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VANDA SYSTEMS & COMMUNICATIONS HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

CONNECTED TRANSACTIONS

The Guarantees

The Supplier Guarantees

i.
On 8th February, 2001, AT, an indirect 87.5% owned subsidiary of the Company, was offered a trade credit facility of up to S$17,000,000 (equivalent to HK$76,313,000) by the Supplier.

ii.
On 13th February, 2001, ATM, a direct wholly owned subsidiary of AT, was offered a trade credit facility of up to US$1,000,000 (equivalent to HK$7,800,000) by the Supplier.

iii.
On 13th February, 2001, ATM was offered a trade credit facility of up to RM39,900,000 (equivalent to HK$81,396,000) by the ATM Supplier.

As security for the Supplier Facilities, the Company is required to execute continuing corporate guarantees of up to 100% of each of the respective Supplier Facilities in favour of the Supplier or the ATM Supplier (as the case may be) during the currency of the Supplier Facilities.

The Bank Guarantees

i.
On 1st November, 2000, AT was offered banking facilities of up to S$5,000,000 (equivalent to HK$22,445,000) by the Bank. As security for the AT Bank Facilities, the Company and VSS are required severally to execute a continuing corporate guarantee of up to S$5,000,000 (equivalent to HK$22,445,000) each in favour of the Bank during the currency of the AT Bank Facilities.


In respect of the AT Bank Guarantee, each of the minority shareholders, Low Kin Wai and Chu Tai Hong, each holding a 6.25% shareholding in AT and an executive director of AT, Chua Choon Seng, have agreed severally on 21st November, 2000, in the proportions of 31.80%, 18.76% and 49.44% respectively, to indemnify the Company and VSS in relation to any liability of the Company and VSS under the AT Bank Guarantee in aggregate up to 12.5% of such liability, representing the percentage of the combined shareholdings in AT of Low Kin Wai and Chu Tai Hong.

ii.
On 10th August, 2000, ATM was granted banking facilities of up to RM5,000,000 (equivalent to HK$10,200,000) by the Bank. As security for the ATM Bank Facilities, VSS executed a continuing corporate guarantee of up to RM3,650,000 (equivalent to HK$7,446,000) on 4th October, 2000 in favour of the Bank during the currency of the ATM Bank Facilities.

In respect of the ATM Bank Guarantee, each of Low Kin Wai, Chu Tai Hong and Chua Choon Seng have agreed severally on 21st September, 2000, in the proportions of 26.5%, 20.5% and 53% respectively, to indemnify VSS in relation to any liability of VSS under the ATM Bank Guarantee in aggregate up to 12.5% of such liability, representing the percentage of the combined shareholdings in AT of Low Kin Wai and Chu Tai Hong.

AT and ATM are indirect 87.5% owned subsidiaries of the Company, Low Kin Wai is an executive director of Vanda Solutions, an indirect 75% owned subsidiary of the Company, and Chu Tai Hong and Chua Choon Seng are both executive directors of AT. Accordingly Low Kin Wai, Chu Tai Hong and Chua Choon Seng are connected persons of the Company under the Listing Rules.

The transactions contemplated under the Supplier Guarantees and the AT Bank Guarantee will constitute ongoing, connected transactions of the Company and are conditional on approval by the Independent Shareholders of the Company in general meeting pursuant to Rule 14.26 of the Listing Rules.

The ATM Bank Guarantee constitutes an ongoing, connected transaction for the Company. Details of such transaction are required to be disclosed by way of press announcement pursuant to Rule 14.25(1) of the Listing Rules and such details will also be incorporated in the next published annual report of the Company.

The Company mistakenly believed that the provision of the ATM Bank Guarantee fell within the de minimis level specified in Rule 14.24(5) of the Listing Rules, and accordingly has not previously disclosed details of the ATM Bank Guarantee since the ATM Bank Guarantee was executed on 4th October, 2000. The failure of the Company to disclose the provision of ATM Bank Guarantee last October constituted a breach of Rule 14.25 of the Listing Rules. The Stock Exchange reserves the right to take appropriate action against the Company and/or its Directors in respect of this breach of the Listing Rules.

The Agreement

On 22nd February, 2001, Vanda Computer, an indirect wholly owned subsidiary of the Company, entered into a conditional sale and purchase agreement with Vanda Investment, a company wholly beneficially owned by four executive Directors, Ching Wan Kwan, Lam Hon Nam, Ma Chun Kwong, Edmund and Wai Yee Jan, pursuant to which Vanda Investment agreed to sell, and Vanda Computer agreed to acquire, the Property for a consideration of US$1,831,000 (equivalent to HK$14,281,800) in cash.

The Agreement constitutes a connected transaction of the Company and is conditional on approval by the Independent Shareholders of the Company in general meeting pursuant to Rule 14.26 of the Listing Rules.

The Property was occupied by Vanda Computer and Comtech rent free from June 1996 to 31st March, 1998. Vanda Computer entered into the first of a series of 6-month leases of the Vanda Computer Leased Property with Vanda Investment on 27th January, 1999. Refer to the section headed “The Agreement - Reasons for the Agreement” for details of the rent paid by Vanda Computer to Vanda Investment under the series of 6-month leases in respect of the Vanda Computer Leased Property.

The Company mistakenly believed that the total rental payable under each of the 6-month leases entered into with each of Vanda Computer and Comtech fell within the de minimis level specified in Rule 14.24(5) of the Listing Rules, and accordingly has not previously disclosed details of the leases by way of press announcements and inclusion in the annual reports of the Company when each of the series of 6-month leases was entered into. However, when the total rental payments made by Vanda Computer and Comtech under the two separate 6-month leases in respect of the Vanda Computer Leased Property and the Comtech Leased Property, respectively within a year were aggregated, the aggregated amount exceeds the de minimis level specified in Rule 14.24(5) of the Listing Rules. The failure of the Company to disclose the series of leases when each of the subsequent 6-month leases was entered into since 27th January, 1999 constituted breaches of Rule 14.25 of the Listing Rules. The Stock Exchange reserves the right to take appropriate action against the Company and/or its Directors in respect of these breaches of the Listing Rules.

The Guarantees

The Supplier Guarantees

Introduction

I.
The Supplier Facility of up to S$17,000,000 (equivalent to HK$76,313,000)

Parties:



Lender
:
The Supplier

Guarantor
:
The Company



AT, a subsidiary beneficially owned as to 87.5% by VSS, a wholly owned subsidiary of Vanda (B.V.I.) Limited, which is a direct wholly owned subsidiary of the Company, was offered a trade credit facility of up to S$17,000,000 (equivalent to HK$76,313,000) on 8th February, 2001 by the Supplier. As security for the Supplier Facility in favour of AT, the Company is required to execute the Supplier Guarantee in the amount of S$17,000,000 (equivalent to HK$76,313,000) in favour of the Supplier during the currency of the Supplier Facility. There is no time limit for the Supplier Facility, but the Supplier may terminate the Supplier Facility by written notice at any time.

II.
The Supplier Facility of up to US$1,000,000 (equivalent to HK$7,800,000)

Parties:



Lender
:
The Supplier

Guarantor
:
The Company



ATM, a direct wholly owned subsidiary of AT, was offered a trade credit facility of up to US$1,000,000 (equivalent to HK$7,800,000) on 13th February, 2001 by the Supplier. As security for the Supplier Facility in favour of ATM, the Company is required to execute the Supplier Guarantee in the amount of US$1,000,000 (equivalent to HK$7,800,000) in favour of the Supplier during the currency of the Supplier Facility, expiring on 31st January, 2002.

III.
The Supplier Facility of up to RM39,900,000 (equivalent to HK$81,396,000)

Parties:



Lender
:
The ATM Supplier

Guarantor
:
The Company



ATM was offered a trade credit facility of up to RM39,900,000 (equivalent to HK$81,396,000) on 13th February, 2001 by the ATM Supplier. As security for the Supplier Facility in favour of ATM, the Company is required to execute the Supplier Guarantee in the amount of RM$39,900,000 (equivalent to HK$81,396,000) in favour of the ATM Supplier during the currency of the Supplier Facility. There is no time limit for the Supplier Facility, but the ATM Supplier may terminate the Supplier Facility by written notice at any time.

Information relating to AT and ATM and the Supplier Facilities

Limited Liability

AT is a company incorporated on 6th January, 1997 under the laws of Singapore and is engaged mainly in the business of distribution of computer products in Singapore.

ATM is a company incorporated on 14th March, 1997 under the laws of Malaysia and is engaged mainly in the business of distribution of computer products in Malaysia.

The Supplier Facilities

The Supplier Facilities, consisting of a line of trade credit, are proposed to be taken up to cover AT’s or ATM’s (as the case may be) equipment purchases for trading purposes.

The Supplier Guarantees

The Supplier and the ATM Supplier required corporate guarantees as security for the Supplier Facilities. Accordingly, the Company will, subject to the approval of the Company’s shareholders in general meeting, execute continuing corporate guarantees in respect of the whole of each of the Supplier Facilities.

The Bank Guarantees

I.
The AT Bank Facilities of up to S$5,000,000 (equivalent to HK$22,445,000)

Parties



Lender
The Bank


Guarantors
: The Company and VSS


Introduction




AT was offered banking facilities of up to S$5,000,000 (equivalent to HK$22,445,000) on 1st November, 2000 by the Bank. As security for the AT Bank Facilities, the Company and VSS are required severally to execute the AT Bank Guarantee in the amount of S$5,000,000 (equivalent to HK$22,445,000) in favour of the Bank during the currency of the AT Bank Facilities. There is no time limit for the AT Bank Facilities, but any amount outstanding thereunder is repayable on demand. No portion of the AT Bank Facilities has been utilised by AT since 1st November, 2000, as the AT Bank Facilities have not been entered into. The Bank had confirmed to AT that the terms of the AT Bank Facilities have not been altered and the offer had not been withdrawn.


Information relating to the AT Bank Facilities

The AT Bank Facilities, consisting of trust receipt financing, an overdraft facility, sight letter of credit and a shipping guarantee, are proposed to be taken up for the purpose of AT’s trade financing.

The AT Bank Guarantee

The Bank requires a corporate guarantee as security for the AT Bank Facilities. Accordingly, the Company and VSS will, subject to the approval of the Company’s Independent Shareholders in general meeting, execute a continuing corporate guarantee in respect of the whole of the AT Bank Facilities, that is S$5,000,000 (equivalent to HK$22,445,000).

The AT Bank Guarantee will provide that the Company and VSS as guarantors shall severally be obliged to guarantee the whole of AT’s obligations, that is S$5,000,000 (equivalent to HK$22,445,000), under the AT Bank Facilities.

Each of Low Kin Wai and Chu Tai Hong, each holding a 6.25% shareholding in AT, and Chua Choon Seng, an executive director of AT, have agreed severally on 21st November, 2000, in the proportions of 31.80%, 18.76% and 49.44% respectively, to indemnify the Company and VSS in relation to any liability of the Company and VSS under the AT Bank Guarantee in aggregate up to 12.5% of such liability, representing the percentage of the combined shareholdings in AT of Low Kin Wai and Chu Tai Hong.

Conditions of the Supplier Guarantees and the AT Bank Guarantee and Connected Transactions

AT and ATM are indirect 87.5% owned subsidiaries of the Company, Low Kin Wai is an executive director of Vanda Solutions, an indirect 75% owned subsidiary of the Company, and Chu Tai Hong and Chua Choon Seng are both executive directors of AT. Accordingly Low Kin Wai, Chu Tai Hong and Chua Choon Seng are connected persons of the Company under the Listing Rules.

Since the transactions contemplated under the Supplier Guarantees and the AT Bank Guarantee constitute the granting of financial assistance by the Company and VSS (as the case may be), an indirect wholly owned subsidiary of the Company, of up to 100% of the Supplier Facilities and the AT Bank Facilities respectively and which are greater than their proportional equity interest of 87.5% of the existing issued share capital of AT, a company in which VSS and persons who are connected persons otherwise than by reason only of their shareholding in AT are both shareholders, the Supplier Guarantees and the AT Bank Guarantee will constitute ongoing, connected transactions of the Company pursuant to Rule 14.26(6) of the Listing Rules. The Supplier Guarantees and the AT Bank Guarantee are accordingly conditional on the convening of the SGM and the passing by the Company’s Independent Shareholders of an ordinary resolution, with Chu Tai Hong, Low Kin Wai and Chua Choon Seng and their respective associates abstaining from voting, at the SGM to approve the Supplier Guarantees and the AT Bank Guarantee. As at the date of this announcement, of these connected persons only Chu Tai Hong has a shareholding in the Company, holding 0.07% of the outstanding share capital.

Corporate Benefit

The Group does not believe that the Supplier Facilities and the AT Bank Facilities could be obtained without the provision of the Supplier Guarantees and the AT Bank Guarantee, since the minority shareholders of AT are individuals, and both the Supplier, the ATM Supplier and the 

Bank require corporate guarantees.

The Independent Board Committee has been appointed to advise the Independent Shareholders on whether the terms of the Supplier Guarantees and the AT Bank Guarantee are in the interest of the Group and the Independent Shareholders and whether they are normal commercial terms and are fair and reasonable so far as the Independent Shareholders are concerned. Pacific Challenge Capital Limited has also been appointed as the independent financial adviser to advise the Independent Board Committee.

II.
The ATM Bank Facilities of up to RM5,000,000 (equivalent to HK$10,200,000)

Parties:



Lender
:
The Bank

Guarantor
:
VSS

Introduction





ATM was granted banking facilities of up to RM5,000,000 (equivalent to HK$10,200,000) on 10th August, 2000 by the Bank. As security for the ATM Bank Facilities, VSS executed the ATM Bank Guarantee on 4th October, 2000 in the amount of RM3,650,000 (equivalent to HK$7,446,000) in favour of the Bank during the currency of the ATM Bank Facilities. There is no time limit for the ATM Bank Facilities, but any amount outstanding thereunder is repayable on demand.

Information relating to the ATM Bank Facilities

The ATM Bank Facilities, consisting of trust receipt financing, an overdraft facility, sight letter of credit and a forex contract, have been taken up for the purpose of ATM’s trade financing.

The ATM Bank Guarantee

The Bank required a corporate guarantee as security for the ATM Bank Facilities. Accordingly, VSS executed a continuing corporate guarantee in the amount of RM3,650,000 (equivalent to HK$7,446,000) in respect of the ATM Bank Facilities on 4th October, 2000.

Each of Low Kin Wai and Chu Tai Hong, each holding a 6.25% shareholding in AT, and Chua Choon Seng, an executive director of AT, have agreed severally on 21st September, 2000, in the proportions of 26.5%, 20.5% and 53% respectively, to indemnify VSS in relation to any liability of VSS under the ATM Bank Guarantee in aggregate up to 12.5% of such liability, representing the percentage of the combined shareholdings in AT of Low Kin Wai and Chu Tai Hong.

Connected Transaction

AT and ATM are indirect 87.5% owned subsidiaries of the Company, Low Kin Wai is an executive director of Vanda Solutions, an indirect 75% owned subsidiary of the Company, and Chu Tai Hong and Chua Choon Seng are both executive directors of AT. Accordingly Low Kin Wai, Chu Tai Hong and Chua Choon Seng are connected persons of the Company under the Listing Rules.

The ATM Bank Guarantee constitutes an ongoing, connected transaction for the Company because the ATM Bank Guarantee constitutes the granting of financial assistance by VSS, an indirect wholly owned subsidiary of the Company, of up to RM3,650,000 (equivalent to HK$7,446,000) of the ATM Bank Facilities (being 100% of the only guarantee provided to the Bank for the ATM Bank Facilities) and which is greater than its proportional equity interest of 87.5% of the existing issued share capital of ATM, a company in which VSS and persons who are connected persons otherwise than by reason only of their shareholding in ATM are both shareholders.

In view of the value of the ATM Bank Guarantee, which is less than HK$10,000,000, and its being on normal commercial terms, the ATM Bank Guarantee falls within the de minimis level specified in Rule 14.25(1) of the Listing Rules. Details of such transaction are required to be disclosed by way of press announcement and such details will also be incorporated in the next published annual report of the Company.

The Company mistakenly believed that the provision of the ATM Bank Guarantee fell within the de minimis level specified in Rule 14.24(5) of the Listing Rules, and accordingly has not previously disclosed details of the ATM Bank Guarantee since the ATM Bank Guarantee was executed on 4th October, 2000. The failure of the Company to disclose the provision of the ATM Bank Guarantee last October constituted a breach of Rule 14.25 of the Listing Rules. The Stock Exchange reserves the right to take appropriate action against the Company and/or its Directors in respect of this breach of the Listing Rules.

Corporate Benefit

The Group believed that the ATM Bank Facilities could not be obtained without the provision of the ATM Bank Guarantee, since the minority shareholders of AT, the parent company of ATM, are individuals, and the Bank required a corporate guarantee. On the basis of the corporate benefit of the ATM Bank Facilities to the Group, the Directors (including the independent non-executive Directors) are of the opinion that the provision of the ATM Bank Guarantee is fair and reasonable insofar as the Independent Shareholders are concerned, and that the terms of the ATM Bank Guarantee are normal commercial terms.

The Agreement

Date of Agreement: 22nd February, 2001

Parties:

Vendor
:
Vanda Investment, a company ultimately wholly beneficially owned by four executive Directors, Ching Wan Kwan as to 20% shareholding, Lam Hon Nam as to 36.75% shareholding, Ma Chun Kwong, Edmund as to 36.37% shareholding and Wai Yee Jan as to 6.88% shareholding

Purchaser
:
Vanda Computer, a wholly owned subsidiary of Vanda (B.V.I.) Limited, which is a wholly owned subsidiary of the Company

Particulars of the Agreement

Pursuant to the Agreement, the Vendor has agreed to sell, and the Purchaser has agreed to acquire, the Property situated at Units 901-906 on 9th Floor, Block A, Van Tone New World Plaza, Beijing, PRC, having a gross floor area of approximately 720.86 square meters, for a consideration of US$1,831,000 (equivalent to HK$14,281,800) in cash.

The Purchaser entered into the Agreement following a property valuation report dated 19th February, 2001 prepared by an independent property valuer, Midland Surveyors Limited, appointed by the Company and the Consideration was agreed based on the valuation of US$1,831,000 (equivalent to HK$14,281,800) provided in the property valuation report. On the basis that the Consideration is based on the value of the Property provided in the property valuation report prepared by an independent property valuer, the Directors (including the independent non-executive Directors) are of the opinion that the terms of the Agreement are normal commercial terms and were arrived at following arm’s-length negotiations and are fair and reasonable insofar as the Independent Shareholders are concerned.

Conditions of the Agreement

The Agreement is conditional upon the Company convening the SGM and the passing by the Company’s Independent Shareholders of an ordinary resolution, with Ching Wan Kwan, Lam Hon Nam, Ma Chun Kwong, Edmund and Wai Yee Jan and their respective associates abstaining from voting, at the SGM to approve the Agreement and the transactions contemplated thereunder.

If the condition is not satisfied within 3 months of the date of the Agreement, being 22nd May 2001, the Agreement will be void and neither party shall have any obligation to the other save for any antecedent breach.

Completion of the Agreement

Completion shall take place within 7 days after the passing by the Company’s Independent Shareholders of an ordinary resolution at the SGM approving the Agreement.

The payment of 80% of the Consideration (that is US$1,464,800 (equivalent to HK$11,425,440)) for the Property shall be made to Vanda Investment upon completion of the Agreement, and the balance of 20% of the Consideration (that is US$366,200 (equivalent to HK$2,856,360)) shall be paid to Vanda Investment upon the obtaining of the certificate of ownership by Vanda Computer in respect of the Property. Vanda Computer has an option to transfer the Property back to Vanda Investment for 80% of the Consideration (that is the payment already made) without interest, if the certificate of ownership in respect of the Property has not been issued to Vanda Computer within 6 months of the passing of the ordinary resolution at the SGM approving the Agreement.

Reasons for the Agreement

Vanda Computer is mainly engaged in the business of systems integration and distribution of computer products in Hong Kong and in the PRC. It has a Beijing representative office at Units 901-912 on 9th Floor, Block A, Van Tone New World Plaza, Beijing, PRC and it currently owns Units 907-912, 9th Floor, Block A, Van Tone New World Plaza, Beijing, PRC.

The Property was occupied by Vanda Computer and Comtech rent free from June 1996 to 31st March, 1998. Vanda Computer entered into the first of a series of 6-month leases of the Vanda Computer Leased Property with Vanda Investment on 27th January, 1999, at a monthly rental of US$10,988 (equivalent to HK$85,706). The rental paid by Vanda Computer to Vanda Investment in respect of the Vanda Computer Leased Property since 1st April, 1998 was as follows:

Date of lease
Lease Period
Rent paid



(with equivalent in HK$)

27th January, 1999
1st April, 1998 to 30th September, 1998
US$65,928

(HK$514,238)

27th January, 1999
1st October, 1998 to 31st March, 1999
US$65,928

(HK$514,238)

1st April, 1999
1st April, 1999 to 30th September, 1999
US$52,740

(HK$411,372)

21st September, 1999
1st October, 1999 to 31st March, 2000
US$49,444

(HK$385,663)

1st April, 2000
1st April, 2000 to 30th September, 2000
US$49,444

(HK$385,663)

Comtech, was an indirect 75% owned subsidiary of the Company, entered into the first of a series of 6-month leases of the Comtech Leased Property with Vanda Investment on 27th January, 1999, at a monthly rental of US$3,430 (equivalent to HK$26,754). Comtech ceased to be a subsidiary of the Company on 27th April, 2000. The rental paid by Comtech to Vanda Investment in respect of the Comtech Leased Property from 1st April, 1998 until 27th April, 2000 was as follows:

Date of lease
Lease Period
Rent paid



(with equivalent in HK$)

27th January, 1999
1st April, 1998 to 30th September, 1998
US$20,580

(HK$160,524)

27th January, 1999
1st October, 1998 to 31st March, 1999
US$20,580

(HK$160,524)

1st April, 1999
1st April, 1999 to 30th September, 1999
US$16,462

(HK$128,404)

21st September, 1999
1st October, 1999 to 31st March, 2000
US$15,433

(HK$120,377)

1st April, 2000
1st April, 2000 to 27th April, 2000
US$2,315

(HK$18,057)

Vanda Computer entered into a lease in respect of the Comtech Leased Property on 14th July, 2000 with Vanda Investment for the period of 16th July, 2000 to 30th September, 2000 at a monthly rental of US$2,572 (equivalent to HK$20,062).

The current lease of the Property (including the Comtech Leased Property) was entered into on 21st December, 2000, at a monthly rental of US$12,615 (equivalent to HK$98,397), and runs from 1st October, 2000 to 31st March, 2001, with a total rental of US$75,690 (equivalent to HK$590,382) payable. The delay in entering into the current lease was due to the time required in ascertaining the market rate for the rent. The lease of the Property between Vanda Computer and Vanda Investment shall terminate, without any penalty to Vanda Computer, on the completion of the Agreement.

The Company mistakenly believed that the total rental payable under each of the 6-month leases entered into with each of Vanda Computer and Comtech fell within the de minimis level specified in Rule 14.24(5) of the Listing Rules, and accordingly has not previously disclosed details of the leases by way of press announcements and inclusion in the annual reports of the Company when each of the series of 6-month leases was entered into. However, when the total rental payments made by Vanda Computer and Comtech under the two separate 6-month leases in respect of the Vanda Computer Leased Property and the Comtech Leased Property, respectively within a year were aggregated, the aggregated amount exceeds the de minimis level specified in Rule 14.24(5) of the Listing Rules. The failure of the Company to disclose the series of leases when each of the subsequent 6-month leases was entered into since 27th January, 1999 constituted breaches of Rule 14.25 of the Listing Rules. The Stock Exchange reserves the right to take appropriate action against the Company and/or its Directors in respect of these breaches of the Listing Rules.

Corporate Benefit

The Directors believe it is in the interests of Vanda Computer that the Property be acquired by it, as they believe it financially to be in the long-term interests of the Group to own the Property rather than to lease it. Since Vanda Computer already owns Units 907-912 on the same floor as the Property, the Directors believe the common ownership of the combined units will enhance the value of such units.

Connected Transactions

Since Vanda Investment is an associate (as such term is defined under the Listing Rules) of two Directors, the Agreement constitutes a connected transaction of the Company pursuant to Rule 14.26(1) of the Listing Rules. The Agreement is subject to the approval of the Company’s Independent Shareholders in general meeting, with Ching Wan Kwan, Lam Hon Nam, Ma Chun Kwong, Edmund and Wai Yee Jan and their respective associates abstaining from voting.

The Independent Board Committee will advise the Independent Shareholders on whether the terms of the Agreement are normal commercial terms and are in the interest of the Group and the Independent Shareholders and whether they are fair and reasonable so far as the Independent Shareholders are concerned. The Independent Financial Adviser will also advise the Independent Board Committee in this regard.

General

A circular containing, among other things, information on the Supplier Guarantees and the AT Bank Guarantee and the Agreement, a letter from the Independent Financial Adviser to the Independent Board Committee in relation to the Supplier Guarantees, the AT Bank Guarantee and the Agreement, the recommendation of the Independent Board Committee in relation to the Supplier Guarantees, the AT Bank Guarantee and the Agreement, as well as the notice convening the SGM will be dispatched to the Company’s shareholders as soon as practicable.

Definitions

“Agreement”
The sale and purchase agreement entered into between Vanda Investment and Vanda Computer dated 22nd February, 2001 whereby Vanda Investment agreed to sell, and Vanda Computer agreed to acquire the Property upon and subject to the terms and conditions therein contained

“AT”
Azure Technologies Pte Ltd, a limited liability company incorporated on 6th January, 1997 in Singapore, with 87.5% shareholding beneficially owned by VSS, a wholly owned subsidiary of Vanda (B.V.I.) Limited, which is a direct wholly owned subsidiary of the Company, 6.25% shareholding owned by Low Kin Wai and 6.25% shareholding owned by Chu Tai Hong

“ATM”
Azure Technologies (Malaysia) Sdn. Bhd., a limited liability company incorporated on 14th March, 1997 in Malaysia, a direct wholly owned subsidiary of AT

“AT Bank Facilities”
The banking facilities of up to S$5,000,000 (equivalent to HK$22,445,000) offered by Bank in favour of AT on 1st November, 2000

“ATM Bank Facilities”
The banking facilities of up to RM5,000,000 (equivalent to HK$10,200,000) granted by Bank in favour of ATM on 10th August, 2000

“AT Bank Guarantee”
The continuing corporate guarantee to be executed by each of the Company and VSS as security for the AT Bank Facilities

“ATM Bank Guarantee”
The continuing corporate guarantee executed by VSS in the amount of RM3,650,000 (equivalent to HK$7,446,000) as security for the ATM Bank Facilities

“ATM Supplier”
One of the Group’s suppliers of computer equipment, a member of a multinational corporation, whose ultimate beneficial owners are independent third parties not connected with the directors, chief executive or substantial shareholder of the Company or its subsidiaries or any of their respective associates

“Bank”
One of the Group’s banker, whose ultimate beneficial owners are independent third parties not connected with the directors, chief executive or substantial shareholder of the Company or its subsidiaries or any of their respective associates

“Company”
Vanda Systems & Communications Holdings Limited, a company incorporated in Bermuda with limited liability, the shares of which are listed on the Stock Exchange

“Comtech”
Comtech Engineering and Consultant Company Limited, a limited liability company incorporated in Hong Kong

“Comtech Leased Property”
Units 901-902a on 9th Floor, Block A, Van Tone New World Plaza, Beijing, PRC, having a gross floor area of approximately 171.48 square meters

“Consideration”
US$1,831,000 (equivalent to HK$14,281,800) in cash

“Directors”
Directors of the Company

“Group”
The Company and its subsidiaries

“Guarantees”
Collectively, the Supplier Guarantees, the AT Bank Guarantee and the ATM Bank Guarantee

“Hong Kong”
The Hong Kong Special Administrative Region of the PRC

“HK$”
Hong Kong dollars, the lawful currency of Hong Kong

“Independent Board 
An independent board committee of the board of Directors consisting of Ip Tin Chee, Arnold and

  Committee”
Au Sui-Chee, Robert.

“Independent Financial 
Pacific Challenge Capital Limited, an investment adviser registered under the Securities Ordinance

  Adviser”
(Chapter 333 of the Laws of Hong Kong) and the independent financial adviser to the Independent Board Committee in relation to the Supplier Guarantees, the AT Bank Guarantee and the Agreement

“Independent Shareholders”
Being shareholders of the Company other than Chu Tai Hong, Low Kin Wai and Chua Choon Seng and their respective associates in relation to the Supplier Guarantees and the AT Bank Guarantee; and shareholders of the Company other than Ching Wan Kwan, Lam Hon Nam, Ma Chun Kwong, Edmund and Wai Yee Jan and their respective associates in relation to the Agreement.

“Listing Rules”
The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited

“PRC”
The People’s Republic of China

“Property”
Units 901-906 on 9th Floor, Block A, Van Tone New World Plaza, Beijing, PRC, having a gross floor area of approximately 720.86 square meters

“RM”
Malaysian ringgit, the lawful currency of Malaysia

“S$”
Singapore dollars, the lawful currency of Singapore

“SGM”
A special general meeting of the shareholders of the Company to be convened as soon as practicable following this Announcement

“Stock Exchange”
The Stock Exchange of Hong Kong Limited

“subsidiary”
shall have the same meaning ascribed to it under the Companies Ordinance, Cap 32 of the Laws of Hong Kong

“Subsidiaries”
The subsidiaries of the Company from time to time and “Subsidiary” shall mean any one of them

“Supplier”
One of the Group’s suppliers of computer equipment, a member of a multinational corporation, whose ultimate beneficial owners are independent third parties not connected with the directors, chief executive or substantial shareholder of the Company or its subsidiaries or any of their respective associates

“Supplier Facilities”
Collectively, the trade credit facilities of up to


i.  S$17,000,000 (equivalent to HK$76,313,000) offered by the Supplier in favour of AT on 8th February, 2001;


ii.  US$1,000,000 (equivalent to HK$7,800,000) offered by the Supplier in favour of ATM on 13th February, 2001; and


iii.  RM39,900,000 (equivalent to HK$81,396,000) offered by the ATM Supplier in favour of ATM on 13th February, 2001.

“Supplier Guarantees”
The continuing corporate guarantees to be executed by the Company as security for the Supplier Facilities and “Supplier Guarantee” shall be with reference to any one of the Supplier Facilities

“US$”
US dollars, the lawful currency of the United States of America

“Vanda Computer”
Vanda Computer & Equipment Company Limited, a limited liability company incorporated in Hong Kong

“Vanda Computer Leased
Units 902b-906 on 9th Floor, Block A, Van Tone New World Plaza, Beijing, PRC, having a

  Property”
gross floor area of approximately 549.38 square meters

“Vanda Investment”
Vanda Investment International Company Limited, a limited liability company incorporated in Hong Kong

“Vanda Solutions”
Vanda Solutions (Singapore) Pte Ltd, a limited liability company incorporated in Singapore and an indirect 75% owned subsidiary of the Company

“VSS”
Vanda Systems (Singapore) Pte Ltd, a limited liability company incorporated in Singapore and a wholly owned subsidiary of the Company

For the purposes of this announcement, exchange rates of HK$7.8 = US$1, HK$4.489 = S$1 and HK$2.04 = RM1 have been used.

By order of the Board

Lam Hon Nam

Chairman

Hong Kong, 26th February, 2001

Please also refer to the published version of this announcement in the i Mail dated 27/2/2001.
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