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SOUNDWILL HOLDINGS LIMITED 

(Incorporated in Bermuda with limited liability)

MAJOR TRANSACTION --- SHARES SUBSCRIPTION AGREEMENTS

SUMMARY

The Board is pleased to announce that on 28th February 2002 Soundwill (BVI), Well Pacific, Super Keep and the Investor entered into (i) the Well Pacific Shares Subscription Agreement; and (ii) the Super Keep Shares Subscription Agreement respectively.

Pursuant to the Well Pacific Shares Subscription Agreement, Soundwill (BVI) will effect the Well Pacific Re-Organization Scheme under which:

(i)
Well Pacific will issue and the Investor will subscribe for the Well Pacific New Ordinary Shares at the par value of HK$1.00 each;

(ii)
the Well Pacific Existing Ordinary Shares will be converted into Well Pacific New Deferred Shares; and

(iii)
Well Pacific will grant the Option to the Investor to acquire the Well Pacific Existing Deferred Shares and the Well Pacific New Deferred Shares at a consideration of HK$1.00 within a period of 12 months from the Well Pacific Completion.

(iv)
Soundwill (BVI) will assign to the Investor the loan as at the Well Pacific Completion (the amount as at the date hereof is approximately HK$263,293,000.00) due by Well Pacific to Soundwill (BVI) for a price of HK$1.00 upon the Well Pacific Completion.

After the Well Pacific Completion, other than the Well Pacific Existing Deferred Shares and Well Pacific New Deferred Shares (subject to the Option), Soundwill (BVI) will not have any interest in Well Pacific.

In consideration for Soundwill (BVI) to effect the Well Pacific Re-Organization Scheme, the Investor will pay to Soundwill (BVI) a consideration of HK$300,000,000.00 in cash.

Pursuant to the Super Keep Shares Subscription Agreement, Soundwill (BVI) will effect the Super Keep Re-Organization Scheme under which:

(i)
Super Keep will issue and the Investor will subscribe for the Super Keep New Ordinary Shares; and

(ii)
the Investor will grant the Loan to Super Keep.

After the Super Keep Completion, Soundwill (BVI) will hold 50% of the enlarged issued ordinary shares of Super Keep.

In consideration for Soundwill (BVI) to effect the Super Keep Re-Organization Scheme, the Investor will pay to Soundwill (BVI) a consideration of HK$10,000,000.00 in cash.

The Transactions constitute a major transaction of the Company under the Listing Rules and is subject to the approval by the shareholders of the Company in a special general meeting.

The Company has obtained a written consent from Ko Bee Limited, its controlling shareholder, which has no interest in the Transactions save for its interest in approximately 55.82% of the issued share capital of the Company. An application has been made by the Company to the Stock Exchange to accept the said written consent of Ko Bee Limited in lieu of a special general meeting, which if convened no person is required to abstained from voting, to consider and approve the Transactions pursuant to Rule 14.10 of the Listing Rules.

It is expected that the net proceeds from the Well Pacific Shares Subscription Agreement of approximately HK$293,000,000.00 will be applied for the repayment of bank borrowings of the Group and the proceeds of HK$10,000,000.00 and the Loan of HK$50,000,000.00 from the Super Keep Shares Subscription Agreement will be applied in the Super Keep Development.

On 28th February 2002, Soundwill (BVI), Well Pacific, Super Keep and the Investor entered into shares subscriptions agreements, upon completion of which the Invester will hold 100% of the issued ordinary shares of Well Pacific and 50% of the enlarged issued ordinary shares of Super Keep respectively.

THE WELL PACIFIC SHARES SUBSCRIPTION AGREEMENT

Date

On the 28th day of February 2002

Parties

(a) 
Well Pacific; (b) Soundwill (BVI); and (c) the Investor

Obligations of the parties

Subject to the conditions precedent hereinafter mentioned, the parties have the following obligations:

(a)
Soundwill (BVI) shall effect the Well Pacific Re-Organization Scheme whereby:

(i)
the authorized share capital of Well Pacific shall be increased from HK$10,000.00 to HK$20,000.00 comprising of 20,000.00 shares of HK$1.00 each;

(ii)
the Well Pacific Existing Ordinary Shares shall be converted to non-voting deferred shares ranking parri passu in all respects with the Well Pacific Existing Deferred Shares;

(iii)
an option will be granted to the Investor at a consideration of HK$1.00 to acquire the Well Pacific Existing Deferred Shares and the Well Pacific New Deferred Shares within a period of 12 months from the Well Pacific Completion; and

(iv)
Soundwill (BVI) will assign to the Investor the loan as at the Well Pacific Completion (the amount as at the date hereof is approximately HK$263,293,000.00) due by Well Pacific to Soundwill (BVI) for a price of HK$1.00 upon the Well Pacific Completion.

(b)
the Investor shall subscribe for the Well Pacific New Ordinary Shares at par value of HK$1.00 each which will represent all the issued ordinary shares of Well Pacific upon the Well Pacific Completion.

Consideration and Payment Terms

The consideration for the Well Pacific Re-Organization Scheme is HK$300,000,000.00 which shall be satisfied by the Investor by:

(a)
payment of non-refundable cash deposit of HK$5,000,000.00 to Well Pacific for partial repayment of loan owed by Well Pacific to its bank creditor upon the signing of the Well Pacific Shares Subscription Agreement;

(b)
payment in cash for the amount payable to the existing mortgagee of the Well Pacific Properties to secure a release of the Well Pacific Properties upon the Well Pacific Completion;

(c)
payment in cash of HK$282,000,000.00 less the amount required for redemption of the Well Pacific Properties from the existing mortgage to Soundwill (BVI) upon the Well Pacific Completion; and

(d)
payment in cash of HK$13,000,000.00 to Soundwill (BVI) at any time within 6 calendar months from Well Pacific Completion.

The book value of the Well Pacific Properties according to the latest unaudited account as at 28th February 2002 is approximately HK$512,560,000.00. The consideration was determined after arm's length negotiations taking into account of the prevailing market price of the Well Pacific Properties in the district and the valuation made by DTZ Debenham Tie Leung Limited appointed by the Group in or about August 2001.

Well Pacific Completion

Completion of the Well Pacific Shares Subscription Agreement is scheduled for on or before 16th April 2002. Upon completion, Soundwill (BVI) will only hold the Well Pacific Existing Deferred Shares and Well Pacific New Deferred Shares subject to the Option.

Conditions Precedent

Completion of the Well Pacific Shares Subscription Agreement is conditional upon fulfillment of the following conditions:

(a)
the passing by the shareholders of the Company of a resolution approving the transactions contemplated under the Well Pacific Shares Subscription Agreement;

(b)
the Investor being satisfied with the results of the investigation and review conducted by itself or its agent in relation to Well Pacific; and

(c)
the necessary approval having been obtained from the relevant parties to the Soundwill Debt Restructure Agreement.

INFORMATION ON WELL PACIFIC

Well Pacific is an indirect wholly owned subsidiary of the Company and is incorporated in Hong Kong on 22nd September 1992 engaging in the businesses of property development and property investment and its principal assets are the Well Pacific Properties.
The audited financial information of Well Pacific for each of the 2 years ended 31st December 1999 and 31st December 2000 respectively are set out below:



Year ended
31st December 1999 
Year ended
31st December 2000


 
 (audited)
(audited)



HK$'
HK$'






(a)
Net Loss before taxation
(225,809)
(69,896)


Net Loss after taxation
(315,841)
(69,896)

(b)
Net tangible assets
545,725 
475,829

THE SUPER KEEP SHARES SUBSCRIPTION AGREEMENT

Date

On the 28th day of February 2002

Parties

(a)
Super Keep; (b) Soundwill (BVI); and (c) the Investor

Obligations of the parties

Subject to the conditions precedent hereinafter mentioned, the parties have the following obligations:

(a)
Soundwill (BVI) shall effect the Super Keep Re-Organization Scheme whereby the authorised share capital of Super Keep shall be increased to HK$20,000.00 comprising of 20,000 shares of HK$1.00 each;

(b)
the Investor shall subscribe for the Super Keep New Ordinary Shares at par value of HK$1.00 each which will represent 50% of the enlarged issued ordinary shares of Super Keep upon the Super Keep Completion; and

(c)
the Investor shall advance the Loan to Super Keep for the purpose of the Super Keep Development. The Loan can be drawn in such amount and number of instalments as the board of directors of Super Keep sees fit and by giving not less than 7 days notice before any draw down and carries an interest at the rate of prime rate plus two per cent per annum.

Consideration and Payment Terms

The consideration for the Super Keep Re-Organization Scheme is HK$10,000,000.00 which is payable by the Investor in cash to Soundwill (BVI) upon the Super Keep Completion.

The book value of Super Keep Development according to the latest unaudited account as at 28th February 2002 is approximately HK$40,600,000.00. The consideration was determined after arm's length negotiations taking into account of the valuation of the Super Keep Development made in or about February 2002 by C S Surveyors Limited appointed by the Group.

Super Keep Completion

Completion of the Super Keep Shares Subscription Agreement is scheduled for on or before 27th August 2003. Upon completion, Soundwill (BVI) will hold 50% of the enlarged issued ordinary shares of Super Keep which will be treated as a subsidiary of the Company.

Conditions Precedent

Completion of the Super Keep Shares Subscription Agreement is conditional upon fulfillment of the following conditions:

(a)
the passing by the shareholders of the Company of a resolution approving the transactions contemplated under the Super Keep Shares Subscription Agreement;

(b)
the Investor being satisfied with the results of the investigation and review conducted by itself or its agent in relation to Super Keep; and

(c)
the Group is released from the obligations in the Soundwill Debt Restructure Agreement.

INFORMATION ON SUPER KEEP

Super Keep is an indirect wholly owned subsidiary of the Company and is incorporated in Hong Kong on 23rd June 1992 engaging in the businesses of property development and property investment and its principal business is the Super Keep Development.

The audited financial information of Super Keep for each of the 2 years ended 31st December 1999 and 31st December 2000 respectively are set out below:



Year ended
31st December 1999 
Year ended
 31st December 2000


 
 (audited)
(audited)



HK$'
HK$'






(a)
Net loss before taxation
(10,945)
(209,535)


Net loss after taxation
(10,945) 
(209,535)

(b)
Net tangible asset
3,016,200
2,806,665

CHANGE TO THE BOARDS OF DIRECTORS

Upon the Well Pacific Completion, all existing directors of Well Pacific shall resign from their directorship and new directors will be nominated by the Investor.

Upon the Super Keep Completion, each of Soundwill (BVI) and the Investor is entitled to nominate not less than 2 and not more than 10 directors to the board of directors of Super Keep in proportion to the ratio of ordinary shares held by each party.

There will be no effect on the board of directors of the Company.

REASONS FOR WELL PACIFIC AND SUPER KEEP RE-ORGANIZATION SCHEMES AND USE OF PROCEEDS

The net proceeds from the Well Pacific Shares Subscription Agreement, which is approximately HK$293,000,000.00 will be applied to repay bank borrowings of the Group. Upon the Well Pacific Completion, the borrowings of the Group will be reduced substantially and significant savings in interest expenses can be achieved. The gearing ratio of the Company will be reduced from approximately 181% to 149%.

The proceeds of HK$10,000,000.00 and the Loan of HK$50,000,000.00 from the Super Keep Shares Subscription Agreement will be applied to the Super Keep Development. Super Keep is able to raise the necessary funding for the Super Keep Development at reasonable interest expenses.

The Board considers that the Transactions are in the interests of the Company and its shareholders as a whole.

The Company will record a loss in the current financial year of approximately HK$219,000,000.00 (subject to audit) as a result of the Well Pacific Shares Subscription Agreement.

GENERAL

The Group is principally engaged in property development and property investment.

The Transactions constitute a major transaction for the Company under the Listing Rules. A circular containing further information on the Transactions will be dispatched to the shareholders of the Company as soon as possible. Written approval from the controlling shareholder of the Company, Ko Bee Limited, which has no interest in the Transactions save as holding approximately 55.82 per cent of the issued shares of the Company has been obtained in approving the Transactions. The Company has applied to the Stock Exchange for waiver from convening the general meeting of shareholders and substitute thereof by the written approval issued by its controlling shareholder.

DEFINITIONS

Board
:
The board of directors of the Company





Company
:
Soundwill Holdings Limited





Group
:
The Company and its subsidiaries





Investor
:
Independent third parties not connected with any of the directors, chief executives or substantial shareholders of the Company or any of its subsidiaries or any of their respective associates (as defined in the Listing Rules)





Listing Rules
:
The Rules Governing the Listing of Securities on the Stock Exchange





Loan
:
An interest bearing shareholder loan of HK$50,000,000.00 to be granted by the Investor to Super Keep upon the Super Keep Completion





Option
:
An option to be given by Soundwill (BVI) to the Investor to acquire the Well Pacific Existing Deferred Shares and the Well Pacific New Deferred Shares at a consideration of HK$1.00 within a period of 12 months from the Well Pacific Completion





Soundwill (BVI)
:
Soundwill (BVI) Limited, a wholly owned subsidiary of the Company incorporated in the British Virgin Islands with limited liabilities





Soundwill Debt Restructure Agreement
:
The agreement dated 8th May 2000 made by the Group and its bank creditors for restructuring of its indebtedness





Stock Exchange
:
The Stock Exchange of Hong Kong Limited





Super Keep
:
Super Keep Investment Limited, an indirect wholly owned subsidiary of the Company incorporated in Hong Kong with limited liabilities





Super Keep Completion
:
Completion of the Super Keep Shares Subscription Agreement which is scheduled for on or before 27th August 2003





Super Keep Development
:
The development of the certain residential properties in Yuen Long, New Territories





Super Keep New Ordinary Shares
:
The 9,998 new ordinary shares of Super Keep of HK$1.00 each which shall be subscribed for by the Investor pursuant to the terms of the Super Keep Shares Subscription Agreement





Super Keep Re-Organization Scheme
:
The proposed re-organization which involves (i) the increase of the authorised share capital of Super Keep; and (ii) the subscription of the Super Keep New Ordinary shares by the Investor





Super Keep Shares Subscription Agreement
:
The conditional agreement dated 28th February 2002 made by Super Keep, Soundwill (BVI) and the Investor in respect of the Super Keep Re-Organization Scheme





Transactions
:
The transactions contemplated under the Well Pacific Shares Subscription Agreement and the Super Keep Shares Subscription Agreement





Well Pacific
:
Well Pacific Development Limited, an indirect wholly owned subsidiary of the Company incorporated in Hong Kong with limited liabilities





Well Pacific Completion
:
Completion of the Well Pacific Shares Subscription Agreement which is scheduled for on or before 16th April 2002





Well Pacific Existing Deferred Shares
:
The 2 non-voting deferred shares of HK$1.00 each of Well Pacific existing at the date of the Well Pacific Shares Subscription Agreement and beneficially held by Soundwill (BVI)





Well Pacific Existing Ordinary Shares
:
The 9,998 ordinary shares of HK$1.00 each of Well Pacific existing at the date of the Well Pacific Shares Subscription Agreement and beneficially held by Soundwill (BVI)





Well Pacific New Deferred shares
:
The Well Pacific Existing Ordinary Shares which will be converted into non-voting deferred shares





Well Pacific New Ordinary Shares
:
The 10,000 new ordinary shares of Well Pacific of HK$1.00 each which shall be subscribed for by the Investor pursuant to the terms of the Well Pacific Shares Subscription Agreement





Well Pacific Properties
:
Shops 1, 2, 3 and 5 on Ground Floor, 1st to 3rd Floors, Flat Roof on the 5th Floor and the parapet walls enclosing the Flat Roof on the 5th Floor, External Walls of Ground Floor to 3rd Floor (except part of the external wall at the 1st Floor level as more particularly shown and coloured pink on the front elevation plan annexed to the Well Pacific Shares Subscription Agreement) of No.8 Russell Street, Causeway Bay, Hong Kong





Well Pacific Re-Organization Scheme
:
The proposed re-organization which involves (i) the increase of the authorised share capital of Well Pacific; (ii) the conversion of the Well Pacific Existing Ordinary Shares into the Well Pacific New Deferred Shares; (iii) the subscription of the Well Pacific New Ordinary Shares by the Investor; and (iv) the grant of the Option by Soundwill (BVI) to the Investor





Well Pacific Shares Subscription Agreement
:
The conditional agreement dated 28th February 2002 made by Soundwill (BVI), Well Pacific and the Investor in respect of the Well Pacific Re-Organization Scheme

By Order of the Board

Kwan Chai Ming

Company Secretary

Hong Kong, 28th February 2002
Please also refer to the published version of this announcement in the (Hong Kong iMail)
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