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Soundwill Holdings Limited
(Incorporated in Bermuda with limited liability)

PROPOSED CAPITAL REORGANISATION, 
TERMINATION OF EXISTING SHARE OPTION SCHEME 
AND 
ADOPTION OF NEW SHARE OPTION SCHEME

The Board proposes to (i) reduce the nominal value of all the issued shares in the capital of the Company from HK$0.10 each to HK$0.01 each; (ii) reduce the share premium account of the Company by the entire amount of HK$1,061,335,986.43; and (iii) diminish all of the authorised but unissued share capital of the Company and immediately thereafter, increase its authorised share capital by the creation of such number of New Shares as shall be sufficient to bring its authorised share capital back to original amount of HK$500,000,000.

Implementation of the Capital Reorganisation will not, in itself, materially alter the net asset value, underlying assets, business operations, management or financial position of the Company or the proportional interests of the Shareholders in the Company, other than as a result of the payment of related expenses. The credit arising from the Capital Reduction and the Share Premium Reduction amounting to HK$1,341,812,180.02 will be applied to set off part of the accumulated losses of the Company.

The Board also proposes to terminate the existing share option scheme, which was adopted by the Company on 25 February 1997, and to adopt a new share option scheme.

A circular setting out the details of the Capital Reorganisation, termination of the existing share option scheme of the Company and adoption of the new share option scheme of the Company together with a notice convening the Special General Meeting to consider, and if thought fit, to approve the Capital Reorganisation, termination of the existing share option scheme of the Company and adoption of the new share option scheme of the Company, will be despatched to the Shareholders as soon as practicable.

PROPOSED CAPITAL REORGANISATION

As at the Latest Practicable Date, the authorised share capital and the issued share capital of the Company were HK$500,000,000 and HK$311,640,215.10 respectively. The Company proposes to effect the Capital Reorganisation under which:

(i) 
the nominal value of each of the issued shares in the capital of the Company will be reduced from HK$0.10 each to HK$0.01 each so that the issued share capital will be reduced from HK$311,640,215.10 (on the basis of 3,116,402,151 Shares in issue as at the Latest Practicable Date) by HK$280,476,193.59 to HK$31,164,021.51;

(ii) 
the Company's share premium account shall be reduced by the entire amount of HK$1,061,335,986.43;

(iii) 
all of the authorised but unissued share capital of the Company shall be diminished and immediately thereafter, the authorised share capital shall be increased from HK$31,164,021.51 to HK$500,000,000 by the creation of additional 46,883,597,849 New Shares in the capital of the Company (on the basis of 3,116,402,151 Shares in issue as at the Latest Practicable Date); and

(iv) 
the credit arising from the Capital Reduction and the Share Premium Reduction amounting to HK$1,341,812,180.02 will be applied to set off part of the accumulated losses of the Company.

Upon the Capital Reorganisation becoming effective and on the basis of 3,116,402,151 Shares in issue as at the Latest Practicable Date, the authorised share capital of the Company will be HK$500,000,000 comprising 50,000,000,000 New Shares, of which 3,116,402,151 New Shares will be issued and fully paid.

REASONS FOR CAPITAL REORGANISATION

The Capital Reorganisation will facilitate the Company in undertaking fund raising plan(s) in future should such opportunities arise. From 3 September 2001 to the Latest Practicable Date, the Shares have been trading at HK$0.098 to HK$0.043 as quoted on the Stock Exchange. Under the Companies Act, a company may not issue shares at a discount to the nominal value of such shares. In the circumstances, the reduction of the nominal value of the Shares from HK$0.10 per Share to HK$0.01 per New Share will enable the Company to issue shares above its nominal value in future. At present, the Company has no intention to issue any New Shares.

EFFECT OF THE CAPITAL REORGANISATION

Other than the expenses of approximately HK$300,000 incurred relating to the implementation of the Capital Reorganisation, implementation of the Capital Reorganisation will not, in itself, materially alter the net asset value, the underlying assets, business operations, management or financial position of the Company or the proportional interests of the Shareholders in the Company. The Board believes that the Capital Reorganisation will not have a material adverse effect on the financial position of the Company.

CONDITIONS OF THE CAPITAL REORGANISATION

The Capital Reorganisation is, inter alia, conditional upon:

(i) 
the passing of the special resolution by the Shareholders at the Special General Meeting to be convened by the Company approving the Capital Reorganisation;

(ii) 
the publication of a notice in an appointed newspaper in Bermuda in respect of the Capital Reduction and the Share Premium Reduction as required by section 46 of the Companies Act; and

(iii) 
the Listing Committee of the Stock Exchange granting listing of, and permission to deal in, the New Shares.

Application will be made to the Listing Committee of the Stock Exchange for the listing of, and permission to deal in, the New Shares.

TERMINATION OF EXISTING SHARE OPTION SCHEME AND ADOPTION OF NEW SHARE OPTION SCHEME

To be in line with the updated requirements of the Listing Rules in relation to share option schemes and to provide the Company with a flexible means of giving incentive to, rewarding, remunerating, compensating and/or providing benefits to the participants, the Board proposes to terminate the existing share option scheme, which was adopted by the Company on 25 February 1997, and to adopt a new share option scheme incorporating the requirements of the new Chapter 17 of the Listing Rules. A summary of the principal terms of the new share option scheme will be set out in the circular to be despatched to the Shareholders.

GENERAL

A circular setting out the details of the Capital Reorganisation, termination of the existing share option scheme of the Company and adoption of the new share option scheme of the Company together with a notice convening the Special General Meeting to consider, and if thought fit, to approve the Capital Reorganisation, termination of the existing share option scheme of the Company and adoption of the new share option scheme of the Company will be despatched to the Shareholders as soon as practicable.

DEFINITIONS

“Board” 
the board of Directors

“Capital Reduction” 
the proposed reduction of the capital of the Company whereby the nominal value of all its issued Shares will be reduced from HK$0.10 to HK$0.01 each and the issued capital will be reduced from HK$311,640,215.10 (on the basis of 3,116,402,151 Shares in issue as at the Latest Practicable Date) by HK$280,476,193.59 to HK$31,164,021.51

“Capital Reorganisation” 
the Capital Reduction, the Share Premium Reduction, the diminution of all the authorised but unissued share capital of the Company and the increase in the authorised share capital of the Company to HK$500,000,000 by the creation of additional New Shares in the capital of the Company

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

“Company Act” 
the Companies Act 1981 of Bermuda

“Directors” 
the directors of the Company

“Latest Practicable Date” 
6 June 2002, being the latest practicable date prior to the printing of this announcement for ascertaining information contained herein

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

“New Shares” 
new ordinary shares of HK$0.01 each of the Company immediately after the Capital Reorganisation

“Shares” 
ordinary shares of HK$0.10 each in the share capital of the Company

“Shareholders” 
holders of Shares

“Share Premium Reduction” 
the reduction in the Company's share premium account of the entire amount of HK$1,061,335,986.43

“Special General Meeting” 
the special general meeting of the Company to be convened to consider, and if thought fit, to approve the Capital Reorganisation, termination of the existing share option scheme of the Company and adoption of the new share option scheme of the Company

“Stock Exchange” 
The Stock Exchange of Hong Kong Limited

“HK$” 
Hong Kong Dollars, the lawful currency of Hong Kong


By Order of the Board


Soundwill Holdings Limited


Foo Kam Chu, Grace


Chairman

Hong Kong, 10 June 2002

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