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VERY SUBSTANTIAL ACQUISITION
IN RELATION TO THE ACQUISITION OF

HOTEL PROPERTY AND OPERATIONS OF
PARIS MARRIOTT HOTEL CHAMPS-ELYSEES, FRANCE

AND

RESUMPTION OF TRADING

THE ACQUISITION

The Board is pleased to announce that on 3 June 2014, the Group has agreed to acquire
Paris Marriott Hotel Champs-Elysees (comprising the Property and the operations of the
Hotel) at the provisional consideration of €344,512,199 (equivalent to approximately
HK$3,638,048,821) (subject to final determination as set out below), brief details of
which are as follows:

(i) Splendid Holdings (being an indirect wholly-owned subsidiary of the Company) entered
into the Purchase Option Agreement with the Property Vendor, pursuant to which the
Property Vendor grants to Splendid Holdings the irrevocable right to purchase the
Property and Splendid Holdings undertakes to purchase the Property (either by itself or by
any of the Company’s wholly-owned subsidiaries) subject to the terms and conditions set
out in the Purchase Option Agreement at a consideration of €226,000,000 (equivalent to
approximately HK$2,386,560,000), which shall be settled in cash. The Property is located
at 70-72 avenue des Champs-Elysees, Paris, France, where the Hotel (being Paris Marriott
Hotel Champs-Elysees) is situated; and
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(ii) Splendid Holdings also entered into the Share Purchase Agreement with the Shares

Vendor, pursuant to which the Shares Vendor conditionally agreed to sell and

Splendid Holdings (either by itself or by any of its wholly-owned subsidiaries)

conditionally agreed to acquire the Sale Shares (being shares of HoldCo and OpCo)

at a provisional consideration of €118,512,199 (equivalent to approximately

HK$1,251,488,821) (subject to final determination as set out below), which shall be

settled in cash.

The Property Vendor, the Shares Vendor and Splendid Holdings acknowledge the

transactions set out in the Share Purchase Agreement and those set out in the Purchase

Option Agreement form a global transaction. Completion is subject to fulfilment of

conditions precedent as set out below. The Property Completion and the Shares

Completion must take place on the same date.

As at the date of this announcement, the Property is operated as the Hotel, being Paris

Marriott Hotel Champs-Elysees. HoldCo is wholly-owned by the Shares Vendor. HoldCo

and the Shares Vendor are respective holders of 99.99% and 0.01% of the entire equity

interests of OpCo, which in turn has entered into the Management Agreement with

Marriott Hotels Manager France SAS, pursuant to which the latter is appointed the

exclusive agent to manage and operate the Hotel.

To the best of the Directors’ knowledge, information and belief after having made all

reasonable enquiries, the Property Vendor, the Shares Vendor and their ultimate beneficial

owner(s) are third parties independent of the Group and its connected persons.

SHAREHOLDER’S LOAN

On 3 June 2014, the Company also entered into the Loan Agreement with Most Honor,

pursuant to which Most Honor agreed to provide a loan in the principal amount of

US$280,000,000 (equivalent to approximately HK$2,170,000,000) to the Group to satisfy

payment of part of the remaining Consideration, which shall be secured by a charge on the

entire issued share capital of Crown Value, being the sole shareholder of Splendid

Holdings as at the date of this announcement.

As at the date of this announcement, Most Honor is wholly-owned by Mr. Du Shuang Hua,

who is deemed to be interested in 708,000,000 Shares representing approximately 5.54%

of the issued share capital of the Company.
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LISTING RULES REQUIREMENT

As the relevant percentage ratios (as defined in the Listing Rules) exceed 100%, the

Acquisitions together constitute a very substantial acquisition for the Company pursuant

to Rule 14.06(5) of the Listing Rules. The Agreements and the transactions contemplated

thereunder are therefore subject to approval by the Shareholders at the SGM by poll. Mr.

Du Shuang Hua and his associates (as defined under the Listing Rules), will abstain from

voting at the SGM in view of his potential advance to the Company under the Loan

Agreement and his interest in acquiring the Hotel in case the Acquisitions are not

approved by the Shareholders at the SGM.

GENERAL

A circular containing, among other things, (i) further details of the Acquisitions; (ii)

financial and other information on the Group; (iii) financial information relating to

HoldCo and OpCo; (iv) the valuation report on the Property; (v) the proforma financial

information of the Group as enlarged by the Acquisitions; and (vi) the notice convening

the SGM will be sent to the Shareholders. It is currently expected that it will take

approximately 5 to 7 weeks for the Company to obtain the financial information relating

to the Property, HoldCo and OpCo, as well as the valuation on the Property for inclusion

in the circular, and in view of the impending public holidays in Hong Kong and France,

the circular will only be despatched to the Shareholders on or about 5 August 2014.

SUSPENSION AND RESUMPTION OF TRADING

At the request of the Company, trading in the Shares was suspended with effect from

9:00 a.m. on Wednesday, 4 June 2014 pending the publication of this announcement.

Application has been made by the Company to the Stock Exchange for resumption of

trading in the Shares with effect from 9:00 a.m. on 17 June 2014.

– 3 –



BACKGROUND

The Board is pleased to announce that on 3 June 2014, the Group has agreed to acquire Paris

Marriott Hotel Champs-Elysees (comprising the Property and operations of the Hotel) at the

provisional consideration of €344,512,199 (equivalent to approximately HK$3,638,048,821)

(subject to final determination as set out below), brief details of which are as follows:

(i) Splendid Holdings entered into the Purchase Option Agreement with the Property

Vendor, pursuant to which the Property Vendor grants to Splendid Holdings the

irrevocable right to purchase the Property and Splendid Holdings undertakes to

purchase the Property (either by itself or by any of the Company’s wholly-owned

subsidiaries) subject to the terms and conditions set out in the Purchase Option

Agreement at a consideration of €226,000,000 (equivalent to approximately

HK$2,386,560,000), which shall be settled in cash. The Property is located at 70-72

avenue des Champs-Elysees, Paris, France, where the Hotel (being Paris Marriott Hotel

Champs-Elysees) is situated; and

(ii) Splendid Holdings also entered into the Share Purchase Agreement with the Shares

Vendor, pursuant to which the Shares Vendor conditionally agreed to sell and Splendid

Holdings (either by itself or by any of its wholly-owned subsidiaries) conditionally

agreed to acquire the Sale Shares (being shares of HoldCo and OpCo) at a provisional

consideration of €118,512,199 (equivalent to approximately HK$1,251,488,821)

(subject to final determination as set out below), which shall be settled in cash.

Completion is subject to fulfilment of conditions precedent as set out below. The Property

Completion and the Shares Completion must take place on the same date.
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As at the date of this announcement, the Property is operated as the Hotel, being Paris

Marriott Hotel Champs-Elysees. HoldCo is wholly-owned by the Shares Vendor. HoldCo and

the Shares Vendor are respective holders of 99.99% and 0.01% of the entire equity interests of

OpCo, which in turn has entered into the Management Agreement with Marriott Hotels

Manager France SAS, pursuant to which the latter is appointed the exclusive agent to manage

and operate the Hotel. The following group chart illustrates the ownership of the Property,

HoldCo and OpCo as at the date of this announcement based on the information provided by

the Vendors:

Shares Vendor 

Marriott Hotels
Manager France
SAS (and other
related entities)

Management
Agreement

HoldCo 

Lease
 

99.99%

Property
Vendor

100%

99.99%
 

Property 

0.01%

OpCo 
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THE PROPERTY ACQUISITION

Principal terms of the Purchase Option Agreement

Date

3 June 2014

Parties

Vendor: the Property Vendor

Purchaser: Splendid Holdings

To the best of the Directors’ knowledge, information and belief after having made all

reasonable enquiries, the Property Vendor and its ultimate beneficial owner(s) are third

parties independent of the Group and its connected persons. Pursuant to the Purchase Option

Agreement, Splendid Holdings can acquire the Property either by itself or via the Company’s

wholly-owned subsidiary at the Property Completion.

Assets to be acquired

The Property, being the 7 floors and 3 basement levels of the building erected on plots of land

registered at the Land Register of Paris under section BG numbers 12, 13 and 15, currently

operated as the Hotel on 70-72 avenue des Champs-Elysees, Paris, France. The property risks

pertaining to the Property have passed to Splendid Holdings upon the signing of the Purchase

Option Agreement, subject to the Property Vendor not having terminated the multi-risk

insurance coverage on the Property. In the event of any disasters affecting the Property, the

Property Vendor shall transfer to Splendid Holdings the benefit of its insurance indemnities.

Given the aggregate amount of the insurance coverage maintained on the Property is not less

than the Consideration, the Directors consider this term is fair and reasonable.
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Consideration

The Property Consideration

The Property Consideration is €226,000,000 (equivalent to approximately

HK$2,386,560,000), of which:

(a) a deposit in the amount of €3,410,000 (equivalent to approximately HK$36,009,600)

(the “Fixed Deposit”) has been paid as at the date of this announcement, which has

been held by an escrow agent; and

(b) the remaining balance of €222,590,000 (equivalent to approximately

HK$2,350,550,400) shall be payable in cash upon the Property Completion.

The Property Consideration represents the carrying amount of the Property as at 31

December 2013.

The Fixed Deposit

The Fixed Deposit shall be released to the Property Vendor as follows:

(a) upon the Property Completion – where the Fixed Deposit shall be released to the

Property Vendor to set-off against part of the Property Consideration; or

(b) in the event that the Shares Completion does not take place on the Completion Date

(which shall be within 8 business days after the fulfilment of all conditions precedent to

the Property Acquisition (save for the condition precedent as set out in the

sub-paragraph (c) in the paragraph headed “Conditions precedent” below relating to

Shares Completion)) for any reason other than those attributable to the Property Vendor

or the Shares Vendor’s actions or negligence; or

(c) in the event that (i) all conditions precedent of the Property Acquisition are fulfilled on

or before 26 August 2014 (or the Completion Date as regards the condition precedent as

set out in the sub-paragraph (c) in the paragraph headed “Conditions precedent” below

relating to Shares Completion), but (ii) the Property Acquisition is not completed on the

Completion Date for any reason whatsoever not attributable to the Property Vendor, the

Fixed Deposit shall be released in favour of the Property Vendor as a first indemnity,

notwithstanding the Property Vendor’s right to obtain additional damages and/or the

performance of the Property Acquisition.
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The Fixed Deposit shall be released to Splendid Holdings as follows:

(a) in the event that all conditions precedent of the Property Acquisition (save for the

condition precedent as set out in the sub-paragraph (c) in the paragraph headed

“Conditions precedent” below relating to Shares Completion) have not been fulfilled on

or before 26 August 2014; or

(b) in the event that the Shares Completion does not take place on the Completion Date for

any reasons attributable to the Property Vendor or the Shares Vendor’s actions or

negligence.

Conditions precedent

The Property Completion is conditional upon the satisfaction of the following conditions by

26 August 2014 (save for the condition precedent set out in sub-paragraph (c) below relating

to the Shares Completion which shall be fulfilled on the Completion Date):

(a) express waiver of any pre-emptive right, right of first refusal and/or the urban

pre-emptive right by holder(s) of such rights, or the non-response from the holder of

such rights to the declaration of intent to alienate such rights within the time limit set

upon by applicable regulations;

(b) provision of mortgage information on the Property by the Property Vendor, which shall

not contain any mortgage registration the amount of which has exceeded the Property

Consideration, and there being no charges or publication affecting the free disposability

of any property right pertaining to the Property;

(c) the Shares Completion having taken place on the Completion Date in accordance with

the terms of the Share Purchase Agreement; and

(d) the Shareholders having approved of the Purchase Option Agreement (together with the

deed of sale attached thereto which shall be executed at the Property Completion) and

the transactions contemplated thereunder, as soon as possible and in any event on 22

August 2014 at the latest, and notified to the Property Vendor at the latest on 26 August

2014.

The condition(s) precedent set out in (i) sub-paragraphs (a) and (c) above may be waived only

by mutual consent of the Property Vendor and Splendid Holdings; and (ii) sub-paragraphs (b)

and (d) above can only be waived by Splendid Holdings prior to 26 August 2014. The

Shareholders’ approval as set out in sub-paragraph (d) above is a Listing Rule requirement

and therefore Splendid Holdings will not waive such condition precedent. Splendid Holdings
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has no present intention to waive any other conditions precedent set out above. In the event

the above conditions precedents are not fulfilled before on or before 26 August 2014 (save for

the condition precedent set out in sub-paragraph (c) above relating to the Shares Completion

which shall be fulfilled on the Completion Date), the Purchase Option Agreement shall

become null and void.

Completion

The Property Completion shall take place within 8 business days from the date on which all

conditions precedent have been fulfilled (save for the condition precedent set out in

sub-paragraph (c) of the paragraph headed “Conditions precedent” above relating to the

Shares Completion which shall be fulfilled on the Completion Date), but in any event on 5

September 2014 at the latest.

The Property Vendor and Splendid Holdings acknowledge the transactions set out in the

Share Purchase Agreement and those set out in the Purchase Option Agreement form a global

transaction. It is the parties’ common intention that the Acquisitions shall be completed on

the Completion Date.

THE SHARES ACQUISITION

Principal terms of the Share Purchase Agreement

Date

3 June 2014

Parties

Vendor: the Shares Vendor

Purchaser: Splendid Holdings

To the best of the Directors’ knowledge, information and belief after having made all

reasonable enquiries, the Shares Vendor and its ultimate beneficial owner(s) are third parties

independent of the Group and its connected persons. Pursuant to the Share Purchase

Agreement, Splendid Holdings can acquire the Sale Shares either by itself or via its

wholly-owned subsidiary at the Shares Completion.
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Assets to be acquired

The Sale Shares, being the HoldCo Shares and the OpCo Share.

As at the date of this announcement, HoldCo is wholly-owned by the Shares Vendor. HoldCo

and the Shares Vendor are respective owners of 99.99% and 0.01% of the equity interests of

OpCo. Upon Shares Completion, HoldCo and OpCo shall become wholly-owned subsidiaries

of the Company.

Consideration

The Shares Consideration

The Shares Consideration is the aggregate of:

(a) the fixed purchase price of €1 (equivalent to approximately HK$10.56) for the OpCo

Share, which shall not be subject to any adjustment, and which shall be payable in cash

upon the Shares Completion; and

(b) a price (the “Final Purchase Price”) for the HoldCo Shares calculated as follows:

PP = HB + NEH + NEO – NBVH – NBVO – WKS

Whereas

PP is the Final Purchase Price
HB means €115,000,000 (equivalent to approximately HK$1,214,400,000)

(Note 1)
NEH is the net equity of HoldCo as shown in the Final Accounts
NEO is the net equity of OpCo as shown in the Final Accounts
NBVH is the net book value of fixed assets (intangible, tangible and financial

fixed assets) of HoldCo as shown in the Final Accounts
NBVO is the net book value of fixed assets (intangible, tangible and financial

fixed assets) of OpCo as shown in the Final Accounts
WKS means €2,850,000 (equivalent to approximately HK$30,096,000), being

the capital expenditure to be incurred on the Hotel

Note 1: As set out in the section headed “Basis of Consideration” of this announcement below, this base

value of HoldCo Shares in the amount of €115,000,000 was agreed and arrived at after

deducting the carrying amount of the Property as at 31 December 2013 (being €226,000,000)

and the consideration for the OpCo Share (being €1) from the Initial Base Price (being

€341,000,001) after arm’s length negotiations.
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Based on the above, the Shares Vendor and Splendid Holdings also agreed in the Share

Purchase Agreement that the provisional purchase price (the “Provisional Purchase Price”)

for the HoldCo Shares is €118,512,198 (equivalent to approximately HK$1,251,488,811),

which shall be payable in cash upon the Shares Completion. The Provisional Purchase Price

has taken into account the unaudited financial information of HoldCo and OpCo as at 31

December 2013 by using the above formula, together with a cushion of approximately

€200,000.

The Final Purchase Price shall be determined after delivery of the Final Accounts. Pursuant to

the Share Purchase Agreement, the Final Accounts shall be delivered by the Shares Vendor to

Splendid Holdings within 30 business days after the Completion Date. The difference

between the Provisional Purchase Price and the Final Purchase Price shall be payable (by the

Shares Vendor or Splendid Holdings, as the case may be) within 17 business days after

delivery of the Final Accounts if Splendid Holdings does not have any comment on the same.

Pursuant to the Share Purchase Agreement, the Final Purchase Price shall not exceed the

Provisional Purchase Price by more than €5,000,000 (equivalent to approximately

HK$52,800,000).

Conditions precedent

The Shares Completion is conditional upon:

(a) fulfilment of the conditions precedent of the Property Acquisition (save for the

condition precedent set out in the sub-paragraph (c) of the paragraph headed

“Conditions precedent” in the section headed “The Property Acquisition” above

relating to Shares Completion) by 26 August 2014; and

(b) the passing of resolutions by the Shareholders at the SGM approving the Share Purchase

Agreement and the transactions contemplated thereunder and having been notified to

the Shares Vendor on or before 26 August 2014.

The above conditions precedent can only be waived by mutual consent of the Shares Vendor

and Splendid Holdings. In the event any of the conditions precedent above is not timely

fulfilled or waived by the parties, the Share Purchase Agreement shall be automatically

terminated. The Shareholders’ approval as set out in sub-paragraph (b) above is a Listing

Rule requirement and therefore Splendid Holdings will not waive such condition precedent.

Splendid Holdings has no present intention to waive the remaining condition precedent as set

out in sub-paragraph (a) above.
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Completion

The Shares Completion shall take place within 8 business days after the date on which the

conditions precedent are satisfied (or at such other place or on such other date as the Shares

Vendor and Splendid Holdings may agree in writing), but in any event on 5 September 2014

at the latest.

The Shares Vendor and Splendid Holdings acknowledge the transactions set out in the Share

Purchase Agreement and those set out in the Purchase Option Agreement form a global

transaction. It is the parties’ common intention that the Acquisitions shall be completed on

the Completion Date. Accordingly, the Shares Acquisition shall be automatically rescinded in

the event the Property Completion does not take place on the Completion Date immediately

after the Shares Acquisition.

As at the date of this announcement, according to the Shares Vendor, (i) OpCo is indebted to

the Shares Vendor; and (ii) the Property Vendor is indebted to OpCo. The Shares Vendor and

the Property Vendor might assign and settle the aforesaid indebtedness prior to the Shares

Completion. In the event there being any outstanding amount due and owing by OpCo to the

Shares Vendor upon Completion, OpCo must repay in full such outstanding indebtedness to

the Shares Vendor immediately after the Shares Completion, failure of which would entitle

the Shares Vendor to rescind the Shares Completion. In the event there being any such

outstanding indebtedness due by OpCo to the Shares Vendor, the net equity of OpCo may be

reduced, which in turn might lead to reduction of the Final Purchase Price based on the

calculation of the Final Purchase Price as set out in the paragraph headed “The Shares

Consideration” above.

Upon the Shares Completion, HoldCo and OpCo will become wholly-owned subsidiaries of

the Company and their financial results will be consolidated in the Group’s financial

statement after the Shares Completion.
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STRUCTURE UPON COMPLETION

Upon the Shares Completion but before the Property Completion, the shareholding structure

of the Hotel will be as follows:

Crown Value 

Marriott Hotels
Manager France
SAS (and other
related entities)

Management
Agreement

Lease

100%

100%

100%

100%

99.99%

99.99%

Property 
0.01%

The Company  

Splendid
Holdings 

HoldCo

OpCo

Property
Vendor 

Shares
Vendor 
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The Group intends to establish a new company (the “New PropCo”) (i) which shall be

acquired by OpCo immediately upon the Shares Completion; and (ii) which shall acquire and

hold the Property upon the Property Completion, such that the shareholding structure of the

Hotel immediately following the Property Completion will be as follows:

Marriott Hotels
Manager France
SAS (and other
related entities)

Management
Agreement

100%

100%

100%

99.99%
0.01%

90%

10%

100%

The Company

  

Splendid
Holdings 

HoldCo

OpCo

Property 

Crown Value 

New PropCo 

Leased by OpCo 
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BASIS OF CONSIDERATION

As set out above, the Property Acquisition and the Shares Acquisition form a global
transaction which is part and parcel to each other – (i) if the Shares Completion does not take
place, the Property Completion will not take place; and (ii) if the Property Completion does
not take place, the Share Completion will be rescinded. The Group negotiated the
Consideration as if it were making acquisition of one single target comprising both the
Property and operations of the Hotel. The Group negotiated with the Vendors with reference
to an initial base price of €341,000,001 (the “Initial Base Price”) for the Acquisitions, which
was arrived at after arm’s length negotiations with reference to (i) the draft preliminary
valuation of the Property as at 30 April 2014 in the region of €323,000,000 to €342,000,000
(equivalent to approximately HK$3,410,880,000 to HK$3,611,520,000) prepared by LCH
(Asia-Pacific) Surveyors Limited, a firm of independent professional valuers, adopting the
sales comparison approach, as well as the term and reversion method; (ii) the fixed assets of
HoldCo and OpCo; and (iii) the contracts, leases, licences, permits, agreements, rights, and
benefits utilized in connection with the ownership, use and operation of the Hotel, before
taking into account the non-fixed assets and liabilities of HoldCo and OpCo.

The Vendors and the Group agreed that out of the Initial Base Price, the amount of
€226,000,000 shall be attributable to the Property Consideration (by reference to the carrying
amount of the Property being €226,000,000 as at 31 December 2013) and the balance of
€115,000,001 be attributable to the Shares Consideration. The formula for the Final Purchase
Price was determined by (i) adding the carrying amount of the non-fixed assets of HoldCo
and OpCo as at the Completion Date to €115,000,000; less (ii) the liabilities of HoldCo and
OpCo as at the Completion Date; and (iii) the amount of €2,850,000, being the amount of
reserve that the Shares Vendor agree to retain in OpCo for future capital expenditure. The
estimated capital expenditure of €2,850,000 was made with reference to the technical due
diligence conducted by the Group on the Hotel, which indicated certain renovation works that
need to be carried out within the Hotel in a year.

In addition, the Group has taken into account the growing prospect of the tourism industry in
Paris, which is more particularly described under the section headed “Reasons and benefits of
the Acquisitions” of this announcement as set out below. Based on the aforesaid and the fact
that the Hotel represents a trophy asset located in a prime tourist capital, the Board considers
that the Consideration (which provisionally represents a slight premium over the top end of
the range of preliminary valuation amount as set out above) is fair and reasonable, and is in
the interests of the Company and the Shareholders as a whole.

The Consideration shall be funded by internal resources of the Group, bank borrowings and
the Shareholder’s Loan. As at the date of this announcement, the Company has already
obtained a legally binding offer from a financial institution in France for the advance of an
amount of €175,000,000 (equivalent to approximately HK$1,848,000,000) for payment of
the Consideration.
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SHAREHOLDER’S LOAN

On 3 June 2014, the Company also entered into the Loan Agreement with Most Honor,

pursuant to which Most Honor agreed to provide a loan in the principal amount of

US$280,000,000 (equivalent to approximately HK$2,170,000,000) to the Group to satisfy

payment of part of the remaining Consideration, which shall be secured by a charge on the

entire issued share capital of Crown Value, being the sole shareholder of Splendid Holdings

as at the date of this announcement.

Pursuant to the Loan Agreement, the loan carries interest at the rate of 4% per annum, and is

repayable on the second anniversary of drawdown (or such later date as may be agreed

between the Company and Most Honor). Mr. Du Shuang Hua has separately indicated to the

Group that should the Group require, he is willing to provide continuing financial support to

the Group in relation to the Acquisitions, including but not limited to extending the

Shareholder’s Loan beyond the 2-year term as set out above.

As at the date of this announcement, Most Honor is wholly-owned by Mr. Du Shuang Hua.

Mr. Du Shuang Hua is interested in 85% of the issued share capital of Happy Sino

International Limited which is interested in 708,000,000 Shares, representing approximately

5.54% of the issued share capital of the Company. As at the date of this announcement, Mr.

Du Shuang Hua is also interested in approximately 18.88% of the ultimate holding company

of the joint venture partner of 日照型鋼有限公司 (Rizhao Medium Section Mill Co., Ltd.),

日照鋼鐵有限公司 (Rizhao Steel Co., Ltd.) and 日照鋼鐵軋鋼有限公司 (Rizhao Steel Wire

Co., Limited), all being associated companies of the Group.

Mr. Du Shuang Hua has also indicated that in the event the transactions contemplated under

the Agreements are not consummated, Mr. Du Shuang Hua will purchase the Property and the

Sale Shares on the same terms as the Agreements from the Property Vendor and the Shares

Vendor.

INFORMATION ON THE PROPERTY AND HOTEL OPERATIONS

The Hotel is located on avenue des Champs-Elysees in the 8th arrondissement of Paris,

France. The 8th arrondissement is one of Paris’ most affluent areas and main business

districts, being home to renowned landmarks such as the Arc de Tromphe, and a prestigious

commercial and residential area. The vicinity of the hotel is home to the corporate offices of

major international law firms, banks, the American and British embassies. It is also

surrounded by high-end retail shops such as Louis Vuitton, Tiffany and Chanel, etc..
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The Hotel is a 5-star hotel. The building in which the Hotel is located was constructed in
1914, occupying approximately 17,719 sq.m.. It has 192 rooms (including 25 suites)
distributed over 7 floors, together with provision of meeting, fitness and 3 floors of
underground car-parking facilities.

The carrying amount of the Property as at 31 December 2013 amounted to €226,000,000
(equivalent to approximately HK$2,386,560,000). As set out above, the draft preliminary
valuation of the Property as at 30 April 2014 was in the region of €323,000,000 to
€342,000,000 (equivalent to approximately HK$3,410,880,000 to HK$3,611,520,000),
which was prepared by LCH (Asia-Pacific) Surveyors Limited, a firm of independent
professional valuers, adopting the sales comparison approach, as well as the term and
reversion method. The valuation report prepared by LCH (Asia-Pacific) Surveyors Limited
will be set out in the circular relating to the Acquisitions to be issued by the Company to its
Shareholders. As at the date of this announcement, the Property is leased to OpCo for
operations of the Hotel. The rental income derived from the aforesaid lease amounted to
approximately €12,888,000 (equivalent to approximately HK$136,097,280) and €13,105,000
(equivalent to approximately HK$138,388,800) for the year ended 31 December 2012 and 31
December 2013 respectively.

HoldCo is entirely owned by the Shares Vendor, and OpCo is owned as to 99.99% by HoldCo
and 0.01% by the Shares Vendor as at the date of this announcement. HoldCo is an investment
holding company and the principal business of OpCo is operating the Hotel. OpCo has
entered into the Management Agreement with Marriott Hotels Manager France SAS, pursuant
to which the latter is appointed the exclusive agent to manage and operate the Hotel.

Set out below is the summary of the unaudited consolidated financial information of HoldCo
for the two years ended 31 December 2013 as extracted from the unaudited management
accounts of HoldCo and OpCo as provided by the Shares Vendor:

For the year ended
31 December
2013 2012

€’000 €’000

Revenue 36,532 36,964
(Loss)/profit before taxation (8) 875
(Loss)/profit after taxation (8) 875

Based on the unaudited management accounts of HoldCo and OpCo provided by the Shares
Vendor, majority of the revenue of HoldCo and OpCo was derived from rental of the Hotel
guestrooms, which represented approximately 82% and 82% of the revenue of HoldCo and
OpCo for the two years ended 31 December 2013.
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Based on the unaudited management accounts of HoldCo and OpCo provided by the Shares

Vendor, the unaudited consolidated net assets of HoldCo amounted to approximately €8.9

million and €8.9 million as at 31 December 2012 and 31 December 2013 respectively. Based

on the unaudited financial information provided by the Shares Vendor, the major assets of

HoldCo and OpCo for the two years ended 31 December 2013 mainly consisted of (i)

property, plant and equipment; (ii) cash; and (iii) amount due from the Property Vendor.

Based on the unaudited financial information provided by the Shares Vendor, the major

liabilities of HoldCo and OpCo for the two years ended 31 December 2013 mainly consisted

of the amount due to the Shares Vendor.

FINANCIAL EFFECT OF THE ACQUISITIONS

Upon Completion, HoldCo and OpCo shall become wholly-owned subsidiaries of the

Company, the financial results of which shall be consolidated into those of the Group.

REASONS AND BENEFITS OF THE ACQUISITIONS

The Group is principally engaged in manufacturing and trading of steel and steel product,

supply of heat as well as operation of hotel. In order to implement the Group’s expansion in

and to optimise its business portfolios globally, the Board has been constantly reviewing its

existing business portfolio and looking for new investment opportunities in order to broaden

and strengthen its revenue stream. The Board takes an optimistic view in the prospect of the

global tourism industry and after entering into agreements for the acquisition of the hotel

business in Sheung Wan, Hong Kong, (being Butterfly on Waterfront Sheung Wan (formerly

known as Hotel de EDGE)) in December 2013, the Group has been actively looking for

further related investment opportunities.

According to UNWTO World Tourism Organization, a specialized agency of the United

Nations, international tourist arrivals reached 1.087 billion in 2013 worldwide, representing

an increase of approximately 5% as compared to 2012. As the capital of the most visited

country in the world, Paris has been benefiting from its importance as a global hub for

business, culture and tourism. According to The Paris Convention and Visitors Bureau, Paris

attracted approximately 16 million hotel arrivals and 37 million overnight stays in 2013 and

achieved an average occupancy rate of 79% in hotel rooms. Over the past five years, Paris has

witnessed stable levels of tourism demand with visitation and overnight stays showing an

annual average growth rate of approximately 1.1% and 0.6% respectively. International

visitors accounted for over 60% of overnight stays over the past five years, reflecting Paris’

strong international exposure.
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In respect of the location of the Hotel, it is exceptionally located in the heart of Paris and the
only 5-star hotel on avenue des Champs-Elysées. The Hotel directly overlooks the avenue des
Champs-Elysées and is within walking distance of major city attractions including the Arc de
Triomphe, as well as the Louvre.

The Acquisitions provide the Group with an excellent opportunity to expand on its new hotel
operation segment. Being located in one of the most popular tourist destinations in the world,
the Hotel had an occupancy rate of over 88% over the past three years which will provide a
stable revenue stream to the Group. The Board also has high confidence in the management of
the Hotel by the Marriott group. The initial term of the Management Agreement will only
expire in 2030, with automatic renewal at the end of the initial term under the same terms and
conditions for 3 successive periods of 10 fiscal years. The terms of the Management
Agreement will remain the same upon Completion and the Board considers the terms of the
Management Agreement are fair and reasonable.

According to information provided by the Shares Vendor, currently the Hotel mainly attracts
customers from the North America, the Middle East and other European countries with a
dominance of American, Saudi Arabian and French customers. The Group considers that
upon Completion, more marketing effort would be focused on targeting the PRC market. The
Group believes there is a potential to attract more Chinese customers and further improve the
current occupancy rate of the Hotel. Taking into account the above factors, the Board
considers that the terms of the Agreements are on normal commercial terms and are fair and
reasonable so far as the Shareholders are concerned and the Acquisitions are in the interests
of the Company and the Shareholders as a whole. As at the date of this announcement, it is the
present intention of the Company to continue other existing business of the Group and not to
downsize the same or dispose of any material assets of the same. As set out above, the Board
will continue to review its existing business portfolio and strive to maximize the returns to
the Shareholders.

LISTING RULES REQUIREMENT

As the relevant percentage ratios (as defined in the Listing Rules) exceed 100%, the
Acquisitions together constitute a very substantial acquisition for the Company pursuant to
Rule 14.06(5) of the Listing Rules. The Agreements and the transactions contemplated
thereunder are therefore subject to the approval by the Shareholders at the SGM by poll.

As at the date of this announcement, Mr. Du Shuang Hua is deemed to be interested in
708,000,000 Shares, representing approximately 5.54% of the issued share capital of the
Company. Mr. Du Shuang Hua and his associates (as defined under the Listing Rules) will
abstain from voting at the SGM in view of his potential advance to the Company under the
Loan Agreement and his interest in acquiring the Hotel in case the Acquisitions are not
approved by the Shareholders at the SGM.
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GENERAL

A circular containing, among other things, (i) further details of the Acquisitions; (ii) financial
and other information on the Group; (iii) financial information relating to HoldCo and OpCo;
(iv) the valuation report on the Property; (v) the proforma financial information of the Group
as enlarged by the Acquisitions; and (vi) the notice convening the SGM will be sent to the
Shareholders. It is currently expected that it will take approximately 5 to 7 weeks for the
Company to obtain the financial information relating to the Property, HoldCo and OpCo, as
well as the valuation on the Property for inclusion in the circular, and in view of the
impending public holidays in Hong Kong and France, the circular will only be despatched to
the Shareholders on or about 5 August 2014.

SUSPENSION AND RESUMPTION OF TRADING

At the request of the Company, trading in the Shares was suspended with effect from
9:00 a.m. on Wednesday, 4 June 2014 pending the publication of this announcement.
Application has been made by the Company to the Stock Exchange for resumption of trading
in the Shares with effect from 9:00 a.m. on 17 June 2014.

DEFINITIONS

Unless the context requires otherwise, the following expressions shall have the following
meanings in this announcement:

“Acquisitions” together, the Property Acquisition and Shares Acquisition

“Agreements” together, the Purchase Option Agreement and the Share

Purchase Agreement

“Board” the board of Directors

“Company” Kai Yuan Holdings Limited, a company incorporated in

Bermuda with limited liability, the issued Shares of which

are listed on the Main Board of the Stock Exchange

“Completion” together, completion of the Property Acquisition and the

Shares Acquisition

“Completion Date” the date of Completion

“connected person(s)” has the meaning ascribed to it under the Listing Rules
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“Consideration” the sum of the Property Consideration and the Shares

Consideration

“Crown Value” Crown Value Limited, a wholly-owned subsidiary of the

Company incorporated in Hong Kong, being the holder of

the entire interest in Splendid Holdings

“Director(s)” director(s) of the Company

“Final Accounts” the corporate accounts (balance sheet and profit and loss

account) of HoldCo and OpCo as at the Completion Date

“Group” the Company and its subsidiaries

“HoldCo” MCE OpCo HoldCo, a simplified joint-stock company

(societe par actions simplifiee) incorporated under the laws

of France

“HoldCo Shares” the 464,877 shares, each with a nominal value of €15,

representing 100% of the share capital and voting rights of

HoldCo held by the Shares Vendor

“Hong Kong” the Hong Kong Special Administrative Region of the PRC

“Hotel” the hotel located at 70-72 avenue des Champs-Elysées,

75008 Paris, managed by Marriott Hotels Manager France

SAS pursuant to the Management Agreement

“Hotel Business” the on-going business concern (fonds de commerce) of the

Hotel held by OpCo

“Initial Base Price” has the meaning ascribed to the term as set out in the section

headed “Basis of Consideration” of this announcement

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

Exchange
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“Loan Agreement” the facility letter dated 3 June 2014 issued by Most Honor

and accepted by the Company in relation to the loan in the

principal amount of US$280,000,000 (equivalent to

approximately HK$2,170,000,000) which shall be secured

by a charge on the shares of Crown Value for payment of

part of the Consideration

“Management Agreement” the management agreement dated 16 June 1995 and as

amended from time to time thereafter, and entered into,

among others, between OpCo and Marriott Hotels Manager

France SAS and ancillary agreements concerning the Hotel

and the Hotel Business

“Most Honor” Most Honor Limited, a company wholly-owned by Mr. Du

Shuang Hua, who in turn is a Shareholder deemed to be

interested in approximately 5.54% of the issued share

capital of the Company as at the date of this announcement

“New PropCo” has the meaning ascribed to such term in the section headed

“Structure upon Completion” in this announcement

“OpCo” MCE OpCo, a general partnership (societe en nom collectif)

incorporated under the laws of France, in which HoldCo

holds 589,060 shares, each with a nominal value of €15, and

the Shares Vendor holds the remaining one OpCo Share

“OpCo Share” the one share of OpCo directly held by the Shares Vendor

“PRC” the People’s Republic of China, which for the purpose of

this announcement shall exclude Hong Kong, the Macau

Special Administrative Region of the PRC and Taiwan

“Property” the 7 floors and 3 basement levels of the building currently

used for hotel usage (as operated by OpCo as the Hotel) and

erected on plots of land registered at the Land Register of

Paris under section BG numbers 12, 13 and 15, and located

at 70-72, avenue des Champs-Elysees, Paris, France

“Property Acquisition” the acquisition of the Property pursuant to the Purchase

Option Agreement
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“Property Completion” completion of the Property Acquisition

“Property Consideration” consideration for the Property Acquisition

“Property Vendor” MCE PropCo, a real estate company (societe de placement a

preponderance immobiliere a capital variable) incorporated

in France

“Purchase Option

Agreement”

the purchase option agreement in relation to the sale and

purchase of the Property entered into between Splendid

Holdings and the Property Vendor on 3 June 2014

“Sale Shares” together, the HoldCo Shares and the OpCo Share

“SGM” the special general meeting of the Company to be convened

to approve the Agreements and all transactions

contemplated thereunder

“Share(s)” share(s) of HK$0.10 each in the share capital of the

Company

“Share Purchase Agreement” the agreement for the sale and purchase of Sale Shares

entered into between Splendid Holdings and the Shares

Vendor on 3 June 2014

“Shareholder(s)” holder(s) of Shares

“Shareholder’s Loan” the loan to be advanced by Most Honor to the Group under

the Loan Agreement for the Acquisitions

“Shares Acquisition” the acquisition of the Sale Shares pursuant to the Share

Purchase Agreement

“Shares Completion” completion of the Shares Acquisition

“Shares Consideration” consideration for the Shares Acquisition

“Shares Vendor” Tamweelview European Holdings SA, a société anonyme

incorporated under the laws of Luxembourg
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“Splendid Holdings” Splendid Holdings S.A.R.L., an indirect wholly-owned

subsidiary of the Company established in the Grand Duchy

of Luxembourg

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“United States” the United States of America, its territories, its possessions

and all areas subject to its jurisdiction

“Vendors” together, the Property Vendor and the Shares Vendor

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

“US$” United States dollars, the lawful currency of the United

States

“€” Euros, the lawful currency of the European Union

“%” per cent.

Unless otherwise specified in this announcement, amounts denominated in Euros and US$

have been converted into Hong Kong dollars at €1.00 to HK$10.56 and US$1.00 to HK$7.75,

respectively, for illustration purpose only. No representation has been made by the Company

that any amount has been, could have been, or could be converted at the above rate or at any

other rates or at all.

By order of the Board

Kai Yuan Holdings Limited
Law Wing Chi, Stephen

Executive Director

Hong Kong, 16 June 2014

As at the date of this announcement, the Board comprises Mr. Xue Jian and Mr. Law Wing

Chi, Stephen (both being executive Directors), Mr. Hu Yishi (being non-executive Director)

and Mr. Tam Sun Wing, Mr. Ng Ge Bun and Mr. He Yi (all being independent non-executive

Directors).

– 24 –



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /CFangSong-Light
    /CGuLi-Bold
    /CGuYin-Bold
    /CHei-UltraBold
    /CHei2-Bold
    /CHei2-Xbold
    /CHei3-Bold
    /CJNgai-Bold
    /CKan-Xbold
    /CNganKai-Bold
    /CO2Yuen-XboldOutline
    /COYuen-Xbold
    /COYuen-XboldOutline
    /CPo-Bold
    /CPo3-Bold
    /CSong3-Medium
    /CSu-Medium
    /CXLi-Medium
    /CXing-Medium
    /CXingKai-Bold
    /CYuen-SemiMedium
    /MBei-Bold
    /MHei-Bold
    /MHei-Light
    /MHei-Medium
    /MHei-Xbold
    /MKai-Medium
    /MKai-SemiBold
    /MLi-Bold
    /MNgai-Bold
    /MSung-Light
    /MSung-Medium
    /MSung-Xbold
    /MYuen-Light
    /MYuen-Medium
    /MYuen-Xbold
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 200
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 200
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHT <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 0
      /MarksWeight 0.283460
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /JapaneseWithCircle
      /PreserveEditing true
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


