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SOLARTECH INTERNATIONAL
HOLDINGS LIMITED

 (Incorporated in Bermuda with limited liability)

DISCLOSEABLE TRANSACTION

Acquisitions of interest

in

HK1186.com Limited

The Directors are pleased to announce that the Purchaser, a wholly owned subsidiary of the Company, has entered into the Agreements on 23 May 2000 and 2 June 2000 respectively, to acquire from the Vendors a total of approximately 20% of the issued share capital of Cyber Top and approximately 20% of the shareholders' loan due from Cyber Top to the Vendors for a total consideration of HK$179,092,000. HK$54 million of the Consideration, payable under the First Agreement, has been satisfied in cash on completion of the First Agreement on 23 May 2000. HK$125,092,000 of the Consideration will be payable under the Second Agreement and will be satisfied by the allotment and issue of 2,200,000,000 new Shares in the capital of the Company at an issue price of HK$0.05686 per new Share upon completion of the Second Agreement. Cyber Top is the holding company of HK1186 which operates its business from its head office in Hong Kong and is principally engaged in the provision of online VCD/DVD wholesaling and retailing outlets and online cinemas and the licensing of copyrights to other web sites for online broadcasting.

The Acquisitions, when aggregated, constitute a discloseable transaction for the Company for the purposes of the Listing Rules.

A circular of the Company in relation to the Acquisitions will be despatched to Shareholders as soon as possible.

Trading in the Shares was suspended at the request of the Company from 10:00 a.m. on 5 June 2000 pending the release of this announcement. An application has been made to the Stock Exchange for resumption of trading in the Shares with effect from 10:00 a.m. on 7 June 2000.

The Agreements

Dates: 
First Agreement - 23 May 2000


Second Agreement - 2 June 2000

Vendors:
Richmax and E-Net, two limited liability companies incorporated in the British Virgin Islands. The Vendors and its beneficial owners are independent third parties not connected with the Company, any of the directors, chief executive or substantial shareholders of the Company or its subsidiaries or their respective associates.


Prior to the date of the First Agreement, E-Net and Richmax were interested in about 56% and 44% of the issued share capital of Cyber Top respectively. On completion of the First Agreement on 23 May 2000, the Purchaser became a shareholder of Cyber Top and, as at the date of this announcement, E-Net, Richmax and the Purchaser are interested in about 50%, 44% and 6% of the issued share capital of Cyber Top respectively.

Purchaser:
Net Store Investments Limited, a wholly owned subsidiary of the Company

Sale Shares:
9,112 shares of US$1.00 each in the issued share capital of Cyber Top, representing approximately 20% of its entire issued share capital. (The Vendors remain beneficially interested in the balance of its issued share capital.)

Sale Debt:
approximately 20% of the entire outstanding shareholders' loans, representing an amount of HK$597,000, advanced by the Vendors to Cyber Top

Consideration:
Payment 


The aggregate Consideration is the sum of HK$179,092,000. HK$54 million of the Consideration payable under the First Agreement has been paid in cash on completion of the First Agreement on 23 May 2000. A total of HK$125,092,000 of the Consideration will be payable under the Second Agreement and will be satisfied by the allotment and issue of 2,200,000,000 new Shares on completion of the Second Agreement, at an issue price of HK$0.05686 per new Share, to the Vendors in the proportions in which their respective holdings of the Sale Shares bear to the total number of the Sale Shares.


The Consideration Shares will be issued credited as fully paid and on terms that they will rank pari passu in all respects with the Shares in issue as at the date of allotment save as regards any dividend declared or paid by reference to a record date which is prior to the completion of the Second Agreement.


As at the date of this announcement, the Consideration Shares represent approximately 20% of the Company's existing issued share capital and approximately 16.6% of its issued share capital as enlarged by the issue of the Consideration Shares.


The Consideration Shares will be issued pursuant to a general mandate to issue Shares granted to the Directors at the special general meeting of the Company held on 2 June 2000.


Basis 


The Consideration was determined after arm's length negotiations between the Purchaser and the Vendors and represents a 10% discount to the amount of HK$1 billion at which a firm of independent valuers valued the business of HK1186 as at 2 June 2000. This valuation was arrived at by applying a multiplier of 8.5 to the revenue projection for HK1186 for the 12 months period ending in April 2001 which is estimated to be around HK$118 million.


The issue price of HK$0.05686 per Consideration Share represents a discount of about 5.2% to the closing price per Share of HK$0.06 on 2 June 2000, being the date of signing of the Second Agreement, and represents a premium of approximately 0.5% to HK$0.0566, being the average closing price per Share for the seven trading days up to and including 2 June 2000.

Conditions of 
Completion of the transaction contemplated under the Second 

  the Agreement:
Agreement is conditional upon the granting by the Stock Exchange of the listing of and permission to deal in the Consideration Shares


If the conditions set out above are not fulfilled within 14 days from the date of signing of the Second Agreement or such later date as the parties may agree, the Second Agreement will become null and void and of no further force and effect.

Completion:
Completion of the First Agreement has taken place immediately following signing on 23 May 2000. Completion of the Second Agreement shall take place within two business days after the condition set out above has been satisfied.

Shareholdings

As at the date of this announcement, Chau's Family and Mr. Chau Lai Him, the chairman of the Company, is jointly interested in approximately 36.94% of the Company's issued share capital and, so far as the Board is aware, there is no person who is beneficially interested in 10% or more of the existing issued share capital of the Company.

Upon issue of the Consideration Shares to the Vendors on completion of the Second Agreement, Chau's Family's shareholding in the Company will be reduced to approximately 30.81% of the issued share capital of the Company as enlarged by such issue. To the best knowledge of the Directors, the Vendors do not hold any Shares as at the date of this announcement. Pursuant to the Second Agreement, the Vendors will have acquired approximately 16.6% of the Company's enlarged issued share capital on completion of the Second Agreement. The Vendors currently intend to hold the Consideration Shares as long term investment and has no present intention to appoint any nominee to the Board.

Information relating to the Vendors, Cyber Top and HK1186

Cyber Top was incorporated on 1 February 2000 in the British Virgin Islands and is the holding company of HK1186 and, apart from its interest in HK1186, Cyber Top does not carry on any other business or own any other asset. Prior to the date of the First Agreement, the shareholders of Cyber Top were the Vendors. The Purchaser became a shareholder of Cyber Top on 23 May 2000 on completion of the First Agreement.

Based on information supplied by the Vendors, the Vendors are investment holding companies and do not carry on any business or own any asset apart from their indirect interest in HK1186. The sole beneficial owner of E-Net is Mr Wong Chak Wai who has been the head of the marketing team of equity derivative products in a foreign bank since October 1997 and has six years of experience in the financial services industry. Richmax is beneficially owned by Mr Huang Jian, Mr Huang Jun, Ms Li Siu Ying and Mr Wong Po Tone who have been business partners in film production, VCD/DVD distribution and copyright trading since 1997. These individuals are not connected with the Company, any of the directors, chief executive or substantial shareholders of the Company or its subsidiaries or their respective associates.

The primary business of HK1186 is the provision of online VCD/DVD wholesaling and retailing outlets and online cinemas and the licensing of copyrights to other web sites for online broadcasting. HK1186 currently manages two websites, both of which were launched in April 2000. Through these websites, HK1186 aims to offer the local and overseas Chinese online home entertainment programs. Based on information supplied by the Vendors, HK1186's existing library has more than 450 titles covering a wide spectrum of genres, including locally and non-locally produced motion pictures, documentaries, animated series, stage performances, recorded live concerts, karaoke, television series, magazine-type programs, educational programs and adult features. HK1186 aims to expand its existing library to offer more than 1,000 titles by the end of this year.

Since the commencement of HK1186's business in April 2000, the unaudited loss before tax and extraordinary items of HK1186 amounted to approximately HK$460,000 for the period from 1 April 2000 to 22 May 2000. As at the date of this announcement, the figure for the profit after taxation of HK1186 is not yet available. The unaudited net asset value of Cyber Top as at 22 May 2000 was approximately HK$3,560,000.

During its initial period of operation from the beginning of April 2000 to mid-May 2000, HK1186 was offering free content to viewers to attract members for its web sites. No e-commerce activities was introduced until the middle of May 2000. The turnover of HK1186 for the period from 1 April 2000 to 22 May 2000 was therefore negligible. The turnover of HK1186 for the 12 months period ending April 2001 is currently expected to amount to about HK$118 million. This projection is derived based on the number of members expected to be registered with HK1186's websites for the 12 months period ending April 2001. Based on information provided by the Vendors, as at 15 May 2000, HK1186 had 8,426 members registered with its websites and, as at 1 June 2000, this number increased to 18,716, representing a growth of 122% for the 17 days period from 15 May 2000 to 1 June 2000. 

Reason for the Acquisitions

The Company is an investment holding company and its subsidiaries are principally engaged in the sale of cable, wire and copper products used in the manufacture of electrical wiring and related products. The Directors believe that the Acquisitions present an excellent opportunity for the Company to diversify its existing businesses into the internet and related field. It is expected that HK1186 will begin generating a net profit around October 2000. Potential income generated from the Group's investment in HK1186 is expected to contribute to the Group's overall earnings. The Directors consider the terms of the Acquisitions to be fair and reasonable and in the best interest of the Group.

General 

Pursuant to the Listing Rules, the Acquisitions, when aggregated, constitute a discloseable transaction for the Company.

A circular containing details of the Acquisitions will be despatched to Shareholders as soon as practicable. An application will be made to the Stock Exchange for the listing of and permission to deal in the Consideration Shares.

Trading in the Shares was suspended at the request of the Company from 10:00 a.m. on 5 June 2000 pending the release of this announcement. An application has been made to the Stock Exchange for resumption of trading in the Shares with effect from 10:00 a.m. on 7 June 2000.

Definitions

"Acquisitions"
the acquisitions by the Purchaser from the Vendors of the Sale Shares and Sale Debt

"Agreements"
the First Agreement and the Second Agreement

"associates"
has the meaning ascribed thereto under the Listing Rules

"Board"
board of directors of the Company

"Chau's Family"
Chau's Family 1996 Limited, a company wholly owned by Chau's Family Trust, a discretionary trust of which Mr Chau Lai Him, the chairman of the Company, is a discretionary object

"Company"
Solartech International Holdings Limited, a company incorporated in Bermuda with limited liability, the ordinary share capital of which is listed on the Stock Exchange

"Consideration"
the consideration for the Acquisitions

"Consideration Shares"
2,200,000,000 new Shares in the capital of the Company to be issued at an issue price of HK$0.05686 per Share to satisfy the consideration payable under the Second Agreement

"Cyber Top"
Cyber Top Technologies Limited, a company incorporated in the British Virgin Islands with limited liability on 1 February 2000 and the holding company of HK1186

"Directors"
executive directors of the Company

"E-Net"
E-Net Technologies Limited, a company incorporated in the British Virgin Islands with limited liability and one of the Vendors

"First Agreement"
an agreement entered into between the Purchaser and a Vendor on 23 May 2000 to acquire approximately 6% of the issued share capital of Cyber Top and approximately 6% of the total shareholders' loan due from Cyber Top 

"Group"
the Company and its subsidiaries

"HK1186"
HK1186.com Limited, a company incorporated in Hong Kong with limited liability on 17 January 2000

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

"Purchaser"
Net Store Investments Limited, a company incorporated in the British Virgin Islands with limited liability on 8 March 2000 and a wholly owned subsidiary of the Company

"Richmax"
Richmax Technologies Limited, a company incorporated in the British Virgin Islands with limited liability and one of the Vendors

"Sale Debt"
a total of HK$597,000 representing 20% of the entire outstanding shareholders' loan due from Cyber Top acquired or to be acquired by the Purchaser under the Agreements

"Sale Shares"
a total of 9,112 shares of US$1.00 each in the capital of Cyber Top acquired or to be acquired by the Purchaser under the Agreements

"Second Agreement"
an agreement entered into between the Purchaser and the Vendors on 2 June 2000 to acquire approximately 13.9% of the issued share capital of Cyber Top and approximately 13.9% of the total shareholders' loan due from Cyber Top

"Share(s)"
issued ordinary share(s) of HK$0.01 each in the capital of the Company

"Shareholders"
shareholders of the Company

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Vendors"
E-Net and Richmax

"HK$"
Hong Kong dollars, the lawful currency of Hong Kong

"US$"
United States dollars, the lawful currency of the United States of America

"%"
per cent.

By Order of the Board of Directors of

Solartech International Holdings Limited

Chau Lai Him

Chairman

Hong Kong SAR, 5 June 2000

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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