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WHEELOCK AND COMPANY LIMITED
(incorporated in Hong Kong with limited liability)

CONNECTED TRANSACTION


On 1st August, 2003, a wholly-owned subsidiary of Wheelock and Company Limited as the landlord has entered into a renewal tenancy agreement with Lane Crawford (Hong Kong) Limited as the tenant for renewal of the tenancy, which expired on 30th June, 2003, in respect of   certain premises at Lane Crawford House, Central, Hong Kong.  The tenancy agreement constitutes a connected transaction (as explained below) for Wheelock.  Particulars of the transaction and certain other information are given below in accordance with the relevant requirements of the Listing Rules.


The annual rent receivable by the Wheelock group under the tenancy agreement is more than 0.03% but less than 3% of the latest audited consolidated net tangible asset value of Wheelock.  Particulars of the transaction will be disclosed in the annual report and accounts of Wheelock for the year ending 31st March, 2004 in accordance with Rule 14.25(1) (A) to (D) of the Listing Rules.
DETAIL OF THE AGREEMENT

1.    Tenancy agreement:


Date:
1st August, 2003


Parties:
Ridge Limited (“Ridge”), a wholly-owned subsidiary of Wheelock and Company Limited (“Wheelock”), as the landlord, and Lane Crawford (Hong Kong) Limited (“Lane Crawford”) as the tenant.


Premises leased:
Basement, Ground Floor to Fourth Floor, Portion of Sixth Floor, and Rooms 706-8A of Lane Crawford House, Central, Hong Kong with a total net area of 61,266 square feet (the “Premises”).


Duration of tenancy:
A fixed term from 1st July, 2003 to 30th June, 2005 with an option exercisable by Lane Crawford to renew for a further term of 2 years upon giving 6 months prior written notice to Ridge. 

2. Rental: 


The yearly base rent, exclusive of rates, air-conditioning charges and management fee (the “Annual Rent”), payable monthly in advance by the tenant, for each of the two years ending 30th June, 2005 under the tenancy agreement (the “Renewal Agreement”) is HK$25.7 million, or 9% of gross turnover (“Turnover Rent”) calculated on monthly basis, whichever is the higher.  Such annual base rent represents a monthly rent of HK$35 per sq. ft., compared to HK$38 per sq. ft. under the expired tenancy, with Turnover Rent unchanged.

Regarding the optional term for the remaining two years ending 30th June, 2007, the base rent will be determined by reference to the then prevailing open market rental in accordance with the provisions of the Renewal Agreement, and the same Turnover Rent calculation as for the first two-year term will also apply.  However, there is a provision in the Renewal Agreement stipulating that the amount of the revised monthly base rent shall be not more than HK$38 per sq. ft. or less than HK$35 per sq. ft. 
GENERAL
Lane Crawford is a prestigious department store operator and has operated its flagship department store at the Premises since 1982.  With Lane Crawford continuing to be the anchor tenant upon execution of the Renewal Agreement, the image and value of Lane Crawford House would be enhanced, which would be beneficial to the Wheelock group as a whole. 

The principal business activities of the Wheelock group are investment holding and property development and investment.

Wheelock has recently engaged Chesterton Petty Limited (“Chesterton”), professional property consultants, to review the Renewal Agreement.  On the basis of the advice received from Chesterton in respect of the Renewal Agreement, the directors, including independent non-executive directors, of Wheelock who have participated in the consideration and approval of the Agreement are of the opinion that the Renewal Agreement and the terms therein are on normal commercial terms with reference to the prevailing market conditions, are fair and reasonable and are in the commercial interests of the Wheelock group, and that the Renewal Agreement was entered into in the ordinary and usual course of business of Ridge after due negotiations on an arm’s length basis with reference to the prevailing market conditions. 

REGULATORY ASPECTS           

Lane Crawford is indirectly wholly-owned by a trust of which Mr. Peter Woo is the settlor and of which certain close relatives of Mr. Peter Woo are discretionary objects.  Since Mr. Peter Woo is the chairman, a director and a substantial shareholder of Wheelock, Lane Crawford is regarded as a connected person of Wheelock under the Listing Rules, and accordingly the entry into of the Renewal Agreement constitutes a connected transaction for Wheelock.  Given that the amount of Annual Rent payable by the tenant under the Renewal Agreement is more than 0.03% but less than 3% of the latest audited consolidated net tangible asset value of Wheelock, the transaction falls under paragraph 14.25(1) of the Listing Rules for Wheelock.      

Particulars of the transaction will be disclosed in the annual report and accounts of Wheelock for the year ending 31st March, 2004 in accordance with Rule 14.25(1) (A) to (D) of the Listing Rules.







  By Order of the Directors







    Wilson W. S. Chan  







        Secretary

Hong Kong, 1st August, 2003
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