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NEW RANK CITY DEVELOPMENT LIMITED
新協城市建設有限公司*

(Incorporated in the Cayman Islands with limited liability)

PROPOSED VERY SUBSTANTIAL ACQUISITION

AND CONNECTED TRANSACTION

SUMMARY

Further to the MOU, the Directors are pleased to announce that New Rank (BVI 1), a wholly-owned subsidiary of the Company, will enter into the Proposed S & P Agreement with Mr. Leung on or around 18th October, 2001. Pursuant to the Proposed S & P Agreement, New Rank (BVI 1) agrees to purchase 49% equity interest in Fountainwood and the Shareholder's Loan from Mr. Leung for the consideration of approximately HK$68,000,000 to be satisfied by the issuance of the Convertible Note subject to the terms and conditions as set out therein. The conversion price of the Convertible Note is HK$0.992 per Share and the conversion right attached to the Convertible Note may be exercised only after Fountainwood Guanghua's obtaining of the provisional land use right or the land use right in respect of the Site on or before 30th September, 2001 and the MOFTEC Approval within six months' time from the issuance of the Convertible Note but before the Maturity Date. Upon full conversion of the Convertible Note, 68,548,387 Shares will be issued to Mr. Leung and the shareholding of the Company controlled by Mr. Leung together with the Shares held by NRG shall increase from approximately 46.4% to 57.3%. Should Mr. Leung and/or his nominee(s) exercise the conversion rights under the Convertible Note which result in the shareholding of Mr. Leung and parties acting in concert with him (within the meaning under the Takeover Codes) in the Company increasing by more than 5% in any 12 months period, Mr. Leung and NRG shall comply with the Takeover Codes.

The Directors consider that the terms and conditions of the Proposed S & P Agreement have been negotiated on an arm's length basis and were agreed on commercial terms between the parties involved. The Directors further consider that the terms of the Proposed S & P Agreement are fair and reasonable insofar as the Independent Shareholders are concerned and are beneficial to the Company.

Mr. Leung has obtained the interests in Fountainwood as a result of the Loan Restructuring. This may have led to a possible breach of the Non-competition Undertaking by Mr. Leung. The Stock Exchange has indicated that it reserves the right to take disciplinary action against Mr. Leung in respect of such breach. The Company shall comply with all requirements to the Listing Rules in relation to the Acquisition.

The Acquisition, if materialised, may constitute a very substantial acquisition and a connected transaction of the Company. Trading in the Shares was suspended from 2:30 p.m. on 3rd September, 2001 at the request of the Company pending the release of this announcement. Application for resumption of trading in the Shares with effect from 10:00 a.m. on 4th October, 2001 has been made to the Stock Exchange. As the Acquisition may or may not proceed, the Shareholders and the public should exercise caution in dealing in the Shares. The Company will make a public announcement when the formal S & P Agreement is entered into on or around 18th October, 2001.



1.
THE PROPOSED S & P AGREEMENT

Parties:

(i)
New Rank (BVI 1)

(ii)
Mr. Leung

Particulars of the Proposed S & P Agreement:

Pursuant to the Proposed S & P Agreement, the Company will acquire from Mr. Leung (i) 49% of the entire issued share capital of Fountainwood, free from any claims, charges, liens, encumbrances, equities or adverse rights of any description for a consideration of approximately HK$35,000,000; and (ii) the benefit of the Shareholder's Loan owed by Fountainwood to Mr. Leung for a consideration of HK$33,000,000. The aggregate consideration of HK$68,000,000, determined on an "at cost" basis, will be satisfied by the issuance of the Convertible Note upon completion of the Proposed S & P Agreement.

The Directors have confirmed that although the Group's acquisition of all of the benefit of the Shareholder's Loan is not in proportion to the Group's proposed 49% equity interest of Fountainwood, they are of the view that the Acquisition in aggregate would still be beneficial to the Company for the reasons stated in the section headed "Reasons for and benefits of the Proposed S & P Agreement and the Acquisition" below.

Mr. Leung also confirmed that Fountainwood Guanghua had received approval from Beijing Foreign Trade and Economic Co-operation Commission in relation to the development of the Site. However, pursuant to the relevant laws of the PRC, the MOFTEC Approval will also be required. Mr. Leung and Fountainwood have undertaken to the Company to procure applications for the MOFTEC Approval.

Pursuant to the MOU, the Group intended to acquire 90% equity interest in Fountainwood; however, the Proposed S & P Agreement provided that the Group would acquire only 49% equity interest in Fountainwood after taking into consideration of reducing the Group's future capital commitment in one single property development project.

The Directors consider that the Proposed S & P Agreement has been negotiated on an arm's length basis and is agreed on normal commercial terms between the parties involved and the issuance of the Convertible Note is in the interest of the Company. Details of the Convertible Note are set out below. The Company has no present intention to acquire further interest in Fountainwood.

Particulars of the Convertible Note:

Holder of the Convertible Note: Mr. Leung and/or its nominee(s)

Principal Amount of the Convertible Note: HK$68,000,000

Coupon Rate: 0%

Maturity: 48 months from the date of issuance

Minimum amount of conversion: HK$100,000

Form: Registered form only

Conversion Price:

The Conversion Price is HK$0.992 per Share, subject to adjustment for, among other things, subdivision or consolidation of Shares, bonus issues and other dilutive events. As the Conversion Price was determined at the time of executing the MOU, the Group and Mr. Leung have agreed not to revise the Conversion Price notwithstanding the abrupt changes in the Hong Kong and global stock market sentiments after suspension of the Shares on 3rd September, 2001. The Conversion Price represented the average closing price of the Shares of the 20 trading days ended 23rd February, 2001, being the last trading day precedent to the suspension of trading in the Shares pending the announcement published by the Company dated 28th February, 2001, and a discount of approximately 23.7% to the closing price of the Shares of HK$1.30 at the morning session of the trading hours of the Stock Exchange on 3rd September, 2001, being the last trading session of the Shares precedent to the suspension of the trading in the Shares at 2:30 p.m. on the same date, and a discount of approximately 20.0% to the average closing price of the Shares of approximately HK$1.24 for the last five trading days up to 3rd September, 2001. Nevertheless, the Conversation Price represents a premium of approximately 6.9% to the Group's net asset value as at 31st December, 2000 of approximately HK$0.928 per Share.

Conversion Right and Cancellation Right:

Mr. Leung and/or its nominee(s) may convert such part of the Convertible Note in the minimum principal amount of HK$100,000 into the Shares after the latter of either Fountainwood Guanghua's

(i)
obtaining the provisional land use right or the land use right in respect of the Site on or before 30th September, 2002; and

(ii)
obtaining the MOFTEC Approval within six months' time from the issuance of the Convertible Note.

If Fountainwood Guanghua fails to obtain either (i) a provisional land use right certificate or a land use right certificate in respect of the Site on or before 30th September, 2002 or (ii) the Relevant State-level Approvals in six months' time from the issuance of the Convertible Note, the Group will reverse the Acquisition by transferring the 49% equity interest in Fountainwood and the benefit of the entire Shareholder's Loan owed by Fountainwood to Mr. Leung at a consideration equal to the aggregate of the expenses and subsequent investment and/or loans to the Fountainwood Group, if any, together with interest accrued thereon at the rate equal to 2% per annum. Such interest rate approximately matches with the general savings rate offered by the licenced banks in Hong Kong when negotiations of the Acquisition between the Group and Mr. Leung commenced. The Convertible Note held by Mr. Leung will also be cancelled and the principal amount of the Convertible Note shall cease to become repayable. The Company will issue of a public announcement of the reversion if and when required.

Assuming full conversion of the Convertible Note into Shares at the Conversion Price, the Company will issue 68,548,387 Shares to Mr. Leung and/or his nominee(s), representing approximately 25.4% and 20.3% of the existing and enlarged issued share capital of the Company respectively. The shareholding of Mr. Leung and parties acting in concert with him in the Company will increase from about 46.4% of the existing issued share capital to approximately 57.3% of the enlarged share capital of the Company immediately after the full conversion of the Convertible Note. Mr. Leung and NRG are fully aware of his/its obligations under the Takeover Codes. Should Mr. Leung and/or his nominee(s) exercise the conversion rights under the Convertible Note resulting in the shareholding of Mr. Leung and his nominee(s) in the Company increasing by more than 5% in any 12 months period, Mr. Leung and NRG shall comply with the Takeovers Codes.

Redemption by the Company:

Unless previously redeemed, purchase, converted or cancelled, the Company will redeem the outstanding Convertible Note on the Maturity Date at 108% of the principal amount of the Convertible Note.

Status of the Convertible Note:

The Convertible Note constitutes direct, unconditional, unsubordinated and unsecured obligations of the Company. The payment obligations of the Company under the Convertible Note shall, save for such exceptions as may be provided by applicable legislation, at all time rank at least equally in all respects with all its other present and future unsecured and unsubordinated obligations. The Company has no intention to make application for the listing of the Convertible Note.

Mr. Leung and/or his nominee(s) has undertaken to notify the Company within five business days after entering into any agreement in respect of transferring the Convertible Note to other parties. The Company has undertaken to the Stock Exchange that it will disclose to the Stock Exchange transfer of the Convertible Note by Mr. Leung to any of the directors, substantial shareholders or chief executive of any member of the Group or any of their respective associates from time to time immediately after the Company is aware of such transfer.

3.
THE CONDITIONS

Completion of the Proposed S & P Agreement is conditional upon, inter alia, occurrence of the following events on or before 30th November, 2001 or such other date as the parties to the Agreement may otherwise agree:


(i)
the due and proper implementation and completion of the Loan Restructuring and transfer of all shares in Fountainwood Guanghua from Linkerway and Yongli Real Estate to Fountainwood;

(ii)
satisfaction of the results of the due diligence investigations to be carried out by the Company on, including but not limited to, the Fountainwood Group, the Site and the Loan Restructuring;

(iii)
the obtaining of all necessary consents, licences and approvals and compliance with all relevant laws, rules and regulations in respect of the due and proper implementation and completion of the Loan restructuring, and transfer of all shares in Fountainwood Guanghua from Linkerway and Yongli Real Estate to Fountainwood and other relevant issues.

(iv)
delivery to the Company by Fountainwood of draft financial accounts of Fountainwood and Fountainwood Guanghua as at the date of the conditions herein being fulfilled satisfactory to the Company;

(v)
the issue of legal opinion(s) from a PRC practising law firm, a BVI practising law firm or other law firms, if required, on, including but not limited to, the legality and validity of the Fountainwood Group, the Site and the Loan Restructuring;

(vi)
the passing by the Independent Shareholders of an ordinary resolution to approve the Proposed S & P Agreement and the issue of Convertible Note at the SGM;

(vii)
amendments to the terms of Mr. Leung's Non-competition Undertaking as a result of the Loan Restructuring by the Independent Shareholders at the SGM;

(viii)
the Stock Exchange's granting or agreeing to grant (either unconditionally or subject only to conditions to which the Company will reasonably accept) the listing of the Shares to be issued upon exercise of the conversion rights under the Convertible Note; and

(ix)
the Stock Exchange not having notified the Company that the Acquisition will result in the Company being deemed as a new listing applicant by the Stock Exchange.

4.
INFORMATION ON THE LOAN RESTRUCTURING AND THE ASSETS UNDER THE ACQUISITION

Transfer of loan from Guozheng to Mr. Leung

Mr. Leung had an outstanding loan of approximately RMB68 million due from Guozheng as at 28th February, 2001. Guozheng had an aggregate outstanding loan of approximately RMB33 million due from Xin Hua Feng in 1996. As Xin Hua Feng was unable to repay the said loan to Guozheng and became liable to approximately RMB66 million to Guozheng, being the principal loan amount plus the accrued interest and contingent liabilities in respect of the loan up to the date of Loan Restructuring Agreement. Accordingly, Guozheng proposed to Mr. Leung for repaying such debt by way of the Loan Restructuring. Pursuant to the Loan Restructuring Agreement, Guozheng assigned its rights attached to the loan of Xin Hua Feng to Mr. Leung to offset the loan due from Guozheng to Mr. Leung and waived the remaining RMB2 million being the difference between his loan to Guozheng and Xin Hua Feng's loan to Guozheng. As a result, Mr. Leung became a beneficial creditor of Xin Hua Feng. In accordance with the Loan Restructuring Agreement, Mr. Leung assigned the Shareholder's Loan of RMB35 million to Fountainwood. Fountainwood was obliged to pay (i) RMB5 million to Linkerway and Yongli Real Estate who were the shareholders of Xin Hua Feng before the Loan Restructuring; (ii) approximately RMB20 million to other creditors of Xin Hua Feng, who were, to the best of the Directors' knowledge, are independent and not connected with any of the directors, substantial shareholders or chief executive of any member of the Group or any of their respective associates; and (iii) RMB20 million to Guanghua, which was the former user of the Site for industrial purpose, as the first instalment of the agreed amount of RMB240 million for acquiring the entire economic interest in Xin Hua Feng. Fountainwood then became the beneficial owner of the 100% economic benefit and the Shareholder's Loan in Xin Hua Feng. Mr. Leung subsequently transferred the above mentioned interest in Xin Hua Feng to Fountainwood, a company presently owned as to 90% by Mr. Leung and as to the remaining interests of 10% by the Independent Investor.

Asset to be acquired

Fountainwood is a company established in the British Virgin Islands on 26th August, 1998. Upon completion of the Loan Restructuring Agreement, the only asset of Fountainwood is the holding of the 100% economic benefit in Xin Hua Feng, which was renamed as Fountainwood Guanghua on 28th August, 2001, a Sino-foreign cooperative joint venture established by Guanghua and Fountainwood to engage in the development of the Site subsequent to the Loan Restructuring; and the only liability of Fountainwood is the Shareholders' Loan of RMB35 million owed to Mr. Leung. The present land use right title in respect of the Site was granted by Beijing Municipal Real Estate Administration Bureau to Guanghua in 1999 and Guanghua has undertaken to Xin Hua Feng that it will procure Beijing Municipal Real Estate Administration Bureau to transfer title of the land use right in respect of the Site to Xin Hua Feng.

The Site is located at 7 Guanghua Road, Chaoyang District, Beijing, the PRC and the neighbourhood of the Site has been developed into a central business district of Beijing with a concentration of top-grade office buildings including China World Tower, Kerry Centre and Hanwei Plaza and is one of the most prime locations in Beijing. The Site was previously occupied by Guanghua as factory premises and was later left vacant when Guanghua relocated its manufacturing facilities. The Site is planned to be developed into a multi-purpose complex building comprising offices, residential apartments, restaurants and entertainment arcades with a total gross floor area of 136,000 sq.m. upon completion (of which 20,000 sq.m. will be at underground levels). According to the valuation report prepared by RHL Appraisal Limited, an independent valuer, in respect of the Site, the market value of the Site amounts to RMB950 million as of 31st August, 2001 after an outstanding commitment payable by Fountainwood in relation to Fountainwood Guanghua as stated below. Pursuant to the Proposed S & P Agreement, New Rank (BVI 1) will be entitled to nominate two directors out of five directors in the Fountainwood Board. Two of the remaining three seats of the Fountainwood Board will be appointed by Mr. Leung and the other seat will be appointed by the Independent Investor.

The land use right in respect of the development of the Site into a multi-purpose complex building with a total gross area of approximately 136,000 sq.m. had not yet been obtained by Xin Hua Feng. After completion of the Acquisition, the shareholders of Fountainwood will fund Fountainwood, which in turn will finance Fountainwood Guanghua to enter into a land grant agreement with Beijing Municipal State Land Administration Bureau. According to the legal opinion issued by Jincheng Law Firm, the entering into the land grant agreement and the obtaining of a land use right certificate are considered as procedural and there will be no legal obstacles in obtaining the land use right certificate should the land premium in respect of the Site is duly paid.

The Site is currently reclaimed and unoccupied. The duration for the development of the Site is estimated to be approximately 2.5 years.

Outstanding commitments of Fountainwood Guanghua

Upon the completion of the Loan Restructuring Agreement, Fountainwood Guanghua shall have the following capital commitment including the amounts to be paid to Guanghua, which shall be transferred to Fountainwood upon completion of the Proposed S & P Agreement:

Sum payable to Guanghua by instalments:
RMB220.0 million

Expected maximum amount of land premium payable to

  the Beijing Municipal Government:
RMB197.2 million

  (Note 1)

Total:
RMB417.2 million


(equivalent to HK$393.6 million)

Note 1:

Land premium
=
estimated land premium per sq. m.* x total gross floor area (excluding basements)


=
RMB1,700 x 116,000 sq. m.


=
RMB197.2 million

*
The estimated land premium per sq. m. was based on the higher end of the land premium range in respect of the Site valued by Beijing Zhongchengyi Real Estate Valuation Limited, the independent valuer in the PRC, with reference to the land premium payable by the real estate developments of similar grading and development plans in the same area.

Mr. Leung has undertaken to the Company that he will reimburse to the Company any of the land premium amount in respect of the Site in excess of RMB197.2 million.

Fountainwood confirmed to the Directors that the consideration given to Guanghua which presently owns the land use right title of the Site was negotiated on an arm's length basis and was agreed on normal commercial terms between the parties involved.

The payments by Fountainwood to Linkerway and Yongli Real Estate were substantially below those payable to Guanghua because acquisition of the respective economic interests of Linkerway and Yongli Real Estate in Xin Hua Feng was effected pursuant to the Loan Restructuring in which Linkerway and Yongli Real Estate were the debtors of Guozheng and did not have repayment abilities. Accordingly, Linkerway and Yongli Real Estate did not have much bargaining power over the compensation amount. On the other hand, Guanghua had been the user of the Site and Fountainwood needs its assistance in obtaining the issuance of land use right to Fountainwood Guanghua. Therefore, Guanghua has a higher bargaining power to request for higher compensation. Nevertheless, the aggregate of the payments to Guanghua, Linkerway and Yongli Real Estate is still substantially below the valuation of the Site.

Fountainwood intends to fund the above-mentioned commitments by the resources of its shareholders according to their equity interests in Fountainwood. Accordingly, the Group shall be responsible for 49% of the above-mentioned capital commitments when and as required by various way of financing measures such as placing of new Shares, bank borrowings and internal resources.

5.
REASONS FOR AND BENEFITS OF THE PROPOSED S & P AGREEMENT AND THE ACQUISITION

It is always the corporate strategy of the Company to look for suitable property projects from time to time to enhance the earning base and investment value of the Company. With the PRC's impending entry into the WTO expected to be effective by the end of this year and the Olympic Games to be held in Beijing in 2008, the Directors anticipate that the property market in Beijing will have a promising outlook. The Directors believe that the Proposed S & P Agreement will benefit the Company due to the following reasons:

(a)
The Acquisition will increase interests in land reserves in Beijing, the PRC of the Group;

(b)
The Directors believe that the realisable value of the Site upon completion of the development will enhance the earning base of the Group and as a result benefit to the shareholders of the Company. According to a valuation conducted by an independent property valuer, the market value of the Site is valued at RMB950 million as of 31st August, 2001 after the outstanding capital commitment payable by Fountainwood of only approximately HK$393.6 million as stated above. Accordingly, the valuation surplus arisen therefrom and attributable to the Group shall amount to approximately HK$272.6 million;

(c)
the Directors believe that the Convertible Note represents an attractive financing option for the Company taking into account the terms of the Convertible Note. The Directors believe that the issue of the Convertible Note to finance the Acquisition will have a less immediate diluting effect on the Company's earnings and net assets per share and the conversion of the Convertible Note will strengthen the Company's capital base; and

(d)
the provisions of the Convertible Note enable the Company to ensure that the necessary land use right (or its equivalent) will be properly obtained before the consideration of the Acquisition is actually transferred.

6.
NON-COMPETITION UNDERTAKING

The Loan Restructuring may have exposed Mr. Leung to a possible breach of the Non-competition Undertaking. The Directors (including independent non-executive Directors) consider that such breach is a transitional issue as the interest obtained in Fountainwood by Mr. Leung will be transferred to the Group at cost pursuant to the Proposed S & P Agreement. Furthermore, should the Independent Shareholders consider the Acquisition and/or Mr. Leung's breach of the Non-competition Undertaking not be in their interests, they would have the option to vote against the resolution to disapprove the Acquisition at the SGM. Accordingly, the Directors do not consider that such breach would jeopardise the interests of the Independent Shareholders and the Company.

The Stock Exchange has indicated that it reserves the right to take disciplinary action against Mr. Leung in respect of the breach. The Company shall comply with all requirements to the Listing Rules in relation to the Acquisition.

7.
GENERAL

Suspension and resumption of trading in the Shares

The Acquisition, if materialised, may constitute a very substantial acquisition and a connected transaction of the Company under the Listing Rules by virtue of the fact that Mr. Leung, a Director, is the controlling shareholder of Fountainwood. Accordingly, the trading in the Shares was suspended with effect from 2:30 p.m. on 3rd September, 2001 at the request of the Company pending the release of this announcement. Application for resumption of trading in the Shares with effect from 10:00 a.m. on 4th October, 2001 has been made to the Stock Exchange. As the Acquisition may or may not proceed, the Shareholders and the public should exercise caution in dealing in the Shares. The Company will make a public announcement when the formal S & P Agreement is entered into on or around 18th October, 2001.

The Directors confirmed that during the period from 3rd September, 2001 to the date of this announcement, the Group was in active negotiations with Fountainwood on finalising the terms and conditions of the Proposed S & P Agreement.

Formation of an independent board of the Company and appointment of an independent financial adviser

The Proposed S & P Agreement contemplated thereunder is subject to approval by the Independent Shareholders at the SGM. An independent financial adviser will be appointed to advise the independent board of the Company comprising Mr. Lam Tak Shing and Mr. Ip Chun Chung, Robert, being the independent non-executive Directors, and the Independent Shareholders. Subject to the approval by the Independent Shareholders at the SGM, the Directors expect that the Proposed S & P Agreement will be completed on or about 30th November, 2001.

8.
TERMS USED IN THIS ANNOUNCEMENT

"Acquisition"
the proposed acquisition of the 49% interest in Fountainwood by New Rank (BVI 1) and the Shareholders' Loan respectively

"Board"
the board of directors of the Company

"Company" 
New Rank City Development Limited

"Convertible Note" 
the Convertible Note amounting to HK$68,000,000 issued pursuant to the Proposed S & P Agreement for the satisfaction of consideration of the Acquisition

"Conversion Price" 
the issue price of HK$0.992 per Consideration Share, subject to adjustment

"Director(s)"
the director(s) of the Company

"Fountainwood"
Fountainwood Limited, a company incorporated in the British Virgin Islands with limited liability on 26th August, 1998 and is owned as to 90% by Mr. Leung and as to the remaining interest of 10% by an independent third party not connected to any of the directors, chief executive or substantial shareholder of any of the members of the Group or their respective associates

"Fountainwood Board"
the board of directors of Fountainwood

"Fountainwood Group"
Fountainwood and its subsidiaries

"Fountainwood Guanghua"
北京世源光華開發房地產有限公司 (Beijing Shiyuan Guanghua Development Real Estate Limited), a Sino-foreign cooperative joint venture established by Fountainwood and Guanghua on 28th August, 2001

"Group" 
the Company and its subsidiaries

"Guanghua"
北京光華染織廠 (Beijing Guanghua Dying & Sewing Factory), an enterprise established under the laws of the PRC, and presently interested in 50% of the economic benefit of Fountainwood Guanghua

"Guozheng"
國証經濟開發有限公司 (Guozheng Economic Development Limited), an enterprise established in the PRC and is independent and not connected to any of the directors, chief executive or substantial shareholder of any of the members of the Group or their respective associates

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

"Independent Investor"
Mr. Wei Ping, an independent third party which is interested in 10% of the issued share capital of Fountainwood and is not connected with any of the directors, substantial shareholders or chief executive of any member of the Group or any of their respective associates

"Independent Shareholders"
Shareholders other than Mr. Leung and his associates (as defined under the Listing Rules)

"Linkerway"
Linkerway Development Limited, a company incorporated in Hong Kong and was interested in 45% issued share capital of Xin Hua Feng before the Loan Restructuring and is independent and not connected to any of the directors, chief executive or substantial shareholder of any of the members of the Group or their respective associates

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

"Loan Restructuring"
the loan restructuring arrangement under the Loan Restructuring Agreement entered into between Mr. Leung, Guozheng and Fountainwood

"Loan Restructuring Agreement"
an agreement entered into between Mr. Leung, Guozheng and Fountainwood in respect of the swap of loans dated 28th February, 2001

"Maturity Date"
the maturity date of the Convertible Note, being 48 months from the date of the Proposed S & P Agreement

"MOFTEC Approval"
approval from Ministry of Foreign Trade and Economic Co-operation and other approvals from the relevant government approvals, if required, on incorporation of Fountainwood Guanghua in relation to the development of the Site

"MOU"
the memorandum of understanding entered into between Mr. Leung and New Rank (BVI 1) on 28th February, 2001

"Mr. Leung" 
Mr. Leung Kwo, a Director and the controlling shareholder of the Company and is interested in approximately 46.4% issued share capital of the Company as at the date of this announcement

"New Rank (BVI 1)"
New Rank (BVI 1) Limited, a company incorporated in the British Virgin Islands on 22nd September, 1999 and is a wholly-owned subsidiary of the Company

"Non-competition Undertaking"
a non-competition undertaking given by Mr. Leung and NRG to the Company on 6th May, 2000 for so long as NRG remains as a controlling shareholder of the Company (as defined in the Listing Rules), each 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.

"NRG"
New Rank Groups Limited, a company beneficially interested in approximately 44.6% of the issued share capital of the Company as at the date hereof and indirectly owned by a trustee of a discretionary trust known as New Rank Trust

"PRC" 
The People's Republic of China

"Proposed S & P Agreement"
the proposed sale and purchase agreement expected to be entered into between Mr. Leung and the Company on or around 18th October, 2001

"SGM" 
the special general meeting of the Company to be convened for approving inter alia, the Acquisition and the issue of the Convertible Note, by the Independent Shareholders

"Share(s)" 
269,508,000 share(s) of HK$0.001 each in the share capital of the Company

"Shareholders" 
holders of Shares

"Shareholder's Loan"
the loan amounted to RMB35 million assigned by Mr. Leung to Fountainwood

"Site" 
the property development project to be acquired under the Acquisition

"Stock Exchange" 
The Stock Exchange of Hong Kong Limited

"Takeover Codes"
the Hong Kong Codes on Takeovers and Mergers

"Xin Hua Feng"
北京新華豐染織發展有限公司 (Beijing Xin Hua Feng Dye & Sew Development Limited), a Sino-foreign cooperative joint venture enterprise established by Guanghua, Linkerway and Yongli Real Estate in the PRC in 1993 and is independent and not connected to any of the directors, chief executive or substantial shareholder of any of the members of the Group or their respective associates

"WTO" 
the World Trade Organisation

"Yongli Real Estate"
永利房地產開發公司 (Yongli Real Estate Development Company), an enterprise established in the PRC and was interested in 5% of the economic benefit of Xin Hua Feng before the Loan Restructuring and is independent and not connected to any of the directors, chief executive or substantial shareholder of any of the members of the Group or their respective associates

"HK$" 
Hong Kong dollars

"RMB" 
Renminbi, the lawful currency of the PRC

"sq. m."
square meter

Note:
For the purpose of this announcement, all amounts in Renminbi were translated into Hong Kong dollars at an exchange rate of HK$1.00: RMB1.06.

By Order of the Board

Leung Kwo

Chairman

Hong Kong, 3rd October, 2001

* For identification purposes only
"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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