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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CONNECTED TRANSACTIONS

In August 2000, the Company entered into the Stock Purchase Agreement pursuant to which it agreed to subscribe for 2,066,420 shares of Series B Preferred Stock in FreeBorders for an aggregate consideration of approximately US$5,600,000 (equivalent to approximately HK$43.7 million).

In November 2000, the Company entered into the Merger Agreement pursuant to which it agreed to lend to FreeBorders two sums of US$1,250,000 (equivalent to approximately HK$9.75 million) within two specified periods, which sum may be convertible into Preferred Stock of FreeBorders at the option of the Company.

FreeBorders was at the relevant times, and still is, a connected person of the Company for the purposes of the Listing Rules. Accordingly, each of the above transactions constituted a connected transaction of the Company under the Listing Rules.

The Company has not previously issued a press announcement in respect of the Subscription and is therefore in breach of the Listing Rules. The Stock Exchange has ruled that the Subscription and the Convertible Note Subscription should be aggregated pursuant to Rule 14.04(5) of the Listing Rules, and accordingly that a press announcement should have been made and prior independent shareholders' approval at a special general meeting of the Company should have been sought in respect of the Convertible Note Subscription. As no such press announcement has been made, nor approval been sought, this constituted a breach of the Listing Rules. The Stock Exchange has indicated to the Company that it reserves the right to take further action in respect of the breaches.

A circular containing details of the Convertible Note Subscription together with a notice of, and forms of proxy for, a special general meeting to ratify and/or approve the Convertible Note Subscription and the advice of the independent financial adviser to the independent board committee will be despatched to the shareholders of the Company as soon as is reasonably practicable.



1.
Stock Purchase Agreement

Date
:
August 24, 2000

Parties
:
1.
The Company



2.
FreeBorders.com, Inc.



3.
Certain other purchasers of Series B Preferred Stock
FreeBorders
:
At the time of the Stock Purchase Agreement, FreeBorders was a leading global supply chain solution provider focusing on creating efficiency in the soft goods industry, including apparel, textile and retail products. FreeBorders, formed in 1999, maintains its headquarters in San Francisco, California.



At the time the Stock Purchase Agreement was entered into, ICG Inc., through its wholly-owned subsidiary ICLP, was a controlling shareholder of the Company, and also had an approximately 37.84% interest in FreeBorders through its investment in Series A Preferred Stock and Common Stock.



FreeBorders was, and still is, a connected person of the Company, as defined in the Listing Rules, by virtue of it being an associate of ICLP, a controlling shareholder of the Company.

Subject matter
:
Under the Stock Purchase Agreement, FreeBorders sold an aggregate of 5,553,502 shares of Series B Preferred Stock to the Company and other investors.



The Company agreed to subscribe for 2,066,420 shares of Series B Preferred Stock from FreeBorders for an aggregate consideration of approximately US$5,600,000 (equivalent to approximately HK$43.7 million), payable in cash on subscription (the "Subscription"). The Subscription was funded with internal resources. Series A Preferred Stock and Series B Preferred Stock in FreeBorders each rank pari passu. Both Series A and Series B Preferred Stock have preference over Common Stock in relation to dividends and liquidation. In addition, such Preferred Stock have rights of redemption and rights of conversion into Common Stock in certain circumstances. Series A and Series B Preferred Stock have voting rights equivalent to the voting rights of the Common Stock into which such Preferred Stock may convert.



The subscription price of the Series B Preferred Stock was determined by reference to a market multiple times the expected 2001 gross revenue between the parties after arm's length negotiations, and was on the same terms as other independent third party investors in the Series B Preferred Stock.

Completion
:
Completion of the subscription of the Series B Preferred Stock occurred on August 24, 2000, as to 1,088,553 shares of Series B Preferred Stock, and October 26, 2000, as to 977,867 shares of Series B Preferred Stock.

Ownership
:
Upon completion of the Stock Purchase Agreement, the Company held approximately 8.38% of the total issued stock capital of FreeBorders. ICG Inc.'s investment in FreeBorders' Series A Preferred Stock and Common Stock became diluted to approximately 28.54% of the total issued stock capital in FreeBorders.

Reasons for the 
:
The FreeBorders investment is a key 
  Subscription

step in implementing the Company's 



strategy of investing in and building leading business-to-business e-commerce companies.

2.
Merger Agreement

Date
:
November 10, 2000

Parties
:
1.
The Company



2.
FreeBorders.com, Inc.



3.
Animated Images, Inc.



4.
1999 Internet Capital L.P.



5.
Stockholders' representative

Background
:
Both FreeBorders and AI were companies targeting the apparel/textiles vertical sector, with significant supply chains and business activities in Asia. The companies merged to obtain the benefits of cost-savings and synergies in the companies' customer relationships and skilled employees, and to facilitate the development of new product offerings.



Prior to entering into the Merger Agreement, ICG Inc. was a substantial shareholder in both FreeBorders (holding approximately a 28.54% interest) and AI (holding approximately a 40% interest).

Subject matter
:
The Merger Agreement sets out the terms and conditions of the merger between FreeBorders and AI. Completion of the Merger Agreement occurred on December 29, 2000.



Under the Merger Agreement, each of ICLP and the Company agreed to lend to FreeBorders two sums of US$1,250,000 (equivalent to approximately HK$9.75 million) within two specified periods (the "Convertible Note Subscription").



The first sum was advanced by the Company to FreeBorders on April 12, 2001. The Company funded this payment from internal resources. Such amount is convertible at the election of the Company into shares of FreeBorders Preferred Stock at a price per share equal to US$111.5 million (based on the combined value of the two entities at completion of the merger and equivalent to approximately HK$869.7 million. Such deemed value was used for the purpose of the completion of the merger. Details of the valuation of each entity will be outlined in the circular to shareholders) divided by the number of outstanding shares of FreeBorders Common Shares as of November 10, 2000 (of approximately 24,651,498 Common Shares) or, at the option of the Company, shares of such series of FreeBorders Preferred Stock as may be designated in any FreeBorders Preferred Stock equity financing prior to FreeBorders' initial public offering of its securities at a price per share equal to the price per share paid by third parties for such shares at the time of the preferred financing. The Convertible Note Subscription is not transferable.



Upon request by FreeBorders on a date between July 1, 2001 and January 15, 2002 the second sum will be made available and such amount is convertible at the election of the Company into shares of FreeBorders Preferred Stock, provided that the price per share shall equal the product of 7.43 multiplied times FreeBorders' gross revenue per share for the fiscal year 2001 or, at the option of the Company, shares of FreeBorders Preferred Stock at a price per share of equal to US$111.5 million (equivalent to approximately HK$869.7 million) divided by the number of outstanding shares of FreeBorders Common Shares as of November 10, 2000.



The interest rate for the convertible note is the prime rate charged by PNC Bank, National Association on the date of issuance of the convertible note, except that in the event of default the interest rate will be increased by 500 basis points, and the maturity of the Convertible Note Subscription will be three years from the date of the Convertible Note Subscription, compounded annually.



The parties intended to treat the Convertible Note Subscription as a deferred equity investment. The convertible note as structured provides the Company with an option as to whether to convert the instrument into equity or remain as a creditor.



Assuming conversion of the first sum, the Company would hold a 5.88% interest in FreeBorders on a primary basis, excluding the conversion of ICLP's Convertible Note Subscription or exercise of any other outstanding options. Assuming conversion of the second sum, the Company would hold a 6.53% interest in FreeBorders, again on a primary basis, excluding the conversion of ICLP's Convertible Note Subscription or exercise of any other outstanding options.

Reasons for the 
:
Following the merger, FreeBorders is 
  Convertible Note

a leading developer of collaborative 

  Subscription

product management software for the 


global soft goods and retail industry. 



The software integrates design, sourcing and delivery applications customised to the customer's environment and needs. The Convertible Note Subscription allows the Company to participate in the potential growth of a leading business-to-business software company.

3.
General

FreeBorders is one of ICG Inc.'s partner companies in the US. Headquartered in San Francisco, California, FreeBorders, following its merger with AI, is a leading developer of collaborative product management software that focuses on creating efficiency in the soft goods industry, including apparel, textile and retail products. FreeBorders offers a comprehensive design-to-delivery solution. The software integrates design, sourcing and delivery applications, customised to the customer's environment and needs.

The Company is principally engaged in business services, investments and operations related to information technology and other communication media, although some of its subsidiaries also continue some operations in toy manufacturing and property development and investment.

4.
Requirements for Disclosure and Shareholder's Approval

FreeBorders is a connected person of the Company by virtue of it being an associate of ICG Inc., whose wholly-owned subsidiary ICLP is the controlling shareholder of the Company. As a result, each of the Subscription and Convertible Note Subscription constituted a connected transaction of the Company under the Listing Rules.

The Company has not previously issued a press announcement in respect of the Subscription due to an internal administrative oversight. This constituted a breach of the Listing Rules.

In relation to the Convertible Note Subscription, management at the time did not conclude that this was a connected transaction under the Listing Rules and as a result did not take any actions to comply with the Listing Rules.

The Stock Exchange has ruled that the Subscription and the Convertible Note Subscription should be aggregated pursuant to Rule 14.04(5) of the Listing Rules, and accordingly that a press announcement at the material time should have been made and prior independent shareholders' approval at a special general meeting (the "SGM") should have been sought in respect of the Convertible Note Subscription. No press announcement has been made nor such approval been sought, which constituted a breach of the Listing Rules.

The Stock Exchange has indicated to the Company that it reserves the right to take further action in respect of the breaches.

5.
Despatch of Circular and Notice of Special General Meeting

An independent financial adviser will be appointed to advise an independent board committee established to consider the fairness and reasonableness of the terms and conditions of the Convertible Note Subscription.

A circular containing details of the Convertible Note Subscription, together with notice of, and forms of proxy for, a SGM to ratify and/or approve the Convertible Note Subscription, and the opinion of the independent financial adviser, will be despatched to the shareholders of the Company as soon as reasonably practicable. The circular will set out the information relevant to shareholders to assist them in their deliberations of the resolution to be proposed at the SGM, including possible consequences to the Company if the resolution is not supported at the SGM.

The controlling shareholder, ICLP, and other interested parties and their associates shall abstain from voting on the resolution to be proposed at the SGM.

6.
Definitions

"AI"
Animated Images, Inc., a Maine corporation

"associate(s)"
shall have the meaning ascribed to it in the Listing Rules

"Company"
ICG Asia Limited

"controlling shareholder"
shall have the meaning ascribed to it in the Listing Rules

"Directors"
the directors of the Company

"FreeBorders"
FreeBorders, Inc., formerly known as FreeBorders.com, Inc., a Delaware corporation

"ICLP"
1999 Internet Capital L.P., a Delaware corporation

"ICG Inc."
Internet Capital Group, Inc., a Delaware corporation and the controlling shareholder of the Company

"Listing Rules"
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited

"Merger Agreement"
the Agreement and Plan of Merger and Reorganisation, dated November 10, 2000, among FreeBorders, the Company and other parties named therein

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Stock Purchase Agreement"
the Stock Purchase Agreement, dated August 24, 2000, among FreeBorders, the Company and certain other investors

"substantial shareholder"
shall have the meaning ascribed to it in the Listing Rules

By Order of the Board

Joseph J. Kim

Deputy Chairman

Hong Kong, April 20, 2001

US dollar amounts stated in this announcement have been translated into Hong Kong dollars at the rate of US$1.00 to HK$7.8.

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