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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 AND DISCLOSEABLE TRANSACTIONS
ENTERING INTO OF THE TRANSFER OF BUSINESS AGREEMENT

On 27 June 2006, Star Palace, a 70% owned subsidiary of the Company, entered into the Transfer

of Business Agreement with the Transferee, pursuant to which Star Palace agreed to sell and the

Transferee agreed to purchase the Retail Assets, at a consideration of HK$950,000, subject to

adjustment at Completion. Upon completion of such sale and purchase, Star Palace will cease to

conduct the Shoes and Bags Retail Business.

As Mr. Law Kar Po and Ms. Law Wing Yee, Wendy, two of the directors of the Company, hold

70% and 30% interests in the Transferee respectively, the entering into of the Transfer of Business

Agreement between Star Palace and the Transferee constitutes a connected transaction for the

Company under the Listing Rules. Given that each of the assets, revenue ratio and consideration

ratio as defined under rule 14.04 is less than 25% and that the total consideration payable by the

Transferee is less than HK$10,000,000, the transaction is only subject to reporting and announcement

requirements under rules 14A.32(2) of the Listing Rules and is exempt from the independent

shareholders’ approval requirement. The entering into of the Transfer of Business Agreement also

constitutes a discloseable transaction for the Company under the Listing Rules.

A circular containing, among other things, details of the Transfer of Business Agreement, will be

despatched to the shareholders of the Company as soon as practicable.

THE TRANSFER OF BUSINESS AGREEMENT DATED 27 JUNE 2006

Parties:

Vendor: Star Palace, a company owned as to 70% by the Company

Buyer: The Transferee, a company wholly owned by two of the directors of the Company, namely

Mr. Law Kar Po and Ms. Law Wing Yee, Wendy (who are also directors of the Transferee)

Assets to be transferred:

Retail Assets including, but not limited to, stocks as at commencement of business of 15 June 2006,

equipments, fixed assets, contracts, business records, rights in the use of licenses and interests in the

entire issued share capital of Star Power and Star Chain which are all related to the Shoes and Bags

Retail Business.

The Retail Assets to be transferred exclude the trademark “MOCCA” registered under the name of the

Company, which will be licensed to the Transferee at HK$1 until deregistration of the same forthwith

after the Completion.

Repayment of shareholders loans

Each of Star Power and Star Chain, being wholly-owned subsidiary of Star Palace, is the tenant to a

tenancy agreement, respectively.
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The Transferee has undertaken to procure the repayment by Star Chain and Star Power of shareholder’s

loans in the total sum of HK$739,920.86, representing aggregate rental deposits under the tenancy

agreements, to Star Palace on or before 31 August 2006.

Employees

The Transferee has agreed to offer new employment contracts with all of the existing permanent staff of

the Shoes and Bags Retail Business on substantially the same terms of employment with effect from the

day immediately after the Completion.

Cut-off Time:

Commencing from 0:00 on 15 June 2006, all revenues, incomes, receivables, expenditures, outgoings

and payables, arising out of or in connection with the Shoes and Bags Retail Business and as shown on

Star Palace’s business records, would be taken up by the Transferee.

Consideration

The consideration payable by the Transferee for the transfer of the Retail Assets shall be HK$950,000,

subject to adjustment at Completion to income and expenses incurred after the Cut-Off Time provided

that net adjustment of less than HK$10,000 will be disregarded.

The consideration of HK$950,000 shall be paid at Completion by Hong Kong dollars cheque drawn

from a Hong Kong licensed bank. The adjustment will be settled, by Hong Kong dollars cheque drawn

from a Hong Kong licensed bank, on or before 31 August 2006 after agreement on the adjustment by the

parties having regards to third parties invoices and vouchers presented to Star Palace.

Conditions Precedent

Completion of the Transfer of Business Agreement is conditional upon the fulfillment or waiver of, inter

alia, the following conditions:

(i) approval by the directors (including the independent non-executive directors) of the Company of

the transactions contemplated under the Transfer of Business Agreement; and

(ii) a notice of transfer being duly published in accordance with the provisions of Section 4 of the

Transfer of Business (Protection of Creditors) Ordinance (Chapter 49 of the Laws of Hong Kong).

The parties shall use their respective best endeavours to procure the fulfillment of all conditions on or

before 30 June 2006.

Completion

On or about 30 June 2006, or three business days upon fulfillment or waiver of the last condition, but in

any event no later than 31 August 2006.

REASONS FOR AND BENEFITS OF ENTERING INTO OF THE TRANSFER OF BUSINESS
AGREEMENT

The Company is primarily an investment holding company and its investment portfolio includes (i)

hotel and real estate investments; (ii) trading, distribution and retailing of leather products (which

comprises the trading and distribution of leather products and the Shoes and Bags Retail Business); and

(iii) healthcare and medical-related business.

The principal activity of the Transferee is retailing.

The board of directors of the Company has determined to discontinue the Shoes and Bags Retail

Business and continue its existing business with a focus on hotel and real estate investments.
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The terms of the Transfer of Business Agreement are negotiated after arm’s length negotiation between

the parties. The consideration was determined having regards to the estimated net realizable value of the

Retail Assets to be sold, an offer by an independent third party on the Retail Assets, the agreement by

the Transferee to take up the existing tenancies in respect of the Shoes and Bags Retail Business which

will release Star Palace from the exposure to claim for outstanding rental commitments over the unexpired

lease periods, the agreement by the Transferee to honour all gift vouchers and credit notes issued by the

Group totalled approximately HK$5,300 and the offer of continual employment to staff.

The directors (including the independent non-executive directors) of the Company consider that the

transactions were entered into on normal commercial terms and the terms of the Transfer of Business

Agreement are fair and reasonable and in the interests of the shareholders of the Company as a whole.

The estimated aggregate cost and net book value of the Retail Assets under the Transfer of Business

Agreement was approximately HK$3,200,000 and HK$2,950,000 as at the Cut-Off Time. Based on Star

Palace’s latest audited accounts, total assets of the Shoes and Bags Retail Business amounted to

approximately HK$11,389,000 with the negative net book value of the Shoes and Bags Retail Business

as HK$2,982,313 as at 31 December 2005 and losses attributable to the Shoes and Bags Retail Business

segment before and after taxation for the period from 13 April 2004 (being the date of incorporation) to

31 March 2005 and the 9 months ended 31 December 2005 amounted to approximately HK$1,043,000

and HK$4,951,000 respectively. The operating loss of the Shoes and Bags Retail Business continues

into the first half year of 2006. Assuming no adjustment is to be made in respect of the consideration as

provided for in the Transfer of Business Agreement, based on the carrying value of the Retail Assets, as

per the accounting records of Star Palace, the estimated loss arising on the transaction is approximately

HK$2,000,000. Assuming all other unsold assets of the Shoes and Bags Retail Business could not be

disposed of and had to be written off, the loss on the discontinued business will amount to approximately

HK$3,000,000. On the other hand, Star Palace will be released from the exposure to claim for outstanding

rental commitments over the unexpired lease periods following the disposal of Star Chain and Star

Power which amounted to HK$4,600,000. The loss attributable to the Group due to the discontinuation

of the Shoes and Bags Retail Business will be reported in the interim accounts for the 6 months ended

30 June 2006. The Company intends to use the proceeds from the transfer of the Retail Assets which

amounted to HK$950,000 (assuming no adjustment) and the repayment of shareholders’ loans which

amounted to HK$739,920.86, as its working capital.

CONNECTED AND DISCLOSEABLE TRANSACTIONS

The Transferee, being a company wholly owned by two directors of the Company (who are also directors

of the Transferee), is a connected person of the Company under the Listing Rules. Accordingly, the

entering into of the Transfer of Business Agreement between Star Palace and the Transferee constitutes

a connected transaction of the Company under the Listing Rules.

As Mr. Law Kar Po and Ms. Law Wing Yee, Wendy, two of the directors of the Company, hold 70% and

30% interests in the Transferee respectively, the entering into of the Transfer of Business Agreement

between Star Palace and the Transferee constitutes a connected transaction for the Company under the

Listing Rules. Given that each of the assets, revenue ratio and consideration ratio as defined under rule

14.04 is less than 25% and that the total consideration payable by the Transferee is less than

HK$10,000,000, the transaction is only subject to reporting and announcement requirements under rules

14A.32(2) of the Listing Rules and is exempt from the independent shareholders’ approval requirement.

The entering into of the Transfer of Business Agreement also constitutes a discloseable transaction for

the Company under the Listing Rules.

As the Consideration will be adjusted subject to the appropriation accounts to be prepared and agreed

upon by the Parties. It is expected that the adjusted consideration will not result in the consideration

ratio to exceed 25% or HK$10,000,000. Such adjusted consideration will be reported in the next published

annual reports and accounts of the Company.

A circular containing, among other things, details of the Transfer of Business Agreement, will be

despatched to the shareholders of the Company as soon as practicable.
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Terms used in this announcement

“Company” Honesty Treasure International Holdings Limited, a company incorporated in

the Caymans Island with limited liability and the shares of which are listed on

the Stock Exchange;

“Completion” Completion of the transfer of the Bags and Shoes Retail Business and the

related Retail Assets from Star Palace to the Transferee pursuant to the terms

and conditions of the Transfer of Business Agreement;

“Group” the Company and its subsidiaries;

“HK$” Hong Kong dollars, the legal currency of the Hong Kong Special Administrative

Region of the PRC;

“Listing Rules” the Rules Governing the Listing of Securities on the Stock Exchange;

“Retail Assets” assets, rights and contracts related to the Shoes and Bags Retail Business

owned, controlled or used by Star Palace, to be transferred under the Transfer

of Business Agreement;

“Shoes and Bags the business of selling, among others, shoes and bags by Star Palace, in its

Retail Business” retail chains located in Hong Kong as at the date of the Transfer of Business

Agreement;

“Star Chain” Star Chain Enterprises Limited, a limited liability company incorporated in

Hong Kong;

“Star Palace” Star Palace Enterprises Limited, a company incorporated under the laws of

Hong Kong with limited liability;

“Star Power” Star Power Trading Limited, a limited liability incorporated in Hong Kong;

“Stock Exchange” The Stock Exchange of Hong Kong Limited; and

“The Transferee” Star (1) Limited, a company incorporated under the laws of Hong Kong with

limited liability;

“Transfer of Business the agreement dated 27 June 2006 entered into between Star Palace and the

Agreement” Transferee, in relation to the sale and purchase of the Retail Assets from Star

Palace to the Transferee and the agreement that Star Palace will cease to

conduct the Shoes and Bags Retail Business after Completion.

By order of the board of directors of

Honesty Treasure International Holdings Limited
Law Chun Choi

Company Secretary

Hong Kong, 29 June 2006

As at the date of this announcement, the board of directors of the Company comprises Mr. Chiang
Pedro, Mr. Law Kar Po, Mr. Wu Ka I, Miguel, Mr. Hoi Man Pak, Mr. Ung Choi Kun, Ms. Law Wing Yee,
Wendy and Ms. Lee Siu Yuk, Eliza as executive directors; Mr. Leonel Alberto Alves and Mr. Chui Sai
Cheong as non-executive directors; and Mr. Lau Wai Ming, Mr. Kwok Hong Yee, Jesse and Mr. Wong
King Lam, Joseph as independent non-executive directors.

“Please also refer to the published version of this announcement in The Standard”


