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The board of directors (the "Board") of Karce International Holdings Company Limited (the "Company") is pleased to announce that the Company, First Securities (HK) Limited, Polaris Securities (H.K.) Ltd., Masterlink Securities (H.K.) Corp. Ltd. and President Securities (Hong Kong) Limited (together known as the "Placing Agents") entered into a conditional placing agreement (the "Agreement") on 25th August, 2000 whereby the Company has agreed to appoint the Placing Agents and the Placing Agents have agreed to accept the appointment as placing agents on a best endevaour basis in respect of the placing (the "Placing") of an aggregate of 90,000,000 new ordinary shares (the "Placing") of HK$0.10 each (the "Placing Shares") in the capital of the Company at a price of HK$0.45 per Share (the "Placing Price").

Completion of the Agreement is conditional upon, among other things, (a) the Listing Committee of the Stock Exchange granting approval for the listing of, and permission to deal in, the Placing Shares; and (b) the obligation of the Placing Agents becoming unconditional and not being terminated in accordance with the terms of the Agreement, including provisions regarding force majeure event.

Agreement dated 25th August, 2000

Issuer

Karce International Holdings Company Limited

Placing Agents

Each of the Placing Agents is independent third party not connected with any of the directors, chief executive or substantial shareholders of the Company or its subsidiaries and their respective associates (as defined in the Listing Rules).

Number of shares to be placed

90,000,000 new Shares of which 72,220,000 Shares will be placed by First Securities (HK) Ltd., 6,668,000 Shares will be placed by Polaris Securities (H.K.) Ltd., 6,668,000 Shares will be placed by Masterlink Securities (H.K.) Corp. Ltd. and 4,444,000 Shares will be placed by President Securities (Hong Kong) Limited.

The Placing Shares represent (1) 20% of the Company's total issued share capital as at the date of this announcement; and (2) approximately 16.67% of the Company's issued share capital as enlarged by the issue of the Placing Shares.

The Placing Shares, when fully paid, will rank pari passu in all respects with the existing Shares in issue, including the right to receive all dividends and distributions which may be declared, made or paid after the date of completion of the Placing. The Placing Shares will be issued under the general mandate granted to the directors of the Company at the annual general meeting of the Company held on 28th June, 2000.

Placees

The Placing Agents undertake on a best endeavour basis to place the Placing Shares to placees who are independent institutional and/or professional investors not associated with any of the directors, chief executive or substantial shareholders of the Company or its subsidiaries and their respective associates (as defined in the Listing Rules).

Placing Price

The Placing Price of HK$0.45 per Share represents a discount of approximately 25 per cent. to the closing price of HK$0.60 per Share as quoted on the Stock Exchange on 25th August, 2000, being the last trading day in the Shares on the Stock Exchange prior to the publication of this announcement and a discount of approximately 27.4 per cent. to the average closing price of HK$0.62 per Share as quoted on the Stock Exchange on the last ten trading days up to and including 25th August, 2000.

The Placing Price was negotiated on an arm's length basis between the Company and the Placing Agents. The Board considers that the terms of the Placing are fair and reasonable and the Placing is in the interests of the Company and its shareholders as a whole.

Conditions of the Agreement

Completion of the Agreement is conditional upon, among other things, (a) the Listing Committee of the Stock Exchange granting approval for the listing of, and permission to deal in, the Placing Shares; and (b) the obligation of the Placing Agents becoming unconditional and not being terminated in accordance with the terms of the Agreement, including provisions regarding force majeure event.

Completion of the Agreement is expected to take place on or about 15th September, 2000 or such later date to be agreed between the Company and the Placing Agents.

Reasons for the Placing and use of net proceeds

The Company is an investment holding company. The principal activities of its subsidiaries are the manufacture and trading of electronic products. To cope with the Group's business expansion and for general working capital purposes, the Directors consider that it is in the interests of the Company and its shareholders to enhance the capital base of the Company by way of placing of new shares. The net proceeds derived from the Placing is estimated to be approximately HK$38 million and will be used as follows:

a)
approximately HK$18 million for developing new products including Personal Data Assistant ("PDA"), web camera and telecommunication products;

b)
approximately HK$5 million for the promotion of the electronic organisers and other electrical products; and

c)
approximately HK$15 million as working capital of the Group.

Controlling shareholder's interest in the Company

As at the date of this announcement, Sapphire Profits Limited ("Sapphire Profits"), the controlling shareholder of the Company, is beneficially interested in 231,180,000 Shares, representing (1) approximately 51.37% of the Company's total issued share capital as at the date of this announcement; and (2) approximately 42.81% of the Company's issued share capital as enlarged by the issue of the Placing Shares.

For and on behalf of the Board

Karce International Holdings Company Limited

Tong Shek Lun

Chairman and Managing Director

Hong Kong SAR, 25th August, 2000

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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