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DIGITAL WORLD HOLDINGS LIMITED

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

DISCLOSEABLE AND SHARE TRANSACTION

The board of Directors would like to announce that on 18 June 2001 and 21 June 2001, the Company and the Vendor entered into the Agreement in relation to the Company's acquisition of 4,000 Well Pacific Shares, representing 8% of the issued share capital of Well Pacific. On 18 June 2001, the Vendor also entered into the SP Agreement with an independent third party in relation to the sale of 4,000 Well Pacific Shares, representing 8% of the issued share capital of Well Pacific.

The total consideration payable by the Company for the Acquisition is HK$9,980,000, which will be satisfied partly by a cash payment of HK$4,400,000 to the Vendor and partly by the allotment and issue of 18,600,000 Consideration Shares to the Vendor at an issue price of HK$0.30 per Consideration Share.

The Vendor has also granted to the Company the purchase option to purchase 17,500 Well Pacific Shares at any time within 1 year from the date of Completion. If the Company exercises the option, the 17,500 Well Pacific Shares will be transferred to the Company in consideration of the payment of HK$19,400,000 by the Company and the allotment of 81,400,000 new Shares to the Vendor and the Company will comply with all requirements under the Listing Rules in respect of such transaction. The Stock Exchange may aggregate this transaction with the purchase of 8% of the issued share capital of Well Pacific and treat them as if they were one transaction.

The Directors consider that the Acquisition represents an opportunity for the Group to broaden the base of its principal business, namely trading of electronic products, wired and wireless information related products and appliances and other internet infrastructure products, which in the long term will strengthen its income generating power. The Directors therefore consider that the Acquisition is in the interest of the Company and its Shareholders as a whole.

Completion of the Agreement is subject to certain conditions, and is to take place on the seventh business day after the conditions are satisfied or waived by the Company, or on 8 August 2001, whichever is the latest, or on such other date as the Vendor and the Company may otherwise agree. Upon completion of the Agreement, the Company will hold 8% equity interest in Well Pacific and conditional upon completion of the SP Agreement, the remaining 92% equity interest will be held as to 84% by the Vendor and as to 8% by the third party.

The Acquisition constitutes a discloseable and share transaction for the Company for the purpose of the Listing Rules. A circular containing, amongst other things, further information of the Acquisition will be despatched to the Shareholders as soon as practicable.

Trading in the Shares on the Stock Exchange was suspended at 2:30 p.m. on 18 June 2001 pending the release of this announcement. Application has been made to the Stock Exchange for the resumption of trading in the Shares from 10:00 a.m. on 22 June 2001.

THE AGREEMENT DATED 18 JUNE 2001 AND SUPPLEMENTED ON 21 JUNE 2001

Parties:

(i)
The Vendor:
Chongold International Limited, being the registered and beneficial owner of the entire issue share capital of Well Pacific, is a company incorporated in the British Virgin Islands. The Vendor and each of the beneficial owners of its shares are independent of, and not connected with, the Company and the directors, chief executive or substantial shareholders of the Company or any of its subsidiaries or their respective associates (as defined in the Listing Rules)

(ii)
The Purchaser:
the Company

(iii)
The Vendor's Warrantor:
WANG YAN, the major shareholder and a director of Well Pacific

Assets to be acquired:

Pursuant to the Agreement, the Company has conditionally agreed to purchase 4,000 Well Pacific Shares, representing 8% of the entire issued share capital of Well Pacific as at the date of the Agreement. Well Pacific is an investment holding company holding as a foreign party 85% of the equity interest in a sino-foreign joint venture company in the PRC, namely Wei Da. Wei Da is the holding company holding the entire capital of Tian Yuan, being a company principally engaged in the manufacturing of Chinese white wine.

The total consideration payable by the Company for the Acquisition is HK$9,980,000, which will be satisfied by (i) a cash payment of HK$4,400,000 and (ii) the allotment and issue of 18,600,000 new Shares to the Vendor.

The cash consideration will be financed by the internal resources of the Group.

The Consideration Shares represent (i) about 2.91% of the existing issued share capital of the Company as at the date of the Agreement; and (ii) about 2.82% of the issued share capital of the Company as enlarged by the issue of the Consideration Shares.

The Vendor did not have any shareholding interest in the Company as at the date of the Agreement. On this basis, upon Completion, the Vendor will hold about 2.82% of the enlarged issued share capital of the Company.

The Consideration Shares will be issued at an issue price of HK$0.30 per Consideration Share, which represents (i) a discount of about 3.23% to the closing price of HK$0.31 per Share as quoted on the Stock Exchange on 18 June 2001, being the date on which trading in the Shares last took place before suspension and (ii) a discount of about 2.44% over the average of the closing prices as quoted on the Stock Exchange for the last 10 trading days up to and including 18 June 2001 of about HK$0.3075 per Share.

The Consideration Shares will be allotted and issued under the general mandate granted by the Shareholders to the Directors at the annual general meeting of the Company held on 27 December 2000. The Consideration Shares will rank pari passu with all the existing Shares in all respects as at the date of the Agreement.

The consideration of HK$9,980,000 was determined with reference to a due diligence report on Wei Da and Tian Yuan issued by independent certified public accountants which values the entire equity interest of Well Pacific at approximately RMB131.3 million (i.e. equivalent to about HK$123.8 million) as at 31 December 2000.

The Directors consider that the Agreement was negotiated on an arm's length basis and was agreed on normal commercial terms between the parties. The Directors further consider that the terms of the Agreement are fair and reasonable so far as the Shareholders are concerned and are in the interest of the Company and the Shareholders as a whole.

Purchase Option:

The Vendor has also granted to the Company the purchase option to purchase 17,500 Well Pacific Shares at any time within 1 year from the date of Completion. If the Company exercises the option, the 17,500 Well Pacific Shares will be transferred to the Company in consideration of the payment of HK$19,400,000 by the Company and the allotment of 81,400,000 new Shares to the Vendor and the Company will comply with all requirements under the Listing Rules in respect of such transaction. The consideration for each of the 17,500 Well Pacific Shares will be the same as that for each of the 4,000 Well Pacific Shares to be transferred to the Company under the Agreement.

If the Company exercises the option in full, the Vendor will hold about 13.51% of the enlarged issued share capital of the Company.

The Option Shares represent (i) about 12.72% of the existing issued share capital of the Company as at the date of the Agreement; (ii) about 12.36% of the issued share capital of the Company as enlarged by the issue of the Consideration Shares; and (iii) about 11.00% of the issued share capital of the Company as enlarged by the issue of the Consideration Shares and the Option Shares.

The issue price for each Option Share is equivalent to the issue price of each Consideration Share at HK$0.30 each.

The Stock Exchange may aggregate this transaction with the purchase of 8% of the issued share capital of Well Pacific and treat them as if they were one transaction.

Conditions:

Completion of the Agreement is conditional upon, inter alia, the fulfilment or waiver of the following conditions:

(i)
Wei Da entering into (1) a cooperation agreement with 北京神州威達信息科技有限公司 which is an independent third party not connected with the Company and the directors, chief executive and substantial shareholders of the Company or any of its subsidiaries or their respective associates (as defined in the Listing Rules) in relation to the joint development of the intelligent goods transportation system and (2) an option agreement with 瀋陽仟樹實業發展有限公司, an independent third party holding 60% of the equity interest in 北京神州威達信息科技有限公司;

(ii)
the Company having obtained a due diligence report to its satisfaction;

(iii)
the Company having obtained all necessary approvals or consents for the Company to carry out the transactions contemplated under the Agreement and the nomination of representatives into the board of directors of Wei Da and each of its subsidiaries;

(iv)
the Company having obtained legal opinions on the laws of the British Virgin Islands and the PRC regarding the business, assets and liabilities of Wei Da and its subsidiaries, including, among others things, that the cooperation agreement and the option agreement referred to in (i) above do not contravene the existing laws and regulations in the PRC and are legal and valid;

(v)
Wei Da having completed all necessary procedures and registration to enable it to conduct the business of computer information service; and

(vi)
the Stock Exchange granting the listing of, and permission to deal in, the Consideration Shares.

Completion:

Completion of the Agreement is to take place on the seventh business days after the satisfaction or waiver of the above conditions or on 8 August 2001, whichever is the latest, or on such other date as the Vendor and the Company may otherwise agree.

Upon Completion, the Company will nominate 3 nominees as its representatives on the board of Well Pacific and will enter into a shareholders' agreement with the Vendor and conditional upon completion of the SP Agreement, with the buyer under the SP Agreement, relating to among other things, the management and ownership of Well Pacific.

REASONS FOR THE ACQUISITION AND INFORMATION ON WELL PACIFIC

The Group is principally engaged in the business including trading for computer mainboards, computer monitors and other computer related accessories, wired and wireless information related products and appliances, as well as for WAP-related products and other investment with profitable return.

The Chairman has reported in the Year 2000 Annual Report of the Company that "the key to the Company's long term growth is finding new, highly effective and procuring internet - related projects." It has always been the intention of the Directors to seek investment opportunities to expand the business of the Company in the technology industry, in particular, the Intellingent Transportation System using internet and computer technology. In 2000, the Company made a strategic investment in Riverhill Holdings Limited, whose principal business is in global positioning system, remote sensing and geographic information system. The Company aims at acquiring business opportunities to explore the use of electronic products, wired and wireless information related appliances in the transportation areas which will be a natural extension of the Company's current business.

The Company is well positioned to enter the PRC market in intelligent goods transportation system and the Directors consider the Acquisition provides an ideal opportunity for the Group to develop its business in the PRC.

Before Completion, Well Pacific is wholly owned by the Vendor. After Completion and completion of the SP Agreement, Well Pacific will be owned as to 8% by the Company, 84% by the Vendor and 8% by the third party. After Completion and completion of the SP Agreement, and assuming that the option is exercised in full by the Company, Well Pacific will be owned as to 43% by the Company, 49% by the Vendor and 8% by the third party. Well Pacific is an investment holding company holding as a foreign party 85% of the equity interest in a sino-foreign joint venture enterprise in the PRC, namely Wei Da. The other 15% in Wei Da is owned by an independent third party. Wei Da is the holding company holding the entire capital of Tian Yuan, being a company principally engaged in the manufacturing of Chinese white wine.

The principal activities of Wei Da include the provision of transportation service in the PRC and Wei Da will focus on developing intelligent goods transportation system using internet and computer technology in the future.

Wei Da was established on 22 January, 1999. As at 31 December 2000, the proforma consolidated net asset value of Wei Da was about RMB154.5 million. Revenue will be generated through operating in the transport services and beverage manufacturing. The proforma consolidated net profit after-tax of Wei Da for the period from 22 January 1999 to 31 December 1999 was RMB14.4 million and the proforma consolidated net profit before tax was RMB21.53 million. For the financial year from 1 January 2000 to 31 December 2000 the proforma consolidated net profit after tax of Wei Da was RMB15.2 million and the proforma consolidated net profit before tax was RMB22.7 million. Wei Da expects to expand and construct a strategic network of operations in various major project developments in the PRC.

Having considered the market potential of Wei Da in the PRC, the Directors consider that the Acquisition represents a good opportunity for the Group to develop its business in the PRC. At the same time, the Acquisition also enables the Group to broaden its business base and to increase new source of revenue. Thus, the Directors consider that the Acquisition is in the interest of the Company and its Shareholders as a whole.

In the long term, the Group will continue to expand its business in the technology industry and look for new, highly effective and promising internet related projects.

LISTING AND DEALINGS

An application will be made to the Stock Exchange for listing of and permission to deal in the Consideration Shares.

Trading in the Shares on the Stock Exchange was suspended at 2:30 p.m. on 18 June 2001 pending the release of this announcement. Application has been made to the Stock Exchange for the resumption of trading in the Shares from 10:00 a.m. on 22 June 2001.

GENERAL

The Acquisition constitutes a discloseable and share transaction for the Company for the purpose of the Listing Rules. A circular containing, amongst other things, further information of the Acquisition will be despatched to the Shareholders as soon as practicable.

This press announcement appears for information purposes only and does not constitute an invitation or offer to acquire, purchase or subscribe the securities.

DEFINITIONS

In this announcement, the following expressions have the following meanings, unless otherwise specified.

"Acquisition"
the proposed acquisition by the Company of 4,000 Well Pacific Shares, representing 8% equity interest in Well Pacific pursuant to the terms and conditions as set out in the Agreement

"Agreement"
the conditional agreement dated 18 June 2001 which was supplemented by an agreement dated 21 June 2001 and entered into, amongst others, between the Company and the Vendor in relation to the Acquisition

"Company"
Digital World Holdings Limited, a company incorporated in Bermuda with limited liability and which Shares are listed on the Stock Exchange

"Completion"
completion of the Agreement

"Consideration Shares"
an aggregate of 18,600,000 Shares to be allotted and issued, credited as fully paid to the Vendor on Completion at an issue price of HK$0.30 per Consideration Share pursuant to the Agreement

"Directors"
the directors of the Company, including all independent non-executive Directors

"Group"
the Company together with its subsidiaries

"Hong Kong"
the Hong Kong Special Administrative Region of the PRC

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

"Option Shares"
an aggregate of 81,400,000 Shares to be allotted and issued, credited as fully paid to the Vendor at an issue price of HK$0.30 per Share upon exercise of the option pursuant to the Agreement

"PRC"
the People's Republic of China

"Share"
share of HK$0.01 each in the share capital of the Company

"Shareholders"
holders of Shares in issue

"SP Agreement"
the conditional agreement for sale and purchase signed by the Vendor and an independent third party in relation to the sale and purchase of 4,000 Well Pacific Shares, representing 8% of the issued share capital of Well Pacific

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Tian Yuan"
Lisy County Wei Da Tian Yuan Wine Limited Company

"Vendor"
Chongold International Limited, a company incorporated in the British Virgin Islands, which is independent of, and not connected with, the Company and the directors, chief executive or substantial shareholders of the Company or any of its subsidiaries or their respective associates (as defined in the Listing Rules)

"Wei Da"
Siping Wei Da Transportation Company Limited, a sino-foreign joint venture enterprise in the PRC

"Well Pacific"
Well Pacific Investments Limited, a company incorporated in the British Virgin Islands with limited liability on 5 January 2000

"Well Pacific Share(s)"
share(s) of US$1 each in the share capital of Well Pacific

"HK$"
Hong Kong dollars, the lawful currency of Hong Kong

"RMB"
Renminbi, the lawful currency of the PRC

"US$"
United States dollars, the lawful currency of the United States of America

"%"
per cent.

Unless otherwise specified, the translation of Renminbi into Hong Kong dollars is based on the exchange rate of HK$1.00 = RMB1.061.

For and on behalf of the Board of

Digital World Holdings Limited

Chan Tak Hung

Chairman

21 June 2001, Hong Kong

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