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PUDONG DEVELOPMENT HOLDINGS LIMITED

(incorporated in the Cayman Islands with limited liability)

PROPOSED ACQUISITION OF LAND IN SHANGHAI

AND

FORMATION OF A JOINT VENTURE

(CONNECTED AND DISCLOSEABLE TRANSACTIONS)

PROPOSED CHANGE OF COMPANY NAME

The Group has, through Tomson Golf and Tomson Real Estate, entered into the Transfer Contract to acquire interest in the Land (comprising the Golf Course Portion of 800,000 square metres and the Residential Portion of 680,000 square metres) from SPLD. The Land will be used for the development of an 18-hole golf course and residential development. Tomson Golf, a 70% subsidiary of the Company which already operates an 18-hole golf course in Pudong, Shanghai, will undertake the development of the golf course. The residential development will be undertaken by the Joint Venture (a sino-foreign joint venture to be established), which will be owned as to 70% by the Group and 30% by SPLD. SPLD is subordinated to Shanghai Municipal Government and a 30% shareholder of a subsidiary of the Group.

The total cost of acquisition of the Group of the Golf Course Portion and 70% of the Residential Portion will be US$91 million (approximately HK$709.80 million) in cash, comprising (i) US$13.75 million (approximately HK$107.25 million) for land premium for a 70% interest in the Residential Portion and (ii) US$77.25 million (approximately HK$602.55 million), representing the Preparatory Cost for the Residential Portion payable by the Group. It is a term of the Transfer Contract that the Golf Course Portion will be acquired free of land premium. As between Tomson Golf and Tomson Real Estate, Tomson Real Estate will bear all relevant Preparatory Cost. Tomson Real Estate will contribute to the total investment amount of the Joint Venture by the transfer of 70% of the Residential Portion and payment of the Preparatory Cost while SPLD will contribute to the total investment amount of the Joint Venture by the transfer of 30% of the Residential Portion after completion of the Preparatory Works. The Group will finance its total acquisition cost from internal resources and/or bank borrowings. The Group considers that there is no material adverse effect on the financial position of the Group if the cost of the acquisition is financed by bank borrowings.

The Preparatory Cost will be paid to SPLD under the Preparatory Works Contract under which SPLD will be responsible for the Preparatory Works. The Preparatory Cost will be payable by instalments on or before the end of December 2003.

The acquisition of interest in the Land, the establishment of the Joint Venture and the Preparatory Works Contract constitute discloseable transactions for the Company under the Listing Rules as the total value exceeds 15% of the last audited net assets of the Group. These transactions also constitute connected transactions for the Company under the Listing Rules, as SPLD is a substantial shareholder of a subsidiary of the Company. Accordingly, these transactions will be subject to the approval of the Independent Shareholders. An independent financial advisor will be appointed by the Company to advise the Independent Shareholders.

The Board also proposes to change the Company's name to Tomson Group Limited (湯臣集團有限公司) to capitalize the goodwill built up by the Group in Shanghai and better reflect the focus of the Group's business activities. The EGM will be held in accordance with the Listing Rules to approve the Transactions and the proposed change of name. A circular containing details of the Transactions and the proposed change of company name (together with the notice of EGM) will be despatched to the Shareholders as soon as practicable.



Acquisition of interest in the Land and Formation of the Joint Venture

Date: 
3 October 2001

Seller:
SPLD

Purchasers:
Tomson Golf (a 70% subsidiary of the Company) and Tomson Real Estate (a wholly owned subsidiary of the Company)

Consideration:
US$13.75 million (approximately HK$107.25 million)

Tomson Golf and Tomson Real Estate have entered into the Transfer Contract with SPLD to acquire from SPLD, the holder of the land use right in respect of the Land, at US$13.75 million (approximately HK$107.25 million):

-
a 100% interest in the Golf Course Portion for a term of 50 years; and

-
a 70% interest in the Residential Portion for a term of 70 years.

The Transfer Contract is conditional upon the approval of the Independent Shareholders at the EGM and the consideration of US$13.75 million (approximately HK$107.25 million) is payable in cash within 30 days from such approval. The Land will be delivered by SPLD in 5 stages (to coincide with the Preparatory Works of the relevant Land area) ranging from 15.6% (minimum) to 30.8% (maximum) of the total Land area in accordance with the development schedule of the Land. The entire Land will be delivered by SPLD by December 2005.

The Group intends to develop the Land into an 18-hole golf course and a low-density residential development:

-
The Golf Course Portion with a site area of approximately 800,000 square metres will be acquired and developed into an 18-hole golf course by Tomson Golf solely. Under the Transfer Contract, the Golf Course Portion will be acquired free of any land premium and Tomson Golf agrees to construct a green belt area of 800,000 square metres at its own cost. Construction of the Golf Course Portion is expected to commence in 2003 and it is expected that construction can be completed in 2007. The estimated construction cost of HK$273 million will be financed from the Group's internal resources and/or bank borrowings;

-
It is a term of the Transfer Contract that the Residential Portion with a site area of approximately 680,000 square metres will be owned and developed by the Joint Venture, a sino-foreign joint venture to be established between Tomson Real Estate and SPLD. The Joint Venture will be owned as to 70% by Tomson Real Estate and 30% by SPLD. The Residential Portion can be developed into residence in phases with a gross floor area of approximately 480,000 square metres. Construction of the first phase of the Residential Portion is expected to commence in 2003 and it is expected that construction can be completed in 2005. The total estimated construction cost of HK$2,637 million for the entire development will be financed from bank financing and pre-sale of the residential development by the Joint Venture.

As between Tomson Golf and Tomson Real Estate, the Preparatory Cost and the cost of acquisition of the Land will be borne by Tomson Real Estate solely. Hence, Tomson Golf will not bear any land premium or Preparatory Cost under the Transactions.

The registered capital of the Joint Venture will be US$19.65 million (approximately HK$153.27 million) and the total investment amount of the Joint Venture will be US$130 million (approximately HK$1,014 million). SPLD will contribute 30% of the total investment amount of US$39 million (approximately HK$304.2 million) by (i) the transfer of 30% of the land use right of the Residential Portion at US$5.9 million (approximately HK$46.02 million) and (ii) completing 30% of the Preparatory Works valued at US$33.1 million (approximately HK$258.18 million). Tomson Real Estate will contribute 70% of the total investment amount by the transfer of 70% the Residential Portion to be acquired under the Transfer Contract at US$13.75 million (approximately HK$107.25 million) and the payment of the Preparatory Cost of US$77.25 million (approximately HK$602.55 million), totalling US$91 million (approximately HK$709.8 million).

The land use rights pertaining to the entire Residential Portion will be owned by the Joint Venture upon the completion of the contribution by Tomson Real Estate and SPLD. The board of directors of the Joint Venture will comprise of 5 nominees from Tomson Real Estate and 2 nominees from SPLD. The general manager of the Joint Venture will be nominated by Tomson Real Estate who will be responsible to carry out the resolutions of the board of directors of the Joint Venture.

The following chart illustrates the Group's interest in the Land upon completion of the Transactions:
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The Transfer Contract is conditional upon the Independent Shareholders approving the Transactions under the Listing Rules at the EGM within 60 days from the signing of the Transfer Contract. Apart from the formation of the Joint Venture to hold the Residential Portion, no other government approval is required for the completion of the Transfer Contract or the conversion of the status of the existing user for the development of the Land by Tomson Golf and Tomson Real Estate. The Board considers that, save as disclosed, there is no other material term in the Transfer Contract which ought to be disclosed in this announcement.

Preparatory Works Contract

Date:
upon approval of the Transactions

Employers:
Tomson Golf and Tomson Real Estate

Contractor:
SPLD

Consideration:
US$77.25 million (approximately HK$602.55 million)

The Land is currently largely vacant. The occupants will have to be resettled and compensated before construction can commence and the Preparatory Works are required to be carried out for the purpose of development of the Land. It is a term of the Transfer Contract that Tomson Golf and Tomson Real Estate shall enter into the Preparatory Works Contract with SPLD. The Board considers that the Preparatory Works are part of the same transaction and Tomson Golf and Tomson Real Estate will enter into the Preparatory Works Contract with SPLD upon the Transactions having been approved by the Independent Shareholders at the EGM.

Under the Preparatory Works Contract, SPLD will be responsible for the Preparatory Works and the Preparatory Cost will be payable by 10 instalments ranging from 6.5% to 11% of the Preparatory Cost on or before the end of December 2003. The Preparatory Works will be completed in stages and the relevant portion of the Land with Preparatory Works completed will be delivered before December 2005. The Preparatory Cost of US$77.25 million (approximately HK$602.55 million) will be financed by internal resources of the Group and/or bank borrowings. The Board considers that, save as disclosed, there is no other material term in the Preparatory Works Contract which ought to be disclosed in this announcement.

Consideration

The total cost of acquisition of the interest in the Land of US$91 million (approximately HK$709.80 million) (comprising of the cost of acquisition of US$13.75 million and the Preparatory Cost of US$77.25 million) has been arrived at after arm's length negotiations. The Group has also considered the valuation of Vigers Hong Kong Limited, an independent professional valuer, which valued the interest of the Land to be acquired (on the existing basis with the benefit of vacant possession and subject to connection to essential utilities) to be not less than US$91 million (approximately HK$709.8 million) as at 4 October 2001. The Board (including the independent non-executive directors) considered that the transactions are in the best interest of the Group and that the total cost of acquisition of interest in the Land is fair and reasonable.

Reasons for the Transactions

The principal businesses of the Group are property development and investment, hospitality and leisure activities and manufacturing operations ancillary to property projects. Tomson Golf is the developer of the "Tomson Shanghai Pudong Golf Club", an 18-hole golf course in Pudong, Shanghai, which has been in operation since 1997. Tomson Golf and Tomson Real Estate are the developers of villas and apartments adjoining the course and up to the date of this announcement, a total gross floor area of 170,215 square metres have been developed. The Group believes that the presence of the golf course greatly enhances the living environment and the marketability of nearby residential development.

Despite the recent slowdown in the world economy, the Group expects that the living standard in Shanghai and the number of expatriates in Shanghai will continue to rise. Accordingly, the Group believes that the demand for high quality residential housing (particularly residential development adjoining golf courses) and quality golfing facilities will also continue to rise. The availability of large tracts of land within reach of major transport links in Shanghai suitable for this type of development is limited. The Group considers that the Transactions will supplement the land bank of the Group and provides an excellent opportunity to expand its luxury residential developments in the Pudong area.

Change of Name

Most subsidiaries of the Group have been conducting business in Shanghai under the name of the "Tomson Group" or "Tomson" for approximately 10 years. During this period, the Group has accumulated substantial goodwill in Shanghai and the Group's business has concentrated in the Pudong New Area and the adjoining area. Development in the Pudong New Area has become more mature and the Group believes that its business should expand beyond the Pudong New Area in the longer term.

The Board therefore proposes to change the Company's name to Tomson Group Limited (湯臣集團有限公司) to capitalize on the goodwill built up by the Group in Shanghai and better reflect the focus of the business activities of the Group. The new Company name will become effective after approval by the Shareholders at the EGM by a special resolution subject to the subsequent approval of the Chinese name by the Registrar of Companies in the Cayman Islands. A further announcement will be made after the EGM to inform Shareholders of the result of the EGM.

General

As at the date of this announcement, SPLD and its associates do not hold any issued shares of the Company. SPLD and its associates will abstain from voting on the ordinary resolution to be proposed at the EGM to approve the Transactions. As far as the Board is aware, there are no other Shareholders who should abstain from voting on the resolution to be proposed to approve the Transactions.

An independent Board committee will be established to advise the Independent Shareholders in this regard and an independent financial adviser will be appointed to advise the independent board committee. A circular containing, inter alia, details of the Transactions together with the EGM notice, will be despatched to the Shareholders as soon as practicable.

Definitions:

"Board"
The board of directors of the Company

"China"
The People's Republic of China (excluding Hong Kong and Macau)

"Company"
Pudong Development Holdings Limited

"EGM"
The extraordinary general meeting of the Company to be held for the purpose of approving and passing the relevant resolutions pursuant to the Transfer Contract and the change of name of the Company

"Golf Course Portion"
Portion of the Land with an area of approximately 800,000 square metres

"Group"
The Company and its subsidiaries

"Hong Kong"
The Hong Kong Special Administrative Region of China

"Independent Shareholders"
Shareholders (other than SPLD and its associates) (as defined in the Listing Rules)

"Joint Venture"
a sino-foreign joint venture to be formed under Chinese laws under the provisional name of Pudong Tomson (Shanghai) Real Estate Development Co., Ltd. and which registered capital will be owned as to 70% by Tomson Real Estate and 30% by SPLD

"Land"
Area B-2 and Area B-13-4 at Jinqiao-Zhangjiang, Pudong, Shanghai, China

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

"Preparatory Cost"
The portion of the cost of the Preparatory Works to be borne by Tomson Golf and Tomson Real Estate under the Preparatory Works Contract

"Preparatory Works"
The responsibility and work involved for the resettlement and relocation of residents on the Land and municipal and complementary works (including connection to utility services such as road, water, electricity, gas, drainage and telephone services)

"Preparatory Works Contract"
the proposed contract to be entered into between SPLD, Tomson Golf and Tomson Real Estate whereby SPLD agrees to undertake the Preparatory Works

"Residential Portion"
portion of the Land with an area of approximately 680,000 square metres

"Shareholders"
shareholders of the Company

"SPLD"
Shanghai Pudong Land Development (Holding) Corp. (上海市浦東土地發展(控股)公司), a corporation which is subordinated to Shanghai Municipal Government and a 30% shareholder of a subsidiary of the Group

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Tomson Golf"
Tomson Golf (Shanghai) Limited, a 70% indirect subsidiary of the Company

"Tomson Real Estate"
Shanghai Tomson Real Estate Investment & Development Co., Ltd., a wholly owned subsidiary of the Company

"Transactions"
the acquisition of interest in the Land by Tomson Golf and Tomson Real Estate pursuant to the Transfer Contract, the formation of the Joint Venture and the proposed appointment of SPLD under the Preparatory Works Contract

"Transfer Contract"
the conditional agreement dated 3 October 2001 between Tomson Golf and Tomson Real Estate (together as purchasers) and SPLD (as seller) in relation to the acquisition of interest in the Land

"HK$"
Hong Kong dollars

"US$"
United States dollars

Note:
For the purpose of this announcement, the exchange rate between HK$ and US$ at US$1 to HK$7.8 is used.

By Order of the Board of

PUDONG DEVELOPMENT HOLDINGS LIMITED

Sung Tze Chun

Executive Director

Hong Kong, 10 October, 2001

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

PAGE  
1
PUDONG DEVELOPMENT HOLDINGS LIMITED - ANNOUNCEMENT

Hong Kong, 10 October, 2001

