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Hanny Holdings Limited

(Incorporated in Bermuda with limited liability)

DISCLOSEABLE TRANSACTION


SUMMARY

The board of directors of Hanny Holdings announces that Powervote, a wholly-owned subsidiary of Hanny Holdings, entered into the following agreements:

(i)
the Acquisition Agreement on 26th September, 2000 and the Supplemental Agreement on 28th September, 2000, with the Vendor and Mr. Oei, pursuant to which Powervote agreed to acquire from the Vendor 532,600,000 shares in CIGAL, representing about 11.55% of its issued share capital, for a purchase consideration of HK$0.80 per share. The aggregate consideration to be paid to the Vendor for the Vendor Sale Shares amounts to HK$426,080,000, which will be satisfied by way of (i) a cash deposit of HK$51,272,000 placed with an escrow agent nominated by the Vendor upon the signing of the Acquisition Agreement; (ii) the delivery upon Vendor Sale Shares Completion of a banker's draft in respect of HK$161,768,000; and (iii) the delivery upon Vendor Sale Shares Completion of a six months interest bearing promissory note of HK$213,040,000 at an interest rate of 7.5% per annum to be issued in favour of the Vendor and secured by the Vendor Sale Shares and guaranteed by Hanny Holdings; and

(ii)
the Hutch Agreement on 28th September, 2000, pursuant to which Powervote agreed to acquire from Namble 271,800,000 shares in CIGAL, representing about 5.9% of its issued share capital, for a purchase consideration of HK$0.80 per share. The aggregate consideration to be paid to Namble for the Namble Sale Shares amounts to HK$217,440,000, which will be satisfied by way of (i) a refundable cash deposit of HK$21,744,000 payable upon the signing of the Hutch Agreement; (ii) the delivery upon Namble Sale Shares Completion of a banker's draft in respect of HK$86,976,000; and (iii) the delivery upon Namble Sale Shares Completion of a six months interest bearing promissory note of HK$108,720,000 at an interest rate of 7.5% per annum to be issued in favour of Namble and secured by the Namble Sale Shares and guaranteed by Hanny Holdings.

The aggregate consideration to be paid to the Vendor and Namble for the acquisition (the "Acquisition") of a total of 804,400,000 shares in CIGAL, representing about 17.45% of its issued share capital, amounts to HK$643,520,000.

Completion of the acquisition of the Vendor Sale Shares and the Namble Sale Shares are conditional upon the fulfilment of, inter alia, the following:

(i)
the obtaining of clearance from the SFC that a general offer will not be required to be made by Powervote or Great Decision in respect of all the outstanding shares of CIGAL apart from the Vendor Sale Shares, Namble Sale Shares and Paul Y Sale Shares: and

(ii)
the Stock Exchange not having notified CIGAL that CIGAL's listing status will or may be withdrawn at, on or as a result of completion of the Acquisition Agreement, the Supplemental Agreement, the Hutch Agreement or the Paul Y Agreement, save for the reason that there will be insufficient public interests or holding of the shares of CIGAL under Chapter 8 of the Listing Rules.

No party shall have the right under the Acquisition Agreement, the Supplemental Agreement and the Hutch Agreement to waive any of the conditions above.

Subsequent to the satisfaction of the conditions above, the Vendor together with Mr. Oei undertake to dispose of the remaining 796,213,585 shares in CIGAL, representing about 17.27% of its issued share capital, to independent third parties on or before the Vendor Sale Shares Completion, and Namble will, and will procure that Pinkett will, engage a placing agent to dispose of the remaining 161,957,825 shares in CIGAL, representing about 3.51% of its issued share capital, to independent third parties who are not connected with either Hanny Holdings or any of its subsidiaries or associated companies or their respective directors or substantial shareholders or any associate of any of them as defined under the Listing Rules on or before the Namble Sale Shares Completion.

Subject to the satisfaction of the conditions above, the Acquisition Agreement and the Supplemental Agreement are conditional upon the simultaneous completion of the Paul Y Agreement.

Trading in shares of Hanny Holdings was suspended at the request of Hanny Holdings with effect from 10:00 a.m. on 27th September, 2000 pending release of this announcement. Application has been made by Hanny Holdings for the resumption of trading in the shares of Hanny Holdings with effect from 10:00 a.m. on 3rd October, 2000.
THE ACQUISITION AGREEMENT DATED 26TH SEPTEMBER, 2000 AND THE SUPPLEMENTAL AGREEMENT DATED 28TH SEPTEMBER, 2000

Parties

Chip Lian Investments (HK) Limited, Calisan Developments Limited and Sanion Enterprises Limited (collectively referred as the "Vendor"), each of which being beneficially owned by Mr. Oei Hong Leong ("Mr. Oei") or his spouse and who are not connected with either Hanny Holdings Limited ("Hanny Holdings") or any of its subsidiaries or associated companies or their respective directors or substantial shareholders or any associate of any of them as defined under the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Stock Exchange") (the "Listing Rules");

Mr. Oei, the controlling shareholder in China Internet Global Alliance Limited ("CIGAL") and who is not connected with either Hanny Holdings or any of its subsidiaries or associated companies or their respective directors or substantial shareholders or any associate of any of them as defined under the Listing Rules; and

Powervote Technology Limited ("Powervote"), a company incorporated in the British Virgin Islands on 18th July, 2000 and an indirect wholly-owned subsidiary of Hanny Holdings. The principal activity of Powervote is investment holding.

Asset acquired

Pursuant to a sale and purchase agreement dated 26th September, 2000 (the "Acquisition Agreement") and a supplemental agreement dated 28th September, 2000 (the "Supplemental Agreement"), Powervote agreed to acquire from the Vendor a total of 532,600,000 shares ("the Vendor Sale Shares") in CIGAL, representing about 11.55% of its issued share capital, for a purchase consideration of HK$0.80 per share.

Consideration and payment terms

The aggregate consideration to be paid to the Vendor for the Vendor Sale Shares amounts to HK$426,080,000, which will be satisfied by way of (i) a cash deposit of HK$51,272,000 placed with an escrow agent nominated by the Vendor upon the signing of the Acquisition Agreement; (ii) the delivery upon the completion of the acquisition of the Vendor Sale Shares (the "Vendor Sale Shares Completion") of a banker's draft in respect of HK$161,768,000; and (iii) the delivery upon Vendor Sale Shares Completion of a six months interest bearing promissory note of HK$213,040,000 at an interest rate of 7.5% per annum to be issued in favour of the Vendor and secured by the Vendor Sale Shares and guaranteed by Hanny Holdings.

The consideration of HK$0.80 per share was arrived at after arm's length negotiations between the parties involved with reference to the unaudited net tangible asset value per share of CIGAL of about HK$0.84 as at 30th June, 2000, calculated based on the interim results of CIGAL for the six months period ended 30th June, 2000 as announced on 19th September, 2000. The consideration per share represents a premium of about 123.8% to the 10-day average closing price of HK$0.3575 per share of CIGAL from 12th September, 2000 to 26th September, 2000 (both dates inclusive) as quoted on the Stock Exchange and a premium of about 119.2% to the closing price of the shares of CIGAL of HK$0.365 per share on Tuesday, 26th September, 2000, being the last trading day before the Acquisition Agreement was entered into by the parties involved.

The consideration for the acquisition of the Vendor Sale Shares will be financed by internal resources of Hanny Holdings.

Conditions precedent

Subsequent to the satisfaction of the conditions set out in the paragraph headed "Conditions precedent for the Acquisition Agreement and the Hutch Agreement", the Vendor together with Mr. Oei undertake to dispose of the remaining 796,213,585 shares in CIGAL, representing about 17.27% of its issued share capital respectively, to independent third parties who are not connected with either Hanny Holdings or any of its subsidiaries or associated companies or their respective directors or substantial shareholders or any associate of any of them as defined under the Listing Rules on or before the Vendor Sale Shares Completion.

Subject to the satisfaction of the conditions above and set out in the paragraph headed "Conditions precedent for the Acquisition Agreement and the Hutch Agreement", the Acquisition Agreement is conditional upon the simultaneous completion of an agreement entered into between Mr. Oei, the Vendor and Great Decision Limited ("Great Decision"), a company wholly owned by Paul Y.-ITC Construction Holdings Limited ("Paul Y"), a connected person of Hanny Holdings (as defined under the Listing Rules), in relation to the disposal of 804,400,000 shares ("Paul Y Sale Shares") in CIGAL, representing about 17.45% of its issued share capital, by the Vendor to Great Decision (the "Paul Y Agreement"). Reference shall be made to the announcement of Paul Y dated 29th September, 2000 in respect of the details of the Paul Y Agreement.

Completion

The Vendor Sale Shares Completion shall take place on or before the second business day after the conditions precedent as prescribed above being fulfilled or such other date as agreed between the parties. In the event that the conditions precedent not being satisfied by 25th October, 2000, the Acquisition Agreement shall forthwith terminate and cease to be of effect and the cash deposit, together with any bank interest so accrued, will be returned to Powervote.

In addition, upon the Vendor Sale Shares Completion, the Vendor shall cause a meeting of the board of directors of each of CIGAL and its subsidiaries (if applicable) to be held at which resolutions shall be passed to, inter alia, appoint such persons as Powervote may nominate as directors and secretaries of CIGAL and its subsidiaries (if applicable) all to take effect from the Vendor Sale Shares Completion.

THE HUTCH AGREEMENT DATED 28TH SEPTEMBER, 2000

Parties

Namble Limited ("Namble"), an indirect wholly-owned subsidiary of Hutchison Whampoa Limited ("Hutchison"), a company listed on the Stock Exchange and which is not connected with either Hanny Holdings or any of its subsidiaries or associated companies or their respective directors or substantial shareholders or any associate of any of them as defined under the Listing Rules; and

Powervote.

Asset acquired

Pursuant to a sale and purchase agreement dated 28th September, 2000 (the "Hutch Agreement"), Powervote agreed to acquire from Namble a total of 271,800,000 shares in CIGAL ("Namble Sale Shares"), representing about 5.9% of CIGAL's issued share capital, for a purchase consideration of HK$0.80 per share.

Consideration and payment terms

The aggregate consideration to be paid to Namble for the Namble Sale Shares amounts to HK$217,440,000, which will be satisfied by way of (i) a refundable cash deposit of HK$21,744,000 payable upon the signing of the Hutch Agreement; (ii) the delivery upon the completion of the acquisition of the Namble Sale Shares (the "Namble Sale Shares Completion") of a banker's draft in respect of HK$86,976,000; and (iii) the delivery upon Namble Sale Shares Completion of a six months interest bearing promissory note of HK$108,720,000 at an interest rate of 7.5% per annum to be issued in favour of Namble and secured by an equitable charge over the Namble Sale Shares and guaranteed by Hanny Holdings.

The consideration of HK$0.80 per share was arrived at after arm's length negotiations between the parties involved with reference to the unaudited net tangible asset value per share of CIGAL of about HK$0.84 as at 30th June, 2000, calculated based on the interim results of CIGAL for the six months period ended 30th June, 2000 as announced on 19th September, 2000. The consideration per share represents a premium of about 123.8% to the 10-day average closing price of HK$0.3575 per share of CIGAL from 12th September, 2000 to 26th September, 2000 (both dates inclusive) as quoted on the Stock Exchange and a premium of about 119.2% to the closing price of the shares of CIGAL of HK$0.365 per share on Tuesday, 26th September, 2000, being the last trading day before the Hutch Agreement was entered into by the parties involved.

The consideration for the acquisition of Namble Sale Shares will be financed by internal resources of Hanny Holdings.

Conditions precedent

The Hutch Agreement is conditional upon the fulfilment of the conditions set out in the paragraph headed "Conditions precedent for the Acquisition Agreement and the Hutch Agreement".

Subsequent to the satisfaction of the conditions above, Namble will, and will procure that Pinkett Limited ("Pinkett"), which owns 135,126,250 shares of CIGAL and is an indirect wholly owned subsidiary of Hutchison, will engage a placing agent to dispose of, in aggregate, the remaining 161,957,825 shares in CIGAL, representing about 3.51% of its issued share capital, to independent third parties who are not connected with either Hanny Holdings or any of its subsidiaries or associated companies or their respective directors or substantial shareholders or any associate of any of them as defined under the Listing Rules on or before Namble Sale Shares Completion.

Completion

The Namble Sale Shares Completion shall take place on or before the fourth business day after the conditions precedent of the Hutch Agreement as described above and the conditions precedent for the Acquisition Agreement and the Hutch Agreement as prescribed below being fulfilled or such other date as agreed between the parties. In the event that the conditions precedent not being satisfied by 25th October, 2000 or such other date as the parties may agree, the Hutch Agreement shall forthwith terminate and cease to be of effect and the cash deposit, together with any bank interest so accrued, will be returned to Powervote.

Conditions precedent for the Acquisition Agreement and the Hutch Agreement

Vendor Sale Shares Completion and Namble Sale Shares Completion are conditional upon the fulfilment of, inter alia, the following:

(i)
the obtaining of clearance from the Securities and Futures Commission (the "SFC") that a general offer will not be required to be made by Powervote or Great Decision in respect of all the outstanding shares of CIGAL apart from the Vendor Sale Shares, Namble Sale Shares and Paul Y Sale Shares; and

(ii)
the Stock Exchange not having notified CIGAL that CIGAL's listing status will or may be withdrawn at, on or as a result of completion of the Acquisition Agreement, the Supplemental Agreement, the Hutch Agreement or the Paul Y Agreement, save for the reason that there will be insufficient public interests or holding of the shares of CIGAL under Chapter 8 of the Listing Rules.

No party shall have the right under the Acquisition Agreement, the Supplemental Agreement and the Hutch Agreement to waive any of the conditions above.
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Notes:

1.
Being the beneficial shareholders of CIGAL.

2.
Others represent the substantial shareholders of CIGAL (other than the Vendor) and the public.

Relationship between Hanny Holdings and Paul Y

[image: image2.wmf]
Information on CIGAL

CIGAL is a company incorporated under the laws of Hong Kong with a total of 4,609,789,420 shares being issued and fully paid or credited as fully paid. The entire issued share capital of CIGAL is listed on the Stock Exchange.

The present business strategy of CIGAL and its subsidiaries (the "CIGAL Group") is to participate in expanding, focusing, building and managing businesses in the area of information technology and e-commerce related services in the Greater China region.

CIGAL's principal investments include:

1.
China Tire e-commerce.com Ltd. ("China Tire"), a 57.89% owned subsidiary of the CIGAL Group, is listed on the New York Stock Exchange. China Tire is a tire manufacturer in the PRC. Through its sino-foreign joint ventures and other international joint ventures in the PRC, China Tire manufactures and sells tires and other rubber products in both the PRC and overseas;

2.
China Development Corporation Limited ("CDC"), a 30.67% owned associate of the CIGAL Group, is listed on the Stock Exchange. CDC is principally engaged in the construction business, rental and servicing of heavy equipment, trading and investment holding activities. Its operations cover the areas of Singapore, Hong Kong, Thailand, Malaysia and Myanmar;

3.
China CyberPort Limited ("CCP"), a 69.90% owned subsidiary of the CIGAL Group, is listed on the Stock Exchange. CCP is principally engaged in property trading and development, hotel operation, toll road development and will participate in the planned development of a high technology zone in Beijing, the PRC;

4.
PacificNet.com Inc. ("PacificNet"), a 27.50% owned associate of the CIGAL Group, is listed on NASDAQ. PacificNet is principally engaged in the provision of B2B and B2C e-commerce solutions in Asia. PacificNet has close alliances with technology partners, banks, merchant associations, Internet service providers, Internet content providers and facilities providers in the Greater China region and in the US;

5.
DynaMotive Technologies Corporation ("DynaMotive"), in which the CIGAL Group owns a 19.90% equity interest, is currently traded on the OTC Bulletin Board. DynaMotive is a technology provider in the development of BioOil clean fuels for "green" power generation. BioOil is a petroleum-like liquid produced from a wide range of organic wastes. DynaMotive has been engaged by a number of corporations to provide technology consultation to convert bio wastes into BioOil; and

6.
Australia Net.com Limited ("Australia Net") is a 57.20% owned subsidiary of the CIGAL Group and is listed on the Australian Stock Exchange. Australia Net disposed of its pharmaceutical plant and toll bridge in the PRC in the past and is in the course of assessing suitable investment projects to maximise return on its capital resources.

Besides the above-mentioned investments, the CIGAL Group also holds a 10.05% interest in Ming Pao Enterprise Corporation Limited, an 11.23% interest in Allan International Holdings Limited and a 14.48% interest in Pearl Oriental Cyberforce Limited, which are all listed on the Stock Exchange, and other investment funds and Internet related businesses.

The audited consolidated loss before taxation and after taxation (both after minority interests) of CIGAL for the year ended 31st December, 1998 amounted to about HK$578 million and HK$586 million respectively. The audited consolidated profit before taxation and after taxation (both after minority interests) of CIGAL for the year ended 31st December, 1999 amounted to about HK$1,053 million and HK$1,048 million respectively. The audited consolidated net assets value of CIGAL as at 31st December, 1998 and 31st December, 1999 amounted to about HK$1,794 million and about HK$3,376 million respectively.

Reasons for the Acquisition

Hanny Holdings and its subsidiaries (the "Hanny Group") are principally engaged in the manufacture, distribution and marketing of data storage media (primarily floppy disks, CD-R and CD-RW) and the distribution and marketing of computer accessories and storage media drives, scanners, audio and video cassettes, minidiscs, household electronic products and telecommunication accessories and securities trading. The Hanny Group also made strategic investments in information technology, Internet and Internet-related businesses.

The Directors of Hanny Holdings are of the view that the CIGAL Group is a well-established investment holding enterprise for investments in the Greater China region. With its well connected and established management team, the CIGAL Group has successfully built up a significant track record of its investments since its inception.

The Directors of Hanny Holdings also believe that the Acquisition can provide Hanny Holdings with an opportunity to purchase a strategic investment in a holding company with diversified interests for capital appreciation. The investments of the CIGAL Group in e-commerce and high technology related projects can contribute to the development of Hanny Holdings' e-business strategy.

General

Based on the audited consolidated net tangible asset value of Hanny Holdings as at 31st March, 2000, the Acquisition constitutes a discloseable transaction for Hanny Holdings. As such, a circular containing details of the Acquisition will be despatched to the shareholders of Hanny Holdings as soon as practicable.

Trading in shares of Hanny Holdings was suspended at the request of Hanny Holdings with effect from 10:00 a.m. on 27th September, 2000 pending release of this announcement. Application has been made by Hanny Holdings for the resumption of trading in the shares of Hanny Holdings with effect from 10:00 a.m. on 3rd October, 2000.

By Order of the Board

Hanny Holdings Limited

Dr. Chan Kwok Keung, Charles

Managing Director

Hong Kong, 29th September, 2000

Please also refer to the published version of this announcement in the South China Morning Post, Hong Kong Economic Times & Hong Kong Economic Journal.
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