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WANG ON GROUP LIMITED

(Incorporated in Bermuda with limited liability)

Announcement relating to

(I) Shortfall of Rental Yield under a Guarantee dated 26th January, 1998

and

(II) Negotiation Regarding Establishment of Joint Venture Company

The Board announces by way of this announcement:-

(i)
the shortfall of rental yield from the amount guaranteed under the guarantee agreement dated 26th January 1998 given by Mr. Tang Ching Ho ("Mr. Tang"), the Chairman and substantial shareholder of the Company, in favour of the Company (the "Guarantee Agreement"); and 

(ii)
the current status of negotiation regarding establishment of a joint venture company for setting up the Internet website known as 中華文化信息網.

(I)
Shortfall of Rental Yield under the Guarantee

As referred to in the Company's announcement dated 26 January 1998, two wholly-owned subsidiaries of the Company acquired a number of shop units located in (i) Fullview Garden, No.18 Siu Sai Wan Road, Siu Sai Wan, Chai Wan, Hong Kong ("Fullview Shops"), (ii) Kwong Sang Hong Building, Block A, 298 Hennessy Road, Hong Kong ("KSH Shops") and (iii) Yuet Wu Villa, 2 Wu Sau Street, Tuen Mun, New Territories, Hong Kong ("Yuet Wu Shops"), from 2 companies controlled and wholly-owned by Mr. Tang, for a total consideration of approximately HK$41.8 million (the "Acquisition") of which HK$27.4 million was the consideration in respect of Fullview Shops and HK$14.4 million was the consideration in respect of the Yuet Wu Shops and the KSH Shops. Reference is also made to the Company's announcement dated 21st August 1999 with respect to the subject matter.

In May 1999, the Group disposed of three shop units out of the Fullview Shops for HK$5.1 million (incurring a loss of approximately HK$0.4 million as a result of the disposal) and in July 1999, the Group disposed of two shop units out of the Fullview Shops for HK$1.7 million and ten shops units out of the Yuet Wu Shops for HK$8.1 million (incurring losses of approximately HK$0.4 million and HK$1.9 million, respectively, as a result of such disposals).

At the time of the Acquisition, the Guarantee Agreement was provided in favour of the Company by Mr. Tang to the effect that the aggregate rental yield derived from the properties comprised in the Acquisition would be at a rate of not less than 12% for each of the two years ending 31 March 2000.

To perform his obligations under the Guarantee, Mr. Tang paid the Company on 10th April, 2000 a sum of HK$135,788 being the shortfall of the rental yield received by the Group for the financial year ended 31 March 2000 calculated in accordance with the Guarantee Agreement. In respect of each of the properties that was disposed of, the rental yield received by the Company was calculated up to the date of the relevant disposal.

The Company's auditors have confirmed that, on such basis, the arithmetical calculation of such shortfall was properly calculated and Mr. Tang has fulfilled his payment obligation under the Guarantee Agreement.

The Board considers that the shortfall of the rental yield was mainly due to the sluggish rental market in Hong Kong during the last financial year of the Company.

(II) 
Negotiation Regarding Establishment of Joint Venture Company

Reference is made to the Company's announcements dated 30th December, 1999, 14th February, 2000 and 17th March, 2000 respectively (the "Previous Announcements"). As referred to in the Previous Announcements, the Company's subsidiary, Kinetic Technology Limited, had signed a non-binding letter of intent with a Mainland Chinese entity called 中華文化信息網 ("Chinese Cultural Information Website") (the "PRC Entity) for the establishment of a joint venture company in Hong Kong for setting up an international edition of the Internet website known as 中華文化信息網 providing information on Chinese cultural matters (the "Project").

It was mentioned in the Previous Announcements that the Directors would further study the commercial viability of the Project. After prolonged discussions and negotiations with the PRC Entity regarding the detailed terms of the Project and having assessed and reviewed the commercial viability of the Project, the Board now considers that the Project is unlikely to generate a reasonable commercial return to the Group. Unless there is any drastic change in the proposed terms which can turn the Project into something the Directors will believe to be commercially viable to the Group, the Group will not proceed with the Project and will seek further discussions with the PRC Entity so as to draw the negotiations to a close in an amicable manner. As the Project has not progressed beyond the negotiation stage and no joint venture company has been established, the Group has not made any capital investment in the Project and the only expenses incurred by the Group have been legal costs and costs involved in some preliminary updating of the Website with a view to assessing the commercial viability of the Project. Such costs included the reimbursement of expenses incurred by the PRC Entity in such preliminary updating in the aggregate amount of approximately HK$3.1 million, which were mainly staff and administration-related expenses and expenses relating to office rental, computer equipment and office decoration.

Terms used in this announcement:-

"Company"
Wang On Group Limited

"Group"
the Company and its subsidiaries

"Board"
the board of directors of the Company

"Website"
the Internet website known as 中華文化信息網


By Order of the Board


Wang On Group Limited


Chan Chun Hong, Thomas


Director and Secretary
Hong Kong, 9th August 2000
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