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iQUORUM CYBERNET LIMITED

(Incorporated in Hong Kong under the Companies Ordinance)

CONNECTED TRANSACTION

The directors of the Company (the "Directors") announce that on 27th November, 2000, the Company lent the sum of HK$24,016,480 to Applied International Holdings Limited ("Applied") in connection with financing repayment of a convertible bond issued by Applied to the public. The Company is owned as to 55.39% by Applied.

The loan by the Company to Applied was not in the ordinary and usual course of business of the Company and was thus a connected transaction for the Company.

For reasons referred to in this announcement below, The Stock Exchange of Hong Kong Limited (the "Stock Exchange") reserves its rights to take action against the Company for a possible breach of Rule 14.26(6)(a) of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Listing Rules") as the Company failed to issue an announcement and a circular and to obtain independent shareholders' approval for the loan arrangement.



The Directors announce that on 27th November, 2000, the Company lent the sum of HK$24,016,480, from internal resources, to Applied in connection with financing repayment of a convertible bond issued by Applied to the public. The Company is owned as to 55.39% by Applied, a company, the securities of which are also listed on the Stock Exchange. Interest was charged on the loan at the rate of 2% over the prime-lending rate per annum and the loan was made on normal commercial terms.

Connected transaction implications for iQuorum

The loan by the Company to Applied was not in the ordinary and usual course of business of the Company and was thus a connected transaction for the Company. Specifically, Rule 14.26(6)(a) of the Listing Rules renders the lending of money by the Company to Applied, a connected transaction of the Company as the lending is the grant of financial assistance by a listed issuer (i.e. the Company) to a connected person (i.e. Applied, being a substantial shareholder of the Company). Pursuant to Rule 14.26(6)(a) of the Listing Rule, an announcement and a circular should have been issued to the Company's shareholders. Independent shareholders' approval should have been sought in relation to the loan.

The Directors announce that the amount lent has been fully repaid by Applied to the Company and the last instalment of the repayment was made on 30th June 2001. As the loan has been fully repaid, the loan does not have any financial implications on the Company (save and except that interest was received by the Company on making of the loan to Applied). A fair market rate of interest was charged on the loan. The failure to seek independent shareholders' approval of the loan arrangement was an inadvertent mistake due to an unintentional oversight. The Company will consult its lawyers and financial advisers before entering into similar transactions in the future to prevent making similar mistakes again. In any event, the Directors confirm that the rights of the shareholders of the Company have not been prejudiced by this loan arrangement.

As at the date of this announcement, the Company is engaged in the business of manufacture and trading of consumer electronic products, property investment and e-commerce business.

The Stock Exchange reserves its rights to take action against the Company for a possible breach of Rule 14.26(6)(a) of the Listing Rules as the Company failed to issue an announcement and a circular and to obtain independent shareholders' approval for the loan arrangement.

By Order of the Board

Fang Chin Ping

Director

iQuorum Cybernet Limited

26th October, 2001 Hong Kong

"Please also refer to the published version of this announcement in the China Daily"
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