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Shun Cheong Holdings Limited

順昌集團有限公司

(Incorporated in Bermuda with limited liability)

CONNECTED TRANSACTIONS

REORGANIZATION OF BINARY KOD LIMITED

The Company announces that on 26 March 2002 Wonderland.com Limited (a wholly owned subsidiary of the Company) and Investrade International Limited (an 80% owned subsidiary of the Company) have entered into various agreements with a substantial shareholder of Investrade International Limited, namely Gentle Victory Limited, and a substantial shareholder of Binary KOD Limited (an indirectly 57.2% owned subsidiary of the Company), namely Viewise Management Corporation, relating to the reorganization of Binary KOD Limited.

As Gentle Victory Limited and Viewise Management Corporation are connected persons of the Company under the Listing Rules, the reorganization of Binary KOD Limited constitutes a connected transaction for the Company under the Listing Rules.

Completion of Reorganization was scheduled to take place on Reorganization Completion Date and as at the date of this announcement, the reorganization of Binary KOD Limited has completed. 

Trading in the shares of the Company was suspended with effect from 10:00 a.m. on 27 March 2002 at the request of the Company pending the publication of this announcement. The Company has submitted an application to the Stock Exchange for the resumption of trading at 9:30 a.m. on 2 April 2002.

INTRODUCTION

The Board of Directors of the Company refers to the previous announcements of the Company dated 25 April 2000 and 11 October 2000 ("Announcements") and announces that on 26 March 2002, Investrade together with its shareholders, Wonderland and Gentle Victory, have after arms-length negotiations entered into an agreement with Viewise and Binary KOD ("Reorganization Agreement") setting out the terms of reorganization of Binary KOD between the aforesaid contracting parties ("Parties"). Pursuant to the Reorganization Agreement, Viewise agreed to, upon Completion of Reorganization, effect the full and complete dissolution of all agreements previously entered into between Investrade and itself pertaining to their investment in Binary KOD as disclosed in the previous Announcements, in consideration of the Parties' several undertakings and the agreed restructuring of the ownership of Binary KOD.

The Reorganization Agreement dated 26 March 2002

Purpose:
To implement and effect a strategic redeployment of shareholding interests in Binary KOD by its beneficial shareholders, namely Wonderland, Gentle Victory and the Shareholders of Viewise, who deem the current segregation of interests through agreements between differing groups of shareholders, specifically Investrade and Viewise, no longer feasible nor beneficial and commercially inflexible. 

The Parties:

Investrade:
Investrade International Limited, a company incorporated in the British Virgin Islands with limited liability and a subsidiary of the Company, with 80% and 20% interest of its issued share capital being owned by Wonderland and Gentle Victory respectively

Viewise:
Viewise Management Corporation, a company incorporated in the British Virgin Islands with limited liability, the entire issued share capital of which are owned by Mr. Maurice Chow Chung Kit ("Mr. Chow"), Mr. Paul Li Ping Por ("Mr. Li"), Mr. Cheung Kwok Chung ("Mr. Cheung"), Mr. Leung Yu Cheung ("Mr. Leung"), Mr. Ho Wing Hang ("Mr. Ho") and Mr. Camus Fan Sai Hung ("Mr. Fan") (collectively "Shareholders of Viewise")


The Shareholders of Viewise are parties to the Viewise Shares Transfer Agreement. Each of Mr. Chow, Mr. Li and Mr. Cheung is a director in the board of Binary KOD but is otherwise not considered to be a connected person of the Company under the Listing Rules, whilst Mr. Leung, Mr. Ho and Mr. Fan are independent third parties not connected with the Directors, chief executive and substantial shareholders of the Company, any of its subsidiaries or their respective associates (as defined in the Listing Rules)

Wonderland:
Wonderland.com Limited, a company incorporated in the British Virgin Islands with limited liability and is a wholly-owned subsidiary of the Company

Gentle Victory:
Gentle Victory Limited, a company incorporated in the British Virgin Islands with limited liability and being a shareholder of Investrade is also considered to be a connected person of the Company for the purposes of the Listing Rules

Binary KOD:
Binary KOD Limited, a company incorporated in the British Virgin Islands with limited liability, the entire issued share capital of which is owned before Completion of Reorganization as to approximately 57.2% (i.e. 1,144 Binary KOD Shares) by Investrade and approximately 42.8% (i.e. 856 Binary KOD Shares) by Viewise, and is a subsidiary of the Company by virtue of the Company's indirect interests in the shares of Investrade

Restructuring the ownership of Binary KOD

The Parties have agreed as part of the Reorganization arrangement, inter alia, that upon Completion of Reorganization:

(i)
Investrade shall transfer all of its interest in 915 and 229 Binary KOD Shares, being its entire holding of Binary KOD Shares, respectively to Wonderland and Gentle Victory in the ratio of 80:20 free from encumbrances and for the respective cash consideration of US$ 915.00 and US$ 229.00, being a redistribution of shareholders' interests at arms-length, with all of Investrade, Wonderland and Gentle Victory entering into the Investrade Shares Transfer Agreement in relation thereto;

(ii)
Viewise shall transfer all of its interest in 375, 214, 60, 69, 69 and 69 Binary KOD Shares, being its entire holding of Binary KOD Shares, respectively to the Shareholders of Viewise, namely Mr. Chow, Mr. Li, Mr. Cheung, Mr. Leung, Mr. Ho and Mr. Fan free from encumbrances and for the respective cash consideration of US$ 375.00, US$ 214.00, US$ 60.00, US$ 69.00, US$ 69.00 and US$ 69.00, being a redistribution of shareholders' interests at arms-length, with all of Viewise and the Shareholders of Viewise entering into the Viewise Shares Transfer Agreement in relation thereto;

(iii)
Wonderland and Gentle Victory shall together in their respective proportion of interest in Binary KOD transfer all of their interests in 152, 86, 25, 27, 27, 27 Binary KOD Shares, representing 17.20% of the entire issued share capital of Binary KOD, respectively to the Shareholders of Viewise, being the consideration upon which Viewise undertook to discharge all of Wonderland's liabilities of HK$8,000,000 in relation to the agreements entered into between Investrade and Viewise prior to the Reorganization, namely Mr. Chow, Mr. Li, Mr. Cheung, Mr. Leung, Mr. Ho and Mr. Fan free from encumbrances;

(iv)
each of Wonderland and Gentle Victory shall by resolution continue to nominate and elect the directors of Binary KOD previously appointed by Investrade as at the date of execution of the Reorganization Agreement and shall procure the production of the relevant letters of consent to act by such individual directors;

(v)
the shareholders' agreement between Investrade and Viewise as shareholders of Binary KOD ("Binary KOD Shareholders' Agreement") and the shareholders' agreement between Wonderland and Gentle Victory as shareholders of Investrade both dated 25 April 2000 shall be deemed as being terminated immediately upon Completion of Reorganization;

(vi)
Mr. Chow and Mr. Li, being the substantial shareholders of Viewise, be released and discharged from their liabilities as guarantors under the Binary KOD Shareholders' Agreement and the share purchase agreement between themselves, Investrade and Viewise dated 25 April 2000 in respect of the performance of Viewise's obligations thereunder; and

(vii)
Binary KOD shall resolve to approve the cancellation of existing and issuance of relevant share certificates in respect of the transfers of Binary KOD Shares mentioned in paragraphs (i), (ii) and (iii) above, registration of Wonderland, Gentle Victory and each of the Shareholders of Viewise as holders of their respective amounts of Binary KOD Shares and the continued appointment of directors under the revised nomination of Wonderland and Gentle Victory.

Undertakings of Investrade and Viewise

In consideration of the Parties' several undertakings and agreed restructuring of the ownership of Binary KOD, Viewise agreed with Investrade as part of the Reorganization arrangement to treat for all purposes, immediately upon Completion of Reorganization, all contracts or agreements ("Binary KOD Agreements") for the management of and investment in Binary KOD executed before the Reorganization and which they themselves are parties, including the Binary KOD Shareholders' Agreement, as being irrevocably cancelled and rescinded.

Both Investrade and Viewise also agreed that, henceforth upon Completion of Reorganization, neither party shall be entitled to pursue against each other any claim in relation to the Binary KOD Agreements and any cause of action therein shall be regarded as being irrevocably disclaimed and abandoned.

Conditions Precedent and Completion of Reorganization

Pursuant to the Reorganization Agreement, Completion of Reorganization shall take place on the Reorganization Completion Date, conditional upon, inter alia, the obtaining of all necessary consents, authorizations or other approval of any kind in connection with the entering into and performance of the terms of the Reorganization Agreement, all warranties, representations and undertakings as set out therein being true and accurate in all respects, and the following businesses ("Completion Events") being concurrently and simultaneously transacted to the satisfaction of the Parties:

(a)
due execution of the Investrade Shares Transfer Agreement and Viewise Shares Transfer Agreement;

(b)
delivery of share certificates, certified copies of duly executed instruments of transfer, bought and sold notes and payments of cash consideration in respect of the relevant transfers of Binary KOD Shares contemplated therein;

(c)
delivery of certified copies of written resolutions or minutes of meeting of directors or shareholders where appropriate for each of the Parties authorizing the execution and performance of the Reorganization Agreement and, where relevant, any ancillary documentation stipulated therein; and

(d)
execution of other relevant documentation.

Effect of Reorganization on the Company

The number of Binary KOD Shares transferred from Wonderland to the Shareholders of Viewise under paragraph (iii) above constitute approximately 13.75% of the entire issued share capital of Binary KOD, which prior to the Reorganization Completion Date, were held indirectly by the Company through its interest in the shares of Investrade. Completion of Reorganization will conclude with the Company having its interest in Binary KOD, by virtue of its exclusive ownership of Wonderland, being reduced from 45.76% to approximately 32%, whilst still being the single largest shareholder of Binary KOD. The transfers of Binary KOD Shares by Wonderland and Gentle Victory to Mr. Chow, Mr. Li and Mr. Cheung, being connected persons of the Company, constitute connected transactions under the Listing Rules. Tenure of the directors appointed by Investrade into the board of Binary KOD will continue without cessation immediately upon Completion of Reorganization as nominee directors of Wonderland and Gentle Victory respectively for a period of 2 years from the Reorganization Completion Date. As Binary KOD operates its business of karaoke systems supply and installation primarily through its subsidiary companies, the day-to-day operations and management of Binary KOD will not be affected by the Reorganization arrangement.

The Directors, including the independent non-executive directors of the Company, consider that the terms and conditions of the Reorganization Agreement are fair and reasonable, on normal commercial terms and in the best interests of the shareholders of the Company.

Corporate Chart of the Company before and after implementation of Transaction A
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*
Investrade is no longer represented in this chart as after Completion of Reorganization, it becomes a dormant company. 


Viewise is no longer represented in this chart as it will not constitute a member in the corporate group structure of the Company after Completion of Reorganization. 

Completion of Reorganization

Completion of the Reorganization was scheduled to take place on the Reorganization Completion Date, which at the date of this announcement, the Reorganization has duly completed. Upon Completion of Reorganization, the Company's interest in Binary KOD has been reduced to 32% and Binary KOD no longer is considered as a subsidiary of the Company for the purposes of the Listing Rules. 

Reasons for the Reorganization 

The Company and its subsidiaries (the "Group") are principally engaged in (a) the provision and maintenance of multi-discipline building services including electrical engineering, water pumping and fire services, air-conditioning, plumbing and drainage, environmental engineering, extra voltage system engineering, telecom wiring and project management, and (b) the trading of electrical and mechanical engineering material and equipment.

The business of Binary KOD was affected by the poor economy of Hong Kong. As no light of an improvement in the economy in Hong Kong was expected in the near future, it was expected that the business of Binary KOD business is likely to continue to suffer. Additionally, in view of the poor performance of Binary KOD, the Company considers to reduce its interests in Binary KOD to 32% and Binary KOD being no longer a subsidiary of the Company is beneficial to the Company and its shareholders instead of increasing its interest in Binary KOD. 

General

Viewise and Gentle Victory are considered to be connected persons of the Company under the Listing Rules. Accordingly, the Reorganization constitutes a connected transaction for the Company which is not subjected to the approval of the independent shareholders of the Company under the Listing Rules. Details of the Reorganization will be included in the next published annual report and accounts of the Company.

Resumption of Trading

Trading in the shares of the Company was suspended with effect from 10:00 a.m. on 27 March 2002 at the request of the Company pending the publication of this announcement. The Company has submitted an application to the Stock Exchange for the resumption of trading at 9:30 a.m. on 2 April 2002.

DEFINITIONS

"Binary KOD Shares"
shares of US$1.00 each in the capital of Binary KOD

"Board"
the board of Directors of the Company

"Business Day"
any day (excluding Saturday) on which banks generally are open for business in Hong Kong

"Company"
Shun Cheong Holdings Limited, a company incorporated in Bermuda with limited liability and listed on the Stock Exchange

"Completion of Reorganization"
satisfactory transaction of all businesses and fulfillment of conditions contemplated under the Reorganization Agreement

"Directors"
the executive, non-executive and independent non-executive directors of the Company

"Investrade Shares Transfer Agreement"
ancillary agreement to the Reorganization Agreement entered into between Investrade, Wonderland and Viewise

"Listing Rules"
the Rules Governing the Listing of Securities on the Stock Exchange

"Parties"
means the contracting parties to the Reorganization Agreement

"Reorganization"
implementation of the transactions contemplated under the Reorganization Agreement 

"Reorganization Agreement"
agreement entered into between Investrade, Wonderland, Gentle Victory, Viewise and Binary KOD on 26 March 2002

"Reorganization Completion Date"
28 March 2002, or any other Business Day mutually agreed between the Parties to the Reorganization Agreement

"Stock Exchange"
the Stock Exchange of Hong Kong Limited

"subsidiaries"
any company which is for the time being and from time to time a subsidiary falling within the meaning of section 2 of the Companies Ordinance (Chapter 32 of the Laws of Hong Kong) of the Company

"Viewise Shares Transfer Agreement"
ancillary agreement to the Reorganization Agreement entered into between Viewise and the Shareholders of Viewise

By order of the Board

SHUN CHEONG HOLDINGS LIMITED

Chan Yuen Keung
Managing Director

Hong Kong, 28 March 2002

website: http://www.irasia.com/listco/hk/shuncheong

Please also refer to the publish version of this announcement in the Hong Kong iMail.
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