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DEFINITIONS

In this circular the following expressions bear the following meanings, unless the context

otherwise requires:

“Altus Capital”

“Announcement”

“associate(s)”
“Board”

“Bonds Settlement Closing”

“Business Valuation”

“CCIHL Group”

“Century City”

“Century City Group”

“Century City Ordinary Shares”

“Chest Gain”

“Consideration Shares”

“Continuing Several Guarantee”

Altus Capital Limited, an investment adviser and a dealer
registered under the Securities Ordinance (Chapter 333 of the
Laws of Hong Kong) and the independent financial adviser to
the Independent Board Committee in relation to the Stanley
Transfer, the Continuing Several Guarantee, the Paliburg
Acquisition and the Share Swap

the joint announcement dated 2nd August, 2002 made by
Century City, Paliburg and Regal

as defined in the Listing Rules
the board of Directors

the completion of the implementation of the Settlement
Proposal at which, among other things, the Existing Bonds
will be cancelled and the Property Transfer will be completed

the business valuation of certain principal operating
subsidiaries of Leading Technology as at 31st May, 2002,
carried out by Grant Sherman, an independent valuer

Century City and its subsidiaries and associated companies

Century City International Holdings Limited, a company
incorporated in Bermuda with limited liability, the ordinary
shares of which are listed on the Stock Exchange

Century City and its subsidiaries and associated companies
(excluding the Paliburg Group and the Regal Group)

ordinary shares of par value HK$0.10 each in the share capital
of Century City

Chest Gain Development Limited, a company incorporated in
Hong Kong and the owner and developer of the Stanley
Project

1,958,333,333 Regal Ordinary Shares to be issued and
allotted at a price of HK$0.24 per share under the Stanley
Transfer

the several guarantee which Paliburg has agreed to provide,
after completion of the Stanley Transfer, in respect of the 40%
of the bank borrowings of Chest Gain for the Stanley Project
pursuant to the Stanley Transfer Agreement



DEFINITIONS

“Convertible Bonds”

“Director(s)”

“Equity Issue(s)”

“Exchangeable Bonds”

“Exchange Period”

“Exchangeable Preference
Shares”

“Existing Bondholders”

“Existing Bonds”

“Final Redemption Date”

“First Vendor”

“FPDSavills”

“General Mandate”

“Grant Sherman”

“Hong Kong”

US$210,000,000 zero coupon guaranteed convertible bonds
originally due 2002 issued by PFCBL and guaranteed by
Paliburg

the director(s) of Century City

placing, rights issue and/or other kinds of equity issues which
result in new Regal Ordinary Shares being issued and allotted
in consideration for cash

US$140,000,000 32% guaranteed exchangeable bonds due
2001 issued by PIFL and guaranteed by Paliburg

the one-year period after the issue and allotment of the
Exchangeable Preference Shares under the Share Swap
Agreement

the exchangeable preference shares in two series (Series A
and Series B) in the share capital of the Paliburg Shares SPC

holders of the Existing Bonds who are independent third
parties not connected with any of the directors, chief
executive and substantial shareholders of Century City, its
subsidiaries and any of their respective associates

the Exchangeable Bonds and the Convertible Bonds

the date when the Series B mature which is 21 months after
Bonds Settlement Closing or such later date as the holders of
the Series B Bonds may approve

Grand Modern Investments Limited, a company controlled by
Mr. Lo

FPDSavills (Hong Kong) Limited, an independent property
valuer in Hong Kong for the valuation of the Stanley Project

the general mandate granted to the Directors at the annual
general meeting of Century City held on 12th June, 2002 to
issue, allot and dispose of Century City Ordinary Shares

Grant Sherman Appraisal Limited, an independent valuer in
Hong Kong for the Business Valuation

the Hong Kong Special Administrative Region of the PRC
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“Independent Board Committee”

“Independent Shareholders”

“Issuing SPCs”

“Latest Practicable Date”

“Leading Technology”

>

“Leading Technology Group’

“Listing Determination”

“Listing Rules”

“LTH Listing”

“LTH Listing Vehicle”

“LTH Option”

an independent committee of the Board comprising Mr.
Anthony Chuang, an independent non-executive Director, for
the purpose of considering and advising the Independent
Shareholders in respect of the Stanley Transfer, the
Continuing Several Guarantee, the Paliburg Acquisition and
the Share Swap

shareholders of Century City other than Mr. Lo and his
associates in the cases of the Stanley Transfer and the
Continuing Several Guarantee; or shareholders of Century
City other than Mr. Lo, Ms. Lo and their respective associates
in the cases of the Paliburg Acquisition and the Share Swap

PIFL and PFCBL, which will be the issuers of the Series A
Bonds and the Series B Bonds

22nd August, 2002, being the latest practicable date prior to
the printing of this circular for ascertaining information
contained in the circular

Leading Technology Holdings Limited, a company
incorporated in the British Virgin Islands and owned as to
50% by VPI and 50% by the First Vendor

Leading Technology and its subsidiaries

the determination of the underwritten price of the shares of
the LTH Listing Vehicle for the purposes of the LTH Listing

the Rules Governing the Listing of Securities on the Stock
Exchange

the listing of the shares of the LTH Listing Vehicle on any
recognised stock exchange, including the Growth Enterprise
Market of the Stock Exchange

any direct or indirect holding company of Leading
Technology or any other company which holds substantially
all the businesses and/or assets of the Leading Technology
Group to be established pursuant to a corporate reorganisation
for the sole purpose of the LTH Listing

the call option granted by the First Vendor to VPI giving VPI
the right to acquire the LTH Option Shares from the First
Vendor
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“LTH Option Shares”

“Master Portrait”

“Mr. Lo”

“Ms. Lo”

“New VPI Investors”

“Nice Tex”

“Paliburg”

“Paliburg Acquisition”

“Paliburg Acquisition Agreement”

“Paliburg Convertible Preference
Share(s)”

“Paliburg Group”

the 50 ordinary shares in the issued share capital of Leading
Technology directly held by the First Vendor (representing
50% of the entire issued share capital of Leading Technology
as at the Latest Practicable Date); or the shares of the LTH
Listing Vehicle representing the same effective interest as
such shares of Leading Technology

Master Portrait Limited, a company incorporated in the
British Virgin Islands which is, and until Bonds Settlement
Closing will be, an indirect wholly-owned subsidiary of
Paliburg

Mr. Lo Yuk Sui, the chairman of the boards of directors of
Century City, Paliburg and Regal

Ms. Lo Po Man, a director of certain subsidiaries of Regal and
the daughter of Mr. Lo

any person and/or corporation who/which will take up new
Paliburg Convertible Preference Shares through the First
Vendor under the VPI Placing and the Paliburg Acquisition

Nice Tex Investments Limited, a company incorporated in the
British Virgin Islands and an indirect wholly-owned
subsidiary of Paliburg

Paliburg Holdings Limited, a company incorporated in
Bermuda with limited liability, the ordinary shares of which
are listed on the Stock Exchange

the proposed acquisition of the entire issued share capital of
VPI from the VPI Shareholders (including taking the benefit
of (but not including the exercise of) the LTH Option under
the Paliburg Acquisition Agreement) by Paliburg

the conditional sale and purchase agreement dated 2nd
August, 2002 entered into between Paliburg, the Vendors and
VPI in respect of the Paliburg Acquisition

convertible non-voting preference share(s) of par value
HK$0.10 each in the share capital of Paliburg to be issued by
Paliburg to the VPI Shareholders under the Paliburg
Acquisition

Paliburg and its subsidiaries and associated companies
(excluding the Regal Group)
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“Paliburg Ordinary Share(s)”

“Paliburg Shares SPC”

“PDBVI”

“PDFL”

“PFCBL”

“PHL Group”

“PIFL”

“Property Transfer”

“PRC”

“Regal”

“Regal Group”

“Regal Ordinary Share(s)”

ordinary share(s) of par value HK$1.00 each in the share
capital of Paliburg or in other nominal value after the relevant
capital reduction of Paliburg

Almighty International Limited, a special purpose vehicle
incorporated in the British Virgin Islands, for the purposes of,
among other things, holding the Paliburg Convertible
Preference Shares and issuing the Exchangeable Preference
Shares pursuant to the Share Swap Agreement

Paliburg Development BVI Holdings Limited, a company
incorporated in the British Virgin Islands and a wholly-owned
subsidiary of Paliburg

Paliburg Development Finance Limited, a company
incorporated in Hong Kong and an indirect wholly-owned
subsidiary of Paliburg

Paliburg Finance (C.B. 2002) Limited, a company
incorporated in the British Virgin Islands which is, and until
Bonds Settlement Closing will be, an indirect wholly-owned
subsidiary of Paliburg

Paliburg and its subsidiaries and associated companies

Paliburg International Finance Limited, a company
incorporated in the British Virgin Islands which is, and until
Bonds Settlement Closing will be, an indirect wholly-owned
subsidiary of Paliburg

the proposed transfer, among other things, of the entire issued
share capitals of Soaring Star and Master Portrait to a
company to be set up and jointly owned by the Issuing SPCs

the People’s Republic of China

Regal Hotels International Holdings Limited, a company
incorporated in Bermuda with limited liability, the ordinary
shares of which are listed on the Stock Exchange

Regal and its subsidiaries and associated companies

ordinary share(s) of par value HK$0.10 each in the share
capital of Regal or in other nominal value after the relevant
capital reduction of Regal



DEFINITIONS

“Regal Shares SPC”

“Right(s) to Call”

“Right(s) to Put”

“Second Vendor”

“SDI Ordinance”

“Series A Bonds”

“Series B Bonds”

“Series B1 Bonds”

“Series B2 Bonds”

a special purpose company to be set up by the Paliburg Group
prior to Bonds Settlement Closing, which will be indirectly
wholly-owned by Paliburg, for the purpose of holding, among
other things, the SPC Regal Shares after Bonds Settlement
Closing (subject to the terms of the Series B Bonds as more
fully described in the paragraphs headed “Phased release of
the SPC Regal Shares” and “Possible early release of the SPC
Regal Shares” under the section headed “Economic and
mechanics of the Settlement Proposal” in the Letter from the
Board set out in this circular)

the right(s) to be granted to Century City in relation to the
Series A Exchangeable Preference Shares pursuant to which
Century City can require the holders of the Series A
Exchangeable Preference Shares to sell all or part of the
Series A Exchangeable Preference Shares held by them (or
their nominees) to Century City

the right(s) under both Series A and Series B Exchangeable
Preference Shares pursuant to which the holders have the
right to require Century City to acquire all or part of the
Exchangeable Preference Shares held by them (or their
nominees)

Select Wise Holdings Limited, a company controlled by
Ms. Lo

Securities (Disclosure of Interests) Ordinance (Chapter 396 of
the Laws of Hong Kong)

new bonds to be issued by the Issuing SPCs, which are freely
transferable, to the Existing Bondholders on Bonds
Settlement Closing in respect of the interests in, among other
things, the entire issued share capital of Soaring Star and
Master Portrait and with an aggregate principal value of
HKS$1 billion

the Series B1 Bonds and the Series B2 Bonds

new bonds to be issued by the Issuing SPCs, which are freely
transferable, to the Existing Bondholders on Bonds
Settlement Closing in respect of the Subject Regal Shares
under the Settlement Proposal and with an aggregate principal
value of HK$250 million

new bonds to be issued by the Issuing SPCs, which are freely
transferable, to holders of the Series B1 Bonds pursuant to the
terms thereunder
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“Settlement Proposal”

“SGM”

“Shareholder’s Loan”

“Share Swap”

“Share Swap Agreement”

“Significant Equity Issue(s)”

“Soaring Star”

a restructuring and settlement proposal in respect of the
Existing Bonds, involving, among other things, the
cancellation of the Existing Bonds, the Property Transfer and
the phrased release of the SPC Regal Shares

a special general meeting of Century City to be held at Regal
Hongkong Hotel, 88 Yee Wo Street, Causeway Bay, Hong
Kong at 12:00 noon on Wednesday, 18th September, 2002 to
approve the Stanley Transfer, the Continuing Several
Guarantee, the Settlement Proposal, the Paliburg Acquisition,
the Share Swap and the refreshing of the General Mandate

the shareholder’s loan from PDFL to Chest Gain (the principal
amount of which is estimated to be approximately HK$1,503
million) together with all interest accrued thereon outstanding
as at the date of completion of the Stanley Transfer

the transactions contemplated under the Share Swap
Agreement together with the possible acquisition of the
Exchangeable Preference Shares by Century City pursuant to
the Rights to Call and/or the Rights to Put

the conditional agreement dated 2nd August, 2002 entered
into between Century City, the Vendors and Paliburg Shares
SPC regarding, among other things, (i) the issue of the
Exchangeable Preference Shares by the Paliburg Shares SPC
to the Vendors and certain New VPI Investors for the
acquisition of Paliburg Convertible Preference Shares from
them and (ii) the transfer of the entire issued ordinary share
capital of the Paliburg Shares SPC from the First Vendor to
Century City

the Equity Issues which take place before the date falling 9
months after Bonds Settlement Closing (or such later date as
may be approved by the holders of the Series B Bonds) and
which, when aggregated with the number of Regal Ordinary
Shares issued by Regal since 9th November, 2001, result in an
aggregate issue of at least 1,200,000,000 Regal Ordinary
Shares of which at least 600,000,000 Regal Ordinary Shares
were offered to or made available for subscription by persons
other than members of the Century City Group, the Paliburg
Group, Mr. Lo and his associates

Soaring Star Investments Limited, a company incorporated in
the British Virgin Islands which is, and until Bonds
Settlement Closing will be, an indirect wholly-owned
subsidiary of Paliburg
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“SPC Regal Shares”

“Standstill Agreement”

“Standstill Security”

“Stanley Project”

“Stanley Transfer”

“Stanley Transfer Agreement”

“Stock Exchange”

“Subject Regal Share Agreement”

“Subject Regal Shares”

“Third Vendor”

the Regal Ordinary Shares held by the Regal Shares SPC from
time to time under the Settlement Proposal and includes any
other property which may be held by the Regal Shares SPC as
a result of its holdings in the Regal Ordinary Shares pursuant
to the Subject Regal Share Agreement

the standstill agreement entered into between Paliburg and
certain major holders of the Convertible Bonds on 26th April,
2002

the first fixed charge over, among other things, the entire
issued share capital of Soaring Star and Master Portrait in
favour of the Existing Bondholders provided by the Paliburg
Group in consideration of certain major holders of the
Convertible Bonds entering into the Standstill Agreement

the luxury residential property development project located at
Rural Building Lot No. 1138, Wong Ma Kok Road, Stanley,
Hong Kong

the transfer from the Paliburg Group to Regal of the entire
issued share capital of Nice Tex, which in turn effectively
owns a 40% interest in Chest Gain, and the assignment of the
Paliburg Group’s interest in the Shareholder’s Loan pursuant
to the Stanley Transfer Agreement

the conditional sale and purchase agreement dated 2nd
August, 2002 entered into between Paliburg, PDBVI and
Regal in respect of, among other things, the Stanley Transfer

The Stock Exchange of Hong Kong Limited

the agreement to be entered into between, inter alios,
Paliburg, the Regal Shares SPC and the Issuing SPCs, which
will contain provisions for, among other things, the delivery
of the SPC Regal Shares by the Regal Shares SPC to facilitate
the exchange of the Series B Bonds into such Regal Ordinary
Shares

1,896.5 million Regal Ordinary Shares to be held by the Regal
Shares SPC pursuant to the Settlement Proposal

Splendid All Holdings Limited, the ultimate beneficial owner
of which is not a connected person (as defined under the
Listing Rules) of Paliburg or Century City, and the entire
issued share capital of which is held on trust by Mr. Lo who
is also a director of this company as at the Latest Practicable
Date
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“Vendors”

“Vigers”

“VPI”

“VPI Group”

“VPI Placing”

“VPI Shareholders”
“CAD”
‘AHK$7’

“US$”

the First Vendor, the Second Vendor and the Third Vendor

Vigers (Hong Kong) Limited, an independent valuer in Hong
Kong for the valuations of Paliburg Plaza and Kowloon City
Plaza

Venture Perfect Investments Limited, a company incorporated
in the British Virgin Islands and owned by the Vendors as at
the Latest Practicable Date

VPI and its subsidiaries and associated companies

the possible placing of new shares of VPI before completion
of the Paliburg Acquisition through the First Vendor, and in
the event that such shares are issued under the VPI Placing,
the First Vendor will transfer the relevant Paliburg
Convertible Preference Shares to the New VPI Investors upon
completion of the Paliburg Acquisition

the Vendors and the New VPI Investors, if any
Canadian dollars, the lawful currency of Canada
Hong Kong dollars, the lawful currency of Hong Kong

United States dollars, the lawful currency of the United States
of America

Unless otherwise specified in this circular, US$1.00 = HK$7.8 and CAD1.00 = HK$4.907. No

representation is made that any amounts in US$ or CAD or HK$ could have been or could be

converted at such a rate or at any other rates or at all.
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International Holdings Limited
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(Chairman and Managing Director) 11 Bermudiana Road
Mr. Tommy LAM Chi Chung Pembroke
Mrs. Kitty LO LEE Kit Tai Bermuda
Mr. Jimmy LO Chun To
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place of business:
Independent non-executive Directors: 18th Floor, Paliburg Plaza
Mr. Anthony CHUANG 68 Yee Wo Street
Mr. NG Siu Chan Causeway Bay
Hong Kong

26th August, 2002

To the shareholders of Century City

Dear Sirs,

DISCLOSEABLE AND CONNECTED TRANSACTION
THE STANLEY TRANSFER BETWEEN PALIBURG AND REGAL
AND
MAJOR TRANSACTION
SETTLEMENT PROPOSAL IN RESPECT OF
THE EXCHANGEABLE BONDS AND THE CONVERTIBLE BONDS OF PALIBURG
AND
MAJOR AND CONNECTED TRANSACTIONS
THE PALIBURG ACQUISITION OF PALIBURG AND
THE SHARE SWAP OF CENTURY CITY

INTRODUCTION

The transactions

On 2nd August, 2002, Century City issued the Announcement jointly with Paliburg and Regal in
respect of, among other things, the Stanley Transfer, the Continuing Several Guarantee, the Settlement

Proposal, the Paliburg Acquisition and the Share Swap.
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On 2nd August, 2002, Paliburg and its subsidiary, PDBVI, entered into the Stanley Transfer
Agreement with Regal pursuant to which the Paliburg Group has agreed to sell and Regal has agreed
to purchase the Paliburg Group’s 40% interest in the Stanley Project and the Shareholder’s Loan in
consideration for the Consideration Shares subject to, among other things, Century City, Paliburg and
Regal obtaining the approvals of their respective independent shareholders. Under the terms of the
Stanley Transfer Agreement, Paliburg will provide the Continuing Several Guarantee after completion
of the Stanley Transfer.

Details of the terms of the Settlement Proposal have been finalised. It is expected that the
bondholders’ circulars (and the notices convening the meetings of the Existing Bondholders) will be
despatched to the Existing Bondholders on or before 9th September, 2002. Meetings of the Existing
Bondholders, with a view to seeking necessary approvals from the Existing Bondholders for the
Settlement Proposal, will be held at least 21 clear days after despatch of the relevant notices. The
Settlement Proposal involves, among other things, (i) the Property Transfer and (ii) the phased release
of the SPC Regal Shares by the Paliburg Group.

On 2nd August, 2002, Paliburg entered into the Paliburg Acquisition Agreement with the Vendors
and VPI for the acquisition of the entire share capital of VPI in issue at the completion date of the
Paliburg Acquisition Agreement. In consideration for the acquisition, Paliburg will issue 3,450 million
to 4,750 million Paliburg Convertible Preference Shares to the VPI Shareholders.

On 2nd August, 2002, Century City entered into the Share Swap Agreement with the Vendors and
the Paliburg Shares SPC. Under the Share Swap Agreement, (i) each of the Vendors and certain New
VPI Investors (if any) will sell Paliburg Convertible Preference Shares to the Paliburg Shares SPC;
(i1) the Paliburg Shares SPC will issue the Exchangeable Preference Shares to each of the Vendors and
certain New VPI Investors; and (iii) the First Vendor has agreed to sell and Century City has agreed
to acquire the entire issued ordinary share capital of the Paliburg Shares SPC at HK$8.00.

Paliburg announced on 2nd August, 2002 that it proposed to carry out a capital reorganisation,
involving the reduction of the par value of each of its ordinary shares from HK$1.00 to HK$0.01.

Regal announced on 2nd August, 2002 that it proposed to carry out a capital reorganisation,
involving the reduction of the par value of each of its ordinary shares from HK$0.10 to HK$0.01.

Listing Rules requirements

The Stanley Transfer constitutes a discloseable transaction for Century City. In addition, the
Stock Exchange is of the view that the Stanley Transfer and the Continuing Several Guarantee
constitute connected transactions for Century City and that, accordingly, approval of the Independent
Shareholders is therefore required for the Stanley Transfer and the Continuing Several Guarantee
under the Listing Rules. Mr. Lo and his associates will abstain from voting at the SGM for approving
the Stanley Transfer and the Continuing Several Guarantee.

The Settlement Proposal constitutes a major transaction for Century City. Approval of the
shareholders of Century City is required for the implementation of the Settlement Proposal under the
Listing Rules.

Mr. Lo is the controlling shareholder of Century City, the chairman of the Board and the
chairman of the board of directors of Paliburg. The First Vendor is effectively owned as to
approximately 81.7% by Mr. Lo, approximately 3.3% by the Century City Group, 10% by the Regal
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Group and 5% by an independent third party. The Second Vendor is effectively owned as to 60% by
Ms. Lo, a director of certain subsidiaries of Regal and the daughter of Mr. Lo. Mr. Lo holds the entire
issued share capital of the Third Vendor as a trustee and may have discretion over the exercise of the
voting right attaching to the entire issued share capital of the Third Vendor. The First Vendor, the
Second Vendor and the Third Vendor are connected persons of Century City. Hence, both the Paliburg
Acquisition and the Share Swap constitute major and connected transactions for Century City.
Approval of the Independent Shareholders is required for the Paliburg Acquisition and the Share
Swap. Mr. Lo, Ms. Lo and their respective associates will abstain from voting at the SGM for
approving the Paliburg Acquisition and the Share Swap.

The purposes of this circular are (i) to provide you with information relating to, among other
things, the Stanley Transfer, the Continuing Several Guarantee, the Settlement Proposal, the Paliburg
Acquisition and the Share Swap; (ii) to set out the letter from Altus Capital, the independent financial
adviser, containing its advice to the Independent Board Committee in relation to the Stanley Transfer,
the Continuing Several Guarantee, the Paliburg Acquisition and the Share Swap; (iii) to set out the
recommendation of the Independent Board Committee in relation to the Stanley Transfer, the
Continuing Several Guarantee, the Paliburg Acquisition and the Share Swap; and (iv) to convene the
SGM with a view to seeking your approval of the resolutions in relation to the Stanley Transfer, the
Continuing Several Guarantee, the Settlement Proposal, the Paliburg Acquisition, the Share Swap and
the refreshing of the General Mandate.

THE STANLEY TRANSFER

The Stanley Transfer Agreement

Date: 2nd August, 2002

Vendor: PDBVI, a wholly-owned subsidiaries of Paliburg

Purchaser: Regal

Guarantor: Paliburg, which has agreed to guarantee the due performance

and observance of all the obligations of PDBVI under the
Stanley Transfer Agreement

Assets to be transferred/assigned: the transfer of the entire issued share capital of Nice Tex and
the assignment of all the rights, title and interest of PDFL in
the Shareholder’s Loan

Consideration: HK$470 million, which shall be satisfied by Regal issuing
and allotting 1,958,333,333 new Regal Ordinary Shares to
PDBVI (or such other person(s) as PDBVI may direct) at
HK$0.24 per share

Nice Tex

Nice Tex, an indirect wholly-owned subsidiary of Paliburg, is the sole owner of a 40% interest
in the issued share capital of Chest Gain which in turn owns and develops the Stanley Project. 30%
of the issued share capital of Chest Gain is held by Extra Gain Limited, an indirect wholly-owned
subsidiary of Regal, and the remaining 30% of the issued share capital is held by an independent third
party not connected with any of the directors, chief executive and substantial shareholders of Century
City, its subsidiaries and any of their respective associates.
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Based on the audited consolidated financial statements of Paliburg as at 31st December, 2001,
the carrying value of the Paliburg Group’s 40% interest in Chest Gain was approximately HK$547.2
million, and the operating losses of Chest Gain (principally being bank loan interest expenses)
attributable to the Paliburg Group in respect of the Paliburg Group’s 40% interest in Chest Gain for
the years ended 31st December, 2000 and 31st December, 2001 were approximately HK$81.3 million
and approximately HK$51.9 million respectively. No accounting gain or loss will be recorded by
Century City as a result of the Stanley Transfer.

Paliburg currently provides a several guarantee for 40% of the bank borrowings of Chest Gain
for the Stanley Project, which amounted to approximately HK$1,004 million as at 31st December,
2001. Under the terms of the Stanley Transfer Agreement, Paliburg has agreed to provide the
Continuing Several Guarantee after completion of the Stanley Transfer. However, Paliburg’s
obligation under such guarantee will be limited to the security provided by Paliburg which currently
comprises approximately 1,384.2 million Regal Ordinary Shares (of which the bank creditors of the
Stanley Project are the major beneficiaries). Such Regal Ordinary Shares were worth approximately
HK$112.1 million and HK$116.3 million respectively based on the closing prices per Regal Ordinary
Share of the HK$0.081 as at the date of the Announcement and HK$0.084 as at the Latest Practicable
Date. Paliburg has also warranted to Regal under the Stanley Transfer Agreement that bank creditors
of the Stanley Project will have first priority sharing of not less than 75% over such security. No
counter indemnity will be provided by Regal in favour of Paliburg in respect of the Continuing Several
Guarantee provided by Paliburg.

After completion of the Stanley Transfer, Regal will not be required to fund the interest servicing
cost of the bank borrowings of Chest Gain attributable to the 40% interest of Chest Gain acquired
under the Stanley Transfer Agreement, and such payment obligation of Regal will be deferred until the
loan repayment date. As part of the terms under the Stanley Transfer Agreement, Regal will provide
an additional several guarantee in respect of the 40% of the bank borrowings of Chest Gain which will
only be called upon in the event of any default in Chest Gain’s bank borrowings for the Stanley
Project, and after the Continuing Several Guarantee has been pursued. Regal’s obligations under the
aforesaid additional guarantee will be subordinated to the existing bank loans of the Regal Group.

After completion of the Stanley Transfer, the Regal Group’s interest in Chest Gain will increase
from 30% to 70% and Chest Gain will continue to be treated as a jointly controlled entity of Regal.
CCIHL Group’s share of the post-acquisition results and reserves of the jointly controlled entity will
be included in the consolidated profit and loss account and consolidated reserves, respectively. CCIHL
Group’s interest in the jointly controlled entity will be stated in the consolidated balance sheet at its
share of net assets under the equity method of accounting, less any impairment losses.

According to the development plan of the Stanley Project, the proposed development is expected
to comprise a total of 139 luxury three-storey houses with sizes ranging from approximately 2,800
sq.ft. to 4,000 sq.ft. each. Each house will be attached with a private garden and a carport. The gross
floor area of these 139 houses are approximately 39,840 sq.m. (equivalent to approximately 428,870
sq.ft). The deluxe recreational complex is complemented with a landscaped deck of approximately
60,000 sq.ft. and elegantly decorated clubhouse of approximately 26,300 sq.ft. with ample recreational
facilities including a swimming pool and sunbath deck, a gymnasium, a multi-purpose hall and a
children play area.

The Stanley Project commenced in 1997. It has a site area of approximately 571,848 sq.ft. and
comprises two phases which are scheduled to be completed around the second quarter and fourth
quarter of 2003 respectively. The superstructure works of the Stanley Project are under way and its
construction progress is on schedule.
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Basis of consideration

The consideration for the Stanley Transfer was determined after arm’s length negotiations
between Paliburg and Regal with reference to 40% of the valuation on the Stanley Project as at 31st
May, 2002 by FPDSavill of approximately HK$2,112.8 million, the external liabilities (including
outstanding interest in arrears and estimated construction and financing costs of the Stanley Project
to be incurred) attributable to the 40% interest in the Stanley Project of approximately HK$1,590.7
million and a discount of approximately 10.0%. The valuation report for the Stanley Project is set out
in Appendix II to this circular.

The Consideration Shares

The Consideration Shares represent (i) approximately 48.6% of the issued ordinary share capital
of Regal as at the Latest Practicable Date; and (ii) approximately 32.7% of the enlarged issued
ordinary share capital of Regal upon completion of the Stanley Transfer, assuming that there will be
no change in the shareholding structure of Regal before completion of the Stanley Transfer Agreement.

The issue price of the Consideration Shares was determined after arm’s length negotiations
between Paliburg and Regal with reference to the trading prices of the Regal Ordinary Shares and the
net asset value per Regal Ordinary Share. The issue price of the Consideration Shares of HK$0.24 per
Regal Ordinary Share represents a premium of approximately 185.7% over the closing price of
HK$0.084 per Regal Ordinary Share as quoted on the Stock Exchange as at the Latest Practicable
Date, a premium of approximately 196.3% over the closing price of HK$0.081 per Regal Ordinary
Share as quoted on the Stock Exchange on 2nd August, 2002, being the date on which the Stanley
Transfer Agreement was entered into, and a premium of approximately 174.3% over the average
closing price as quoted on the Stock Exchange for the 10 trading days up to and including 2nd August,
2002, being approximately HK$0.0875 per Regal Ordinary Share. As at 31st December, 2001, the
consolidated net tangible asset value of Regal was approximately HK$4,540.5 million and the net
tangible asset value attributable to each Regal Ordinary Share, based on the total number of Regal
Ordinary Shares then in issue, was approximately HK$1.12. The issue price of the Consideration
Shares represents a discount of approximately 78.6% to the net tangible asset value per Regal
Ordinary Share as at 31st December, 2001.

The Consideration Shares shall on the date of issue rank pari passu in all respects with the Regal
Ordinary Shares then in issue.

Conditions

The completion of the Stanley Transfer Agreement is subject to the following conditions being
satisfied on or before 31st October, 2002 or such later date as shall be agreed by the parties to the
Stanley Transfer Agreement.

o approval from the shareholders of Regal, other than Mr. Lo, Paliburg and their respective
associates, for the Stanley Transfer;

o approvals from the shareholders of Century City and Paliburg, other than Mr. Lo and his
associates, for the Stanley Transfer and the Continuing Several Guarantee;

° approval from the Stock Exchange for the listing of, and permission to deal in, the
Consideration Shares;

— 14 —
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o the Stock Exchange granting to Regal a waiver from strict compliance with the minimum
public float requirement under the Listing Rules for a period commencing from the
completion of the Stanley Transfer to one month after completion of the Stanley Transfer;

o consents from the bank creditors of the Stanley Project and (if required) certain creditors
of Paliburg and Regal for the Stanley Transfer having been duly obtained; and

° consent from the remaining 30% shareholder of Chest Gain for the Stanley Transfer having
been duly obtained.

Shareholding structures of Regal and Chest Gain

The following charts illustrate, among other things, Century City’s and Paliburg’s shareholdings
in Regal and Chest Gain as at the Latest Practicable Date and immediately upon completion of the
Stanley Transfer assuming that there is no change to the shareholding structures of Paliburg and Regal
before the completion of the Stanley Transfer:

Percentage shareholdings of Century City and Percentage shareholdings of Century City and
Paliburg in Regal and Chest Gain Paliburg in Regal and Chest Gain immediately
as at the Latest Practicable Date upon completion of Stanley Transfer

Century City Century City
J 59.2% J 59.2%
Paliburg Paliburg
J 69.3% J 79.4%
40% Regal Regal
J 30% J 70%
> Chest Gain Chest Gain

— 15 —
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Reasons for the Stanley Transfer

After completion of the Stanley Transfer, the CCIHL Group will continue to participate
indirectly in the investment of the Stanley Project through its investment in Regal.

Paliburg will procure that out of the Consideration Shares, 1,896.5 million Regal Ordinary
Shares will be issued and allotted to the Regal Shares SPC upon completion of the Stanley Transfer
and will become the subject of the Subject Regal Share Agreement for the implementation of the
Settlement Proposal. The Subject Regal Shares represent (i) approximately 47.1% of the issued
ordinary share capital of Regal as at the Latest Practicable Date; and (ii) approximately 31.7% of the
then enlarged issued ordinary share capital of Regal upon completion of the Stanley Transfer. Thus,
the Stanley Transfer provides Paliburg with an opportunity to maintain an effective controlling interest
in Regal, even after the phased release of the SPC Regal Shares to the Existing Bondholders and/or
the holders of the Series B Bonds pursuant to the Settlement Proposal. Please refer to (i) the section
headed “Effect of the Stanley Transfer and the Settlement Proposal on the shareholding structure of
Regal” below for the percentage shareholding of Paliburg in Regal before and after completion of the
Stanley Transfer and (ii) the section headed “The Settlement Proposal” for the details of and reasons

for the Settlement Proposal.

The maintenance by Paliburg of a controlling interest in Regal is crucial to Regal. Mr. Lo,
through his direct and indirect interest in Century City and Paliburg, being the ultimate controlling
shareholder of Regal, (together with his immediate family members and any trust under which they
are beneficiaries) should maintain control of Regal or an event of default would occur under certain
loan obligations of Regal. The implementation of the Stanley Transfer would reduce the likelihood of

such an event of default occurring.

Listing Rules requirements

The Stanley Transfer constitutes a discloseable transaction for Century City. In addition, the
Stock Exchange is of the view that the Stanley Transfer and the Continuing Several Guarantee
constitute connected transactions for Century City and that, accordingly, approval of the Independent
Shareholders is required for the Stanley Transfer and the Continuing Several Guarantee under the
Listing Rules. Mr. Lo and his associates will abstain from voting at the SGM for approving the Stanley
Transfer and the Continuing Several Guarantee.

Based on the shareholding structure of Regal as at the Latest Practicable Date, the Regal
Ordinary Shares on public hands will fall to approximately 20.6% of the then enlarged issued ordinary
share capital of Regal upon completion of the Stanley Transfer. Regal has applied for a waiver from
the Stock Exchange from strict compliance with the minimum public float requirement under Rule
8.08 of the Listing Rules for a period commencing from the completion date of the Stanley Transfer
and ending on one month thereafter. Completion of the Stanley Transfer shall take place on or before
31st October, 2002 (or such later date as shall be agreed by the parties to the Stanley Transfer
Agreement), and accordingly, the waiver period shall be ended on or before 30th November, 2002 (or
the date falling one month after such other agreed completion date).
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THE SETTLEMENT PROPOSAL

The Standstill Agreement and Standstill Security

As explained in the joint announcement dated 16th November, 2001 made by Century City,
Paliburg and Regal, the principal terms for a proposal to settle the Existing Bonds were formulated
which certain major holders of the Convertible Bonds have indicated that in principle they are in
favour of the proposal. In the course of finalising the detailed terms of this original proposal, certain
revisions to this original proposal were negotiated which certain major holders of the Convertible
Bonds have indicated they would support in principle.

On 26th April, 2002, Paliburg entered into the Standstill Agreement with certain major holders
of the Convertible Bonds. Under the Standstill Agreement, each of such major holders of the
Convertible Bonds agreed that during the standstill period:

1. it will not take any legal action, proceedings or enforcement action against the issuers of
the Existing Bonds, being PIFL and PFCBL, and the guarantor of the Existing Bonds, being
Paliburg, in connection with the outstanding indebtedness under the Existing Bonds and
will not instruct or request the trustees of the Existing Bonds to do any of such acts; and

2. it will vote against any Existing Bondholders’ resolution requesting or instructing such
acts.

Under the Standstill Agreement, the standstill period means the period commencing from the date
of the Standstill Agreement and ending on the earlier of:

1. the date two calendar months after posting of the bondholders’ circulars by PIFL and
PFCBL to the Existing Bondholders;

2. the date of the meetings of the Existing Bondholders (or, if applicable, any adjournment
thereof) for considering the Settlement Proposal; and

3. the date on which the Standstill Agreement is terminated.

It is expected that the bondholders’ circulars (and the notices convening the meetings of the
Existing Bondholders) will be despatched on or before 9th September, 2002 and meetings of the
Existing Bondholders will be held at least 21 clear days after despatch of the relevant notices.

The Standstill Agreement may be terminated if, among other reasons (such as the occurrence of
an event or circumstance relating to (i) the timing of posting circulars to (a) the shareholders of
Paliburg and Regal and (b) the holders of the Existing Bonds, regarding the Stanley Transfer and/or
the Settlement Proposal and (ii) the delivery of certain documents in connection with the execution
of the Standstill Agreement), any other creditor of the Paliburg Group or the Regal Group institutes
(or takes any steps to continue) any legal action or proceeding or enforcement action in connection
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with any outstanding indebtedness owed by any member of the Paliburg Group or the Regal Group and
such action would reasonably be considered to be materially prejudicial to the Paliburg Group or the
Regal Group and such action or proceedings are not withdrawn or stayed within 14 days. As at the
Latest Practicable Date, the Standstill Agreement remains in full force and effect.

In consideration of the entering into the Standstill Agreement, Paliburg has provided the
Standstill Security in favour of the Existing Bondholders. The Standstill Security includes, among
other things, the first fixed charge over the entire issued share capital of Soaring Star and Master
Portrait, which are indirect wholly-owned subsidiaries of Paliburg and indirectly own the entire
interests in Paliburg Plaza and Kowloon City Plaza respectively (subject to the securitisation loan
attached).

Upon expiry of the standstill period, the major holders of the Convertible Bonds who are parties
to the Standstill Agreement will no longer be prevented from taking the actions described above,
including instructing the trustees to take enforcement action in respect of the Existing Bonds,
whereupon the Standstill Security will become enforceable, unless the Standstill Security has lapsed.
The Standstill Security will lapse if, inter alia, Paliburg has posted the bondholders’ circulars to the
Existing Bondholders in accordance with the provisions of the Standstill Agreement, and the requisite
approvals in relation to the Settlement Proposal have been obtained (including approvals of the
shareholders of Paliburg and Regal), but the Settlement Proposal are rejected by the Existing
Bondholders at duly convened meetings.

The Settlement Proposal as originally formulated in November 2001 has changed and now
involves, among other things, the Property Transfer and the phased release of the SPC Regal Shares
to the Existing Bondholders and/or the holders of the Series B Bonds.

Economics and mechanics of the Settlement Proposal

The terms of the Settlement Proposal were determined through arm’s length negotiations with the
informal steering committee of the Existing Bondholders.

The Settlement Proposal aims at settling the indebtedness under the Existing Bonds (including
the aggregate principal amount, accrued (including default) interest, redemption premium and the
guarantee in respect of the same provided by Paliburg) in full principally by the transfer of the assets
described under the paragraphs headed “The Property Transfer” and “Phased release of the SPC Regal
Shares” below. On Bonds Settlement Closing, all the outstanding Existing Bonds will be cancelled
with immediate effect and Paliburg will be released from its obligations as the guarantor of the
Existing Bonds. In return, the Series A Bonds and the Series B1 Bonds will be issued by the Issuing
SPCs to the Existing Bondholders.

It is proposed that PIFL (the issuer of the Exchangeable Bonds) and PFCBL (the issuer of the
Convertible Bonds), both presently being indirect wholly-owned subsidiaries of Paliburg, will be used
by the Existing Bondholders as the two Issuing SPCs for the issue of the Series A Bonds and the Series
B Bonds. As part of the Settlement Proposal, on or before Bonds Settlement Closing, the entire issued
share capital of the two Issuing SPCs will be transferred to a charitable trust and will then become
independent from and not connected with Century City, its subsidiaries, any of the directors, chief
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executive and substantial shareholders of Century City and its subsidiaries or any of their respective
associates. The trustee of the charitable trust will be decided by the Existing Bondholders prior to
Bonds Settlement Closing and will be a party not connected with any of the directors, chief executive

and substantial shareholders of Century City, its subsidiaries or any of their respective associates.

The charitable trust structure will involve the trustee holding the shares of the Issuing SPCs on
ultimate trust for the charity but so long as the Series A Bonds and/or the Series B Bonds are
outstanding, the holders of the Series A Bonds and/or the Series B Bonds will have rights to direct the
exercise of the voting rights attaching to the shares of the Issuing SPCs and such shares may not be
sold. The arrangement of the Issuing SPCs to be held by a charitable trust aims to dis-associate the
issuers of the Series A Bonds and the Series B Bonds (i.e. the Issuing SPCs) from the Century City
Group and the Paliburg Group. Under this arrangement, the only recourse of the holders of the Series
A Bonds and the Series B Bonds will be the assets of the Issuing SPCs.

A number of legal documents will be entered into as part of the Settlement Proposal, including,
among other things, the Subject Regal Share Agreement and other documents containing covenants
and undertakings given by, inter alios, Paliburg and the Regal Shares SPC with a view to facilitating

the exchange rights attached to the Series B Bonds.

The Property Transfer

It is proposed that PDBVI, a wholly-owned subsidiary of Paliburg, will transfer the entire issued
share capital of Soaring Star and Master Portrait to a company to be set up and jointly owned by the
Issuing SPCs. Soaring Star and Master Portrait are indirect wholly-owned subsidiaries of Paliburg
which indirectly hold the entire interests (subject to the mortgages securing the securitisation loan as
described below) in Paliburg Plaza and Kowloon City Plaza respectively. Paliburg Plaza is a 24-storey
commercial building located in Causeway Bay, Hong Kong and Kowloon City Plaza is an 11-storey
commercial building located in Kowloon City, Hong Kong. Based on the valuations carried out by
Vigers, an independent professional valuer, the market value of Paliburg Plaza was estimated to be
approximately HK$650 million and that of Kowloon City Plaza was approximately HK$1,830 million,
in each case as at 31st May, 2002. The valuation report for the two properties is set out in Appendix

III to this circular.

As at 31st December, 2001, the aggregate unaudited consolidated deficiency in net tangible
assets of Soaring Star and Master Portrait was approximately HK$1.9 billion.

The aggregate proforma unaudited consolidated losses both before and after taxation of Soaring
Star and Master Portrait for the year ended 31st December, 2000 were approximately HK225.2
million. The aggregate unaudited consolidated losses both before and after taxation of these two
companies for the year ended 31st December, 2001 were approximately HK$689.8 million. Soaring
Star was activated in 2000 as the holding company of its present subsidiary, Treasure Spot Investments
Limited, and therefore the aggregate consolidated financial information of Soaring Star and Master
Portrait for the full financial year of 2000 was prepared on a proforma basis.
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Paliburg Plaza and Kowloon City Plaza have been mortgaged to secure a securitisation loan to
the wholly-owned subsidiaries of Soaring Star and Master Portrait which, as at 31st December, 2001,
had a principal amount outstanding of approximately HK$1,217.0 million (which does not include the
Paliburg Group’s investment in related debt instruments). Pursuant to the Property Transfer, the
Paliburg Group’s effective interests in Paliburg Plaza and Kowloon City Plaza, subject to the said
mortgages and together with the securitisation loan, will be transferred to the Issuing SPCs by
transferring the entire issued share capital of Soaring Star and Master Portrait to the company jointly
owned by the Issuing SPCs mentioned above. The relevant shareholder’s loans to the subsidiaries of
Soaring Star and Master Portrait as well as the Paliburg Group’s investment in the debt instruments
issued to fund part of the securitisation loan (with an aggregate amount of approximately HK$3,542.5
million as at 31st December, 2001) will also be transferred to the company jointly owned by the
Issuing SPCs as part of the Settlement Proposal.

As at the Latest Practicable Date, certain members of the Paliburg Group provide leasing and
property management services in relation to Paliburg Plaza and Kowloon City Plaza and corporate
management services to their holding companies. These Paliburg Group members will on or prior to
Bonds Settlement Closing cease to provide such services.

Certain subsidiaries of the Century City have been leasing spaces, and will continue to have the
right to lease such spaces after Bonds Settlement Closing, in Paliburg Plaza. Upon Bonds Settlement
Closing, Century City, Paliburg and Regal will undertake with the Issuing SPCs that Century City,
Paliburg, Regal and their subsidiaries and associated companies will continue to lease sufficient
premises as are required for their operations in Paliburg Plaza and Kowloon City Plaza at normal
market rates.

On Bonds Settlement Closing, the Issuing SPCs will issue to the Existing Bondholders the Series
A Bonds which are secured on, and which derive economic value from, the entire issued share capital
of Soaring Star and Master Portrait. The Series A Bonds are freely transferable but will not be listed
on any stock exchange.

Phased release of the SPC Regal Shares

It is proposed that, out of the Consideration Shares, 1,896.5 million Regal Ordinary Shares will
be issued and allotted to the Regal Shares SPC upon completion of the Stanley Transfer and will
become the subject of the Subject Regal Share Agreement upon Bonds Settlement Closing. The
Paliburg Group will be the sole shareholder of the Regal Shares SPC and will have the power to
appoint directors to the board of directors of the Regal Shares SPC.

On Bonds Settlement Closing, the Issuing SPCs will issue the Series B1 Bonds (of HK$1,000
each in principal amount) to the Existing Bondholders. The Series B1 Bonds will mature on the Final
Redemption Date, when they will be redeemed by requiring the Regal Shares SPC to deliver pro rata
amounts of the SPC Regal Shares to the holders of the Series B1 Bonds. On each of the dates falling
12, 15 and 18 months after Bonds Settlement Closing, the principal amount of each Series B1 Bond
will be reduced by HK$250 and on each such day corresponding to each such reduction a Series B2
Bond of HK$250 each in principal amount will be issued by the Issuing SPCs. Each Series B2 Bond
can, at any time after issue, be redeemed at the option of the holder thereof by taking delivery from
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the Regal Shares SPC of a pro rata amount of the SPC Regal Shares. All Series B2 Bonds outstanding
at the Final Redemption Date will be redeemed by delivery from the Regal Shares SPC of the pro rata
amounts of the SPC Regal Shares. The Series B Bonds are freely transferable but will not be listed
on any stock exchange.

Under the Subject Regal Share Agreement, the Regal Shares SPC will agree to deliver such SPC
Regal Shares to the relevant holders of the Series B Bonds or as they may direct to facilitate the
redemption of the Series B Bonds by the Issuing SPCs as described above. If the relevant holders of
Series B Bonds have not given the required certificates of non-US beneficial ownership, the relevant
SPC Regal Shares will be delivered to a selling agent for sale. In addition, under a separate legal
document the Regal Shares SPC will charge, as security for its obligations under the Subject Regal
Share Agreement, all the SPC Regal Shares in favour of a security trustee for the benefit of the Issuing
SPCs.

Possible early release of the SPC Regal Shares

(a) partial release of the SPC Regal Shares to the Issuing SPCs

The Regal Shares SPC will, at any time up to 30 days after completion of the Stanley
Transfer, have the right to procure the transfer of a sufficient number of SPC Regal Shares from
time to time to the Issuing SPCs, only to the extent such transfer would restore the public float
of Regal to the minimum level required by the Listing Rules, pending release of such transferred
shares to the holders of the Series B Bonds pursuant to the Subject Regal Shares Agreement. The
Regal Ordinary Shares so held by the Issuing SPCs will be subject to certain restrictions in
relation to their voting rights and transferability similar to those applicable to the SPC Regal
Shares set out in this section. In the absence of other factors, it is not expected that the Issuing
SPCs will become substantial shareholders of Regal under the present structure of the Settlement
Proposal.

(b) full early redemption of the Series B Bonds

The Regal Shares SPC will have the right to transfer all the SPC Regal Shares to the
relevant holders of the Series B Bonds or as they may direct at any time before the Final
Redemption Date whereupon the Subject Regal Share Agreement will terminate, save that the
restrictions as described under the sub-section headed “Restrictions on connected party

transactions and fund raising” below will still apply during the restricted period.

In certain circumstances, the holders of Series B Bonds are entitled to request the Issuing
SPCs to redeem the Series B Bonds in full prior to the Final Redemption Date; in particular, if
a Significant Equity Issue does not take place before the date falling 9 months after Bonds
Settlement Closing (or such later date as the holders of the Series B Bonds may approve) or there
occurs a breach by Paliburg and/or the Regal Shares SPC of any of their obligations under the
Subject Regal Share Agreement.
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Cash options available to the holders of the Series B Bonds

(a) on the Final Redemption Date/upon full early redemption:

Pursuant to the terms and conditions of the Series B Bonds, if at any time after Bonds Settlement
Closing, the percentage shareholding represented by the Subject Regal Shares falls below 14.5% of
the then issued ordinary share capital of Regal (on a fully diluted basis), holders of the Series B Bonds
may elect at the Final Redemption Date or full early redemption (as the case may be) to receive cash
in lieu of delivery of SPC Regal Shares, in full redemption of all the then outstanding Series B Bonds,
at an amount equal to HK$0.10 per SPC Regal Share which would otherwise be delivered to the
relevant bondholders. Upon holders of the Series B Bonds electing for this cash redemption option,
pursuant to the Subject Regal Share Agreement, Paliburg is required to acquire such number of the
Subject Regal Shares in respect of which holders of the Series B Bonds have exercised the cash
redemption option.

(b) prior to the Final Redemption Date:

Holders of the Series B Bonds may exercise their early cash redemption option if any of the
following events occurs prior to the Final Redemption Date or the date when a full early redemption
would take place:

1.  where the Paliburg Group wish to acquire Regal Ordinary Shares from third party vendors,
and notify the Issuing SPCs of its intention, Paliburg may offer holders of the Series B
Bonds the option to redeem a specific amount of the Series B Bonds at an offer price
equivalent to the price the Paliburg Group is willing to acquire Regal Ordinary Shares in
the market; or

2. where the Paliburg Group has acquired Regal Ordinary Shares from third party vendors in
excess of:

(i) 100 million Regal Ordinary Shares (the “Permitted Level”) in any of the Record
Periods (as defined below) (calculated on a net basis after deducting any Regal
Ordinary Shares disposed of in that Record Period), under the Subject Regal Share
Agreement, Paliburg will be obliged to acquire such number of SPC Regal Shares over
which the holders of the Series B Bonds have elected to exercise this early cash option
and, assuming exercise of the election in full, will be equivalent to the amount by
which the said Regal Ordinary Shares acquired from third party vendors exceeds the
Permitted Level at an offer price equivalent to the weighted average price paid by the
Paliburg Group for Regal Ordinary Shares acquired during the relevant Record Period;

(i) the Permitted Level, and the amount by which it so exceeds the Permitted Level, when
aggregated with the amount(s) of Regal Ordinary Shares acquired by the Paliburg
Group exceeded the Permitted Level in any of the previous Record Periods, is more
than 100 million Regal Ordinary Shares, under the Subject Regal Share Agreement,
Paliburg will be obliged to acquire from such number of SPC Regal Shares over which
the holders of the Series B Bonds have elected to exercise this early cash option and,
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assuming exercise of the election in full, will be equivalent to the total number of
Regal Ordinary Shares acquired by the Paliburg Group since Bonds Settlement
Closing and then held (that is after taking into account any Regal Ordinary Shares
since disposed of) at an offer price equivalent to the weighted average price paid by
the Paliburg Group for Regal Ordinary Shares acquired during the previous 6 months.
In this case, the cash option as set out in (i) above will no longer be exercisable.

“Record Period” means each of the following periods:

(A) commencing on Bonds Settlement Closing and ending on the date falling six months
thereafter;

(B) commencing on the first day after the end of the first Record Period and ending on the
date falling twelve months after Bonds Settlement Closing;

(C) commencing on the first day after the end of the second Record Period and ending on
the date falling eighteen months after Bonds Settlement Closing;

(D) commencing on the first day after the end of the third Record Period and ending on
the date falling twenty-one months after Bonds Settlement Closing.

In all the above cases, the consideration received from such disposal of the SPC Regal Shares
by the Regal Shares SPC will be paid to the relevant holders of the Series B Bonds for redemption
of the Series B Bonds corresponding to the SPC Regal Shares so sold to the Paliburg Group.

Restrictions on connected party transactions and fund raising

Under the Subject Regal Share Agreement, Paliburg will undertake that it shall use all reasonable
endeavours (including the exercise of voting rights attached to the SPC Regal Shares) to procure that
(1) no “connected party transactions” (as defined below) will be entered into by any member of the
Regal Group prior to exchange or redemption in full of the Series B Bonds and thereafter during the
restricted period; and (ii) there will be no Equity Issue carried out by Regal during the restricted
period, in each case without the prior approval of the holders of the Series B Bonds. The restricted
period varies from a 3-month period after the Final Redemption Date to a maximum of a 6-month
period after any full early redemption depending on when the full redemption (at maturity or early)
takes place.

Save as provided below, a “connected party transaction” under the Subject Regal Share
Agreement shall be the same as a “connected transaction” as defined under the Listing Rules. Pursuant
to the Subject Regal Share Agreement, any transaction to which Regal or its subsidiaries is a party
involving assets previously owned by the Paliburg Group in the two years prior to Bonds Settlement
Closing shall be deemed to be “connected party transactions” for Regal purely for the purposes of the
above restrictions under the Subject Regal Share Agreement. However, any transaction of a revenue
nature on arm’s length commercial terms and in the ordinary and usual course of business shall not
be considered to be a “connected party transaction” for Regal solely for the purposes of the above
restrictions under the Subject Regal Share Agreement.
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Voting rights of the SPC Regal Shares

Subject to the restrictions set out under the sub-section headed “Restrictions on connected party
transactions and fund raising” above and the further restrictions as described below, the voting rights
attached to the SPC Regal Shares shall be exercised in accordance with the instructions of Paliburg
which indirectly owns the Regal Shares SPC until such time as the SPC Regal Shares are released to
the holders of the Series B Bonds.

Under the Subject Regal Share Agreement, the Regal Shares SPC will undertake that should a
material adverse event (as defined below) occur and be continuing, the voting rights attached to the
SPC Regal Shares will only be exercisable, where such exercise is in relation to the action or omission

(or proposed action or omission) which is the subject of the material adverse event, at the direction
of the holders of the Series B Bonds.

A “material adverse event” as referred to in the preceding paragraph will have occurred where
there is, or is reasonably likely to be, a material adverse effect on the market value of the SPC Regal
Shares (but which, for the avoidance of doubt, need not necessary affect the market price of the Regal
Ordinary Shares quoted on the Stock Exchange) resulting from an action taken or proposed to be taken
by Regal (whether or not requiring shareholders’ approval) or omission or proposed omission of
Regal, but excluding where the material adverse effect is caused by:

1.  the deteriorating ordinary course trading performance or deteriorating general financial
condition of Regal (other than where such deterioration results from any specific act or
omission taken or omitted to be taken by Regal);

2. an act or omission taken or omitted to be taken at the specific instruction of, or to meet the
requirements of, creditors of Regal; or

3. a write-down of assets in the books of Regal or a write-off following a disposal of assets
on an arm’s length basis, or other accounting adjustment which does not affect the real
market value of the Regal Group (though which may technically affect its net asset value).

In the event a “material adverse event” is triggered, Century City will make an announcement
as and when required under the Listing Rules.

Equity Issues

As set out in the paragraph headed “Possible early release of the SPC Regal Shares” above,
unless Regal carries out a Significant Equity Issue before the date falling 9 months after Bonds
Settlement Closing (or such later date as the holders of the Series B Bonds may approve), full early
redemption of the Series B Bonds will take place. A number of factors including, among other things,
the then market conditions, and funding requirements, will be taken into account by the board of
directors of Regal when determining the form and size of Equity Issues that should be carried out (if
at all).
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Shareholders of Century City should note that Equity Issues may or may not take place
before the date falling 9 months after Bonds Settlement Closing (or such later date as the holders
of the Series B Bonds may approve). Even if Equity Issues take place, there is a risk that they
may not be in sufficient quantities so that a Significant Equity Issue will occur.

Regal will make further announcement if and when required under the Listing Rules in respect

of any Equity Issue which may be carried out in the future.

Dividends, distribution and further assets derived from the SPC Regal Shares

Should the Regal Shares SPC receive any dividend or distribution in connection with the SPC
Regal Shares (other than in the form of further Regal Ordinary Shares) or any assets or securities
issued or transferred to the Regal Shares SPC as the holder of the SPC Regal Shares pursuant to any
scheme of arrangement, reorganisation, amalgamation or reconstruction of any company or
companies, the Regal Shares SPC will procure equivalent payments to the holders of the Series B
Bonds that mirror such dividend or distribution. Any further Regal Ordinary Shares received in respect
of the SPC Regal Shares shall be retained by the Regal Shares SPC and form part of the SPC Regal
Shares.

Establishing reserve accounts

On Bonds Settlement Closing, Paliburg will also pre-fund other separate reserve accounts for
each of the Series A Bonds and the Series B Bonds for payment of fees and expenses to be incurred
incidental to the issue of such new bonds. In the event that the amounts standing to the credit of any
of the reserve accounts at any time proves insufficient to cover any fees and expenses due and payable
in relation to the relevant series of the new bonds, Paliburg will undertake to contribute the necessary

further funds at the relevant time until all the Series A and Series B Bonds have been redeemed.

Conditions precedent

Implementation of the Settlement Proposal is conditional on, among other things, the following:

o approvals from the Existing Bondholders for the Settlement Proposal;

° approvals from the shareholders of Century City and Paliburg for the Settlement Proposal;

° completion of the Stanley Transfer; and

° consents from certain creditors of the Paliburg Group in respect of the Settlement Proposal

(if required).
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Reasons for the Settlement Proposal

As at 31st December, 2001, the aggregate principal amount, redemption premium and accrued
(including default) interest outstanding on the Exchangeable Bonds and the Convertible Bonds
amounted to approximately HK$3,646.4 million, comprising approximately HK$1,291.3 million in
respect of the Exchangeable Bonds and approximately HK$2,355.1 million in respect of the
Convertible Bonds. The Exchangeable Bonds matured on 6th February, 2001. Neither PIFL nor
Paliburg paid the outstanding principal amount, redemption premium and accrued (including default)
interest on the Exchangeable Bonds upon maturity. Default of payment on maturity of the
Exchangeable Bonds also caused cross-default of the Convertible Bonds. The Settlement Proposal is
proposed by Paliburg to settle all the outstanding indebtedness of the Paliburg Group in relation to the
Existing Bonds in full. Century City estimates that accounting profits before minority interests of

approximately HK$2 billion will be recorded by Century City as a result of the Settlement Proposal.

Based on the audited consolidated accounts of Paliburg as at 31st December, 2001, the Paliburg
Group’s indebtedness will be reduced by approximately HK$4,863.4 million (including approximately
HK$3,646.4 million in relation to the Existing Bonds and approximately HK$1,217.0 million in
relation to the securitisation loan in respect of Paliburg Plaza and Kowloon City Plaza) as a result of
the completion of the Settlement Proposal. Reduction in the indebtedness of the Paliburg Group also
reduces its future interest cost burden. Paliburg is a major listed subsidiary of Century City. The
Directors believe that the financial position of the Paliburg Group and in turn the CCIHL Group will
be improved through the implementation of the Settlement Proposal.

Existing Bondholders’ approvals

It is expected that an information memorandum, bondholders’ circulars and the notices
convening the meetings of the Existing Bondholders will be despatched to the Existing Bondholders
on or before 9th September, 2002. It is expected that the Existing Bondholders’ meetings considering
and approving the Settlement Proposal will be held at least 21 clear days after despatch of the relevant
notices.

Certain major holders of the Convertible Bonds holding an aggregate principal amount of
approximately 65% of the outstanding aggregate principal amount of the Convertible Bonds have
indicated in principle they are in favour of the Settlement Proposal.

Listing Rules requirements

The Settlement Proposal constitutes a major transaction for each of Century City and Paliburg.
Approvals of the respective shareholders of Century City and Paliburg are required for the
implementation of the Settlement Proposal under the Listing Rules. Mr. Lo and his associates, in the
capacity as shareholders of Century City and Paliburg, do not have any interest in the Settlement
Proposal which is different from that of the other shareholders of Century City and Paliburg. No
shareholders of Century City are required to abstain from voting at the SGM and the special general
meeting of Paliburg in respect of the Settlement Proposal.
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EFFECT OF THE STANLEY TRANSFER AND THE SETTLEMENT PROPOSAL ON THE
SHAREHOLDING STRUCTURE OF REGAL

The following table illustrates the effect of the Stanley Transfer and the Settlement Proposal
upon the shareholding structure of Regal assuming that there will be no change in the shareholding
structure of Regal before completion of the Stanley Transfer based on the shareholding structure of
Regal as at the Latest Practicable Date, and before release of all the SPC Regal Shares:

Upon completion of the
As at the Latest Stanley Transfer and After release of all the
Practicable Date Bonds Settlement Closing SPC Regal Shares

Number of Regal Number of Regal Number of Regal
Ordinary Shares Ordinary Shares Ordinary Shares
million % million % million %
Paliburg 2,793.7 69.3 2,855.5 47.7 2,855.5 47.7
Regal Shares SPC — — 1,896.5 31.7 — —
Mr. Lo and his associates 2.6 0.1 2.6 0.0 2.6 0.0
Other directors of Regal 1.5 0.0 1.5 0.0 1.5 0.0
Public:
Holders of the Series
B Bonds — — — — 1,896.5 31.7
Other shareholders
of Regal 1,231.0 30.6 1,231.0 20.6 1,231.0 20.6
Total 4,028.8  100.0 5,987.1  100.0 5,987.1  100.0

Assuming that the issue of Consideration Shares will be the only change to the shareholding
structure of Regal, immediately upon completion of the Stanley Transfer and Bonds Settlement
Closing, Paliburg’s economic interest in Regal will decrease from approximately 69.3% to
approximately 47.7%. However, Regal will continue to be a subsidiary of Paliburg as Paliburg will
continue to hold over 50% of the then voting rights of Regal (including the voting rights (subject to
certain restrictions as described above) held by the Paliburg Group through the Regal Shares SPC).
Paliburg does not contemplate that there will be any substantial change in the composition of the board
of directors of Regal immediately upon completion of the Stanley Transfer and Bonds Settlement
Closing. Upon all the SPC Regal Shares being released to the holders of the Series B Bonds, the
percentage voting rights of Regal held by Paliburg will decrease from approximately 79.4% to
approximately 47.7%. After approximately 1,758.5 million Regal Ordinary Shares have been released
to the holders of the Series B Bonds (possibly on the Final Redemption Date or the date of full early
redemption of the Series B Bonds takes place), and if there is otherwise no change in Paliburg’s
shareholding interest in Regal, Paliburg will then hold less than 50% of the voting rights of Regal and
Regal will possibly cease to be a subsidiary of Paliburg.
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Regal is a listed major subsidiary of Paliburg which, in turn, is a listed major subsidiary of
Century City. The Regal Group is principally engaged in hotel ownership and management, property
investment and other investments, including investment and trading in marketable securities, in Hong
Kong, China and Canada. The audited consolidated net tangible asset value of Regal as at 31st
December, 2001 was approximately HK$4,540.5 million. The audited consolidated losses before and
after taxation of Regal for the year ended 31st December, 2000 were approximately HK$334.4 million
and approximately HK$349.5 million respectively, and those for the year ended 31st December, 2001
were approximately HK$515.2 million and approximately HK$515.1 million respectively.

Apart from engaging in the hotel operations business through its investment in Regal, the CCIHL
Group will continue to focus on the businesses of property development and management,
construction and construction related businesses and will strengthen and expand its business base
through the Paliburg Acquisition by Paliburg (as described below).

THE PALIBURG ACQUISITION

The Paliburg Acquisition Agreement

On 2nd August, 2002, Paliburg, the Vendors and VPI entered into the Paliburg Acquisition
Agreement. Under the Paliburg Acquisition, Paliburg has agreed to acquire the then entire issued share
capital of VPI at the completion date of the Paliburg Acquisition Agreement from the VPI
Shareholders.

Assets to be acquired

Paliburg has agreed to acquire all the shares of VPI in issue at the completion date of the Paliburg
Acquisition Agreement, including such shares in issue as at the Latest Practicable Date and all the new
shares of VPI that may be issued under the VPI Placing. After completion of the Paliburg Acquisition,
VPI will become a wholly-owned subsidiary of Paliburg. The VPI Placing will be carried out through
the First Vendor. This arrangement aims at simplifying the structures and facilitating the executions

of the Paliburg Acquisition and the Share Swap (as described below).

VPI is an investment holding company which holds a 50% interest in Leading Technology. Apart
from its investment in the Leading Technology Group, as at the Latest Practicable Date, VPI also
through its wholly-owned subsidiaries, being Capital Billion International Limited and Power Faith
Investments Limited, held approximately HK$70 million in cash (mainly in the form of fixed deposits
which are not subject to any charge). The cash balance may increase as a result of the VPI Placing and
the purchase consideration payable by Paliburg may increase accordingly as described in the

paragraph headed “Consideration” below in more details.
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The diagram below shows the simplified group structure of VPI as at the Latest Practicable Date.

First Vendor Second Vendor Third Vendor
79.7% (27,500 shares) 14.5% (5,000 shares) 5.8% (2,000 shares)
VPI (34,500 shares in issue)
50% 50% 100%

Capital Billion International Limited and
Power Faith Investments Limited

Leading Technology holding an aggregate cash balance of
approximately HK$70 million
|
|
:-_______________I ____atgﬁbutable
1 100% I 95% (Note) merest
| |
Shenzhen Leading
303 Compan
Limite% y Technollgrgrifitggmpany

Note:

The remaining 5% interest is held by an independent third party not connected with any directors, chief

executive, substantial shareholders of Century City, its subsidiaries and any of their respective associates.

The Leading Technology Group is principally engaged in the design, development, integration

and distribution of innovative and technologically advanced security and building related systems,

software and products in the Greater China region. The core business of the Leading Technology

Group can be principally categorised into offline security business, online security business and

intelligent building business. Offline security business includes biometric security systems that

integrate biometric and information technology in access control and security systems. Online security

business includes “Security Application Software” that incorporates biometric security technology

systems into the Internet and network technologies and applications, as well as the integration of the

security system into other computer application software, and software customisation and localisation.

Intelligent building business is an application and integration of security systems and conventional

intelligent building systems for residential, office, hotel, commercial or industrial buildings.
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VPI is a holding company and was incorporated in April 2002. The Leading Technology Group
commenced business in 1998. The Leading Technology Group soft launched its security system related
product in late 2001. The audited proforma consolidated net profits of the Leading Technology Group
was approximately HK$13.5 million for the period from its incorporation date (being 12th January,
2001) to 30th June, 2002. As at 30th June, 2002, the audited consolidated net asset values of the VPI
Group and the Leading Technology Group were approximately HK$403.5 million and approximately
HK$137.1 million respectively.

The LTH Option

Pursuant to the Paliburg Acquisition Agreement, the First Vendor will grant the LTH Option to
VPI for acquiring all or part of the LTH Option Shares from the First Vendor on the following terms:

1. if the LTH Option is exercised within one year from the completion of the Paliburg
Acquisition and the Listing Determination has not taken place, VPI can acquire any of the
LTH Option Shares from the First Vendor at a price equivalent to 50% of the valuation
attributable to the relevant LTH Option Shares under the Business Valuation; the
consideration for the relevant LTH Option Shares can be settled in cash and/or by way of
issue and allotment of new Paliburg Ordinary Shares to the First Vendor (based on average

closing price of the preceding 20 trading days); or

2. if the Listing Determination has taken place within one year from the completion of the
Paliburg Acquisition, VPI can acquire from the First Vendor any of the LTH Option Shares
at a price based on 50% of the aggregate underwritten price (which should normally be the
relevant offer price) attributable to the relevant LTH Option Shares; the consideration for
the relevant LTH Option Shares shall only be settled in cash; or

3. if the LTH Option is exercised after one year from the completion of the Paliburg
Acquisition and the Listing Determination has not taken place, VPI can acquire from the
First Vendor the LTH Option Shares at a nominal price of HK$1.00 in cash.

The LTH Option is exercisable in whole or in part and will expire on the earlier of (i) the date
13 months after the completion of the Paliburg Acquisition and (ii) 5 business days after the Listing

Determination.

Century City and Paliburg will comply with the relevant requirements of the Listing Rules in the

event when the LTH Option is exercised.
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Consideration

The consideration for the Paliburg Acquisition shall be HK$10,000 per share of VPI which shall
be in issue as at the completion date of the Paliburg Acquisition Agreement (including 34,500 shares
of VPI in issue as at the Latest Practicable Date and up to 13,000 new shares of VPI that may be issued
under the VPI Placing) subject to an aggregate maximum of HK$475 million. The consideration was
determined after arm’s length negotiations and with reference to the basis of the issue of the shares
of VPI as follows:

1. the 27,500 shares of VPI issued to the First Vendor at HK$10,000 each for the acquisition
of a 50% interest in Leading Technology with an agreed value of HK$275 million,
representing a discount of approximately 17.5% to 50% of the Business Valuation of
HK$333.5 million (please refer to Appendix IV to this circular for the Business Valuation);

2. the 5,000 shares of VPI issued to the Second Vendor and 2,000 shares of VPI issued to the
Third Vendor at HK$10,000 each for the acquisition of two wholly-owned subsidiaries
having a total cash balance of HK$70 million; and

3. not more than 13,000 new shares of VPI that may be issued under the VPI Placing and,
unless with the consent of Paliburg, the subscription price per share will not be less than
HK$10,000 in cash.

Paliburg will issue the Paliburg Convertible Preference Shares at an issue price of HK$0.10 each
to the Vendors (or any of their respective nominees) to satisfy the consideration. Each Paliburg
Convertible Preference Share can be converted into one Paliburg Ordinary Share (subject to
adjustment). Upon completion of the Paliburg Acquisition, Paliburg will issue 2,750 million Paliburg
Convertible Preference Shares to the First Vendor (or its nominee), and 500 million and 200 million
Paliburg Convertible Preference Shares respectively to the Second Vendor and the Third Vendor (or
their respective nominees), and may issue up to 1,300 million Paliburg Convertible Preference Shares
to the First Vendor (on behalf of the New VPI Investors). Paliburg has been advised by the First
Vendor that an in-principle underwriting arrangement has been made by an underwriter to subscribe
for new shares of VPI effectively at a price of HK$10,000 each and for an aggregate consideration of
not less than HK$30 million (i.e. not less than 3,000 new shares of VPI).

Based on the number of VPI shares which will be acquired by Paliburg under the Paliburg
Acquisition ranging from 34,500 to 47,500, the total consideration will be ranging from HK$345
million to HK$475 million and Paliburg will issue 3,450 million to 4,750 million Paliburg Convertible
Preference Shares to the Vendors.

The Paliburg Convertible Preference Shares are non-voting and are freely transferable but will
not be listed on any stock exchange. Each Paliburg Convertible Preference Share can be converted into
one Paliburg Ordinary Share (subject to adjustment) at any time within 3 years after completion of the
Paliburg Acquisition. At the end 