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MAJOR AND CONNECTED TRANSACTION

PROPOSED DISPOSAL OF ASSETS,

PROPOSED CAPITAL RESTRUCTURING

AND

CONDITIONAL PAYMENT OF A SPECIAL CASH DIVIDEND

Financial adviser to The Hong Kong Parkview Group Limited
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On 17 August 2001, the Company entered into a conditional sale and purchase agreement with Outshine. Pursuant to the Agreement, the Company has agreed to sell to Outshine its entire interest in AllHead, which immediately, prior to Completion, will hold the Hong Kong Properties, the UK Property, the Vessel Investments and the Other Assets. The total consideration payable by Outshine will be around HK$833.4 million.

The Directors also propose to undertake a capital restructuring exercise and to declare a special cash dividend of HK$1.626 per Share to Shareholders which is conditional on and will be paid simultaneously upon Completion. Subsequent to the distribution of the Special Cash Dividend, the net asset value of the Remaining Assets is approximately HK$0.57 per Share.

Outshine is beneficially and wholly-owned by Kompass and High Return. As at the date of this announcement, the Hwang Family, through Kompass and High Return, ultimately holds around 73.17% of the Company's issued share capital. Also, all members of the Hwang Family are Directors. Outshine is therefore a "connected person" of the Company under the Listing Rules and given that the consideration payable under the Agreement is over 50% of the net tangible asset value of the Group, the proposed Disposal constitutes a "major and connected transaction" for the Company under the Listing Rules and requires approval of the Independent Shareholders at the Special General Meeting.

Shareholders should be aware that the Disposal and payment of the Special Cash Dividend are all conditional and subject to, among others, the approval of the Independent Shareholders, and therefore, may or may not proceed. Shareholders and potential investors are urged to exercise caution when dealing in the Shares.

Trading in the Shares on the Stock Exchange was suspended at the request of the Company with effect from 10:00 a.m. on 20 August 2001 pending the release of this announcement. Application has been made by the Company for the resumption of trading in the Shares with effect from 10:00 a.m. on 21 August 2001.

A.
THE CONDITIONAL SALE AND PURCHASE AGREEMENT

Date

17 August 2001

Parties

Vendor:
the Company

Purchaser:
Outshine

Outshine is a company beneficially and wholly-owned by Kompass and High Return. As at the date of this announcement, the Hwang Family, through Kompass and High Return, ultimately holds around 73.17% of the Company's issued share capital. Also, all members of the Hwang Family are Directors. Outshine is therefore a "connected person" of the Company under the Listing Rules.

Assets to be disposed of

Pursuant to the Agreement, the Company has conditionally agreed to sell to Outshine the entire issued share capital of AllHead. Immediately prior to Completion, AllHead will hold the entire interest of the following assets or businesses, which are currently owned by the Company and certain of its subsidiaries or associated companies:

1.
The Hong Kong Property Interests and the UK Property Interest;

2.
The Vessel Investment Interests; and

3.
The Other Assets.

Consideration

The total cash consideration payable to the Company by Outshine under the Agreement is around HK$833.4 million. The aggregate consideration was arrived at after arm's length negotiations and having taken into account the following factors:

•
the net liabilities of the Disposal Group of around HK$151.3 million as at 31 March 2001;

•
the loan stock and intercompany balances due to the Remaining Group as at 31 March 2001, which is around HK$941.1 million, to be assumed by Outshine or its nominee after Completion;

•
the prevailing market value of the Hong Kong Properties and the UK Property with reference to independent professional valuations as at 31 July 2001;

•
the prevailing market value of the Vessel Investments with reference to an independent professional valuation as at 31 July 2001;

•
the net book value or investment value of the Other Assets as at 31 March 2001 and the prevailing market value for those could be actively traded;

•
the intercompany balances due to the Remaining Group which arose during the period from 1 April 2001 to 31 July 2001, of around HK$42.5 million, to be assumed by Outshine or its nominee after Completion; and

•
the estimated intercompany balances due to the Remaining Group which is expected to arise during the period from 1 August 2001 to 31 October 2001 and is estimated by the Company to be around HK$2.5 million, to be assumed by Outshine or its nominee after Completion.

The adjusted net asset value of the Disposal Assets having taken into account the factors mentioned above, and is estimated by the Company to be around HK$833.4 million and the aggregate consideration payable by Outshine equals the adjusted net asset value of the Disposal Assets.

The cash consideration will be payable upon Completion and will be satisfied partly by offsetting against the Hwang Family's entitlement to the Special Cash Dividend.

Conditions

Completion is subject to, among others, the following:

•
The approval by the Independent Shareholders at the Special General Meeting, among others, the Agreement, the Capital Restructuring and the declaration and payment of the Special Cash Dividend;

•
Completion of the Capital Restructuring; and

•
The securing of all the necessary third party consents and approvals by any parties to the Agreement.

In the event that the conditions of the Agreement are not fulfilled or waived by Outshine before 31 October 2001 (or such later date as the parties to the Agreement agree), the Agreement will lapse and the payment of the Special Cash Dividend will not proceed. Except for the consents of government agencies, consents required by law, any necessary third-party consents and the requirements for approval by the Independent Shareholders, which cannot be waived, the other conditions of the Agreement may be waived by Outshine.

Expected completion date

Subject to the conditions being fulfilled or waived, as the case may be, Completion will take place on 31 October 2001.

B.
CAPITAL RESTRUCTURING

Conditional upon the approval by the Shareholders, the Company also intends to pursue a capital restructuring exercise, which will involve the following:-

•
Reduction of the par value of the issued Shares from HK$1.00 per Share to HK$0.10 per Share by cancelling HK$0.90 of the paid up share capital on each issued Share by way of a reduction of capital pursuant to Section 46 of the Companies Act 1981 of Bermuda and subdividing every unissued Share of HK$1.00 into 10 Shares of HK$0.10 each.

Based on 535,359,258 Shares in issue as at the date of this announcement, it is expected that the issued share capital of the Company will be reduced by the sum of approximately HK$481.8 million from HK$535.4 million to HK$53.6 million; and

•
Elimination of the share premium account with its balance of HK$718.6 million being transferred to a contributed surplus account.

The Company intends to apply the entire credit amount arising from the Capital Restructuring of around HK$1,200.4 million to a contributed surplus account which will be increased to around HK$1,267.3 million, from which the Company will be able to pay the Special Cash Dividend and future distributions.

Implementation of the Capital Restructuring will not in itself alter the underlying assets, business, operations, management or financial position including the amount of shareholders' funds of the Company or the proportional interests of Shareholders in the Company, other than as a result of the payment of related expenses. Implementation of the Capital Restructuring will enable the Group to declare and pay the Special Cash Dividend. The Directors believe that the payment of the Special Cash Dividend will be able to maximise its shareholders value which is not fully reflected in its current price, details of which are set out in section E of this announcement.

C.
SPECIAL CASH DIVIDEND

Conditional on the Independent Shareholders' approval of the Disposal and the Capital Restructuring, the Company will declare and pay a special cash dividend simultaneous with Completion on the following basis:-

For each Share held
HK$1.626 in cash

Subsequent to the distribution of Special Cash Dividend, the net asset value of the Remaining Assets is approximately HK$0.57 per Share.

Simultaneous with Completion, the Special Cash Dividend will be declared and paid to the Shareholders whose names appear on the register of members of the Company on a date to be announced which is expected to fall after the date of the Special General Meeting. Further announcement will be made in this regard.

The Remaining Group has accumulated cash balances of around HK$142.2 million as at 31 March 2001. Assuming that the payment of the Special Cash Dividend of HK$870.5 million and the receipt of the proceeds from the Disposal of HK$833.4 million had taken place on 31 March 2001, the Group would have had cash balances of around HK$105.1 million.

D.
INFORMATION ON THE DISPOSAL ASSETS

Hong Kong Property Interests and UK Property Interest




Beneficial




interest held by

Property
Usage
Gross floor area
the Company



(square feet)

Hong Kong Property Interests

Hong Kong Parkview No.65 and
Residential
5,213
100%

No. 67 on 1st Floor of Tower 11

Hong Kong Parkview No.69 on
Residential
72,640
100%

1st - 3rd, 5th, 7th - 9th, 16th, 19th,

21st-23rd Floors and No.71 on 1st,

3rd, 5th, 6th, 9th, 10th, 15th-20th,

22nd, 23rd Floor and portion of

roof of Tower 12

11th Floor, World-wide House
Office
16,693
100%

19 Des Voeux Road Central

Shop No. C and Shop No. 68
Shop
3,930
100%

on Ground Floor

Admiralty Centre

18 Harbour Road

Admiralty

Units GA, 3A,
Residential
15,596
100%

GB, 2B, 3B, GC, 1C, 2C, 3C, GD

1D, 2D, 3D and 13 car parking

spaces at Manchester Lodge

56 Tai Hang

Hong Kong

UK Property Interest

Freehold land on the eastern
Vacant site
The site extends to
100%

side of Kirtling Street

approximately

at the corner of

0.22 hectares.

Cringle Street London SW8

The proposed



development has



a gross building



area of 72,648



square feet

The fair market value of the Hong Kong Properties as at 31 July 2001 as assessed by AA Property Services Limited, an independent professional valuer, was around HK$774.5 million. The fair market value of the UK Property as at 31 July 2001, as assessed by Insignia Richard Ellis Limited, an independent professional valuer, was around GBP7 million (equivalent to around HK$77.3 million).

The Vessel Investment Interests

The Group has interests in three vessels. The fair market value of the Vessel Investment as at 31 July 2001, as assessed by International Broking Services Pty Ltd., an independent professional valuer was around US$16.3 million (equivalent to around HK$126.9 million).

The Other Assets

The Other Assets, which form part of the Disposal Assets, comprise of golf club memberships, motor vehicles and interests in 3 associated companies currently held by the Group.

The Group owns two corporate memberships in Xili Golf & Country Club in the PRC and a corporate membership in Macau Golf Club in Macau. The golf club memberships can be traded in the market. Based on the information currently available, the Directors estimated that the total prevailing market value of these golf club memberships to be around HK$1.55 million.

The Group's aggregate interests in the three associated companies, which are subject to the Disposal, were around HK$18.1 million as at 31 March 2001. Two of the associated companies are principally engaged in vessel operations or marine transportation operations. The remaining associated company is principally engaged in software development and the design of website.

E.
REASONS FOR THE DISPOSAL, CAPITAL RESTRUCTURING AND SPECIAL CASH DIVIDEND

The Group is principally engaged in property investment and development and its major property interests are located in Hong Kong. The Hong Kong property market has been markedly and adversely affected by the Asian financial crisis since 1997 and has been very slow in its recovery. Since mid-1998, the trading volume of the Shares on the Stock Exchange has been very low with an average daily volume of around 7,900 Shares, which represents less than 0.01% of the Company's issued share capital. For the past 12 months, transactions of the Shares on the Stock Exchange were only recorded on 5 trading days. Based on the relatively thin trading pattern of the Shares in the past, Shareholders who wish to dispose of their holding of the Shares in the market may find it very difficult to do so. Hence, the Disposal and the Special Cash Dividend have been proposed in order to improve the state of affairs of the Group, provide the Shareholders with an opportunity to partially realise their investments in the Company and benefit from the Group's net asset value in a manner which may not be possible as the things now stand.

Since the Group's financial year ended 31 March 1998, the result of the Group's property division has been adversely affected by the sluggish Hong Kong property market conditions. The Directors believe that it is unlikely that there will be any significant improvement in the local property market in the short to medium term. The Hong Kong Property Interests are held by the Group for long-term investment purposes and the intention of the Hwang Family, as the controlling Shareholders, would be to continue with this long-term investment policy should the Disposal not proceed. Thus, the Disposal provides a means by which Shareholders may effectively dispose of their Hong Kong property related interests held through the Company if they do not share the long-term investment view taken by the Hwang Family.

On the basis that the Group is intended to focus on the development of the PRC businesses, the disposal of the Vessel Investments and the Other Assets aligns with its corporate strategies.

F.
FUTURE INTENTIONS OF THE COMPANY

Upon Completion, the Group's Remaining Assets will mainly consist of its property and investment interests in the PRC, and the Group will continue its principal activities property and property related investments including hotel operations and the trading of furniture items with an emphasis on exploring business opportunities in the PRC .

Currently, the Group's property investment in the PRC includes its interest in Nanjing Dingshan Garden Hotel, a four-star hotel and service apartments; a newly constructed five-star hotel in Nanjing and various apartment units, shops and a development site in the Shanghai Garden City, Shanghai.

The Directors believe that the Group will benefit from the fast economic growth in the PRC especially since it is expected that the PRC will gain entry into the World Trade Organisation in the near future. The Group will continue to identify opportunities and/or strategic business partners, which will enhance the Group's operations and business development.

G.
FINANCIAL INFORMATION ON THE DISPOSAL ASSETS

Turnover and earnings

As set out below is a table showing the pro forma turnover and profit/(loss) before and after taxation and minority interest of the Group for the year ended 31 March 2001 assuming that the Disposal Assets and the Remaining Assets of the Group have been separated since 1 April 1999.



For the year ended

For the year ended



31 March 2001

31 March 2000


Notes
(HK$'000)

(HK$'000)

Turnover

Attributable to the Group
1
158,008

Attributable to the Disposal Assets

72,011

Attributable to the Remaining Assets
2
139,101

Profit/(loss) before taxation

Attributable to the Group
1
(59,464
)

Attributable to the Disposal Assets
3
(97,641
)
24,770

Attributable to the Remaining Assets
4
38,177

Profit/(loss) after taxation and minority interest

Attributable to the Group
1
(58,112
)

Attributable to the Disposal Assets
3
(99,278
)
23,113

Attributable to the Remaining Assets
4
41,166

Notes:

(1)
Based on the audited consolidated financial statements of the Group as at 31 March 2001.

(2)
Of the balance, approximately HK$53.1 million represents income received from the Disposal Group, which was eliminated in turnover attributable to the Group for the year ended 31 March 2001.

(3)
Of the balance, approximately HK$53.1 million (2000: HK$45.6 million) represents management fee and interest expenses paid to the Remaining Group. These expenses were eliminated in the consolidated financial statements of the Company for the two years ended 31 March 2001.

(4)
Of the balance, approximately HK$53.1 million represents management fee and interest income received from the Disposal Group. The income was eliminated in the consolidated financial statements of the Company for the two years ended 31 March 2001. After the elimination, the net losses before and after taxation and minority interests for the Remaining Group were about HK$14.9 million and HK$11.9 million respectively for the year ended 31 March 2001.

Net assets

As set out below is a table showing the pro forma net asset value of the Group as at 31 March 2001 assuming that the Disposal, the Capital Restructuring and payment of the Special Cash Dividend had taken place on 31 March 2001.


As at 31 March 2001


HK$'000


HK$ per Share

(Note 1)

Net assets of the Group
1,174,982

(Note 2)
2.19

Less: Net assets attributable to the

Disposal Assets
(833,392
)
(Note 3)
(1.56
)

Less: Reduction of the par value of the

issued share capital
(481,823
)

(0.90
)

Less: Elimination of share premium
(718,599
)

(1.34
)

Add: Amount credited to the contributed

surplus account
1,200,422


2.24

Add: Consideration from the Disposal
833,392


1.56

Less: Payment of the Special Cash Dividend
(870,494
)

(1.62
)

Net assets attributable to the Group after

the Disposal, Capital Restructuring and

payment of the Special Cash Dividend
304,488


0.57
Notes:

(1)
Based on 535,359,258 Shares in issue as at the date of this announcement.

(2)
Based on the audited consolidated financial statements of the Group as at 31 March 2001.

(3)
The amount represents the net-off balance of the followings:

•
the net liabilities of the Disposal Group of around HK$151.3 million as at 31 March 2001;

•
the loan stock and intercompany balances due to the Remaining Group as at 31 March 2001, which is around HK$941.1 million, to be assumed by Outshine or its nominee after Completion;

•
the intercompany balances due to the Remaining Group which arose during the period from 1 April 2001 to 31 July 2001, of around HK$42.5 million, to be assumed by Outshine or its nominee after Completion; and

•
the estimated intercompany balances due to the Remaining Group which is expected to arise during the period from 1 August 2001 to 31 October 2001, is estimated by the Company to be around HK$2.5 million, to be assumed by Outshine or its nominee after Completion.

H.
GENERAL

Outshine is a company beneficially and wholly-owned by Kompass and High Return. As at the date of this announcement, the Hwang Family, through Kompass and High Return, ultimately holds around 73.17% of the Company's issued share capital. Also, all members of the Hwang Family are Directors. Outshine is therefore a "connected person" of the Company under the Listing Rules. Given that the Disposal is over 50% of the net tangible asset value of the Group, the proposed Disposal constitutes a "major and connected transaction" for the Company under the Listing Rules, which requires approval of the Independent Shareholders at the Special General Meeting.

An independent board committee will be appointed to advise the Independent Shareholders on the terms and conditions of the Agreement. In this regard, an independent financial adviser will be appointed to advise the independent board committee accordingly.

A circular containing details of the Disposal, Capital Restructuring and Special Cash Dividend, the recommendation of the independent board committee and the advice of the independent financial adviser, together with the notice convening the Special General Meeting will be despatched to the Shareholders as soon as practicable.

Shareholders should be aware that the Disposal, the Capital Restructuring and payment of the Special Cash Dividend are all conditional and subject to, among others, the approval of the Independent Shareholders, and therefore, may or may not proceed. Shareholders and potential investors are urged to exercise caution when dealing in the Shares.

I.
SUSPENSION AND RESUMPTION OF TRADING IN SHARES

Trading in the Shares on the Stock Exchange was suspended at the request of the Company with effect from 10:00 a.m. on 20 August 2001 pending the release of this announcement. Application has been made by the Company for the resumption of trading in the Shares with effect from 10:00 a.m. on 21 August 2001.

J.
DEFINITIONS

In this announcement, the following expressions have the meanings as set out below unless the context requires otherwise.

"Agreement"
the conditional sale and purchase agreement dated 17 August 2001 entered into between the Company and Outshine relating to the Disposal

"AllHead"
AllHead Holdings Limited, a company incorporated in the British Virgin Islands with limited liability which is a wholly owned subsidiary of the Company and whose entire issued share capital will be sold to Outshine pursuant to the Agreement

"associates"
as defined in the Listing Rules

"Capital Restructuring"
the reduction of the par value of the issued shares and the elimination of the share premium account in the books of the Company

"Company"
The Hong Kong Parkview Group Limited, a company incorporated in Bermuda with limited liability and the Shares of which are listed on the Stock Exchange

"Completion"
completion of the Agreement

"Directors"
the directors of the Company

"Disposal"
the proposed sale of Disposal Assets by the Company pursuant to the Agreement

"Disposal Assets"
the entire interest in the assets (as detailed in section D of this announcement) which the Company has agreed to sell and Outshine has agreed to purchase pursuant to the Agreement

"Disposal Group"
the holding companies of the Disposal Assets

"Group"
the Company, its subsidiaries and associated companies

"High Return"
High Return Trading Limited, a company incorporated in Hong Kong with limited liability and which is beneficially and wholly-owned by Mr. Wong Kin Wah, George, who is also a Director

"Hong Kong"
Hong Kong Special Administrative Region of the PRC

"Hong Kong Property Interests"
the property interests currently held by the Group in

or "Hong Kong Properties"
Hong Kong as detailed in section D of this announcement

"Hwang Family"
any or all of Messrs Wong Kin Wah, George, Hwang Yiou Hwa, Victor, Hwang Yiu Hwa, Richard and Hwang Teh Hwa, Tony, all of whom are brothers and Directors together with their associates, controlling the majority interest in the Company

"Independent Shareholders"
Shareholders other than Kompass, High Return and members of the Hwang Family and their respective associates

"Kompass"
Kompass International Limited, a company incorporated in British Virgin Islands with limited liability and the entire issued share capital of which is held by the Hwang Family collectively

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

"Other Assets"
the assets of the Group as detailed in section D of this announcement, which are subject to the Disposal

"Outshine"
Outshine Holdings Limited, a company incorporated in the British Virgin Islands and is beneficially and wholly-owned by Kompass and High Return

"PRC"
the People's Republic of China

"Remaining Assets"
the assets which the Group will retain assuming the completion of the Disposal

"Remaining Group"
the holding companies of the Remaining Assets

"Share(s)"
ordinary share(s) in the existing capital of the Company or the issued ordinary share(s) after completion of the Capital Restructuring

"Shareholder(s)"
the holder(s) of the Shares

"Special Cash Dividend"
the proposed conditional special cash dividend of HK$1.626 per Share payable to Shareholders

"Special General Meeting"
a special general meeting of the Company to be convened to consider and if thought fit, approve among others, the Agreement, the Capital Restructuring and the declaration and payment of the Special Cash Dividend

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"UK Property Interest" or
the property interest currently held by the Group in

"UK Property"
the United Kingdom as detailed in section D of this announcement

"Vessel Investments" or
the entire interest in three vessels currently held by the Group as

"Vessel Investment Interests"
detailed in section D of this announcement

"GBP"
Great Britain Pounds Sterling, it has been converted into HK$ at the prevailing exchange rate: GBP1.000 = HK$11.04 as at 31 July 2001

"HK$"
Hong Kong dollar(s)

"US$"
United States dollar(s), it has been converted into HK$ at the prevailing exchange rate: US1.000 = HK$7.786 as at 31 July 2001

By the Order of the Board

The Hong Kong Parkview Group Limited

Wong Kin Wah, George

Chairman

Hong Kong, 20 August 2001

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