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DISCLOSEABLE TRANSACTION

INVOLVING THE DISPOSAL OF THE ENTIRE 30% INTEREST IN

LEE THEATRE REALTY LIMITED

The Group has entered into the S&P Agreement on 20 August 2001 to sell the Share Purchaser (its joint venture partner) and the Loan Purchaser (a related corporation of the Share Purchaser) the Group's 30% equity interest in the issued share capital of, and the Shareholder Loan to, Lee Theatre. The aggregate consideration for the Sale Shares and the Shareholder Loan is HK$516,000,000 less 30% of the Completion Net Current Liabilities. The Consideration will be satisfied by cash. Completion of the sale and purchase will take place on 15 September 2001 or such other date as agreed between the parties (but in any event not later than 45 days from the date of signing the S&P Agreement). The proceeds from the disposal would be used to repay the Group's indebtedness to Hang Seng Bank (approximately HK$325,000,000 as at the date of the S&P Agreement) and the balance of the proceeds is expected to be applied towards future retail and property development projects of the Group (although no such project has been identified as at the date of this announcement).

Lee Theatre is a joint venture company formed by Hysan Development, the Share Purchaser and the Group pursuant to a shareholders agreement dated 6 August 1992 to develop a property in Hong Kong; which development has been completed in 1994.

The sale and purchase contemplated under the S&P Agreement constitutes a discloseable transaction of the Company under the Listing Rules.

The Company will send to Shareholders, for information only, a circular containing, among other things, details of the Transaction within 21 days from the date of this announcement.



1.
Date of S&P Agreement 

20 August 2001

2.
Parties

Vendor of the Sale Shares 
:
Sincere B.V.I. Limited, a wholly-owned subsidiary of the Company 

Vendor of the Shareholder Loan
:
the Company 

Purchaser of the Sale Shares
:
Kwong Hup Holding Limited, a wholly-owned subsidiary of Hysan Development 

Purchaser of the Shareholder Loan
:
Chinaspark Limited, a wholly-owned subsidiary of Hysan Development

3. 
The Assets realised and Information on Lee Theatre

The Sale Shares and the Shareholder Loan. The Sale Shares represent 30% of the issued share capital of Lee Theatre, whose principal asset is the Property. The remaining 70% of the issued share capital of Lee Theatre is currently held by the Share Purchaser. The Shareholder Loan is interest-bearing and repayable on demand. Pursuant to the completion of such sale, the Group will cease to have any interest in Lee Theatre. 

Based on the audited accounts of Lee Theatre for its financial years ended 31 December 1999 and 31 December 2000, the net asset value of Lee Theatre were HK$796,653,797 and HK$965,276,756 respectively. The net profits (before and after taxation ) for the financial year ended 31 December 1999 were HK$39,705,585 and HK$36,352,440 respectively and the net profits (before and after taxation ) for the financial year ended 31 December 2000 were HK$28,750,746 and HK$26,622,959 respectively.

The Property:

The Property is known as "Lee Theatre Plaza" and is located at 99 Percival Street and 2-4 Matheson Street, Causeway Bay, Hong Kong. It comprises a 25-storey (including 2 basements and a mezzanine floor) commercial complex erected on a site and was completed in 1994.

According to a property valuation report prepared by Jones Lang La Salles for the Transaction, the Property was valued at HK$1,720,000,000 as at 16 August 2001.

4. 
Consideration

The aggregate consideration for the Sale Shares and the Shareholder Loan is 30% of the value of the Property based on the Valuation less the Completion Net Current Liabilities less the total shareholder loans from the Share Purchaser and the Vendor plus the Shareholder Loan from the Vendor. The net current liabilities of Lee Theatre as at 30 June 2001, based on Lee Theatre's unaudited management accounts, is HK$29,233,444. The consideration is apportioned as follows: (i) as to the Shareholder Loan, the amount of the Shareholder Loan which will stand outstanding as at Completion Date and (ii) as to the Sale Shares, the balance of the aggregate consideration.

The Shareholder Loan was made by the Group pursuant to a loan agreement dated 30 August 1996 between HD Treasury Management Limited (a subsidiary of Hysan Development), the Company and Lee Theatre. The amount of loans made by the Company and HD Treasury Management Limited pursuant to such loan agreement were in proportion to the Company's and Hysan Development's respective equity interests in Lee Theatre. The principal amount of the shareholder loan outstanding from Lee Theatre to the Company is HK$263,754,417 (as at 30 June 2001).

The aggregate consideration will be payable as follows:-

(i)
on signing the S&P Agreement, the sum of HK$51,600,000;

(ii)
on Completion, the amount representing HK$516,000,000 less the sum of (a) HK$51,600,000 and (b) the amount representing 30% of the Estimated Net Current Liabilities.

After the actual Completion Net Current Liabilities has been determined after Completion, the aggregate consideration paid will be adjusted accordingly on a dollar for dollar basis.

The aggregate consideration for the Sale Shares and the Shareholder Loan was arrived at after arms length negotiations with reference to 30% of the value of the Property based on the Valuation and the face value of the outstanding amounts of the Shareholder Loan.

5.
Condition and Completion

The S&P Agreement is unconditional and Completion will take place on 15 September 2001 or such other date as agreed between the parties (but in any event not later than 45 days from the date of signing the S&P Agreement).

6. 
Reasons for the Transaction

The Directors consider that the disposal represents a good opportunity for the Group to realize its investment in the Property and to re-deploy the Group's resources in other projects with better prospects. The proceeds from the disposal would be used to repay the Group's indebtedness to Hang Seng Bank (approximately HK$325,000,000 as at the date of the S&P Agreement) and the balance of the proceeds is expected to be applied towards future retail and property development projects of the Group (although no such project has been identified as at the date of this announcement).

7.
General

The principal activities of the Group are the operation of departmental stores, the rental of properties, property development, securities trading and the operation of restaurants.

The sale and purchase contemplated under the S&P Agreement constitutes a discloseable transaction of the Company under the Listing Rules. A circular containing details of the S&P Agreement will be despatched to the Shareholders as soon as practicable.

8. 
Terms used in this announcement

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

"Company" 
The Sincere Company, Limited, a limited company incorporated in Hong Kong with its shares listed on the Exchange

"Completion" 
completion under the S&P Agreement

"Completion Accounts"
the audited accounts of Lee Theatre to be audited by the Purchaser's Reporting Accountant, Deloitte Touche Tohmatsu and reviewed by the Vendor's Accountant, Ernst & Young, in accordance with the S&P Agreement

"Completion Date"
the date of completion of the Transaction referred to in section 5 above

"Completion Net 
the value of the audited net current liabilities of 

  Current Liabilities"
Lee Theatre as at the Completion Date as determined with reference to the Completion Accounts

"Consideration"
the consideration referred to in section 4 above

"Directors"
directors of the Company

"Estimated Net Current 
the estimated proforma management accounts of 

  Liabilities"
Lee Theatre as at, and for the period beginning 1 January 2001 and ending on, the Completion Date produced by the Share Purchaser to the Vendor of the Sale Shares

"Exchange" 
The Stock Exchange of Hong Kong Limited

"Group" 
the Company and its subsidiaries

"Hysan Development"
Hysan Development Company Limited, the holding company of the Purchasers and whose shares are listed on the Exchange

"Lee Theatre"
Lee Theatre Realty Limited, a company incorporated in Hong Kong in 1992 which is currently owned as to 70% by the Share Purchaser and 30% by the Vendor of the Sale Shares

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

"Loan Purchaser"
the purchaser of the Shareholder Loan referred to in section 2 above

"Property"
the property described in section 3 above

"Purchasers"
the purchasers set out in section 2 above;

"S&P Agreement"
the Agreement dated 20 August 2001 entered into between the Vendors and the Purchasers relating to the sale and purchase of 30% of the issued share capital of and the Shareholder Loan to Lee Theatre

"Sale Shares"
three (3) "B" ordinary shares of HK$1.00 each in the capital of Lee Theatre

"Shareholders"
holders of shares in the Company

"Shareholder Loan"
the advances made by the Company to Lee Theatre in proportion to the Group's equity interest in Lee Theatre and which stand outstanding from Lee Theatre to the Company as at the Completion Date together with interests accrued thereon up to but excluding the Completion Date

"Share Purchaser"
the purchaser of the Sale Shares referred to in section 2 above

"Transaction"
the sale and purchase of the Sale Shares and the Shareholder Loan pursuant to the S&P Agreement

"Valuation"
the valuation by Jones Lang La Salle on the Property referred to in section 3 above

"Vendors"
the vendors set out in section 2 above.

By Order of the Board

The Sincere Company, Limited

Walter K W Ma

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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