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ANNOUNCEMENT

Breach of strict compliance with Rule 21.04(3)(a) of

the Rules Governing the Listing of Securities

Summary

Pursuant to the Exchange's announcement dated 14 December 2001 in relation to the reduction of investment threshold under the Takeover Code, the Company is required to apply to the Exchange on or before 14 March 2002 for a waiver from strict compliance with Rule 21.04(3)(a) of the Listing Rules in respect of its investment interests in two investment projects.

The Company has investment interests under two investment projects in the PRC, each of which constitutes not less than 30%, but not more than 35%, interest in the investment.

The Company intended to dispose of or reduce its stake in the two investment projects before 14 March 2002 and thus did not apply to the Exchange for a waiver from strict compliance with Rule 21.04(3)(a). However, due to procedural delay, the Company failed to complete the formalities on time. Negotiations regarding the disposal and reduction of the stake in the two investments are in progress. The Exchange has advised the Company that it reserves all its rights in respect of the Company's breach of Rule 21.04(3)(a).

1.
IMPLICATION OF THE LISTING RULES

Pursuant to Rule 21.04(3)(a) of the Listing Rules, the Company may not own or control more than 35% (or such lower percentage as may from time to time be specified in the Takeover Code as being the level for triggering a mandatory general offer) of the voting rights in any one company or body. On 19 October 2001, the SFC announced certain changes to the Takeover Code including a reduction of the investment threshold from 35% to 30% for triggering a mandatory general offer obligation under the Takeover Code.

Under the amended paragraph 26.6 of the Takeover Code and the announcement of the Exchange dated 14 December 2001, the Company is required to apply to the Exchange on or before 14 March 2002 for a waiver from strict compliance with Rule 21.04(3)(a) of the Listing Rules in respect of its investment interests in two investment projects described below.

2.
RELEVANT INVESTMENTS

The Company has the following investment interests:

(a)
33.33% interest in Suzhou Universal Chain Transmission Co., Ltd., an equity joint venture established in the PRC; and

(b)
35% interest in Zhongshan Dongfu Road and Bridge Investment Co., Ltd., a cooperative joint venture established in the PRC.

3.
BREACH

The Company intended to dispose of or reduce its stake in the above investment projects as part of its corporate strategy. Accordingly, the Directors expected to finalize the formalities for the disposal or reduction before 14 March 2002 and thus the Company did not apply for a waiver from strict compliance with Rule 21.04(3)(a) in response to the Exchange's announcement dated 14 December 2001. However, because of procedural delay and due to the Chinese New Year holidays in the PRC, the formalities have not been finalized by 14 March 2002.

Negotiations regarding the disposal and reduction of the stake in the two investments are in progress. The Directors anticipate completing the formalities for the disposal or reduction by 30 June 2002, barring any unforeseen events.

The Exchange has advised the Company that the Company has breached Rule 21.04(3)(a) of the Listing Rules in respect of the above investment interests and the Exchange reserves all its right to take actions against the Company and the Directors.

4.
DEFINITIONS

In this announcement, the following words and phrases have the following meanings:

"Company"
China Assets (Holdings) Limited, a company incorporated in Hong Kong, which is an investment company whose shares are listed on the Exchange

"Directors"
The directors of the Company

"Exchange"
The Stock Exchange of Hong Kong Limited

"Listing Rules"
The Rules Governing the Listing of Securities on the Exchange

"PRC"
The People's Republic of China

"SFC"
Securities and Futures Commission

"Takeover Code"
The Code on Takeovers and Mergers


By order of the board of directors of


China Assets (Holdings) Limited


Frank Tsui


Director

Hong Kong, 12 April, 2002

Please also refer to the published version of this announcement in the HK i-Mail.
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