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DIGITAL WORLD HOLDINGS LIMITED

數字地球控股有限公司*
(incorporated in Bermuda with limited liability)

PROPOSED SHARE CONSOLIDATION,

REDUCTION OF ISSUED SHARE CAPITAL

AND

SHARE SUBDIVISION OF UNISSUED SHARES
The Company proposes to effect a Capital Reorganisation pursuant to which every 80 issued Shares and every 80 authorised and unissued Shares will be consolidated into one Share of HK$0.08 each. Subject to the Share Consolidation becoming effective, the paid up capital of the issued Shares will be reduced from HK$0.08 per Share to HK$0.01 per Share by the cancellation of HK$0.07 paid up on each issued Share and each authorised and unissued Share will be subdivided into eight Adjusted Shares.

Immediately after the Capital Reorganisation becoming effective, the authorised share capital of the Company will be HK$200,000,000 divided into 20,000,000,000 Adjusted Shares, of which 639,687,213 Adjusted Shares will be in issue and are fully paid or credited as fully paid. Accordingly, the existing amount of paid up share capital of the Company will be reduced from HK$51,174,977 to HK$6,396,872. A credit of HK$44,778,105 will arise as a result of the Capital Reduction and such credit will be applied towards the elimination of the accumulated losses of the Company as at 30th June, 2000.

The Adjusted Shares that will be in issue upon completion of the Capital Reorganisation will rank pari passu in all respects with each other, having attached thereto the rights set out in the bye-laws of the Company.

A circular containing details of the Capital Reorganisation together with a notice convening the SGM will be despatched to the Shareholders and the Warrantholders (for information only) as soon as practicable.

CAPITAL REORGANISATION
The proposal of the Capital Reorganisation
The Directors proposes to effect a Share Consolidation pursuant to which every 80 issued Shares and every 80 authorised and unissued Shares will be consolidated into one Share of HK$0.08 each. Immediately following the Share Consolidation, the share capital of the Company will comprise 639,687,213 issued Shares and 1,860,312,787 unissued Shares.

The Directors also proposes to effect, subject to the Share Consolidation becoming effective, a Capital Reduction and Share Subdivision pursuant to which the paid up capital of the issued Shares will be reduced from HK$0.08 per Share to HK$0.01 per Share by the cancellation of HK$0.07 paid up on each issued Share and each authorised and unissued Share will be subdivided into eight Adjusted Shares.

The existing authorised share capital of the Company is HK$200,000,000 divided into
200,000,000,000 Shares, of which 51,174,977,046 Shares have been issued and are fully paid or credited as fully paid. The paid up capital of the Company is at present HK$51,174,977. Immediately after the Capital Reorganisation becoming effective, the authorised share capital of the Company will be HK$200,000,000 divided into 20,000,000,000 Adjusted Shares, of which 639,687,213 Adjusted Shares will be in issue and are fully paid or credited as fully paid. Accordingly, the existing amount of paid up share capital of the Company will be reduced from HK$51,174,977 to HK$6,396,872. A credit of HK$44,778,105 will arise as a result of the Capital Reduction and such credit will be applied towards the elimination of the accumulated losses of the Company as at 30th June, 2000.

The Adjusted Shares that will be in issue upon completion of the Capital Reorganisation will rank pari passu in all respects with each other, having the rights attached thereto as set out in the bye-laws of the Company.
The number of Adjusted Shares constituting a board lot after the Capital Reorganisation will remain unchanged at 2,000. Any fractional entitlements to the Adjusted Shares will be aggregated and sold and retained for the benefit of the Company. In order to alleviate the difficulties arising from the existence of odd lots of the Adjusted Shares as a result of the Capital Reorganisation, the Company has agreed to procure Ever-Long Securities Company Limited to stand in the market to provide matching services for the odd lots of Adjusted Shares on a best effort basis during the period from 9th April, 2001 to 4th May, 2001 (both dates inclusive). Further details of the odd lots arrangement will be contained in the circular to be despatched to the Shareholders.

Reasons for the Capital Reorganisation
As stated in the financial statements of the Company for the year ended 30th June, 2000, the Company has accumulated losses of about HK$17,686,000 as at 30th June, 2000. As permitted under the bye-laws of the Company and the Companies Act, the Capital Reduction will allow the Company to reduce the accumulated losses and as a result, will enable the Company to declare dividends to the Shareholders at an earlier opportunity than by generating profits to offset such losses.

With a view to facilitating any capital fund-raising exercise in the future, the Directors consider that the Capital Reorganisation would provide much flexibility to the Company for the issue of new Adjusted Shares in future if the Directors consider the circumstances so require. However, the Directors have no present intention to issue any new Adjusted Shares.

Effects of the Capital Reorganisation
Other than the expenses incurred relating to the Capital Reorganisation, the implementation of the Capital Reorganisation will not, taken as a whole, affect the underlying assets, business operations, management or financial position of the Company nor affect the interests of the Shareholders. The Directors believe that the Capital Reorganisation will not have any material adverse effect on the financial position of the Group.

Conditions of the Capital Reorganisation
The completion of the Capital Reorganisation will be conditional upon:

(1)
the passing of the necessary resolutions by the Shareholders to approve the Capital Reorganisation at the SGM; and

(2)
the Listing Committee of the Stock Exchange granting the listing of, and permission to deal in, the Adjusted Shares.
Assuming the above conditions are fulfilled, it is expected that the Capital Reorganisation will become effective on the business day following the date of the SGM.

Adjustment of subscription price of warrants of the Company
Subject to the Capital Reorganisation becoming effective, the subscription price payable on exercise of the subscription rights attaching to the existing warrants of the Company is required to be adjusted pursuant to the instruments constituting the warrants. Details of the adjustment will be disclosed in the circular to be despatched to the Warrantholders for information. Further announcement in relation to the adjustment of the subscription price of the existing warrants of the Company will be made.

Application for listing
The Company will apply to the Listing Committee of the Stock Exchange for the listing of and permission to deal in, the Adjusted Shares.

Free exchange of new share certificates and parallel trading arrangements
Subject to the Capital Reorganisation becoming effective which is expected to be on or around 23rd March, 2001, Shareholders may on or after 23rd March, 2001 until 9th May, 2001 submit certificates for the existing Shares to the Company's branch registrars in Hong Kong, Tengis Limited, at 4th Floor, Hutchison House, 10 Harcourt Road, Central, Hong Kong, for exchange, at the expense of the Company, of new certificates for the Adjusted Shares in issue. Thereafter, certificates for the existing Shares will be accepted for exchange only on payment of a fee of HK$2.50 (or such higher amount as may from time to time be allowed by the Stock Exchange) for each new certificate issued for the Adjusted Shares. Nevertheless, certificates for the existing Shares will continue to be good evidence of legal title and may be exchanged for certificates for the Adjusted Shares at any time.

Further arrangements in relation to the parallel trading arrangements for the Adjusted Shares are set out in the timetable below.

Expected timetable
Despatch of circular with notice of the SGM 
Monday, 26th February,2001

Latest time for lodging proxy forms for the SGM 
10:00 a.m. Tuesday, 20th March, 2001

Expected date of the SGM 
10:00 a.m. Thursday, 22nd March, 2001

Effective date of the Capital Reorganisation 
Friday, 23rd March, 2001

Free exchange of existing share certificates 
Friday, 23rd March, 2001

  for new share certificates commences 

Temporary counter for trading in Adjusted Shares
10:00 a.m. Friday, 23rd March, 2001

  in board lots of 25 Adjusted Shares (in the form

of existing certificate) opens 

Existing counter for trading in Shares
10:00a.m. Friday, 23rd March, 2001

  in board lots of 2,000 closes 
Existing counter for trading in Adjusted Shares
10:00a.m. Monday, 9th April, 2001

  in board lots of 2,000 Adjusted Shares

  (in the form of new certificate) reopens

Parallel trading in Adjusted Shares (in the form
10:00a.m. Monday, 9th April, 2001

  of new and existing certificate) begin 

Designated broker start to stand in the market 
Monday, 9th April, 2001

  to provide matching service 

Temporary counter for trading in Adjusted Shares
4:00 p.m. Friday, 4th May, 2001

  in board lots of 25 Adjusted Shares

  (in the form of existing certificate) closes 

Designated broker ceases to stand in the market 
Friday, 4th May, 2001

  to provide matching service 

Parallel trading in Adjusted Shares (in the form
4:00 p.m. Friday, 4th May, 2001

  of new and existing certificate) ends 

Free exchange of existing share certificates 
Wednesday, 9th May, 2001

  for new share certificates ends 
GENERAL
The SGM is proposed to be convened on 22nd March, 2001 at which ordinary and special resolutions will be proposed to, among other matters, approve the Share Consolidation, the Capital Reduction and the Share Subdivision. A circular containing details of the Capital Reorganisation together with a notice convening the SGM will be despatched to the Shareholders and the Warrantholders (for information only) as soon as practicable.

The following defined terms are used in this announcement:

"Adjusted Share(s)"
ordinary share(s) of HK$0.01 each in the share capital of the Company upon completion of the Capital Reorganisation

"Board"
the board of Directors

"Capital Reduction"
the proposed reduction of the paid up capital of the issued Shares from HK$0.08 each to HK$0.01 each by the cancellation of HK$0.07 paid up on each issued Share

"Capital Reorganisation"
the Share Consolidation, the Capital Reduction and the Share Subdivision

"Companies Act"
the Companies Act 1981 of Bermuda (as amended)

"Company"
Digital World Holdings Limited

"Directors"
the directors of the Company

"Group"
the Company and its subsidiaries

"Listing Rules"
The Rules Governing the Listing of Securities on the Stock Exchange

"SGM"
the special general meeting proposed to be held on 22nd March, 2001

"Share(s)"
Ordinary share(s) of HK$0.001 each in the share capital of the Company or where the context so requires, ordinary share(s) of HK$0.08 each in the share capital of the Company immediately following the Share Consolidation

"Share Consolidation"
the proposed consolidation of Shares pursuant to which every 80 issued Shares and every 80 authorised and unissued Shares will be consolidated into one Share

"Share Subdivision"
the subdivision of each authorised and unissued Shares of HK$0.08 each into one Adjusted Share following the Capital Reduction

"Shareholder(s)"
holder(s) of the Shares

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Warrantholder(s)"
holder(s) of the warrants issued by way of bonus issue by the Company carrying an aggregate subscription rights of HK$47,763,311.90 (subject to adjustment) entitling to subscribe in cash for Shares at an initial subscription price of HK$0.007 per Share during the period from the date of issue on 17th October 2000 to 16th October 2001 (both dates inclusive)
By order of the Board

Digital World Holdings Limited

Chan Tak Hung

Chairman

Hong Kong, 15th February, 2001
*  for identification purpose

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