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MANSION HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

DISCLOSEABLE TRANSACTION

Proposed formation of a PRC joint venture to engage in the manufacturing,

sale and other related services for industrial fire prevention systems and equipment

Mansion refers to its announcements dated 16th November, 2001 and 17th December, 2001 relating to the proposal to set up the Joint Venture to engage in the manufacturing, sale and other related services for industrial fire prevention systems and equipment in the PRC.

Mansion wishes to announce that all the conditions of the MOU have been fulfilled, and in accordance with the terms of the MOU (as amended by the Supplemental Agreement), MWFIL, a wholly owned subsidiary of Mansion, the PRC Party, the Third Party and Mr. Fang entered into the JV Agreement on 11th January, 2002. Pursuant to the JV Agreement, Mansion and the Third Party have on 11th January, 2002 entered into the Warranty Agreement under which the Third Party has given the benefit of certain warranties to Mansion.

Under the JV Agreement and the Warranty Agreement, for a total investment cost of up to RMB36.24 million (HK$34.14 million), Mansion will acquire 51% interest in the Joint Venture and the benefit of warranties as to, among others, the indication of the Initial Net Profits. As described in greater detail below, of that investment cost, up to RMB19.68 million (HK$18.54 million) will be paid by Mansion in cash and the balance by the issue of up to 156 million new Shares at HK$0.10 each.

This transaction constitutes a discloseable transaction of Mansion under the Listing Rules. A circular containing details of the transaction will be forwarded to shareholders of Mansion for their information shortly.

At the request of Mansion Holdings Limited, trading in its shares was suspended with effect from 10:00 am, 11th January, 2002 pending the issuance of this Announcement.

Application has been made to the Stock Exchange for the resumption of trading in the shares of Mansion with effect from 10:00 am, 14th January, 2002.

Transactions under the JV Agreement and the Warranty Agreement dated 11th January, 2002

Parties:
PRC Party:
浙江萬安達消防設備有限公司 (Zhe Jiang Wananda Fire Fighting Equipment Co., Ltd.), a company incorporated in Zhe Jiang, PRC and 上海澳泰防火卷帘門有限公司 (Shanghai Aotai Fire Resisting Shuttering Co., Ltd.), a company incorporated in Shanghai PRC, and each of which is an Independent Third Party, and is beneficially owned by Mr. Fang.


Mansion:
MWFIL, a wholly owned subsidiary of Mansion.


Others: 
Third Party and Mr. Fang, each an Independent Third Party and both of which will not have any rights to share any profits of the Joint Venture.

Effective Date:
The JV Agreement and the Warranty Agreement have become effective immediately.

Transactions:


Joint Venture
Mansion through MWFIL will acquire a 51% interest in the Joint Venture which is proposed to engage in the manufacturing, sale and other related services for industrial fire prevention systems and equipment in the PRC. The structure of the Joint Venture is as follows:


scope of business:
the Joint Venture will operate in the development, manufacture, sales and other services related to fire prevention systems and equipment.


term of the joint 
the Joint Venture will operate for an initial term 


venture:
of 20 years.


profit/asset sharing 
profits of the Joint Venture will be shared in the 

  ratio:
proportion of 51% and 49% by MWFIL and the PRC Party respectively.



on termination of the Joint Venture, the net assets of the Joint Venture as determined by a valuer acceptable to MWFIL and the PRC Party will be distributed in proportion to their respective asset sharing ratio.


board composition:
the board of directors of the Joint Venture will comprise of eight members, and each of MWFIL and the PRC Party may nominate 4 members and one of such members MWFIL may nominate shall be the chairman who shall have a casting vote.


Other contribution 
Mansion has agreed to provide the Joint Venture 


  by Mansion:
with management experience, sales network and a license (at no cost) to the use of the word "Mansion" in the name of the Joint Venture.


Further capital 
there are no further capital commitments in the 


  commitments:
Joint Venture from Mansion or the PRC Party.


Capital:
The registered capital of the Joint Venture will be RMB18 million (HK$16.96 million). If the Joint Venture require further capital, it will be provided by the PRC Party and Mansion in proportion to the profit sharing ratio. The MOU does not provide for any obligation to inject further capital to the Joint Venture.

Benefit of Warranties:
Under the Warranty Agreement, the Third Party has given Mansion the benefit of warranties as to:

(a)
the indication of the Initial Net Profits;

(b)
Mr. Fang complying with the terms of his service contract with the Joint Venture; and

(c)
the PRC Assets which were agreed to be injected by the PRC Party under the MOU and the Supplemental Agreement were correctly, fairly and completely recorded in those agreements and reflects the market value of those assets as at the respective dates of the MOU and the Supplemental Agreement.

Service Contract:
Pursuant to the JV Agreement, Mr. Fang has entered into a service contract under which he has agreed to remain as the general manager of the Joint Venture for 36 months from its date of incorporation.

Cash Consideration:

Payment to Joint 
On formation of the Joint Venture, Mansion through MWFIL will inject 

 Venture 
cash equivalent to RMB9.18 million (HK$8.65 million), to the Joint Venture by way of capital contribution. The PRC Party will inject the PRC Assets as its capital contribution to the Joint Venture.


The capital contribution to be made by Mansion is required to be made within 30 days of the issue of the business licence of the Joint Venture.


The PRC Party will contribute the PRC Assets which are valued at approximately RMB28 million (HK$26.38 million) to the Joint Venture as follows:

(i)
the JV Land will be transferred within 60 days from the date of issue of the business licence of the Joint Venture;

(ii)
All other Valued Assets which are valued at approximately RMB9.5 million (HK$8.95 million) will be transferred within 90 days from the date of issue of the business licence of the Joint Venture; and

(iii)
the Intangible Assets which are valued at approximately RMB14 million (HK$13.19 million) be transferred as soon as possible but not later than 12 months from the date of issue of the business licence of the Joint Venture.

Payment to Third 
Mansion has agreed to pay to the Third Party RMB10.5 million 

 Party 
(HK$9.89 million) provided that:

(i)
none of the Valued Assets are damaged; and

(ii)
such assets are injected to the Joint Venture in accordance with the terms of the JV Agreement.


If the Valued Assets are not injected in accordance with the terms of the JV Agreement, or are found to be damaged, and such departure from the requirements of the JV Agreement or damages are not remedied within 30 days from the date of written demand for remedy by Mansion, Mansion under the Warranty Agreement, may demand by 7 days' notice in writing ("Reduction Notice") that the RMB10.5 million (HK$9.89 million) in cash payable by Mansion will be reduced by an amount which equals the value of any Valued Assets not so injected or are damaged.


If the parties cannot agree on the amount of such reduction, for those Valued Assets which have already been valued by Victor Morris & Yau Company Ltd., an independent valuer specialing in the valuation of plant and machinery, such valuation will be final and for other Valued Assets, Victor Morris & Yau Company Ltd. or such other valuer appointed by the Joint Venture shall be appointed within 2 days of the expiration of the Reduction Notice to make a final determination on the value.


Mansion is required to pay RMB5 million (HK$4.71 million) of such amount to Mansion's lawyers as stakeholder on or before 21st January, 2002. The actual amount finally agreed or determined is payable by Mansion to the Third Party within 30 days after completion of the transfer of the Valued Assets by the PRC Party to the Joint Venture and the issue of the capital verification report for the Joint Venture.

Shares Consideration:
Also as consideration of the same warranties given to Mansion by the Third Party, on the basis of the indication by the Third Party that the Initial Net Profits will be not less than RMB12.5 million (HK$11.78 million), Mansion has agreed to issue to the Third Party the New Shares to be calculated by reference to the actual Initial Net Profits on an increasing scale. The total number of the New Shares which fall to be issued if the actual Initial Net Profits range from RMB7.3 million to RMB15.0 million is from 1 New Share to 156 million New Shares. Mansion has also agreed to issue such number of New Shares which will be rounded up to the nearest board lot should it be required to issue such number of New Shares which consist of odd lots.


These New Shares are to be issued after completion of the transfer of the Intangible Assets by the PRC Party to the Joint Venture and within 14 days from the date of issue of a certificate by the auditors of the Joint Venture confirming the number of New Shares which should be issued pursuant to the arrangement described above and the compliance by Mansion with relevant requirements of the Listing Rules and applicable laws.


Mansion will make further announcements to inform shareholders if and when there is a shortfall of the Initial Net Profits.

Total Consideration payable by Mansion under the JV Agreement and the Warranty Agreement

The consideration of RMB36.24 million (HK$34.14 million) was determined after arms' length negotiations between the parties with reference to the value of the PRC Assets to be injected by the PRC Party which are valued at approximately RMB28.00 million (HK$26.38 million), the performance of the fire prevention systems and equipment business currently carried on by the PRC Party and the expected future earnings of the business proposed to be carried on by the Joint Venture.

The issue price for the New Shares of HK$0.10 was determined with reference to the nominal value of the Shares and represents a premium of approximately 88.68% to the closing price of HK$0.0530 per Share quoted on the Stock Exchange on 10th January, 2002 and a premium of approximately 86.57% to the average closing price of approximately HK$0.0536 per Share as quoted on the Stock Exchange for the last 10 trading days of the Shares ended on 10th January, 2002. It also represents a premium of approximately 150% to the unaudited consolidated net asset value of the Group of HK$168 million or HK$0.040 per Share as at 30th June, 2001. The maximum of 156 million New Shares which fall to be issued represent 3.73% of the existing issued share capital of Mansion and 3.60% of the existing issued share capital as enlarged by the issue of those New Shares. The New Shares will be issued pursuant to the existing general mandate granted to the Directors at the annual general meeting of the Company held on 18th May, 2001.

PRC Party's business

The PRC Party presently carries on the business of providing fire prevention systems and engineering services in Shanghai, manufacturing fire prevention roller doors and the business of manufacture and sale of industrial fire prevention systems and equipment in the PRC. The PRC Party will continue its industrial fire prevention equipment related business of the PRC through the Joint Venture.

Company's business

Mansion is principally engaged in the supply, installation, maintenance, repair and service of mechanical and electrical systems and equipment (including fire prevention, plumbing and drainage, electrical, heating, ventilation and air-conditioning systems) in Hong Kong and the PRC.

Benefits of transaction

Mansion is a market leader in Hong Kong in the provision of fire prevention systems, equipment and services to a large number of organisations. It is expected that with the formation of the Joint Venture, Mansion will expand its core business in the PRC by leveraging on the existing business of the PRC Party in the manufacture and sale of industrial fire prevention systems and equipment.

Given the depth of experience of Mansion in carrying on business related to fire prevention systems and equipment, the Directors expect that the Joint Venture will generate significant synergies for the Group and will contribute towards the performance of the Group.

Resumption of Trading

At the request of Mansion Holdings Limited, trading in its shares were suspended with effect from 10:00 am, 11th January, 2002 pending the issuance of this Announcement.

Application has been made to the Stock Exchange for the resumption of trading in the shares of Mansion Holdings Limited with effect from 10:00 am, 14th January, 2002.

General

This announcement appears for information purposes only and does not constitute an invitation or offer to acquire, purchase or subscribe for securities of Mansion. Application will be made to the Stock Exchange for listing of and permission to deal in the New Shares in due course.

This transaction constitutes a discloseable transaction of Mansion under the Listing Rules. A circular containing details of the transaction will be forwarded to shareholders of Mansion for their information shortly.

In the meantime, Mansion will update shareholders as and when necessary on any further developments in relation to this transaction.

Definitions

"Directors"
the directors of Mansion including the independent non-executive directors

"Group"
Mansion and its subsidiaries

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

"Independent Third
an independent third party not connected with the Directors, chief 
 Party"
executive or substantial shareholders of Mansion or any of its subsidiaries or their respective associates as defined under the Listing Rules

"Initial Net Profits"
unaudited profits after taxation of the Joint Venture for the Warranty Period

"Intangible Assets"
the grant of licenses to the Joint Venture to use certain intellectual property owned by the PRC Party

"Joint Venture"
a sino foreign co-operative joint venture between Mansion and the PRC Party to be incorporated in the PRC and shall be named 上海萬安達民信消防系統有限公司 (Shanghai Mansion Wananda Fire System Co., Ltd.)

"JV Agreement"
the agreement dated 11th January, 2002 between Mansion, the PRC Party, the Third Party and Mr. Fang relating to the setting up of the Joint Venture

"JV Land"
land use rights in respect of a property located at 1 to 10 Floors, No. 2918 Wu Qin Road, Zhao Xiang Zhen, Qin Pu District, Shanghai, PRC held by the PRC Party to be transferred to the Joint Venture pursuant to the MOU

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

"Mansion"
Mansion Holdings Limited

"MOU"
the binding conditional memorandum of understanding dated 16th November, 2001 between, among others, the PRC Party, Mansion and the Third Party relating to the formation of the Joint Venture

"Mr. Fang"
Fang Gui Fang, holder of PRC identity card no. 330219581231525, a representative of the PRC Party who will be nominated as the general manager of the Joint Venture, an Independent Third Party

"MWFIL"
Mansion Wananda Fire International Limited (previously known as Wise Hydrotech (SHW) Engineering Company Limited), a wholly-owned subsidiary of Mansion

"New Shares"
between 1 to 156 million new Shares which may fall to be issued in partial satisfaction of the consideration payable by Mansion for the transactions under the MOU

"PRC"
The People's Republic of China

"PRC Assets"
the Valued Assets and the Intangible Assets

"PRC Party"
浙江萬安達消防設備有限公司, (Zhe Jiang Wananda Fire Fighting Equipment Co., Ltd.), a company incorporated in Zhe Jiang, PRC and 上海澳泰防火卷帘門有限公司 (Shanghai Aotai Fire Resisting Shuttering Co., Ltd.), a company incorporated in Shanghai PRC, and each of which is an Independent Third Party, and is beneficially owned by Mr. Fang

"RMB"
Renminbi, the lawful currency of the PRC

"Shares"
Shares of HK$0.10 each in the capital of Mansion

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Supplemental Agreement"
Mansion, the PRC Party, the Third Party and Mr. Fang (who are the same parties to the MOU) have entered into a supplemental agreement to the MOU on 14th December, 2001

"Third Party"
Well Lead Limited, a company incorporated in Hong Kong and an Independent Third Party the beneficial owner of which is Mr. Fang

"Valued Assets"
the JV Land and other machinery, raw materials, stock and office renovations owned by the PRC Party in connection with its business in the manufacture and sale of industrial fire prevention equipment

"Warranty Agreement"
the agreement dated 11th January, 2002 between Mansion and the Third Party

"Warranty Period"
The period of 12 calendar months commencing from 2 months after the date of issue of the business licence of the Joint Venture

In this announcement, an exchange of rate of HK$1 to RMB1.0613 has been used.

By Order of the Board

Mansion Holdings Limited

Kyota Yamada

Chairman

11th January, 2002, Hong Kong
Please also refer to the published version of this announcement in the Hong Kong iMail.
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