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DIGITAL WORLD HOLDINGS LIMITED
數字地球控股有限公司*

(incorporated in Bermuda with limited liability)

CONNECTED TRANSACTION

Digital World Finance Limited, a wholly-owned subsidiary of the Company, has advanced a principal sum of HK$5,000,000 to Mr Lu Hsiang Ying, a connected person to the Company within the meaning of the Listing Rules.

The Transaction constituted a connected transaction of the Company under Rule 14.23(1) of the Listing Rules and should be subject to the disclosure requirements as set out in the Listing Rules. The Company has failed to disclose the Transaction by way of a press announcement which is so required by the Listing Rules and failure to make such disclosure constituted a breach of the Listing Rules. The Stock Exchange reserves its right to take formal disciplinary action against the Company and/or the Directors in respect of the breach.

Details of the Transaction will be included in the annual report of the Company in respect of the financial year ended 30 June 2001.

The Board announces that on 1 March 2001, Digital World Finance Limited, a wholly-owned subsidiary of the Company, entered into the Loan Agreement pursuant to which it has advanced a principal sum of HK$5,000,000 to Mr Lu Hsiang Ying for his personal use. The loan was unsecured, bore interest at a rate of 5 per cent. per annum and was repayable within four months.

With its money lender licence, the Lender is principally engaged in money lending business. In accordance with its normal business practice in granting loans to individuals (including independent third parties), the Lender required Mr Lu Hsiang Ying to deposit a post-dated cheque for the repayment amount at the time when the loan was advanced. Taking into account of the status of Mr Lu Hsiang Ying as a staff of the Group and having made an assessment on the 
recoverability of the loan, the Board considers that the interest rate of the loan of 5 per cent. per annum was comparable to the then market lending rate for staff loan. At the request of Mr Lu Hsiang Ying in late June 2001, the loan was extended with no fixed repayment date at a fixed interest rate of 5 per cent. per annum despite the then prevailing declining prime lending rate.

The Board is of the view that the Transaction is conducted in the ordinary and usual course of business of the Group and on normal commercial terms. The loan and all accrued interest were repaid to the Lender in full in October 2001. The Board considers that the terms of the Transaction are fair and reasonable and in the interests of the Company and its shareholders as a whole.

Mr Lu Hsiang Ying, a Taiwanese, is a director of Michael Lai Advertising Limited and Michael Lai Manager Limited, both of which are wholly-owned subsidiaries of Michael Lai Production Holdings Limited. Michael Lai Production Holdings Limited, in turn, is an indirect 70 per cent. owned subsidiary of the Company. Under the Listing Rules, Mr Lu Hsiang Ying is a connected person to the Company and the Transaction constituted a connected transaction which is subject to the disclosure requirements as set out in Rule 14.25 of the Listing Rules.

As Michael Lai Advertising Limited is a dormant company and Michael Lai Manager Limited is a special purpose company for tenancy matters, coupled with the fact that Mr Lu Hsiang Ying does not participate in the daily operation of the Group and is not ordinarily resident in Hong Kong, the status of Mr Lu Hsiang Ying as a connected person within the meaning of the Listing Rules is inadvertently overlooked by the Directors and the Company has failed to disclose the Transaction by way of a press announcement as soon as the Transaction was entered into, which is so required by the Listing Rules. The connected nature of the Transaction was revealed when the Directors conducted the due diligence review in October 2001 on the directorship of all companies within the Group in preparation for the audit of the Group for the year ended 30 June 2001. Failure to make such disclosure constituted a breach of the Listing Rules. Details of the Transaction will be included in the annual report of the Company in respect of the financial year ended 30 June 2001.

The Stock Exchange reserves its right to take formal disciplinary action against the Company and/or the Directors in respect of the breach.

The following defined terms are used in this announcement:

"Board"
the board of Directors

"Company"
Digital World Holdings Limited

"Directors"
the directors (including independent non-executive directors) of the Company

"Group"
the Company and its subsidiaries

"Lender"
Digital World Finance Limited, a company incorporated in Hong Kong with limited liability

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

"Loan Agreement"
the loan agreement dated 1 March 2001 and entered into between the Lender and Mr Lu Hsiang Ying in connection with the Transaction

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Transaction"
the granting of a loan by the Lender to Mr. Lu Hsiang Ying in the principal sum of HK$5,000,000 pursuant to the Loan Agreement

By order of the Board

Digital World Holdings Limited

Mr Chan Tak Hung

Chairman

Hong Kong, 16 October 2001
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"Please also refer to the published version of this announcement in the Hong Kong i-mail "
1
1
Digital World Holdings Limited - Connected Transaction

(16th October, 2001)


