Please also refer to the published version of this announcement in the South China Morning Post.

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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 CDL HOTELS INTERNATIONAL LIMITED

(Incorporated in the Cayman Islands with limited liability)

 MAJOR AND CONNECTED TRANSACTION

PROPOSED TRANSFER OF ASSETS, PROPOSED INCREASE IN AUTHORISED

SHARE CAPITAL, PROPOSED BONUS ISSUE, PROPOSED CAPITAL REDUCTION,

PROPOSED SHARE SUBDIVISION, PROPOSED 
SHARE CONSOLIDATION,

 FORMATION OF THE RETAINED 
OPERATING COMPANY,

 AND

 RENEWAL OF GENERAL MANDATES TO ISSUE AND REPURCHASE SHARES

On 23rd June, 2000, CDL Hotels entered into a conditional Transfer Agreement with CDL pursuant to which CDL Hotels has agreed to transfer to CDL (or its wholly-owned subsidiary or subsidiaries) 147,785,025 M&C Shares (representing approximately 52.4 per cent. of the issued share capital of M&C) for a total consideration of HK$6,100 million, which will be payable by CDL (or its wholly-owned subsidiary or subsidiaries) in cash and this represents approximately £3.534 per M&C Share (approximately HK$41.28).

The Board recommends to Shareholders a proposal to carry out the Capital Restructuring following completion of the Transfer. The Capital Reduction, which forms part of the Capital Restructuring, will reduce the nominal value and paid up amount of the issued Shares from HK$1.00 to HK$0.05 each and the credit arising therefrom shall be paid off in cash of HK$0.95 per Share to Shareholders whose names appear on the register of members of CDL Hotels as at the Cash Payment Record Date, which is equivalent to approximately HK$3.38 to HK$3.49 per Share prior to the Bonus Issue.
In addition, CDL Hotels has entered into a conditional Contribution Agreement on the same day in which CDL Hotels will incorporate and co-invest in the Retained Operating Company to develop Internet based hospitality business.

Under the Listing Rules, the Transfer Agreement constitutes a major and connected transaction for CDL Hotels and the Contribution Agreement constitutes a connected transaction for CDL Hotels and approval of the Independent Shareholders at the Extraordinary General Meeting is required for both the Transfer Agreement and the Contribution Agreement. An Independent Board Committee has been formed to advise the Independent Shareholders in respect of the Transfer and the Contribution Agreement and Platinum Securities Company Limited has been appointed as the independent financial adviser to advise the Independent Board Committee. In addition, the proposed Capital Restructuring is subject to the conditions set out in the section headed “Capital Restructuring”. 

The Board will propose to renew the general mandates granted to the Board at the annual general meeting of CDL Hotels on 26th May, 2000 to allot, issue and repurchase securities of CDL Hotels following the Capital Restructuring becoming unconditional and effective.

A circular containing details of the Transfer, the Capital Restructuring, the Contribution Agreement, letter of advice from Platinum Securities Company Limited and a notice convening the Extraordinary General Meeting will be despatched to Shareholders as soon as practicable. 

Trading in Shares was suspended at the request of CDL Hotels with effect from 10:00 a.m. on Monday, 26th June, 2000 pending this announcement. An application has been made to the Stock Exchange for resumption of trading in the Shares with effect from 10:00 a.m. on Tuesday, 27th June, 2000. 

As the Transfer, Capital Restructuring, and the Contribution Agreement are subject to conditions described below, Shareholders and potential investors are therefore urged to exercise caution in dealing in the Shares. 

THE TRANSFER AGREEMENT

Date of the Transfer Agreement

23rd June, 2000

Parties to the Transfer Agreement

Transferor: 
CDL Hotels 

Transferee: 
CDL (or its wholly-owned subsidiary or subsidiaries) 

Connection between the transferor and the transferee

As at the date of this announcement, CDL is the controlling shareholder of CDL Hotels. The CDL Group has a beneficial interest in 1,118,967,941 Shares, representing approximately 54.2 per cent. of the issued share capital of CDL Hotels. HLIH, the holding company of CDL, and its subsidiaries (excluding the CDL Group) are also interested in approximately 8.2 per cent. of the issued share capital of CDL Hotels. Certain directors of CDL, namely Messrs. Kwek Leng Beng, Kwek Leng Joo, Kwek Leng Peck, Tan I Tong, Chow Chiok Hock and Foo See Juan, are also Directors. As at 23rd June, 2000, Messrs. Kwek Leng Beng and Foo See Juan hold 1,311,867 Shares and 46,593 Shares respectively. 

The assets to be transferred

Pursuant to the Transfer Agreement, CDL Hotels has conditionally agreed to transfer to CDL (or its wholly-owned subsidiary or subsidiaries) 147,785,025 M&C Shares (representing approximately 52.4 per cent. of the issued share capital of M&C). 

The M&C Shares to be transferred to CDL (or its wholly-owned subsidiary or subsidiaries) will be entitled to all rights attached thereto as at 1st January, 2000 and thereafter attaching thereto including all dividends and distributions declared, paid or made in respect thereof on or after 1st January, 2000 but excluding the final dividends declared and paid by M&C for the year ended 31st December, 1999. 

Consideration

A total consideration of HK$6,100 million will be payable by CDL (or its wholly-owned subsidiary or subsidiaries) in cash and this represents approximately £3.534 (approximately HK$41.28) per M&C Share. The consideration of approximately £3.534 per M&C Share represents discounts of:



Discount

 
 £ 
(%) 

Closing price of M&C Shares on 23rd June, 2000
3.9850 
11.3 

Average closing price of M&C Shares for the five trading days up to and including 23rd June, 2000 
3.9770
11.1 

Average closing price of M&C Shares for the ten trading days up to and including 23rd June, 2000
3.9640
10.8

Average closing price of M&C Shares for the thirty trading days up to and including 23rd June, 2000
3.9812
11.2

Audited consolidated net tangible asset per M&C Share as at 31st December, 1999 as reported in M&C's annual report to its shareholders 
4.6833
24.5 

The consideration has been negotiated between CDL Hotels and CDL on an arm's length basis. The negotiation has taken into consideration, amongst others, CDL Hotels' net tangible asset per Share, the recent Share price trend, and the cash return per Share. 

Conditions of the Transfer Agreement

The Transfer Agreement is conditional, among others, upon:

(i)
the passing of the resolution by the Independent Shareholders at the Extraordinary General Meeting to approve the Transfer Agreement;

(ii)
the passing of the resolutions at the Extraordinary General Meeting to approve the Capital Restructuring (it being acknowledged that the special resolution passed by Shareholders to approve the Capital Reduction will only take effect upon the grant of an order confirming the Capital Reduction by the Grand Court and the filing with the Cayman Islands Registrar of an office copy of the order of the Grand Court and a minute of order approved by the Grand Court containing the particulars required under the Companies Law (Revised) of the Cayman Islands and the registration of the same by the Cayman Islands Registrar); and

(iii)
M&C not being notified by the London Stock Exchange that its listing shall or may be cancelled upon, or as a result of, completion of the Transfer Agreement. 

If the conditions to the Transfer Agreement are not fulfilled or (with the exception of the conditions described in paragraphs (i) and (ii) above) waived on or before 31st December, 2000 or such later date as the parties may agree, the Transfer Agreement will lapse and neither party shall have any claim against the other save for any antecedent breach.

Expected completion date

Completion of the Transfer Agreement is expected to take place on the third business day after the satisfaction or waiver of the conditions to the Transfer Agreement, or such other date as shall be mutually agreed upon by the parties to the Transfer Agreement. Currently, the completion date is expected to be on or about 10th August, 2000. 

Approval by Independent Shareholders

As at the date of this announcement, the CDL Group is beneficially interested in approximately 54.2 per cent. of the issued share capital of CDL Hotels. The Transfer Agreement therefore constitutes a major and connected transaction for CDL Hotels under the Listing Rules. Accordingly, the Transfer Agreement is subject to the approval of the Independent Shareholders at the Extraordinary General Meeting.

An Independent Board Committee has been formed to advise the Independent Shareholders in respect of the Transfer Agreement. Platinum Securities Company Limited has been appointed to advise the Independent Board Committee. 
CAPITAL RESTRUCTURING 

The Board proposes to put forward the following proposals for the consideration and, if thought fit, the approval by the Shareholders at the Extraordinary General Meeting in relation to the Capital Restructuring:

1.
Increase in authorised share capital

It is proposed that the authorised share capital of CDL Hotels will be increased from HK$4,000,000,000.00 to HK$10,000,000,000.00 by the creation of 6,000,000,000 new Shares. 

2.
Bonus Issue

It is also proposed that the Bonus Issue will be carried out pursuant to which, depending on the number of Shares falling to be issued pursuant to the exercise of the subscription rights attaching to the Share Options, an amount between HK$5,525,606,499 and HK$5,758,631,078, being all of the amount standing to the credit of the share premium account of CDL Hotels and part of the other reserves of CDL Hotels as at the date of the completion of the Transfer Agreement will be capitalised and applied in paying up in full at par of between 5,525,606,499 Bonus Shares and 5,758,631,078 Bonus Shares. Such Bonus Shares will be issued and allotted, credited as fully paid, to the Shareholders whose names appear on the register of members of CDL Hotels at the Bonus Issue Record Date, depending on the number of Shares falling to be issued pursuant to the exercise of the subscription rights attaching to the Share Options, on the basis of between 2,558 to 2,677 Bonus Shares for every 1,000 existing Shares then held. Upon the completion of the Bonus Issue, the issued share capital of CDL Hotels shall be an amount between HK$7,589,710,533 and HK$8,009,855,112.

The Bonus Issue is subject to:

(i)
the completion of the Transfer Agreement; 

(ii)
the passing of the resolutions at the Extraordinary General Meeting to approve the increase in the authorised share capital of CDL Hotels and the Bonus Issue; and

(iii) the Listing Committee of the Stock Exchange granting the listing of and permission to deal in the Bonus Shares.
The Bonus Shares shall rank in all respects pari passu with the existing issued Shares as at the date of the issuance of the Bonus Shares. No fractional Bonus Shares shall be allotted but fractional entitlements shall be aggregated and sold in the market for the benefit of CDL Hotels. 

CDL Hotels will, subject to the Bonus Issue becoming unconditional and effective, make arrangements to alleviate the difficulties arising from the existence of odd lots of Bonus Shares. Details of the arrangements will be disclosed in the circular to the Shareholders.
An application will be made to the Listing Committee of the Stock Exchange for the listing of and permission to deal in the Bonus Shares.

3.
Capital Reduction and Share Subdivision

Following the completion of the Bonus Issue, a Capital Reduction will be carried out whereby the issued share capital of CDL Hotels shall be reduced from an amount between HK$7,589,710,533 and HK$8,009,855,112 by an amount not greater than HK$7,609,362,356.40 but not less than HK$7,210,225,006.35 to an amount between HK$379,485,526.65 and HK$400,492,755.60 by cancelling paid-up share capital to the extent of HK$0.95 on each of the Shares in issue on the date of the approval by the Grand Court on the Capital Reduction.

The Share Subdivision will also be carried out pursuant to which unissued share capital of CDL Hotels, upon the Capital Reduction becoming unconditional and effective, shall be subdivided from Shares of par value HK$1.00 each into twenty Adjusted Shares of HK$0.05 each.

The Capital Reduction and Share Subdivision are conditional on the following conditions being fulfilled:

(i) 
the completion of the Bonus Issue;

(ii) 
the passing of a special resolution at the Extraordinary General Meeting to approve the Capital Reduction and Share Subdivision;

(iii) 
the grant of an order confirming the Capital Reduction by the Grand Court and the filing with the Cayman Islands Registrar of an office copy of the order of the Grand Court and a minute approved by the Grand Court containing the particulars required under the Companies Law (Revised) of the Cayman Islands and the registration of the same by the Cayman Islands Registrar; and

(iv)
the resolution to approve the Share Consolidation being duly passed and the Listing Committee of the Stock Exchange granting the listing of and permission to deal in the Consolidated Shares arising from the Capital Restructuring.

Assuming that the conditions are fulfilled, the Capital Reduction will become effective immediately following the registration of the Grand Court order and the minute containing the particulars required under the Companies Law (Revised) of the Cayman Islands. A further announcement will be made to inform the Shareholders of the effective date of the Capital Reduction. The credit arising from the Capital Reduction shall be paid off in cash of HK$0.95 per Share to Shareholders whose names appear on the register of members of CDL Hotels as at the Cash Payment Record Date, which is equivalent to approximately HK$3.38 to HK$3.49 per Share prior to the Bonus Issue. 

4.
Share Consolidation

Following the completion of the Capital Reduction and Share Subdivision, it is proposed that, subject to the conditions set out below, the Share Consolidation will be carried out pursuant to which the Adjusted Shares will be consolidated on the basis of every twenty issued and unissued Adjusted Shares being consolidated into one Consolidated Share.

All of the issued Consolidated Shares resulting from the Share Consolidation shall rank pari passu in all respects with each other and have the rights and privileges and be subject to the restrictions contained in CDL Hotels' articles of association. Any fractional entitlements to issued Consolidated Shares shall be aggregated and sold for the benefit of CDL Hotels.

The Share Consolidation is conditional on the following conditions being fulfilled:

(i)
the passing of the resolution at the Extraordinary General Meeting to approve the Share Consolidation; and

(ii)
the special resolution at the Extraordinary General Meeting in respect of the Capital Reduction and the Share Subdivision becoming unconditional and effective.

Application will be made to the Listing Committee of the Stock Exchange for granting the listing of and permission to deal in the issued Consolidated Shares.
INFORMATION ON M&C

M&C is an investment holding company incorporated in the United Kingdom and listed on the London Stock Exchange. The principal activities of its subsidiaries comprise mainly those of hotel owners and operators.

M&C has a hotel portfolio of 115 hotels with a total of about 30,500 rooms located in 13 countries. These hotels are managed under two principal brands. The Millennium hotel chain is a 4-star deluxe chain of 14 hotels (with another 12 to be re-branded following the purchase of certain hotels in the United States from Regal International (BVI) Holdings Limited in November 1999), which include the Millennium Britannia, Millennium Knightsbridge, Millennium Bailey's and Millennium Gloucester in London, the Millenium Hilton and Millennium Broadway in New York, and the Millennium Opera in Paris. The Copthorne chain is a 4-star business-oriented chain of 29 hotels plus a CDL owned Grand Copthorne hotel located in Singapore. The M&C Group, among other hotels, also owns the Seoul Hilton, The Plaza in New York, the Heritage Hotel in Manila, The Regent in Kuala Lumpur, and the Grand Hyatt in Taipei.

The profits before and after taxation and minority interests of the M&C Group for the year ended 31st December, 1999 are approximately £86.1 million and approximately £61.6 million, respectively (1998: approximately £60.4 million and approximately £44.4 million, respectively) as reported in its annual report to shareholders. The net assets of the M&C Group as at 31st December, 1999 are approximately £1,320 million as reported in its annual report to shareholders (inclusive of a revaluation reserve of £280.6 million).
EFFECTS OF THE TRANSFER AND THE PROPOSED CAPITAL RESTRUCTURING ON THE GROUP

M&C, which is previously wholly-owned by CDL Hotels was floated on the London Stock Exchange in 1996. The cost of the M&C Shares held by CDL Hotels prior to the Transfer was approximately HK$5,663.6 million. Based on the terms of the Transfer Agreement, it is anticipated that CDL Hotels will report an unaudited profit of about HK$436.4 million and about HK$14.4 million at CDL Hotels company level and the Group level for the financial year ending 31st December, 2000, respectively, before taking into account transaction related expenses. The relatively lower profit from the Transfer at the Group level is partly attributable to the deferred expenditure of about HK$123.9 million associated with the operations of the M&C Group.

The net assets represented by the M&C Shares held by CDL Hotels as disclosed in CDL Hotels' latest published audited financial statements for the year ended 31st December, 1999 were approximately HK$6,085,582,000. Total external borrowings attributed to the M&C Group as at 31st December, 1999 amounted to approximately HK$9,785,010,000. The profits before and after taxation contributed by the M&C Shares to the Group before minority interests in respect of the financial year ended 31st December, 1998 were approximately HK$779,260,000 and HK$579,914,000, respectively and in respect of the financial year ended 31st December, 1999 were approximately HK$951,865,000 and HK$720,137,000, respectively. 
The following chart illustrates the shareholding structure of the Group prior to the completion of the Transfer, the Capital Restructuring and the setting up of the Group's new Internet business: 

[image: image2.wmf]
The following chart illustrates the shareholding structure of the Group upon completion of the Transfer, the Capital Restructuring and the setting up of the Group's new Internet business through, inter alia, the Retained Operating Company:
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*
Assuming that all Share Options are exercised.

EFFECTS OF THE TRANSFER AND THE PROPOSED CAPITAL RESTRUCTURING ON SHAREHOLDERS

It is expected that the Shareholders will, pursuant to the Capital Reduction, receive cash of HK$0.95 for every Share held as at the Cash Payment Record Date, which is equivalent to approximately HK$3.38 to HK$3.49 per Share prior to the Bonus Issue. This represents a premium of between 35.2 per cent. to 39.6 per cent. to both the closing market price of the Shares of HK$2.50 on 23rd June, 2000 and the average closing price of approximately HK$2.50 for the 10 trading days up to and including 23rd June, 2000. In addition, the Shareholders will still have an investment stake in CDL Hotels which will provide hotel management and reservation services and develop its Internet business initially in the hospitality sector and subsequently to expand into various industries. It is the intention of the Directors to maintain the listing status of CDL Hotels on the Stock Exchange.
THE CONTRIBUTION AGREEMENT

Date of the Contribution Agreement:

23rd June, 2000

Parties to the Contribution Agreement:

CDL Hotels

M&C

Richfield

Connection between CDL Hotels and M&C through CDL

As at the date of this announcement, the CDL Group has a beneficial interest in approximately 54.2 per cent. of the issued share capital of CDL Hotels and an effective interest in approximately 28.4 per cent. of the issued share capital of M&C through the interests of CDL Hotels. Upon the completion of the Transfer, CDL Hotels would cease to be a shareholder of M&C and CDL will increase its effective interest in M&C from 28.4 per cent. to 52.4 per cent.

Details of the Contribution Agreement:

Subject to the completion of the Transfer and the Capital Restructuring, M&C and CDL Hotels will incorporate and co-invest in the Retained Operating Company in accordance with the terms of the Contribution Agreement. Richfield will transfer to the Retained Operating Company certain management contracts that Richfield has with hotels owned by third parties including, inter alia, a number of Comfort Inn hotels in Virginia, United States, Furama Hotel in Los Angeles, California, and Whittier Hilton in Whittier, California and certain hotels in which M&C has equity interests including, inter alia, its wholly-owned Wynfield Inn in Florida and wholly-owned Four Points Sheraton Inn Lakeside in Florida and the Sceptre hotel reservation business. In return, CDL Hotels will contribute approximately US$28.3 million (approximately HK$220 million) cash into the Retained Operating Company such that CDL Hotels will hold approximately 85 per cent. of the Retained Operating Company and M&C will hold the remaining 15 per cent. The amount to be contributed by CDL Hotels is based on an agreed valuation between M&C and CDL Hotels of US$5 million (approximately HK$39.0 million) on the assets to be transferred by M&C to the Retained Operating Company. The cash in the Retained Operating Company will be used for the development of CDL Hotels' Internet based hospitality business. The Internet based hospitality business would be an initial focus of CDL Hotels in its plan to implement e-commerce business initiatives. 
Richfield, a wholly-owned subsidiary of M&C, currently provides hotel management and the Sceptre reservation services to a portfolio of hotels, including hotels owned by third parties and hotels in the United States in which M&C has equity interests. Richfield has a long history of providing hotel management services in the United States with an established managerial workforce experienced in marketing, revenue management, risk management, purchasing and reservations. The existing workforce and business processes in Richfield could serve as a foundation for transforming the Retained Operating Company into an Internet based hospitality business application services provider and provide immediate revenue to CDL Hotels.

Pursuant to the Contribution Agreement, M&C acknowledges that CDL Hotels will always maintain a majority control of the board of directors of the Retained Operating Company for so long as CDL Hotels maintains an equity interest of at least 50.1 per cent. On the other hand, M&C has the right to appoint no fewer than two directors to the board as long as they maintain an interest of 10 per cent. or more in the Retained Operating Company. Profit from the Retained Operating Company, when distributed, will be shared by the parties to the Contribution Agreement according to their respective equity interests. 

M&C does not have the obligation to make any additional contribution to the Retained Operating Company but has the right to maintain its 15 per cent. interest in the Retained Operating Company by capital contribution. 

Approval by Independent Shareholders

Upon completion of the Transfer Agreement, CDL, the controlling shareholder of CDL Hotels, will be interested in approximately 52.4 per cent. of the issued share capital of M&C. The Contribution Agreement therefore constitutes a connected transaction for CDL Hotels under the Listing Rules. Accordingly, the Contribution Agreement is subject to the approval of the Independent Shareholders at the Extraordinary General Meeting.

An Independent Board Committee has been formed to advise the Independent Shareholders in respect of the Contribution Agreement. Platinum Securities Company Limited has been appointed to advise the Independent Board Committee. 

Conditions of the Contribution Agreement:

The completion of the Contribution Agreement is subject to, among others, the following conditions: 

(i) 
the passing of the resolution at the Extraordinary General Meeting by the Independent Shareholders to approve the Contribution Agreement; and

(ii) the completion of the Transfer and the Capital Restructuring. 
RATIONALE FOR THE TRANSFER, PROPOSED CAPITAL RESTRUCTURING, AND THE CONTRIBUTION AGREEMENT 

1. 
CDL is the flagship company of HLIH for investments in properties and hotels. CDL Hotels is the direct holding company of M&C in the CDL Group. The Directors are of the view that due to the multi-layered shareholding structure of M&C, different channels are available to potential investors to invest in M&C, that is, they can invest directly in M&C or indirectly through CDL Hotels, CDL or any combination of these companies. The share price of CDL Hotels does not currently reflect the true underlying asset value of CDL Hotels and has, since the beginning of 1999, consistently traded at significant discounts to its audited consolidated net tangible asset value as at 31st December, 1999 (“NTAV”) of approximately HK$3.74 per share on an undiluted basis and approximately HK$3.60 per share on a fully diluted basis assuming all employee share options are exercised. 


Discount to


HK$
NTAV
NTAV


(undiluted)
(fully diluted)

Closing price on 23rd June, 2000 
2.500
33.2%
30.6%

Average closing price for the 30 trading days up to and including 23rd June, 2000 
2.226
40.5%
38.2%

Average closing price for the 90 trading days up to and including 23rd June, 2000 
2.143
42.7%
40.5%

Average closing price for the 180 trading days up to and including 23rd June, 2000 
2.335
37.6%
35.1%

Average closing price for the 360 trading days up to and including 23rd June, 2000 
2.502
33.1%
30.5%

Accordingly, it is proposed that an internal restructuring exercise of the Group should be undertaken to rationalise and pool together certain existing hospitality expertise and resources within the Group through the amalgamation and consolidation of such services under a separate subsidiary, namely, the Retained Operating Company, which would result in CDL Hotels realising the value of its investment in M&C. It is expected that the disparity between the share price of CDL Hotels and its underlying net tangible assets immediately following the Transfer will be substantially reduced or eliminated. 

2. 
Upon realising CDL Hotels' investment in M&C into cash, CDL Hotels will then return a substantial portion of this realised value (save for that part of the proceeds required for the further development of the Internet businesses as described below) to Shareholders through the Capital Restructuring. Shareholders would then be in a position to make their own investment decisions in respect of the cash received, including re-investment of the cash in CDL Hotels, M&C, CDL or a combination of these companies.

3. Following the completion of the Transfer and the Capital Restructuring, CDL Hotels would undertake various types of Internet related business opportunities through the Contribution Agreement and the formation of the Retained Operating Company. CDL Hotels' expertise in hotel business will be leveraged to the Internet platform. 
FUTURE PROSPECTS AND THE RETAINED OPERATING COMPANY

CDL Hotels will remain an investment holding company and continue to provide hotel management and reservation services. The future growth prospects and value creation, however, will be derived from the development of its Internet-related businesses in the hospitality industry, as well as other industries.

CDL Hotels will implement a series of business plans to transform itself into an Internet company with an initial focus on the hospitality industry. In future, it will also develop and launch e-commerce business initiatives in other industries. The planned transformation will allow CDL Hotels to leverage its hotel business expertise, capital and technology to provide the hospitality industry with innovative Web-based solutions.

Richfield is one of the largest and most experienced independent hotel management companies in the United States, with management contracts for more than 46 hotels, resorts and inns. The Sceptre Hospitality Resources, which is owned and operated by Richfield, is one of the United States' leading electronic reservations services for independent hotels, providing connectivity to more than 110 hotels and 56,000 rooms. Given its competitive strength in the United States, it is CDL Hotels' strategy to initially launch its business in the United States by providing systems solutions to independent hotels and casinos and then develop into a new travel services intermediary for both the business to business (B2B) and the business to customer (B2C) market. The United States lodging industry is vast and includes over 37,000 hotels and 3.9 million hotel rooms. It generated US$138 billion (approximately HK$1,075 billion) in lodging revenue and US$43 billion (approximately HK$335 billion) in lodging profit in 1998. The lodging industry is expected to be heading into a major structural change which is likely to lead to: 

1. 
The growing dominance of the major hotel brands;

2. 
Changes in distribution channel from the traditional medium to the cyber-space; and

3. 
Proliferation of multitudes of single point information, content, product, and business solution providers to the hospitality industry. 

CDL Hotels' goal is to capture the new opportunities that the Internet medium presents to vertically aggregate and integrate best-in-class hospitality information, content, services, and business solutions, and dis-intermediate traditional business channels to create value for customers and Shareholders. 
As a subsidiary of CDL Hotels, the Retained Operating Company will provide a range of hospitality business solutions and business services over the Web including hospitality information and content, robust business applications, on-line business and transactional services to the hospitality industry. It will establish strategic partnerships and joint ventures with key hospitality companies, related Internet companies, software solution providers, and solution integrators as well as establish linkages with other Web sites in establishing its full array of service offerings. The Retained Operating Company will position itself to be a multi-faceted Cyber solutions provider to the hospitality industry.

The Retained Operating Company will begin its products and services offerings in the North American market, focusing on United States-based hospitality companies. It will then utilise its North American base and M&C connections to expand to hospitality markets in Europe and Asia. 

The initial launch of hospitality Web-based solutions in the United States is expected to cost approximately US$36 million (approximately HK$280.4 million) by December 2002. 
USE OF PROCEEDS FROM THE TRANSFER

It is expected that following the completion of the Transfer Agreement and the Capital Restructuring, CDL Hotels will have cash of approximately HK$600 million. Out of this amount, as to approximately HK$220 million will be used by CDL Hotels to subscribe for new shares in the Retained Operating Company, representing approximately 85 per cent. of the issued share capital of the Retained Operating Company and as to approximately HK$50 million will be used, in addition to the HK$220 million, over the course of the next two and a half years for the development, deployment and promotion of its e-commerce and Internet business strategies. It is estimated that CDL Hotels would have remaining funds for other investments of approximately HK$330 million. CDL Hotels would use these funds for the further development of its other non-hospitality related Internet business whenever opportunities should arise. 
RENEWAL OF GENERAL MANDATES TO ISSUE AND REPURCHASE SECURITIES

The Directors also propose to renew the general mandates granted to the Board at the annual general meeting of CDL Hotels on 26th May, 2000 to allot, issue and repurchase securities of CDL Hotels following the Capital Restructuring becoming unconditional and effective. The Directors will seek approvals of the relevant resolutions to be proposed at the Extraordinary General Meeting. 
GENERAL 

A detailed timetable including, inter alia, the expected Bonus Issue Record Date, the Cash Payment Record Date, and the expected date of despatch the posting of the cheques for the cash payment arising from the Capital Reduction will be disclosed in the circular to the Shareholders. 

Under the Listing Rules, the Transfer Agreement constitutes a major and connected transaction for CDL Hotels and the Contribution Agreement constitutes a connected transaction for CDL Hotels. Approval of the Independent Shareholders will have to be obtained in the Extraordinary General Meeting for both the Transfer Agreement and the Contribution Agreement. HSBC Investment Bank Asia Limited has been appointed as the financial adviser to CDL Hotels. The Independent Board Committee will be formed to advise the Independent Shareholders in respect of the Transfer Agreement and the Contribution Agreement. Platinum Securities Company Limited has been appointed to advise the Independent Board Committee.

A circular setting out details of, inter alia, the Transfer, the Capital Restructuring, the Contribution Agreement, the recommendation of the Independent Board Committee, the advice of Platinum Securities Company Limited, and the renewal of the general mandates to issue and repurchase shares together with the notice to convene the Extraordinary General Meeting and form of proxy will be despatched to the Shareholders as soon as practicable. 

suspension and resumption of trading in the shares

Trading in Shares was suspended at the request of CDL Hotels with effect from 10:00 a.m. on Monday, 26th June, 2000 pending this announcement. An application has been made to the Stock Exchange for resumption of trading in the Shares with effect from 10:00 a.m. on Tuesday, 27th June, 2000. 
DEFINITIONS

“Adjusted Share(s)” 
ordinary share(s) of HK$0.05 each in the share capital of CDL Hotels after the Capital Reduction and Share Subdivision but before the Share Consolidation

“Board” 
board of directors of CDL Hotels

“Bonus Issue” 
bonus issue of the Shares credited as fully paid by way of capitalisation of all amounts standing to the credit of the share premium account and part of the other reserves of CDL Hotels to the Shareholders on the basis of 2,558 to 2,677 Bonus Shares for every 1,000 Shares held as at the Bonus Issue Record Date

“Bonus Issue Record Date” 
4th August, 2000 or thereabout, being the record date for determining the entitlements of Shareholders to the Bonus Issue, a confirmed date will be set out in the circular to Shareholders

“Bonus Share(s)” 
Shares to be issued pursuant to the Bonus Issue

“Capital Reduction”
reduction of issued share capital of CDL Hotels whereby the nominal value and paid up amount of the issued Shares will be reduced from HK$1.00 to HK$0.05 each and the credit arising therefrom shall be paid off in cash to Shareholders whose names appear on the register of members of CDL Hotels as at the Cash Payment Record Date

“Capital Restructuring” 
increase in authorised share capital of CDL Hotels, capitalisation of all of the amount standing to the credit of the share premium account and part of the other reserves of CDL Hotels by way of the Bonus Issue, the Capital Reduction, the Share Subdivision, and the Share Consolidation







“Cash Payment Record Date” 
six day(s) immediately after the Effective Date, expected to be 16th October, 2000 (Hong Kong time) for determining the entitlements of Shareholders to the cash payment pursuant to the Capital Reduction

“Cayman Islands Registrar” 
Cayman Islands Registrar of Companies

“CDL” 
City Developments Limited, a company incorporated in Singapore, the shares of which are listed on the Singapore Exchange Securities Trading Limited, which, together with its subsidiaries, hold approximately 54.2 per cent. of the issued share capital of CDL Hotels as at the date of this announcement

“CDL Group” 
CDL and its subsidiaries

“CDL Hotels” 
CDL Hotels International Limited, a company incorporated in the Cayman Islands and the Shares of which are listed on the Stock Exchange, which has an equity interest of approximately 52.4 per cent. in the issued share capital of M&C as at the date of this announcement

“Consolidated Share(s)”
ordinary share(s) of HK$1.00 each in the share capital of CDL Hotels immediately upon the completion of the Share Consolidation

“Contribution Agreement” 
conditional agreement dated 23rd June, 2000 between M&C, Richfield and CDL Hotels in respect of the Retained Operating Company

“Director(s)” 
director(s) of CDL Hotels

“Effective Date” 
the date, expected to be 10th October, 2000, upon which the Capital Restructuring becomes unconditional and effective




“Extraordinary General Meeting” 
extraordinary general meeting of the Shareholders expected to be held on 7th August, 2000 to consider, inter alia, the Transfer Agreement, the Capital Restructuring and the Contribution Agreement

“Grand Court” 
Grand Court of the Cayman Islands

“Group” 
CDL Hotels and its subsidiaries

“HLIH” 
Hong Leong Investment Holdings Pte. Ltd., a private company incorporated in Singapore which, together with its subsidiaries and associated companies, hold approximately 48.1 per cent. of the issued share capital of CDL as at the date of this announcement

“Hong Leong Singapore” 
HLIH, its subsidiaries and associated companies

“Independent Board Committee” 
independent committee of the Board, comprising Dr. Lo Ka Shui and Mr. Lee Jackson a.k.a. Li Chik Sin, formed to advise the Independent Shareholders in respect of the Transfer and the Contribution Agreement

“Independent Shareholders”
Shareholders other than the CDL Group and Hong Leong Singapore and their respective associates (as such term is defined in the Listing Rules) and directors of CDL Group and Hong Leong Singapore

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

“London Stock Exchange” 
the London Stock Exchange Limited

“M&C” 
Millennium & Copthorne Hotels plc, a public company incorporated in the United Kingdom the shares of which are listed on the London Stock Exchange

“M&C Group” 
M&C and its subsidiaries

“M&C Share(s)” 
ordinary share(s) of £0.30 each in the issued share capital of M&C

“Retained Operating Company” 
company or companies to be incorporated by CDL Hotels for rationalising and pooling together certain existing hospitality expertise and resources within the Group and which will be used by CDL Hotels as the foundation for further developing and launching the hospitality Internet business

“Richfield” 
Richfield Hospitality Services Inc., a company incorporated in the United States of America and a wholly-owned subsidiary of M&C

“Share(s)” 
ordinary share(s) of HK$1.00 each, or where the context requires, HK$0.05 each, in the share capital of CDL Hotels

“Share Consolidation”
consolidation of every twenty Adjusted Shares into one Consolidated Share

“Share Options” 
the 187,120,000 options granted under the executive share option scheme adopted by CDL Hotels on 11th June, 1994 and which remain outstanding as at the date of this announcement

“Share Subdivision” 
subdivision of the authorised but unissued share capital of CDL Hotels upon the Capital Reduction becoming unconditional and effective from shares of par value of HK$1.00 each into shares of HK$0.05 each

“Shareholder(s)” 
holder(s) of the Shares

“Stock Exchange” 
The Stock Exchange of Hong Kong Limited

“Transfer” 
proposed transfer by CDL Hotels to CDL (or its wholly-owned subsidiary or subsidiaries) of 147,785,025 M&C Shares, representing approximately 52.4 per cent. of the issued share capital of M&C, pursuant to the Transfer Agreement 

“Transfer Agreement”
conditional transfer agreement dated 23rd June, 2000 entered into between CDL Hotels and CDL in relation to the Transfer

“United Kingdom” 
United Kingdom of Great Britain and Northern Ireland

“United States” 
United States of America 

“£” 
Pound Sterling, the lawful currency of the United Kingdom

“HK$” 
Hong Kong Dollars, the lawful currency of Hong Kong

“US$” 
United States Dollars, the lawful currency of United States

Unless otherwise specified in this announcement, amounts denominated in Pound Sterling and United States Dollars have been translated, for the purpose of illustration only, into Hong Kong Dollars as follows: 

£1.00 = HK$11.68

US$1.00 = HK$7.79 

By the order of the Board
CDL Hotels International Limited
Kwek Leng Beng
Chairman 
Hong Kong, 26th June, 2000 
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