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Connected transactions: Loans to connected persons

In the course of finalising the accounts of Lei Shing Hong Limited ("the Company") in April, 2001, it was brought to our attention that the related party transactions mentioned in the 1999 annual report constitute connected transactions under the Listing Rules.

On 17 April 1998, Lei Shing Hong Finance Limited, a wholly-owned subsidiary of the Company, entered into a Loan Agreement with Ms Lau Shun Wah for the purpose of granting a loan in the amount of US$1,300,000 to Ms Lau Shun Wah. Subsequently, on 23 September 1998 the loan was assigned to Lei Shing Hong Credit Limited, another wholly-owned subsidiary of the Company. 

On 2 November 1998, Lei Shing Hong Credit Limited, a wholly-owned subsidiary of the Company provided a loan in the amount of HK$15,000,000 to Mr Lau Yu Man. Mr Lau Yu Man issued a Promissory Note on 2 November 1998 to Lei Shing Hong Credit Limited pursuant to which Mr Lau Yu Man promised to repay the outstanding principal plus interests.
Ms Lau Shun Wah and Mr Lau Yu Man are connected persons of the Company. The loans constitute connected transactions of the Company under Rule 14.25 of the Listing Rules and should have been disclosed in accordance with the Listing Rules. In view of this, the Company is in breach of the Listing Rules. The Stock Exchange reserves its right to take formal disciplinary action against the Company and/or its directors in respect of the breach. 



LOAN AGREEMENT DATED 17 APRIL 1998:

Parties:

Lender:
Lei Shing Hong Finance Limited, which is engaged in the provision of financial services and money lending business, is a wholly-owned subsidiary of the Company. 

Borrower and
Ms Lau Shun Wah, sister of Mr Lau Chor Lok who is a director of the Company.

Connected relationship:


Transaction:
Lei Shing Hong Finance Limited provided a loan to Ms Lau Shun Wah in the ordinary and normal course of business on normal commercial terms. 

Principal and terms:
The loan was in the principal amount of US$1,300,000 (equivalent to HK$10,074,350) ("the Loan"). The Loan bears interest at 1.5% p. a. above the 6 months SIBOR from time to time quoted by The Hongkong and Shanghai Banking Corporation Limited and shall be repaid within one year commencing from the date of signing the Loan Agreement. The Loan is secured by a pledge of listed securities of Ms Lau Shun Wah in favour of Lei Shing Hong Finance Limited as security for payment of the indebtedness. 

Assignment of the Loan:
On 23 September 1998, Lei Shing Hong Finance Limited entered into a Novation and Assignment Agreement with Ms Lau Shun Wah and Lei Shing Hong Credit Limited, a wholly-owned subsidiary of the Company, pursuant to which Lei Shing Hong Finance Limited assigned the rights and benefits of the Loan and the charged securities to Lei Shing Hong Credit Limited. Lei Shing Hong Credit Limited is engaged in the provision of financial services and money lending business. On the date of taking up the assignment of the rights and benefits of the Loan, i.e. 23 September 1998, Lei Shing Hong Credit Limited agreed to revise the date of repayment of the Loan to 23 September 2005.


The directors of the Company including the independent non-executive directors are of the opinion that the Loan was made in the normal and ordinary course of business of Lei Shing Hong Credit Limited and Lei Shing Hong Finance Limited and under normal commercial terms. The terms of the Loan were comparable to loans granted by Lei Shing Hong Finance Limited and Lei Shing Hong Credit Limited to independent third parties.


As of 31 December 2000, the outstanding principal of the Loan due from Ms Lau Shun Wah was US$1,284,227.59 (equivalent to HK$9,952,099.04). 

PROMISSORY NOTE ISSUED BY MR LAU YU MAN ON 2 NOVEMBER 1998:

Parties:
Lender:
Lei Shing Hong Credit Limited which is engaged in the provision of financial services and money lending business, is a wholly-owned subsidiary of the Company. 

Borrower and
Mr Lau Yu Man is the brother of Mr Lau Chor Lok, a director of the Company.

connected relationship:

Transaction:
Lei Shing Hong Credit Limited provided a loan to Mr Lau Yu Man in the ordinary and normal course of business under normal commercial terms. 

Principal and terms:
The loan was in the principal amount of HK$15,000,000 ("the PN Loan"). The PN Loan bears interest at 1% p. a. above HK dollars prime rate. Pursuant to the promissory note issued by Mr Lau Yu Man ("the Promissory Note"), the PN Loan shall be repaid within 24 months from the date of the Promissory Note. Subsequently, on 10 November 2000, Lei Shing Hong Credit Limited agreed to extend the repayment terms of the PN Loan to the effect that repayment shall commence from 2 November 2001 in 12 equal monthly instalments of HK$1,250,000 each. Mr Lau Yu Man had assigned his equitable interest in shares of an unlisted company in favour of Lei Shing Hong Credit Limited as security for repayment of the indebtedness. 


The directors of the Company including independent non-executive directors are of the opinion that the PN Loan was made in the normal and ordinary course of business of Lei Shing Hong Credit Limited and under normal commercial terms. The terms of the PN Loan were comparable to loans granted by Lei Shing Hong Credit Limited to independent third parties.


As of 31 December 2000, the outstanding principal of the PN Loan due from Mr Lau Yu Man was HK$15,000,000. 

General:
Ms Lau Shun Wah and Mr Lau Yu Man are siblings of a director of the Company and therefore are connected persons of the Company under the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited ("the Listing Rules"). Due to oversight on the part of the Company, the Company is in breach of the requirements under Chapter 14 of the Listing Rules. The above transactions constitute connected transactions for the Company as defined under Rule 14.25 of the Listing Rules but fall under the de minimus provision in Rule 14.25(1) of the same Rules, which are therefore subject to the disclosure requirements as set out in the same Rules. Failure to make such disclosure in accordance with the Listing Rules constitutes a breach of the Listing Rules. The Stock Exchange reserves its right to take formal disciplinary action against the Company and/or its directors in respect of the breach. Details of the above transactions have been set out in the published annual report of the Company for the year ended 31 December 2000.

By Order of the Board

Marianne Lim

Secretary

Hong Kong, 27 April 2001.

"Please also refer to the published version of this announcement in the South China Morning Post "
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