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SINGAPORE HONG KONG PROPERTIES INVESTMENT LIMITED

星港地產投資有限公司
(A company incorporated in Hong Kong with limited liability)

MAJOR TRANSACTION,

CAPITAL REORGANISATION

AND

PROPOSED CHANGE OF COMPANY NAME

‍SUMMARY

The Directors announce that on 21st December, 2001, the Company entered into the Agreement with Century Sky and Ms. Poon Sum to acquire the Sale Shares and the Loan at an aggregate consideration of HK$134 million to be satisfied by the issue of the Convertible Note with principal value of HK$56 million and the payment of HK$78 million in cash.

The Acquisition constitutes a major transaction for the Company under the Listing Rules and is subject to Shareholders' approval in general meeting.

As the Shares are currently trading at below its par value, the Directors propose that the Capital Reorganisation be effected which will involve the reduction of the par value of the Shares from HK$0.025 each to HK$0.005 each and the consolidation of every 100 shares of HK$0.005 each of the Company after the Capital Reduction into one Consolidated Share of HK$0.50.

The Directors also propose that a resolution be passed at the EGM to change the name of the Company to Baolong Aerospace (Hong Kong) Limited 航天寶龍(香港)有限公司.

A circular containing particulars of the Acquisition, the Capital Reorganisation, the proposed change of name of the Company as well as the notice of the EGM will be despatched to the Shareholders as soon as practicable.

Trading in the Shares has been suspended at the request of the Company with effect from 10:00 a.m. on Monday, 24th December, 2001 pending the release of this announcement. An application has been made to the Stock Exchange for resumption in trading of the Shares with effect from 10:00 a.m. on Friday, 28th December, 2001.

‍THE AGREEMENT

‍Date

21st December, 2001

‍Parties

Century Sky as vendor, the Company as purchaser, and Ms. Poon Sum as a joint and several warrantor together with Century Sky.

Century Sky is wholly owned by Ms. Poon Sum. Century Sky and Ms. Poon Sum are independent third parties not connected with the substantial shareholders, directors or chief executives of the Company or any of its subsidiaries or any of their respective associates.

Century Sky is an investment holding company. Its sole principal asset is its 100% interest in Luckyear.

‍Particulars of the Agreement

Pursuant to the Agreement, the Company has conditionally agreed to acquire from Century Sky the Sale Shares representing the entire issued share capital of Luckyear and the Loan at an aggregate consideration of HK$134 million to be satisfied by the issue of the Convertible Note with the principal amount of HK$56 million and the payment of the sum of HK$78 million in cash to Century Sky.

The Consideration has been determined after arm's length negotiations between the parties. Further information relating to the Consideration is set out in the section headed “Consideration” below. The Directors (including the independent non-executive Directors) consider that the terms of the Agreement are fair and reasonable and the Acquisition is in the interests of the Company.

‍INFORMATION ON LUCKYEAR

Luckyear was incorporated in Hong Kong on 18th May, 2001 with limited liability and is wholly owned by Century Sky. The sole principal asset of Luckyear is a 97.6% interest in JV Co, a sino-foreign equity joint venture.

JV Co was established on 21st February, 1995 in Guangzhou, the PRC for the purpose of carrying out research, development and manufacture of automobile parts and accessories and the sale of products manufactured by it, and has not yet commenced such operations. In December 2001, the registered capital and total investment of the JV Co was increased from RMB8,000,000 to HK$31,000,000 for the purpose of making its investment in Aerospace Baolong. JV Co is currently owned as to about 97.6% by Luckyear and about 2.4% by 深圳市新冠龍工貿有限公司 (Shenzhen Xinguanlong Industrial Trading Company Limited), which is an independent third party not connected with the substantial shareholders, directors or chief executives of the Company or any of its subsidiaries or any of their respective associates.

JV Co's sole principal asset will be its interests in Aerospace Baolong, which was established on 18th September, 2000 in Yunnan, the PRC, as a limited liability company for a term of 30 years until 17th September, 2030. Aerospace Baolong is currently undergoing a share restructuring whereby its registered capital and investment amount will both be increased to RMB50 million (about HK$47 million) and its shareholding structure will be altered so that it will be owned as to 35% by Yunnan Hangtien, 32% by JV Co and 33% by Guangzhou Baolong (the “Baolong Reorganisation”). Each of Yunnan Hangtien and Guangzhou Baolong is an independent third party not connected with the substantial shareholders, directors or chief executives of the Company or any of its subsidiaries or any of their respective associates. Aerospace Baolong is now principally engaged in the manufacture and sale of medium to large capacity coach under the brandname of “神州” and will add a new line of jeeps and multi-purposes vehicles to be distributed under the brandname of “寶龍” after completion of the Baolong Reorganisation. After the Baolong Reorganisation, Aerospace Baolong will change its name to航天寶龍汽車工業有限公司 (Aerospace Baolong Motor Industry Company Limited) to reflect the new shareholder base and product range.

The unaudited net tangible asset value of Aerospace Baolong as at 30th September, 2001 based on the unaudited management accounts of Aerospace Baolong prepared under PRC accounting standards as at the same date was about RMB17.4 million (about HK16.4 million). The audited net profits before taxation and extraordinary items of Aerospace Baolong for the period from 18th September, 2000 (being the date of establishment) to 31st December, 2000 based on the audited accounts of Aerospace Baolong prepared by its PRC auditors were about RMB 0.4 million (about HK$ 0.4 million). The unaudited net losses before taxation and extraordinary items of Aerospace Baolong for the nine months ended 30th September, 2001 based on its unaudited management accounts prepared under PRC accounting standards as at the same date were about RMB 1.8 million (about HK$ 1.7 million). There were no taxation charges for the period ended 31st December, 2000 or the nine months ended 30th September, 2001.

The board of directors of Aerospace Baolong will consist of five members, two of whom will be nominated by the Company pursuant to conditions precedent (d) of the Acquisition as described in the section headed “Conditions of the Acquisition” below.

‍CONSIDERATION

The consideration payable by the Company for the Sale Shares is HK$103,755,000 and has been determined with reference to, among other things, the business valuation of Aerospace Baolong as at 30th November, 2001 conducted by American Appraisal Hongkong Limited, an independent professional valuer, using the discounted cashflow method on the projected operating performance of Aerospace Baolong. The consideration of HK$30,245,000 for the Loan is based on its face value. The Directors believe that with the rapid growth of the PRC economy, there is immense growth potential for the automobile industry in the PRC. The Directors consider that the Acquisition would allow the Company to make foray into the automobile industry in the PRC which was not normally opened to foreign investors in the past.

The Consideration is to be settled by the Company in the following manner:

(a)
the issue by the Company of the Convertible Note in the principal amount of HK$56 million; and

(b)
the payment of the total sum of HK$78 million to Century Sky in cash within 12 months from the date of Completion.

The Company is required at Completion to execute the Share Charge as security for its payment obligations referred to in paragraph (b) above, which Share Charge will be discharged and released immediately after payment in full by the Company of the relevant amount.

No payment schedule has been fixed for the payment of the cash portion of the Consideration described in (b) above and the payment may or may not be made by instalments within the 12-month period from the date of Completion. To fund the payment of the cash consideration, the Company will consider conducting equity fund raising exercise in the form of placing of new shares or rights issue. However, no concrete plan in this respect has been formulated as at the date of this announcement. Further announcement(s) will be made by the Company regarding any future fund raising exercise(s) as and when appropriate in accordance with the requirements of the Listing Rules.

The Convertible Note is non-interest bearing, and shall be mandatorily converted into the Conversion Shares at an initial conversion price of HK$0.50 each, subject to adjustments, upon the Capital Reorganisation becoming effective. To allow time for the parties to arrange for the necessary documents (such as the issue of share certificates for the Conversion Shares by the Company), it is intended that the parties shall complete all necessary procedures regarding the conversion of the Convertible Note within seven business days after the Capital Reorganisation becoming effective. The Convertible Note is neither assignable nor transferable. The Conversion Shares, when issued, will rank pari passu with all other Consolidated Shares then in issue. Application will be made for the listing of and permission to deal in the Conversion Shares. No listing is being or will be sought for the Convertible Note on the Stock Exchange or on any other overseas stock exchange. Holder of the Convertible Note will not be entitled to attend or vote at any meeting of the Company by reason of it being holder of the Convertible Note. Should the Capital Reorganisation fail to be implemented and the Convertible Note fail to be converted into the Conversion Shares on or before the first anniversary of the date of Completion, the Convertible Note will become repayable in full on the first anniversary date of the date of Completion.

The conversion price per Conversion Share of HK$0.50 represents a discount of 50% to the theoretical closing price of the Consolidated Shares of HK$1.00 (based on the closing price of the Shares of HK$0.01 as at the date of the Agreement (being the last trading day of the Shares prior to the suspension of the Shares pending the release of this announcement) and adjusted for the effect of the Share Consolidation). The conversion price for the Conversion Share was determined after arm's length negotiations between the parties to the Agreement.

The Conversion Shares represent approximately 38.7% of the issued share capital of the Company immediately upon the implementation of the Capital Reorganisation (assuming no change in the existing issued share capital of the Company before implementation of the Capital Reorganisation) and approximately 27.9% of the issued share capital of the Company as enlarged by the issue of the Conversion Shares.

The Directors (including the independent non-executive Directors) consider that the terms of the Consideration are fair and reasonable.

‍CONDITIONS OF THE ACQUISITION

Completion of the Agreement is conditional upon the following occurring on or before 5:00 p.m. on 31st March, 2002 or such later date as the parties to the Agreement may agree in writing:

(a)
the Shareholders passing at the EGM of:


(i)
an ordinary resolution approving the Agreement and the transactions contemplated thereby including the issue of the Convertible Note and the Conversion Shares which fall to be issued upon the mandatory conversion of the Convertible Note; and


(ii)
a special resolution approving the Capital Reorganisation;

(b)
the Stock Exchange granting the listing of, and permission to deal in, the Conversion Shares;

(c)
the Company being satisfied at its sole absolute discretion with the results of the due diligence on each of Luckyear, JV Co and Aerospace Baolong (including without limitation the state of affairs, assets and liabilities, financial position, business operation and corporate and shareholding structure of each of Luckyear, JV Co and Aerospace Baolong) being carried out by the Company and/or its agents and/or professional advisers;

(d)
two persons nominated by the Company having been appointed as directors of Aerospace Baolong; and

(e)
the receipt by the Company of a legal opinion issued by a firm of qualified lawyers in the PRC appointed by the Company in such form and substance satisfactory to the Company on, among others, the due establishment of JV Co and Aerospace Baolong, Luckyear's interest in JV Co, JV Co's interest in Aerospace Baolong and the validity and legality of the transactions contemplated by the Agreement under PRC law.

The Company may in its absolute discretion by notice in writing to Century Sky waive any one or more of the conditions set out in paragraphs (c) to (e) above.

‍COMPLETION

Completion shall take place on the seventh business day (excluding Saturdays, Sundays and public holidays) after all the conditions to the Agreement have been fulfilled or waived (as the case may be). If all the conditions are not fulfilled or waived (as the case may be) by 5:00 p.m. on 31st March, 2002 or such later date as the parties to the Agreement may agree in writing, the Agreement will lapse and all the obligations and liabilities of the parties to the Agreement will cease and terminate and neither of the parties shall have any claim and/or recourse against the others save and except any antecedent breach of the terms of the Agreement.

‍REASONS FOR THE ACQUISITION

The Group is principally engaged in property investment and development, property management, investment in cement plants, utility and high technology projects. In view of the sluggish market sentiment and the difficult market conditions for the property sector in Hong Kong and other Asian countries, the Directors believe it would be in the interests of the Company to diversify into other industries which have higher growth potential and would generate reasonable return to the Company, thereby enhancing the value of the Company. The Directors consider the automobile industry in the PRC would meet these investment criteria.

It is intended that Century Sky will have the right to nominate one representative to the board of Directors after Completion. Save as aforesaid, there is no present intention regarding any further changes to the management of the Group by reason only of the Acquisition. Save for the Acquisition, there is no present plan of the Board, nor has Century Sky indicated any intention, to alter the existing principal business activities of the Group after Completion.

The Stock Exchange will closely monitor all future acquisitions or disposals of assets by the Company. The Stock Exchange has the discretion to require the Company to issue a document to its shareholders irrespective of the size of any proposed transaction, particularly when such proposed transaction represents a departure from the principal activities of the Company. The Stock Exchange also has the power to aggregate a series of transactions and any such transactions may result in the Company being treated as if it were a new listing applicant.

‍CAPITAL REORGANISATION

‍Capital Reduction and Share Sub-division

At present, the authorised share capital of the Company is HK$1,600,000,000 divided into 64,000,000,000 Shares of HK$0.025 each, of which, as at the date of this announcement, 28,914,137,763 Shares have been issued and fully paid. The amounts attributable to the paid up capital and the share premium account of the Company as set out in the unaudited management accounts made up to 30th June, 2001 are approximately HK$722.9 million and HK$318.4 million respectively.

Subject to the conditions set out below, the Capital Reorganisation will be implemented by first cancelling paid up capital to the extent of HK$0.02 in respect of each of the existing issued Shares (including such further Shares as may be in issue before the Capital Reduction becomes effective) and then by sub-dividing each unissued Share of HK$0.025 into five shares of HK$0.005 each. Based on the number of the existing issued Shares at present, the paid up capital will be reduced by approximately HK$578.3 million, thus resulting in the creation of a reserve of approximately HK$578.3 million. Such reserve will be applied to partly eliminate the accumulated losses of the Company which amounted to approximately HK$806.0 million as at 30th June, 2001.

‍Capital Increase

It is proposed that the authorised share capital of the Company, upon the Capital Reduction and the Share Sub-division becoming effective, will be restored to its original amount of HK$1,600,000,000 by the creation of not less than 115,656,551,052 shares of HK$0.005 each.

‍Share Consolidation

Upon the Capital Reduction, the Share Sub-division and the Capital Increase becoming effective, the Company will implement the Share Consolidation by consolidating 100 shares of HK$0.005 each into one Consolidated Share of HK$0.50. On the basis of the 28,914,137,763 existing issued Shares, the authorised share capital of the Company after the Share Consolidation will be HK$1,600,000,000 comprising 3,200,000,000 Consolidated Shares, of which 289,141,377 Consolidated Shares will be in issue.

‍Reasons for the Capital Reorganisation

For the period from 26th May, 2000 to the date of this announcement, the highest and lowest trading price of the Shares was HK$0.024 and HK$0.01 respectively. The Shares have consistently traded below the nominal value of HK$0.025 in the abovementioned period. The closing price of the Shares as the date of the Agreement (being the last trading day prior to the suspension of the Shares pending the release of this announcement) was HK$0.01 per Share. As the Company cannot issue any shares below par value, the Company is practically precluded from raising capital in the stock market. In view of this, the Capital Reduction is intended to facilitate future capital raising or asset acquisition by way of allotment or placement of new shares. The Share Consolidation is proposed to reduce the transaction costs for dealing in the shares of the Company.

The Directors consider that the Capital Reorganisation is in the interests of the Company and the Shareholders.

‍Effect of the Capital Reorganisation

Implementation of the Capital Reduction will not, of itself, alter the underlying assets, business operations, management or financial position of the Company or the proportionate interests of the shareholders in the Company, other than the payment of the legal fees, printing and related expenses. The Directors believe that the Capital Reorganisation will not have any material adverse effect on the financial position of the Company or the Group.

‍Conditions to the Capital Reorganisation

The Capital Reorganisation is conditional on the following conditions being fulfilled:

(a)
the passing at the EGM of a special resolution or special resolutions (as appropriate) approving the Capital Reorganisation;

(b)
the Court making an order confirming the Capital Reduction (the “Confirming Order”) pursuant to section 60 of the Companies Ordinance (Cap 32) (the “Ordinance”);

(c)
the registration by the Registrar of Companies of an office copy of the Confirming Order and the minute containing the requisite particulars pursuant to section 61 of the Ordinance (the “Minute”); and

(d)
the Stock Exchange granting listing of, and permission to deal in, the Consolidated Shares in issue.

Assuming that all the conditions are fulfilled, it is expected that the Capital Reorganisation will become effective immediately following the registration of the Confirming Order and the Minute. Further announcements will be made by the Company to inform the Shareholders of the effective date of the Capital Reorganisation.

‍SHAREHOLDING STRUCTURE

Upon the mandatory conversion of the Convertible Note into the Conversion Shares and assuming no change in the number of issued shares of the Company (save for any changes resulting from the Capital Reorganisation), Century Sky will hold approximately 27.9% of the then enlarged issued share capital of the Company, thereby becoming the single largest shareholder of the Company.

The shareholding structures of the Company before and after the implementation of the Capital Reorganisation and the mandatory conversion of the Convertible Note are as follows:




Upon Capital Reorganisation but before conversion of Convertible Note
After conversion of Convertible Note


Existing Shares 
% 
Consolidated Shares 
% 
Consolidated Shares 
%

Century Sky 
-- 
-- 
-- 
-- 
112,000,000 
27.9

Director 
11,000,000 
0.1 
110,000 
0.1 
110,000 
0.1

Public Shareholders 
 28,903,137,763 
99.9 
289,031,377 
99.9 
289,031,377 
72.0


28,914,137,763 
100.0 
289,141,377 
100.0 
401,141,377 
100.0

‍FREE EXCHANGE OF NEW SHARE CERTIFICATES AND TRADING ARRANGEMENTS

Subject to the Capital Reorganisation becoming effective, Shareholders may, during a specified period, submit certificates for the existing Shares to the Company's registrar, for exchange, at the expense of the Company, for certificates for the Consolidation Shares. Thereafter, certificates for the existing Shares will be accepted for exchange only on payment of a fee of HK$2.50 (or such higher amount as may from time to time be allowed by the Stock Exchange) for each new certificate issued for the Consolidated Shares. Nevertheless, certificates for the Shares will continue to be good evidence of legal title and may be exchanged for certificates for the Consolidated Shares at any time.

Further announcements will be made by the Company regarding the procedures for free exchange of certificates for Consolidated Shares and the trading arrangements for the Shares and the Consolidated Shares after the implementation of the Capital Reorganisation.

‍CHANGE OF THE COMPANY'S NAME

In order to reflect the new investment strategy of the Company, the Directors propose to change the name of the Company to Baolong Aerospace (Hong Kong) Limited 航天寶龍(香港)有限公司. The change of name will be subject to, among other things, the passing of a special resolution by the Shareholders and the approval of the Registrar of Companies in Hong Kong. The change of name shall take effect from the date on which the new name is registered by the Registrar of Companies in Hong Kong.

The change of name will not affect any of the rights of the Shareholders. The Company will make a further announcement on the effective date of the change of name. Except for the free exchange of certificates for Consolidated Shares after the implementation of the Capital Reorganisation as described above, there will not be free exchange of certificates of the Shares after the change of name of the Company.

‍EGM

The Acquisition constitutes a major transaction for the Company under the Listing Rules and is subject to Shareholders' approval in general meeting. The Capital Reorganisation and proposed change of name of the Company are also subject to Shareholders' approval in general meeting.

The EGM will be convened as soon as practicable at which resolutions will be proposed to approve, among other things, the Agreement and the transactions contemplated thereunder (including the issue of the Convertible Note and the Conversion Shares), the Capital Reorganisation and the proposed change of name of the Company.

‍GENERAL

A circular containing, among other things, information on the Acquisition, the Capital Reorganisation and the proposed change of name, and a notice convening the EGM will be despatched to the Shareholders as soon as practicable.

Trading in the Shares has been suspended at the request of the Company with effect from 10:00 a.m. on Monday, 24th December, 2001 pending the release of this announcement. Application has been made to the Stock Exchange for resumption in trading of the Shares with effect from 10:00 a.m. on Friday, 28th December, 2001.

‍TERMS USED IN THIS ANNOUNCEMENT

“Acquisition” 
the proposed acquisition by the Company from Century Sky of the Sale Shares and the Loan

“Agreement” 
the conditional agreement dated 21st December, 2001 entered into between Century Sky, the Company and Ms. Poon Sum regarding the Acquisition

“Aerospace Baolong” 
雲南航天神州汽車有限公司 (Yunnan Aerospace Chenzhou Automobile Company Limited), a company incorporated in the PRC with limited liability

“associates” 
has the meaning ascribed thereto under the Listing Rules

“Capital Increase” 
the creation of additional unissued shares of HK$0.005 each to restore the authorised share capital of the Company after the Capital Reduction and the Share Sub-division

“Capital Reduction” 
reduction of the par value of the existing issued Shares from HK$0.025 each to HK$0.005 each

“Capital Reorganisation” 
the capital reorganisation of the Company involving the Capital Reduction, the Share Sub-division, the Capital Increase and the Share Consolidation

“Century Sky” 
a company incorporated in the British Virgin Islands and wholly owned by Ms. Poon Sum

“Company” 
Singapore Hong Kong Properties Investment Limited, a company incorporated in Hong Kong with limited liabilities which shares are listed on the Stock Exchange

“Completion” 
completion of the Agreement

“Consideration” 
the sum of HK$134 million payable by the Company under the Agreement as consideration for the Acquisition

“Consolidated Share(s)” 
share(s) of HK$0.50 each in the share capital of the Company resulting from the consolidation of every 100 shares of HK$0.005 each of the Company under the Capital Reorganisation

“Convertible Note” 
the convertible note with a face value of HK$56 million to be issued by the Company to Century Sky pursuant to the Agreement

“Conversion Shares” 
the 112,000,000 Consolidated Shares which will fall to be issued upon the mandatory conversion of the Convertible Note

“Court” 
The High Court of Hong Kong

“Directors” 
directors of the Company

“EGM” 
an extraordinary general meeting of the Company to be convened and held

“Group” 
the Company together with its subsidiaries

“Guangzhou Baolong” 
廣州寶龍集團有限公司 (Guangzhou Baolong Group Company Limited), a limited liability company incorporated in the PRC

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

“Hong Kong” 
The Hong Kong Special Administrative Region of the PRC

“JV Co” 
廣州富寶龍汽車配件有限公司 (Guangzhou Fu Baolong Automobile Accessories Company Limited), a sino-foreign equity joint venture company established in the PRC owned as to about 97.6% by Luckyear and about 2.4% by 深圳市新冠龍工貿有限公司 (Shenzhen Xinguanlong Industrial Trading Company Limited)

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

“Loan” 
the non-interest bearing and repayable on demand loan due and owing by Luckyear to Century Sky which will be in the sum of HK$30,245,000 at Completion

“Luckyear” 
Luckyear Enterprises Limited, a company incorporated in Hong Kong and wholly owned by Century Sky

“PRC” 
People's Republic of China, excluding Hong Kong and the Macau Special Administrative Region of the PRC

“RMB” 
Renminbi, the lawful currency of the PRC

“Sale Shares” 
100 shares of HK$1 each in Luckyear, all of which have been issued and are fully paid up representing the entire issued share capital of Luckyear

“Share(s)” 
share(s) of HK$0.025 each in the existing capital of the Company

“Share Charge” 
a share charge to be executed by the Company in favour of Century Sky in respect of all of the Sale Shares to secure the Company's payment obligations in respect of the deferred payment of part of the Consideration of HK$78 million

“Share Consolidation” 
the proposed consolidation of 100 shares of HK$0.005 each into one Consolidated Share of HK$0.5

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

“Share Sub-division” 
the sub-division of each authorised but unissued Share of HK$0.025 each into 5 shares of HK$0.005 each

“Stock Exchange” 
The Stock Exchange of Hong Kong Limited

“Yunnan Hangtien” 
雲南航天工業總公司 (Yunnan Hangtien Industrial Company), a state-owned enterprise incorporated in the PRC

By the Order of the board of Directors
Singapore Hong Kong
Properties Investment Limited
Ha Shu Tong
Director
Hong Kong, 27th December, 2001

Note:
In this announcement, Renminbi has been converted into Hong Kong dollars at the rate of HK$1 = RMB1.06 for indication purpose only.

Please also refer to the published version of this announcement in the Hong Kong iMail.







PAGE  
13
SINGAPORE HK PROPERTIES – Major Transaction
(27th December, 2001)


