
SUNWAY BUILDING TECHNOLOGY BERHAD

2.0
DETAILS OF THE PROPOSED CORPORATE RESTRUCTURING EXERCISE 

Based on the Restructuring Agreements, the Proposed Corporate Restructuring Exercise will entail the following exercises:-

2.1
Proposed Group Restructuring 

Based on the Company’s announcement on 13 May 2002 and as an integral part of the Proposed Corporate Restructuring Exercise, the Suntech Group will undergo an internal restructuring exercise (“Proposed Group Restructuring”). The detailed terms of the Proposed Group Restructuring together with certain amendments to the Proposed Group Restructuring as announced on 13 May 2002 are as follows:-

2.1.1
Sun-Block PMI, a wholly-owned subsidiary of Suntech shall transfer certain of its piling equipment and assets (“Piling Assets”) to Sunway Pipe Pro Sdn Bhd, a wholly-owned subsidiary of Suntech (“Proposed Initial Transfer”).  

The indicative aggregate consideration for the Proposed Initial Transfer of RM45.8 million shall be based on the audited net book value of the Piling Assets as at 31 December 2001 and shall be satisfied by inter-company balances between Sunway Pipe Pro Sdn Bhd and Sun-Block PMI.

2.1.2
Upon completion of the Proposed Initial Transfer, Suntech shall transfer its entire equity interest in Sun-Block PMI and Sunway Pipeplus Technology Sdn Bhd (collectively, the “Manufacturing Subsidiaries”) to City Leader Sdn Bhd (“City Leader”), a wholly-owned subsidiary of Suntech, which is presently dormant (“Proposed Transfer-I”).  City Leader will replace Sunway Modular Construction Sdn Bhd (based on the Company’s earlier announcement on 13 May 2002) as the special purpose vehicle to effect the Proposed Transfer-I.

The indicative aggregate consideration for the Proposed Transfer-I of RM22.0 million shall be based on the audited net tangible assets (“NTA”) of the Manufacturing Subsidiaries as at 31 December 2001 and shall be satisfied by inter-company balances between City Leader and Suntech.

2.1.3
Concurrently but upon completion of the Proposed Transfer-I, Suntech shall also transfer, (i) its entire equity interest in nine (9) of its subsidiary companies as named below (“Construction Subsidiaries”); and (ii) its entire equity interest in Suntech Industries Sdn Bhd (“SISB”), a 30.0%-owned associated company of Suntech to SMSB, a wholly-owned subsidiary of Sun-Block PMI. 

The Construction Subsidiaries comprise of the following:-

(a) Sunway Precast Industries Sdn Bhd;

(b) Sun-Block (Batang Kali) Sdn Bhd;

(c) Sunway PMI-Pile Construction Sdn Bhd;

(d) Sunway Top-Down Technology Sdn Bhd;

(e) Eternal Reserves Sdn Bhd;

(f) Sunway Pipe Pro Sdn Bhd;

(g) Sunway Modular Construction Sdn Bhd;

(h) Gold Kinetic Sdn Bhd; and

(i) Sunway Building Technology (Vietnam) Sdn Bhd

The Construction Subsidiaries are principally involved in the construction-related sector.

2.1.4
Upon completion of the transfer referred to in Section 2.1.3 above, Suntech shall also transfer its assets (at Company level) as identified below (“Suntech Assets”) to SMSB. Thereafter,to be referred to as the “Proposed Transfer-II”.  SMSB will replace Sunway Pipe Pro Sdn Bhd (based on the Company’s earlier announcement on 13 May 2002) as the special purpose vehicle to effect the Proposed Transfer-II.

The Suntech Assets comprise of the following:-

(a) All immovable properties owned by Suntech (at Company level); and

(b) All receivables (including all inter-company and 3rd party debts, loans and liabilities) outstanding or owed to Suntech (at Company level).

The indicative aggregate consideration for the Proposed Transfer-II of RM1.00 was arrived at after taking into account the audited NTA of the Construction Subsidiaries and SISB as at 31 December 2001 as well as the net book value of the Suntech Assets as at 31 March 2002 (including any amount owing by City Leader to Suntech arising from the Proposed Transfer-I).  The consideration shall be satisfied via cash payable by SMSB to Suntech.

2.1.5
Information on Suntech’s subsidiaries and associated companies are as set out in Table 1. 

2.1.6
In conjunction with the abovesaid internal restructuring of the Suntech Group, Suntech had also on 13 May 2002 entered into an agreement to transfer its entire 50% equity interest in Pioneer Sun-Mix Concrete Sdn Bhd to Pioneer International Holdings Pty Ltd, a wholly-owned subsidiary of Hanson Plc. and terminate its option to subscribe for one (1) additional share in Pioneer Sun-Mix Concrete Sdn Bhd (“Proposed Disposal of PSMC”).  (A separate announcement pertaining to the Proposed Disposal of PSMC had been made on 13 May 2002 by Suntech).

2.2
Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon

2.2.1
Details of the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon

Suntech and Sun-Block PMI, a wholly-owned subsidiary of Suntech has on 27 June 2002 entered into a conditional SPA-SunCon with SunCon for the disposal of the following:- (i) Sun-Block PMI’s entire equity interests in the Construction Subsidiaries and SISB as well as the Suntech Assets (all grouped under SMSB); and (ii) the transfer of all its liabilities as referred to below to SunCon upon completion of the Proposed Group Restructuring.
Under the terms of the SPA-SunCon, the liabilities and debts to be novated and transferred to SunCon would entail: (i) the syndicated term loan of RM62 million granted to Suntech by the Syndicated Lenders (namely, RHB Sakura Merchant Bankers Berhad, Overseas Union Bank (M) Berhad, RHB Bank Berhad and HSBC Bank Malaysia Berhad pursuant to the Facility Agreement dated 25 July 2001); (ii) all corporate guarantees given by Suntech to guarantee the obligations and liabilities of SMSB, the Construction Subsidiaries and SISB (excluding Suntech at Company level); and (iii) all other debts and liabilities of Suntech.  Thereafter, items (i) and (ii) above are to be referred to as the “Suntech Liabilities".  

As at 31 May 2002, corporate guarantees given by Suntech on behalf of the Construction Subsidiaries amounted to RM3.297 million for banking facilities utilised. Save as disclosed above, there are no other 3rd party liabilities to be assumed by SunCon as a consequence of the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon.  

The sale consideration for the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon shall be for a nominal sum of RM1.00.  This is arrived at on a willing buyer-willing seller basis after taking into account, amongst others, the proforma audited NTA of SMSB (including the Construction Subsidiaries, SISB, Suntech Assets and Suntech Liabilities) as at 31 December 2001 of RM4.875 million and the expected future losses arising from the Proposed Disposal of PSMC as well as SMSB’s (including the Construction Subsidiaries and SISB) further losses up to the completion of the Proposed Divestment of SMSB and the Transfer of Suntech Liabilities to SunCon. 

As part of the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon, SunInc and SunCon have on 27 June 2002 entered into the Collateral Agreement. Pursuant to the Collateral Agreement, SunInc and SunCon have agreed that within three (3) months from the completion of the sale and purchase transaction, KPMG or such other accounting firm (“Financial Adviser”) as the parties may agree shall be appointed to conduct a financial audit to determine: (i) the net tangible liabilities/deficit of SMSB, the Construction Subsidiaries and SISB (collectively the “Said Companies”); and (ii) the aggregate amount of unutilized business tax losses and capital allowances (hereinafter referred to as the “Unutilized Tax Losses”) of the Said Companies as at the date of completion of the said sale and purchase transaction (“Completion Date”). SunInc and SunCon have further agreed that subject to the terms and conditions of the Collateral Agreement :-

(a) SunCon shall accredit a value of RM0.07 for every RM1.00 of Unutilized Tax Losses (“Tax Credit Value”); and

(b) If the net tangible liabilities/deficit of the Said Companies is more than the total Tax Credit Value (“Excess Losses”), then SunInc shall cause and ensure that an amount equal to the Excess Losses is set off against the outstanding amounts due and owing by SunCon and the Said Companies (or any of them) to any of SunInc’s subsidiaries. However, the maximum amount that may be set off as aforesaid shall not under any circumstances exceed RM28.5 million.

As at the date of the Collateral Agreement, it was estimated that the Unutilized Tax Losses on completion of the sale and purchase transaction will be approximately RM169.0 million. Accordingly, this may give rise to a Tax Credit Value of approximately RM11.83 million (i.e. RM169 million x RM0.07).

Under the Collateral Agreement, SunInc has further agreed with SunCon that subject to the terms and conditions of the Collateral Agreement, if there are any unrecovered third (3rd) party debts outstanding on the expiry of a period one (1) year from the Completion Date and shall remain unpaid upon the expiry of thirty (30) days from the date of a written demand against the relevant debtor thereof, then SunInc shall pay to SMSB, SISB and the Construction Subsidiaries the full nominal value of such outstanding third (3rd) party debt less if applicable, the value attributed to any reserve for bad debts or doubtful debts included in the audited accounts of the Said Companies for the financial year ended 31 December 2001.  SunInc shall have no liability in respect of any outstanding 3rd party debts unless the aggregate amount exceeds RM1 million.

The original date and cost of investment in SMSB, the Construction Subsidiaries and SISB to Suntech is shown in Table 2.
2.2.2
Other Salient Terms and Conditions of the SPA-SunCon

The other salient terms and conditions of the SPA-SunCon include, amongst others, the following:-

(a)
SunCon shall acquire the ordinary shares of SMSB free from all liens, charges, encumbrances, claims and interests whatsoever but together with all rights and advantages attaching thereto or accruing thereon.

(b)
The Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon shall also be conditional upon the following conditions precedent being fulfilled on or before the date falling twelve (12) months from the date of the Restructuring Agreement (i.e. 13 May 2002) or by such later date as Suntech, Sun-Block PMI and SunCon may mutually agree.

(i) The approval of the Securities Commission (“SC”), for the Proposed Corporate Restructuring Exercise and the Proposed Exemption (as defined hereunder);

(ii) The approval of the Foreign Investment Committee (“FIC”), for the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon, the Proposed Divestment of City Leader to SunInc and the Proposed Acquisition of DB;

(iii) The approval of the Ministry of International Trade and Industries (“MITI”) (if so required), for the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon and the Proposed Divestment of City Leader to SunInc; 

(iv) The approval of the KLSE, for the listing of and quotation for the shares to be issued and allotted in relation to the Proposed Acquisition of DB;

(v) The approval of the shareholders of Suntech, for the Proposed Corporate Restructuring Exercise;

(vi) The approval of the shareholders of SunCon for the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon; 

(vii) The approval of the creditors and financiers of the Suntech Group (if so required) for the Proposed Group Restructuring, the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities  and the Proposed Divestment of City Leader to SunInc;

(viii) The approval of the shareholders of SunInc, for (i) the Proposed Divestment of City Leader to SunInc; (ii) the Option Agreements and the transactions contemplated therein (as discussed in Section 2.5.7 below); (iii) if so required, the delivery of the Deed of Warranty-DB (as discussed in Section 2.5.6 below); and (iv) the Collateral Agreement and the transactions contemplated therein ;

(ix) The sanction of the High Court of Malaya, for the Proposed Capital Reduction and Consolidation; 

(x) The approvals of the minority shareholders of the subsidiaries and/or other shareholder(s) of the associated company of Suntech (if so required) for the Proposed Group Restructuring, the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon and the Proposed Divestment of City Leader to SunInc;

(xi) The approval of the KLSE, for the crossing of the Option Securities pursuant to the exercise of the put or call options under the Option Agreement in accordance to the KLSE (Direct Business Transaction) Rules;

(xii) The entry into, execution and delivery of all agreements, documents and instruments necessary to document and give effect to the Proposed Corporate Restructuring Exercise by the relevant parties which amongst others, includes Suntech, SunCon, SunInc, Sun-Block PMI, Vendors of DB as well as the creditors and financiers of Suntech; and

(xiii) The approval of other relevant authorities (including the necessary approvals for the Proposed Disposal of PSMC).

2.2.3 Other Salient terms of the Collateral Agreement

The other salient terms and conditions of the Collateral Agreement include, amongst others, the following:-

(a) The Collateral Agreement is subject to:

(i)
the approval of the shareholders of SunInc in a general meeting to be held; and
(ii)
the due fulfillment and satisfaction of the conditions precedent for the Proposed Corporate Restructuring Exercise and the completion of the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon.
(b)
The Tax Credit Value of RM0.07 for every RM1.00 of Unutilized Tax Losses shall be subject to the following considerations:

(i)
the amount of Unutilized Tax Losses which is in the opinion of the Financial Adviser, may be allowed by the Inland Revenue Board as at the date of completion of the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon and the details of tax disputes (if any);

(ii)
the value of the available Unutilized Tax Losses as at the date of completion of the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon which is in the opinion of the Financial Adviser, fair and reasonable; and

(iii) 
the ability of SunCon to utilize the available Unutilized Tax Losses as at the date of completion of the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon.

2.2.4
Information on SunCon 
SunCon was incorporated on 26 April 1976 as a private limited company under the Companies Act, 1965 in Malaysia under the name of Sungei Way Quarry Sendirian Berhad. It was converted into a public limited company and assumed its present name on 16 March 1996.  On 12 June 1997, SunCon was listed on the Main Board of the KLSE classified under the “Construction” sector. 

The authorized share capital of SunCon is RM1,000,000,000 comprising 1,000,000,000 ordinary shares of RM1.00 each. The issued and paid-up share capital of SunCon is RM180,219,000 comprising 180,219,000 ordinary shares of RM1.00 each as at 31 May 2002.

The principal activities of SunCon are construction of civil and building works whilst its subsidiaries are principally involved in construction of civil and building works, provision of mechanical and electrical engineering works, renting of machinery and site equipment as well as property development.
2.3
Proposed Divestment of City Leader to SunInc

2.3.1
Details of the Proposed Divestment of City Leader to SunInc

Suntech had on 27 June 2002 entered into a conditional Sale and Purchase Agreement ("SPA-SunInc") with SunInc for the divestment of Suntech's entire equity interests in the Manufacturing Subsidiaries (all grouped under City Leader) to SunInc upon completion of the Proposed Group Restructuring and after the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon for a sale consideration of RM23.0 million.
The sale consideration of RM23.0 million was arrived at on a willing buyer-willing seller basis after taking into account, amongst others, the proforma audited NTA of City Leader and the Manufacturing Subsidiaries as at 31 December 2001 of RM23.0 million (excluding SMSB, the Construction Subsidiaries and SISB) and the earnings potential of the Manufacturing Subsidiaries. 

Under the terms of the SPA-SunInc, all corporate guarantees and performance bonds given by Suntech to guarantee or secure the debts, obligations and/or liabilities of City Leader and the Manufacturing Subsidiaries (but excluding SMSB, the Construction Subsidiaries and SISB) shall be released and replaced (if so required) by the corporate guarantees of SunInc on or before completion of the Proposed Acquisition of DB.  As at 31 May 2002, the total corporate guarantees given by Suntech on behalf of the Manufacturing Subsidiaries for banking facilities utilised amounting to RM4.872 million.  Save as disclosed above, there are no other 3rd party liabilities to be assumed by SunInc as a consequence of the Proposed Divestment of City Leader to SunInc.

The amount owing by Suntech (at Company level) to SunInc as at 31 May 2002 is RM62.3 million. The sale consideration shall be satisfied via set-off of inter-company balances outstanding between Suntech and SunInc .  The Proposed Divestment of City Leader to SunInc is not expected to result in any gain or loss on disposal to the Suntech Group for the financial year ending 31 December 2003.

The original date and cost of investment of City Leader and the Manufacturing Subsidiaries to Suntech are shown in Table 3.
2.3.2
Other Salient Terms and Conditions of the SPA-SunInc

The other salient terms and conditions of the SPA-SunInc include, amongst others, the following:-

(a) SunInc shall acquire the ordinary shares of City Leader free from all liens, charges, encumbrances, claims and interests whatsoever but together with all rights and advantages attaching thereto or accruing thereon.

(b)
The Proposed Divestment of City Leader to SunInc shall be conditional upon the conditions precedent referred to in Section 2.2.2 (b) above being fulfilled on or before the date falling twelve (12) months from the date of the Restructuring Agreement (i.e. 13 May 2002) or by such later date as Suntech and SunInc may mutually agree.

2.3.3
Information on SunInc
SunInc was incorporated on 26 January 1978 as a private limited company under the Companies Act, 1965 in Malaysia under the name of Sungei Way Holdings Sdn Bhd. It was converted into a public limited company under the name of Sungei Way Holdings Bhd on 13 February 1983.  It assumed its present name on 13 December 1999.  On 16 February 1984, SunInc was listed on the Main Board of the KLSE classified under the “Construction” sector. 

The authorized share capital of SunInc is RM1,000,000,000 comprising 1,000,000,000 ordinary shares of RM1.00 each. The issued and paid-up share capital of SunInc is RM404,984,879 comprising 404,984,879 ordinary shares of RM1.00 each. 

The principal activities of SunInc are investment holding and provision of management services while its subsidiaries are mainly involved in construction of building and civil works, property development, manufacturing and sale of building materials, general insurance, share registration and secretarial services as well as leasing and hire purchase financing.  
2.4
Proposed Capital Reduction and Consolidation

Suntech shall undergo a capital reduction and consolidation whereby Suntech shall reduce its issued and paid-up capital comprising 126.516 million ordinary shares of RM1.00 each to 126.516 million ordinary shares of RM0.50 each (“Reduced Shares”).  Thereafter, the Reduced Shares will be consolidated into 63.258 million ordinary shares of RM1.00 each in Suntech (“Consolidated Shares”).

As a result of the aforesaid capital reduction (including the share premium balance of Suntech amounting to RM94.865 million as at 31 December 2001), a credit balance of RM158.123 million shall be set off against the accumulated losses of Suntech.  As at 31 December 2001, Suntech Group’s audited accumulated losses were RM213.923 million.

The Proposed Capital Reduction and Consolidation is to be effected pursuant to Sections 60 and 64 of the Companies Act, 1965 ("Act").  In relation to the share premium as aforesaid, Section 60(2) of the Act provides for any reduction of share premium to be treated as if it were a reduction of the share capital of the company and Suntech proposes to make such reduction pursuant to Section 64 of the Act.  In relation to the share premium and issued and paid-up share capital as aforesaid, Section 64 of the Act provides that, subject to the sanction of the High Court of Malaya ("the Court"), a company may, if so authorized by its Articles of Association by a special resolution, reduce its share capital by canceling any paid-up capital which is lost or unrepresented by available assets.
The 63.258 million Consolidated Shares shall rank pari passu in all respects with all other new ordinary shares of RM1.00 each in Suntech (“Suntech Shares”) to be issued pursuant to the Proposed Corporate Restructuring Exercise.
2.5
Proposed Acquisition of DB

2.5.1
Details of the Proposed Acquisition of DB

On 27 June 2002, Suntech had entered into a conditional share sale agreement (“SSA-DB”) with Mr. Wilson Chan (in his capacity as the company secretary of DB and as duly authorized agent for twenty-seven (27) vendors of DB ("Vendors of DB")), LBK and HJS to acquire 57,395,666 ordinary shares of RM1.00 each representing approximately 99.82% of the equity interest in DB for a purchase consideration of RM197,020,819 to be satisfied fully by the issuance of 197,020,819 new ordinary shares of Suntech at RM1.00 each ("Consideration Shares").

The purchase consideration for the Proposed Acquisition of DB is arrived at based on the audited NTA of the DB group of companies (“DB Group”) as at 30 June 2001 of RM127,903,219 and incorporating the net revaluation surplus of DB Group’s landed properties of RM69,471,677.  Rahim & Co Chartered Surveyors Sdn Bhd, an independent firm of professional valuers has determined the market value of the landed properties to be RM185.777 million based on the valuation reports dated 31 May 2002 and using amongst others, the Comparison, Residual and/or Profit methods of valuation.  There are no external liabilities to be assumed by Suntech as a consequence of the Proposed Acquisition of DB.

The computation of the purchase consideration of RM197,020,819 for approximately 99.82% of the equity interest in DB is shown in Table 4.

Based on the terms of the SSA-DB, the final purchase consideration will be arrived at based on the audited NTA of DB Group as at 30 June 2001 and incorporating the net revaluation surplus of DB Group’s landed properties, but will further be subject to the decisions of the Securities Commission (“SC”) and other relevant authorities.

It is envisaged that pursuant to Part II of the Malaysian Code on Takeovers and Mergers, 1998 ("Code") and upon SSA-DB becoming unconditional, Suntech will have to implement an unconditional mandatory general offer for the remaining ordinary shares of RM1.00 each in DB not already held by Suntech, in compliance with Practice Note 2.1(2) of the Code.

2.5.2
Other Salient Terms and Conditions of the SSA-DB

The other salient terms and conditions of the SSA-DB include, amongst others the following:-

(a) Suntech shall acquire the ordinary shares of DB free from any mortgage, deposit, charge, assignment, pledge, lien or other encumbrances, priority or security interests or arrangement whatsoever but together with all rights attached thereto including all dividends and distributions declared paid or made on or after the date of the SSA-DB; and

(b)
The Proposed Acquisition of DB shall be conditional upon the conditions precedent referred to in Section 2.2.2 (b) being fulfilled on or before the date falling twelve (12) months from the date of the Restructuring Agreement (i.e. 13 May 2002) or by such later date as Suntech and the Vendors of DB may mutually agree in writing.

2.5.3
Pricing of the Consideration Shares

The proposed issue price of the Consideration Shares of RM1.00 each is arrived at after taking into consideration the following:-

(a)
the five (5)-day weighted average market price of Suntech’s existing ordinary shares of RM1.00 each up to 10 May 2002 of RM0.47 each or RM0.94 each (after theoretically adjusting for the effects of the Proposed Capital Reduction and Consolidation); and

(b)
the audited consolidated NTA of the Suntech Group as at 31 December 2001 of RM0.04 per share.

As such, the Consideration Shares, which are proposed to be issued at par will represent a premium of RM0.06 or 6.4% over the five (5)-day weighted average market price of Suntech’s existing ordinary shares of RM1.00 each up to 10 May 2002 of RM0.94 each (after theoretically adjusting for the effects of the Proposed Capital Reduction and Consolidation) and a premium of RM0.96 or twenty-four (24) times over the audited consolidated NTA of Suntech Group as at 31 December 2001.

2.5.4
Ranking of the Consideration Shares

All Consideration Shares to be issued pursuant to the Proposed Acquisition of DB shall rank pari passu in all respects with the new Suntech Shares (after the Proposed Capital Reduction and Consolidation) except that they will not be entitled to any rights, dividends, allotment and/or other distributions for which the date precedes the relevant date of allotment of the Consideration Shares.

2.5.5
Proposed Exemption 

Upon completion of the Proposed Acquisition of DB, the four (4) principal Vendors of DB, namely LBK, HJS, Mr. Lau Huan Yeong and Mr. Lau Huang Nam (collectively, the “Principal Vendors of DB”) together with parties acting in concert with them namely, Bong Sin Rubber Estates Co Sdn Bhd (“BSRE”) and Lim Housing Sdn Bhd (“Concert Parties”) will collectively hold 157,060,535 new Suntech Shares representing approximately 60.34% of the resultant enlarged issued and paid-up share capital of Suntech of 260,278,619 ordinary shares of RM1.00 each. 

In accordance with Paragraph 6(1)(a) of Part II of the Code, the Concert Parties are obliged to undertake an unconditional mandatory general offer for all the remaining new Suntech Shares not already held by them upon completion of the Proposed Corporate Restructuring Exercise.

An application will be made to the SC to exempt the obligations of the Concert Parties pursuant to Practice Note 2.9.3 of the Code (“Proposed Exemption”).

2.5.6
Deed of Warranty-DB

As part of the Proposed Corporate Restructuring Exercise, SunInc and DB have on 13 May 2002 executed a deed of warranty (“Deed of Warranty-DB”) which includes, amongst others, SunInc’s warranty and undertaking to DB that upon completion of the Proposed Group Restructuring, the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities  to SunCon, the Proposed Divestment of City Leader to SunInc and the Proposed Capital Reduction and Consolidation (but immediately prior to the Proposed Acquisition of DB), Suntech shall be a zero-asset zero-liability company.
2.5.7
Option Agreements

SunInc, a substantial shareholder holding approximately 50.87% equity interest in Suntech had on 13 May 2002 entered into an option agreement (“Option Agreement”) with Principal Vendors of DB whereby:-

(a) SunInc has been granted by the Principal Vendors of DB a put option to put to and require the Principal Vendors of DB to purchase from SunInc (upon the exercise of the put option by SunInc) 32,180,998 Consolidated Shares and 18,766,000 Suntech Warrants 2001/2006 (collectively, the “Option Securities”) held by SunInc for an aggregate cash consideration of RM28,500,000.  The put option is exercisable by SunInc at any time during the period commencing from 0900 hours on the 10th day immediately following the date of listing of and quotation for the Consideration Shares on the KLSE and ending at 1700 hours on the thirtieth (30th) day falling after the commencement date (both dates inclusive) (“Put Option Period”); and

(b) The Principal Vendors of DB have been granted by SunInc a call option to require SunInc to sell to the Principal Vendors of DB (upon the exercise of the call option by the Principal Vendors of DB) the 18,766,000 Suntech Warrants 2001/2006 held by SunInc for an aggregate cash consideration of RM938,300.  The call option is exercisable by the Principal Vendors of DB at any time (if the abovesaid put option has not been exercised by SunInc during the Put Option Period) during the period commencing from 0900 hours on the day immediately following the last day of the Put Option Period and ending at 1700 hours on the 180th day falling thereafter (both dates inclusive).

On 27 June 2002, SunInc and the Principal Vendors of DB have entered into a Supplemental Option Agreement to vary and supplement the Option Agreement to reflect the variation in the Supplemental Restructuring Agreement.  Collectively, the Option Agreement and Supplemental Option Agreement are to be referred to as the “Option Agreements”.

2.5.8
Information on DB

DB is an investment holding company.  It was incorporated in Malaysia under the Companies Act, 1965 on 15 August 1995 as a private limited company under the name of Progrenno Sdn Bhd. The company changed its name to Dolomite Sdn Bhd on 16 December 1996 and was converted into a public limited company and assumed its present name on 23 December 1996.  The authorized share capital of DB is RM200,000,000 divided into 200,000,000 ordinary shares of RM1.00 each of which 57,498,815 ordinary shares of RM1.00 each have been issued and fully paid-up.

Information pertaining to DB’s eight (8) subsidiaries are shown in Table 5.  As at the date of this announcement, DB does not have any associated companies.

The audited financial information of DB Group for the five (5) financial years ended 30 June 2001 are set out in Table 6.

2.5.9
Information on the Vendors of DB

DB has in total twenty-nine (29) shareholders.  The four (4) Principal Vendors of DB, namely LBK, HJS, Mr. Lau Huan Yeong and Mr. Lau Huang Nam together with parties acting in concert with them namely, BSRE and Lim Housing Sdn Bhd will collectively own up to 79.59% equity interest in DB.

The purchase consideration of RM197,020,819 to be satisfied by the issuance of 197,020,819 Consideration Shares pursuant to the Proposed Acquisition of DB will be allocated among the Vendors of DB.  The information pertaining to the Vendors of DB and their respective original date and cost of investment in DB are depicted in Table 7 and 8 respectively.

BSRE, Lim Housing Sdn Bhd, Khiam Huat industrial Works Sdn Bhd and Jutareka Realty Sdn Bhd are the corporate vendors of DB.  Their respective principal activities and the names of their directors and substantial shareholders as at 19 June 2002 are depicted in Table 9.

2.6
Proposed Change of Name

Upon completion of the Proposed Group Restructuring, the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon, the Proposed Divestment of City Leader to SunInc, the Proposed Capital Reduction and Consolidation and the Proposed Acquisition of DB, Suntech will propose for a name change.

3.0
RATIONALE FOR THE PROPOSED CORPORATE RESTRUCTURING EXERCISE
The 1997 Asian financial crisis has caused much damage to the Malaysian economy, in particular the construction sector.  Although the economy began to turnaround during the second half of 1999, the recovery of the construction sector was slow.  As a result of the low demand and stiff competition for building materials products, the revenue generated by the Suntech Group has been insufficient to cover its fixed cost.  The Suntech Group has recorded a loss after taxation and minority interest of RM89.05 million, RM48.06 million and RM37.29 million respectively for the financial years ended 31 December 1999, 2000 and 2001.  The audited accumulated losses for the Group as at 31 December 2001 was RM213.92 million.

It is envisaged that the Suntech Group will not be able to generate sufficient revenue to be profitable in its existing structure.  As such, the Proposed Corporate Restructuring Exercise is intended to revive and rebuild the financial strength of Suntech through the divestment of its existing businesses and the injection of new viable income generating businesses.

4.0 
EFFECTS OF THE PROPOSED CORPORATE RESTRUCTURING EXERCISE

4.1 
Share Capital 

The effects of the Proposed Corporate Restructuring Exercise on the issued and paid-up share capital of Suntech are shown in Table 10.

4.2
NTA

Based on the audited consolidated accounts of Suntech as at 31 December 2001, the proforma effect of the Proposed Corporate Restructuring Exercise on the NTA per share of the Suntech Group, had the Proposed Corporate Restructuring Exercise been effected on 31 December 2001, are shown in Table 11.
4.3
Earnings

The Proposed Corporate Restructuring Exercise is not expected to have any material impact on the earnings of the Suntech Group for the financial year ending 31 December 2002 as the Proposed Corporate Restructuring Exercise is expected to complete towards the end of the 2nd quarter of the financial year ending 31 December 2003.

However, the Proposed Corporate Restructuring Exercise is expected to contribute positively to the future earnings of Suntech.

4.4
Substantial Shareholders

Upon completion of the Proposed Corporate Restructuring Exercise, the Vendors of DB will emerge as the controlling shareholders of Suntech.  Assuming the exercise of the put option pursuant to the Option Agreement by SunInc (which is the existing substantial shareholder of Suntech), SunInc is not expected to have any equity interest in Suntech.

The proforma effect of the Proposed Corporate Restructuring Exercise on the substantial shareholding structure of Suntech are shown in Table 12.
5.0
PROSPECTS AND RISK FACTORS  

5.1
Prospects

The Proposed Corporate Restructuring Exercise will result in a change in the principal activities of the Suntech Group from manufacturing and sale of building materials and provision of piling services to DB Group’s core businesses which consist of quarry operation and production of building materials, construction activities as well as property development.  As such, the prospects of the Suntech Group (after the Proposed Corporate Restructuring Exercise) will be dependent on the performance of the Malaysian economy in general and the infrastructure construction and property development sectors in specific.

(a) General Malaysian Economy

The Malaysian economy remained resilient in 2001. While the global economic slowdown in 2001 was more severe than earlier expectation, Malaysia avoided economic contraction and growth for the year remained in positive territory. The negative effects of the economic slowdown in the USA and global electronics downturn were felt as early as March 2001. These were manifested in declining manufacturing production and negative export growth. Concerted efforts since the crisis to promote domestic sources of growth and reduce the over-dependence on exports resulted in real Gross Domestic Product (“GDP”) expanding by 0.4% in 2001. Fiscal stimulus measures and monetary policy that had remained accommodative led to higher public spending and positive growth in private consumption. During the year, public investment expenditure increased by 15.5% while public consumption expenditure increased by 11.9%. The direct contribution of the public sector (excluding the non-financial public enterprise) was significant at 3.4 percentage points to GDP growth in 2001. The unemployment rate was also contained below 4%.

Despite lower export earnings, the resilience in private consumption which increased by 2.8% during the year together with the strong growth in public sector expenditure of 13.9% mitigated the impact of the external sector on the domestic economy and the contraction in domestic private investment of 19.7%, following the consolidation by the corporate sector.

Weaker growth in the export-oriented manufacturing industries was mitigated by positive growth in all other sectors, especially the services sector, domestic demand-oriented industries in the manufacturing sector and construction sector. Pro-growth policies to stimulate domestic activities resulted in growth of the services sector at a high level of 4.9% in 2001 and contribution of the services sector to GDP rose to 55.8%. Inflationary pressures remained muted as the Consumer Price Index only increased moderately by 1.4% due to the prevalence of excess capacity in certain sectors of the economy, the moderate appreciation of the RM against non-USD currencies, as well as lower imported inflation.

(Source: Bank Negara Malaysia Annual Report 2001)  

(b)
Sectoral Industry

Growth in the construction sector is expected to improve by 4.9% in the year 2001 compared to 1% in 2000, despite the bleak global economic outlook. The expansion in fiscal spending and low interest rate provided the main stimulus. The improvements were primarily due to government spending under the fiscal stimulus programmed, privatized infrastructure projects and residential housing development especially for affordable house. In contrast, construction activity in the non-residential sub-sector remained subdued, constrained by excess capacity. 

The fiscal spending provided by Budget 2001 of RM25 billion and the supplementary budget has increased the total allocation for year 2001 by 37.3% more than the previous year. The government also identified RM6 billion worth of new projects for immediate implementation, including the construction of schools, colleges, universities and staff quarters.

(Source: Economic Report 2001/2002)

In response to the adverse development on the global economy (following the attack of USA on 11 September 2001) and with an aim to minimizing its immediate adverse spillover effort, the Government announced another stimulus package of RM4.3 billion on 25 September 2001. Of which RM1.0 billion is provided for basic infrastructure works, which aimed to boost the construction industry. 

In the first seven months of 2001, the non-metalic mineral industry (includes the production of cement, concrete and clay products), benefited from the Government fiscal stimulus measures, registered a continued output growth of 11.6% (January to July 2000: 23.5%). The output of cement in particular increased by 18.5% (January to July 2000: 15.4%) in response to increased demand form the construction industry. Other type of building materials such as ceramic tiles, roofing tiles and earthen bricks recorded significant growth of 18.5% (January to July 2000: 16.7%), 33.8% (January to July 2000: 33%) and 21.8% (January to July 2000: 8.2%) respectively. 

(Sources: Economic and Financial Developments in the Malaysian Economy in the Fourth Quarter of 2001, 27 February 2002)  

In the Budget 2002, further allocation which include amongst others, RM5.34 billion for the provision of rural amenities, RM1.73 billion for low-cost housing projects and RM1.08 billion for civil servants’ housing projects is also expected to further strengthen the construction industry.

(Source: Economic Report 2001/2002)
In the year 2001, the residential sector of the property market continued to show growth in the number of transactions with the focus on the affordable  housing segment of RM150,000 and below.  This situation is likely to carry through to 2002.  The improved disposable income from the pay rise for public sector employees and tax cuts announced in the Budget 2002 together with competition amongst banks for residential mortgage loans, low interest rates and high liquidity will have a favorable impact on the residential property sector.

The outlook for the retail property sector for 2002 will depend of the performance of the economy.  Business activity has yet to pick up due to the slow pace of the economy although the Mega Sales held thrice a year and the government’s consumer-friendly policies to encourage spending met with some success.

However, demand for industrial properties for 2002 is unlikely to improve in light of the weak manufacturing sector, which has led to less expansion of manufacturing activities.

(Source: Property Market Report 2001, Ministry of Finance)
5.2
Risk Factors

The following are some of the risk factors (which may not be exhaustive) that Suntech may face as a result of the Proposed Corporate Restructuring Exercise.

(a)
Change of Control

The Proposed Corporate Restructuring Exercise will give rise to a reverse-takeover of Suntech by the Principal Vendors of DB, as they will emerge as the majority shareholders collectively holding approximately 60.34% (direct and indirect) of the resultant enlarged equity interest in Suntech. These new controlling shareholders may introduce new directors, who will effectively determine the future business direction of Suntech.  They will be able to influence the outcome of matters requiring the vote of the Company’s shareholders in future, including the election of directors and approval of significant corporate transactions.   

(b)
Inherent Industry Risks

The Proposed Corporate Restructuring Exercise will result in a change in the principal activities of the Suntech Group from manufacturing and sale of building materials and provision of piling services to DB Group’s core businesses which consist of quarry operation and production of building materials, construction activities as well as property development. The Suntech Group would therefore be subject to the risks inherent in the said sectors to which the Suntech Group was not previously exposed to (except for production of building materials).

Upon the completion of Suntech’s Proposed Corporate Restructuring Exercise, the Suntech Group will be subjected to certain additional risks inherent in the quarrying, property development and construction sectors.  The Suntech Group’s business can be unfavorably affected by the deterioration in the global and Malaysian economic conditions, in particular, availability of financing to undertake property development projects, changes in interest rates, deferment of construction contracts, rising costs of labor and building materials, uncertainty in the demand for residential, commercial and industrial properties and changes in government legislations and priorities.
(c)
Political and regulatory considerations

Adverse developments in the political and regulatory conditions in Malaysia and other countries which the DB Group has operations including changes in interest rates, currency exchange rules and controls and methods of taxation or introductions of new regulations/licensing requirements could materially and/or adversely affect the business and financial prospects of the Suntech Group. 

6.0
CONDITIONS OF THE PROPOSED CORPORATE RESTRUCTURING EXERCISE 
The Proposed Corporate Restructuring Exercise will require approvals from, amongst others, the following:-

(a) The SC, for the Proposed Corporate Restructuring Exercise and the Proposed Exemption;

(b) The FIC, for the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities  to SunCon, the Proposed Divestment of City Leader to SunInc and the Proposed Acquisition of DB;

(c) The MITI (if so required), for the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities  to SunCon and the Proposed Divestment of City Leader to SunInc;

(d) The KLSE, for the listing of and quotation for the shares to be issued and allotted in relation to the Proposed Corporate Restructuring Exercise and the direct business transaction for the Option Securities in relation to the Option Agreements;

(e) The shareholders of Suntech, for the Proposed Corporate Restructuring Exercise;

(f) The written approvals/waivers of pre-emption of each of the minority shareholders of the subsidiaries and/or other shareholder(s) of the associated company of Suntech (if so required) for the Proposed Group Restructuring, the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon and the Proposed Divestment of City Leader to SunInc;

(g) The shareholders of SunCon for the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities  to SunCon;

(h) The creditors and financiers of Suntech Group (if so required) for the Proposed Group Restructuring, the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities and the Proposed Divestment of City Leader to SunInc;

(i) The shareholders of SunInc, for (i) the Proposed Divestment of City Leader to SunInc; (ii) the Option Agreements and the transactions contemplated therein; (iii) if so required, the delivery of the Deed of Warranty between SunInc and DB; and (iv) the Collateral Agreement and the transactions contemplated therein;

(j) The sanction of the High Court of Malaya, for the Proposed Capital Reduction and Consolidation; and

(k) Any other relevant authorities (including the necessary approvals for the Proposed Disposal of PSMC).

The Proposed Group Restructuring, the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon, the Proposed Divestment of City Leader to SunInc, the Proposed Capital Reduction and Consolidation, the Proposed Acquisition of DB, the Proposed Exemption, the Deed of Warranty-DB, the Collateral Agreement and the Option Agreements will be inter-conditional upon one another.

7.0
DIRECTORS' AND SUBSTANTIAL SHAREHOLDERS' INTEREST 
Save as disclosed below and their interest as shareholders, none of the Directors and/or substantial shareholders and/or persons connected with the Directors and substantial shareholders of Suntech have any interest, direct or indirect, in the Proposed Corporate Restructuring Exercise.

7.1
Directors

(i) Dato’ Chew Chee Kin who is a director of Suntech is also a director of SunCon and SunInc.  As at 15 June 2002, Dato’ Chew Chee Kin holds 120,000 ordinary shares of RM1.00 each representing 0.03% equity interest in SunInc and 500,000 options exercisable into 500,000 ordinary shares of RM1.00 each in SunInc allotted under SunInc’s Employees’ Share Option Scheme (“ESOS”). He also holds 10,000 ordinary shares of RM1.00 each representing 0.006% equity interest in SunCon. He does not hold any shares in Suntech.

(ii) Dato’ Tan Kia Loke who is a director of Suntech is also a director of SunCon and SunInc. As at 15 June 2002, Dato’ Tan Kia Loke holds 500,000 options exercisable into 500,000 ordinary shares of RM1.00 each in SunInc allotted under SunInc’s ESOS. He also holds 10,000 ordinary shares of RM1.00 each representing 0.006% equity interest in SunCon. He does not hold any shares in Suntech.

(iii) Mr. Yau Kok Seng who is a director of Suntech is also a director of SunInc. As at 15 June 2002, Mr Yau Kok Seng holds 500,000 options exercisable into 500,000 ordinary shares of RM1.00 each in SunInc allotted under SunInc’s ESOS. He does not hold any shares in Suntech.

As such, Dato’ Chew Chee Kin, Dato’ Tan Kia Loke and Mr. Yau Kok Seng (“Interested Directors”) have declared their respective interests in the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities  to SunCon and the Proposed Divestment of City Leader to SunInc.  Accordingly, the Interested Directors have abstained and will continue to abstain from participating in all Board deliberations on the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities  to SunCon and the Proposed Divestment of City Leader to SunInc. In addition, the Interested Directors will also abstain from voting in respect of their direct and/or indirect shareholdings in Suntech at the Extraordinary General Meeting (“EGM”) of Suntech to be convened to approve the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon and the Proposed Divestment of City Leader to SunInc. The Interested Directors shall also procure persons connected with them to abstain from voting in respect of their direct and/or indirect shareholdings in Suntech and in relation to the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon and the Proposed Divestment of City Leader to SunInc.

7.2
Substantial Shareholders

Suntech and SunCon are related companies of which both companies are subsidiaries of SunInc.  SunInc is the common shareholder for Suntech and SunCon as it respectively holds 50.87% equity interest in Suntech and 62.68% equity interest in SunCon as at 31 May 2002.  As such, SunInc and persons connected with it will abstain from voting in respect of all its direct and indirect shareholdings on the resolution pertaining to the Proposed Divestment of City Leader to SunInc and the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon at the forthcoming EGM.

8.0
DIRECTORS' RECOMMENDATION
The Board, after having considered the present financial position of the Suntech Group and all aspects of the Proposed Corporate Restructuring Exercise, are of the opinion that the Proposed Corporate Restructuring Exercise is fair and reasonable and is in the best interest of Suntech. 

9.0
ADVISER

Hwang-DBS has been appointed as adviser for the Proposed Corporate Restructuring Exercise.

10.0
INDEPENDENT ADVISER

Pursuant to Paragraph 10.08 of the Listing Requirements of the KLSE, the Board has on 26 April 2002 appointed Public Merchant Bank Berhad as the Independent Adviser to the minority shareholders of Suntech on matters pertaining to the Proposed Group Restructuring, Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon, the Proposed Divestment of City Leader to SunInc and the Proposed Acquisition of DB. 

11.0 
OTHER MATTERS 

11.1
To the best knowledge of the Board, the Proposed Corporate Restructuring Exercise have not departed from the SC's Policies and Guidelines on Issue/Offer of Securities.

11.2
Based on the Restructuring Agreement, the applications will be made to the relevant authorities for their kind consideration and approval by 30 June 2002 or such extended periods as the parties to the Restructuring Agreement may mutually agree in writing.  Barring any unforeseen circumstances, the Proposed Corporate Restructuring Exercise is expected to be completed within thirteen (13) months from 13 May 2002.

12.0
DOCUMENTS FOR INSPECTION 

The Restructuring Agreements, SPA-SunInc, SPA-SunCon, SSA-DB and the valuation reports referred to above are available for inspection at the registered office of Suntech at Level 16, Menara Sunway, Jalan Lagoon Timur, Bandar Sunway, 46150 Petaling Jaya, Selangor during normal business hours from Mondays to Fridays (except public holidays) for a period of two (2) weeks from the date of this announcement.

Tables Section - This section is to be used to create and insert tables. Please make the appropriate reference to the table(s) in the Contents of the Announcement:

Table 1

	Name


	Principal activities


	Equity

Interest

%
	Audited PAT/(LAT)* for FYE 31 December 2001 

RM'000 
	Audited NTA as at 31 December 2001

RM’000

	Sun-Block PMI Sdn Bhd (formerly known as Sun-Block Sdn Bhd)

	Manufacturing concrete blocks and pavers, manufacturing and sales of precast micro injection piles and reinforced concrete piles, undertaking of piling contracts and hire of heavy machineries


	100.00
	(5)
	22,542

	Sunway Precast Industries Sdn Bhd


	Manufacturing of precast concrete building components and undertaking of precast concrete building contracts


	100.00
	(11,578)
	(20,491)

	Sunway Pipeplus Technology Sdn Bhd


	Production of concrete pipes
	100.00
	(761)
	(546)

	Sunway Top-Down Technology Sdn Bhd


	Ceased operations
	100.00
	424
	(18,215)

	Sun-Block (Batang Kali) Sdn Bhd


	Dormant
	100.00
	(36)
	(2,090)

	Sunway PMI-Pile Construction Sdn Bhd
	Manufacturing and sales of precast micro injection piles and reinforced concrete piles, undertaking of piling contracts and hire of heavy machineries


	99.42
	(11,080)
	(75,750)

	Eternal Reserves Sdn Bhd


	Investment holding
	100.00
	(3)
	(8)

	City Leader Sdn Bhd


	Dormant
	100.00
	(5)
	(65)

	Sunway Modular Construction Sdn Bhd


	Dormant
	100.00
	(1)
	(7)

	Sunway Pipe Pro Sdn Bhd


	Dormant
	100.00
	(1)
	(7)

	Gold Kinetic Sdn Bhd


	Investment holding
	100.00
	(301)
	(302)

	Sunway Building Technology (Vietnam) Sdn Bhd


	Dormant
	90.00
	(1)
	(10)

	Subsidiaries of Sunway PMI-Pile Construction Sdn Bhd



	PT Sunway-Yasa PMI Pile
	Design, manufacturing, supply and installation of concrete based foundation and other concrete products


	64.62
	IDR’000 3,025,809

(unaudited)
	IDR’000

(23,210,687)

(unaudited)

	Sunway Geotechnic Sdn Bhd


	Dormant
	99.42
	(1)
	94

	Subsidiary of Sun-Block PMI Sdn Bhd (formerly known as Sun-Block Sdn Bhd)



	Sunway Machineries Services Sdn Bhd


	Dormant
	100.00
	(1,263)
	348

	Subsidiary of Sunway Top-Down Technology Sdn Bhd



	Sunway Form-Eze Sdn Bhd


	Dormant
	100.00
	(1)
	93

	Subsidiary of Eternal Reserves Sdn Bhd



	Sunway Slag Cement Sdn Bhd


	Dormant
	100.00
	(563)
	(2,457)

	Associated Companies of Suntech



	Pioneer Sun-Mix Concrete Sdn Bhd
	Manufacturing of ready-mixed concrete


	50.00
	(31,124)

(unaudited)
	25,850

(unaudited)

	Suntech Industries Sdn Bhd
	Dormant


	30.00
	(1)
	(4)

	
	
	
	
	


* 
Audited profit after tax (“PAT”) and loss after tax (“LAT”)

IDR
Indonesian Rupiah

Table 2

	Name


	Date(s) of Investment


	No. of shares of RM1.00 each
	Total Cost of Investment 

(RM’000)

	
	
	
	

	Sunway Machineries Services Sdn Bhd (“SMSB”)


	23.2.94 and 29.12.95
	1,500,000
	1,500

	Sunway Precast Industries Sdn Bhd


	22.5.98, 30.12.99 and 21.8.00
	2,000,000
	2,000

	Sunway Top-Down Technology Sdn Bhd


	11.1.97 and 31.7.99
	100,000
	85

	Sun-Block (Batang Kali) Sdn Bhd


	15.1.98, 9.3.98 and 16.6.99
	100
	0.1

	Sunway PMI-Pile Construction Sdn Bhd


	3.9.94, 10.3.95, 8.9.95 and 31.12.96


	26,041,971
	36,997

	Eternal Reserves Sdn Bhd


	2.8.97, 30.8.97 and 10.7.99


	100
	2

	Sunway Pipe Pro Sdn Bhd


	18.11.97 and 17.8.99


	100
	0.1

	Sunway Modular Construction Sdn Bhd


	6.8.97 and 3.8.99
	100
	0.1

	Gold Kinetic Sdn Bhd


	24.3.00
	2
	2

	Sunway Building Technology (Vietnam) Sdn Bhd


	30.11.95 and 30.12.95
	900
	1

	Suntech Industries Sdn Bhd (“SISB”)


	16.2.98 and 17.2.98
	30
	0.1

	
	
	
	


Table 3

	Name


	Date(s) of Investment


	No. of shares of RM1.00 each
	Total Cost of Investment 

(RM’000)

	City Leader Sdn Bhd (“City Leader”)


	8.8.96
	2
	2

	Sun-Block PMI Sdn Bhd (formerly known as Sun-Block Sdn Bhd)

	3.9.94, 29.12.95 and 31.7.01
	38,000,000
	37,949

	Sunway Pipeplus Technology Sdn Bhd


	29.11.96, 31.7.99 and 2.10.00
	2,600,000
	2,585

	
	
	
	


Table 4

	
	Note
	RM’000

	DB Group
	
	

	Estimated open market valuation of landed properties
	
	185,777

	Less:   Audited net book value of the landed properties as at 30 June 2001  
	
	(104,906)

	Revaluation surplus
	
	80,871

	Less : Deferred taxation (28%)
	
	(11,399)

	Net revaluation surplus
	(1)
	69,472

	Add:  Audited NTA as at 30 June 2001
	
	127,903

	Valuation/Adjusted NTA of DB Group
	
	197,375

	
	
	

	Indicative purchase consideration for 99.82% of DB 
	
	197,021


Note (1)- Details of all landed properties

	
	Market value

RM’000
	Net book value

RM’000
	Deferred taxation

(@28%)
	Net revaluation surplus

RM’000

	Quarry and land held for long-term investment
	60,700
	(20,541)
	-
	40,159

	Development properties


	125,077
	(84,365)
	(11,399)
	29,313

	Total
	185,777
	(104,906)
	(11,399)
	69,472


Table 5

	Name
	Date and place of incorporation
	Issued and paid-up capital

RM


	Effective ownership

%
	Principal activities

	Dolomite Industries Company Sdn Bhd (“DIC”)


	16.07.59 Malaysia
	34,840,258
	100
	Quarry operation, construction and property investment 

	Dolomite Engineering Sdn Bhd (“DE”)


	15.07.91 Malaysia
	8,000,000
	100
	Builders and contractor

	Dolomite Industrial Park Sdn Bhd (“DIP”)


	03.07.84 Malaysia
	10,300,000
	100
	Realty and property development

	Dolomite Readymixed Concrete Sdn Bhd (“DRC”)


	27.06.91 Malaysia
	1,700,000
	100
	Manufacturing and sale of readymixed concrete

	Dolomite Hotmixes Sdn Bhd (“DH”)


	28.02.89 Malaysia
	1,700,000
	100 
	Manufacturing and sale of hotmixes

	Dolomite Concrete Products Sdn Bhd (“DCP”)


	12.12.88 Malaysia
	1,000,000
	100
	Manufacturing and trading of construction related products

	Dolomite Transport Sdn Bhd (“DT”)


	04.11.93

Malaysia
	500,000
	100
	Provision of transportation services

	Subsidiary of DIC
	
	
	
	

	Dolomite Properties Sdn Bhd (“DP”)


	02.08.73 Malaysia
	29,000,000
	100
	Property development


Table 6

	
	FYE 30.6.97

RM'000
	FYE 30.6.98

RM'000
	FYE 30.6.99

RM'000
	FYE 30.6.00

RM'000
	FYE 30.6.01

RM'000

	Turnover


	159,629
	134,699
	138,623
	132,411
	255,157

	Profit before tax


	22,086
	7,307
	12,312
	21,505
	27,343

	Profit after tax and minority interest


	14,837
	5,218
	11,092
	14,927
	19,897

	Shareholders' funds


	107,205
	107,870
	93,907
	108,420
	127,903

	Total borrowings


	80,315
	115,418
	141,653
	150,771
	155,048


Table 7

	Vendors
	No. of DB shares held

(Direct interest)


	% of  

issued & paid-up share capital of DB 

%
	Purchase consideration

RM
	No. of Consideration Shares to be issued  
	% of 

enlarged issued & paid-up share capital of Suntech^

%

	Bong Sin Rubber Estates Co Sdn Bhd
	22,763,532
	39.59
	       78,139,867 
	       78,139,867 
	       30.02 

	Lim Housing Sdn Bhd
	17,011,206
	29.59
	       58,393,986 
	       58,393,986 
	       22.44 

	Khiam Huat Industrial Works Sdn Bhd 
	1,826,119
	3.18
	         6,268,478 
	         6,268,478 
	         2.41 

	Lau Huan Yeong
	2,891,092
	5.03
	         9,924,187 
	         9,924,187 
	         3.81 

	Lau Huang Nam
	2,891,096
	5.03
	         9,924,201 
	         9,924,201 
	         3.81 

	Lim Ean Siew
	913,299
	1.59
	         3,135,061 
	         3,135,061 
	         1.20 

	Lim Beng Keat
	120,547
	0.21
	            413,799 
	            413,799 
	         0.16 

	Lim Beng Teck
	10,936
	0.02
	              37,540 
	              37,540 
	         0.01 

	Ng Yam Bin
	52,196
	0.09
	            179,172 
	            179,172 
	         0.07 

	Ng Yam Mun
	52,196
	0.09
	            179,172 
	            179,172 
	         0.07 

	Huang Jen Soong
	77,052
	0.13
	            264,495 
	            264,495 
	         0.10 

	How Hoe Lian @ Law Hoe Lian
	262,850
	0.46
	            902,279 
	            902,279 
	         0.35 

	Lim Ean Looi
	371,844
	0.65
	         1,276,421 
	         1,276,421 
	         0.49 

	Lim Sin Guan
	423,103
	0.73
	         1,452,376 
	         1,452,376 
	         0.56 

	Lim Sin Teong
	423,103
	0.73
	         1,452,376 
	         1,452,376 
	         0.56 

	Lim Sin Huat
	309,928
	0.54
	         1,063,883 
	         1,063,883 
	         0.41 

	How Yam Hooi
	262,485
	0.45
	            901,026 
	            901,026 
	         0.35 

	How Hoe Heam
	149,130
	0.25
	            511,915 
	            511,915 
	         0.20 

	Rosalind Lim Seong Pheck
	113,355
	0.20
	            389,111 
	            389,111 
	         0.15 

	Doreen Tan Ying Ying
	198,840
	0.35
	            682,554 
	            682,554 
	         0.26 

	Barry Kheng Cheok Tan
	132,560
	0.23
	            455,036 
	            455,036 
	         0.17 

	How Ho Kock @ How Kok Yam
	262,485
	0.45
	            901,026 
	            901,026 
	         0.35 

	Ng Sim Bee
	958,908
	1.67
	         3,291,622 
	         3,291,622 
	         1.26 

	Ng Sim Bio
	958,908
	1.67
	         3,291,622 
	         3,291,622 
	         1.26 

	Ng Swee Seong
	958,896
	1.67
	         3,291,581 
	         3,291,581 
	         1.26 

	Jutareka Realty Sdn Bhd
	2,000,000
	3.48
	         6,865,355 
	         6,865,355 
	         2.64 

	Lim Chui Kui @ Lim Chooi Kui
	1,000,000
	1.74
	         3,432,678 
	         3,432,678 
	         1.32 

	Total
	57,395,666
	99.82
	197,020,819
	197,020,819
	     75.70 


^
Based on 260,278,619 Suntech Shares (i.e. before taking into account the exercise of the Warrant 1996/2006 and Warrant 2001/2006)

Table 8

	Vendors
	Date(s) of Investment in DB*


	No. of Shares
	Total Cost of Investment (Net)

(RM)

	Bong Sin Rubber Estates Co Sdn Bhd
	23.11.59 to 28.11.94 and 14.12.99
	22,763,532
	1,039,009

	Lim Housing Sdn Bhd
	13.3.68 to 28.11.94 and 26.6.00
	17,011,206
	1,361,699

	Khiam Huat Industrial Works Sdn Bhd 
	14.2.80 to 28.11.94
	1,826,119
	250,878

	Lau Huan Yeong
	18.8.92, 7.10.92 and 28.11.94
	2,891,092
	872,578

	Lau Huang Nam
	18.8.92, 7.10.92 and 28.11.94
	2,891,096
	872,579

	Lim Ean Siew
	23.4.69 to 16.6.95
	913,299
	53,420

	Lim Beng Keat
	12.1.72 to 28.11.94, 5.11.96 and 26.11.97
	120,547
	109,911

	Lim Beng Teck
	12.1.72 to 28.11.94
	10,936
	300

	Ng Yam Bin
	23.1.71 to 28.11.94
	52,196
	2,000

	Ng Yam Mun
	23.1.71 to 28.11.94
	52,196
	2,000

	Huang Jen Soong
	17.9.76 to 28.11.94, 5.11.96 and 11.9.97
	77,052
	7,876

	How Hoe Lian @ Law Hoe Lian
	2.4.81 to 28.11.94 and 17.3.97
	262,850
	262,595

	Lim Ean Looi
	30.7.82, 28.12.87 and 28.11.94
	371,844
	10,383

	Lim Sin Guan
	30.7.82, 28.11.94 and 16.6.95
	423,103
	1

	Lim Sin Teong
	30.07.82, 28.11.94 and 16.6.95
	423,103
	1

	Lim Sin Huat
	26.9.83, 28.11.94 and 16.6.95
	309,928
	1

	How Yam Hooi
	10.10.86, 28.12.87, 28.11.94 and 15.1.99
	262,485
	120,685

	How Hoe Heam
	10.10.86, 28.12.87 and 28.11.94
	149,130
	7,330

	Rosalind Lim Seong Pheck
	9.11.89 and 28.11.94
	113,355
	34,205

	Doreen Tan Ying Ying
	5.6.92 and 28.11.94
	198,840
	60,000

	Barry Kheng Cheok Tan
	16.6.95
	132,560
	1

	How Ho Kock @ How Kok Yam
	15.1.99
	262,485
	262,485

	Ng Sim Bee
	14.4.99
	958,908
	1

	Ng Sim Bio
	14.4.99
	958,908
	1

	Ng Swee Seong
	14.4.99
	958,896
	1

	Jutareka Realty Sdn Bhd
	26.6.00
	2,000,000
	4,000,000

	Lim Chui Kui @ Lim Chooi Kui
	26.6.00
	1,000,000
	2,000,000

	Total
	
	57,395,666
	11,329,940


*   Include the original dates of investment prior to the acquisition of the entire issued and paid-up capital of Dolomite Industries Company Sdn Bhd by DB on 29.6.96 and 29.8.96.

Table 9

	Corporate Vendors
	Principal Activity


	Name of Directors
	Name of Substantial Shareholders

	Bong Sin Rubber Estates Co Sdn Bhd
	Rubber cultivation and investment in properties and shares


	1. Lim Ching Moi

2. Huang Jen Soong

3. Wilson Chan
	1. Saturn Two Industries Sdn Bhd

2. Bong Sin Construction Co Sdn Bhd

3. Huang Yueh Kuen



	Lim Housing Sdn Bhd
	Property and investment holding
	1. Lim Beng Keat

2. Lim Beng Teck


	1. Lim Beng Keat

2. Lim Beng Teck



	Khiam Huat Industrial Works Sdn Bhd 
	Property investment
	1. How Hoe Lian @ Law Hoe Lian

2. How Yam Hooi

3. How Ho Kock @ How Kok Yam


	1. How Hoe Lian @ Law Hoe Lian

2. How Yam Hooi

3. How Hoe Heam

4. How Ho Kock @ How Kok Yam

5. Estate of Low Teck Kee

6. Low Geok Beng

7. How Yoke Lan



	Jutareka Realty Sdn Bhd
	Investment holding
	1. Syed Omar bin Syed Zahiruddin

2. Azilina bt Michael Rayan @ Abdul Aziz


	1. Syed Omar bin Syed Zahiruddin

2. Azilina bt Michael Rayan @ Abdul Aziz




Table 10

	
	
	

	
	No. of ordinary shares of RM1.00 each

(‘000)


	Share capital

RM‘000

	Existing as at 10 May 2002


	126,516
	126,516

	Proposed Group Restructuring


	-
	-

	Proposed Disposal of SMSB and the Transfer of Suntech Liabilities  to SunCon

	-
	-

	Proposed Divestment of City Leader to SunInc 


	-
	-

	Proposed Capital Reduction and Consolidation


	(63,258)
	(63,258)

	After the Proposed Capital Reduction and Consolidation


	63,258
	63,258

	To be issued pursuant to the
	
	

	Proposed Acquisition of DB#


	197,021
	197,021

	After the Proposed Acquisition of DB


	260,279
	260,279

	Assuming full exercise of the Warrants 1996/2006*


	3,161
	3,161

	Assuming full exercise of the Warrants 2001/2006^


	36,888
	36,888

	Enlarged after the Proposed Corporate Restructuring Exercise
	300,328
	300,328

	
	
	


Notes:

#
Assuming the final purchase consideration for the Proposed Acquisition of DB was determined at RM197,020,819.

*
Assuming full exercise of the outstanding 3,161,000 Warrants 1996/2006 as at 10 May 2002 at an exercise price of RM5.50 per share.

^
Assuming full exercise of the outstanding 36,888,320 Warrants 2001/2006 as at 10 May 2002 at an exercise price of RM1.00 per share.

Table 11

	
	Audited as at 31 December 2001

RM’000
	I

After the Proposed Disposal of PSMC

RM’000 
	II

After I the Proposed Group Restructuring

RM’000

	
	
	
	

	Share Capital
	126,516
	126,516
	126,516

	Share Premium
	94,865
	94,865
	94,865

	Reserves
	(216,506)
	(228,295)
	(228,295)

	
	
	
	

	NTA
	4,875
	(6,914)
	(6,914)

	
	
	
	

	NTA per share (RM)


	0.04
	(0.05)
	(0.05)


	
	III

After II and the Proposed Divestments*

RM’000
	IV

After III and the Proposed Capital Reduction and Consolidation

RM’000
	V

After IV and the Proposed Acquisition of DB

RM’000

	
	
	
	

	Share Capital
	126,516
	63,258
	260,279

	Share Premium
	94,865
	-
	-

	Reserves
	(221,381)
	(63,258)
	(63,258)

	
	
	
	

	NTA
	-
	-
	197,021

	
	
	
	

	NTA per share (RM)
	-
	-
	0.76

	
	
	
	


*
Collectively, the Proposed Divestment of City Leader to SunInc and the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities to SunCon
Table 12

	
	
	I

	
	As at 31 May 2002
	After the Proposed Capital Reduction and Consolidation*

	
	Direct
	Indirect
	
	

	
	No. of shares

‘000
	%
	No. of shares

‘000
	%
	No. of shares

‘000
	%
	No. of shares

‘000
	%

	SunInc


	64,362
	50.87
	-
	
	32,181
	50.87
	-
	-

	Sungei Way Corporation Sdn Bhd


	-
	-
	64,3621
	50.87
	-
	-
	32,1811
	50.87

	Timah Dunia Dredging Sdn Bhd


	-
	-
	64,3622
	50.87
	-
	-
	32,1812
	50.87

	Active Equity Sdn Bhd


	-
	-
	64,3623
	50.87
	-
	-
	32,1813
	50.87

	Tan Sri Dato’ Seri (Dr) Cheah Fook Ling
	-
	-
	64,3624
	50.87
	-
	-
	32,1814
	50.87

	
	
	
	
	
	
	
	
	

	Vendors of DB
	-
	-
	-
	-
	-
	-
	-
	-

	
	
	
	
	
	
	
	
	


Notes:

*
The Proposed Group Restructuring,  the Proposed Disposal of SMSB and the Transfer of Suntech Liabilities  to SunCon, the Proposed Divestment of City Leader to SunInc and the Proposed Change of Name is not expected to have any effect on the substantial shareholding structure of Suntech.

1. Deemed interest by virtue of its substantial shareholding in SunInc.

2. Deemed interest by virtue of its substantial shareholding in Sungei Way Corporation Sdn Bhd.

3. Deemed interest by virtue of its substantial shareholdings in Timah Dunia Dredging Sdn Bhd and Sungei Way Corporation Sdn Bhd.

4. Deemed interest by virtue of his substantial shareholdings in Active Equity Sdn Bhd, Timah Dunia Dredging Sdn Bhd and Sungei Way Corporation Sdn Bhd.

	
	II

	
	After I and the Proposed Acquisition of DB#

	
	Direct
	Indirect

	
	No. of shares

‘000
	^%
	No. of shares

‘000
	^%

	SunInc


	32,181
	12.36
	-
	-

	Sungei Way Corporation Sdn Bhd


	-
	-
	32,1811
	12.36

	Timah Dunia Dredging Sdn Bhd


	-
	-
	32,1812
	12.36

	Active Equity Sdn Bhd


	-
	-
	32,1813
	12.36

	Tan Sri Dato’ Seri (Dr) Cheah Fook Ling
	-
	-
	32,1814
	12.36

	
	
	
	
	

	Vendors of DB
	197,021
	75.70
	-
	-

	
	
	
	
	


Notes:

#
Assuming the final purchase consideration for the Proposed Acquisition of DB is determined at RM197,020,819.

^
Based on 260,278,619 Suntech Shares (i.e. before taking into account the exercise of the Warrant 1996/2006 and Warrant 2001/2006)

1
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