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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. 

ALPHA GENERAL (HOLDINGS) LIMITED

(Incorporated in Bermuda with limited liabilities)

CONNECTED TRANSACTION

Alpha Appliances, a wholly-owned subsidiary of the Company, entered into a conditional sale and purchase agreement dated 16 July, 2001 with Napson whereby Alpha Appliances has conditionally agreed to acquire from Napson the entire issued share capital of Grant Return for a cash consideration of HK$31,096,000 payable as to HK$1,096,000 by one lump sum on Completion and as to the balance of HK$30,000,000 by 60 consecutive equal monthly installments of HK$500,000 each interest-free. 

The basis of consideration for the Acquisition has been arrived at after arm’s length negotiations between the parties involved with reference to the unaudited adjusted net asset value of Grant Return as at 30 June, 2001 as adjusted by the valuation surplus of the Property as at 10 July, 2001 and the Release. Alpha Appliances will finance the Acquisition from its internal resources. 

The principal business of Grant Return is property investment whilst its current major asset is its entire rights and interests in the Property situated in Sheung Shui, New Territories, Hong Kong and the Tenancy Agreements under which the Property is currently leased by Alpha Appliances for use as godown at an aggregate monthly rental of HK$245,000. 

Napson is a company wholly-owned by Charmwood which is in turn controlled by the trustee of a discretionary trust, in which Mr. Chu Ka Lok, Peter, the chairman and executive director of the Company, is one of the beneficiaries. Thus Napson is regarded as a connected person of the Company under Chapter 14 of the Listing Rules. The Acquisition constitutes a connected transaction for the Company and is subject to independent shareholders’ approval. 

An independent board committee will be formed to advise the independent shareholders in respect of the terms of the Acquisition. Vickers Ballas Capital Limited has been appointed to advise the independent board committee in respect of the Acquisition. A circular containing advice from the independent board committee and advice from Vickers Ballas Capital Limited to the independent board committee and giving the information required under the Listing Rules will be despatched to shareholders of the Company as soon as practicable. 

The Agreement dated 16 July, 2001 

Parties 

Purchaser:
Alpha Appliances, a wholly-owned subsidiary of the Company

Vendor:
Napson, a company wholly-owned by Charmwood which is in turn controlled by the trustee of a discretionary trust, in which Mr. Chu Ka Lok, Peter, the chairman and executive director of the Company, is one of the beneficiaries 

Assets to be acquired 

2,000,000 shares of the nominal value of HK$1 each in Grant Return, representing its entire issued share capital, which shall be sold to the Purchaser free from liens and encumbrances. The principal business of Grant Return is property investment with its current major asset being its entire rights and interests in the Property situated in Sheung Shui, New Territories, Hong Kong, which is currently leased by Alpha Applicances for use as godown at an aggregate monthly rental of HK$245,000 under the Tenancy Agreements.

The Property which is the current major asset of Grant Return is valued at HK$33,800,000 as at 10 July, 2001 by an independent property valuer.

Consideration

The Consideration of HK$31,096,000 (calculated on the basis of HK$15.548 per share) will be in cash and payable by Alpha Appliances to Napson as to HK$1,096,000 by one lump sum on Completion and as to the balance of HK$30,000,000 by 60 consecutive equal monthly installments of HK$500,000 each interest-free.

The Consideration has been arrived at after arm’s length negotiations between the parties involved with reference to the unaudited adjusted net asset value of Grant Return as at 30 June, 2001 of approximately HK$33.54 million as adjusted by the valuation surplus of the Property as at 10 July, 2001 and the Release. The Consideration represents a discount of approximately (a) 7.29% to the unaudited adjusted net asset value and (b) approximately 8% to the above-mentioned value of the Property of HK$33,800,000 as determined by an independent property valuer. Alpha Appliances will finance the Acquisition from its internal resources. The Directors consider the terms (including the Consideration) of the Acquisition to be fair and reasonable so far as the Company and the independent shareholders of the Company are concerned. 

Conditions and Completion

The Agreement is conditional upon the passing of a resolution by the independent shareholders of the Company in the SGM to approve the Acquisition. It is currently expected that the SGM will be convened to be held on 23 August, 2001. If such condition cannot be satisfied on or before 31 October, 2001, the Agreement shall become null and void and in such event, none of the parties hereto shall have any further liability to any of the other parties. 

The expected date of Completion will be the 6th business day from the satisfaction of the said condition. 

Information on grant return

The principal activity of Grant Return is property investment. The major asset of Grant Return is its entire rights and interest in the Property as well as under the Tenancy Agreements. Alpha Appliances currently leases the Property from Grant Return at an aggregate monthly rental of HK$245,000. Based on the management accounts of Grant Return, the unaudited net asset value (before adjustment) of Grant Return as at 30 June, 2001 amounted to approximately HK$21.06 million. After taking into account the Release and the valuation surplus of the Property, the unaudited adjusted net asset value amounted to approximately HK$33.54 million as at 30 June, 2001. The audited profit before and after taxation of Grant Return amounted to approximately HK$3.58 million and HK$3.04 million for year ended 31 December, 1999 and HK$2.75 million and HK$2.38 million for year ended 31 December, 2000 respectively. 

REASONS FOR THE ACQUISITION 

The Company through its subsidiaries is principally engaged in importing, marketing and distributing “GENERAL” air conditioners, refrigerators and washing machines in Hong Kong, Macau and the PRC. The Directors are of the view that given Alpha Appliances currently leases the Property from Grant Return for use as godown, and in light of the recent development of the property market in Hong Kong, it would be in the interests of the Company and its shareholders to effect the Acquisition such that the Company would be able to enjoy a rental saving of approximately HK$2,940,000 per annum as such rental would then be contained within the same group as being due from one member to another. 

GENERAL 

Napson is a company wholly-owned by Charmwood which is in turn controlled by the trustee of a discretionary trust, in which Mr. Chu Ka Lok, Peter, the chairman and executive director of the Company, is one of the beneficiaries. Accordingly, Napson is a connected person of the Company under Chapter 14 of the Listing Rules. Therefore, the Acquisition constitutes a connected transaction and is subject to independent shareholders’ approval at the SGM, at which Charmwood and its associates will abstain from voting. 

An independent board committee will be formed to advise the independent shareholders in respect of the terms of the Acquisition. Vickers Ballas Capital Limited has been appointed to advise the independent board committee in respect of the Acquisition. A circular containing advice from the independent board committee and from Vickers Ballas Capital Limited to the independent board committee and containing information regarding the Acquisition and giving the information, including but not limited to the valuation report of the Property prepared by the independent valuer, will be despatched to shareholders of the Company as soon as practicable. 

DEFINITIONS

“Acquisition”
the acquisition of the entire issued share capital of Grant Return by Alpha Appliances from Napson pursuant to the Agreement

“Agreement”
the conditional sale and purchase agreement for the Acquisition dated 16 July, 2001 made between Alpha Appliances and Napson 

“Alpha Appliances”
Alpha Appliances Limited, a company incorporated in Hong Kong, and a wholly-owned subsidiary of the Company 

“associates”
as defined in the Listing Rules

“Charmwood”
Charmwood Development Limited, a company incorporated in Liberia and a substantial shareholder of the Company

“Company”
Alpha General (Holdings) Limited, a company incorporated in Bermuda with limited liability whose shares are listed on the Stock Exchange 

“Completion”
completion of the Acquisition pursuant to the Agreement 

“Consideration”
the consideration payable by Alpha Appliances to Napson for the Acquisition under the Agreement 

“Directors”
the directors of the Company

“Grant Return” 
Grant Return Investments Limited, a company incorporated under the law of Hong Kong 

“HK$”
Hong Kong dollars, the lawful currency of Hong Kong

“Listing Rules” 
the Rules Governing the Listing of Securities on the Stock Exchange

“Loan” 
an amount of HK$9,311,940 interest-free loan due by Grant Return to Napson 

“Napson” 
Napson Trading Limited, a company incorporated under the law of Hong Kong 

“Property” 
1/F, (and flat roof thereof), 2/F., 3/F. (and flat roof thereof), 4/F. & 5/F, Ground Floor and Car Parking Spaces Nos. L1, L2, L3, V1, V2 and V3 of Alpha Appliances Building, 21 Po Wan Raod, Sheung Shui, New Territories, Hong Kong 

“Release” 
the release and discharge of the Loan already given by Napson in favour of Grant Return on 14 July, 2001 

“SGM”
the special general meeting of the Company to be convened to consider and, if thought fit, to approve the Acquisition 

“Stock Exchange”
The Stock Exchange of Hong Kong Limited 

“Tenancy Agreements” 
the four tenancy agreements in relation to the Property entered into between Alpha Appliances and Grant Return, each for a term of three years from 1 July, 2000 to 30 June, 2003 at the then prevailing market rate of an aggregate monthly rental of HK$245,000 

By Order of the Board
K.K. Chan
Executive Director 
Hong Kong, 17 July, 2001
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