence of Wuhan Ocean Essence was revoked, Ocean Essence HK appointed its PRC Attorney in Wuhan to appeal to the SAIC of Wuhan to renew the business licence in accordance with recommendation (b) and appeal to the SAIC of Wuhan was made on 8th June, 2000. However, on 12th June, 2000, the SAIC of Wuhan replied to Ocean Essence HK that they would not consider its appeal. As a result, Ocean Essence HK further appealed to the SAIC of Hubei Province on 3rd August, 2000 to overturn the decision of the SAIC of Wuhan. However, on 27th October, 2000, the SAIC of Hubei Province dismissed the appeal made by Ocean Essence HK on the ground that according to the relevant law and regulation, only the entity in concern, i.e. Wuhan Ocean Essence would be entitled to appeal but not its shareholder. In light of the difficulty under the circumstances, the Company sought legal advice from its PRC attorney for recommendations to resolve the matters. By a legal opinion dated 28th October, 2000, the Company's PRC attorney advised the Company to resolve the matters by way of arbitration.

(III)    Regarding recommendation (c), since the Board considered that it would be more cost effective to resolve the matters by recommendations (a) and (b), it decided to firstly proceed to resolve the matters according to recommendations (a) and (b). As a result, it had not yet taken any action to commence arbitration proceedings in the PRC according to recommendation (c) before recommendations (a) and (b) were proved to be unsuccessful. However, as the Company's PRC attorney had advised the Company to commence arbitration proceedings against San Zheng Infrastructure on 28th October, 2000, the Board is taking steps to seek arbitration award to recover its loss. Arbitration proceedings have been commenced and have been accepted by the China International Economic and Trade Arbitration Commission of ShenZheng, PRC on 29th December, 2000. The Company has paid the arbitration fees of RMB395,000.00 on 5th January, 2001

(IV)    Regarding recommendations (d) and (e), the Group had sought legal advice from its legal advisers in Hong Kong to enforce its right against the Vendors for breach of the Sale and Purchase Agreement, including but not limited to their failure

(1)    to provide guaranteed profit of Wuhan Ocean Essence; 

(2)    to inform the Company and High Premium of the business management of Wuhan Ocean Essence; 

(3)    to appoint new directors and general manager to Wuhan Ocean Essence; and 

(4)    to procure the Company and High Premium access to the books of accounts of Wuhan Ocean Essence.

Accordingly, on about 4th August, 2000, the Group's legal advisers issued demand letters ("Demand Letters") on behalf of the Company and Premium High to the Vendors to make good their obligations and to recover all loss, damage, costs and expenses suffered and incurred by the Company and Premium High. However no response from the Vendors was received by the Company and the Demand Letters to the Vendors had been returned by dead-post services on about 26th August, 2000.

On about 21st August, 2000, the Group's legal advisers advised the Company and Premium High to instigate legal proceedings against the Vendors and advice from experienced counsel should be obtained before instigating legal proceedings against the Vendors. Since the Group was at that time involved in two claims instigated by Overseas Trust Bank Limited against a wholly-owned subsidiary of the Company which is engaged in property investments, namely Kan Yue Realty Limited (details of which are set out in the announcement dated 2nd September, 2000), and Board decided to defer legal proceedings against the Vendors after the completion of placing of 169,500,000 shares to an independent investor at a price of HK$0.12 per share when additional fund of HK$20,340,000.00 is raised (details of which are set out in the announcement dated 13th, November, 2000). The reason for the defer is that priorities have been given to the preparation of this announcement, the audit on hand and the preparation of the annual report of the Group for 1999/2000.

The net proceeds of the placing of the 169,500,000 shares have been used for general working capital purposes and repaid outstanding loans of the Company, inter alia, partial settlement of the claims (details of which were set out in the Company's announcement dated 2nd September, 2000) instigated by Overseas Trust Bank Limited against a wholly owned subsidiary of the Company for the aggregate principal and interest of approximately HK$19.9 million and HK$188,000 respectively.

Actions to be taken by the Board

In light that the Group was unable to implement recommendations (a) and (b) due to the failure on the part of San Zheng Infrastructure to cooperate with the Group, the Group commenced arbitration proceedings against San Zheng Infrastructure in December 2000 according to recommendation (c) and plans to instigate legal proceedings against the Vendors in Hong Kong in accordance with recommendations (d) and (e). The Board is working closely with the Group's legal advisers. Legal actions to enforce the rights of the Company are imminent.

As at the date hereof, the Wuhan Water Factory Project carries an aggregate value of HK$165,000,000.00 as shown in the last management accounts of the Company dated 31st March, 2000 and the aggregate value of the project has not been changed since then.

The Board is also aware of a concern with respect to the validity of the Company's capital injection in Wuhan Ocean Essence. It is the opinion of the Board that the Company relied on the warranties and disclosure documents, among many others, the Capital Verification Report provided by the Vendors at the time the Sale and Purchase Agreement was entered into on 3rd December, 1998. The Group's legal advisors have reviewed the Capital Verification Report and have considered the Capital Verification Report could be relied upon. The Company will take all appropriate actions to investigate on any matters of this project which might cast doubts on the Company's ownership of 90% interest in Wuhan Ocean Essence.

The Company shall therefore make a further announcement as soon as the Company's investigation on the genuineness of the Letter and the Capital Verification Report is completed, and will keep the Stock Exchange and the public informed of any development in the matter from time to time in due course.

Risks to be Considered By Shareholders And Potential Investors

The shareholders and potential investors should be aware that arbitration proceedings and actions against San Zheng Infrastructure and the Vendors to recover the guaranteed profit, application of a new business licence for Wuhan Ocean Essence and appointment of new directors to the board of Wuhan Ocean Essence might take a long time which the Board cannot predict. Unless and until the matters have been satisfactorily resolved and/or adjudicated, there are risks involved in the Company's investment in Wuhan Ocean Essence. Risks involved include but not limited to the impending arbitration and litigation taken or to be taken by the Company to enforce its rights involved and the possible long period of time before profits and revenue can be generated from this project. The shareholders and potential investors should therefore consider the risks involved when dealing in the securities of the Company.

(2)    JOINT VENTURE IN THE PRC

Summary Of the Principal Terms of the Joint Venture Agreement dated 16th October, 1999:

Joint Venture Parties and Shareholding 

The joint venture parties are Joint Tech Investment Limited; a wholly owned subsidiary of the Company ("Joint Tech") and the PRC partner which is an independent third party incorporated in the PRC and is not connected with any director, chief executive or substantial shareholder of the Company or any of its subsidiaries or an associate (as defined in the Listing Rules) of any of them ("PRC Partner").

According to the terms of the joint venture agreement entered into between the Company and the PRC Partner dated 16th October, 1999 in relation to the formation of a sino-foreign joint venture company incorporated in the PRC, the PRC Partner shall own 30% and the Company shall own 70% of the joint venture company (the "JV Company").

Business Activities of the JV Company 

To manufacture licensed materials involving technology and know-how, which will be primarily used in the PRC. The commercial objective of the Company to invest in the JV Company is for good business prospects and profits.

Registered Capital 

The registered capital of the JV Company is US$5,000,000 and according to the terms of the Joint Venture Agreement, Joint Tech shall contribute US$3,500,000 and the PRC Partner shall contribute US$1,500,000. It is expected that the business licence of the JV Company will be issued in about mid February 2001. The joint venture parties shall contribute their respective contributions to the registered capital of the JV Company within 60 days after the issuance of the business licence.

Term Of the JV Company 

The term of the JV Company shall be 30 years commencing from the date of the business licence of the JV Company.

Profit sharing 

Joint Tech and the PRC Partner shall share profit of the JV Company in the proportion of 70% and 30%.

Board Of Directors 

The board of directors of the JV Company shall comprise five directors out of whom three directors shall be nominated by Joint Tech and two directors shall be nominated by the PRC Partner. The chairman shall be nominated by Joint Tech and the deputy chairman shall be nominated by the PRC Partner.

Transfer of technology and grant of licence 

The PRC Partner shall transfer the technology and know-how to manufacture the materials to the JV Company, grant licence to the JV Company to use its trademark and intellectual property rights and to manufacture the materials at a consideration of US$12,000,000 which is equivalent to HK$93,600,000.00. The consideration of US$12,000,000 was arrived at after negotiation on an arm length basis taking into account the potential market share in manufacturing licensed material in PRC and the potential profits that the project will bring. As Joint Tech owns 70% of the JV Company, Joint Tech shall be responsible to pay a sum of US$8,400,000 for the said transfer and grant of licence.

In order to secure approval from the relevant government authorities in the PRC, up to the date of this announcement, the Group has made two payments to the PRC Partner in the sum of US$3,560,000.00 which is equivalent to HK$ 27,768,000.00 and US$2,900,000.00 which is equivalent to HK$22,760,000 respectively as earnest monies which is refundable in the event that government approval is not obtained. Contributions to registered capital of US$3,500,000.00 of the JV Company shall be made upon grant of approval by the relevant government authorities in the PRC within 60 days after the issuance of the business licence which is expected to take place mid February 2001.

The Board had delivered the relevant documents in relation to the JV Company and the official receipts of the aforesaid earnest monies to its auditors, Ernst & Young, for their review and preparation of audited accounts of the Group for the year ended 31st March, 2000. The JV Company is still in the course of approval by the PRC regulatory bodies. Since the JV Company is not in operation yet, there is no profit/loss of the JV Company. The Group's investment in this joint venture has been financed by internal resources of the Company.

The transaction is a discloseable transaction under the Listing Rules. Thus, The Company should have issued a press announcement and a circular to its shareholders advising on the joint venture agreement entered into between the Company and the PRC Partner on 16th October, 1999.

Due to a change of personnel in the Company in charge of the Project, the Company failed to inform the Stock Exchange when the joint venture agreement was entered into. It therefore constitutes a breach of the Listing Rules. The Stock Exchange is looking into the matter in relation to the transaction and reserves the right to take any appropriate action against the Company or its directors in this regard.

A circular containing information of the above joint venture will be sent to the shareholders of the Company in due course.

(3)    XIAMEN INFORMATION PORT

(I)    The Investment Agreement

The Company on 20th August, 1999 entered into an agreement (the "Investment Agreement") with The General Association of Xiamen (Hong Kong) Limited (the "Association") which is an independent third party incorporated in Hong Kong SAR and is not connected with any director, chief executive or substantial shareholder of the Company or any of its subsidiaries or an associate (as defined in the Listing Rules) of any of them. The Investment Agreement is for the Company to acquire 15% of the equity interest in 廈門信息港建設發展股份有限公司 (the "JV Co"), which is a joint equity company incorporated under laws of the PRC, at the consideration of RMB30,000,000.00 (the "Consideration"). According to the Investment Agreement, the Association as the vendor agreed to sell or as the agent to procure the JV Co to sell 15% equity interest in the JV Co to the Company at the Consideration .

At the time the Investment Agreement was entered into, the Association held 10% of the equity interest of the JV Co. The Association agreed either to acquire additional 5% equity interest of the JV Co so as to sell the 15% equity interest of the JV Co. to the Company or to procure the JV Co to sell 15% equity interest to the Company. 廈門信息投資有限公司 was the controlling shareholder of the equity interest in the JV Co.

The Consideration was arrived at after negotiations on an arm's length basis taking into account the investment value and the potential revenue of the project to the Company. A deposit of HK$15,000,000.00 was paid to the Association on or about 30th August, 1999 ("Deposit"). On completion of the due diligence review of the JV Co satisfactory to the Company, the parties will complete the Acquisition within 6 months from 20th August, 1999.

Completion of the Acquisition was subject to satisfactory due diligence review of the financial, legal, operational and managerial aspects of JV Co by the Company. In the event that the Company decided to withdraw from the Acquisition, the Association would refund the Deposit to the Company. The business objectives of the JV Co were to built, operate and develop an information/cyber port in the Xiamen City.

The commercial objective of the Company to invest in the JV Co is for good business prospects and profits.

The Association is a company limited by guarantee and not having a share capital and was incorporated under the laws of Hong Kong SAR on 6th July, 1993 (Company No. 431739). The main objectives of the Association are, among others, to promote and foster contacts among natives of Xiamen; and to promote social and economic developments of Xiamen and Hong Kong SAR.

(II)    Cancellation Agreement

On 20th October, 2000 the Company and the Association entered into an agreement cancelling the Investment Agreement ("Cancellation Agreement") on the reason that the Association requested the Company to increase its investment in the JV Co to RMB300,000,000.00 which the Board considered to be too substantial for the Company to invest in one single project. On 20th October, 2000, the equity interest of the Association in the JV Co was 10% It is the opinion of the Board that the cancellation of the Investment Agreement will not have a negative impact on the Company at this early stage.

Since the Company's investment in the Project is withdrawn and cancelled, no profit/loss account of the investment can be produced.

The Cancellation Agreement provided that, among other things, the refund of the Deposit within 6 months from the date of the Cancellation Agreement without interest. It is expected that the Company will receive the refund on or before April 2001. The Board is in negotiation with the Association for payment of interest. The negotiation is expected to be finalised soon. Certain members of the Association acted as the guarantors of the Association for refunding the Deposit to the Company.

(4)    GUANGZHOU MINZU GUEST HOUSE

Guangzhou Minzu Guest House is a hotel development project in Guangzhou, PRC, undertaken by Guangzhou Minzu Guest House Company Limited ("Minzu"), a co-operative joint venture established in the PRC under an amended joint co-operation agreement dated 12th April, 1993 (the "Agreement") entered into between an 80% owned subsidiary of the Company, Yiu Wing Ningsi Real Estate Development Company Limited ("Ningsi") and an independent third party in PRC (the "PRC Minzu Joint Venture Partner"). The parties agreed to cooperate to build and operate a hotel in Guangzhou, PRC.

Pursuant to the Agreement, the PRC Minzu Joint Venture Partner contributed the land on which the hotel has been constructed, and Ningsi has committed to finance the construction costs of the project. The profits generated by Minzu from the operation of the hotel will first be distributed to Ningsi up to the amount of construction costs injected by Ningsi and to the PRC Minzu Joint Venture Partner to the extent of RMB3.5 million. Any profits generated in excess of these amounts will be distributed as to 60% to Ningsi and 40% to the PRC Minzu Joint Venture Partner. This project was reported in page 41 of the Company's annual report of 1998--99.

The foundation and superstructure of the hotel have been completed. The interior decoration of the hotel is expected to commence as soon as all legal title documents have been obtained. It is expected that all legal title documents will be received sometimes in mid February 2001. The investment in the project was classified as a project under development in the Company's annual report, with a carrying value of approximately HK$117.9 million, as of 31st March, 1999.

The Board is reconsidering its investment strategy in the said project and will make further announcement on the progress of the project as and when necessary.

(5)    HCA 9879/2000 (the "CLAIM")

On 9th November, 2000, the Company received a writ of Summons issued by American Home Assurance Company ("AH Plaintiff") against the Company and Yiu Wing Construction Company Limited ("YWC"), a wholly owned subsidiary of the Company, whereby the AH Plaintiff claimed against the Company and YWC payment of the sum of HK$65,615,000 under a General Agreement of Indemnity dated 30th November, 1995 entered into between the AH Plaintiff, the Company and YWC.

Pursuant to the General Agreement of Indemnity, AH Plaintiff executed a performance bond in the said sum on 5th March, 1996 as a condition for the due performance by YWC as the main contractor of a building contract executed on or about 29th July, 1996 and entered into with the Hong Kong Housing Society as employer for building works relating to a development in Tseung Kwan O.

The Hong Kong Housing Society called on the performance bond alleging that YWC has not completed the works contracted for. Thus the AH Plaintiff claimed YWC for the said sum covered in the performance bond.

The Company filed in court an acknowledgement of service of the Claim indicating its intention to defend the Claim. In the opinion of YWC and the Board, the work contracted for had been substantially completed except certain finishing of the work is subject to disputes. The Company will defend the Claim both as to liability as well as to quantum.

The Company will make further announcement on the progress on the Claim as and when appropriate.

(6)    HCA 10063/2000 (the "WRIT")

Also in November 2000 the Company received a Writ issued by Cheung Yiu Wing ("Mr. Cheung") as the plaintiff on behalf of himself and all other shareholders of the Company claiming, among other things, HK$135 million in addition to damages against Mr. Cheng Chao Ming ("Mr. Cheng") as the second defendant with the first defendant being the Company. This is a minority shareholder's action against Mr. Cheng on behalf of the Company.

A minority shareholder's action is one which is brought for the benefit of the company and any damages recovered in the action will be paid to the company and not to claimant. In minority shareholder actions, the company is joined in as a defendant for procedural reasons so that it is bound by the result. Otherwise, the company's position in such actions is neutral.

The Company has filed in court an acknowledgement of service of the Writ in the action and will take all steps to protect the interests of its shareholders. Mr. Cheng has engaged separate legal representation to defend the action on his behalf. It is the opinion of the Board that the Writ will not have a major adverse impact to the Company.

An application to appoint a receiver, to collect in and receive the proceeds of the placement of new shares in the Company as announced on the 10th November, 2000 is to be heard on 23rd January, 2001. The Company has yet to see any evidence in support of this application and it would therefore be premature to comment on the merits of the application at this state.

The Company will make further announcement on the progress on the application and Writ as and when appropriate.

(7)    H.C. ACTION No. 10678 of 2000

This is an action, filed on 29th December, 2000, by the Company and Yiu Wing (Overseas) Limited ("Overseas"); a wholly owned subsidiary of the Company against Mr. Cheung in respect of Mr. Cheung's failure as a trustee of Overseas in holding share in Yiu Wing Holdings Limited to vote the share in accordance with the wishes of the board of directors of Overseas. The Company and Overseas are applying for an injunction, also on 29th December, 2000, requiring Mr. Cheung to sign a proxy in respect of the share, the next hearing of which application is scheduled for 19th January, 2001. The Company and Overseas are also claiming damages against Mr. Cheung for breach of trust. Mr. Cheung has not yet filed a defence to this action.

In the opinion of the Board, this action will not have a major negative impact on the Group. On the contrary, this action is commenced, on the legal advice of the Group's legal counsels, to protect the interests of the shareholders of the Company; on the satisfactory resolution of which will restore and consolidate control of the Group with the Board.

(8)    H.C. ACTION No. 10593 of 2000

This is another action by Overseas against Mr. Cheung for an order requiring him to return documents in the ownership of Overseas. The Company is also claiming damages against Mr. Cheung for breach of trust, breach of contract and breach of duty as director of the Company. Mr. Cheung has not yet filed a defense to this action.

In the opinion of the Board, this action will not have a major negative impact on the Group. On the contrary, this action is commenced, on the legal advice of the Group's legal counsels, to protect the interests of the shareholders of the Company; on the satisfactory resolution of which will restore and consolidate control of the Group with the Board.

(9)    H.C. ACTION No. 46 of 2001

YWC issued a writ against the Company, on the 4th January, 2001, claiming the sum of HK$40,000,000.00 together with interest up to an aggregate amount of about HK$51,000,000.00 under an agreement dated 1st September, 1999. The Company will be filing an acknowledgement of service of this Writ shortly and intends to defend the Claim.

In the opinion of the Board, this action will not have a major negative impact on the Group. The Board is also working closely with the Group's legal counsels on this case.

(10)    DELAY OF ANNOUNCEMENT OF AUDITED RESULTS

The Board refers to the Company's announcement dated 2nd September, 2000 advising that due to delay in finalising the audited financial statements, the announcement of audited results for the year ended 31st March, 2000 ("2000 Financial Year") (the "Accounts") and despatch of annual report of the Group for year 2000 and the Accounts (the "Annual Report") were delayed.

The Board wishes to announce that every effort is being made to finalise the Accounts as soon as possible. It is expected that the Company will announce the audited Accounts on or before 31st January, 2001 and will arrange despatch of the Annual Report on or before 1st February, 2001 (the "Delay"). Having worked very closely on the Accounts with the auditors of the Company, the Board considers that the two target dates are achievable and realistic.

The Board realises that the Delay constituted a failure of the Company to comply with paragraphs 8 and 11 of the listing agreement between the Company and the Stock Exchange of Hong Kong Limited ("Stock Exchange"). The Stock Exchange reserves the rights to take appropriate action against the Company or its directors in this regard.

The Bermuda lawyers of the Company have advised that the Company's prior annual general meeting ("AGM") was held on 26th November, 1999. They also advised the Board that section 71(1) of Companies Act 1981 of Bermuda (as amended) ("Companies Act") requires that a meeting of members of a company be convened once in every calendar year. Thus, the Company had violated section 71(1) of the Companies Act.

Yet, section 72(2) of the Companies Act allows a company to hold an AGM within 3 months from the date it should have been held. Bye-law 60 of the Company's Bye-laws (adopted on 30th September, 1991 and amended on 16th June, 1993, 18th August, 1994 and 26th September, 1996) (the "Bye-laws") also states that the Company shall hold an AGM not more than 15 months lapsed between the previous AGM and that of the next. Further, the Company is required by section 84 of the Companies Act to lay before the Company at its AGM the Accounts and reports as are required by the Companies Act.

The Board and its finance team are trying their utmost to complete the Accounts and to announce of the audited results of the 2000 Financial Year on or before 31st January, 2001. The Accounts and the Annual Report shall also be sent to all shareholders of the Company on or before 1st February, 2001. The Accounts shall also be laid before the AGM of the Company to be held on 26th February, 2001 (with 25th February, 2001 falls on a Sunday).

It is the opinion of the Board that the Company will meet these two target dates and will have complied with section 72(2) of the Companies Act.

According to the Company's Bermuda lawyers, in the event that the target dates are not adhered to, the Company may apply to the Registrar of Companies of Bermuda to sanction the holding of a general meeting to put the affairs of the Company in order, on payment of a prescribed fee.

Each member of the Board is aware of and will comply with rule A.3 of Appendix 10 of the Listing Rules. Rule A.3 requires that during the period of one month immediately preceding the preliminary announcement of the Company's annual results, a director should not purchase any securities of the Company nor should he sell any such securities unless the circumstances are exceptional.

(11)    RESIGNATION OF DIRECTOR

The Board also wishes to announce that Ms. Cheung Lik Ping resigned as executive director of the Company on 11th November, 2000.

(12)    SUSPENSION OF TRADING

At the request of the Company, trading of the Shares on the Stock Exchange was suspended with effect from 10:00 a.m. on 6th November, 2000 and will continue to be suspended until the audited results for the year ended 31st March, 2000 has been announced.

(13)    CAUTION STATEMENT

The shareholders and potential investors should be aware that unless and until all matters announced in paragraphs (1) and (2) above have been satisfactorily completed and/or resolved, there are inherent risks having an impact on the Company's investments in these two projects. The shareholders and potential investors should therefore consider the risks involved when dealing in the securities of the Company.

(14)    THIS ANNOUNCEMENT

Save and except Mr. Cheung and Mr. Samuel Cheung, all members of the Board have reviewed and consented to the content of this announcement.

TERMS USED IN THIS ANNOUNCEMENT:

"Accounts"
the audited financial statements of the Company and its subsidiaries for the year ended 31st March, 2000 and the announcement thereof;

"Acquisition"
the acquisition of 15% equity interest in the JV Co by the Company at the Acquisition Price;

"AGM"
the annual general meeting of the Company and its subsidiaries;

"Agreement"
an amended joint co-operation agreement dated 12th April, 1993 between an 80% owned subsidiary of the Company and an independent 3rd party in PRC;

"AH Plaintiff"
American Home Assurance Company;

"Annual Report"
the annual report of the Company and its subsidiaries for year 2000 and the Accounts;

"Association"
The General Association of Xiamen (Hong Kong) Limited; a company limited by guarantee and not having a share capital which was incorporated in Hong Kong SAR on 6th July, 1993 (Company No. 431739);

"Board"
the board of directors of the Company;

"Bye-laws"
the Bye-laws of the Company as adopted on 30th September, 1991 and amended on 16th June, 1993, 18th August, 1994 and 26th September, 1996;

"Cancellation Agreement"
the agreement executed by the Company and the Association on 20th October, 2000 pursuant to which the Investment Agreement was cancelled;

"Capital Verification Report"
the capital verification report issued by Wuhan Certified Public Accountants on 3rd November, 1998 confirming on the capital contribution made by San Zheng Infrastructure and Ocean Essence Hong Kong respectively to the registered capital of Wuhan Ocean Essence.

"CIETAC"
China International Economic and Trade Arbitration Commission;

"Claim"
the writ of summons issued by American Home Assurance Company against the Company and Yiu Wing Construction Company Limited; HCA 9879/2000;

"Company"
King Pacific International Holdings Limited, a company incorporated in Bermuda whose securities are listed on the Stock Exchange;

"Companies Act"
The Companies Act 1981 of Bermuda (as amended);

"Consideration"
a total of RMB30,000,000.00 for the Acquisition under the Investment Agreement;

"Construction Agreement"
a construction agreement between the Hong Kong Housing Society and YWC dated 29th July, 1996;

"Conversion Rates"
US$1.00 = HK$7.80;

"Deposit"
the deposit of HK$15,000,000.00 paid by the Company to the Association for the Acquisition under the terms of the Investment Agreement;

"Group"
the Company and its subsidiaries;

"HK$"
the lawful currency of Hong Kong;

"Hong Kong"
the Hong Kong Special Administrative Region of the People's Republic of China;

"IBC"
the Independent Board Committee of the Company;

"Indemnity Agreement"
The General Agreement of Indemnity dated 30th November, 1995 entered into by the AH Plaintiff, the Company and YWC;

"Interim Report"
The interim financial report of the Company and its subsidiaries in respect of 1st April, 2000 to 30th September, 2000;

"Investment Agreement"
the agreement between the Company as the purchaser and the Association as the vendor or as the agent for the JV Co executed on 20th August, 1999 for the Acquisition;

"Joint Tech"
Joint Tech Investment Ltd., a company incorporated in Hong Kong with limited liability and a wholly owned subsidiary of the Company;

"Joint Venture Agreement"
the joint venture agreement entered into between the Company and the PRC Partner dated 16th October, 1999 in relation to the formation of the JV Company;

"JV Company"
a sino-foreign joint venture company incorporated in the PRC, which is owned as to 30% by the PRC Partner and 70% by the Company;

"JV Co"
廈門信息港建設發展股份有限公司 a joint equity company incorporated in the PRC on 1st December, 1998;

"Letter"
a letter issued by 武漢市國有資產管理局 in August 2000 in relation to the Company's investment in the Wuhan Water Factory Project;

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

"Mingsi"
Yiu Wing Ningsi Real Estate Development Company Limited, an 80% owned subsidiary of the Company;

"Mr. Cheng"
Cheng Chao Ming, the chairman and managing director of the Company and a shareholder of the Company;

"Mr. Cheung"
Cheung Yiu Wing, a director and a shareholder of the Company;

"Ocean Essence HK"
Ocean Essence Holdings Ltd., a company incorporated in Hong Kong and its wholly owned by the Company;

"Overseas"
Yiu Wing (Overseas) Limited, a wholly owned subsidiary of the Company;

"Performance Bond"
a performance bond entered into by YWC as the main contractor, the AH Plaintiff as the surety and the Hong Kong Housing Society as the employer dated 5th March, 1995;

"Premium High"
Premium High Investments Ltd., a company incorporated in the British Virgin Islands and a wholly owned subsidiary of the Company;

"PRC"
the People's Republic of China;

"PRC Partner" 
an independent third party incorporated in the PRC and is not connected with any director, chief executive or substantial shareholder of the Company or any of its subsidiaries or an associate (as defined in the Listing Rules) of any of them;

"RMB"
the lawful currency of the PRC;

"SAIC"
State Administration of Industry and Commerce;

"Sale and Purchase Agreement"
the sale and purchase agreement dated 3rd December, 1998 entered into between Mr. Lai Man Yuk and Mr. Lang Jing, the Company and Premium High in relation to the acquisition of the issued share capital of Ocean Essence HK;

"San Zheng Infrastructure"
三鎮基建發展有限公司 , the PRC joint venture partner of Wuhan Ocean Essence;

"Share(s)"
ordinary shares of HK$0.10 each in the capital of the Company;

"Stock Exchange"
The Stock Exchange of Hong Kong Limited;

"Vendors"
Mr. Lai Man Yuk and Mr. Lang Jing;

"Water Factory"
the water factory in Wuhan, the PRC (\raster(60%,p)="c02");

"Writ"
the writ issued by Cheung Yiu Wing against Mr. Cheng Chao Ming and the Company; HCA 10063/2000;

"Wuhan Ocean Essence"
Wuhan Ocean Essence Water Factory Company Ltd, a sino-foreign co-operative joint venture company incorporated in Wuhan which operated a Water Factory;

"YWC"
Yiu Wing Construction Company Limited; a wholly owned subsidiary of the Company;

"US$"
the lawful currency of the United States.

By order of the Board of

King Pacific International Holdings Limited

Cheng Chao Ming

Chairman and Managing Director

Hong Kong, 11th January, 2001

* For identification purpose only
Please also refer to the published version of this announcement in the (Hong Kong iMail)
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