V.S. INTERNATIONAL GROUP LIMITED


The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

[image: image1.jpg]



V.S. International Group Limited

威鋮國際集團有限公司

(incorporated in the Cayman Islands with limited liability)

SHARE PURCHASE AND SUBSCRIPTION AGREEMENT TECHNICAL LICENCE AND ASSISTANCE AGREEMENT MATERIAL SUPPLY AGREEMENT IN RELATION TO THE JOINT VENTURE AGREEMENT WITH ANDES AND STX MAJOR AND CONNECTED TRANSACTIONS

The Directors is pleased to announce that the Share Purchase and Subscription Agreement, the Technical Licence and Assistance Agreement and the Material Supply Agreement were entered into by the Group on 28 January 2003.

The Completion of the Share Purchase and Subscription Agreement is conditional upon the satisfaction of the conditions set out in the paragraph headed "Conditions of the Share Purchase and Subscription Agreement" below. The Technical Licence and Assistance Agreement and the Material Supply Agreement shall become effective upon Completion.

Upon completion of the Share Purchase and Subscription Agreement, the entire issued share capital of VSA(HK) will be beneficially owned as to 71% by VSII, 19% by Andes and 10% by STX. Each of Andes and STX would become substantial shareholders of VSA(HK) and thus connected persons to the Company under the Listing Rules.

As the net asset value of VSA(HK) which the Shares to be purchased under the Call Option represent cannot be ascertained as at the date of this announcement and will only be determined at the time of exercise of the Call Option with reference to the then latest audited consolidated accounts of VSA(HK), the grant of the Call Option and the disposal of Shares pursuant to the exercise of the Call Option were classified by the Stock Exchange as major and connected transactions and would be subject to the disclosure and Independent Shareholders' approval requirement under Chapter 14 of the Listing Rules.

Under the Listing Rules, any connected person interested in the Call Option and its associates will be required to abstain from voting on the resolutions approving the grant of the Call Option and the disposal of Shares pursuant to the exercise thereof at the relevant general meeting. So far as the Directors are aware after making reasonable enquiries, none of Andes, STX, any person interested in the Call Option and their respective associates is a Shareholder as at the date of this announcement and would have been required to abstain from voting if a general meeting of the Shareholders had been convened to approve the Call Option. Accordingly, the Company is seeking confirmation from the Stock Exchange that the approval of the grant of the Call Option and the disposal of Shares pursuant to the exercise thereof by the Independent Shareholders may be obtained by means of written approval by an Independent Shareholder who holds more than 50% in nominal value of the issued share capital of the Company. VVS Co., Ltd., a substantial Shareholder holding approximately 51.98% interest in the entire issued share capital of the Company and one of the Independent Shareholders has given its written approval to the Call Option and the disposal of Shares pursuant to the exercise thereof.

A circular containing details of the Call Option, a letter from an independent financial adviser and a letter from the independent board committee, will be despatched to the Shareholders as soon as possible.

The Company will make a further announcement, which will contain, among other matters, the exercise price of the Call Option upon the exercise of the Call Option by any of STX and Andes, and will comply with the relevant requirements in relation to notifiable transactions and/or connected transactions under Chapter 14 of the Listing Rules in relation to the exercise of the Call Option. The Company will enter into negotiation with Andes and STX and will endeavour to seek the parties' confirmation/agreement that the completion of the Call Option will be conditional upon the compliance of the relevant Listing Rules requirements.

The future sales of production materials by STX to each of VSA(HK) and VSA China under the Material Supply Agreement, the provision of technical support by, the grant of licence to use SMT Technologies and other related technical information by, and the temporary secondment of staff and/or qualified engineers by, Andes to VSA(HK) and/or VSA China under the Technical Licence and Assistance Agreement and the sub-licensing of such technologies and/or technical information by VSA(HK) to VSA China, may or may not constitute notifiable transactions (other than connected transactions) for the Company under the Listing Rules. However, these ongoing transactions will constitute ongoing connected transactions for the Company under the Listing Rules and, depending on the amount of consideration involved in each of these transactions, may be subject to the disclosure and/or shareholders' approval requirements under Chapter 14 of the Listing Rules. The Company will comply with the relevant requirements for these notifiable transactions and/or connected transactions under the Listing Rules, or will apply for the appropriate waiver in respect thereof in relation to these notifiable and/or connected transactions as and when needed.

Reference is made to the announcement of the Company dated 9 December 2002 regarding, among other things, the execution of the conditional Joint Venture Agreement with Andes and STX by VSII for the cooperation and joint investment in the PRC for the manufacture of the Products in the PRC and the proposed signing of the Share Purchase and Subscription Agreement, the Technical Licence and Assistance Agreement and the Material Supply Agreement and the granting of the Call Option. The Share Purchase and Subscription Agreement, the Technical Licence and Assistance Agreement and the Material Supply Agreement were entered into by the relevant parties on 28 January 2003, particulars of which are set out in this announcement.

SHARE PURCHASE AND SUBSCRIPTION AGREEMENT

	Date:
	28 January 2003

	
	

	Parties:
	VSII, as the vendor of the Sale Shares and as one of the subscribers of the Subscription Shares

	
	

	
	Andes, as one of the purchasers of the Sale Shares and as one of the subscribers of the Subscription Shares

	
	

	
	STX, as one of the purchasers of the Sale Shares and as one of the subscribers of the Subscription Shares

	
	

	
	VSA(HK), a wholly-owned subsidiary of the Company, as the issuer of the Subscription Shares

	
	

	
	Both Andes and STX are independent of and not connected with the directors, chief executive or substantial shareholders of the Company or any of its subsidiaries or any of their respective associates, (as defined under the Listing Rules). So far as the Directors are aware after making reasonable enquiries, save for the Transactions and other cooperations as contemplated under the Joint Venture Agreement, each of Andes and STX and their respective associates are independent of and not connected with each other.


Sale Shares to be sold

Upon Completion, VSII shall sell to each of Andes and STX 19 and 10 Shares, respectively, which represent 19% and 10% of the then issued share capital of VSA(HK), respectively.

Subscription Shares to be subscribed for

Upon Completion, each of VSII, Andes and STX shall subscribe for an aggregate of 15,599,900 new Subscription Shares proportional to their then shareholding ratio in VSA(HK) as follows:

VSII (11,075,929 Shares)(71%)

Andes (2,963,981 Shares)(19%)

STX (1,559,990 Shares)(10%)

Consideration

The purchase price per Sale Share payable by each of Andes and STX to VSII for the purchase of the Sale Shares shall be HK$1, which was determined after arm's length negotiations among the parties with reference to the unaudited net asset value of VSA(HK) as at the date of the Share Purchase and Subscription Agreement. The aggregate purchase price of HK$29 was paid in cash by each of Andes and STX to VSII upon the signing of the Share Purchase and Subscription Agreement.

The subscription price per Subscription Share payable by each of VSII, Andes and STX to VSA(HK) for the subscription of the Subscription Shares shall be HK$1, which was determined after arm's length negotiations among the parties with reference to the unaudited proforma net asset value of VSA(HK) as at the date of the Share Purchase and Subscription Agreement as adjusted to reflect the proposed investment by VSA(HK) in VSA China. The respective subscription price of HK$11,075,929, HK$2,963,981 and HK$1,559,990 shall be payable in cash by each of VSII, Andes and STX, respectively, to VSA(HK) upon Completion.

Conditions of the Share Purchase and Subscription Agreement

Completion of the Share Purchase and Subscription Agreement is conditional upon, among other things:

(a)
if necessary, the disclosure and/or shareholders' approval requirements as prescribed under the Listing Rules in connection with the connected transactions (as defined under the Listing Rules, including ongoing connected transactions) contemplated under the Joint Venture Agreement, the Material Supply Agreement and/or the Technical Licence and Assistance Agreement and such other transaction(s) contemplated thereunder (including but not limited to the grant of Call Option by VSII and the completion of the Call Option pursuant to the exercise thereof) being duly complied with by the Company, or waivers from strict compliance of such disclosure and/or shareholders' approval requirements being granted by the Stock Exchange subject to such terms and conditions as the Company may agree; and

(b)
all consents or approval of any relevant governmental authorities or other relevant third parties in Hong Kong, or elsewhere which are required for the entry into and the implementation of the Share Purchase and Subscription Agreement having been obtained, including all filings with any relevant governmental authorities or other relevant third parties in Hong Kong, or elsewhere which are required for the entering into and the implementation of the Share Purchase and Subscription Agreement having been made.

VSII may at its absolute discretion at any time waive any of the above conditions (to the extent it is capable of waiving) and such waiver may be made subject to such terms and conditions as are determined by VSII.

If any of the above conditions are not fulfilled or, as the case may be, waived by VSII on or before 5:00 p.m. on 30 June 2003 (or such later date as the parties may agree in writing), the Share Purchase and Subscription Agreement shall lapse and be of no further effect, and no party thereof shall have any claim against or liability to the other parties, save in respect of any antecedent breaches of the Share Purchase and Subscription Agreement.

Completion of the Share Purchase and Subscription Agreement

Completion of the Share Purchase and Subscription Agreement shall take place on the tenth business day after the fulfilment (or waiver) of the conditions as set out in the paragraph "Conditions of the Share Purchase and Subscription Agreement" above.

Administration of the Company

Upon Completion, the entire issued share capital of VSA(HK) will be beneficially owned as to 71% by VSII, 19% by Andes and 10% by STX. The Joint Venture Agreement will become effective upon Completion and will constitute an agreement among the shareholders of VSA(HK) regarding, among other matters, the joint investment, administration, operation and business activities of VSA(HK). In particular, it is provided that the board of directors of VSA(HK) shall consist of five directors and each of VSII, Andes and STX shall be entitled to nominate three, one and one director(s) of VSA(HK), respectively. There is no provision in the Joint Venture Agreement regulating the appointment of directors in VSA China.

Other details of the terms and conditions of the Joint Venture Agreement have been set out in the Company's announcement dated 9 December 2003.

TECHNICAL LICENCE AND ASSISTANCE AGREEMENT

	Date:
	28 January 2003

	
	

	Parties:
	Andes as technology provider and licensor

	
	

	
	VSA(HK) as technology licencee


Provision of SMT Technologies and related technical information

Under the Technical Licence and Assistance Agreement, Andes shall provide and grant to VSA(HK) (with full power to sub-licence to VSA China) a non-exclusive licence to use the SMT Technologies and/or the related knowhow, experience, data and all other technical or commercial information for the manufacturing of the Products and/or the operation of the SMT Technologies. Andes shall also provide VSA(HK) and/or VSA China with such technological support and assistance, such as provision of qualified engineers, training and/or seminars to the staff of VSA(HK) and/or VSA China, for the effective and efficient manufacturing of the Products and the smooth operation of the SMT Technologies.

Royalty and other consideration payable

In consideration of the licensing of the SMT Technologies and the related technical information by Andes under the Technical Licence and Assistance Agreement, VSA(HK) shall pay to Andes a royalty (the "Royalty") to be charged on every Product sold by VSA China which will be calculated in accordance with the following formula:

R = S x Q x 2%

where:

R
is the amount of Royalty payable by VSA(HK)

S
is the aggregate line assembly cost and the cost for processes involving the use of automatic insertion technology and/or SMT Technologies ("AI/SMT cost") per item of the Product sold as set out in the quotation, to which the Product sold relates, given by VSA China and confirmed by the relevant customer

Q
is the quantity of the Product sold

It was further provided that, for the purposes of calculating the line assembly cost and the AI/SMT cost, Andes and VSA(HK) shall, in respect of each quotation given by VSA China and confirmed by the relevant customer, negotiate in good faith whether any item(s) should be included or excluded for the purpose of such calculation. In the event that Andes and VSA(HK) fail to agree which item(s) is/are to be included or excluded for such purpose, the line assembly cost and the AI/SMT cost as set out in the quotation shall be used for calculating the line assembly cost and the AI/SMT cost.

The Royalty shall be payable with effect from 1 August 2003 until 31 July 2008 subject to the early termination of the Technical Licence and Assistance Agreement. Andes and VSA(HK) agreed that the amount of the Royalty (as so adjusted as aforesaid) shall be further reviewed by the parties after 31 July 2008 with reference to the then current SMT Technologies and related information provided in accordance with the Technical Licence and Assistance Agreement.

Royalty shall be payable by VSA(HK) within 45 days after the receipt of the relevant invoice, which shall be issued by Andes at the end of every month.

The amount and the payment terms for the temporary secondment of staff/qualified engineers from Andes to VSA(HK) and/or VSA China at the request of VSA(HK) shall be agreed among the parties separately on a case-by-case basis.

Certain allowances and expenses of personnel assigned by Andes to work for VSA(HK) and/or VSA China as VSA(HK)'s employee pursuant to the Technical Licence and Assistance Agreement shall be borne by VSA(HK) subject to the terms and conditions as provided therein and the service agreement(s) to be entered into between VSA(HK) and such personnel.

Term of the Technical Licence and Assistance Agreement

The term of the Technical Licence and Assistance Agreement shall commence upon the Joint Venture Agreement becoming unconditional and effective in accordance with its terms, and shall remain effective so long as Andes holds not less than 5% of the issued Shares. As mentioned in the Company's announcement dated 9 December 2002, the Joint Venture Agreement will become effective and unconditional upon Completion. In the event that Andes shall cease to holds 5% or more of the issued Shares, either party shall have the right to terminate the Technical Licence and Assistance Agreement by giving not less than one month's prior notice to the other party.

MATERIAL SUPPLY AGREEMENT

	Date:
	28 January 2003

	
	

	Parties:
	STX as seller

	
	

	
	VSA(HK) and VSA China as buyers


Supply of materials for the production of the Products

The Material Supply Agreement constitutes the general conditions for the supply of the production materials of the Products by STX to each of VSA(HK) and VSA China, and the terms and conditions of the Material Supply Agreement shall apply to every contract constituted by the written acceptance by STX of any purchase order for such production materials given by VSA(HK) and/or VSA China in accordance with its terms.

Under the Material Supply Agreement, each of VSA(HK) and/or VSA China shall grant to STX the right of first refusal to accept the purchase order of such production materials from each of VSA(HK) and/or VSA China at the lower of (i) the price as from time to time quoted by STX; or (ii) the price quoted by any third party ("TP Indicative Price") for the supply of such production materials of the same quantity and conditions and of comparable quality. If such purchase order is not accepted by STX in writing within 14 days from the date of such purchase order, VSA(HK) or (as the case may be) VSA China may make an offer to any third party for the supply of the production materials, provided that if the price initially offered by VSA(HK) or (as the case may be) VSA China to STX under the purchase order is the TP Indicative Price, then the offer made to such third party shall not be at a price more favourable than that of the TP Indicative Price.

The Material Supply Agreement further provides, in the event that the customer for the production of the Products to which the production materials relate is introduced and procured by STX, then unless otherwise expressly agreed between STX and VSA(HK) or (as the case may be) VSA China, VSA(HK) or (as the case may be) VSA China shall, notwithstanding the foregoing, exclusively place the purchase order in relation to such production materials with STX, and STX shall be deemed to have accepted such purchase order upon receipt thereof.

Payment of purchase price of the production materials

Under the Material Supply Agreement, the purchase price of the production materials shall be payable by VSA(HK) or (as the case may be) VSA China within 60 days after the end of the month of receipt of the relevant production materials in question by VSA(HK) or (as the case may be) VSA China.

Term of the Material Supply Agreement

The Material Supply Agreement shall become effective upon the Joint Venture Agreement becoming unconditional and effective in accordance with its terms, and shall remain effective so long as STX holds not less than 5% of the issued Shares. In the event that STX shall cease to holds 5% or more of the issued Shares, any party shall have the right to terminate the Material Supply Agreement by giving not less than one month's prior notice to the other parties.

REASONS FOR THE TRANSACTIONS

The Group has been principally engaged in the business of, among other businesses, the assembly of electronic parts and components and also used SMT Technologies and automatic insertion technology for the production of printed circuit boards for audio products and remote controls.

Andes is one of the major developers of the SMT Technologies and has extensive experience in the manufacturing of the Products. STX is a worldwide distributor of electronic products and has extensive worldwide marketing and distribution networks.

The Directors expect that, with strong technological support from Andes, the overall technology capability of the Group can be thereby improved and the Group may use the SMT Technologies to expand its business to high-end electronic products assembly. The distribution capability of STX can also help the Group to capture the business opportunities in this high market potential products and enlarge its market shares worldwide.

MAJOR AND CONNECTED TRANSACTIONS

Under the Joint Venture Agreement, VSII has conditionally agreed to grant to Andes and STX at nil consideration an option to purchase such additional number of Shares which, together with all the Shares already held by them, represent up to 49% of the entire issued share capital of VSA(HK) from VSII. The purchase price payable by the parties exercising such option shall be the higher of (i) HK$1 or (ii) the net asset value of VSA(HK) as at the time of exercise of the Call Option as shown in its latest audited consolidated accounts which the Shares to be purchased under the Call Option represent. There is no time limit for the exercise of the Call Option.

Upon Completion, the entire issued share capital of VSA(HK) will be beneficially owned as to 71% by VSII, 19% by Andes and 10% by STX. Each of Andes and STX would become substantial shareholders of VSA(HK) and thus connected persons to the Company under the Listing Rules.

As the net asset value of VSA(HK) which the Shares to be purchased under the Call Option represent cannot be ascertained as at the date of this announcement and will only be determined at the time of exercise of the Call Option with reference to the then latest audited consolidated accounts of VSA(HK), the grant of the Call Option and the disposal of Shares pursuant to the exercise of the Call Option were classified by the Stock Exchange as major and connected transactions and would be subject to the disclosure and Independent Shareholders' approval requirement under Chapter 14 of the Listing Rules.

Under the Listing Rules, any connected person interested in the Call Option and its associates will be required to abstain from voting on the resolutions approving the grant of the Call Option and the disposal of Shares pursuant to the exercise thereof at the relevant general meeting. So far as the Directors are aware after making reasonable enquiries, none of Andes, STX, any person interested in the Call Option and their respective associates is a Shareholder as at the date of this announcement and would have been required to abstain from voting if a general meeting of the Shareholders had been convened to approve the Call Option. Accordingly, the Company is seeking confirmation from the Stock Exchange that the approval of the grant of the Call Option and the disposal of Shares pursuant to the exercise thereof by the Independent Shareholders may be obtained by means of a written approval by an Independent Shareholder who holds more than 50% in nominal value of the issued share capital of the Company. VVS Co., Ltd., a substantial Shareholder holding approximately 51.98% interest in the entire issued share capital of the Company and one of the Independent Shareholders, has given its written approval to the Call Option and the disposal of Shares pursuant to the exercise thereof.

A circular containing details of the Call Option, a letter from an independent financial adviser and a letter from the independent board committee, will be despatched to the Shareholders as soon as possible.

The Company will make a further announcement, which will contain, among other matters, the exercise price of the Call Option upon the exercise of the Call Option by any of STX and Andes, and will comply with the relevant requirements in relation to notifiable transactions and/or connected transactions under Chapter 14 of the Listing Rules in relation to the exercise of the Call Option. The Company will enter into negotiation with Andes and STX and will endeavour to seek the parties' confirmation/agreement that the completion of the Call Option will be conditional upon the compliance of the relevant Listing Rules requirements.

The future sales of production materials by STX to each of VSA(HK) and VSA China under the Material Supply Agreement, the provision of technical support by, the grant of licence to use SMT Technologies and other related technical information by, and the temporary secondment of staff and/or qualified engineers by, Andes to VSA(HK) and/or VSA China under the Technical Licence and Assistance Agreement and the sub-licensing of such technologies and/or technical information by VSA(HK) to VSA China, may or may not constitute notifiable transactions (other than connected transactions) for the Company under the Listing Rules. However, these ongoing transactions will constitute ongoing connected transactions for the Company under the Listing Rules and, depending on the amount of consideration involved in each of these transactions, may be subject to the disclosure and/or shareholders' approval requirements under Chapter 14 of the Listing Rules. The Company will comply with the relevant requirements for these notifiable transactions and/or connected transactions under the Listing Rules, or will apply for the appropriate waiver in respect thereof in relation to these notifiable and/or connected transactions as and when needed.

DEFINITIONS

In this announcement, the following expressions shall, unless the context requires otherwise, have the following meanings:

	"Andes"
	Andes Electric Co., Ltd., a company incorporated in Japan

	
	

	"Call Option"
	the option granted by VSII to Andes and STX for the purchase of certain Shares from VSII, details of which are set out in the announcement of the Company dated 9 December 2002 and in the section headed "Major and Connected Transactions" above

	
	

	"Company"
	V.S. International Group Limited (威鋮國際集團有限公司), a company incorporated in the Cayman Islands with limited liability, the shares of which are listed on the main board of The Stock Exchange of Hong Kong Limited

	
	

	"Completion"
	completion of the Share Purchase and Subscription Agreement in accordance with its terms

	
	

	"Directors"
	the directors of the Company

	
	

	"Group"
	the Company and its subsidiaries

	
	

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

	
	

	"Hong Kong"
	the Hong Kong Special Administrative Region of the PRC

	
	

	"Independent Shareholder(s)"
	Shareholder(s) other than Andes, STX, any connected person interested in the Call Option and their respective associates

	
	

	"Joint Venture Agreement"
	the conditional joint venture agreement dated 30 November 2002 and entered into between VSII, Andes and STX for the cooperation and joint investment in the PRC for the manufacture of, among other things, the Products

	
	

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

	
	

	"Material Supply  Agreement"
	the conditional material supply agreement dated 28 January 2003 and entered into between STX, VSA(HK) and VSA China containing the general conditions for the supply of such necessary production materials for the manufacturing of the Products by STX to each of VSA(HK) and VSA China

	
	

	"PRC"
	the People's Republic of China

	
	

	"Products"
	printed circuit board and its related electronics semi-finished and/or finished products using the SMT Technologies

	
	

	"Sale Shares"
	the 29 Shares beneficially owned by VSII, representing 29% of the existing issued share capital of VSA(HK)

	
	

	"Shareholder(s)"
	shareholder(s) of the Company

	
	

	"Share(s)"
	share(s) of HK$1 each in the share capital of VSA(HK)

	
	

	"Share Purchase and  Subscription Agreement"
	the conditional share purchase and subscription agreement dated 28 January 2003 and entered into by VSII, Andes, STX and VSA(HK), the details of which are set out under the section headed "Share Purchase and Subscription Agreement" above

	
	

	"SMT Technologies"
	surface mounting technologies, a specialised manufacturing process used for the production of the Products

	
	

	"STX"
	Sumitronics Hong Kong Ltd., a company incorporated in Hong Kong

	
	

	"Subscription Shares"
	the 15,599,900 Shares to be subscribed by each of VSII, Andes and STX proportional to its then shareholding ratio in VSA(HK) upon Completion pursuant to the Share Purchase and Subscription Agreement

	
	

	"Technical Licence and Assistance Agreement"
	the conditional technical licence and assistance agreement dated 28 January 2003 and entered into between Andes and VSA(HK) for the provision by Andes to VSA(HK) and/or VSA China of the SMT Technologies for the manufacturing of the Products, and such other technological support and assistance in connection thereof

	
	

	"Transactions"
	the transactions as referred to in this announcement

	
	

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

	
	

	"VSA China"
	威士茂安商住電子科技(珠海)有限公司(VSA Electronics Technology (Zhuhai) Co., Ltd.*), a wholly foreign owned enterprise established in Zhuhai, the PRC jointly by VSII and VSA(HK)

	
	

	"VSA(HK)"
	VSA Holding Hong Kong Co., Limited (威士茂安商住控股香港有限公司), a company incorporated under the laws of Hong Kong and a wholly owned subsidiary of the Company

	
	

	"VSII"
	V.S. International Industry Limited (威鋮國際工業有限公司*), a company incorporated under the laws of the British Virgin Islands and a wholly owned subsidiary of the Company

	
	

	"%"
	per cent.


By order of the board of Directors of

V.S. International Group Limited

Beh Kim Ling

Chairman

Malaysia, 28 January 2003

*  for identification purposes only

Please also refer to the published version of this announcement in The Standard dated 29 January 2003.

V.S. INTERNATIONAL GROUP LIMITED

29 January 2003
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