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SOUNDWILL HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)
ANNUAL RESULTS FOR THE YEAR ENDED 31 DECEMBER 2001
RESULTS

The Board of directors (the “Directors”) of Soundwill Holdings Limited (the “Company”) announces the audited consolidated results of the Company and its subsidiaries (the “Group”) for the year ended 31 December 2001 with comparative figures for the previous year as follows:



2001
2000


Note
HK$'000
HK$'000






Turnover

697,519
216,811

Cost of sales

(669,260)
(152,867)






Gross profit

28,259
63,944






Other revenue

14,071
11,018

Other net income

76,656
5,101

Administrative expenses

(43,564)
(54,503)

Other operating expenses

(166,938)
(168,780)






Loss from operations

(91,516)
(143,220)






Finance costs

(145,364)
(146,520)






Share of profits less losses of associates

12
13,164






Loss from ordinary activities before taxation

(236,868)
(276,576)






Taxation
1
(3,053)
(1,200)






Loss from ordinary activities after taxation

(239,921)
(277,776)






Minority interests

2,091
3,057






Net loss for the year

(237,830)
(274,719)






Loss per share 
2



— basic

7.63 cents
10.08 cents






— diluted

N/A
N/A

Notes:
(1) 
Taxation in the consolidated income statement represents:


2001
2000


HK$'000
HK$'000





Hong Kong Profits Tax:



Current year
3,794
—

Over provision in prior years
(741)
—

Share of taxation attributable to associates 
—
1,200






3,053
1,200

Hong Kong Profits Tax has been provided at the rate of 16% (2000: Nil) on the Group's estimated assessable profit for the year.

(2) 
Loss for share

The calculation of basic loss per share is based on current year's loss of HK$237,830,000 (2000: loss of HK$274,719,000) and on the weighted average number of 3,116,402,151 shares (2000: 2,725,594,224 shares) in issue during the year.

No diluted loss per share has been presented for the two years ended 31 December 2001 because the conversion/exercise of the outstanding potential ordinary shares would have been anti-dilutive for the two financial years.

Segment information

In accordance with the Group's internal financial reporting, the Group has determined that business segments are its primary reporting format, with each segment organised and managed separately.

Business segments

Property development:
Property development and sales of properties

Property leasing:
Property rental including signage rental

Telecommunications:
Design, manufacturing and sales of dense wavelength division multiplexing system

The Group's inter-segment transactions were related to rental and management fee charges. Terms of rental charge were similar to those contracted with third parties. Management fee charges were determined by directors.

For the year ended 31 December 2001


Segment Revenue


External customers
Inter-segment
Segment Result
Inter-segment transactions
Contribution from operation








Property development
612,958
—
(83,233)
—
(83,233)

Property leasing
88,285
2,445
74,897
4,195
79,092

Telecommunications
—
—
(145,248)
—
(145,248)

Others
10,347
16,295
(11,015)
(4,195)
(15,210)

Elimination
—
(18,740)
—
—
—








Total
711,590
—
(164,599)
—
(164,599)








Unallocated income and expenses




73,083








Loss from operations




(91,516)

Finance Costs




(145,364)

Share of Profits less losses of associates




12

Taxation




(3,053)

Minority interests




2,091








Net loss for the year




(237,830)

For the year ended 31 December 2000


Segment Revenue


External customers
Inter-segment
Segment Result
Inter-segment transactions
Contribution from operation








Property development
139,710
—
(81,857)
200
(81,657)

Property leasing
75,145
3,435
64,480
1,830
66,310

Telecommunication
—
—
(31,629)
—
(31,629)

Others
12,974
12,435
2,483
(2,030)
453

Elimination
—
(15,870)
—
—
—








Total
227,829
—
(46,523)
—
(46,523)








Unallocated income and expenses




(96,697)








Loss from operations




(143,220)

Finance Costs




(146,520)

Share of Profits less losses of associates




13,164

Taxation




(1,200)

Minority interests




3,057








Net loss for the year




(274,719)

As all the Group's turnover and operating results were derived in Hong Kong, analysis by geographical segments is not presented.

Summary of the Auditors' Report

The auditors opined that, except for any adjustments that might have been found necessary had they been able to assess the reasonableness of the bases and assumptions used for the valuation of goodwill as explained below, the financial statements give a true and fair view of the state of affairs of the Company and the Group as at 31 December 2001 and of the loss and cash flows of the Group for the year then ended and have been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

Included in the Group's balance sheet is goodwill of HK$151,172,000, which arose from the acquisition of a subsidiary engaging in manufacturing and trading of telecommunication-related equipment. The directors are of the opinion that the recoverable amount of the goodwill exceeds its carrying amount in the balance sheet, based on a business valuation performed by a firm of professional valuers. As the business of the subsidiary is still at its start-up stage and is yet to generate significant revenue, the auditors have not been able to assess whether the bases and assumptions used by the valuers, which include a receptive market for the subsidiary's products and growing market share, are reasonable. There were no other satisfactory audit procedures that the auditors could adopt to confirm that carrying amount of goodwill was accurately stated. Any adjustments to the above figures may have a consequential significant effect on the net loss for the year ended 31 December 2001 and net assets as at that date.

In addition, without qualifying their opinion, the auditors have in forming their opinion considered the adequacy of the disclosures made in the financial statements concerning the re-financing and restructuring of the Group's existing bank borrowings. The financial statements have been prepared on a going concern basis, the validity of which depends upon the continued provision of funding by the Group's bankers. The financial statements do not include any adjustments that would result from a failure to obtain such funding. The auditors consider that appropriate disclosures have been made in the financial statements.

Impairment loss on goodwill

As at 31 December 2001, the Group performed an assessment of the fair value of its goodwill based on value in use (present value of estimated future cash flows) of the assets as determined at the cash generating unit (the individual business operations), with reference to a business valuation performed by a firm of professional valuers. As a result of this assessment, an impairment loss of HK$120,000,000 has been made on goodwill arising from acquisition of a subsidiary engaging in manufacturing and trading of telecommunication-related equipment.

FINAL DIVIDEND

The Directors do not recommend the payment of a final dividend for the year ended 31 December 2001 (2000: Nil).

CAPITAL STRUCTURE


2001
2000


HK$'000
HK$'000





Shareholders' funds
532,162
970,260

Total debts
1,657,137
2,109,389

Total borrowing costs
170,117
197,098





Gearing Ratio
311%
217%

Average cost of borrowings
11.4%
10.2%

On 8 May 2000, a debt restructuring agreement was reached by the Group with its principal bankers. The repayment terms of the Group's bank loans are subject to the debt restructuring agreement. The negotiations of the Group with bankers relating to its refinancing have come to an advanced stage.

The gearing ratio (interest bearing borrowings/net assets) changed from 217% in 2000 to 311% in 2001 through repayment of bank loans and provision for goodwill and some properties revaluation. The Group will continue with its policy of reducing its gearing.

Operations Review and Prospects

Property Development

The property market in Hong Kong has been in a state of constant flux in the past few years, and though the future at present is uncertain, there is a great demand from investors for quality commercial and residential properties. 

With years of experience in the real-estate industry, Soundwill Plaza, the Group's flagship property, enjoys a good leasing potential thus guaranteeing a stable rental income. With the sale of various properties last year, which includes the vacant site at Sharp Street East in Causeway Bay, the office portion of No. 8 Russell Street and all residential units of Tai Hang Hau Village House, the Group has been able to reduce the debt level and greatly improve its financial condition substantially. 

The Group is dedicated to developing the local property market. By bringing in a strategic partner to jointly develop residential project in the New Territories, it is expected that this project will further expand the Group's business. 

Finally, the Group's negotiations with bankers for refinancing have come to an advanced stage. Coupled with the successful disposal of the office portion of No. 8 Russell Street, Soundwill Holdings believes that the Group is now entering a relatively stable period after overcoming a number of business challenges in the past year.

Telecommunications

The Group holds a 63% stake in Optilink Technologies Company Limited and is developing and exploring its interests in optical networking technology field. To keep pace with the rapid developments in China's economy, the Group is actively seeking for leading vendors, manufacturers and traders and maintains strategic connections with them. With this support, it is expected that the Group will be able to explore China's optical networking technology market. 

SIGNIFICANT INVESTMENTS HELD

During the year the Group disposed of various properties including mainly the vacant site at Sharp Street East and 8 Russell Street Office portion. Save as mentioned in above, there is no material change in the significant investments held by the Group.

DETAILS OF MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES

There is no material acquisitions and disposal of subsidiaries and associated companies during the year.

Liquidity and Financial Resources

During the year various properties including the vacant site at Sharp Street East and 8 Russell Street Office portion were disposed of, the net proceeds of the sale have been applied to repay the bank borrowings.

With the development of 38 Russell Street extension and 8 Russell Street Building to the completion stage, the net cash outflow for investing activities for addition of properties decrease in the year, approximately HK$86,768,000 (2000: HK$126,919,000).

EMPLOYEES REMUNERATION

The Group offers its employees competitive remuneration packages. During the year, share options were granted to various directors and employees on a performance related basis.

CHARGES ON THE GROUP'S ASSETS

As at 31 December 2001, properties of the Group with an aggregate net book value of approximately HK2,002,792,000 (2000: approximately HK2,741,460,000) and bank deposits of HK$5,840,000 (2000: Nil) were pledged to secure banking facilities for the Group.

CONTINGENT LIABILITIES

According to the Debt Restructure Agreement dated 8 May 2000, the Company has issued to its bankers 184,381,339 units of unlisted warrants, pursuant to which the Company has guaranteed the bankers a minimum return on the exercise of each warrant. The maximum liability of the Company in this regard is approximately HK$18,000,000 (2000: $18,000,000).

The two property related proceedings relating to the sale and purchase of certain properties involving two wholly owned subsidiaries of the Company are still on-going. According to a Judgement dated 3 December 2001, it was ordered that the relevant agreements relating to one of such proceedings wherein the subsidiary of the Company is the plaintiff thereof be rescinded and the deposit of HK$33,000,000 be refunded to the subsidiary of the Company. The Defendants of such proceeding have lodged an appeal against such court order. There is no material changes to the other proceeding wherein the subsidiary of the Company is the defendant thereof since the publication of the 2001 Interim Report. According to the latest legal advice taken by the Company, the subsidiaries of the Company and their respective shareholders would not, in any event, incur any further liability other than the deposits of HK$33,000,000 and HK$65,000,000 and/or costs.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company's listed securities.

PUBLICATION OF INFORMATION ON THE WEBSITE OF THE STOCK EXCHANGE OF HONG KONG LIMITED

The information required by paragraphs 45(1) to 45(3) inclusive of Appendix 16 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) will be published on the Stock Exchange's website in due course.

APPRECIATION

As a final note, I wish to take this opportunity to thank all the directors and staff for their contributions and good performance in the past financial year.

By order of the Board 
Foo Kam Chu Grace 
Chairman
Hong Kong, 16 April 2002

NOTICE OF ANNUAL GENERAL MEETING
NOTICE IS HEREBY GIVEN that the Annual General Meeting of Shareholders of the Company will be held at 25th Floor, Soundwill Plaza, 38 Russell Street, Causeway Bay, Hong Kong on Tuesday, 21 May 2002 at 10:00 a.m. for the following purposes:

1. 
To receive and consider the audited Financial Statements and the Reports of the Directors and Auditors for the year ended 31 December 2001.

2. 
To elect Directors.

3. 
To appoint Auditors and authorise the Directors to fix their remuneration.

4. 
As special business, to consider and, if thought fit, pass with or without amendments, the following resolutions as Ordinary Resolutions:

A. 
“THAT:

(a) 
subject to paragraph (b) below, the exercise by the directors of the Company during the Relevant Period (as hereinafter defined) of all the powers of the Company to repurchase shares of HK$0.10 each in the capital of the Company on The Stock Exchange of Hong Kong Limited (“Stock Exchange”) or on any other stock exchange on which the securities of the Company may be listed and recognised by the Securities and Futures Commission of Hong Kong and the Stock Exchange for this purpose, subject to and in accordance with all applicable laws and the requirements of the Rules Governing the Listing of Securities on the Stock Exchange or of any other stock exchange as amended from time to time, be and is hereby generally and unconditionally approved;

(b) 
the aggregate nominal value of the shares of the Company to be repurchased by the Company pursuant to the approval in paragraph (a) above shall not exceed 10% of the aggregate nominal value of the share capital of the Company in issue at the date of this Resolution, and the said approval shall be limited accordingly; and

(c) 
for the purposes of this Resolution

“Relevant Period” means the period from the passing of this Resolution until whichever is the earlier of:

(i) 
the conclusion of the next annual general meeting of the Company;

(ii) 
the expiration of the period within which the next annual general meeting of the Company is required by law or the bye-laws of the Company to be held; and

(iii) 
the date on which the authority set out in this Resolution is revoked or varied by an ordinary resolution of the shareholders in general meeting of the Company.”

B. 
“THAT:

(a) 
subject to paragraph (c) below, the exercise by the directors of the Company during the Relevant Period (as hereinafter defined) of all the powers of the Company to allot, issue and deal with additional shares of HK$0.10 each in the capital of the Company and to make or grant offers, agreements and options (including warrants, bonds, debentures, notes and any securities which carry rights to subscribe for or are convertible into shares of the Company) which would or might require the exercise of such power be and is hereby generally and unconditionally approved;

(b) 
the approval in paragraph (a) above shall authorise the directors of the Company during the Relevant Period (as hereinafter defined) to make or grant offers, agreements and options (including warrants, bonds, debentures, notes and any securities which carry rights to subscribe for or are convertible into shares of the Company) which would or might require the exercise of such power after the end of the Relevant Period;

(c) 
the aggregate nominal value of share capital allotted or agreed conditionally or unconditionally to be allotted and issued (whether pursuant to an option or otherwise) by the directors of the Company pursuant to the approval in paragraph (a) above, otherwise than pursuant to (i) a Rights Issue (as hereinafter defined); (ii) an issue of shares upon the exercise of rights of subscription or conversion under the terms of any warrants of the Company or any securities which are convertible into shares of the Company; (iii) an issue of shares as scrip dividends pursuant to the bye-laws of the Company from time to time; or (iv) an issue of shares upon the exercise of the subscription rights under any option scheme or similar arrangement for the grant or issue to employees of the Company and/or any of its subsidiaries of shares or rights to acquire shares of the Company, shall not exceed 20% of the aggregate nominal value of the issued share capital of the Company at the date of passing of this Resolution, and the said approval shall be limited accordingly; and

(d) 
for the purpose of this Resolution,

“Relevant Period” means the period from the passing of this Resolution until whichever is the earlier of:

(i) 
the conclusion of the next annual general meeting of the Company;

(ii) 
the expiration of the period within which the next annual general meeting of the Company is required by law or the bye-laws of the Company to be held; and

(iii) 
the date on which the authority set out in this Resolution is revoked or varied by an ordinary resolution of the shareholders in general meeting of the Company.

“Right issue” means an offer of shares open for a period fixed by the directors of the Company to the holders of shares of the Company whose names appear on the register of members of the Company on a fixed record date in proportion to their then holdings of such shares as at that date (subject to such exclusions or other arrangements as the directors of the Company may deem necessary or expedient in relation to fractional entitlements or having regard to any restrictions or obligations under the laws of, or the requirements of any recognised regulatory body or any stock exchange in, any territory outside Hong Kong applicable to the Company).”

C. 
“THAT subject to the passing of Resolutions Nos. 4A and 4B set out in the notice convening this meeting, the general mandate granted to the directors of the Company to allot, issue and deal with additional shares pursuant to Resolution No. 4B set out in the notice convening this meeting be and is hereby extended by the addition thereto of an amount representing the aggregate nominal amount of shares in the capital of the Company repurchased by the Company under the authority granted pursuant to Resolution No. 4A set out in the notice convening this meeting, provided that such amount of shares so repurchased shall not exceed 10% of the aggregate nominal value of the issued share capital of the Company at the date of passing of this Resolution.”

By Order of the Board 
Kwan Chai Ming 
Company Secretary
Hong Kong, 16 April 2002

Notes:

a. 
Any member entitled to attend and vote at the meeting is entitled to appoint one or more than one proxy to attend and vote instead of him. A proxy need not be a member of the Company.

b. 
To be valid, a form of proxy, together with any power of attorney or other authority (if any) under which it is signed, or a notarially certified copy thereof, must be lodged with the Head Office and Principal Place of Business of the company at 21st Floor, Soundwill Plaza, 38 Russell Street, Causeway Bay, Hong Kong not less than 48 hours before the time appointed for holding the meeting.

c. 
An explanatory statement containing further details regarding the resolutions set out in item 4 will be sent to shareholders together with the 2001 annual report.

Please also refer to the published version of this announcement in the (China Daily)
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