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THE KWONG SANG HONG INTERNATIONAL LIMITED

(Incorporated in Bermuda with limited liability)

Connected Transaction

Acquisition of 20.3% of the beneficial interest in

Shanghai Golden Sea Building Limited and the related contracts

and the setting off of the outstanding loans

The Directors are pleased to announce that by the Agreement, (1) the 1st Vendor agreed to sell 19.7% of the Existing Trust Properties to Digi-Star in consideration of Digi-Star assuming all liability of the 1st Vendor to repay the 1st Loan to KSH in place of the 1st Vendor; and (2) the 2nd Vendor agreed to sell 0.6% of the Existing Trust Properties to Digi-Star in consideration of Digi-Star assuming all liability of the 2nd Vendor to repay the 2nd Loan to KSH in place of the 2nd Vendor.

The 1st Vendor is a substantial shareholder of Shanghai Golden Sea, an indirect 70% owned subsidiary of the Company.  Ms. Lam Guo, also known as Ms. Ning Ko, is a director of Shanghai Golden Sea.  The 2nd Vendor and Ms. Lam Guo are directors and controlling shareholders of the 1st Vendor.  Furthermore, Digi-Star is an indirect wholly-owned subsidiary of the Company.  The Acquisition therefore constitutes a connected transaction for the Company under the Listing Rules.  As the total consideration for the Acquisition is or represents less than 3% of the book value of the net tangible assets of the Group, the Acquisition is only subject to the disclosure requirement as set out in paragraph 14.25(1) of the Listing Rules and details of the Acquisition will be included in the next published annual report and accounts of the Company.

The main reason for the Acquisition is to settle the 1st Loan and the 2nd Loan as between the Vendors and KSH.

The Agreement has been negotiated on arm's length basis and on normal commercial terms and the Directors (including its independent non-executive Directors) consider that the terms of the Agreement are fair and reasonable and in the interest of the Company.

DATE OF THE AGREEMENT

6th December, 2000

PARTIES

(1)
The 1st Vendor and the 2nd Vendor as vendors;

(2)
Digi-Star as purchaser; and

(3)
KSH as the creditor of the 1st Loan and the 2nd Loan.

ACQUIRED ASSETS

An aggregate of 20.3% of the Existing Trust Properties, of which 19.7% was owned by the 1st Vendor and 0.6% was owned by the 2nd Vendor.

SHANGHAI GOLDEN SEA

Shanghai Golden Sea, a wholly foreign owned enterprise incorporated in the PRC with a registered capital in the sum of US$10,500,000.00, is the registered and beneficial owner of Peregrine Plaza situate at No. 1 Bao Qing Lu, Xu Hui District, Shanghai, the PRC.  At present, Peregrine Plaza is the principal asset of Shanghai Golden Sea whose business is property investment.

The net profit before and after taxation of Shanghai Golden Sea for the financial year ended 30th November, 1999 are both HK$10,847,170.12.  The net profit before and after taxation of Shanghai Golden Sea for the financial year ended 30th November, 1998 are both HK$1,129,014.29.

Peregrine Plaza has been revaluated at HK$378,000,000.00 as at 30th September, 2000 by an independent professional valuer, Knight Frank.  The unaudited net tangible assets of Shanghai Golden Sea as at 30th September, 2000 with an adjustment due to such revaluation is HK$120,004,893.44.

Before the completion of the Agreement, Shanghai Golden Sea was beneficially owned as to 70% by KSH, 29.4% by the 1st Vendor and 0.6% by the 2nd Vendor.  Immediately after completion of the Agreement, Shanghai Golden Sea becomes beneficially owned as to 90.3% by the Group (as to 70% through KSH and 20.3% through Digi-Star) and 9.7% by the 1st Vendor.

CONSIDERATION

The aggregate consideration payable under the Agreement for an aggregate of 20.3% of the Existing Trust Properties is HK$24,360,854.00 (representing approximately 20.3% of the net tangible assets of Shanghai Golden Sea as at 30th September, 2000) which is satisfied (1) as to HK$23,873,637.00, by Digi-Star assuming all liability of the 1st Vendor to repay the 1st Loan to KSH in place of the 1st Vendor; and (2) as to HK$487,217.00 by Digi-Star assuming all liability of the 2nd Vendor to repay the 2nd Loan to KSH in place of the 2nd Vendor.

LOANS

The 1st Vendor and the 2nd Vendor were indebted to KSH in the sum of HK$23,873,637.00 ("1st Loan") and HK$487,217.00 ("2nd Loan") respectively.  Both the 1st Loan and the 2nd Loan are unsecured, interest free and have no fixed term of repayment.

COMPLETION OF THE AGREEMENT

Completion of the Agreement took place immediately after signing of the Agreement.

At completion, a deed of assignment was entered into between (1) the Vendors as assignors; (2) Digi-Star as assignee; and (3) KSH whereby the 1st Vendor and the 2nd Vendor assigned to Digi-Star the respective parts of their interests in the Existing Trust Properties for the respective considerations as set out in the paragraph under the heading of "Consideration" above and KSH released and discharged the 1st Vendor and the 2nd Vendor from all claims and demands and accepted the liability of Digi-Star in respect of the 1st Loan and the 2nd Loan in lieu of the respective liability of the 1st Vendor and the 2nd Vendor.

The Company has been confirmed by its PRC legal adviser that no PRC governmental approval would be required for the Acquisition.

REASON FOR ACQUISITION

The 1st Vendor and the 2nd Vendor are liable to repay KSH the 1st Loan and the 2nd Loan respectively.  The main reason for the Acquisition is to settle the 1st Loan and the 2nd Loan as between the Vendors and KSH.

GENERAL

The 1st Vendor is a substantial shareholder of Shanghai Golden Sea, an indirect 70% owned subsidiary of the Company.  Ms. Lam Guo, also known as Ms. Ning Ko, is a director of Shanghai Golden Sea.  The 2nd Vendor and Ms. Lam Guo are directors and controlling shareholders of the 1st Vendor.  Furthermore, Digi-Star is an indirect wholly- owned subsidiary of the Company.  The Acquisition is therefore a connected transaction for the Company under the Listing Rules.  Pursuant to paragraph 14.25(1) of the Listing Rules, as the total consideration for the Acquisition is or represents less than 3% of the book value of the net tangible assets of the Group, the Acquisition is only subject to the disclosure requirement and details of the Acquisition will be included in the next published annual report and accounts of the Company.

The Agreement has been negotiated on arm's length basis and on normal commercial terms and the Directors (including its independent non-executive Directors) consider that the terms of the Agreement are fair and reasonable and in the interest of the Company.

The Group is principally engaged in the development, investment and trading of property and the distribution and trading of cosmetics.

DEFINITIONS

In this announcement, the following expressions have the meanings set out below unless the context required otherwise: -

"Acquisition"
the acquisition of an aggregate of 20.3% of the Existing Trust Properties;

"Agreement"
the agreement for the sale and purchase of the Vendors' beneficial interest in Shanghai Golden Sea and related contracts entered into between (1) the Vendors as vendors ; (2) Digi-Star as purchaser; and (3) KSH as the creditor of the 1st Loan and the 2nd Loan on 6th December, 2000;

"Board"
the board of Directors;

"Building"
the 23-storey commercial or office building constructed or to be constructed on the Land with a total built up area of approximately 24,500 square metres, now known as Peregrine Plaza;

"Company"
The Kwong Sang Hong International Limited, a company incorporated in Bermuda with limited liability, the securities of which are listed on The Stock Exchange of Hong Kong Limited;

"Digi-Star"
Digi-Star Limited, a company incorporated in Hong Kong, an indirect wholly-owned subsidiary of the Company;

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

"Existing Trust Properties"
Shanghai Golden Sea including without limitation its entire registered capital and all existing contracts entered into by Golden Royce in its name in relation to the Land and the Building and all interests and benefits upon the same or any of them held by Golden Royce upon trust;

"Golden Royce"
Golden Royce Investment Limited, a company incorporated in Hong Kong, an associate of the Company and the registered owner of Shanghai Golden Sea;

"Group"
the Company and its subsidiaries;

"KSH"
The Kwong Sang Hong Limited, a company incorporated in Hong Kong, a direct wholly-owned subsidiary of the Company;

"Land"
all that piece or parcel of land with an aggregate site area of approximately 3,577 square metres located at No.1 Bao Qing Lu, Xu Hui District, Shanghai, the PRC;

"Listing Rules"
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited;

"the PRC"
the People's Republic of China;

"Shanghai Golden Sea"
Shanghai Golden Sea Building Limited, a wholly foreign owned enterprise incorporated in the PRC and an indirect 70% owned subsidiary of the Company;

"1st Vendor"
Manulite Investment Limited, a company incorporated in Hong Kong;

"2nd Vendor"
Mr. Cheng Hai Rong, also known as Mr. Steven Shing; and

"Vendors"
the 1st Vendor and the 2nd Vendor.

On behalf of the Board

Thomas Lau, Luen-hung

Chairman

Hong Kong, 6th December, 2000

Website:

http://www.kwongsanghong.com.hk

http://www.iprasia.com/listco/ksh

Please also refer to the published version of this announcement in the South China Morning Post.
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