Please also refer to the published version of this announcement in the Hong Kong iMail.

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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ITC CORPORATION LIMITED
TUNG FONG HUNG (HOLDINGS) LIMITED

(incorporated in Bermuda with limited liability)
(incorporated in the Cayman Islands
 with limited liability)

Disposal of interests
in Tung Fong Hung
Change of substantial shareholder and disposal of shareholding interest 
in a subsidiary

The directors of Tung Fong Hung announce that they have been informed by ITC and Mainland Talent Developments Limited that ITC has entered into an agreement to sell its entire indirect interest in Tung Fong Hung of 242,306,000 shares, representing about 33.98% of its issued share capital, and a shareholder's loan of HK$425,604,344 (being substantially the cost of investment in Tung Fong Hung by ITC) to Mainland Talent Developments Limited, a company indirectly owned as to 50% by Ms. Lo Ki Yan, Karen and 50% by Ms. Yau Shun Tek, Cindy. The consideration for the shareholding and the shareholder’s loan is about HK$180 million, of which HK$55 million has been paid as a non-refundable deposit, HK$55 million will be paid on completion and the balance of about HK$70 million within six months of completion. The consideration represents an effective price per share in Tung Fong Hung of about HK$0.743, which compares with the closing price of the shares in Tung Fong Hung on 8th November, 2000 of HK$0.242 per share and represents a premium over that price of about 207%. 

As part of the arrangements between ITC and Mainland Talent Developments Limited, all the existing directors, including the independent non-executive directors, of Tung Fong Hung, being Messrs. Chan Kwok Hung, Cheung Kwok Wah, Lam Shan, Tong Chin Shing, Wong Kun To, Lee Kee Wai, Frank and Tsang Link Carl, Brian and Dr. Wang Chia Huang, Lawrence, will resign from the board of Tung Fong Hung with effect from 13th November, 2000 and Messrs. Kwong Wai Tim, William, Lai Ming Wai and Lam Ping Cheung, Andrew and Ms. Yau Shun Tek, Cindy will be appointed as directors of Tung Fong Hung with effect from 13th November, 2000. 

Tung Fong Hung has also entered into an agreement with See Ying, a wholly owned subsidiary of CIGA under which it has agreed to sell 49% of its shareholding interest in TFH Investment for an aggregate consideration of HK$44.1 million. TFH Investment is the intermediate holding company which holds the Tung Fong Hung group's interests in Chinese medicine, food supplements, health products, pharmaceutical products and internet business. Under the agreement, See Ying has also granted Tung Fong Hung a put option under which Tung Fong Hung has the right to require See Ying to acquire the balance of its shareholding in TFH Investment at an aggregate consideration of HK$45.9 million at any time during the two year period commencing 10th November, 2000.

In addition to its 51% interest in TFH Investment, Tung Fong Hung will continue to be engaged in property investment. It is the intention of the new substantial shareholder to carry on the existing businesses of Tung Fong Hung and to improve the efficiency of these businesses in order to generate profits.

At the request of Tung Fong Hung, trading of its securities was suspended at 10:00 a.m. on Thursday, 9th November, 2000. An application has been made to the Stock Exchange for the resumption of trading of securities in Tung Fong Hung at 10:00 a.m. on Monday, 13th November, 2000. 

DISPOSAL OF ITS interests in TUNG FONG HUNG BY ITC AND A CHANGE OF SUBSTANTIAL SHAREHOLDER FOR TUNG FONG HUNG

The directors of Tung Fong Hung (Holdings) Limited (“Tung Fong Hung”) announce that they have been informed by ITC Corporation Limited (“ITC”) and Mainland Talent Developments Limited that ITC has entered into an agreement dated 10th November, 2000 to sell its entire indirect interest in Tung Fong Hung of 242,306,000 shares, representing about 33.98% of its issued share capital, and a shareholder's loan of HK$425,604,344 (being substantially the cost of investment in Tung Fong Hung by ITC) to Mainland Talent Developments Limited, a company indirectly owned as to 50% by Ms. Lo Ki Yan, Karen and 50% by Ms. Yau Shun Tek, Cindy. The consideration for the shareholding and the shareholder’s loan is about HK$180 million, of which HK$55 million has been paid as a non-refundable deposit, HK$55 million will be paid on completion and the balance of about HK$70 million within six months of completion. Based on Tung Fong Hung’s understanding from Mainland Talent Developments Limited, other than the 33.98% interest in Tung Fong Hung to be acquired under the agreement, Mainland Talent Developments Limited and parties acting in concert with it do not hold any shares in Tung Fong Hung.

Completion of the transaction will take place on the fifteenth day after the date of the agreement whereupon relevant documents will be delivered which include, amongst other things, share certificates, instruments of transfer, loan assignment documents and share mortgage documents. Until such time as the consideration has been paid in full, ITC will hold various first legal charges over the shares of various intermediate holding companies which hold shares in Tung Fong Hung and the related shareholder’s loans together with a charge over 64,106,000 shares in Tung Fong Hung held by one of the intermediate holding companies. 

The consideration represents an effective price per share in Tung Fong Hung of about HK$0.743, which compares with the closing price of the shares in Tung Fong Hung on 8th November, 2000 of HK$0.242 per share and represents a premium over that price of about 207%.

As part of the arrangements between ITC and Mainland Talent Developments Limited, all the existing directors, including the independent non-executive directors, of Tung Fong Hung, being Messrs. Chan Kwok Hung, Cheung Kwok Wah, Lam Shan, Tong Chin Shing, Wong Kun To, Lee Kee Wai, Frank and Tsang Link Carl, Brian and Dr. Wang Chia Huang, Lawrence, will resign from the board of Tung Fong Hung with effect from 13th November, 2000. Mr. Kwong Wai Tim, William and Ms. Yau Shun Tek, Cindy will be appointed as executive directors of Tung Fong Hung and Messrs. Lai Ming Wai and Lam Ping Cheung, Andrew will be appointed as independent non-executive directors of Tung Fong Hung with effect from 13th November, 2000. Apart from the change of directors, the directors of Tung Fong Hung understand that there will not be substantial change in the senior management of Tung Fong Hung and its subsidiaries.

Mr. Kwong Wai Tim, William has over 15 years of experience in banking and corporate finance and was a member of the Council of the Stock Exchange from 1995 to 1997. Ms. Yau Shun Tek, Cindy has been involved in trading of electrical appliances and property development in China for years. Mr. Lam Ping Cheung, Andrew is a solicitor and a director of several companies listed on the Stock Exchange. Mr. Lai Ming Wai is a professional financial consultant and has extensive experience in banking. 
THE AGREEMENT TO SELL A 49% INTEREST IN TUNG FONG HUNG INVESTMENT LIMITED (“TFH INVESTMENT”) 

Date:
10th November, 2000

Parties: 



The vendor: 
Tung Fong Hung 


The purchaser: 
 See Ying Limited (“See Ying”), a wholly owned subsidiary of China Internet Global Alliance Limited (“CIGA”) 

Interest to be sold

A 49% interest in TFH Investment. TFH Investment is a company incorporated on 29th November, 1994. It is the intermediate holding company of Tung Fong Hung's principal subsidiaries engaged in Chinese medicine, food supplements, health products, pharmaceutical products and internet business. 

Consideration

The consideration for the 49% interest in TFH Investment is HK$44.1 million which will be payable in cash on completion. The consideration was agreed after arm's length negotiations between the parties. The consideration, which is 5.3% lower than the unaudited proforma consolidated net assets of TFH Investment as at 6th November, 2000 of about HK$46.55 million attributable to the 49% interest, takes account of the fact that the operations of TFH Investment have been loss making. The directors of Tung Fong Hung are of the view that the consideration is fair and reasonable. Based on the proforma combined audited results of the relevant subsidiaries now held by TFH Investment, its results for the two years ended 31st March, 1999 and 31st March, 2000 are as follows:


Year ended 31st March

 
1999
2000


HK$'000
HK$'000 

Turnover 
299,044
297,427 

Net loss before taxation and extraordinary items 
19,021
49,773 

Net loss after taxation and extraordinary items 
18,884
37,025 

Benefits of the realisation and use of the proceeds of the realisation

The disposal of a 49% interest in TFH Investment will enable Tung Fong Hung to realise a portion of its interest in a number of loss making companies while still maintaining a 51% interest in these businesses. The proceeds of the realisation will be used for general working capital purpose.

Put option on the balance of the 51% interest in TFH Investment

The agreement also provides that See Ying will grant a put option to Tung Fong Hung under which it will be entitled but not obliged to sell the balance of its interest in TFH Investment at any time during the two year period from 10th November, 2000 at a price of HK$45.9 million. The basis of consideration was determined after arm's length negotiations between the parties and is at the same price as the disposal of the 49% interest in TFH Investment. As far as the directors of Tung Fong Hung are aware, no decision has been made regarding the exercise of the put option, nor, if it were to be exercised, the intended application of the sale proceeds.

Under the agreement, the approval of See Ying will be required for a number of matters, including changes to the board of TFH Investment and its subsidiaries, authorised bank signatories and management, the disposal of assets and changes in capital structure or the creation of liabilities outside the ordinary course of business. The effect of these provisions is that the operations of TFH Investment will remain under their present management.

In the event that the put option is exercised and the remaining 51% interest in TFH Investment is acquired from Tung Fong Hung by See Ying, this will constitute a connected transaction for Tung Fong Hung under the Listing Rules as See Ying will be a substantial shareholder of a subsidiary of Tung Fong Hung by the time the put option is exercised. Therefore such transaction will be subject to all relevant disclosure and approval requirements under the Listing Rules. 

Intention of the new substantial shareholder

After the completion of the agreement with See Ying, Tung Fong Hung will retain 51% of its shareholding interest in TFH Investment and its property investment. Under the agreement, See Ying will be entitled to appoint up to 2 persons as directors of TFH Investment and its subsidiaries. The existing board of directors of TFH Investment consists of 4 directors. Based on Tung Fong Hung’s understanding from See Ying, it is the intention of the new substantial shareholder to carry on the existing businesses of TFH Investment and to improve the efficiency of these businesses in order to generate profits.

THE SHAREHOLDING STRUCTURE OF ITC, TUNG FONG HUNG AND CIGA BEFORE AND AFTER THE CHANGE IN THE SUBSTANTIAL SHAREHOLDER OF TUNG FONG HUNG AND THE SALE OF 49% INTEREST IN TFH INVESTMENT

The existing shareholding structure of ITC, Tung Fong Hung and CIGA is in summary as follows:
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The shareholding structure of ITC, Tung Fong Hung and CIGA after the change in the substantial shareholder of Tung Fong Hung and the sale of 49% interest in TFH Investment is in summary as follows:
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GENERAL

At the request of Tung Fong Hung, trading of its securities was suspended at 10:00 a.m. on Thursday, 9th November, 2000. An application has been made to the Stock Exchange for the resumption of trading of securities in Tung Fong Hung at 10:00 a.m. on Monday, 13th November, 2000.

By Order of the Board 
ITC Corporation Limited
Wong Lai Kin, Elsa
Company Secretary
By Order of the Board
Tung Fong Hung (Holdings) Limited
Cheung Lin Shun
Company Secretary 
Hong Kong, 10th November, 2000 
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