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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

CHINESE ESTATES HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

Connected Transaction

Acquisition of Sunny Ocean Limited

The Directors are pleased to announce that on 25th August 2000, Global Smart, an indirect wholly owned subsidiary of the Company entered into the Agreement with Eastern Hall pursuant to which Eastern Hall agreed conditionally to sell and Global Smart agreed conditionally to acquire the Sale Share together with the Sale Debt in Sunny Ocean and the Company agreed to guarantee the due performance of Global Smart.

The Excelsior Property is the principal asset of Sunny Ocean.

Eastern Hall is 90% ultimately owned by a discretionary trust of which certain family members of Mr. Joseph Lau are eligible beneficiaries and the remaining 10% is ultimately owned by Mr. Thomas Lau.  The Acquisition therefore constitutes a connected transaction for the Company under the Listing Rules.  As the total consideration for the Acquisition is or represents less than 3 per cent. of the book value of the net tangible assets of the Group, the Acquisition is only subject to the disclosure requirement as set out in paragraph 14.25(1) of the Listing Rules and details of the Acquisition will be included in the next published annual report and accounts of the Company.

The main reason for the Acquisition is to widen and enhance the Group's investment portfolio in retailing properties in Hong Kong.  The Directors consider the Excelsior Plaza is situated in the prime location permanent for retailing activities and has a good potential for upward appreciation both in term of value and rental income.  As the Group's current renovation of its existing portions in Hong Kong Mansion, in Causeway Bay, into a new shopping arcade has received well response from potential tenants, the Directors consider that the acquisition provides a good chance for the Group to consolidate its retailing properties in the same area.

The Agreement has been negotiated on arm's length basis and on normal commercial terms and the directors of the Company (including its independent non-executive directors) consider that the terms of the Agreement are fair and reasonable.

DATE OF THE AGREEMENT

25th August 2000

PARTIES

Seller:
Eastern Hall

Purchaser:
Global Smart, an indirect wholly owned subsidiary of the Company

Purchaser's Guarantor:
the Company

ASSETS TO BE ACQUIRED

The entire issued share capital of Sunny Ocean and all the loan due and owing by Sunny Ocean to Eastern Hall.

SUNNY OCEAN

Sunny Ocean was sold by a wholly owned subsidiary of the Company to Eastern Hall pursuant to an agreement made in May 1993.

Sunny Ocean, a company incorporated in the British Virgin Islands and carrying on business in Hong Kong under the name of Sunny Ocean Investments Limited, is the registered and beneficial owner of the properties as set out in paragraphs 1 and 2 under the heading of "Excelsior Property" below and has beneficial and∕or possessory title to its estate, right, title and interested of and in the properties set out in paragraph 3 under the heading of "Excelsior Property" below.  At present the Excelsior Property is the principal asset of Sunny Ocean whose business is property investment.

The total rental and licence fees received by Sunny Ocean attributable to the Excelsior Property for the year ended 31st December, 1998 was HK$14,574,348.00 and for the year ended 31st December, 1999 was HK$12,309,049.00.

The net unaudited net tangible assets of Sunny Ocean as at 15th August 2000 was HK$358,718,046.00.

THE EXCELSIOR PROPERTY

The Excelsior Property comprises: -

1.
(a)
Shops Nos.1 to 3, Shops Nos.6 to 12, on the Ground Floor of Yee On Building;


(b)
Units Nos.6 to 11, on the First Floor of Yee On Building.

2.
Shop No. 21, Shop No. 23 and Shop No. 24 on Ground Floor of Chee On Building;

3.
(a)
External Wall on the Ground Floor, First Floor and Second Floor of Yee On Building together with the Main Roof thereof; and


(b)
Such areas defined as "Reserved Areas and Facilities" under the Sub-Sub Deed of Mutual Covenant and Management Agreement dated 1st September, 1997 and registered in the Land Registry by Memorial No. 7276514.

The Excelsior Property forms part of the Excelsior Plaza, being a 3-storey commercial podium accommodating retail and restaurant units of various sizes, located at No. 26 East Point Road, Hong Kong.  The total gross floor area of the Excelsior Property is 606.6 sq. m. (6,530 sq. ft.).

The Excelsior Property is subject to a number of tenancies or licences in favour of unrelated third parties.  Most of the tenancies for the shops have remaining terms of between one month to three years from August 2000 and the licences for the lightboxes do not have any fixed term but are terminable at any time by one month's notice.  The aggregate monthly rental and licence fee for July 2000 was approximately HK$1.22 million.  Presently, all lettable area of the Excelsior Property is fully letted.

CONSIDERATION

The consideration payable under the Agreement for the Sale Share will be determined by adding up (a) the agreed value of the Excelsior Property, which will be fixed at HK$327.6 million, representing a 10% discount of the independent professional valuation of the Excelsior Property at HK$364 million by FPDSavills (Hong Kong) Limited as at 16th August 2000 and (b) the current assets of Sunny Ocean as at completion, less the total liabilities of Sunny Ocean as at completion and the consideration payable for the Sale Debt is equivalent to the face value of the Sale Debt as at completion.  The consideration for the Sale Share payable upon completion is subject to a post completion adjustment with reference to the audited net tangible asset value of Sunny Ocean at completion.  It is currently estimated that the consideration payable for the Sale Share shall be approximately HK$284 million and the consideration for the Sale Debt shall be approximately HK$55.5 million.

PAYMENT TERMS

An initial deposit of HK$50 million has been paid upon signing of the Agreement.  The second instalment of HK$100 million will be paid at Completion.  The balance of the consideration (subject to any adjustment of the consideration for the Sale Share referred to above) for the Sale Share and the Sale Debt will be payable within 6 months after completion bearing an interest rate of HIBOR for the amount outstanding.

CONDITION OF THE AGREEMENT

Completion of the Agreement is conditional upon all necessary consents (if any) having been granted by third parties.

COMPLETION OF THE AGREEMENT

Completion of the Agreement is expected to take place (a) within three weeks from the date of the Agreement subject to the above condition being fulfilled or (b) if the above condition is fulfilled after such three weeks' period, within three (3) business days after the above condition is fulfilled, or on such other date as Eastern Hall and Global Smart may agree in writing.

The Agreement shall terminate if the above condition is not fulfilled on or before 25th February 2001 or such other date as Eastern Hall and Global Smart may agree in writing.

REASON FOR ACQUISITION
The Directors of the Company believe that the Acquisition will provide an opportunity for the Company to widen and enhance the Group's investment portfolio in retailing properties in Hong Kong.  The Directors consider that the Excelsior Plaza is situated in the prime location permanent for retailing activities and has a good potential for upward appreciation both in term of value and rental income.  As for the Group's existing portions in Hong Kong Mansion in Causeway Bay which is under renovation to convert the same from two units of commercial and retailing spaces into a new shopping arcade comprising about 160 shops, the Group has received good responses from potential clients in the recent marketing for re-renting of the shops, and screening of suitable tenants has already commenced.  The Directors consider that the Acquisition provides a good chance for the Group to consolidate its retailing properties in the same area.

GENERAL

Eastern Hall is 90% ultimately owned by a discretionary trust of which certain family members of Mr. Joseph Lau are eligible beneficiaries and the remaining 10% is ultimately owned by Mr. Thomas Lau.  The Acquisition is a connected transaction for the Company under the Listing Rules by virtue of the deemed interest of Mr. Joseph Lau and the interest of Mr. Thomas Lau in the shares of Eastern Hall.  Pursuant to paragraph 14.25(1) of the Listing Rules, as the total consideration for the Acquisition is or represents less than 3 per cent. of the book value of the net tangible assets of the Group, the Acquisition is only subject to the disclosure requirement and details of the Acquisition will be included in the next published annual report and accounts of the Company.

The Agreement has been negotiated on arm's length basis and on normal commercial terms and the directors of the Company (including its independent non-executive directors) consider that the terms of the Agreement are fair and reasonable.

DEFINITIONS

In this announcement, the following expressions have the meanings set out below unless the context required otherwise: -

"Acquisition"
the proposed acquisition of the Sale Share and Sale Debt by Global Smart pursuant to the Agreement;

"Agreement"
the sale and purchase agreement of the Sale Share and Sale Debt amongst Eastern Hall as vendor and Global Smart as purchaser and the Company as guarantor;

"Board"
the board of Directors;

"Company"
Chinese Estates Holdings Limited, a company incorporated in Bermuda with limited liability, the securities of which are listed on the Stock Exchange;

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

"Eastern Hall"
Eastern Hall Limited, a company incorporated in the British Virgin Islands;

"Excelsior Property"
the properties owned by Sunny Ocean, details of which are set out in the section headed "The Excelsior Property" of this announcement;

"Global Smart"
Global Smart Ltd., a company incorporated in the British Virgin Islands, an indirect wholly-owned subsidiary of the Company;

"Group"
the Company and its subsidiaries;

"HIBOR"
Hongkong InterBank Offered Rate for 3 months;

"Listing Rules"
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited;

"Mr. Joseph Lau"
Mr. Joseph Lau, Luen-hung, a Director of the Company;

"Mr. Thomas Lau"
Mr. Thomas Lau, Luen-hung, a Director of the Company;

"Sale Share"
the one share of US$1.00 in the capital of Sunny Ocean, representing the entire issued share capital of Sunny Ocean;

"Sale Debt"
all amount due and owing by Sunny Ocean to Eastern Hall (being approximately HK$55.5 million as at 15th August 2000) as at Completion;

"Sunny Ocean"
Sunny Ocean Limited, a company incorporated in the British Virgin Islands and carrying on business in Hong Kong under the name of Sunny Ocean Investments Limited.

By Order of the Board

Thomas Lau, Luen-hung

Chairman

Hong Kong, 25th August 2000

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