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UDL HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

PROPOSED MAJOR TRANSACTION

AND CONNECTED TRANSACTION

RATIONALIZATION OF THE CORPORATE STRUCTURE

OF THE GROUP AND PUBLICATION OF ANNUAL REPORTS

AND ACCOUNTS FOR THE YEAR ENDED 31 MARCH 1999

CHANGE OF FINANCIAL YEAR END FOR THE FINANCIAL YEAR 1999/2000 TO 31 JULY 2000

1.
Further to the announcement dated 29 February 2000 and the Circular sent to the shareholders dated 1 March 2000 ("Circular") and pursuant to the Scheme of Arrangement ("Scheme") of UDL Holdings Limited (the "Company"), the Company proceed to rationalise the corporate structure.

2.
Pursuant to the Scheme, the Company and the Scheme Participating Subsidiaries shall transfer all their unencumbered assets to Newco, whose shares are held by the Scheme Administrator, for the purpose of their realisation and distribution to the Scheme Creditors. Unencumbered Assets include shares in companies held directly or indirectly by Scheme Participating Subsidiaries.

3.
In order to protect the interest of the shareholders and not to incur the unnecessary costs and expenses relating to the liquidation of the relevant companies which was anticipated to be non recoverable, Mr. Leung Yat Tung ("Mr. Leung") a director of the Company, proposes to acquire the Disposal Companies from the Company at a nominal consideration of HK$1 through Y. T. Leung Development Company Limited, a private company wholly owned by him, through an agreement to be dated 17 July 2000 (the "Agreement") aiming to run down outstanding liabilities of Disposal Companies especially for statutory debts relating to taxes and company registration fees and to settle and discharge the huge amount of inter-company debts remain unsettled after Reorganisation of the Group with an aim to strike off the Disposal Companies eventually ("Rationalization of Group Structure"). The Disposal Companies have an aggregate amount of unaudited and unconsolidated deficiencies of approximately HK$839 million as at 31 March 2000. This constitutes a major transaction pursuant to the requirement under Chapter 14 of the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (the "Listing Rules").

4.
Y. T. Leung Development Company Limited and Mr. Leung Yat Tung are connected persons (as defined in the Listing Rules) of the Company. The entering into the Agreement with these connected persons by the Company also constitute a connected transaction for the Company under the Listing Rules.

5.
The proposed disposal of the Disposal Companies (the "Disposal") is a major transaction and constitutes connected transactions as mentioned above. The Disposal will therefore require approval of the Company's independent shareholders' excluding Mr. Leung and his associates (the "Independent Shareholders") and Mr. Leung and his associates will abstain from voting.

6.
The Company shall change its financial year end for the financial year 1999/2000 to 31 July 2000 to reflect post-reorganization financial status of the Company after the Scheme has become effective, and the Rights Issue, the Acquisition of the Asset Companies, the transfer of the Unencumbered Assets and the disposal of the Disposal Companies were completed.

7.
Further to the announcements dated 29 February 2000 and 29 April 2000 and after dismissal of the winding-up petition against the Company in late May 2000 and those against its major subsidiaries in late June 2000 as a result of the restructuring of the Group and implementation of the Scheme, the Company is now proceeding to commence audit of its final results for the year ended 31 March 1999 and for the 16-month period ended 31 July 2000 to reflect post-reorganization financial status of the Company after the Scheme has become effective, and the Rights Issue, the Acquisition of the Asset Companies, the transfer of the Unencumbered Assets and the disposal of the Disposal Companies were completed.

8.
A circular with further details of the Disposal, including amongst others, the recommendation of independent board committee, the letter of advice of the independent financial adviser, and a notice of special general meeting will be despatched to the shareholders of the Company within 21 days after the date of publication of this announcement. 

9.
Further to the announcement dated 30 May 2000, the Company shall produce the 1999 Annual Report and the 2000 Annual Report (for the 16-months ended 31 July 2000) and to produce and despatch the unaudited Interim Results for the six months ended 30 September 1999 to the shareholders and to publish the unaudited Interim Results for the six months ended 31 March 2000 as soon as practicable. Further announcement will be made when there is any material development of the matter.

10.
The Announcement of the Audited Annual Results for 1999 and 2000 (for the 16-months ended 31 July 2000) is expected to be made by the end of November 2000. 

11.
The Company acknowledges breach of requirements under paragraph 8(1) and 8(2) of the Listing Rules which require the Company to despatch the 1999 Annual Report which comprises the audited results of the Group for the year ended 31 March 1999 within five months of the financial year end of the Company respectively.

12.
The Company had already announced the Unaudited Interim Results for the six months ended 30 September 1999 on 31 May 2000. 

13.
Reference are made to the announcements dated 24 December 1999, 29 February 2000 and 29 April 2000 where the Company announced the delay in publishing its Interim Results. This constitutes a breach of paragraph 11(1) of the Listing Agreement. The Stock Exchange has indicated that it will reserve its right to take appropriate action against the Company and its directors in respect of such breach. 

A.
Rationalisation of the Corporate Structure of the Group

BACKGROUND

1.
Further to the announcements dated 29 February 2000 and 30 May 2000 respectively and the Company's circular dated 1 March 2000 (the "Circular"), and in line with the implementation of the Schemes of Arrangement of the Company and its 24 subsidiaries (the "Scheme") after they have become effective on 28 April 2000, the Company now proceeds to rationalize the corporate structure of its subsidiaries and associated companies (the "Group").

2.
Before implementation of the Scheme, the Company has nearly 110 number of subsidiaries and associated companies.

3.
Pursuant to the Scheme, the Company and the Scheme Participating Subsidiaries shall transfer all their unencumbered assets to Newco, whose shares are held by the Scheme Administrator, for the purpose of their realisation and distribution to the Scheme Creditors. Unencumbered Assets include shares in approximately 40 number of companies held directly or indirectly by the Company and the Scheme Participating Subsidiaries.

4.
Pursuant to the Scheme and the Circular, the approximately 43 nos. of other companies, being not the Company, nor the Scheme Participating Subsidiaries nor companies which shares are held directly or indirectly by Scheme Participating Subsidiaries, ("Disposal Companies") will inevitably be liquidated. 

5.
The Disposal Companies are mostly intermediate holding companies and dormant companies for miscellaneous supporting operations of the Group before the Group commenced its restructuring work.

REASON AND BENEFIT FOR THE PROPOSED MAJOR AND CONNECTED TRANSACTION

1.
During the formulation of the Scheme, it was uncertain that whether all the 24 Scheme Participating Subsidiaries could obtain approvals of the Scheme from their respective creditors. In view of the considerable amount of both outstanding debts due to external creditors and inter-company debts, that might not be dealt with under the Scheme, it was therefore considered that liquidation of those companies not joining the Scheme would be inevitable.

2.
As all the 24 Scheme Participating Subsidiaries have succeeded in obtaining approvals of the Scheme from their respective creditors, nearly all of the Group's outstanding debts due to external creditors have been dealt with by the Scheme. To maintain reputation of the Group in the construction market, its is therefore not desirable to liquidate the Disposal Companies as originally planned since this could now be avoided in the absence of significant outstanding debts due to external creditors.

3.
It takes considerable time to resolve the inter-company debts which have no real prospect of recovery. In addition, the Disposal Companies have excessive deficiency in asset value and excessive cash is required to maintain the going concern status of the Company. With the Disposal Companies remaining within the Group, the coming audited annual results for 2000 will unlikely be able to reflect the true asset value of the Group after implementation of the Scheme and the Reorganization.

4.
In order to protect the interest of the shareholders and not to incur the unnecessary costs and expenses relating to the liquidation of the relevant companies which was anticipated to be non recoverable, Mr. Leung Yat Tung ("Mr. Leung") a director of the Company, proposes to acquire the Disposal Companies from the Company at a nominal consideration of HK$1 through Y. T. Leung Development Company Limited, a private company wholly owned by him, through an agreement to be dated 17 July 2000 (the "Agreement") aiming to run down outstanding liabilities of Disposal Companies especially for statutory debts relating to taxes and company registration fees and to settle and discharge the huge amount of inter-company debts remain unsettled after Reorganisation of the Group with an aim to strike off the Disposal Companies eventually ("Rationalization of Group Structure"). The Disposal Companies have an aggregate amount of unaudited and unconsolidated deficiencies of approximately HK$839 million as at 31 March 2000. This constitutes a major transaction pursuant to the requirement under Chapter 14 of the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (the "Listing Rules").

5.
Y. T. Leung Development Company Limited and Mr. Leung Yat Tung are connected persons (as defined in the Listing Rules) of the Company. The entering into the Agreement with these connected persons by the Company also constitute a connected transaction for the Company under the Listing Rules.

6.
The basis of the determination of the said nominal consideration of HK$1.00 is based on the following factors:-

(i)
Inter-company debts due to the Disposal Companies have no real prospect of recovery and thus the Disposal Companies have excessive deficiency in asset value; and 

(ii)
To maintain the going concern status of the Disposal Companies, immediate requirement for cash in respect of statutory debts is necessary and this is not beneficial for the Company and its shareholders in view of the large deficiencies and the intention of the Board as expressed in the Circular.

GENERAL

1.
After Rationalization of Group Structure, UDL Group will only consist of UDL Holdings Limited, the 24 Scheme Participating Subsidiaries and the 2 Asset Companies. The only substantial tangible asset holding companies of the restructured Group will be UDL Holdings Limited and the 2 Asset Companies while the Scheme Participating Subsidiaries will have transferred all their assets to Newco under the terms of the Scheme. 

2.
The proposed disposal of the Disposal Companies (the "Disposal") is a major transaction and constitutes connected transactions as mentioned above. The Disposal will therefore require approval of the Company's independent shareholders' excluding Mr. Leung and his associates (the "Independent Shareholders") and Mr. Leung and his associates will abstain from voting.

3.
An independent board committee comprising the independent non-executive directors, Mr. Pao Ping Wing JP, and Ir. Mr. Cheung Yan Hong will be formed to advise the Independent Shareholders in relation to the Disposal. An independent financial adviser will be appointed to advise the independent board committee as to whether the terms of the Disposal are fair and reasonable as far as the Independent Shareholders are concerned.

4.
A circular with further details of the Disposal, including amongst others, the recommendation of independent board committee, the letter of advice of the independent financial adviser, and a notice of special general meeting will be despatched to the shareholders of the Company within 21 days after the date of publication of this announcement. 

B.
Publication of Annual Reports and Accounts for the year ended 31 March 1999


Change of Financial year end for the Financial year 1999/2000 to 31 July 2000

1.
Due to limited manpower of the Company and concentrated efforts to implement the Scheme and to oppose the winding-up petition presented by the Hong Kong & Shanghai Banking Corporation Limited for the Company as a going concern, the audit for its results for the year ended 31 March 1999 has been delayed and has not yet been carried out.

2.
In order to comply with the requirements of the Companies Act 1981 of Bermuda as amended and the Company's Bye-Laws, the Company convened a special general meeting of shareholders held on 23 November 1999 in which the following business together with the relevant resolutions was considered and approved by the shareholders:-

(a)
amendment to the Bye-Laws of the Company so that the Company was empowered to waive the requirement to table and adopt the Accounts at the 1999 annual general meeting intended to be held on or before 31 December 1999; and

(b)
tabling of the unaudited final results for the year ended 31 March 1999 dated 29 September 1999.

3.
Accordingly, the 1999 annual general meeting of shareholders was held on 21 December 1999 in which the position of the unaudited accounts for the year ended 31 March 1999 was noted and other ordinary business of the Company together with the relevant resolutions were considered and approved by the shareholders.

4.
Further to the announcements dated 29 February 2000 and 29 April 2000 and after dismissal of the winding-up petition against the Company in late May 2000 and those against its major subsidiaries in late June 2000 as a result of the restructuring of the Group and implementation of the Scheme, the Company is now proceeding to commence audit of its final results for the year ended 31 March 1999 and for the 16-month period ended 31 July 2000 to reflect post-reorganization financial status of the Company after the Scheme has become effective, and the Rights Issue, the Acquisition of the Asset Companies, the transfer of the Unencumbered Assets and the disposal of the Disposal Companies were completed.

5.
The Announcement of the Audited Annual Results for 1999 and 2000 (for the 16-months ended 31 July 2000) is expected to be made by end of November 2000. 

6.
Further to the announcement dated 30 May 2000, the Company shall produce the 1999 Annual Report and the 2000 Annual Report (for the 16-months ended 31 July 2000) and to produce and despatch the unaudited Interim Results for the six months ended 30 September 1999 to the shareholders and to publish the unaudited Interim Results for the six months ended 31 March 2000 as soon as practicable. Further announcement will be made when there is any material development of the matter.

7.
The Announcement of the Audited Annual Results for 1999 and 2000 (for the 16-months ended 31 July 2000) is expected to be made by the end of November 2000. 

8.
The Company acknowledges breach of requirements under paragraph 8(1) and 8(2) of the Listing Rules which require the Company to despatch the 1999 Annual Report which comprises the audited results of the Group for the year ended 31 March 1999 within five months of the financial year end of the Company respectively.

9.
The Company had already announced the Unaudited Interim Results for the six months ended 30 September 1999 on 31 May 2000. 

10.
Reference are made to the announcements dated 24 December 1999, 29 February 2000 and 29 April 2000 where the Company announced the delay in publishing its Interim Results. This constitutes a breach of paragraph 11(1) of the Listing Agreement. The Stock Exchange has indicated that it will reserve its right to take appropriate action against the Company and its directors in respect of such breach.

Definitions

"Asset Companies"
the Hong Kong Asset Co and the Singaporean Asset Co

"Group"
the Company and its subsidiaries (excluding KEL and its subsidiaries)

"Hong Kong Asset Co"
UDL Marine Assets (Hong Kong) Limited, a company incorporated in Hong Kong and engaged in marine engineering business, which is beneficially owned by SF Co as to 12.5% and by Mr. Leung as to 87.5%

"Listing Rules"
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited

"Major Subsidiaries"
Econo Plant Hire Company Limited, UDL Argos Engineering & Heavy Industries Company Limited, UDL Civil Contractors Limited, UDL Contracting Limited, UDL Marine Operation Limited, UDL Marine Pte Limited, UDL Ship Management Limited, all are wholly-owned subsidiary of the Company and Universal Dockyard Limited, a 98.75% owned subsidiary of the Company. These subsidiaries are trading companies for the Group's contracting, marine engineering and structural steel engineering business

"Newco"
Jade Treasure Limited, a company newly incorporated in Hong Kong with limited liability to which the Company and the Participating Subsidiaries will transfer their assets for no consideration under the terms of the Scheme

"Other Subsidiaries"
East Coast Towing Limited, Everpoint Company Limited, Exact Profit Limited, Fairking Transportation Limited, Faith On International Limited, Full Keen Investment Limited, Graceful Ease Investment Limited, Keen Yield Investment Limited, S.K. Luk Construction Company Limited, UDL Dredging Limited, UDL E&M (BVI) Limited, UDL Investment Limited, UDL Management Limited, UDL Steel Fabricators & Shipbuilders Company Limited, UDL Employment Services Limited and Wellful Time Limited, all are wholly-owned subsidiaries of the Company. They are mainly intermediate holding companies or companies running supporting operations as distinguished from the Major Subsidiaries which are trading companies running the Group's principal activities

"Participating Subsidiaries"
each of those Major Subsidiaries and Other Subsidiaries which shall have become subject to an effective Scheme of Arrangement and "Participating Subsidiary" means any one of them.

"Reorganisation"
the reorganisation of the indebtedness and commercial structure of the Group and of the capital structure of the Company in accordance with the Scheme and the Restructuring Agreement comprising:-

(i)
the transfer of the Unencumbered Assets and the new proceeds obtained from the recovery of the Accounts Receivables to Newco for no consideration and the issue of 252,306,195 New Shares to the Scheme Creditors under the provisions and terms of the Scheme;

(ii)
the Capital Reduction;

(iii)
the Share Consolidation;

(iv)
the Rights Issue; and 

(v)
the acquisition by the Company, whether directly or indirectly, from Mr. Leung and SF Co of their shares in Hong Kong Asset Co and from Mr. Leung and Mrs. Leung of their shares in Singaporean Asset Co

"Rights Issue"
the rights issue undertaken and completed by the Company on the basis of 5 Rights Shares for each consolidated share consolidated under the Share Consolidation to raise about HK$21 million at a price of HK$.010 per Rights Share offered to all the Shareholders (excluding the Scheme Creditors to whom New Shares have issued under the Scheme)

"Scheme of Arrangement"
each of the Schemes of Arrangement made respectively between each of the Company and the Subsidiaries on the one hand and their respective Creditors on the other hand which become effective on 28 April 2000.

"SF Co"
Sincere Fun Limited, a company incorporated in Hong Kong with limited liability and whose shareholders are two companies incorporated in the British Virgin Islands of both of which Mr. Leung is a director. 

"Singaporean Asset Co"
UDL Marine Assets (Singapore) Pte Limited, a company incorporated in Singapore and engaged in marine engineering business, which is 100% beneficially owned by Mr. Leung and Mrs. Leung

"Unencumbered Assets"
in relation to the Participating Subsidiaries, such of their assets as at the Effective Date as are not subject to any mortgage, charge. pledge, lien hypothecation or other encumbrance, priority or security interest, deferred purchase, title retention, leasing, sale-and-repurchase or sale-and-leaseback arrangement whatsoever and which will be transferred by them to Newco for realisation or disposal under the provisions of the Scheme, excluding, for this purpose, the Accounts Receivables, any shares held by a Participating Subsidiary in any other Participating Subsidiary and shares in companies whose value is, in the reasonable opinion of the Scheme Administrator, negligible

By Order of the Board

UDL Holdings Limited

Leung Yat Tung

Chairman

Hong Kong, 17 July 2000

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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