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SHENYIN WANGUO (H.K.) LIMITED


(Incorporated in Hong Kong with limited liability)

ISSUE OF THE CONVERTIBLE NOTE

The Company and Shenyin Finance entered into the Agreement with Farah on 7 March 2002 under which the Company has agreed to (i) issue the Note in an aggregate principal amount of HK$132,000,000 and (ii) pay HK$36,000,000 in cash to Farah in full and final settlement of the outstanding indebtedness owing by the Company and Shenyin Finance to Farah with an aggregate principal amount of HK$180,000,000 plus all interest accrued thereon. As at 7 March 2002, the total interest accrued on such principal amounted to approximately HK$65,000,000.

If the Listing Approval is obtained before the First Maturity Date, the term of the Note can be extended by the Company for a further period of two years and the Note is convertible into Shares at HK$1.49875 per Share, subject to adjustment. Assuming that the principal amount of the Note together with all interest accrued thereon is converted in full at the initial Conversion Price of HK$1.49875, a maximum of 96,000,000 Shares will fall to be issued which represent approximately 18.47% of the existing issued share capital of the Company and approximately 15.59% of the issued share capital of the Company as enlarged by the issue of the Conversion Shares.

Farah and its beneficial owner are independent of, and not connected with, any of the directors, chief executive and substantial shareholders of any member of the Group, or any of their respective associates (as defined in the Listing Rules).

The Conversion Shares will be issued under the general mandate to issue Shares given to the Directors at the annual general meeting of the Company held on 25 May 2001.

Trading in the Shares was suspended from 10:00 a.m. on 8 March 2002 at the request of the Company pending the release of this announcement. Application has been made to the Stock Exchange for the resumption of trading in the Shares with effect from 10:00 a.m. on 11 March 2002.
THE AGREEMENT

Date and parties

The Directors announce that the Agreement has been entered into between the Company, Shenyin Finance and Farah on 7 March 2002 pursuant to which the Company has agreed to (i) issue the Note in a principal amount of HK$132,000,000 and (ii) pay HK$36,000,000 in cash to Farah in full and final settlement of the outstanding indebtedness owing by the Company and Shenyin Finance to Farah with an aggregate principal amount of HK$180,000,000 plus all interest accrued thereon, upon completion of the Agreement. As at 7 March 2002, the total interest accrued on such principal amounted to approximately HK$65,000,000.

Completion

Completion of the Agreement took place on 7 March 2002. 

Listing Approval

The Company has agreed to use its reasonable endeavours to obtain the Listing Approval from the Listing Committee of the Stock Exchange within three years from the date of issue of the Note. 

PRINCIPAL TERMS OF THE NOTE

The principal terms of the Note are summarised below:

Principal amount

HK$132,000,000

Interest

The Note bears interest only during the first three years from the date of issue of the Note on the principal amount of the Note at a rate of 3% per annum.

Maturity

Maturity of the Note was set at the third anniversary of the date of issue of the Note (the "First Maturity Date"). If the Listing Approval is obtained, the Company will be entitled to extend the term of the Note for a further period of two years until the fifth anniversary of the date of issue of the Note (the "Second Maturity Date") by giving notice in writing not less than 7 banking days before the First Maturity Date.

Conversion 

No conversion is allowed before the First Maturity Date. Subject to the Company掇 right of redemption discussed below, if the Listing Approval is obtained and the term of the Note is extended by the Company, the Noteholder is entitled to request the Company to convert an outstanding amount (principal and/or interest) of not more than HK$14,987,500 in aggregate in each quarterly period after the First Maturity Date. Such amount, if converted in full, will result in the issue of 10,000,000 Conversion Shares based on the initial Conversion Price of HK$1.49875. However, in the last quarterly period before the Second Maturity Date, the Noteholder may request the Company to convert the entire outstanding amount under the Note (principal and interest) notwithstanding that it may exceed HK$14,987,500.

A conversion notice shall be given in writing to the Company 14 banking days before the proposed conversion date setting out the outstanding amount of the Note (principal and/or interest) to be converted. By giving to the Noteholder a notice in writing of not less than 7 banking days before the proposed conversion date as set out in the conversion notice, the Company may elect to redeem the whole or any part of the proposed amount (principal and/or interest) to be converted.

Conversion Price

In the event that the term of the Note is extended to the Second Maturity Date, the Note will become convertible at the Conversion Price per Share subject to the paragraph headed "Conversion" above. The Conversion Price has been arrived at after arm掇 length negotiations between the parties with reference to the last audited net asset value per Share of approximately HK$1.50 as at 31 December 2000. The Conversion Price shall from time to time be adjusted if and whenever the Shares are consolidated or sub-divided and result in having a different nominal amount or the Company implements a capitalisation issue of Shares or capital distribution.

The Conversion Price represents a premium of about 66.53% to the closing price of HK$0.90 per Share as quoted on the Stock Exchange on 7 March 2002, being the last trading day prior to the suspension of trading of the Shares on 8 March 2002, and a premium of about 69.16% to the average closing price of HK$0.885 per Share for the last 10 trading days ended on 7 March 2002.

Redemption on the First Maturity Date

No redemption of the Note is allowed prior to the First Maturity Date. If the Listing Approval is obtained and the Company extends the term of the Note, the Company is entitled to redeem any part of the principal amount of the Note (with no minimum redemption requirement) together with interest accrued thereon by giving notice in writing not less than 7 banking days before the First Maturity Date. 

If the Listing Approval is not granted, the Company will have to settle in full the total outstanding amount of the Note, including all accrued interest on the First Maturity Date.

Redemption and/or mandatory conversion on the Second Maturity Date

If the Listing Approval is obtained and the Company extends the term of the Note, the Company may elect to redeem the whole or any part of the outstanding amount (principal and/or interest) of the Note by giving notice in writing not less than 7 banking days before the Second Maturity Date. Any outstanding amount (principal and interest) of the Note on the Second Maturity Date not previously converted or redeemed by the Company will be converted into Conversion Shares at the Conversion Price. 

Conversion Shares

Assuming that the principal amount of the Note (together with interest accrued thereon) is converted in full at the initial Conversion Price of HK$1.49875, a maximum of 96,000,000 Shares will fall to be issued, representing approximately 18.47% of the existing issued share capital of the Company and approximately 15.59% of the issued share capital of the Company as enlarged by the issue of the Conversion Shares.

The Conversion Shares will be issued under the general mandate to issue Shares granted to the Directors at the annual general meeting of the Company held on 25 May 2001. The Conversion Shares will rank pari passu in all respects with the Shares in issue as at the date of allotment of such Conversion Shares or the Second Maturity Date, as the case may be.

Voting

The Noteholder will not be entitled to attend or vote at any general meetings of the Company by reason only of it being a Noteholder.

Transferability

No assignment or transfer (whether in whole or in part) of the Note may be made unless (i) prior written consent of the Company is obtained in respect of such assignment or transfer; and (ii) the transferee is and remains a wholly-owned subsidiary of the group of companies to which the Noteholder belongs. 

Listing

No application will be made for a listing of, or permission to deal in, the Note on the Stock Exchange or any other stock exchange.

SHAREHOLDINGS IN THE COMPANY

Shenyin Wanguo Holdings (B.V.I.) Limited is the controlling shareholder of the Company holding about 51.63% of the existing issued share capital of the Company. Assuming that the Note is fully converted at the initial Conversion Price of HK$1.49875, a maximum of 96,000,000 Conversion Shares will fall to be issued and the shareholding interest of Shenyin Wanguo Holdings (B.V.I.) Limited in the Company will be reduced to about 43.58% of the issued share capital of the Company as enlarged by the issue of the Conversion Shares.

REASONS FOR THE AGREEMENT

The Group is principally engaged in the businesses of securities dealing and brokerage, futures and options dealing, corporate finance, securities research and financial services. The Directors consider that the issue of the Note is an appropriate means of settling its indebtedness owing to Farah and the issue of the Note will not have an immediate dilution effect on the shareholding interests of the existing shareholders of the Company. 

In conclusion, the Directors consider that the terms of the Agreement have been arrived at after arm’s  length negotiations between the Company and Farah, are fair and reasonable and are in the interests of the Company.

APPLICATION FOR LISTING

An application will be made to the Listing Committee of the Stock Exchange for the Listing Approval.

Suspension and Resumption of Trading in Shares

Trading in the Shares was suspended from 10:00 a.m. on 8 March 2002 at the request of the Company pending the release of this announcement. Application has been made to the Stock Exchange for the resumption of trading in the Shares with effect from 10:00 a.m. on 11 March 2002.

DEFINITIONS

In this announcement, unless the content otherwise requires, the following expressions have the following meanings:

"Agreement"
The unconditional settlement agreement entered into between the Company, Shenyin Finance and Farah dated 7 March 2002 pursuant to which the Company has agreed to (i) issue the Note in an aggregate principal amount of HK$132,000,000 and (ii) pay HK$36,000,000 in cash to Farah in full and final settlement of the outstanding indebtedness owing by the Company and Shenyin Finance to Farah with an aggregate principal amount of HK$180,000,000 plus all interest accrued thereon 

"Board"
The board of Directors

"Company"
Shenyin Wanguo (H.K.) Limited, a company incorporated in Hong Kong with limited liability, the shares of which are listed on the Stock Exchange

"Conversion Price"
HK$1.49875 per Share to be issued upon conversion of the Note, subject to adjustment

"Conversion Shares"
Shares to be issued upon conversion of the Note

"Director(s)"
The director(s) of the Company

"Farah"
Farah Investments Limited, a company incorporated in the British Virgin Islands with limited liability. Farah Investments Limited and its beneficial owner are independent of and not connected with any substantial shareholder, chief executive and directors of the Company or any of its subsidiaries or any of their respective associates (as defined in the Listing Rules)

"Group"
The Company and its subsidiaries

"Listing Approval"
The approval of the listing of, and permission to deal in the Conversion Shares to be granted by the Stock Exchange

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

"Note"
The unsecured convertible note issued by the Company to Farah on 7 March 2002 upon completion of the Agreement

"Noteholder"
Any person who is for the time being a holder of the Note

"Share(s)"
Share(s) of a nominal value of HK$0.50 each in the capital of the Company

"Shenyin Finance"
Shenyin Wanguo Finance (H.K.) Limited, a company incorporated in Hong Kong with limited liability and a wholly-owned subsidiary of the Company

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"HK$"
Hong Kong dollars


By Order of the Board


Shenyin Wanguo (H.K.) Limited


Lee Man Chun Tony 


Chief Executive Officer

Hong Kong, 8 March 2002

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