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JOINT ANNOUNCEMENT 
MEMORANDUM OF UNDERSTANDING IN RELATION TO 
A POSSIBLE CHANGE IN CONTROL OF FUJIAN GROUP LIMITED 
AND 
A POSSIBLE NOTIFIABLE TRANSACTION FOR 
SOUNDWILL HOLDINGS LIMITED
On 29 May 2002, FGL entered into the MOU with the Investors, pursuant to which FGL granted to the Investors and/or the Other Party the exclusive right for a period of three months from the date of the MOU (which period may be extended for a further period of nine months at the sole discretion of the Investors and/or the Other Party) to (i) enter into the Investment Agreements with FGL for the purposes of enabling the Investors (or their respective nominees) and/or the Other Party to acquire at least 51 per cent. of the then issued share capital of FGL and (ii) assist FGL in the finalisation of the terms of the Debt Restructuring Agreement with the financial creditors of FGL.

The final terms of the Investment Agreements and the Debt Restructuring Agreement have yet to be determined and the final terms of the Investment Agreements may not be exactly the same as those contained in the MOU.

It is expected that completion of the transactions to be contemplated under the Investment Agreements will result in a change in control of FGL.

The Restructuring Proposal may or may not proceed. Trading of FGL Shares on the Stock Exchange will remain suspended pending the implementation of the Restructuring Proposal and satisfaction of paragraph 38 of the Listing Agreement and a further announcement will be made to keep investors informed of any development regarding the Restructuring Proposal as and when appropriate.

The transaction to be contemplated under the Sale and Purchase Agreement, if materialises, is expected to constitute a notifiable transaction for SHL under the Listing Rules.

Shareholders of SHL and potential investors are advised to exercise caution in dealing in shares of SHL.
The FGL Directors also wish to provide an update on litigations of FGL Group.

MEMORANDUM OF UNDERSTANDING DATED 29 MAY 2002

Parties

Investors
Soundwill Holdings Limited, a company incorporated in Bermuda with limited liability, the shares of which are listed on the Stock Exchange. Madam Foo, the Chairman of SHL, is beneficially interested in approximately 55.8 per cent. of the existing issued share capital of SHL

Turbo Success Ventures Limited, a company incorporated in the British Virgin Islands with limited liability and wholly owned by Madam Foo




FGL
Fujian Group Limited, a company incorporated in Hong Kong with limited liability, the shares of which are listed on the Stock Exchange

The Investors and their respective ultimate controlling shareholders are independent third parties not connected with and not acting in concert with FGL or any of its directors, chief executive and substantial shareholders, subsidiaries or any of their respective associates or concert parties. As at the date of this announcement, none of the Investors and parties acting in concert with them holds any FGL Shares.

Exclusivity

Pursuant to the MOU, FGL granted to the Investors and/or the Other Party the exclusive right for a period of three months from the date of the MOU to (i) enter into the Investment Agreements with FGL for the purposes of enabling the Investors (or their respective nominees) and/or the Other Party to acquire at least 51 per cent. of the then issued share capital of FGL and (ii) assist FGL in the finalisation of the terms of the Debt Restructuring Agreement with the financial creditors of FGL. The Exclusive Period may be extended for a further period of nine months at the sole discretion of the Investors and/or the Other Party. The Other Party is an independent third party not connected with and not acting in concert with FGL or any of its directors, chief executive and substantial shareholders, subsidiaries or any of their respective associates or concert parties. Pursuant to the MOU, the Investors and/or the Other Party are not required to pay any deposit to FGL.

In the event that (a) the MOU lapses or the Investment Agreements shall not be entered into between FGL and the Investors and/or the Other Party in the Exclusive Period or any extended period thereof other than as a result of the default on the part of SHL or TSV or the Other Party (if applicable) or (b) the Investment Agreements, even if entered into by the parties, cannot be completed other than as a result of the default on the part of SHL or TSV or the Other Party (if applicable), FGL shall reimburse the Investors and/or the Other Party for all the costs and expenses incurred by the Investors and/or the Other Party for negotiating and/or entering into the MOU and/or the Investment Agreements (as the case may be).

The Investment Agreements

The Investment Agreements shall comprise:

(a)
the Sale and Purchase Agreement in relation to the acquisition of certain companies engaging in the design, manufacturing and sale of optical communications systems by FGL from SHL (or its nominee) and/or the Other Party on the following principal terms:

(i)
SHL (or its nominee) and/or the Other Party will sell, and FGL will purchase, at least 90 per cent. of the issued share capital of Vision;

(ii)
FGL will issue to SHL (or its nominee) and/or the Other Party such number of new FGL Shares at the par value of HK$0.125 per share, which shall represent at least 51 per cent. of the then issued share capital of FGL, as the consideration for the proposed acquisition by FGL of the equity interest in Vision as provided in paragraph (a)(i) above, which consideration shall be determined by the parties with reference to the value of Vision;

(iii)
upon completion of the Sale and Purchase Agreement, FGL shall appoint any persons nominated by SHL and/or the Other Party to its board to the extent that the directors so nominated by SHL and/or the Other Party shall be the majority of the board of directors of FGL; and

(iv)
if required, FGL shall, on or before completion of Sale and Purchase Agreement, obtain from the Listing Committee of the Stock Exchange a grant or an indication of grant (either unconditionally or subject to conditions to which neither the Investors nor FGL shall reasonably object) of a waiver from strict compliance with Rule 8.08 of the Listing Rules;

(b)
the Subscription Agreement in relation to the subscription of the Convertible Notes to be issued by FGL to TSV in the aggregate principal amount of HK$10,000,000, which may be convertible by TSV into 80,000,000 FGL Shares at the par value of HK$0.125 per FGL Share, on the following principal terms:

(i) 
TSV has the right to either (aa) convert the Convertible Notes into FGL Shares at the par value of HK$0.125 per FGL Share in part or in whole at any time within a period of three years from the date of the issue of the Convertible Notes or (bb) request FGL to redeem any outstanding principal amount of the Convertible Notes upon the expiry of the Conversion Period; and

(ii)
any outstanding principal amount of the Convertible Notes shall bear interest at the rate of 3 per cent. per annum, with the annual interest payable in arrears on a semi-annual basis after the date of the issue of the Convertible Notes;

(c)
the Option Agreement in relation to the granting of an option by FGL to TSV on the following principal terms:

(i)
FGL will grant an option to TSV to subscribe for a total of 480,000,000 FGL Shares at the par value of HK$0.125 per FGL Share within a period of 3 years from the date of the grant of such an option; and

(ii)
the consideration for FGL's grant of such an option shall be HK$1.00.

In the event that the Investment Agreements cannot be entered into or cannot be completed and FGL could not secure any other source of funding, FGL may not have the ability to reimburse the relevant costs and expenses as may be incurred by the Investors and/or the Other Party. Under such circumstances, the Investors and/or the Other Party will become unsecured creditors of FGL.

Conditions precedent of the Investment Agreements

Pursuant to the MOU, completion of the Investment Agreements shall be subject to the satisfaction of the following conditions precedent:

(a)
completion of the due diligence of the financial position, operation, management, legal condition and other conditions in respect of FGL Group by the Investors and/or the Other Party to their satisfaction;

(b)
a PRC law firm to be appointed by the Investors and/or the Other Party producing a PRC legal opinion on any PRC issues relating to the FGL Group to the satisfaction of the Investors and/or the Other Party (with the fees for such a PRC legal opinion to be borne by FGL);

(c)
if required, independent shareholders of SHL approving the transactions contemplated by the Investment Agreements;

(d)
independent shareholders of FGL approving the transactions contemplated by the Investment Agreements and the Debt Restructuring Agreement and all transactions contemplated thereunder as well as the waiver referred to in paragraph (h) below by way of a poll;

(e)
if required, the obtaining of the consent of the financial creditors of the FGL Group to the transactions contemplated by the Investment Agreements;

(f)
the Listing Committee of the Stock Exchange granting the listing of, and permission to deal in, the FGL Shares to be issued pursuant to the Investment Agreements, and the Service FGL Shares;

(g)
the obtaining from the Listing Committee of the Stock Exchange an indication that, after implementation of the Debt Restructuring Agreement and the Investment Agreements or otherwise, FGL will resume its listing status on the Stock Exchange and will not be subject to any delisting procedures;

(h)
the granting by the Executive Director of the Corporate Finance Division of the Securities and Futures Commission of Hong Kong or its delegate of waiver pursuant to Note 1 on Dispensations from Rule 26 of the Hong Kong Code on Takeovers and Mergers waiving any obligation on the part of the Investors and/or the Other Party and any parties acting in concert with any of them to make a mandatory general offer as a result of the transactions contemplated by the Investment Agreements; and

(i)
the signing of the Debt Restructuring Agreement, the contents of which are to the satisfaction of the Investors and/or the Other Party, and the completion of the same or the same becoming unconditional in all respects.

Details of the conditions precedent are yet to be negotiated and finalised. However, it is expected that the conditions relating to whitewash waiver cannot be waived.

Loan by TSV to FGL

After the signing of the MOU but prior to the completion of the Debt Restructuring Agreement and the Investment Agreements, TSV shall lend to FGL a maximum amount of HK$5,000,000 in aggregate with the objective to support the daily operation and/or to settle any accrued liabilities of the FGL Group. Lending by TSV may be made by way of advance of fund to FGL or making payment on behalf of the FGL Group, which shall be taken as an unsecured loan to FGL, repayable in cash on demand, and shall bear interest at a rate equal to 3 per cent. above the Hong Kong Dollar Prime Lending Rate per annum to be accrued on a daily basis.

In the event that (i) the Investment Agreements shall not be entered into between TSV and FGL in the Exclusive Period or any extended period thereof or (ii) the Investment Agreements, even if entered into by the parties, cannot be completed for whatever reason, FGL shall forthwith repay in cash to TSV the total amount of all the loans made by TSV, together with all the interest accrued thereon, upon TSV's demand.

Consultancy Services provided by TSV to FGL

As FGL is under extreme financial stress, it has insufficient manpower and resources to run its operation and to deal with the debt restructuring and the legal proceedings. With effect from the date of the MOU, FGL is liable to pay to TSV the Service Charge in respect of (a) the negotiation with the financial creditors of the FGL Group for the terms of the Debt Restructuring Agreement; (b) the daily operation of the FGL Group; and (c) dealing with the legal proceedings relating to the FGL Group.

In the event that either (i) the Investment Agreements shall not be entered into between TSV and FGL in the Exclusive Period or any extended period thereof other than as a result of the default on the part of SHL or TSV or the Other Party (if applicable) or (ii) the Investment Agreements, even if entered into by the parties, cannot be completed other than as a result of the default on the part of SHL or TSV or the Other Party (if applicable), FGL shall forthwith pay in cash to TSV the Service Charge upon TSV's demand.

In the event that the Investment Agreements are entered into by the parties and can be completed, FGL shall pay to TSV the Service Charge in cash or by issue and allotment of the Service FGL Shares as determined absolutely by TSV upon completion of the Investment Agreements. In the event that the Investment Agreements cannot be entered into or cannot be completed and FGL could not secure any other source of funding, FGL may not have the ability to pay the Service Charge. Under such circumstances, TSV will become unsecured creditor of FGL.

TSV shall waive the Service Charge in case that (i) the Investment Agreements shall not be entered into between TSV and FGL in the Exclusive Period or any extended period thereof as a result of the default on the part of SHL or TSV or the Other Party (if applicable); or (ii) the Investment Agreements cannot be completed as a result of the default on the part of SHL or TSV or the Other Party (if applicable), and FGL shall no longer be liable to pay the same.

INFORMATION ON VISION

Vision is an investment holding company incorporated in the British Virgin Islands with limited liability in February 2000. Currently, Vision is beneficially owned as to 90 per cent. by SHL, as to 9.67 per cent. by Madam Foo and as to 0.33 per cent. by Mr. Koh Tat Lee, an independent third party.

The principal asset of Vision is its 100 per cent. interest in Vision Telecommunications Limited which, in turn, holds 70 per cent. equity interest in Optilink, a sino-foreign equity joint venture established in the PRC. The remaining 30 per cent. equity interest of Optilink is owned by Peking University.

Optilink is principally engaged in the design, manufacturing and sale of dense wavelength division multiplexing (“DWDM”) systems in the PRC and has a production base in Guangzhou. DWDM system is deployed in optical fibre networks to increase the capability of the networks. Optilink was established in September 1996 and installed the first DWDM system in the PRC from Shenzhen to Guangzhou in 1997.

GENERAL

FGL

The FGL Group is principally engaged in property investment and development and hotel operation. As set out in the interim report of FGL for the six months ended 30 September 2001, FGL recorded a loss attributable to its shareholders of approximately HK$114.4 million, total liabilities of approximately HK$718.3 million and net liabilities of approximately HK$336.1 million. FGL is currently owned as to 32.07 per cent. by Sino Earn Holdings Limited, a company controlled by two state-owned enterprises, and as to 23.17 per cent. by Pelota Worldwide Limited (“Pelota”), a company wholly owned by Mr. So Sik who is a FGL Director. Pelota was put into liquidation on 8 November 2000 by a bank in Hong Kong.

As detailed in the announcement of FGL dated 13 July 2001, FGL entered into a letter of intent with Gold System Limited, an independent third party not connected to, and not acting in concert with, the substantial shareholders, chief executive and directors of FGL or their respective associates, in relation to a proposed investment in FGL. The letter of intent provides that, if an investment agreement is not entered into on or before 4 October 2001, the letter of intent will lapse and be of no further effect. Gold System Limited has already indicated to FGL that it does not intend to proceed with the proposed investment as contemplated under the letter of intent.

The FGL Directors consider that the MOU provides a new opportunity and framework for FGL to proceed with the Restructuring Proposal which will involve, inter alia, the transactions to be contemplated under the Investment Agreements and the restructuring of the existing indebtedness of the FGL Group to be contemplated under the Debt Restructuring Agreement. The FGL Directors also believe that the acquisition of Vision, which forms part of the Restructuring Proposal, could facilitate FGL Group in diversifying its business portfolio into technology sector and in helping to restore its financial position to a positive net asset level. In view that Vision has developed its own products and technology and has secured its own unique market position in the booming telecommunications equipment market in the PRC, the FGL Directors consider that FGL will have the opportunity to benefit from the business prospects of Vision.

The final terms of the Investment Agreements and the Debt Restructuring Agreement have yet to be determined and the final terms of the Investment Agreement may not be exactly the same as those contained in the MOU.

It is expected that completion of the transactions to be contemplated under the Investment Agreements will result in a change in control of FGL.

The Restructuring Proposal may or may not proceed. Trading in the FGL Shares on the Stock Exchange will remain suspended pending the implementation of the Restructuring Proposal and satisfaction of paragraph 38 of the Listing Agreement and a further announcement will be made to keep investors informed of any development regarding the Restructuring Proposal as and when appropriate.

Asia Investment Capital Limited has been appointed as the financial adviser to FGL in relation to the Restructuring Proposal.

SHL

The principal activity of SHL is investment holdings. The principal activities of the subsidiaries of SHL include property development and investment. The SHL Directors consider that the disposal of Vision represents an opportunity for SHL to acquire a controlling interest in another listed company while retaining its indirect interests in Vision.

The transaction to be contemplated under the Sale and Purchase Agreement, if materialises, is expected to constitute a notifiable transaction for SHL under the Listing Rules.

Shareholders of SHL and potential investors are advised to exercise caution in dealing in shares of SHL.
TSV

TSV is acquired and wholly owned by Madam Foo, Chairman of SHL, for the sole purpose of entering into the MOU and the relevant agreements under the Restructuring Proposal. It is expected that the subscription by TSV of the Convertible Notes will be financed by the shareholder's loans from Madam Foo.

UPDATE ON LITIGATIONS OF FGL GROUP

Reference is made to the announcement of FGL dated 23 April 2002 relating to the updates on the litigations of FGL Group. The FGL Directors also wish to update on litigations of FGL Group as follows:

1.
On 21 May 2002, during the adjourned hearing of the winding-up petition (HCCW 74/2002) dated 21 January 2002 (the “Winding-up Petition”) served on FGL by its six former employees claiming for a total sum of HK$489,425.20, another creditor referred to in the said announcement on 23 April 2002, namely Mediterranean Shipping Company (Hong Kong) Limited (“Mediterranean Shipping”), appeared by Counsel to join in and support the Winding-up Petition. The Court directed Mediterranean Shipping to file an affirmation within 14 days from 21 May 2002 and the hearing of the Wind-up Petition has been further adjourned by the Court to 2 July 2002. The Wind-up Petition had been adjourned for three times. Winding-up order is likely to be granted on the adjourned hearing on 2 July 2002 unless good grounds are given to the Court showing that winding-up order should not be granted.

2.
On 27 May 2002, during the hearing for the summary judgement of the Writ of Summons dated 28 March 2002 (HCA1220/2002) served by Mediterranean Shipping as tenant to FGL and its wholly owned subsidiary, namely Texway Industries Limited, demanding the refund of tenancy deposits of HK$607,477, the Court directed Mediterranean Shipping to file an affirmation within 14 days from 27 May 2002 and the hearing of the summary judgement be adjourned to a date to be fixed for arguments.

Further announcement will be made by FGL in relation to the litigations on the FGL Group when appropriate.

DEFINITIONS

“associate”
has the meaning ascribed to it in the Listing Rules

“Conversion Period”
a period of three years from the date of issue of the Convertible Notes

“Convertible Notes”
convertible notes in the aggregate principal amount of HK$10,000,000 to be issued by FGL

“Debt Restructuring Agreement”
a debt restructuring agreement to be entered into amongst FGL and the financial creditors of FGL

“Exclusive Period”
a period of three months from the date of the MOU and extendable for a further period of nine months

“FGL”
Fujian Group Limited, a company incorporated in Hong Kong with limited liability, the shares of which are listed on the Stock Exchange

“FGL Directors”
directors of FGL

“FGL Group”
FGL and its subsidiaries

“FGL Shares”
shares of HK$0.125 each in the capital of FGL

“Investment Agreements”
the Sale and Purchase Agreement, the Subscription Agreement and the Option Agreement

“Investors”
SHL and TSV

“Listing Rules”
The Rules Governing the Listing of Securities on the Stock Exchange

“Madam Foo”
Madam Foo Kam Chu, Grace, Chairman of SHL who is beneficially interested in approximately 55.8 per cent. of the issued share capital of SHL

“MOU”
a legally binding memorandum of understanding dated 29 May 2002 entered into between the Investors and FGL in relation to the possible Restructuring Proposal

“Optilink”
深圳英海威光電通信有限公司 (Optilink Technologies Company Limited), a sino-foreign equity joint venture enterprise established in the PRC and indirectly owned as to 70 per cent. by Vision

“Option Agreement”
an option agreement to be entered into between TSV and FGL in relation to the granting of an option to TSV for the subscription of a total of 480,000,000 new FGL Shares

“Other Party”
any other party in association with TSV including Madam Foo and Mr. Koh Tat Lee

“Peking University”
北京大學科技開發部

“PRC”
The People's Republic of China

“Restructuring Proposal”
a possible restructuring proposal involving the transactions contemplated under the Investment Agreements and the restructuring of debts of the FGL Group contemplated under the Debt Restructuring Agreement

“Sale and Purchase Agreement”
a sale and purchase agreement in relation to the acquisition of certain companies engaging in the business of optical communications to be entered into between SHL (or its nominee) and/or the other Party as the vendor and FGL as the purchaser

“Service Charge”
a service charge in the lump sum of HK$6,000,000 for the consultancy services provided by TSV to the FGL Group

“Service FGL Shares”
new FGL Shares to be allotted and issued at the par value of HK$0.125 per share to TSV for the settlement of the Service Charge

“SHL”
Soundwill Holdings Limited, a company incorporated in Bermuda with limited liability, the shares of which are listed on the Stock Exchange

“SHL Directors”
directors of SHL

“Stock Exchange”
The Stock Exchange of Hong Kong Limited

“Subscription Agreement”
a subscription agreement to be entered into between TSV and FGL in relation to the subscription of the Convertible Notes by TSV

“TSV”
Turbo Success Ventures Limited, a company incorporated in the British Virgin Islands with limited liability and wholly owned by Madam Foo

“Vision”
Vision Telecommunications Holdings Limited, a company incorporated in the British Virgin Islands with limited liability and beneficially owned as to 90 per cent. by SHL, as to 9.67 per cent. by Madam Foo and as to 0.33 per cent. by Mr. Koh Tat Lee

“HK$”
Hong Kong dollars, the lawful currency of Hong Kong Special Administrative Region of the PRC


By Order of the Board
By Order of the Board

Soundwill Holdings Limited
Fujian Group Limited

Leung Yeuk Kuk, Joseph
Huang Jianguan

Director
Chairman

By Order of the Board
Turbo Success Ventures Limited 
Foo Kam Chu, Grace 
Director

Hong Kong, 3 June 2002

The respective directors of the Investors jointly and severally accept full responsibility for the accuracy of the information contained in this announcement (other than information relating to the FGL Group and TSV) and confirm, having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in this announcement (other than those relating to the FGL Group and TSV) have been arrived at after due and careful consideration and there are no other facts not contained in this announcement, the omission of which would make any statement in this announcement misleading.
The FGL Directors jointly and severally accept full responsibility for the accuracy of the information contained in this announcement (other than information relating to the Investors and their respective directors) and confirm, having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in this announcement (other than those relating to the Investors and their respective directors) have been arrived at after due and careful consideration and there are no other facts not contained in this announcement, the omission of which would make any statement in this announcement misleading.
Please also refer to the published version of this announcement in the (China Daily)
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