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HOP HING HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

PROPOSAL FOR THE SEPARATE LISTING OF

HOP KIN HOLDINGS LIMITED

ON THE GROWTH ENTERPRISE MARKET 

OF THE STOCK EXCHANGE OF HONG KONG LIMITED

and

Discloseable AND CONNECTED Transactions

Co-operative Agreement 

On 24 May 2000, HHPP and DGHL, both wholly-owned subsidiaries of the Company, entered into a conditional agreement with the PRC Partner and Successful Day for co-operation between the parties in the development of HKH Group's edible oils business in the PRC. Upon the Co-operative Agreement becoming unconditional and the HKH Group obtaining the Basic Loan, Successful Day, a wholly-owned subsidiary of the PRC Partner, will become a substantial shareholder of HKH, holding approximately one-third and approximately 25% respectively of the issued share capital of HKH immediately before and after the HKH Placing. Performance of the Co-operative Agreement will constitute a deemed disposal of the Company's interests in HKH, a major subsidiary of the Company, and the Co-operative Agreement will be subject to Shareholders' approval at the SGM. The sourcing of edible oils by the HKH Group from the PRC Partner will constitute connected transactions for the Company. The Company will make an application to the Stock Exchange for exemption from strict compliance with the relevant requirements for connected transactions under the Listing Rules.

The Co-operative Agreement is conditional upon (i) the passing by the Shareholders at the SGM of the resolution approving the entering into of the Co-operative Agreement; and (ii) the consent of the bank creditors of the Company.

Spin-off

The Company proposes to effect the Spin-off by way of the HKH Placing, and a listing application has been made to the Stock Exchange for the listing of, and permission to deal in, the HKH Shares on GEM. The HKH Placing will be subject to the approval of the Shareholders at the SGM. In connection with the HKH Placing, the Qualifying Shareholders will be offered the opportunity to subscribe for the Reserved HKH Shares on an assured basis under the terms of the Preferential Offer. Details of the assured basis of the Preferential Offer will be the subject of a further announcement at a later stage.

No decision has yet been by the Board as to whether and when the HKH Placing will be made. Such decision is dependent upon, inter alia, the conditions set out below. A further announcement will be made by the Company in relation to the HKH Placing if and when necessary.

The implementation of the Spin-off will be conditional upon:

1.
the Shareholders passing an ordinary resolution at the SGM to approve the Spin-off;

2.
the GEM Listing Committee granting the listing of, and permission to deal in, all the HKH Shares in issue and to be issued pursuant to the HKH Placing and the Convertible Note;

3.
the approval from the Bermuda Monetary Authority for the issue of the Convertible Note and the new HKH Shares to be issued thereunder; and

4.
agreement and implementation of refinancing arrangements with the Company's bank creditors.

A circular containing details of the Co-operative Agreement, the Spin-off and the continuing connected transactions, letters of advice from the independent board committee of the Company and the independent financial adviser to the independent board committee and the notice of SGM will be despatched to Shareholders and, for information only, holders of warrants as soon as practicable.

CO-OPERATIVE AGREEMENT DATED 24 MAY 2000

Parties:
(i)
HHPP and DGHL, both wholly owned subsidiaries of the Company

(ii)
PRC Partner and Successful Day, a wholly-owned subsidiary of the PRC Partner

Prior to entering into the Co-operative Agreement, each of the PRC Partner and Successful Day was an independent third party and was not connected with the Company, the directors, chief executive or substantial shareholders of the Company or any of its subsidiaries or any of their respective associates.

Principal terms

The principal terms of the Co-operative Agreement can be  summarised as follows:

(i)
the PRC Partner will assist the HKH Group to obtain edible oils for sale in the PRC so that, through such assistance, the HKH Group will obtain a minimum of 30,000 tonnes of imported edible oils per annum for a term of 3 years ending 24 May 2003 at prices below the prevailing market prices; thereafter, the annual minimum quantity of imported edible oils supply will be increased annually with reference to the growth in business of the HKH Group in the PRC at rates to be determined by the parties through consultation;

(ii)
the PRC Partner will use its best endeavours to assist the HKH Group in carrying out its business in the PRC (including but without limitation, the assistance mentioned in (i) above) so as to increase its profits with the aim that the HKH Group shall obtain after tax profit from the use of the preferential supplies referred to in (i) above of not less than RMB20 million per annum for each of the 3 years ending 24 May 2003; thereafter, the profit target will be increased annually with reference to the growth in business of the HKH Group in the PRC at rates to be determined by the parties through consultation;

(iii)
the PRC Partner will use its best endeavours to fully assist the HKH Group to develop and expand its edible oil business in the PRC, including assisting the HKH Group to obtain the right to sell in the PRC 30% of the crude oil which it imports and processes in the PRC;

(iv)
the PRC Partner will assist the HKH Group to obtain bank borrowings in the PRC (within less than 21 days from the signing of the Co-operative Agreement) of not less than RMB140 million  (inclusive of certain existing borrowings) for an initial term of not less than one year, renewable for at least two additional terms of one year each (the ``Basic Loan''); 

(v)
the PRC Partner will further arrange for a bank to lend to the HKH Group (within 45 days from the signing of the Co-operative Agreement) a total amount of RMB50 million for a term of one year renewable for a term of one year (``Additional Loan''). Of the Additional Loan, RMB20 million shall be repaid within 6 months after full receipt of both the Basic Loan and the Additional Loan;

(vi)
upon the Co-operative Agreement becoming unconditional and the HKH Group obtaining the Basic Loan, DGHL will issue to Successful Day, a wholly-owned subsidiary of the PRC Partner, shares equivalent to one-third of the issued share capital of DGHL. Under the reorganisation which will precede the HKH Placing, Successful Day will receive one third of the issued HKH Shares (not including the Placing Shares) in exchange for its shares in DGHL;

(vii)
so long as Successful Day holds 20% of the issued share capital of HKH or more, Successful Day will be entitled to appoint one director of HKH;

(viii)
the PRC Partner will be entitled, if the Company sells any HKH Shares (up to maximum of 10% of the HKH Shares which will be in issue following the HKH Placing), to the excess of the sale price over the price at which HKH Shares are issued under the HKH Placing;

(ix)
after the listing of the HKH Shares, if either the PRC Partner or Successful Day fails to perform their respective obligations in respect of procuring supplies of edible oils to the HKH Group or arrange bank financing for the HKH Group as provided in the Co-operative Agreement or performance of any such respective obligations would breach any laws and regulations in the PRC or seriously breaches any provision in the Co-operative Agreement, DGHL and HHPP will be entitled to claim damages, the PRC Partner and Successful Day will lose its entitlement as described in (viii) above and, if the failure or breach occurs within 36 months of the listing of the HKH Shares on GEM, HHPP may require the PRC Partner or Successful Day to transfer the HKH Shares issued to it pursuant to the Co-operative Agreement (``PRC Partner Shares'') to HHPP or its nominee, at a price equal to:

(a)
the after tax profits of HKH during the period when the PRC Partner Shares are held by Successful Day attributable to the PRC Partner Shares after deducting therefrom any dividend or other distribution which may have been received by Successful Day in respect of the PRC Partner Shares (``Basic Transfer Price'');

(b)
the aggregate of the Basic Transfer Price and RMB5,000,000, if HHPP exercises its right within 12 months after the expiration of 12 months from the listing of the HKH Shares; and

(c)
the aggregate of the Basic Transfer Price and RMB10,000,000, if HHPP exercises its right within 12 months after the expiration of 24 months from the listing of the HKH Shares.

Provided that if, by the time HHPP exercises its right, Successful Day has already disposed of any part of the PRC Partner Shares, the transfer price will be reduced proportionately.

(x)
the PRC Partner or Successful Day may not (directly or indirectly) or procure any other third party to engage in business which competes with the HKH Group; and

(xi)
so long as (i) the status quo of the corporate structure and management of the PRC Partner Group and its relationship with CAPATEC and MOFTEC (or a PRC Ministry of equal ranking) is maintained, (ii) the PRC Partner Group performs all its obligations under the Co-operative Agreement and (iii) Successful Day holds one-third of the issued share capital of DGHL and, after listing of the HKH Shares, 20% of the issued share capital of HKH or more, DGHL will procure and ensure, among other things, that the HKH Group will not co-operate with any third party in the same way as it co-operates with the PRC Partner under the Co-operative Agreement. 

Consideration

The consideration due to Successful Day under the Co-operative Agreement of one third interest in the issued share capital of DGHL has been arrived at after arm's length negotiations with reference to (i) contractual obligations to be performed by the PRC Partner under the Co-operative Agreement as mentioned above; (ii) the audited consolidated net asset value of HKH Group as at 31st December, 1999 of approximately HK$158 million; (iii) the expected shareholding interest of the PRC Partner in HKH of approximately 33% following the Co-operative Agreement becoming unconditional; and (iv) the difference between the price of edible oils sourced from the PRC Partner in 1999 and the wholesale price of edible oils in the PRC in 1999. The Directors consider that the terms of the Co-operative Agreement to be in the interests of HKH Group and that they are fair and reasonable.

Following the HKH Placing, on the basis that 25% of the new HKH Shares will be issued under the HKH Placing, the shareholding interest of the PRC Partner in the enlarged issued capital of HKH is expected to dilute to approximately 25%.

Conditions precedent

The Co-operative Agreement is conditional upon (i) the passing by the Shareholders at the SGM of the resolution approving the entering into of the Co-operative Agreement; and (ii) the consent of the bank creditors of the Company.

INFORMATION ON AND RELATIONSHIP WITH THE PRC PARTNER

The PRC Partner is a company incorporated in the PRC whose principal business activities are import and export trading and processing trade. The registered capital of the PRC Partner is RMB10 million.  The PRC Partner is owned as to 90% and 10% by Mr. Zong Yao Zu and Ms. Yu Siu Sin respectively. The PRC Partner was incorporated on 13th July, 1993. The PRC Partner's superior institute () is CAPATEC from which the PRC Partner receives support and guidance. CAPATEC's superior institute () is MOFTEC. Pursuant to the Co-operative Agreement, Successful Day, which is wholly-owned by the PRC Partner, will become a shareholder of HKH, holding one-third of the issued share capital of HKH before the Placing. Following the Placing, the effective shareholding of Successful Day in HKH will be diluted to approximately 25%.

The relationship between HKH and the PRC Partner was established in the first half of 1999. The PRC Partner considered that it could complement the existing strengths of the HKH Group in the PRC edible oils market by making available to the HKH Group its extensive network of connections in the PRC, thereby laying the foundation of a successful strategic alliance. The PRC Partner commenced from mid-1999 to assist the HKH Group in increasing the import of crude and refined oils into the PRC through the introduction of authorised import agents and quota holders to the HKH Group.

The PRC Partner was one of the top five suppliers to the HKH Group for the year ended 31st December, 1999, with the amount of crude oils purchased from the PRC Partner accounting for approximately 8% of HKH Group's total crude oils purchases in that year. Details of the connected transactions between the HKH Group and the PRC Partner are set out in section headed ``Connected transactions'' below.

REASONS FOR AND BENEFITS OF THE CO-OPERATIVE AGREEMENT

As explained in the 1998 annual report of the Company, due to the abrupt change in the PRC regulations on the edible oils industry, the HKH Group had a difficult year in 1998. In light of the regulatory changes, the HKH Group sought to identify an appropriate local partner for co-operation in its development of the edible oils business in the PRC. Having taken into account the various strengths of the Group in the PRC edible oils market, the PRC Partner commenced co-operation with the HKH Group in developing the PRC Business in mid-1999. The Co-operative Agreement formalises existing co-operation between HKH Group and the PRC Partner. 

Performance of the Co-operative Agreement is expected to increase the profitability of the PRC Business and its access to markets and finance in the PRC. As the Group will, following the HKH Placing, be the controlling shareholder of HKH, this is expected to benefit the Group and to outweigh the dilution of the Group's interest in the PRC Business resulting from the issue of HKH Shares to the PRC Partner. On this basis, the Directors consider that the entry into the Co-operative Agreement is in the best interests of the Company and the Shareholders.

SPIN-OFF

Separate listing

HKH was incorporated for the purpose of holding and managing the PRC Business. It is proposed that, subject to the conditions set out below, HKH will obtain a listing on GEM by way of the HKH Placing. Pursuant to the Spin-off, it is expected that approximately 25% of the enlarged issued share capital of HKH will be made available to professional, institutional and other investors by way of a placing and the Preferential Offer. Upon completion of the Co-operative Agreement and the listing of HKH Shares on GEM, the Company will be interested in approximately 50% of the enlarged issued share capital of HKH.

HKH Placing

Vickers is the sponsor to HKH for the listing of HKH Shares on GEM. The HKH Placing is also being managed by Vickers. The Directors are in discussion with Vickers on the terms of the HKH Placing. The final price per HKH Share under the HKH Placing has yet to be determined and is expected to be fixed on or before 30 June 2000 by agreement between HKH and Vickers. Subject to the satisfactory negotiation of the terms of the HKH Placing, the HKH Placing is expected to raise approximately HK$30--50 million before expenses. Application has been made to the Stock Exchange for the listing of, and permission to deal in, the HKH Shares on GEM.

Preferential Offer

In order to enable the Shareholders to participate in the HKH Placing on a preferential basis, Qualifying Shareholders will be  invited to apply for the Reserved HKH Shares in the HKH Placing on an assured basis to be determined in due course.  It is currently expected that the total number of Reserved Shares will represent approximately 7.5% of the enlarged issued share capital of HKH upon listing of its shares on GEM.  Details of the Preferential Offer will also be set out in the Circular.

A further announcement will be made by the Company as soon as practicable as to the actual number of Reserved Shares, the basis of Assured Entitlements and the determination of the Record Date and the dates for the closure of register of members.

The Convertible Note

As part of the Restructuring, HKH will issue to a wholly-owned subsidiary of the Company the Convertible Note in the principal amount of HK$88 million.  The issue will be made in consideration of cancellation of a shareholder's loan owed by HKH to the Group for the same amount. The principal terms of the Convertible Note are summarised as follows:

Principal amount:
HK$88 million

Initial conversion price:
125% of the issue price per HKH Share under the HKH Placing

Interest:
The prevailing Hong Kong dollars prime lending rate specified by The Hongkong and Shanghai Banking Corporation Limited from time to time

Term:
From the date of issue of the Convertible Note to the business day last preceding the fourth anniversary of the date of issue of the Convertible Note (``Maturity Date''). The Convertible Note may also be redeemed, in whole or in part, at any time from the second anniversary of the date of issue of the Convertible Note at the option of HKH for such principal moneys outstanding together with all accrued and unpaid interest.

Conversion rights:
The Convertible Note carries the right to convert in whole or in part (in an amount or integral multiple of HK$10 million) the outstanding principal amount of the Convertible Note into HKH Shares at any time after the expiry of 18 months from the date of issue until the Maturity Date. Unless the holder of the Convertible Note has previously converted the Convertible Note into HKH Shares, HKH shall repay to the holder of the Convertible Note the principal amount outstanding under the Convertible Note plus any accrued interest up to and including the date of repayment upon the Maturity Date. Notwithstanding the above, if the aggregate beneficial shareholding of the holder of the Convertible Note and its associates in HKH is less than 35% of the Equity Share Capital (as defined in the Convertible Note) the Noteholder may convert the Convertible Note in whole or in part into HKH Shares and if the aggregate beneficial shareholding of the PRC Partner and/or its associate(s) in HKH is not more than 25% of the Equity Share Capital, the extent to which the conversion may be made as described in this paragraph shall in no event result in the aggregate beneficial shareholdings of the holder of the Convertible Note and/or its associate(s) and the PRC Partner and/or its associate(s) in HKH being more than 65% of the Equity Share Capital.

Transferability:
The Convertible Note may not be assigned or transferred prior to the expiry of 18 months from the date of issue of the Convertible Note. Thereafter, the Convertible Note may be assigned or transferred in whole or in amounts of not less than HK$10 million (and in integral multiples thereof) of its principal amount outstanding (save that if at any time, the principal outstanding amount of the Convertible Note is less than HK$10 million the whole (but not part only) of the principal outstanding amount of the Convertible Note may be transferred) subject to the conditions, approvals, requirements and any other provisions of or under:


(i) the Stock Exchange (and any other stock exchange on which the HKH Shares may be listed at any relevant time) or their rules and regulations;


(ii) the approval of the listing on GEM of the HKH Shares to be issued upon conversion of the Convertible Note;


(iii) the approval from the Bermuda Monetary Authority for the transfer of the Convertible Note; and


(iv) all applicable laws and regulations and approvals.

Listing:
Listing will not be sought for the Convertible Note on any stock exchange

Upon exercise of the conversion rights attaching to the Convertible Note in full, it is anticipated that a total of 200 million new Shares will be issued, which represent approximately 29% of the issued share capital of HKH as enlarged by such conversion.

Conditions of the Spin-off

The implementation of the Spin-off will be conditional upon:

1.
the Shareholders passing an ordinary resolution at the SGM to approve the Spin-off;

2.
the GEM Listing Committee granting the listing of, and permission to deal in, all the HKH Shares in issue and to be issued pursuant to the HKH Placing and the Convertible Note;

3.
the approval from the Bermuda Monetary Authority for the issue of the Convertible Note and the new HKH Shares to be issued thereunder; and

4.
agreement and implementation of refinancing arrangements with the Company's bank creditors.

If these conditions are not fulfilled on or before 31st August, 2000, the Spin-off will not proceed.

Plans for the Group

In view of the changes taking place in the Group's business environment the Directors consider that in order to remain competitive, the Group needs to re-focus its business and to identify opportunities for business development based on the Group's core businesses expertise.   The Directors have reviewed the Group's principal businesses and have resolved to restructure the Group's principal business into the following areas:

(i) 
Industrial operations --- production and distribution of edible oils in Hong Kong and Macau and, through the HKH Group, in the PRC;

(ii) 
Property investment  --- this contributes to income stability by providing a recurring stream of income from property;

(iii) 
Strategic investment --- identification of food-related business partners in Hong Kong and elsewhere for business collaboration and co-operation which can add value to or provide synergy with the Group through the formation of strategic alliances or cross-holdings; and

(iv)
e-commerce initiative --- development of a B to B platform in collaboration with the Group's PRC Partner and parties outside the PRC, utilising the Group's expertise in distribution logistics management and existing warehousing facilities.

Benefits of the Spin-Off

The Directors consider that the Spin-off will be beneficial for both the Company and HKH for the following reasons:

(i)
following the HKH Placing, HKH Group will be in a position to develop an identity as an independent listed group, with the ability to access the debt and equity markets to fund further development of its business and to increase its profile and exposure in the development of the PRC Business; 

(ii)
the HKH Placing will enlarge the capital base of HKH, which the Directors believe will provide financial resources for HKH's expansion in the PRC;

(iii)
a separate listing of HKH will increase the operational and financial transparency of HKH and offer investors with different attitudes towards risk and reward the flexibility of investing in the PRC business (by holding HKH Shares) or investing in all the businesses of the Group (by holding Shares); and

(iv)
the Directors believe that the separate listing of HKH will enable future fund raising by the Company to be focused on the development of its core businesses in Hong Kong. 

Following the Spin-off, the Directors believe that the Group will be able to focus on the development of its other business activities and will continue to offer attractive investment opportunities to the Shareholders. 

Change in Shareholding Structure

The expected shareholding structure of the Group immediately before and after completion of the Co-operative Agreement and the HKH Placing can be shown in summary form as follows:
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Note:
This assumes no conversion of the Convertible Note.

INFORMATION ON HKH

HKH was incorporated in Bermuda on 25th February, 2000. It is the holding company of HKH Group. HKH Group is principally engaged in the production and distribution of various types of edible oils in the PRC. The directors of HKH believe that HKH Group is one of the leading producers of edible oils in the southern part of the PRC. The types of edible oils produced and distributed by HKH Group in the PRC include peanut oils, rapeseed oils, soybean oils, corn oils, salad oils and palm oils. For the two years ended 31st December, 1999, the net loss before and after taxation attributable to HKH Group amounted to approximately HK$145.2 million and approximately HK$144.7 million respectively for the year ended 31st December, 1998; and approximately HK$27.4 million and approximately HK$28.0 million respectively for the year ended 31st December, 1999. As at 31st December, 1999, the unaudited pro forma net tangible asset value of the HKH Group amounted to approximately HK$158 million. The main reason for the losses incurred in 1998 and 1999 was the abrupt adverse change in the regulatory environment for the edible oils market in the PRC such that the HKH Group's crude oils purchased outside the PRC could not be imported into the PRC for processing. This regulatory change led to an increase in HKH Group's inventory level and its storage and finance costs and resulted in forced disposal of edible oils in the international market at a loss.

HKH has prepared a draft prospectus for the purpose of the HKH Placing and such prospectus together with the GEM listing application was submitted to the Stock Exchange on 23 May 2000 for vetting.  Further details of HKH's business will be given in the Circular. The information on HKH set out in this announcement assumes completion of HKH's internal reorganisation which will precede the Spin-off.

RELATIONSHIP BETWEEN THE GROUP AND HKH Group

After completion of the Co-operative Agreement, the Company will hold approximately two-thirds of the issued share capital of HKH. Following the HKH Placing, the Company's interests in HKH will be diluted to approximately 50%. The Company will remain the largest single shareholder of HKH.

HKH Group is principally engaged in the PRC Business. The business of HKH Group is separate and geographically distinct from that of the Group, with limited sharing of resources and expertise and provision of operational support by the Group to HKH. HKH Group has its own range of functional departments, including procurement, extraction, refining, bottling, warehousing and delivery, engineering and maintenance, marketing and sales, accounting, treasury, information technology and personnel administration, all of which operate independently from the Company. After the Spin-off, the Group will continue to be engaged in the production and distribution of edible oils in Hong Kong and property investment in Hong Kong and to implement its other business strategies.

Licence agreement

To support HKH Group's business in the PRC, the Group has granted to the HKH Group the exclusive right to use the Company's trademarks in relation to HKH Group's edible oils business in the PRC. Annual royalties of 0.5% of HKH Group's sales of such branded products for the first 10 years rising by annual increases of 0.1% to a maximum of 1.5% are charged by the Group. Such royalties will be increased to 3% of the Group's sales of the branded products, if the Group holds less than 30%, and at the same time the PRC Partner holds more than 20% or less than 25% of the total issued share capital of HKH from time to time (and, in the latter case, as a result of any cause other than (i) the PRC Partner Group and its associates reducing their holding of the HKH Shares below their holding as at the initial listing of the HKH Shares by not more than such number of HKH Shares as representing 5% of the issued share capital of HKH from time to time and (ii) the conversion of the Convertible Note or any part thereof resulting in an increase of the issued share capital of HKH). The licence agreement shall continue in force in respect of the trademarks for 10 years renewable for a further 10 years unless terminated by any party with sixty days prior written notice upon a material breach of the terms of the licence agreement or insolvency of any other party. For the year ended 31st December, 1999, royalties charged by the Group amounted to approximately HK$1.25 million.

The chairman of HKH, Mr Liu Chi Keung, Ricky, and a vice chairman of HKH, Mr. Han Kin Yee, are also Directors of the Company. Messrs. Liu Chi Keung, Ricky and Han Kin Yee will be responsible for the policy direction and strategic planning and the corporate finance activities of the HKH Group respectively and will devote such time as is required to the management of the HKH Group.

The Company will undertake to HKH that it will not, and will use its best endeavours to procure that none of its other directly and indirectly held subsidiaries and associated companies will, either alone or jointly with another person, directly or indirectly, carry on or be engaged directly or indirectly in any business that may compete directly or indirectly, with the PRC Business or any business engaged in by HKH Group from time to time.

Such undertakings will terminate on the occurrence of the earlier of:

(i)
the date on which the HKH Shares cease to be listed on GEM; and

(ii)
the date on which the Company ceases to control directly or indirectly 30% or more of the voting rights attaching to the HKH Shares.

CONNECTED TRANSACTIONS

Certain transactions between HKH Group and the PRC Partner will constitute connected transactions for the Company following the listing of HKH Shares on GEM.

Pursuant to the Co-operative Agreement, the PRC Partner is obliged, among other things, to assist HKH Group to obtain imported edible oils at prices more favourable than prevailing market prices. HKH Group began to purchase edible oils from the PRC Partner in September 1999. For the year ended 31st December, 1999, edible oils purchased from the PRC Partner amounted to approximately HK$47.9 million.

In the opinion of the Directors, the transactions mentioned above have been or will be entered into by the members of the Group and the PRC Partner on normal commercial terms and in their usual and ordinary course of businesses and are fair and reasonable so far as the shareholders of the Company, taken as a whole, are concerned.

Waivers

Pursuant to the Listing Rules, by virtue of the PRC Partner becoming a substantial shareholder of HKH while HKH will remain a subsidiary of the Company following the listing of HKH Shares on GEM, the transactions to be entered into between the Group and the PRC Partner constitute connected transactions. The Directors consider that, as such transactions are and will be conducted in the ordinary and usual course of business of HKH upon normal commercial terms and are of a continuing nature, it would be impractical for the Company to make disclosure or, if necessary, to obtain independent shareholders' approval for the transactions each time they occur. Accordingly, the Company will apply to the Stock Exchange for a waiver from strict compliance with the relevant requirements of Listing Rules in relation to the above connected transactions.

HKH Options

It is proposed that each of the two independent non-executive directors of HKH namely Cheng Ming Fun, Paul and David Austin Morris will be granted 2,400,000 HKH Options at an initial subscription price identical to the issue price under the HKH Placing. Upon full exercise of such HKH Options, it is intended that the shareholding of each of the two independent non-executive directors of HKH will not exceed 1% of the then issued share capital of HKH. The grant of the HKH Options also constitutes a connected transaction for the Company and will be subject to approval by the Shareholders.

SGM

Resolutions will be proposed at the SGM to approve (i) entry into the Co-operative Agreement; (ii) the Spin-off; and (iii) the connected transactions referred to in this announcement.

GENERAL 

A circular containing details of the Co-operative Agreement, the Spin-off and the continuing connected transactions, letters of advice from the independent board committee of the Company and the independent financial adviser to the independent board committee in respect of the Co-operative Agreement, the Spin-off and the continuing connected transactions and the notice of SGM will be despatched to Shareholders and, for information only, holders of warrants as soon as practicable.

Shareholders, holders of warrants to subscribe for Shares and potential investors should note that the Spin-off and the HKH Placing, which are subject to a number of legal conditions and to market conditions, may or may not proceed. Accordingly, they are urged to exercise extreme caution when dealing in securities of the Company and to consult their advisers if they think fit.

DEFINITIONS

``Assured Entitlements''
the assured entitlements of the Qualifying Shareholders to apply for HKH Shares under the Preferential Offer

``Board''
the board of Directors

``CAPATEC''
China Asia-Pacific Association for Promoting Trade and Economic Corporation

``Circular''
the Company's circular to be despatched to Shareholders setting out, among other things, the details of the Co-operative Agreement, the Spin-off, the Preferential Offer, the advice from the independent board committee and the independent financial adviser and the notice of the SGM

``Company''
Hop Hing Holdings Limited, an exempted company incorporated in Bermuda with limited liability and the Shares of which are listed on the Stock Exchange

``Convertible Note''
a convertible note to be issued by HKH to HHPP in the principal amount of HK$88 million the terms of which are summarised above in this announcement

``Co-operative Agreement''
the conditional agreement dated 24 May 2000 entered into between HHPP, DGHL, Successful Day and the PRC Partner relating to the terms of co-operation between the parties in the development of the Group's edible oil businesses in the PRC.

``DGHL''
Delightful GEM Holdings Limited, an indirect wholly-owned subsidiary of HKH

``Directors''
directors of the Company

``GEM''
Growth Enterprise Market of the Stock Exchange

``GEM Listing Rules''
the Rules Governing the listing of Securities on GEM

``Group''
the Company and its subsidiaries (excluding HKH Group)

``GZTC''
GZ Trust Corporation, the controlling shareholder of the Company, holding approximately 66.4% of the issued share capital of the Company.

``HHPP''
Hop Hing Packaging (Pan Yu) Limited, an indirect wholly-owned subsidiary of the Company

``HKH''
Hop Kin Holdings Limited, an indirect wholly-owned subsidiary of the Company prior to the Spin-off

``HKH Group''
HKH and its subsidiaries or, during the period before HKH become the holding company of its present subsidiaries, those subsidiaries (or those of them in existence at the relevant time)

``HKH Options''
an aggregate of 4,800,000 HKH Share options to be granted by HKH to two of its independent non-executive directors entitling each of them to subscribe for 2,400,000 HKH Shares at the placing price under the HKH Placing at any time after the expiry of six months from the date of listing of the HKH Shares on GEM to the third anniversary of the date of grant

``HKH Placing''
the proposed placing of new HKH Shares referred to in this announcement

``HKH Share(s)''
share(s) of HK$0.10 each in the share capital of HKH

``Hong Kong''
the Hong Kong Special Administrative Region of the PRC

``Latest Practicable Date''
22 May 2000 being the latest practicable date prior to the publication of this announcement for the purpose of ascertaining certain information referred to in this announcement

``Listing Rules''
Rules Governing the Listing of Securities on the Stock Exchange

``MOFTEC''
Ministry of Foreign Trade and Economic Co-operation

``Overseas Shareholders''
Shareholders whose address on the register of members of the Company were outside Hong Kong on the Record Date

``PRC''
the People's Republic of China which, for the purposes of this circular, does not include Hong Kong

``PRC Business''
the production and distribution of edible oils by HKH Group in the PRC

``PRC Partner''
廣州市僑建實業發展公司, a company incorporated in the PRC

``Preferential Offer''
the preferential offer to the Qualifying Shareholders for subscription of the Reserved HKH Shares on and subject to the terms and conditions stated in the Prospectus and in the application forms relating thereto

``Prospectus''
the prospectus to be issued in relation to the HKH Placing

``Reserved HKH Shares''
HKH Shares reserved for the Qualifying Shareholders under the Assured Entitlements

``Qualifying Shareholders''
Shareholders, other than the Overseas Shareholders, whose names appear on the register of members of the Company at the close of business on the Record Date

``Record Date''
the date for ascertaining the Assured Entitlements

``Restructuring''
the restructuring of the Company's subsidiaries in preparation for the Spin-off

``SDI Ordinance''
the Securities (Disclosure Of Interests) Ordinance (Chapter 396 of the Laws of Hong Kong) (as amended from time to time)

``SGM''
the special general meeting of the Company to approve the entering into of the Co-operation Agreement, the Spin-off and certain connected transactions

``Share(s)''
share(s) of HK$0.10 each in the share capital of the Company

``Shareholders''
holders of Shares

``Spin-off''
the proposed separate listing of HKH on GEM by way of the HKH Placing

``Stock Exchange''
The Stock Exchange of Hong Kong Limited

``Successful Day''
Successful Day Co., Ltd., a company incorporated in the British Virgin Islands and wholly-owned by the PRC Partner

``Vickers''
Vickers Ballas Capital Limited, a registered investment adviser under the Securities Ordinance, Chapter 333 of the Laws of Hong Kong

``HK$'' and ``cents''
Hong Kong dollars and cents respectively

``US$''
United States dollars


For and on behalf of


HOP HING HOLDINGS LIMITED


Hung Hak Hip


Chairman

Hong Kong, 24 May 2000
Please also refer to the published version of this announcement in the (Hongkong Standard)
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