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MANSION HOLDINGS LIMITED

 (Incorporated in Bermuda with limited liability)

DISCLOSEABLE AND CONNECTED TRANSACTIONS

ACQUISITION OF PROPERTY OWNING COMPANY

The Company has agreed to purchase from Fastrak all of the issued share capital of Wide Profit (the principal asset of which is the Property owned by its wholly owned subsidiary Sai Chak) and to take an assignment of the Loan owing by Wide Profit and Sai Chak to Fastrak, for an aggregate consideration of HK$69,000,000. The consideration is to be satisfied by a cash payment of HK$42,780,000 and the issue of 262,200,000 New Shares at HK$0.10 each in the Company to Fastrak.

The Agreement is conditional upon, amongst other things, due diligence and independent shareholders' approval.

The New Shares represent 6.94% of the issued share capital of the Company and 6.49% of the issued share capital as enlarged by the issue of the New Shares.

Fastrak and Wide Profit are both beneficially owned in equal shares by Mr. Chan Ting Chuen and Mr. Tony Sze Sun Sun, both of whom are directors of the Company. Mr. Chan Ting Chuen also holds approximately 26% of the issued share capital of the Company (which will be diluted to approximately 24% following the issue of the New Shares).

A circular (including the letter of advice from an independent financial adviser) will be forwarded to shareholders of the Company shortly. This transaction is subject to independent shareholders' approval and a notice of special general meeting will be included with the circular. Messrs. Chan Ting Chuen and Tony Sze Sun Sun (including their respective associates as defined in the Listing Rules) will abstain from voting at the forthcoming special general meeting to approve the Agreement (including the proposed lease arrangements discussed below for the Premises and the issue of the New Shares).

Sale and Purchase Agreement dated 19 June, 2000

Parties

Vendor:
Fastrak International Limited

Purchaser:
Topper Limited (a wholly owned subsidiary of the Company)

Others:
Mr. Chan Ting Chuen and Mr. Tony Sze Sun Sun (as guarantors of Fastrak)

Principal terms of Agreement

Summary:
The Company, through its wholly-owned subsidiary Topper Limited, has agreed to purchase from Fastrak all of the issued share capital of Wide Profit (the principal asset of which is the Property owned by its wholly owned subsidiary Sai Chak) and to take an assignment of the Loan presently owing by Wide Profit and Sai Chak to Fastrak, for an aggregate consideration of HK$69,000,000.

Consideration:
The consideration of HK$69,000,000 is to be satisfied by a cash payment of HK$42,780,000 and the issue of 262,200,000 New Shares at HK$0.10 each to Fastrak, at completion. The consideration is subject to adjustment if the unaudited net assets of Wide Profit at completion (after revaluing the Property from HK$47 million to HK$69 million) are more or less than HK$13,095,027. If the net assets are more, the Purchaser will pay (in cash) the excess to the Vendor. If the net assets are less, the Vendor will pay (in cash) the shortfall to the Purchaser.

The Property has been valued by a firm of independent professional valuers as having a market value of HK$72 million as at 8th June, 2000. The consideration of HK$69 million was arrived at after arm's length negotiations.

The issue price for the New Shares at HK$0.10 represents a premium of approximately 13.64% to the closing price of HK$0.088 per Share quoted on the Stock Exchange on 19 June, 2000 and a premium of approximately 26.58% to the average closing price of approximately HK$0.079 per Share as quoted on the Stock Exchange for the 10 trading days of the Shares ended on 19 June, 2000.

Conditions:
The Agreement is conditional upon (1) due diligence of Wide Profit and the Property, (2) independent shareholders' approval, (3) listing of and permission to deal in the New Shares being granted by the Stock Exchange and (4) approval being given by the Bermuda Monetary Authority (if required) to the issue of the New Shares.

Completion Date:
1st August, 2000 or such other day as the parties may from time to time agree.

Other terms:
At completion, and as a condition of the Company acquiring Wide Profit, the parties to the Agreement will procure that a new 6-year lease will be entered into between Sai Chak and Tai Sun (a company beneficially owned by Mr. Chan Ting Chuen and Mr. Tony Sze Sun Sun) immediately before completion of the Agreement whereby Tai Sun will take a lease of the Premises for HK$350,000 per month which has been agreed as a reasonable commercial rental after arm's length negotiations and taking into account what is considered a fair rental return on the investment. The Company believes that this agreed rental is in accordance with prevailing market rentals in this particular location. Tai Sun has agreed that it will pay HK$20,897,878 (being the agreed net present value of the lease payments due under the lease for the 6-year term) to Sai Chak at completion. The net present value has been determined by discounting the rental payments at a compound rate of 6.5625% per annum. 

Sai Chak has the right to terminate the lease at anytime after 1 year from completion. If it shall terminate the lease, the parties have agreed that Sai Chak shall refund to Tai Sun the relevant pro rata part of the payment of HK$20,897,878 made by Tai Sun at completion (as referred to above).

The directors of the Company consider that the Agreement (including the proposed new lease of the Premises and the issue of New Shares) is on normal commercial terms and that such terms are fair and reasonable to the Company.

The net amount of HK$21,882,122 (being the consideration payable in cash less the payment in advance of the rental under the lease) to be paid by the Company at completion will be funded from the Group's internal working capital resources.

Wide Profit business

Wide Profit is the holding company for Sai Chak which in turn has as its principal asset the Property. Since May 1998, Tai Sun had been operating a "members-only" health club at the Premises. Tai Sun has never paid any rent to Sai Chak as they are related companies with the same ultimate beneficial owners. During 1998, Sai Chak received HK$136,345 as licence fees from various unrelated persons for the use of the car parking spaces. In 1999, these licence fees were HK$75,000 and during the first 6 months of 2000, they were HK$42,000. A formal lease of the Premises will be put in place as from completion as discussed under "Other terms" above.

The unaudited consolidated net losses (before and after taxation and extraordinary items) of Wide Profit for the period from 8 January, 1999 (the date of its incorporation) to 8 June, 2000 are as follows:

Loss before taxation and extraordinary items
(HK$74,427)

Loss after taxation and extraordinary items
(HK$74,427)

The unaudited consolidated net liabilities of Wide Profit as at 8 June, 2000 were approximately HK$9 million. The pro-forma unaudited consolidated net assets of Wide Profit as at 8 June, 2000, if the Property were revalued from approximately HK$47 million to HK$69 million, would be approximately HK$13 million.

Company's Shareholding

The New Shares represent 6.94% of the existing issued capital of the Company and 6.49% of the enlarged issued share capital after the issue of the New Shares.

The shareholding of the Company before and after the issue of the New Shares is as follows:


Before issue of New Shares
After issue of New Shares


No. of Shares
%
No. of Shares
%

Prosperous Merchant Limited 

  (a company wholly owned by

  Chan Ting Chuen)
985,570,000
26.07
985,570,000
24.38

Other directors
5,495,212
0.15
5,495,212
0.13

Fastrak International Limited
0

262,200,000
6.49

Public
2,789,171,361
73.78
2,789,171,361
69.00

Total
3,780,236,573
100.00
4,042,436,573
100.00

Company's business

The principal activity of the Company is investment holding. Its subsidiaries are principally engaged in (i) contracting activities (including installation and maintenance of fire prevention and fighting systems); (ii) the trading of pipes, fittings and other parts in relation to fire prevention and fighting systems; and (iii) sourcing of materials on behalf of its subcontractors.

Benefits of transaction

This transaction enables the Group to secure a stable and guaranteed income from the Premises. Further, since the lease of the Premises may be terminated after the expiration of 12 months at the sole discretion of Sai Chak and the Property is adjacent to the Group's current retail/operations department, it will also give the Group flexibility in using the Property in the near future as additional accommodation for its business.

General

As Fastrak and Wide Profit are controlled by two directors of the Company, the Agreement (including the proposed new lease for the Premises) constitutes a discloseable and connected transaction for the purposes of the Listing Rules.

Application will be made to the Stock Exchange for listing of and permission to deal in the New Shares.

A circular containing details of the transaction and the letter of advice from an independent financial adviser will be forwarded to shareholders of the Company as soon as practicable. This transaction is subject to independent shareholders' approval and a notice of special general meeting will be included with the circular. Messrs. Chan Ting Chuen and Tony Sze Sun Sun (including their respective associates as defined in the Listing Rules) will abstain from voting at the special general meeting to approve the Agreement (including the lease of the Premises and the issue of the New Shares). 

Definitions

"Agreement"
the agreement for sale and purchase of all the share capital of Wide Profit between Topper Limited as purchaser and Fastrak as vendor and Mr. Chan Ting Chuen and Mr. Tony Sze Sun Sun as guarantors of the vendor dated 19 June, 2000;

"Company"
Mansion Holdings Limited;

"Fastrak"
Fastrak International Limited, a company incorporated in the British Virgin Islands and beneficially owned in equal shares by Mr. Chan Ting Chuen and Mr. Tony Sze Sun Sun, both of whom are executive directors of the Company;

"Group"
the Company and its subsidiaries;

"Listing Rules"
the rules governing listing of securities on the Stock Exchange;

"Loan"
an interest free on demand loan of HK$55,904,973 owing by Wide Profit and Sai Chak to Fastrak as at 8 June, 2000;

"New Shares"
262,200,000 new Shares to be issued to Fastrak;

"Premises"
that part of the Property to be leased to Tai Sun, being Shop B on the Ground Floor of Citicorp Centre, No. 18 Whitfield Road, Hong Kong together with loading and unloading bays Nos. U1, U2, U3, on the 1st Floor of Citicorp Centre;

"Property"
the Premises and loading and unloading bays Nos. U9 and U10 on the 1st Floor and car parking spaces Nos. 22, 23, 33, 50 and 50A on the 2nd Floor of Citicorp Centre;

"Sai Chak"
Sai Chak Company Limited, a company incorporated in Hong Kong and being a wholly owned subsidiary of Wide Profit;

"Shares"
ordinary shares of HK$0.10 in the capital of the Company;

"Stock Exchange"
The Stock Exchange of Hong Kong Limited; 

"Tai Sun"
Tai Sun Limited, a company incorporated in Hong Kong and being beneficially owned by Mr. Chan Ting Chuen and Mr. Tony Sze Sun Sun; and

"Wide Profit"
Wide Profit Enterprises Limited, a company incorporated in the British Virgin Islands and being a wholly owned subsidiary of Fastrak.

By Order of the Board

Mansion Holdings Limited

Chan Ting Chuen

Chairman

19 June, 2000, Hong Kong

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