BOTO INTERNATIONAL HOLDINGS LIMITED

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.
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(incorporated in Bermuda with limited liability)

MAJOR AND CONNECTED TRANSACTION,

CHANGE OF NAME

AND

ADOPTION OF NEW SHARE OPTION SCHEME

*
The Directors announce that on 29th March, 2002 the Company and one of its wholly-owned subsidiaries (i.e., Boto Company) entered into the Disposal Agreement with GGCL and GFEL pursuant to which:


(i)
the Company has agreed to sell the Boto Strategic Shares to GGCL and to assign the GCL Loan to GFEL; and


(ii)
Boto Company has agreed to sell the Boto Business and the Boto Business Assets to GFEL and to sell the Bo Cheong Shares to GGCL,


for an aggregate cash consideration of HK$994 million (subject to adjustments).


Pursuant to the Disposal Agreement, Boto Strategic and its subsidiaries and/or Boto Company shall declare and pay a dividend of an amount of HK$92.5 million to the Company and/or Topway on the business day immediately prior to the date of the Completion.


Mr. Kao, the Chairman of the board of Directors and the Managing Director of the Company, is interested in the Disposal as detailed below. The Disposal under the Disposal Agreement will constitute a major and connected transaction of the Company under the Listing Rules and will be conditional upon, among other things, approval by the Independent Shareholders at a special general meeting of the Company. 

*
The Directors also announce that on 29th March, 2002 Boto Company, a wholly-owned subsidiary of the Company, entered into the Boto Property Disposal Agreement with GFEL in respect of the disposal of the Boto Property to GFEL for a consideration of HK$13.5 million. As Mr. Kao and Sino Pearl will together hold 30% of the entire issued share capital of GIHL, each of GIHL and its wholly-owned subsidiaries (i.e., GGCL and GFEL) will be an associate of Mr. Kao, and, hence, a connected person of the Company. The Boto Property Disposal will thus constitute a connected transaction of the Company under the Listing Rules and will therefore be subject to the approval of the Independent Shareholders.

*
The Directors propose to change the name of the Company to Imagi International Holdings Limited subject to and after Completion. 

*
The Directors also propose to adopt the New Share Option Scheme in place of the Existing Share Option Scheme, which will comply with the requirements of Chapter 17 of the Listing Rules, which came into effect on 1st September, 2001.

*
A circular of the Company containing, among other things, details of the Disposal Agreement, the Boto Property Disposal Agreement, the proposed change of name, a letter from the independent board committee of the Company containing its recommendation to the Independent Shareholders in respect of the Disposal and the Boto Property Disposal, a letter from the independent financial adviser to the independent board committee of the Company, the principal terms of the New Share Option Scheme and a notice convening a special general meeting of the Company will be despatched to the Shareholders as soon as practicable.

*
Trading in the Shares has been suspended at the request of the Company with effect from 9:30 a.m. on Tuesday, 2nd April, 2002 pending the release of this announcement. An application has been made to the Stock Exchange for resumption in trading of the Shares with effect from 9:30 a.m. on Wednesday, 3rd April, 2002.

THE DISPOSAL AGREEMENT 

Date
:
29th March, 2002

Parties
:
(i)
The Company (in its capacity as the vendor of the Boto Strategic Shares and the assignor of the GCL Loan and in its capacity as the guarantor of the obligations of the other vendor (i.e. Boto Company) under the Disposal Agreement);



(ii)
GGCL (in its capacity as the purchaser of the Sale Shares);



(iii)
Boto Company (in its capacity as the vendor of the Boto Business, the Boto Business Assets and the Bo Cheong Shares); and



(iv)
GFEL (in its capacity as the purchaser of the Boto Business, the Boto Business Assets and the assignee of the GCL Loan).

GIHL will be owned as to 70% by the limited partnerships affiliated with The Carlyle Group, as to 29% by Sino Pearl, a wholly-owned subsidiary of Happy Nation, and as to 1% by Mr. Kao. Mr. Kao is the Chairman of the board of Directors and the Managing Director of the Company. Mr. Kao is as at the date hereof directly interested in 62,055,000 Shares (about 1.8% of the Company's issued share capital), indirectly interested in 31,243,410 Shares (about 0.9% of the Company's issued share capital) which are held by Kessuda Consultants Limited, which is beneficially owned by Mr. Kao and beneficially interested in 1,823,815,030 Shares (about 53.0% of the Company's issued share capital) through Happy Nation's 51% interest in Sunni. Happy Nation is a company which is indirectly wholly-owned by HSBC International Trustee Limited (in its capacity as the trustee of the Cheerco Trust, a discretionary trust of which Mr. Kao and his family members are discretionary objects).

The Carlyle Group, based in Washington D.C., is one of the largest global private investment firms in the world with more than US$12.5 billion of committed capital under management. Carlyle originates, structures and acts as lead equity investor in management-led buyouts, strategic minority equity investments, equity private placements, consolidations and buildups, and growth capital financings. Since its inception, Carlyle has invested more than US$6.4 billion of equity in 233 corporate and real estate transactions with an aggregate acquisition value of over US$18 billion. Save for the fact that the limited partnerships affiliated with The Carlyle Group will be shareholders of GIHL, they are independent of, and not connected with, the directors, chief executive or substantial shareholders of the Company or any of its subsidiaries or any of their respective associates.

Corporate structure 

Set out below is the corporate structure of the Group before and immediately after Completion:

Before Completion
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Immediately after Completion

[image: image3.wmf]
Assets to be disposed of

The interests to be disposed of by the Group comprise the Sale Shares, the GCL Loan, the Boto Business and the Boto Business Assets, which together effectively constitute the Group's Christmas festive products and leisure furniture businesses. Set out below is the financial performance of the Group for the financial years ended 31st March, 2000 and 31st March, 2001 and for the 6 months ended 30th September, 2001, which principally reflects the Group's Christmas festive products and leisure furniture businesses:


(Unaudited)
(Audited)


6 months ended
Year ended


30th September,
31st March,


2001

2001

2000


HK$m

HK$m

HK$m

Turnover

  Christmas festive products
780.6

827.9

754.3

  Leisure furniture
25.0

81.7

48.9



805.6

909.6

803.2


Profit before taxation
171.4

161.9

158.3

Profit attribute to Shareholders
160.7

156.4

152.3

Based on the audited accounts of the Group as at 31st March, 2001, the net asset value of the assets to be disposed of as mentioned above amounted to approximately HK$632.8 million, after adjusting for the pre-completion dividend of HK$92.5 million as mentioned below.

Consideration

The Consideration for the sale of the Sale Shares, the GCL Loan, the Boto Business and the Boto Business Assets will amount to HK$994 million (subject to adjustments as described below). The Consideration shall be payable in cash on Completion.

Upon finalisation of the Audited Completion Accounts (as defined in the Disposal Agreement) (i.e. the statement of accounts of the aggregation of the audited consolidated balance sheet of Boto Strategic and its subsidiaries and the audited statement of assets and liabilities of Boto Business as at the date of Completion):

(i)
if the aggregate of Net Cash, Net Working Capital and Net Fixed Asset, (each as defined in the Disposal Agreement) derived from the Audited Completion Accounts shall be less than HK$709 million, the Vendors shall pay to the Purchasers an amount equal to the Aggregate Net Cash and Net Working Capital and Net Fixed Assets Shortfall (as defined in the Disposal Agreement); and/or 

(ii)
if the Boto.Net Group Accounts Payable (as defined in the Disposal Agreement) derived from the Audited Completion Accounts shall be in excess of HK$32.6 million, the Vendors shall pay to the Purchasers an amount equal to any such excess, 

in each case as repayment of the Consideration. Any such sum which is payable by the Vendors (if any) shall be due and payable to the Purchasers within 30 days from the finalisation of the abovementioned Audited Completion Accounts.

The Consideration has been arrived at after arm's length negotiations between the parties taking into consideration, inter alia, the past performance of the Christmas festive products and leisure furniture businesses, the net asset values of Boto Strategic and its subsidiaries, the face value of the GCL Loan, the net asset value of Bo Cheong, the value of the Boto Business and the Boto Business Assets. The Consideration represents a price earnings multiple of approximately 6.4 times based on the audited profit attributable to Shareholders of approximately HK$156.4 million for the year ended 31st March, 2001. The Consideration, after adjusting for the pre-completion dividend and the Boto Property Disposal that are incidental to the Disposal and described in detail below, represents a price earnings multiple of approximately 7 times based on the audited profit attributable to Shareholders of approximately HK$156.4 million for the financial year ended 31st March, 2001. The Directors, including the independent non-executive Directors, consider that the Consideration is fair and reasonable to the Company.

Pre-completion dividend

Pursuant to the Disposal Agreement, Boto Strategic and its subsidiaries and/or Boto Company shall declare and pay a dividend of an amount of HK$92.5 million to the Company and/or Topway on the business day immediately prior to the date of the Completion. The parties to the Disposal Agreement have agreed that such dividend shall not be included in the calculation of Net Cash (as defined in the Disposal Agreement) and Net Working Capital (as defined in the Disposal Agreement) for the purposes of the Audited Completion Accounts (as defined in the Disposal Agreement).

Net asset value undertaking 

Pursuant to the Disposal Agreement, the Company has undertaken to the Purchasers that it and its subsidiaries will maintain net assets of not less than HK$200 million for a period of 15 months after Completion. However, in the event that, during the TOB Notice Period, any TOB Proceedings are instituted and:

(i)
in aggregate such proceedings relate to an amount in excess of HK$70,000,000; and

(ii)
the liabilities to which such proceedings relate are Excluded Liabilities (as defined in the Disposal Agreement); and

(iii)
such proceedings have not been settled on or before the date of the Disposal Completion,

the Company has undertaken to the Purchasers that it and its subsidiaries will maintain net assets of not less than HK$200 million plus the difference between the aggregate amount of the liabilities to which the TOB Proceedings relate and HK$70,000,000 for the period from the date of the Completion until the earlier of the date on which such proceedings have been settled and/or finally determined or the end of the 15-month period referred to above.

In the event that, during the TOB Notice Period, any TOB Proceedings are instituted and:

(i)
in aggregate such proceedings relate to an amount in excess of HK$10,000,000; and

(ii)
the liabilities to which such proceedings relate are Excluded Liabilities (as defined in the Disposal Agreement); and

(iii)
such proceedings have not been settled on or before the last date of the 15-month period referred to above,

the Company has undertaken to the Purchasers that it and its subsidiaries will, after the end of the 15-month period referred to above and until each such proceedings have been settled and/or finally determined, maintain net assets of not less than:

(i)
the aggregate amount of the liabilities to which the TOB Proceedings relate; or

(ii)
the outstanding amount of such liabilities,

whichever is less.

Conditions

Completion is subject to each of the following conditions being satisfied or waived (in the case of the conditions described in paragraph (ii) to (iv) below:

(i)
the passing of the necessary resolutions by the Independent Shareholders at a special general meeting of the Company to approve the Disposal Agreement and the transactions contemplated thereunder;

(ii)
all consents, approvals or clearances required under any and all applicable laws and relevant agreements with third parties for the sale and purchase of the Sale Shares and the Boto Business and to give effect to the transactions contemplated under the Disposal Agreement being obtained;

(iii)
the receipt by the Purchasers of legal opinions from their legal advisors in the agreed terms and from the Hong Kong and Bermuda legal advisors of the Vendors in the form to be agreed between the Purchasers and the Hong Kong legal advisors of the Vendors; and

(iv)
the delivery by the Company and Boto Company to the Purchasers of the list of documents specified in the Disposal Agreement.

Completion of the sale and purchase of the Sale Shares, the GCL Loan, the Boto Business and the Boto Business Assets shall occur simultaneously. Completion shall take place on the 4th business day following the due fulfillment of the last in time to be satisfied or waived (as the case may be) of the above conditions or at such other place or time as the parties shall agree in writing, provided that Completion shall not take place prior to the expiry of the TOB Notice Period. 

If the above conditions have not been fulfilled or, in the case of the conditions described in paragraphs (ii) to (iv) above, waived by the Purchasers (as the case may be) by 31st May, 2002 (or such later date as the parties may agree in writing), the provisions of the Disposal Agreement shall have no effect and no party shall have any liability under them (without prejudice to the rights of any parties in respect of antecedent breaches).

Purchasers' rights

If before Completion:

(i)
the Purchasers become aware and give written notice to the Vendors that there is a breach of any of the warranties as contained in the Disposal Agreement (other than as a result of a breach by the Purchasers of their obligations of confidentiality under the Disposal Agreement) which is material in the context of the Group as a whole and (if such breach is capable of remedy) the Vendors fail to remedy the same within 7 days from the date of receipt by the Vendors of such notice or the date of completion of the Subscription Agreement, whichever is earlier; or

(ii)
and at any time after the date of the Disposal Agreement any event occurs which:

(a)
notwithstanding the provisions of paragraph (b) below, has, or is likely to have, a material adverse effect on the financial position or business prospects of any customer of the Group which accounts for 25% or more of the Group's external purchase orders for the financial year ended 31st March, 2001 which, in turn, results in a material adverse change in the financial position or the business prospects of Boto Strategic and its subsidiaries and the Boto Business (as a whole); or

(b)
has, or is likely to have, a material adverse effect on the financial position or business prospects of Boto Strategic and its subsidiaries and the Boto Business (as a whole), not being an event which affects generally all companies carrying on business similar to that of any of Boto Strategic or any of its subsidiaries and/or the Boto Business in a part or parts of the world where any of Boto Strategic or its relevant subsidiary (as the case may be) carries on its business or where the Boto Business is carried on; or

(c)
has, or is likely to have, a material adverse effect on the global financial markets, or the economic or political situation in a part or parts of the world where Boto Strategic or any of its subsidiaries carries on their respective businesses or where the Boto Business is carried on; or

(iii)
not all of the conditions required for closing/completion of the credit agreement entered into between the Purchasers and The Hongkong and Shanghai Banking Corporation relating to, inter alia, debt financing for the acquisition by the Purchasers of the Sale Shares, the GCL Loan, the Boto Business, the Boto Business Assets, are fulfilled or waived (or as the case may be) by the parties thereto in accordance with the terms and conditions set out therein; or

(iv)
if Boto Company fails to observe and comply with the provisions of the Disposal Agreement in relation to the conduct of the Boto Business before the date of Completion or the Company fails to observe and comply with, or fails to procure the compliance with, the provisions of the Disposal Agreement in relation to the conduct of the business of Boto Strategic and its subsidiaries before the date of Completion; or

(v)
if the Company and Boto Company fail to observe and perform all of the covenants and agreements required to be performed or caused to be performed by them under the Disposal Agreement between the date of the Disposal Agreement and the Completion pursuant to certain provisions of the Disposal Agreement (including, those relating to the publication of the transfer of business notice by Boto Company and GFEL in compliance with the Transfer of Businesses (Protection of Creditors) Ordinance (Chapter 49 of the Laws of Hong Kong) as soon as practicable after execution of the Disposal Agreement and the granting of reasonable access to, among others, the Purchasers and their advisers to the employees, premises, plant, machinery, books of account and records and documents of Boto Strategic and its subsidiaries and the Boto Business).

the Purchasers shall be entitled to rescind the Disposal Agreement without liability to any of the Vendors. 

If, before Completion, the Subscription Agreement has not been completed in accordance with its terms, each of the parties to the Disposal Agreement shall be entitled to rescind the Disposal Agreement without liability to any of the other parties save for the obligation of the Vendors or the Purchasers (as the case may be) to reimburse the Purchasers or the Vendors (as the case may be) for such other parties' fees, costs and expenses in certain instances in the event that completion of the Subscription Agreement has not taken place in accordance with its terms solely due to the default on the part of Mr. Kao and/or Sino Pearl (on the one hand) or the limited partnerships affiliated with Carlyle (on the other hand) (as the case may be) to comply with their respective obligations thereunder.

Reasons for the Disposal

Prior to the Disposal, the Group is engaged in the business of designing, manufacturing, marketing and distribution of Christmas festive products, which include artificial Christmas trees and other decorative accessories, and leisure furniture. The Group is also engaged in the business of design and production of 3-Dimensional computer graphics animation business.

The Directors consider the Company's markets, in particular for Christmas festive products in the U.S., and the Company's principal products are reaching a relatively mature stage with low growth prospects as compared to the high growth potential of the 3-Dimensional computer graphics animation business. The Directors consider that the Disposal represents a good opportunity for the Company to realise its investments in the Christmas festive products and leisure furniture businesses. Upon Completion, about 120 existing employees of the Group who are engaged in the Boto Business will be transferred to GFEL. Mr. Kao and Mr. Lam Pak Kin, Philip, who is the Deputy Managing Director of the Company, will be appointed as directors of GIHL, GGCL and GFEL.

FUTURE INTENTION OF THE GROUP

Following the Disposal, the Group will continue trading, particularly in further developing its 3-Dimensional computer graphics animation business, which is currently carried on by the Imagi Group. The Group commenced investment in the Imagi Group in October 2000. Since then, the Group has been actively pursuing its computer graphics animation business. The unaudited total assets of the Imagi Group amounted to approximately HK$34.2 million as at 31st January, 2002. One of the executive Directors, Mr. Kao Wai Ho, Francis, the son of Mr. Kao, is engaged in the management and operation of the Imagi Group on a full time basis. Another executive director of Imagi, Mr. Tse Chi Man, Terry, will be appointed to the board of the Company shortly. The Imagi Group is now focusing its resources on the production of "Zentrix", a 3-Dimensional computer graphics animated cartoon television series comprising 26 episodes of 26 minutes each.

The 3D production operations of the Imagi Group are carried out in a specially equipped studio in Chai Wan, Hong Kong, which has a gross floor area of 19,457 square feet, of which 15,906 square feet is leased from a company in which three Directors are interested at normal commercial terms at an aggregate annual rental of less than the HK$1 million threshold stipulated under Rule 14.24 (5) of the Listing Rules. The lease with the connected person includes a lease for 12,813 square feet which expired on 31st December, 2001. The Group is in the process of finalising the legal documents in relation to the renewal of the lease for 12,813 square feet and the new lease for 3,093 square feet, which will take effect from 1st January, 2002 and 1st March, 2002 respectively. The Group will comply with the relevant requirements of the Listing Rules when the legal documents in relation to the tenancies are finalised. The Imagi Group currently employs over 100 highly skilled engineers, animators, artists and multimedia professionals, who are engaged in various areas of 3D cartoon production, including story creation, 3D modeling, animation and rendering, synthetic character design and animation, virtual set design and integration, digital composite and layering, particle effects and pyrotechnics, rotoscoping and morphing. 

The management of the Company has been actively marketing the distribution of "Zentrix". There have been continuous negotiations with distributors, television networks, toys companies, and distribution agencies from around the world for the licensing rights of "Zentrix". On 28th December, 2001, Imagi (Zentrix) Licensing B.V., a wholly-owned subsidiary of Imagi, entered into an international distribution license agreement (the "License Agreement") with an European broadcaster, M6 Droits Audio Visuels ("M6 DA") for broadcasting distribution rights on "Zentrix". M6 DA is the second largest media organisation in France in terms of advertisement revenue. It markets and sells its own production and co-productions worldwide and manages a portfolio of rights to these and other productions. It sells to television networks in more than 50 countries. Pursuant to the terms of the License Agreement, M6 DA has the exclusive license to distribute "Zentrix" throughout the regions of Eastern and Western Europe, Middle East, and Africa in relation to video, pay per view, pay TV and free TV rights. Pursuant to the License Agreement, M6 DA should make the first payment of the licensing fees to the Group upon delivery of the first 5 episodes of "Zentrix", the delivery of which was made on 25th March, 2002. It is, therefore, expected that the Group will be able to generate revenue from its 3-Dimensional computer animation business from the second quarter of 2002 onwards. 

The management of the Imagi Group has also entered into negotiations, at various stages, with a number of internationally renowned industry players in respect of the setting-up of different distribution channels and various business opportunities in respect of Zentrix. In particular, the Imagi Group is at present negotiating a license agreement with one of the largest electronic gaming and toys companies in the world for the territory of Japan on "Zentrix" covering the various aspects of licensing rights in respect of, among others, broadcasting, toys and merchandising, DVD/video and television games.

The Group is committed to establishing the Imagi Group as one of the leaders in the field of digital entertainment business in Asia and in the world, and has identified three key business strategies for the medium term in order to achieve this corporate objective in the Asian region:

(i)
To become one of the leading 3D computer graphics animated cartoon studios in Asia

The Imagi Group aims to design and produce more high quality 3D computer graphics animated TV cartoon series and co-produce future selected titles with major Japanese and Hollywood studios.

(ii)
To become a leading full-service project management house in the field of 3D and 2D animation in Japan

The Imagi Group plans to establish a full-service project management house in Japan to manage the licensing rights of the Imagi Group's 3D and 2D animation in Japan and other parts of Asia, especially Hong Kong. 

(iii)
Strategic investments

The Imagi Group intends to actively look for computer graphics animations or other entertainment related projects within Asia which could create synergies with its existing operations and which are "in-line" with its strategies for long term investment and for furtherance of the Imagi Group's business activities.

The Hong Kong Government is supportive of innovation and technology development in Hong Kong. The Innovation and Technology Commission was set-up in July 2000 with the mission to spearhead Hong Kong's drive to become a world-class, knowledge-based economy. The digital entertainment industry has been identified as one of the potential industries for further development. With the support of the Hong Kong Government and the increasing application of digital and interactive technologies in various spheres of life (such as education and communication), the Directors are confident about the future development and prospects of the Imagi Group.

Upon Completion, the Group will consider investing into other businesses should suitable opportunities arise. Nevertheless, the Group does not presently have any specific plans for future major investments nor does it presently have any intention to make further major disposals or acquisitions in the near future.

PROPOSED CHANGES IN DIRECTORSHIP

It is currently expected that upon completion of the Disposal, two of the existing Directors (namely, Mr. Kui Yiu Ngok and Ms. Tsen Yun Lei, Liliana) will resign from the board, while Mr. Kao, the Chairman of the board of Directors, and Mr. Lam Pak Kin, Philip, the Deputy Managing Director, will remain in a non-executive role. Mr. Kao Wai Ho, Francis will continue as an executive Director and it is intended that Mr. Tse Chi Man, Terry will join the board. Consequently, an experienced management team will remain in place. The two current independent non-executive Directors, namely Mr. Alexander Reid Hamilton and Mr. Oh Kok Chi, will remain in office.

Set out below are the background and experience of Mr. Tse Chi Man, Terry:

Mr. Tse Chi Man, Terry, is the Corporate Development Director of the Group and an executive director of Imagi. Joining the Group in December 1999, Mr. Tse is in charge of the Group's strategic development, investor relations and the implementation of Boto.Net's business plan. Mr. Tse held senior positions in a number of renowned organizations, which include Chase Manhattan Asia Limited as a director, Inchcape Pacific Limited as Mergers and Acquisitions Director, Lerado Group Holdings Limited as Executive Director and Dresdner Kleinwort Benson China Limited as Managing Director. Mr. Tse holds a BBA degree and a MBA degree both from the University of Texas, Arlington.

THE BOTO PROPERTY DISPOSAL AGREEMENT

Date
:
29th March, 2002

Parties
:
(i)
Boto Company (in its capacity as the vendor of the Boto
Property); and



(ii)
GFEL (in its capacity as the purchaser of the Boto Property).

Asset to be disposed of

The Boto Property comprises Units 1 to 12 on 17th Floor of Eight Commercial Tower, which is located at 8 Sun Yip Street, Chai Wan, Hong Kong. The Boto Property was valued at HK$13.5 million as at 20th February, 2002 by FPD Savills International Property Consultants, an independent property valuer.

Consideration

The consideration for the Boto Property Disposal will amount to HK$13.5 million, which was determined based on the independent valuation and after arm's length negotiation between the parties. The consideration will be payable in cash at the time of completion of the Boto Property Disposal Agreement.

The Directors, including the independent non-executive Directors, consider that the consideration for the Boto Property Disposal is fair and reasonable to the Company.

Condition

Completion of the Boto Property Disposal is immediately after and on the same date as the completion of the Disposal Agreement.

Reason for the Boto Property Disposal

The Company will record a loss of approximately HK$42.4 million on disposal of the Boto Property. The Boto Property has been used in connection with the Boto Business. In view of the larger disposal contemplated by the Disposal Agreement, the Directors consider that it will be beneficial to the Purchasers for the Boto Property to be sold to GFEL.

USE OF PROCEEDS

The net proceeds from the Disposal and the Boto Property Disposal are expected to amount to about HK$1,000 million. It is the present intention of the Directors to distribute a substantial part of such proceeds to the Shareholders as a special cash dividend after Completion, the exact amount is yet to be determined, with the balance of the proceeds to be retained for working capital and future investment purposes. An announcement will be made when the amount of special cash dividend has been fixed and proposed. 

The Company and such of the companies which will continue to be its subsidiaries after the Completion will, following Completion, maintain net assets of not less than the amounts described in the sub-paragraph headed "Net asset value undertaking" under the paragraph headed "The Disposal Agreement" above in accordance with the terms of the Disposal Agreement. The Directors will, after taking into consideration the working capital requirements and the possible future investments of the Group, ensure that sufficient amount of funds will be retained for the furtherance and development of the 3D computer graphics animation business and for future investment purposes after the distribution of the aforesaid special cash dividend. The Company does not presently have any specific plans for future major investments nor does it presently have any intention to make further major disposals or acquisitions in the near future.

The Directors also believe that the Company will have sufficient operations for the continued listing of the Shares on the Stock Exchange as required under paragraph 38 of the listing agreement entered into by the Company and the Stock Exchange at the time of the listing of the Shares on the Stock Exchange.

CHANGE OF NAME

Subject to and after Completion, the Directors propose to change the name of the Company to Imagi International Holdings Limited.

The change of name will be subject to (i) the Completion; (ii) the passing of a special resolution by the Shareholders; and (iii) the approval of the Registrar of Companies in Bermuda. The change of name shall take effect from the date on which the new name is registered by the Registrar of Companies in Bermuda. The Company will, subject to satisfaction of the foregoing conditions, carry out the necessary filing procedures with the Registrars of Companies in Bermuda and Hong Kong.

The change of name will not affect any of the rights of any Shareholder. All existing share certificates in issue bearing "Boto International Holdings Limited" will, after the change of name, continue to be evidence of title to the shares of the Company under its new name and will be valid for trading, settlement and delivery for the same number of shares in the new name of the Company on the Stock Exchange.

The Company will make a further announcement on the effective date of the change of name.

ADOPTION OF THE NEW SHARE OPTION SCHEME

The Directors note that on 23rd August, 2001 the Stock Exchange announced amendments to Chapter 17 of the Listing Rules which came into effect on 1st September, 2001. In compliance with the above amendments to the Listing Rules and the announcement of the Stock Exchange, the Directors consider that it is in the interest of the Company to terminate the Existing Share Option Scheme and adopt the New Share Option Scheme. The adoption of the New Share Option Scheme is conditional upon:

(i)
the passing by the Shareholders at a special general meeting of the Company of an ordinary resolution approving the termination of the Existing Share Option Scheme and the adoption of the New Share Option Scheme; and

(ii)
the Listing Committee of the Stock Exchange granting approval for the New Share Option Scheme and the subsequent granting of any option thereunder, and granting the listing of, and permission to deal in, the new Shares which may fall to be issued upon exercise of the subscription rights under the options that may be granted under the new Share Option Scheme.

Upon termination of the Existing Share Option Scheme, no further options will be granted thereunder but in all other respects, the provisions of the Existing Share Option Scheme shall remain in force and all options granted prior to such termination shall continue to be valid and exercisable in accordance therewith.

GENERAL

Mr. Kao, the Chairman of the board of Directors and the Managing Director of the Company, is, as at the date hereof, directly interested in 62,055,000 Shares (about 1.8% of the Company's issued share capital), indirectly interested in 31,243,410 Shares (about 0.9% of the Company's issued share capital) which are held by Kessuda Consultants Limited, which is beneficially owned by Mr. Kao and beneficially interested in 1,823,815,030 Shares (about 53.0% of the Company's issued share capital) through Happy Nation's 51% interest in Sunni. Happy Nation is a company, which is indirectly wholly-owned by HSBC International Trustee Limited (in its capacity as the trustee of the Cheerco Trust, a discretionary trust of which Mr. Kao and his family members are discretionary objects). As Mr. Kao and Sino Pearl will together hold 30% of the entire issued share capital of GIHL, each of GIHL and its wholly-owned subsidiaries (i.e., GGCL and GFEL) will be an associate of Mr. Kao, and, hence, a connected person of the Company. Accordingly, the Disposal and the Boto Property Disposal will constitute connected transaction for the Company under the Listing Rules. The Disposal and the Boto Property Disposal together will also constitute a major transaction of the Company under the Listing Rules. The Disposal and the Boto Property Disposal will, therefore, be subject to the approval of the Independent Shareholders. Mr. Kao and his associates (including his family members, Kessuda Consultants Limited and Sunni) will abstain from voting on the Disposal Agreement and the Boto Property Disposal Agreement.

An independent board committee consisting of Messrs. Alexander Reid Hamilton and Oh Kok Chi has been formed to advise the Independent Shareholders on the Disposal. An independent financial adviser will be appointed to advise the independent board committee thereon. 

A circular of the Company, containing, among other things, details of the Disposal Agreement, the Boto Property Disposal Agreement, a letter from the independent board committee of the Company containing its recommendation to the Shareholders in respect of the Disposal and the Boto Property Disposal, a letter from the independent financial adviser to the independent board committee, the principal terms of the New Share Option Scheme and a notice convening a special general meeting of the Company, will be despatched to the Shareholders as soon as practicable. 

Trading in the Shares has been suspended at the request of the Company with effect from 9:30 a.m. on Tuesday, 2nd April, 2002 pending the release of this announcement. An application has been made to the Stock Exchange for resumption in trading of the Shares with effect from 9:30 a.m. on Wednesday, 3rd April, 2002.

DEFINITIONS

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

"associate"
has the meaning ascribed thereto under the Listing Rules

"B(L)L"
Boto (Licenses) Limited, a company which was incorporated in the Isle of Man with limited liability and which is wholly-owned subsidiary of Boto Strategic

"BIML"
Boto International Marketing Limited, a company which was incorporated in the British Virgin Islands with limited liability and which is a wholly-owned subsidiary of Boto Strategic 

"Bo Cheong"
Bo Cheong Manufacturing Company Limited, a company which was incorporated in Hong Kong with limited liability and which is owned as to 10% by Boto Company

"Bo Cheong Shares"
10,000 Class B shares of HK$1.00 each in the capital of Bo Cheong, representing 10% of the issued share capital of Bo Cheong

"Boji"
寶吉工藝品（深圳）有限公司 (Boji (Shenzhen) Company Limited), a wholly foreign owned enterprise established under the laws of the PRC and which is a wholly-owned subsidiary of GCL

"Boli"
Boli Company Limited, a company which was incorporated in Hong Kong with limited liability and which is a wholly-owned subsidiary of Boto Strategic

"Borrison"
寶麗順五金塑膠製品（深圳）有限公司 (Borrison Metals and Plastics Manufacturing (Shenzhen) Limited), a wholly foreign owned enterprise established under the laws of the PRC and which is a wholly-owned subsidiary of GIL

"Boto Business"
the business of the sale of artificial Christmas trees and related accessories, and purchase of raw materials carried on by Boto Company under the name of "Boto Company Limited" on the date of the Completion

"Boto Business Assets"
certain of the tangible and intangible assets of Boto Company relating to the Boto Business as at the date of the Completion

"Boto Company"
Boto Company Limited, a company which was incorporated in Hong Kong with limited liability and which is a wholly-owned subsidiary of Topway

"Boto Investments"
Boto Investments Inc., a company which was incorporated in the State of Delaware in the United States of America with limited liability and which is a wholly-owned subsidiary of Boto Strategic 

"Boto Property"
Units 1 to 12 on 17th Floor of Eight Commercial Tower, 8 Sun Yip Street, Chai Wan, Hong Kong

"Boto Property Disposal"
the disposal of the Boto Property by Boto Company to GFEL pursuant to the Boto Property Disposal Agreement

"Boto Property Disposal
the conditional sale and purchase agreement dated 29th 

  Agreement"
March,2002  made between Boto Company and GFEL in relation to the Boto Property  Disposal

"Boto Strategic"
Boto Strategic Holdings Limited, a company which was incorporated in British Virgin Islands with limited liability and which is a wholly-owned subsidiary of the Company

"Boto Strategic Shares"
10,000 ordinary shares of US$1 each in the capital of Boto Strategic, representing the entire issued share capital of Boto Strategic

"Boto.Net"
Boto.Net Solutions Limited, a company which was incorporated in Hong Kong with limited liability and which is a wholly-owned subsidiary of Topway

"Carlyle"
The Carlyle Group and its affiliates

"Company"
Boto International Holdings Limited, a company which was incorporated in Bermuda with limited liability, the shares of which are listed on the Stock Exchange

"Completion"
completion of the sale and purchase of the Sale Shares, the Boto Business, the Boto Business Assets and the GCL Loan in accordance with the terms of the Disposal Agreement

"Consideration"
the total consideration of HK$994 million for the Disposal

"Director(s)"
the director(s) of the Company, including the independent non-executive directors of the Company

"Disposal"
the disposal by the Group of the Sale Shares, the Boto Businesses, the Boto Business Assets and the GCL Loan

"Disposal Agreement"
the conditional sale and purchase agreement dated 29th March, 2002 entered into between the Company, Boto Company, GGCL, and GFEL in relation to, among other things, the Disposal

"Existing Share
the share option scheme adopted by the Company on 12th 

  Option Scheme"
February, 1997 

"Focal Consultants"
Focal Consultants Limited, a company which was incorporated in Hong Kong with limited liability and which is a wholly-owned subsidiary of Boto Strategic

"Focal Industrial"
Focal Industrial Limited, a company which was incorporated in Hong Kong with limited liability and which is a wholly-owned subsidiary of Boto Strategic

"Freyner"
Freyner Manufacturing Limited, a company which was incorporated in the British Virgin Islands with limited liability and which is a wholly-owned subsidiary of Topway

"GCL"
Goldenform Company Limited, a company which was incorporated in Hong Kong with limited liability, the ordinary share capital of which is wholly-owned by Smarter

"GCL Loan"
means all amounts payable by GCL to the Company amounting to HK$147,536,793

"GFEL"
Greenland Far East Limited, a company which was incorporated in Hong Kong with limited liability and which is a wholly-owned subsidiary of GGCL

"GGCL"
Greenland General Company Limited, a company which was incorporated in the British Virgin Islands with limited liability and which is a wholly-owned subsidiary of GIHL

"GIHL"
Greenland Investments Holdings Limited, a company incorporated in the British Virgin Islands which will be owned as to 29% by Sino Pearl, as to 1% by Mr. Kao and as to 70% by the limited partnerships affiliated with The Carlyle Group, and which is the holding company of GGCL

"GIL"
Goldenform Investments Limited, a company which was incorporated in Hong Kong with limited liability and which is a wholly-owned subsidiary of GCL

"Group"
the Company and its subsidiaries

"Happy Nation"
a company which is indirectly wholly-owned by HSBC International Trustee Limited (in its capacity as the trustee of the Cheerco Trust, a discretionary trust which of which Mr. Kao and his family members are discretionary objects)

"Imagi"
Imagi Production Limited, a company which was incorporated in Hong Kong with limited liability and which is owned as to 82.5% by Boto.Net and as to the balance 17.5% by Mr. Tang Tung Ming, the chief operating officer of Imagi

"Imagi Group"
Imagi, its subsidiaries and its fellow subsidiaries

"Independent Shareholders"
Shareholders other than Mr. Kao and his associates

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

"Mr. Kao"
Mr. Kao Cheung Chong, Michael

"New Share Option Scheme"
the new share option scheme proposed to be adopted by the Company at the special general meeting of the Company

"PRC"
People's Republic of China which, for the purpose of this announcement, excludes Hong Kong, the Macau Special Administrative Region of the PRC and Taiwan

"Purchaser(s)"
GFEL and GGCL

"Sale Shares"
the Boto Strategic Shares and the Bo Cheong Shares

"Share(s)"
ordinary share(s) of HK$0.02 each in the capital of the Company

"Shareholders"
holder(s) of Share(s)

"Sino Pearl"
Sino Pearl Venture Limited, a company which was incorporated in the British Virgin Islands with limited liability and which is a wholly-owned subsidiary of Happy Nation

"Smarter"
Smarter Base Limited, a company which was incorporated in the British Virgin Islands with limited liability and which is a wholly-owned subsidiary of Boto Strategic

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Subscription Agreement"
the conditional subscription agreement dated 29th March, 2002 entered into between certain limited partnerships affiliated with Carlyle, GIHL, Sino Pearl and Mr. Kao relating to, among other things, the subscription of shares in GIHL by such limited partnerships, Sino Pearl and Mr. Kao

 "Sunni"
Sunni International Limited

"TOB Notice Period" 
the period of 1 month commencing from the date of publication of the transfer of business notice by Boto Company and GFEL in compliance with the Transfer of Businesses (Protection of Creditors) Ordinance (Chapter 49 of the Laws of Hong Kong)

"TOB Proceeding"
any proceedings instituted against Boto Company or GFEL in respect of liabilities of Boto Company or of GFEL pursuant to Section 3 of the Transfer of Businesses (Protection of Creditors) Ordinance (Chapter 49 of the Laws of Hong Kong)

"Topway"
Topway Asset Limited, a company which was incorporated in the British Virgin Islands with limited liability and which is a wholly-owned subsidiary of the Company

"Vendor(s)"
the Company, Boto Company

By order of the board of Directors

Lam Pak Kin, Philip

Deputy Managing Director and Company Secretary

Hong Kong, 2nd April, 2002
"Please also refer to the published version of this announcement in the South China Morning Post"
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