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KING PACIFIC INTERNATIONAL HOLDINGS LIMITED 

(Incorporated in Bermuda with limited liability)

PENDING LITIGATION

DELAY OF ANNOUNCEMENT OF AUDITED RESULTS

FOR THE YEAR ENDED 31ST MARCH 2000

AND DESPATCH OF 2000 ANNUAL REPORT AND ACCOUNTS

REOPENING OF NEGOTIATION WITH A U.S. INVESTOR FOR ACQUISITION OF

100% OF INTERESTS IN OCEAN ESSENCE HOLDINGS LIMITED
The Directors announce that the Company is currently seeking legal advice on two originating summons issued by Overseas Trust Bank Limited seeking payment of all sums of money due to it under several covenants and will make further announcements regarding the further development of this pending litigation as and when the Directors consider appropriate.

The Directors further announce that the announcement of the final results of the Company for the year ended 31st March 2000 and the despatch of 2000 annual report and accounts will be delayed for the reason set out below. The delay in publication of the final audited results of the Company constitutes a breach of paragraph 8(1) of the Listing Agreement by the Company and the Stock Exchange reserves its right to take action against the Company and/or its directors as a result of such breach.

The Company has signed a new non-binding letter of intent on 31st August 2000 with a U.S. Investor for a possible sale of the entire issued share capital of Ocean Essence Holdings Limited which is a wholly owned subsidiary of the Company holding the Company's 90% interest in the Wuhan Company. The consideration for the disposal is proposed to be satisfied either by an issue of shares of Z.com to the Company or partly by an issue of shares of Z.com and partly by cash. Z.com is a company incorporated in the U.S..

Pending Litigation

On 23rd August 2000, Overseas Trust Bank Limited ("OTB") issued two originating summons (the "Originating Summons") from the High Court of Hong Kong against Kan Yue Realty Limited ("Kan Yue"), a wholly-owned subsidiary of the Company which is engaged in all the property investments of the Company, and the Company under Action Nos. HCMP 4393/2000 and HCMP 4396/2000 (the "Pending Litigation").

In Action No. HCMP 4393/2000, OTB claimed for all sums of money aggregate due by the Company under two mortgages secured by certain properties owned by Kan Yue. In Action No. HCMP 4396/2000, OTB claimed for all sums of money due by Kan Yue under three mortgages secured also by certain properties owned by Kan Yue. OTB also claimed against the Company for all sums of money due under the terms of three Letters of Guarantee. No supporting affidavits have been received from OTB and no amount claimed is specified in the Originating Summons.

As the Company only received the Originating Summons and not the supporting affidavits from OTB, it is unable to ascertain the exact outstanding amount claimed by OTB under the two actions. However, the Company has received a fax from OTB whereby OTB alleged that the aggregate principal amount and interest under the 2 actions as at 30th August 2000 are approximately HK$19.9 million and HK$188,000, respectively.

The Company is currently awaiting the supporting affidavits from OTB and seeking legal advice on the Originating Summons. Without the supporting affidavits from OTB, the Directors are unable to properly accurately assess the impact and consequence of the legal proceedings on the Company's operation and financial situation. A further announcement will be made regarding the development of the Pending Litigation as soon as the Directors have received further information, obtained legal advice and as and when the Directors consider appropriate.

Delay of Announcement of Audited Results for the Year Ended 31st March 2000 and Despatch of 2000 Annual Report and Accounts

The Company has been gathering further financial information from certain PRC entities in relation to its investments in the PRC as required by the auditors for finalizing the audited financial statements of the Company for the year ended 31st March 2000 (the "Financial Year"). Due to this delay in finalizing the audited financial statements, the annual general meeting of the Company is delayed to 20th October 2000 and the announcement of audited results for the Financial Year and despatch of 2000 annual report and accounts are delayed to 28th and 30th September 2000, respectively.

As confirmed by the Company's Bermuda lawyer, the delay does not constitute a breach of the Bye-Laws of the Company or the Laws of Bermuda.

However, the delay constitutes a breach of paragraph 8(1) of the Listing Agreement which requires the Company to make such announcement and despatch within 5 months of the end of the Financial Year by 31st August 2000. The Stock Exchange reserves its right to take action against the Company and/or its directors as a result of such breach.

The Company is in the process of obtaining further financial information from certain PRC entities in relation to its investments in the PRC. This has caused delay in finalizing the unaudited financial statements of the Company for the Financial Year. However, the Company expects to be able to publish its unaudited results for the Financial Year by 15th September 2000.

The meeting of the board of Directors for approving the final results and publication of the final results in newspapers is scheduled to be held on 27th September 2000 and such announcement and despatch are scheduled to be made on 28th and 30th September 2000.

The Directors have confirmed that they have not been dealing in any securities of the Company since 31st July 2000 and have undertaken that they will not deal in any securities of the Company until announcement of the audited results for the year ended 31st March 2000 if made (except for Cheung Yiu Wing, Cheung Wing Keung, Samuel, Cheung Kung Tai, Cheung Lik Ping and Chan Kin Shing, Henry who were not contactable by the Company prior to the printing of this Announcement).

Possible Disposal of Wuhan Ocean Essence Water Factory Company Limited (the "Wuhan Company") (the "Disposal")

Reference is made to the announcement (the "Announcement") dated 17th February 2000 issued by the Company. As disclosed in the Announcement, the Company signed a non-binding letter of intent (the "Letter of Intent") on 11th February 2000 with a U.S. investor (the "U.S. Investor"), a third party independent of and not connected with the chief executive, directors or substantial shareholders of the Company or its subsidiaries or any of their respective associates, for a possible sale of the entire issued share capital of Ocean Essence Holdings Limited which is a wholly owned subsidiary of the Company holding the Company's 90% interest in the Wuhan Company.

The consideration for the Disposal was proposed to be satisfied either by an issue of shares of Z.com to the Company or partly by an issue of shares of Z.com and partly by cash. Z.com is a company incorporated in the U.S.. Z.com is a company incorporated in U.S.A. and is wholly owned by the U.S. Investor. Consideration of the Disposal is still under negotiation by the Company and the U.S. Investor.

The U.S. Investor has investments in various companies which are principally engaged in telecommunication, Internet security and logistic solutions in the U.S. and U.K.. Z.com is now principally engaged in the telecom business in the U.S.. The Wuhan Company is principally engaged in the operation of a water supplying factory located in Wuhan. The intention of the Company in the Disposal is to diversify its business and to develop new business opportunities. By disposing of the Company's interest in the Wuhan Company, in return, the Company is able to acquire interest in Z.com. Therefore, expanding its investment and business in the high technology sectors.

The negotiation was terminated by the U.S. Investor in view of a press article dated 29th March 2000 which contained certain misleading information relating to the Wuhan Company. On 31st March 2000, the Company issued an announcement to clarify its position against the content of the press article. And subsequently on 27th April 2000, the Independent Board Committee appointed by the Company issued a report which includes its findings and recommendations on its review of the Company's investment in the Wuhan Company.

On 31st August 2000, a new non-binding letter of intent was entered into between the Company and the U.S. Investor according to the same terms of the Letter of Intent. The Company will perform due diligence on the U.S. Investor and Z.com to determine if it is in the interests of the Company to proceed with the Disposal and to sign a binding agreement in respect thereof. A further announcement will be made regarding the Disposal as soon as a binding agreement has been executed and as and when the Directors consider appropriate.

As the amount of the consideration is still under negotiation, the Company cannot at this stage ascertain whether the transaction is notifiable under the Listing Rules. Shareholders should be aware that the Disposal is at a preliminary stage of negotiation and the terms of the Disposal are yet to be finalized. The Disposal may or may not proceed. Therefore, Shareholders and potential investors should take caution when dealing in the securities of the Company.


By Order of the Board


King Pacific International Holdings Limited


Cheng Chao Ming, Jenson


Chairman and Managing Director

Hong Kong, 2nd September 2000
Please also refer to the published version of this announcement in theHong Kong iMail
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