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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NATURAL BEAUTY BIO-TECHNOLOGY LIMITED

自然美生物科技有限公司

(Incorporated in the Cayman Islands with limited liability)

OVER-ALLOTMENT OPTION
ANNOUNCEMENT

The Company announces that CPY International advised that it borrowed from Efficient Market 19,560,000 Shares on 27 March 2002 to cover over-allocations of the same number of Shares in the Placing. As at the date hereof, CPY International has not yet returned the Borrowed Shares to Efficient Market. The Company did not receive any Option Notice pursuant to the Underwriting Agreement in respect of the Over-allotment Option from CPY International within the Option Period. 

On 26 April 2002, a date beyond the Option Period, the Company received a letter dated 17 April 2002 from CPY by hand purporting to exercise the Over-allotment Option. The Company has been discussing with CPY International and also seeking relevant legal advice in relation to the exercise of the Over-allotment Option and the return of the Borrowed Shares. 

The Stock Exchange is of the view that the Company should have disclosed information in this announcement earlier to the public and failure to do so may constitute a breach of paragraph 2 of the Listing Agreement. The Stock Exchange reserves its rights to take appropriate action against the Company and/or its directors in this regard.

Pursuant to the conditions of the Waiver granted by the Stock Exchange to the Company and Efficient Market, the same number of Shares made available to CPY International under the stock borrowing arrangement must be returned to Efficient Market no later than the earlier of the fifth business day following (a) the last day of the exercise of the Over-allotment Option (which will be exercisable for a period of 30 days from the date of the Prospectus); and (b) the date on which the Over-allotment Option is exercised in full. As the Borrowed Shares has not been returned to Efficient Market, it constitutes a breach of the conditions of the Waiver and Rule 10.07 of the Listing Rules. The Stock Exchange has indicated that it reserves the right to take appropriate action against the Company and/or its directors and/or Efficient Market.

The Company will ensure that it complies with all relevant laws and regulations when it decides whether to issue and allot the New Shares beyond the Option Period for the purpose of returning the Borrowed Shares to Efficient Market. In case the Company decides to issue the New Shares, it will supply the Stock Exchange with all relevant information and legal advices and apply for the approval of the listing of and permission to deal in the New Shares that may be issued and allotted. The Stock Exchange has indicated that it will consider all circumstances in deciding whether or not approval for the listing of and permission to deal in the New Shares be granted and the Company shall supply all relevant information including the position of the Company and the legal advices that it has obtained and will obtain. 

Investors are advised to exercise caution when dealing in the Company's shares. 

Unless otherwise defined in this announcement, terms used in this announcement shall have the same meanings as those defined in the prospectus dated 19 March 2002 (the “Prospectus”) issued by Natural Beauty Bio-Technology Limited (the “Company”). 

OVER-ALLOTMENT OPTION 

The Company announces that pursuant to a stock borrowing agreement dated 18 March 2002 and entered into between CPY International as borrower and Efficient Market as lender and controlling shareholder of the Company, CPY International advised that it borrowed from Efficient Market 19,560,000 Shares (the “Borrowed Shares”) on 27 March 2002 to cover over-allocations of the same number of Shares in the Placing. As at the date hereof, CPY International has not yet returned the Borrowed Shares to Efficient Market and as such, the shareholding of Efficient Market in the Company has been reduced to 1,480,440,000 Shares, representing 74.022% of the issued share capital of the Company. 

The Company did not receive any notice of exercise (“Option Notice”) pursuant to the Underwriting Agreement in respect of the Over-allotment Option from the lead manager, CPY International within 30 days commencing on the date of the Prospectus i.e. at or before 5:00 p.m., 18 April 2002 (“Option Period”). 

On 26 April 2002, a date beyond the Option Period, the Company received a letter dated 17 April 2002 from CPY by hand purporting to exercise the Over-allotment Option granted by the Company to CPY International requiring the Company to allot and issue 19,560,000 Shares at the Offer Price to cover over-allocations in the Placing. 

If the Option Notice were validly exercised during the Option Period in accordance with the Underwriting Agreement, the Company would have issued 19,560,000 Shares, being part of the Over-allotment Shares at the Offer Price, to such person as CPY International may request to cover over-allocations in the Placing and for the purpose of returning the Borrowed Shares to Efficient Market. 

Since then, the Company has been discussing with CPY International and also seeking relevant legal advice in relation to the exercise of the Over-allotment Option and the return of the Borrowed Shares and is considering the appropriate actions to be taken based on the result of the said negotiation and advice. The Company would make further announcement to inform the shareholders of the developments in due course. 

PARAGRAPH 2 OF THE LISTING AGREEMENT 

The Stock Exchange is of the view that the Company should have disclosed information in this announcement earlier to the public and failure to do so may constitute a breach of paragraph 2 of the Listing Agreement. The Stock Exchange reserves its rights to take appropriate action against the Company and/or its directors in this regard. 

RULE 10.07 OF THE LISTING RULES 

Pursuant to the conditions of the waiver (the “Waiver”) from strict compliance with Rule 10.07 of the Rules Governing the Listing of Securities on the Stock Exchange granted by the Stock Exchange to the Company and Efficient Market, the same number of Shares made available to CPY International under the stock borrowing arrangement must be returned to Efficient Market no later than the earlier of the fifth business day following (a) the last day of the exercise of the Over-allotment Option (which will be exercisable for a period of 30 days from the date of the Prospectus); and (b) the date on which the Over-allotment Option is exercised in full. As the Borrowed Shares has not been returned to Efficient Market, it constitutes a breach of the conditions of the Waiver and Rule 10.07 of the Listing Rules. The Stock Exchange has indicated that it reserves the right to take appropriate action against the Company and/or its directors and/or Efficient Market. 

APPLICATION FOR LISTING APPROVAL 

The Company will ensure that it complies with all relevant laws and regulations when it decides whether to issue and allot any Shares beyond the Option Period for the purpose of returning the Borrowed Shares to Efficient Market (“New Shares”). The approval for listing of and permission to deal in the Shares in issue and to be issued as mentioned in the Prospectus previously granted by the Stock Exchange to the Company do not include the New Shares. In case the Company decides to issue the New Shares, it will supply the Stock Exchange with all relevant information and legal advices and apply for the approval of the listing of and permission to deal in the New Shares that may be issued and allotted. The Stock Exchange has indicated that it will consider all circumstances in deciding whether or not approval for the listing of and permission to deal in the New Shares be granted and the Company shall supply all relevant information including the position of the Company and the legal advices that it has obtained and will obtain. It is uncertain whether or not the Stock Exchange, will grant the approval of the listing of and permission to deal in the New Shares. 

Investors are advised to exercise caution when dealing in the Company's shares. 

By Order of the Board
Su Chien-Cheng
Executive Director 
Hong Kong, 27 May 2002 

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