HOP HING HOLDINGS LIMITED


The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

[image: image1.jpg]



HOP HING HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

CONNECTED TRANSACTIONS

Panyu Hop Hing, an indirect wholly-owned subsidiary of the Company, has entered into the Property A Agreement with Richarvest, the purchaser, in relation to the disposal of a property located at Luhuo District, Shenzhen, the PRC, at a cash consideration of RMB2,149,600 (approximately HK$2.01 million).

HHOF (Shaoxing), an indirect wholly-owned subsidiary of the Company, has entered into the Property B Agreement with Hung's Pacific, the purchaser, in relation to the disposal of its 100 per cent. interest in Amcorn and the Property B Sale Loan at an aggregate cash consideration of RMB2,946,800 (approximately HK$2.75 million). The principal business of Amcorn is the holding of a property located at Futian District, Shenzhen, the PRC.

HHI, a wholly-owned subsidiary of the Company, has entered into the Bakery Agreement with Hung's Pacific, the purchaser, in relation to the disposal of its 100 per cent. interest in Hop Hing Bakery and the Existing Loans at an aggregate cash consideration of RMB7,403,600 (approximately HK$6.92 million). The principal business of Hop Hing Bakery is the operation of a bakery business through its subsidiaries.

As Richarvest and Hung's Pacific are indirectly owned as to 51 per cent. by the Hung's Trusts and as to 49 per cent. by the HH Trust and as the Hung's Trusts are the beneficial controlling shareholders of the Company, controlling approximately 66.6 per cent. of the issued share capital of the Company, the Disposals constitute connected transactions of the Company. Accordingly, the Agreements and the transactions contemplated under the Agreements, are conditional, among other things, upon the approval of the Independent Shareholders at the SGM. Hung's (1985) Limited, Hop Hing Oil (1985) Limited, Mr. Hung Hak Hip, Ms. Hung Chiu Yee and their associates will abstain from voting in respect of their shareholding interests in the Company at the SGM to approve the Agreements.

THE PROPERTY A AGREEMENT DATED 24th MAY, 2000

Parties

Vendor
Panyu Hop Hing, an indirect wholly-owned subsidiary of the Company

Purchaser
Richarvest, a company wholly owned by Hung's Pacific

Assets to be sold

Property A is located at Units 1311 and 1312, Pacific Commerce & Trade Building, 4028 Jiabin Road, Luhuo District, Shenzhen, the PRC, with gross floor area of 300.69 sq. m. Property A is currently occupied by the Company as office.

Consideration and payment terms

The consideration of RMB2,149,600 (approximately HK$2.01 million) was arrived at after arm's length negotiations with reference to the valuation report dated 30th April, 2000 prepared by DTZ Debenham Tie Leung, an independent valuer. Based on the valuation report, the open market value of Property A as at 30th April, 2000 was HK$1.97 million. Accordingly, the consideration represents a premium of approximately 2 per cent. over the valuation of Property A.

The consideration of RMB2,149,600 (approximately HK$2.01 million) for Property A will be settled in cash in the following manner:

(i)
the payment of a deposit of RMB107,480 (HK$100,449) upon the execution of the Property A Agreement; and 

(ii)
the payment for the remaining balance of RMB2,042,120 (HK$1,908,523) upon completion of the Property A Agreement.

The executive Directors are of the view that the consideration under the Property A Disposal is fair and reasonable.

Completion

Completion is conditional upon the passing of an ordinary resolution to approve the Property A Disposal by the Independent Shareholders at the SGM. Panyu Hop Hing and Richarvest shall execute a standard sale and purchase agreement in accordance with the requirements of the Real Estate Administration Bureau of Shenzhen, the PRC, within three business days after fulfillment of the condition. Completion shall take place within five days after the execution of the standard sale and purchase agreement.

In the event that such condition is not fulfilled within three months from the date of the Property A Agreement (or such longer period as may be agreed between the parties), the Property A Agreement shall lapse and become null and void.

If Richarvest fails to execute the standard sale and purchase agreement, Panyu Hop Hing shall be entitled to forfeit the deposit of RMB107,480 (HK$100,449) together with interest. If the Property A Agreement is terminated (for any reason other than default of Richarvest) or lapses and becomes null and void, the deposit of RMB107,480 (HK$100,449) shall be refunded and paid by Panyu Hop Hing to Richarvest, without interest if the refund is made within seven days.

THE PROPERTY B AGREEMENT DATED 24th MAY, 2000

Parties

Vendor
HHOF(Shaoxing), an indirect wholly-owned subsidiary of the Company

Purchaser 
Hung's Pacific, a company indirectly owned as to 51 per cent. by the Hung's Trusts and as to 49 per cent. by the HH Trust

Assets to be sold

2 shares of HK$1.00 each in the issued share capital of Amcorn, representing the entire issued share capital of Amcorn; and

the Property B Sale Loan.

Consideration and payment terms

The consideration of RMB2,946,800 (approximately HK$2.75 million) was arrived at after arm's length negotiations and comprises (i) RMB2 (approximately HK$1.86) for the Property B Sale Shares and (ii) RMB2,946,798 (approximately HK$2.75 million) for the Property B Sale Loan.

The consideration of RMB2,946,800 (approximately HK$2.75 million) represents a premium of approximately 2 per cent. over HK$2.7 million, being the aggregate of (i) the unaudited net deficits of Amcorn as at 31st March, 2000 of HK$1,034,179 after adjusting for the valuation of Property B by DTZ Debenham Tie Leung, an independent valuer, as at 30th April, 2000 of HK$2.7 million and (ii) the Property B Sale Loan of HK$3,734,180.

The consideration of RMB2,946,800 (approximately HK$2.75 million) for the Property B Sale Shares and the Property B Sale Loan will be settled in cash in the following manner:

(i)
the payment of a deposit of RMB147,340 (HK$137,701) upon the execution of the Property B Agreement; and 

(ii)
the payment for the remaining balance of RMB2,799,460 (HK$2,616,318) upon completion of the Property B Agreement.

The executive Directors are of the view that the consideration under the Property B Disposal is fair and reasonable.

Completion

Completion is conditional upon fulfillment of the condition precedent that the Independent Shareholders in the SGM having approved the Property B Disposal and shall take place within three business days after fulfillment or waiver of the condition precedent (insofar as such waiver may be allowed under the Listing Rules) or such other date as the parties thereto may mutually agree.

In the event that such condition is not fulfilled on or before the expiration of three months from the date of the Property B Agreement (or such longer period as may be agreed between the parties), the Property B Agreement shall lapse and become null and void.

If Hung's Pacific fails to fully pay any part of the consideration on its due date or to complete the Property B Agreement, HHOF (Shaoxing) shall be entitled to forfeit the deposit of RMB147,340 (HK$137,701), without prejudice to any further right to which HHOF (Shaoxing) may also be entitled. If the Property B Agreement is terminated by reason of default of HHOF (Shaoxing) or lapses and becomes null and void, the deposit of RMB147,340 (HK$137,701) shall be refunded and paid by HHOF (Shaoxing) to Hung's Pacific, without interest if the refund is made within seven days.

Information on Amcorn

The principal business of Amcorn is the holding of Property B which is located at Unit 9B, Jinfeng Mansion, Shangbu Road South, Futian District, Shenzhen, the PRC with gross floor area of 450.21 sq.m. Property B is currently leased on a monthly tenancy to a company associated with the controlling shareholders with monthly rental income of HK$30,960.

For the year ended 31st December, 1998, the audited profits before and after taxation of Amcorn were approximately HK$208,000 and approximately HK$135,000 respectively. For the year ended 31st December, 1999, the unaudited profits before and after taxation of Amcorn were approximately HK$237,000 and approximately HK$204,000 respectively. Based on the management accounts of Amcorn for the three months ended 31st March, 2000, the net assets of Amcorn as at 31st March, 2000 were approximately HK$99,000.

THE BAKERY AGREEMENT DATED 24th MAY, 2000

Parties

Vendor
HHI, a wholly-owned subsidiary of the Company

Purchaser
Hung's Pacific, a company indirectly owned as to 51 per cent. by the Hung's Trusts and as to 49 per cent. by the HH Trust

Assets to be sold

1 share of US$1.00 in the issued share capital of Hop Hing Bakery, representing the entire issued share capital of Hop Hing Bakery;

the Existing Loans and the Further Loans (if any).

Consideration and payment terms

The consideration of RMB7,403,600 (approximately HK$6.92 million) was arrived at after arm's length negotiations and is equivalent to the aggregate of (i) RMB10 (HK$9.35) for the Bakery Sale Share and (ii) RMB7,403,590 (approximately HK$6.92 million) for the Existing Loans. The consideration for the purchase of the Further Loans (if any) shall be such cash sum in Hong Kong Dollars as equivalent in amount to the total amount of the Further Loans outstanding at completion of the Bakery Agreement.

The consideration of RMB7,403,600 (approximately HK$6.92 million) represents a discount of approximately 3 per cent. to HK$7.16 million, being the aggregate of (i) the unaudited consolidated net deficit value of Hop Hing Bakery of approximately HK$18.69 million as at 31st March, 2000 and (ii) the Existing Loans of approximately HK$25.85 million as at 24th May, 2000.

The consideration of RMB7,403,600 (approximately HK$6.92 million) for the Bakery Disposal will be settled in cash in the following manner:

(i)
the payment of a deposit of RMB370,180 (HK$345,963) upon the execution of the Bakery Agreement; and 

(ii)
the payment for the remaining balance of RMB7,033,420 (HK$6,573,290) upon completion of the Bakery Agreement.

The consideration for the purchase of the Further Loans (if any) shall be fully paid by Hung's Pacific to HHI upon completion of the Bakery Agreement. The executive Directors are of the view that the consideration under the Bakery Disposal is fair and reasonable.

Completion

Completion is conditional upon fulfillment of the condition precedent that the Independent Shareholders in the SGM having approved the Bakery Disposal and shall take place within three business days after fulfillment or waiver of the condition precedent (insofar as such waiver may be allowed under the Listing Rules) or such other date as the parties thereto may mutually agree.

In the event that such condition is not fulfilled on or before the expiration of three months from the date of the Bakery Agreement (or such longer period as may be agreed between the parties), the Bakery Agreement shall lapse and become null and void.

If Hung's Pacific fails to fully pay any part of the consideration on its due date or to complete the Bakery Agreement, HHI shall be entitled to forfeit the deposit of RMB370,180 (HK$345,963), without prejudice to any further right to which HHI may also be entitled. If the Bakery Agreement is terminated by reason of default of HHI or lapses and becomes null and void, the deposit of RMB370,180 (HK$345,963) shall be refunded and paid by HHI to Hung's Pacific, without interest if the refund is made within seven days.

Information on Hop Hing Bakery

The principal activities of Hop Hing Bakery and its subsidiaries are the sales of cakes, bread, drinks and snacks under the retail outlets in the name of "Maria's". Hop Hing Bakery has 10 leased retail outlets under lease and located in various districts of Hong Kong.

For the year ended 31st December, 1998, the unaudited consolidated losses both before and after taxation of Hop Hing Bakery were approximately HK$7.66 million. For the year ended 31st December, 1999, the unaudited consolidated losses both before and after taxation of Hop Hing Bakery were approximately HK$9.63 million. Based on the consolidated management accounts of Hop Hing Bakery for the three months ended 31st March, 2000, the consolidated net deficits of Hop Hing Bakery as at 31st March, 2000 were approximately HK$18.69 million.

REASONS FOR THE DISPOSALS

Under a reorganisation of the Group's activities in the PRC, a substantial part of the operation of the Shenzhen office has been relocated to Panyu, the PRC. As a result, Property A is currently largely unoccupied. Property B is currently leased to a company associated with the controlling shareholders of the Company under a monthly tenancy. Therefore, both the Property A Disposal and the Property B Disposal will enable the Group to further reduce its operating costs and to increase its liquidity.

In order to cope with the Group's strategy to concentrate on its core business and given that the Directors do not anticipate that the bakery division will generate a profit in the short run, the Bakery Disposal represents a good opportunity for the Company to dispose of this loss making business which has been a drain on the Group's cash resources.

USE OF PROCEEDS

The net proceeds from the Disposals are expected to amount to approximately RMB12.5 million (approximately HK$11.68 million) and will be used as working capital of the Group.

GENERAL

The Group is principally engaged in the extraction, refining, blending and distribution of edible oils and property investment.

As Richarvest and Hung's Pacific are indirectly owned as to 51 per cent. by the Hung's Trusts and as to 49 per cent. by the HH Trust and as the Hung's Trusts are the beneficial controlling shareholders of the Company, controlling approximately 66.6 per cent. of the issued share capital of the Company, the Disposals constitute connected transactions of the Company, Accordingly, the Agreements and the transactions contemplated under the Agreements, are conditional, among other things, upon the approval of the Independent Shareholders at the SGM. Hung's (1985) Limited, Hop Hing Oil (1985) Limited, Mr. Hung Hak Hip, Ms. Hung Chiu Yee and their associates will abstain from voting in respect of their shareholding interests in the Company at the SGM to approve the Agreements.

An independent board committee, comprising Mr. Wong Yu Hong, Philip and Mr. Cheung Wing Yui, Edward, has been appointed by the Board for the purpose of considering the Agreements. An independent financial adviser will be appointed as independent financial adviser to advise the independent board committee in this regard.

A circular, containing the details of the Agreements, the recommendation from the independent board committee, the advice of the independent financial adviser and a notice to convene the SGM, will be despatched to the Shareholders as soon as practicable.

Terms used in this announcement:

"Agreements"
the Property A Agreement, the Property B Agreement and the Bakery Agreement

"Amcorn"
AmCorn Products Limited, a company incorporated in Hong Kong with limited liability and indirectly wholly owned by the Company

"Bakery Agreement"
the conditional sales and purchase agreement dated 24th May, 2000 entered into between HHI and Hung's Pacific in relation to the Bakery Disposal

"Bakery Disposal"
the disposal of the Bakery Sale Share, the Existing Loans and the Further Loans (if any) by HHI to Hung's Pacific

"Bakery Sale Share"
1 share of US$1.00 in the issued share capital of Hop Hing Bakery, representing the entire issued share capital of Hop Hing Bakery

"Company"
Hop Hing Holdings Limited, a company incorporated in Bermuda, the securities of which are currently listed and dealt in on the Stock Exchange

"Director(s)"
the director(s) of the Company

"Disposals"
the Property A Disposal, the Property B Disposal and the Bakery Disposal

"Existing Loans"
the shareholder loans, which amounted to HK$25,852,097 as at 24th May, 2000, made by HHI to Hop Hing Bakery

"Further Loans"
any loans, which may be further made by HHI to Hop Hing Bakery and which may remain outstanding at the completion of the Bakery Agreement

"Group"
the Company and its subsidiaries

"HHI"
Hop Hing International Limited, a company incorporated in British Virgin Islands with limited liability and wholly owned by the Company

"HHOF (Shaoxing)"
Hong Kong Hop Hing Oil Factory (Shaoxing) Limited, a company incorporated in the British Virgin Islands with limited liability and indirectly wholly owned by the Company

"HH Trust"
the HH Hung Discretionary Trust, the discretionary objects of which include the descendents of Mr. Hung Cheung Pui, the father of Mr. Hung Hak Hip, the Chairman of the Company

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

"Hop Hing Bakery"
Hop Hing Bakery (Holdings) Limited, a company incorporated in the British Virgin Islands with limited liability and indirectly wholly owned by the Company

"Hung's Pacific"
Hung's Pacific Investment Inc., a company incorporated in the British Virgin Islands and indirectly owned as to 51 per cent. by the Hung's Trusts and as to 49 per cent. by the HH Trust

"Hung's Trusts"
the C.P. Hung Family Discretionary Trust and the Peter Hung Family Discretionary Trust, the discretionary objects of which include the descendents of Mr. Hung Cheung Pui, the father of Mr. Hung Hak Hip, the Chairman of the Company

"Independent Shareholders"
Shareholders other than Hung's (1985) Limited, Hop Hing Oil (1985) Limited, Mr. Hung Hak Hip, Ms. Hung Chiu Yee and their associates

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

"Panyu Hop Hing"
Panyu Hop Hing Oil & Fats Co. Ltd., a company incorporated in the PRC and indirectly wholly owned by the Company

"PRC"
the People's Republic of China

"Property A"
Units 1311 and 1312, the Pacific Commerce & Trade Building, 4028 Jiabin Road, Luhuo District, Shenzhen, the PRC

"Property A Agreement"
the conditional sales and purchase agreement dated 24th May, 2000 entered into between Panyu Hop Hing and Richarvest in relation to the Property A Disposal

"Property A Disposal"
the disposal of the Property A by Panyu Hop Hing to Richarvest

"Property B"
Unit 9B, Jinfeng Mansion, Shangbu Road South, Futian District, Shenzhen, the PRC

"Property B Agreement"
the conditional sales and purchase agreement dated 24th May, 2000 entered into between HHOF (Shaoxing) and Hung's Pacific in relation to the Property B Disposal

"Property B Disposal"
the disposal of the Property B Sale Shares and the Property B Sale Loan by HHOF (Shaoxing) to Hung's Pacific

"Property B Sale Loan"
the loans, which amounted to HK$3,734,180 as at 24th May, 2000, advanced by HHOF (Shaoxing) to Amcorn

"Property B Sale Shares"
2 shares of HK$1.00 each in the issued share capital of Amcorn, representing the entire issued share capital of Amcorn

"Richarvest"
Richarvest Limited, a company incorporated in Hong Kong and owned by Hung's Pacific

"SGM"
a special general meeting to be convened by the Company for the purpose of approving the Disposals

"Shareholders"
shareholders of the Company

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"HK$"
Hong Kong dollars

"RMB"
Renminbi, the lawful currency of the PRC

"sq.m."
square metre(s)

Note:  For the purpose of this announcement, all amounts in Renminbi were translated into Hong Kong dollars at an exchange rate of HK$1.00: RMB1.07. 


By Order of the Board


Hung Hak Hip


Chairman

Hong Kong, 24th May, 2000 
Please also refer to the published version of this announcement in the (Hongkong Standard)
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