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MAJOR AND CONNECTED TRANSACTION

The Directors announce that on 31st December, 2001, Sino Communications, a wholly-owned subsidiary of the Company, entered into the Agreement with Bermuda Trust, pursuant to which Sino Communications has agreed to sell, and Bermuda Trust, in its capacity as the trustee of Qiao Xing Trust, has agreed to purchase, the Sale Shares, which represent 28.84% of the entire issued share capital of Wu Holdings, for a consideration of US$5,133,520 (i.e., approximately HK$40,041,456).

The transaction contemplated under the Agreement constitutes a major and connected transaction of the Company under the Listing Rules and is conditional upon approval by the independent shareholders of the Company in the Special General Meeting.

As Mr. Wu Ruilin, an executive Director, is the protector and one of the discretionary objects of Qiao Xing Trust, Bermuda Trust (acting in its capacity as the trustee of Qiao Xing Trust) is an associate of Mr. Wu Rulin, and, hence, a connected person of the Company. Accordingly, the entry into the Agreement also constitutes a connected transaction for the Company under the Listing Rules and is conditional upon approval by independent shareholders of the Company at the Special General Meeting. However, as no shareholder of the Company is interested in the transactions contemplated by the Agreement, no shareholder is required to abstain from voting at the Special General Meeting.

A circular containing, among other things, details of the Agreement, the recommendations of the independent non-executive Directors and the advice from Management Capital Limited as an independent financial adviser to the independent non-executive Directors, together with the notice of the Special General Meeting, its reply slip and proxy form, are expected to be despatched to the shareholders of the Company as soon as possible.

The delay in publication of this announcement constitutes a breach of Rules 14.13(1) and 14.29 of the Listing Rules by the Company and the Stock Exchange reserves the right to take action against the Company as a result of such breach.

The shares of the Company were suspended from trading on the Stock Exchange from 10:00 a.m. on 3rd January, 2002 at the request of the Company. The Company has made an application to the Stock Exchange to resume trading of its shares on the Stock Exchange from 10:00 a.m. on 7th January, 2002.



The Agreement

Date
:
31st December, 2001

Parties
:
Sino Communications, a wholly-owned subsidiary of the Company



and



Bermuda Trust, in its capacity as the trustee of Qiao Xing Trust

Interests to be realised
:
the Sale Shares (i.e., 2,884 ordinary shares with a par value of US$1.00 each in the capital of Wu Holdings which represent 28.84% of the entire issued share capital of Wu Holdings as at the date hereof)



The audited net profits before and after taxation and extraordinary items attributable to the Sale Shares were approximately HK$16 million and approximately HK$10 million, respectively, for the financial year ended 31st December, 1999 and approximately HK$26 million and approximately HK$21 million, respectively, for the financial year ended 31st December, 2000.



The audited and unaudited book value of the net tangible assets represented by the Sale Shares were approximately HK$73 million and approximately HK$75 million for the financial year ended 31st December, 2000 and the six month period ended 30th June 2001, respectively.

Consideration
:
US$5,133,520 (i.e., approximately HK$40,041,456) which was determined after arm's length negotiation between the parties and with reference to the attributable interest of Sino Communications in Qiao Xing calculated at a discount of approximately 14.7% to the average closing price of the Qiao Xing Shares listed on the NASDAQ National Market in the United States of America during the period from 1st October, 2001 to 28th December, 2001 (both dates inclusive) and a discount of approximately 48.6% to the closing price of the Qiao Xing Shares listed on the NASDAQ National Market in the United States of America on 31st December, 2001.



The Directors, including the independent non-executive Directors, believe that such consideration is fair and reasonable.

Payment terms
:
Under the Agreement, the consideration is payable in the following manner:



(a)
the Deposit was paid on 2nd January, 2002;



(b)
a second payment, in the sum of US$1,464,000 (i.e., approximately HK$11,419,200), is payable within five months from the date of the Agreement (i.e., on or before 31st May, 2002) or within 5 days after the date on which initial completion (as referred to in the paragraph headed "Initial completion" below) takes place (whichever is later); and



(c)
the balance of the consideration, in the sum of US$3,541,315 (i.e., approximately HK$27,622,256), is payable on or before 31st October, 2002.



In the event that initial completion (as described in the paragraph headed "Initial completion" below) does not take place solely due to the fault of Sino Communications, it will refund the Deposit to Bermuda Trust (in its capacity as the trustee of Qiao Xing Trust). In the event that initial completion (as described in the paragraph headed "Initial completion below) does not take place for any other reason, Sino Communications shall be entitled to forfeit the Deposit. In addition to the foregoing, Sino Communications shall also be entitled to retain the Deposit in the manner as described in sub-paragraph (a) under the paragraph headed "Initial completion" below.

Condition
:
The Agreement is conditional upon approval by independent shareholders of the Company being obtained in the Special General Meeting.



In the event that such condition is not fulfilled on or before 31st May, 2002, the parties shall not be bound to proceed with the sale and purchase of the Sale Shares and the Agreement shall cease to be of any effect except in respect of claims arising out of any antecedent breach of the Agreement.

Initial completion
:
On the fifth business day after the condition set out in the paragraph headed "Condition" above is fulfilled, among other things, Sino Communications shall:



(a)
be entitled to retain the Deposit; and



(b)
deliver into the custody of an escrow agent duly executed and undated instruments of transfer in respect of all of the Sale Shares in favour of Bermuda Trust or its nominees on the terms and subject to the conditions as set out in an escrow deed to be entered into, among others, Sino Communications and Bermuda Trust.

Final completion
:
On or before 31st October 2002, Bermuda Trust shall pay the balance of the consideration, in the sum of US$3,541,315 (i.e., approximately HK$27,622,256), to Sino Communications. Upon receipt of such sum from Bermuda Trust, Sino Communications shall direct the escrow agent to deliver the relevant instruments of transfer (as referred to in sub-paragraph (b) under the paragraph headed "Initial completion" above) to Bermuda Trust.

Wu Holdings
:
Wu Holdings is an international business company incorporated in the British Virgin Islands, which is owned as to 71.16% by Bermuda Trust (in its capacity as the trustee of Qiao Xing Trust) and as to 28.84% by Sino Communications. It is principally engaged in investment holding, the sole investment of which is its interest in Qiao Xing.

Qiao Xing
:
Qiao Xing is an international business company incorporated in the British Virgin Islands and whose shares are listed on the NASDAQ National Market in the United States of America.



Qiao Xing is owned as to approximately 46.57% by Wu Holdings and is principally engaged in the business of manufacturing and sale of telecommunication equipment in China.

Benefits expected 
:
The Directors believe that the realisation of the
  to accrue to the 

Sale Shares would enhance the liquidity position of 
  Company from the 

the Company and its subsidiaries and, should 
  realisation of 

suitable investment opportunities arise, provide 
  the Sale Shares

funding for future investments. However, the Company does not presently have any specific plans for future investments nor does it presently have any intention to make further disposals or acquisitions in the near future.



The Directors, including the independent non-executive Directors, consider that the terms of the Agreement are fair and reasonable so far as the Company and its shareholders are concerned, and that the realisation is in the commercial interests of the Company.

Use of proceeds
:
The proceeds from the realisation of the Sale Shares are currently intended to be used for general working capital purposes.

Other material aspects
:
A shareholders' agreement was entered into on 15th 
  of the transaction

July, 1998 amongst, among others, Sino Communications and Wu Holdings to, among other things, govern the rights and obligations of the shareholders of Wu Holdings. After completion of the realisation of the Sale Shares under the Agreement, Wu Holdings will become wholly and beneficially owned by Qiao Xing Trust.



Accordingly, a termination deed will be entered into amongst, among others, Sino Communications, Bermuda Trust (in its capacity as the trustee of Qiao Xing Trust) and Wu Holdings to terminate the abovementioned shareholders' agreement, such termination to take effect upon final completion of the realisation of the Sale Shares as described in the paragraph headed "Final completion" above.



The Directors expect that the turnover and income of the Company and its subsidiaries will continue to be principally derived from the design, manufacture and marketing of electronic consumer products (including, pagers, calculators and electronic toys) after the realisation of the Sale Shares and that the business of the Company and its subsidiaries will not be adversely affected by such realisation.

Major transaction
:
As the book value of the net tangible assets represented by the Sale Shares represents more than 50% of the consolidated net tangible asset value of the Company and its subsidiaries as recorded in the annual report of the Company for the financial year ended 31st December, 2000 (i.e., approximately HK$131 million) (as adjusted by the consolidated net tangible asset value of the Company and its subsidiaries as recorded in the interim report of the Company dated 20th September, 2001 (i.e., approximately HK$121 million)), in terms of size, the transaction contemplated under the Agreement constitutes a major transaction of the Company under paragraph 14.09 of the Listing Rules and is conditional upon approval by independent shareholders of the Company in the Special General Meeting.

Connected party
:
Mr. Wu Ruilin is an executive Director, and, hence,
  Relationship 

a connected person of the Company. As Mr. Wu Ruilin is the protector and one of the discretionary objects of Qiao Xing Trust, Bermuda Trust (acting in its capacity as the trustee of Qiao Xing Trust) is an associate of Mr. Wu Rulin, and, hence, a connected person of the Company.



Accordingly, the entry into the Agreement between Sino Communications, a wholly-owned subsidiary of the Company, and Bermuda Trust constitutes a connected transaction for the Company pursuant to paragraph 14.23(1) of the Listing Rules. The Agreement is therefore conditional upon approval by independent shareholders of the Company in the Special General Meeting. However, as no shareholder of the Company is interested in the transactions contemplated by the Agreement, no shareholder is required to abstain from voting at the Special General Meeting.

General information

A circular containing, among other things, details of the Agreement, the recommendations of the independent non-executive Directors and the advice from Management Capital Limited as an independent financial adviser to the independent non-executive Directors, together with the notice of the Special General Meeting, its reply slip and proxy form, are expected to be despatched to the shareholders of the Company as soon as possible.

The delay in publication of this announcement constitutes a breach of Rules 14.13(1) and 14.29 of the Listing Rules by the Company and the Stock Exchange reserves the right to take action against the Company as a result of such breach.

The shares of the Company were suspended from trading on the Stock Exchange from 10:00 a.m. on 3rd January, 2002 at the request of the Company. The Company has made an application to the Stock Exchange to resume trading of its shares on the Stock Exchange from 10:00 a.m. on 7th January, 2002.

Definitions

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

"Agreement"
means the agreement dated 31st December, 2001 entered into between Sino Communications and Bermuda Trust in respect of the sale by Sino Communications of the Sale Shares to Bermuda Trust (in its capacity as the trustee of Qiao Xing Trust);

"associate"
has the meaning ascribed thereto under the Listing Rules;

"Bermuda Trust"
means Bermuda Trust (Cook Islands) Limited, a company incorporated in the Cook Islands;

"Company"
means Sino InfoTech Holdings Limited, a company incorporated in the Cayman Islands with limited liability, which is principally engaged in investment holding and whose shares are listed on the Stock Exchange;

"connected person"
has the meaning ascribed thereto under the Listing Rules;

"Deposit"
means the sum of US$128,205 (i.e., approximately HK$1,000,000) paid by Bermuda Trust to Sino Communications on 2nd January, 2002 as part of the consideration under the Agreement;

"Directors"
means the directors of the Company (including, the independent non-executive Directors of the Company);

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

"Management Capital 
means the independent financial adviser to the 
  Limited"
independent non-executive Directors and is an investment adviser registered under the Securities Ordinance (Chapter 333 of the Laws of Hong Kong);

"NASDAQ"
means National Association of Securities Dealers Automated Quotations;

"Qiao Xing"
means Qiao Xing Universal Telephone, Inc., an international business company which is incorporated in the British Virgin Islands with limited liability and whose shares are listed on the NASDAQ National Market in the United States of America;

"Qiao Xing Shares"
means shares of common stock of par value US$0.001 each in the share capital of Qiao Xing;

"Qiao Xing Trust"
means a trust known as "The Qiao Xing Trust" established and constituted by a deed of settlement dated 17th July, 1998;

"Sale Shares"
means the 2,884 ordinary shares with a par value of US$1.00 each in the capital of Wu Holdings held by Sino Communications;

"Special General Meeting"
means the special general meeting of the Company proposed to be convened and held in February 2002 for the purposes of considering the Agreement;

"Sino Communications"
means Sino Communications Limited, a company incorporated in the British Virgin Islands with limited liability and a wholly-owned subsidiary of the Company;

"Stock Exchange"
means The Stock Exchange of Hong Kong Limited; and

"Wu Holdings"
means Wu Holdings Limited, an international business company incorporated in the British Virgin Islands with limited liability.

For the purpose of this announcement, conversion of US dollars into Hong Kong dollars is calculated at the approximate exchange rate of US$1.00 to HK$7.80, for the purpose of illustration only and does not constitute a representation that any amounts have been, could have been, or may be, exchanged at this or any other rate.

By order of the board of Directors

Sino InfoTech Holdings Limited

XU Xiaolu

Managing Director

Hong Kong, 4th January, 2002

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