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 part of the contents of this announcement.

This announcement is for information only and does not constitute an invitation or offer to acquire, purchase or subscribe for securities of CIL Holdings Limited.
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CIL HOLDINGS LIMITED

(incorporated in Bermuda with limited liability)

Share transaction

Further delay in the publication of

the results of the Group for the year ended 30 June 1999 and

for the six months ended 31 December 1999 and

despatch of the annual report and the interim report

On 28 August 2000, E-Development as purchaser, entered into a conditional sale and purchase agreement with the First Vendor and the Second Vendor as vendors, and the Company as guarantor in relation to the acquisition of 9.96% interest in Victory Tech.  Following completion of the Agreement, E-Development will be interested in a total of 19.96% of the issued share capital of Victory Tech.

The total consideration payable by E-Development for the 9.96% interest in Victory Tech is HK$24.9 million, and will be satisfied by the allotment and issue of a total of 249,000,000 new CIL Shares at the issue price of HK$0.10 per CIL Share.  The issue price represents (i) a premium of about 186 % over the closing price of HK$0.035 quoted on the Stock Exchange on 28 August 2000, being the date of the Agreement; and (ii) a premium of about 117% over the average closing price of HK$0.046 quoted on the Stock Exchange for the 10 trading days ended on 28 August 2000.

The Consideration Shares to be issued to the First Vendor and the Second Vendor in aggregate represent about 7.96% of the issued share capital of the Company as at the date of this announcement, and about 7.37% of the issued share capital of the Company as enlarged by the issue of the Consideration Shares.

The Agreement constitutes a share transaction for the Company under Chapter 14 of the Listing Rules.

Under the First Acquisition Agreement, the Company acquired about 10.00% of the issued share capital of Victory Tech for a consideration of HK$25,000,000.  The aggregate value payable by the Company's interest of about 19.96% in Victory Tech amounts to about HK$49,900,000.  

This announcement refers to a press article appeared in the press on 26 August 2000 and information on legal actions against the Group.  The Directors are of the view that legal actions against the Group can be settled amicably and that they will be of no material adverse impact on the Group.

There will be further delay in the publication of the results of the Group for the year ended 30 June 1999 ("Final Results") and for the 6 months ended 31 December 1999 ("Interim Results"), and despatch of the annual report of the Company for the year ended 30 June 1999 ("Annual Report") and the interim report of the Company for the 6 months ended 31 December 1999 ("Interim Report") for reasons set out below.

This announcement also refers to the recent decrease in the price and increase in the trading volume of the CIL Shares.

1.
THE SHARE TRANSACTION

The Agreement

Date
28 August 2000

Parties

1.
E-Development as purchaser;

2.
HK Weaver Group Limited, the First Vendor (as First Vendor for the disposal of 159,360 Sale Shares, representing about 7.97% of the issued share capital of Victory Tech);

3. 
Mr. Wong Chi Keung, the Second Vendor (as Second Vendor for the disposal of 39,840 Sale Shares, representing about 1.99% of the issued share capital of Victory Tech); and

4.
the Company as guarantor.

Each of the First Vendor, the Second Vendor, and Victory Tech is an independent third party not connected with any director, chief executive or substantial shareholder of the Company or any of its subsidiaries or their respective associates for the purposes of the Listing Rules. 

The First Vendor is a company incorporated in the British Virgin Islands with limited liability and its ultimate holding company is Kingsway International Holdings Limited.  Kingsway International Holdings Limited is a company listed on the Vancouver Stock Exchange.

Prior to entering into the Agreement, the Company was interested in about 10.00% of the issued share capital of Victory Tech, which was acquired by the Company under a separate agreement, namely the First Acquisition Agreement.

Asset to be acquired

Under the Agreement, a total of about 9.96% of the issued share capital of Victory Tech would be acquired by the Company. 

Under the First Acquisition Agreement, E-Development has already acquired 10.00% of the issued share capital of Victory Tech at a consideration of HK$25,000,000, payable in cash by 3 instalments, with the last instalment payable on or before 6 June 2001.

Following completion of the Agreement, E-Development will be interested in a total of about 19.96% of the issued share capital of Victory Tech.  The Company intends to hold its interest in Victory Tech as long term investment.

Consideration

A total of HK$24.9 million which was arrived at based on arm's length negotiations between the parties to the Agreement.  

The consideration is arrived at after taking into account of the independent professional valuation on Victory Tech with a value which lies within a range, the mean of which was at HK$255,000,000 as at 29 May 2000.  The said valuation was prepared by Chesterton Petty Limited using discounted cash flow method.  Based on this valuation figure, the value of about 9.96% of the issued share capital of Victory Tech is worth about HK$25.40 million.  The consideration of HK$24.9 million represents about 1.96% discount to the valuation figure.

The consideration is to be satisfied by the issue and allotment of the First Consideration Shares and the Second Consideration Shares, credited as fully paid at the issue price of HK$0.10 each, to the First Vendor and the Second Vendor (or their respective nominee(s)) respectively.  The issue price per Consideration Share is determined by reference to the closing price of the CIL Shares on the date of the Agreement and represents (i) a premium of about 186 % over the closing price of HK$0.035  as quoted on the Stock Exchange on 28 August 2000, being the date of the Agreement; and (ii) a premium of about 117% over the average closing price of HK$0.046  as quoted on the Stock Exchange for the 10 trading days ended on 28 August 2000.

The Consideration Shares will be issued under the general mandate granted by shareholders of the Company to the Directors to allot and issue CIL Shares at a special general meeting held on 29 July 2000.  The Directors warrant that the Company has the authority to issue the Consideration Shares under the said mandate.

The Consideration Shares represent about 7.96% of the existing issued share capital of the Company of 3,127,614,739 as at the date of the Agreement, and about 7.37% of its share capital as enlarged by the issue of the Consideration Shares.

Following completion of the Agreement, the First Vendor will be interested in 199,200,000 CIL Shares and the Second Vendor will be interested in 49,800,000 CIL Shares, representing about 6.37% and about 1.59% of the issued share capital of the Company respectively, and about 5.90% and about 1.47% of the share capital of the Company as enlarged by the issue of the Consideration Shares respectively.  

As at the date of the Agreement, there is no substantial shareholder of the Company.

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

Completion date

Completion of the Agreement is expected to take place on the Business Day immediately following the fulfilment of all the conditions. 

Conditions

Completion of the Agreement is subject to the following conditions being fulfilled on or before the Longstop Date:

(a)
the receipt by the Guarantor of all necessary consents, authorisations or other approvals of any kind in connection with the entering into and performance of the terms of the Agreement by the Guarantor be required under the Listing Rules or from any competent regulatory authorities; and

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

The Guarantor has agreed to use its best endeavours to procure the fulfillment of the conditions on or before the Longstop Date.

If the above conditions are not fulfilled on or before the Longstop Date, the Agreement shall terminate and none of the parties to the Agreement shall have any claim against the other party save for antecedent breaches.

Shareholding structure of Victory Tech


Before
After
After exercise of


Completion
Completion
the options*

The Company
10.00%
19.96%
19.96%

First Vendor
66.40%
58.43%
52.03%

Second Vendor
16.60%
14.60%
13.01%

ATX Limited
7.00%
7.00%
15.00%

Total
100.00%
100.00%
100.00%

*
ATX Limited is a wholly owned subsidiary of a company listed on the Stock Exchange.  The First Vendor and the Second Vendor have granted options to ATX Limited to acquire additional 160,000 shares in aggregate (representing about 8% of the issued share capital) of Victory Tech, within 12 months from 27 July 2000.  

Ranking of the Consideration Shares

The Consideration Shares when issued, will rank pari passu in all respect with the existing issued CIL Shares on the date of issue of the Consideration Shares.

Information on Victory Tech

Victory Tech is a company incorporated in Hong Kong with an authorised, issued and paid up capital of HK$2,000,000.  Victory Tech is engaged in the development and operation of websites.  The main operating businesses of Victory Tech currently comprise the "Airlodge.com" and "Cult-ture.com" websites.  The domain names of "Airlodge.com" and "Cult-ture.com" are owned by Victory Tech.  

Victory Tech was incorporated on 22 September 1999 and no audited accounts have yet been prepared.  According to the unaudited management accounts of Victory Tech for the period commencing from its incorporation up to 30 June 2000, Victory Tech has accumulated loss of about HK$3,464,000 and has a net deficit of about HK$978,000.

The "Airlodge.com"

The "Airlodge.com" is wholly owned by Victory Tech.  It was launched in February 2000 and is a one-stop on-line travel agent in Hong Kong and the Greater China region.  The core businesses of "Airlodge.com" include on-line ticketing and hotel reservation, sale of banner advertisements, sale of package tours as well as the organisation and sale of activity/event-driven specialty tours such as diving tours, golf tours, massage tours, music tours, dolphin watching tours, glacier tours and bird watching tours, etc.  Based on available information, during the past month, the daily average page view rate for "Airlodge.com" was about 220,000.  

The "Cult-ture.com"

The "Cult-ture.com" is owned as to 80% by Victory Tech and as to 20% by independent third parties which are not connected with any director, chief executive, substantial shareholder of the Company and any of its subsidiaries or their respective associates for the purposes of the Listing Rules.

It was launched in March 2000 and is a web-based music studio and an interactive realm for musicians, artists and music lovers.  The core businesses of "Cult-ture.com" include the sale of musical products through on-line auctions or associate programs from reputable B2C players, sale of banner advertisements, the organisation of music classes and musical events, and any other business opportunities in the music area, which may involve partnership with music talents.  Based on available information, during the past month, the daily average page view rate for "Cult-ture.com" was about 12,000.

Reasons and benefits of the acquisition

The principal activities of the Company and its subsidiaries are investment holdings and contracting in interior decoration and renovation, electrical and mechanical engineering and trading of building and interior decoration materials, and the design and manufacturing of multi-media and digital communication products, broadband multi-media set-top boxes, CDMA mobile phones and DVD players.

The Directors consider that it will be in the best interests of the Company to diversify into other areas with better prospects, such as high technology.  The issue of the Consideration Shares would enable the Group to acquire assets without incurring any cash outlay, and to broaden its shareholder base.  The Directors consider the terms of the Agreement are fair and reasonable. 

The Directors consider that the "Airlodge.com" and the "Cult-ture.com" websites, with their unique and attractive concepts and the dedicated management teams, are good investment opportunities for the Company.  The Directors further believe that the acquisition of a total of about 19.96% interest in Victory Tech provides the Company an opportunity to participate in the high growth e-commerce sectors.  At present, the Directors do not have any plan to acquire further interest in Victory Tech.

General

The board of Victory Tech currently consists of 5 directors.  Neither the First Vendor nor the Second Vendor had been given any right to make any appointment to the board of Directors. The Company will not make any appointment to the board of directors of Victory Tech.  

The transactions contemplated under the Agreement constitute a share transaction for the Company under the Listing Rules.

The aggregate value payable by the Company's interest of about 19.96% in Victory Tech amounts to about HK$49,900,000.  Based on the unaudited consolidated net tangible assets of the Group as at 30 June 1999, the transactions contemplated under the Agreement and the First Acquisition Agreement represent less than 15% of such figure.

2.
INFOMRATION ON LEGAL ACTIONS AGAINST THE GROUP

A press article appeared in the press on 26 August 2000 relating to a legal action against a subsidiary of the Company.  However, as at the date of the announcement, the Company has not received the relevant document in relation to the petition.  Further clarification will be made when the Company has received the relevant documents regarding the said petition, where necessary.

The total debts involved in litigation cases amount to an aggregate of about HK$30.9 million.  The Company is in active negotiation with the respective parties involved with a view to enter into settlement arrangements with them.  In some cases, negotiations for settlement are in the final stage.  The Directors are of the view that legal actions against the Group can be settled amicably and that they will be of no material adverse impact on the Group.  

3.
FURTHER DELAY IN THE PUBLICATION OF THE FINAL RESULTS AND INTERIM RESULTS, AND DESPATCH OF THE ANNUAL REPORT AND THE INTERIM REPORT

Further to the Company's announcement of 31 July 2000, the board of Directors announces that due to the departure of eight accounting staff members during the period from July 1999 to May 2000, interruption and delay has been caused in coordinating the auditors in the course of finalizing the audit of the Group's accounts.  Despite five accounting staff members have been recruited since July 1999 and the appointment of a finance director in July 2000, the Final Results and the Interim Results have not been finalized yet.  The Directors expect that the Final Results will be published on or before 30 September 2000 and the Interim Results will be published within 6 to 8 weeks thereafter.  The Directors also expect that the Annual Report and the Interim Report will be despatched within 4 weeks and 2 weeks following the publication of the Annual Results and Interim Results respectively.  

Since the Company is in breach of the Listing Agreement to send the annual report and interim report to its shareholders within five months of the financial year-end and three months of the relevant period respectively, the Stock Exchange has expressly reserved its rights to take appropriate action against the Company and/or the Directors for such breach.

The Directors have not dealt in any CIL Shares since 25 January 2000 and undertake to the Stock Exchange that they will not deal in any CIL Shares until the Final Results and the Interim Results are published.

4.
DECREASE IN THE PRICE AND INCREASE IN TRADING VOLUME OF CIL SHARES

This statement is made at the request of the Stock Exchange.  

We have noted the recent decrease in the price and the increase in trading volume of the CIL Shares.  We wish to state that save as disclosed in this announcement, we were not aware of any reasons for such  decrease in the price and increase in trading volume of the CIL Shares.  

We also confirm that save as disclosed in this announcement, there are no negotiations or agreements relating to intended acquisitions or realisations which are discloseable under paragraph 3 of the Listing Agreement, neither is the board of Directors aware of any matter discloseable under the general obligations imposed by paragraph 2 of the Listing Agreement, which is or may be of a price-sensitive nature.

Made by the order of the board of Directors, of which (except for Mr. Mark Robert Taylor, Mr. Ng Tak Kwan, Tony, Mr. Li Qinyi, and Mr. Ke Jun Xiang, four Directors out of a total of six executive Directors, who cannot be contacted for confirmation) individually and jointly accept responsibility for the accuracy of this statement contained in this section.

Definitions

In this announcement, the expressions below have the meanings assigned:

"Agreement"
means the agreement entered into by the Company, E-Development, the First Vendor and the Second Vendor in relation to the acquisition of about 9.96% interest in Victory Tech;

"Board"
means the board of Directors of the Company for the time being;

"Business Day"
has the meaning ascribed to it under the Listing Rules; 

"Companies Ordinance"
means the Companies Ordinance, Chapter 32 of the Laws of Hong Kong;

"Company"
means CIL Holdings Limited, a company incorporated in Bermuda with limited liability and whose shares are listed on the Stock Exchange;

"CIL Shares"
means ordinary shares of par value HK$0.10 each in the capital of CIL; 

"Completion"
means completion of the sale and purchase of the First Sale Shares and the Second Sale Shares pursuant to the provisions of the Agreement;

"Consideration"
means an aggregate consideration of HK$24,900,000 for the Sale Shares, to be settled by the issue of the Consideration Shares;

"Consideration Shares"
means the First Consideration Shares and the Second Consideration Shares;

"Director"
means a director of the Company for the time being;

"E-Development"
means E-Development Limited, a company incorporated on 18 May 2000 in the British Virgin Islands with limited liability and a wholly owned subsidiary of the Company;

"First Acquisition Agreement"
means the sale and purchase agreement dated 5 June 2000 and a supplemental agreement dated 26 July 2000 entered into between E-Development, the First Vendor, the Second Vendor and the Company;

"First Consideration Shares"
means 199,200,000 CIL Shares to be issued as full settlement of the consideration for the First Sale Shares;

"First Sale Shares"
means the 159,360 Sale Shares to be disposed of by the First Vendor;

"Group"
means the Company and its subsidiaries;

"HK$"
means the lawful currency of Hong Kong for the time being;

"Hong Kong"
means the Hong Kong Special Administrative Region of the People's Republic of China;

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

"Longstop Date"
means 4:00 p.m. on 30 August 2000, or such other date(s) as may be agreed by the parties to the Agreement in writing;

"Sale Shares"
means the First Sale Shares and the Second Sale Shares;

"Second Consideration Shares"
means 49,800,000 CIL Shares to be issued as full settlement of the consideration for the Second Sale Shares;

"Second Sale Shares"
means the 39,840 Sale Shares to be disposed of by the Second Vendor;

"Shares"
means ordinary shares of par value HK$1.00 each in the capital of Victory Tech;

"Stock Exchange"
means The Stock Exchange of Hong Kong Limited; 

"Victory Tech"
means Victory Tech Investment Limited, a company incorporated in Hong Kong with limited liability.


By order of the Board


CIL Holdings Limited


Joseph Szeto


Chairman and Managing Director

Hong Kong, 28 August, 2000
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