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VANDA SYSTEMS & COMMUNICATIONS HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

CONNECTED TRANSACTIONS

The Previous Supplier Guarantees

i.
On 3rd October, 1997, ATM was granted a trade credit facility of up to RM800,000 (equivalent to HK$1,632,000) by the ATM Supplier.

ii.
On 24th August, 1998, AT was granted a trade credit facility of up to S$2,000,000 (equivalent to HK$8,978,000) by the Supplier.

The Existing Supplier Guarantees

iii.
On or around 13th January, 1999, ATM and Vandacom were jointly granted a trade credit facility of up to RM13,000,000 (equivalent to HK$26,520,000) by the ATM Supplier.

iv.
On 13th January, 1999, VSS, VCS and AT were jointly granted a trade credit facility of up to S$15,800,000 (equivalent to HK$70,926,200) by the Supplier.

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

The Existing AT Bank Guarantee

On 4th October, 1999, AT was granted banking facilities of up to S$2,000,000 (equivalent to HK$8,978,000) by the Bank. As security for the Existing AT Bank Facilities, VSS executed a continuing corporate guarantee of up to S$2,000,000 (equivalent to HK$8,978,000) on 4th October, 1999 in favour of the Bank during the currency of the Existing AT Bank Facilities.

The ATM Bank Guarantee

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.

AT and ATM are indirect 87.5% owned subsidiaries of the Company. At the time when each of the Previous Supplier Guarantees, the Existing Supplier Guarantees and the Existing AT Bank Guarantee was executed, each of Yeo Aik Chong, who is not a connected person of the Company, and Chu Tai Hong held a 6.25% shareholding in AT. Chu Tai Hong was and continues to be an executive director of AT. Accordingly, Chu Tai Hong is a connected person of the Company under the Listing Rules.

At the time when the ATM Bank Guarantee was executed, each of Low Kin Wai and Chu Tai Hong held a 6.25% shareholding in AT. Low Kin Wai was and continues to be an executive director of Vanda Solutions, an indirect 75%-owned subsidiary of the Company, and Chu Tai Hong was and continues to be an executive director of AT. Accordingly Low Kin Wai and Chu Tai Hong are connected persons of the Company under the Listing Rules.

The Previous ATM Supplier Guarantee constitutes a connected transaction for the Company under the Listing Rules. The Previous ATM Supplier Guarantee was higher than 0.03% of the net tangible asset of the Company during the currency of the Previous ATM Supplier Guarantee. Details of such a transaction should have been disclosed by way of press announcement under the Listing Rules promptly after being concluded and such details incorporated in the next published annual report of the Company pursuant to Rule 14.25 of the Listing Rules.

In assessing the potential liability of the Company under each of the Previous Supplier Guarantees, the Existing Supplier Guarantees, the Existing AT Bank Guarantee and the ATM Bank Guarantee, the amounts guaranteed under each such guarantee is required to be aggregated with those guarantees which are in existence at the time such guarantee was executed, as they are of a continuing nature. Each of the Previous AT Supplier Guarantee, the Existing AT Supplier Guarantee, the Existing ATM Supplier Guarantee, the Existing AT Bank Guarantee and the ATM Bank Guarantee (alone or when aggregated with other guarantees provided in respect of facilities granted to AT and ATM then in existence) was higher than 3% of the net tangible asset of the Company during the currency of the respective guarantees. Accordingly, each of the Previous AT Supplier Guarantee, the Existing Supplier Guarantees, the Existing AT Bank Guarantee and the ATM Bank Guarantee constitutes an ongoing connected transaction of the Company and should have been subject to approval by the Independent Shareholders of the Company in general meeting pursuant to Rule 14.26 of the Listing Rules.

On the basis of Chu Tai Hong holding merely a 6.25% shareholding in AT at the relevant time, the Company inadvertently overlooked (a) the disclosure requirements for the Previous ATM Supplier Guarantee in breach of Rule 14.25 of the Listing Rules and (b) the disclosure and Independent Shareholder approval requirements for the Previous AT Supplier Guarantee, the Existing Supplier Guarantees and the Existing AT Bank Guarantee in breach of Rule 14.26 of the Listing Rules.

On the basis of Low Kin Wai and Chu Tai Hong each holding merely a 6.25% shareholding in AT at the relevant time, the Company inadvertently overlooked the disclosure and Independent Shareholder approval requirements for the ATM Bank Guarantee. The Company had inadvertently not aggregated the amount guaranteed under the ATM Bank Guarantee with the amounts guaranteed under the Existing Supplier Guarantees and Existing AT Bank Guarantee then in existence. When the ATM Bank Guarantee was executed on 4th October, 2000 and announced on 26th February, 2001, because the Company had not aggregated the amount guaranteed as aforementioned, the Company did not seek the approval of the ATM Bank Guarantee by the Independent Shareholders in breach of Rule 14.26 of the Listing Rules and announced a breach of Rule 14.25, rather than a breach of Rule 14.26 of the Listing Rules.

The failure of the Company to disclose the provision of the Previous ATM Supplier Guarantee and to obtain Independent Shareholders’ approval for the Previous AT Supplier Guarantee, the Existing Supplier Guarantees, the Existing AT Bank Guarantee and the ATM Bank Guarantee constitutes breaches of Rules 14.25 and 14.26 (as the case may be) 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.

Unless otherwise defined or stated, terms used in this announcement shall have the same meanings as those defined in the Company’s announcement dated 26th February, 2001 (“Announcement”).

A.
Information relating to the Company, AT and ATM

The Company and its subsidiaries are principally engaged in systems integration of mid-range computers, software development and the distribution of computer products.

AT, an indirect 87.5% owned subsidiary of the Company, with Low Kin Wai and Chu Tai Hong each holding a 6.25% shareholding currently, 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. Low Kin Wai is an executive director of Vanda Solutions, an indirect 75%-owned subsidiary of the Company, and Chu Tai Hong is an executive director of AT. Accordingly Low Kin Wai and Chu Tai Hong are connected persons of the Company under the Listing Rules.

ATM, a direct wholly owned subsidiary of AT (i.e. indirectly owned as to 87.5% by the Company), 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.

B.
Previous Supplier Guarantees

I.
The Previous ATM Supplier Facility of up to RM800,000 (equivalent to HK$1,632,000) granted to ATM (Please refer to item 1 of the table below)

Parties:

Lender
:
The ATM Supplier

Guarantor
:
The Company

ATM was granted a trade credit facility of up to RM800,000 (equivalent to HK$1,632,000) on 3rd October, 1997 by the ATM Supplier.

As security for the Previous ATM Supplier Facility, the Company executed the Previous ATM Supplier Guarantee (item 1 of table below) on 3rd October, 1997 in the amount of RM800,000 (equivalent to HK$1,632,000) in favour of the ATM Supplier, guaranteeing the obligations of ATM during the currency of such facility, from 3rd October, 1997.

The Previous ATM Supplier Guarantee has not previously been disclosed.

Due to the expansion of the business operations of ATM, leading to the increase in funding requirements, the Previous ATM Supplier Facility and Previous ATM Supplier Guarantee were replaced on 13th January, 1999 by the Existing ATM Supplier Facility and Existing ATM Supplier Guarantee for the amount of RM13,000,000 (equivalent to HK$26,520,000) (item 3 of table below) mentioned below.

II.
The Previous AT Supplier Facility of up to S$2,000,000 (equivalent to HK$8,978,000) granted to AT (Please refer to item 2 of the table below)

Parties:

Lender
:
The Supplier

Guarantor
:
The Company

AT was granted a trade credit facility of up to S$2,000,000 (equivalent to HK$8,978,000) on 24th August, 1998 by the Supplier.

As security for the Previous AT Supplier Facility in favour of AT, the Company executed the Previous AT Supplier Guarantee (item 2 of table below) on 24th August, 1998 in the amount of S$2,000,000 (equivalent to HK$8,978,000) in favour of the Supplier during the currency of the Previous AT Supplier Facility, from 24th August, 1998.

The Previous AT Supplier Guarantee has not previously been disclosed and the approval of the Previous AT Supplier Guarantee by the Independent Shareholders has not been sought.

Due to the expansion of the business operations of AT, leading to the increase in funding requirements, the Previous AT Supplier Facility and Previous AT Supplier Guarantee were replaced on 13th January, 1999 by the Existing AT Supplier Facility and Existing AT Supplier Guarantee for the amount of S$15,800,000 (equivalent to approximately HK$70,926,200) (item 4 of table below) mentioned below.

The Previous Supplier Facilities and the Previous Supplier Guarantees

The Previous Supplier Facilities, consisting of lines of trade credit, were taken up to cover AT’s and ATM’s respective purchases of computer equipment for trading purposes. Prior to the entering into of the Previous Supplier Facilities, the purchases of computer equipment were financed from AT’s and ATM’s respective working capital.

The Supplier and the ATM Supplier required corporate guarantees from the Company rather than personal guarantees from the other shareholders of AT as security for the Previous Supplier Facilities. Accordingly, the Company executed continuing corporate guarantees in the amount of RM800,000 (equivalent to HK$1,632,000) and S$2,000,000 (equivalent to HK$8,978,000) in respect of the Previous ATM Supplier Facility and Previous AT Supplier Facility, respectively.

C.
The Existing Supplier Guarantees

I.
The Existing ATM Supplier Facility of up to RM13,000,000 (equivalent to HK$26,520,000) granted to ATM and Vandacom (Please refer to item 3 of the table below)


Parties:

Lender
:
The ATM Supplier

Guarantor
:
The Company

ATM and Vandacom, an indirect wholly owned subsidiary of the Company, entered into a trade credit facility with the ATM Supplier, the terms of which were contracted orally on or around 13th January, 1999, under which the ATM Supplier granted trade credit facilities of up to RM13,000,000 (equivalent to HK$26,520,000) in aggregate to ATM and Vandacom, collectively. There are no sub-limits for ATM and Vandacom under the Existing ATM Supplier Facility. As the funding requirements of each of ATM and Vandacom varies at different periods, the grant of the trade credit facilities to ATM and Vandacom jointly provide ATM and Vandacom with more flexible usage of up to the full amount (in aggregate) of the Existing ATM Supplier Facility.

As security for the Existing ATM Supplier Facility, the Company executed the Existing ATM Supplier Guarantee (item 3 of table below) on 13th January, 1999 in the amount of RM13,000,000 (equivalent to HK$26,520,000) in favour of the ATM Supplier, guaranteeing the obligations of ATM and Vandacom during the currency of the Existing ATM Supplier Facility. There is no time limit for the Existing ATM Supplier Facility, but the ATM Supplier may terminate the Existing ATM Supplier Facility by written notice at any time.

The Existing ATM Supplier Guarantee has not previously been disclosed and the approval of the Existing ATM Supplier Guarantee by the Independent Shareholders has not been sought.

Due to the expansion of the business operations of ATM, and the resultant increase in funding requirements, subject to the approval of the Independent Shareholders at the SGM, the Existing ATM Supplier Facility and Existing ATM Supplier Guarantee will be replaced by the proposed RM39,900,000 (equivalent to HK$81,396,000) ATM Supplier Facility and the respective ATM Supplier Guarantee (item 10 of table below), as announced by the Company on 26th February, 2001. Vandacom will not be entering into any new trade credit facilities with the ATM Supplier, since Vandacom proposes to fund future purchases of computer equipment from its working capital.

The approval of the proposed ATM Supplier Guarantee by the Independent Shareholders will be sought at the SGM. Should the provision of the proposed ATM Supplier Guarantee not be approved at the SGM, ATM may not be offered the proposed RM39,900,000 (equivalent to HK$81,396,000) ATM Supplier Facility. Given that the business operations of ATM are heavily reliant on such funding, a failure to secure the proposed RM39,900,000 (equivalent to HK$81,396,000) ATM Supplier Facility could have a material adverse effect on ATM’s and the Group’s business operations. The Existing ATM Supplier Guarantee constitutes valid legal binding obligations of the Company and may not be terminated by the Company unilaterally unless all outstanding obligations of ATM under the Existing ATM Supplier Facility are satisfied. If the proposed RM39,900,000 (equivalent to HK$81,396,000) ATM Supplier Guarantee is not so approved, a resolution will be put to the Independent Shareholders at the SGM to approve the continuation of the Existing ATM Supplier Guarantee. The Directors will decide what action they would take in the event such resolution put to the Independent Shareholders fails to be carried.

II.
The Existing AT Supplier Facility of up to S$15,800,000 (equivalent to HK$70,926,200) granted to VSS, VCS and AT (Please refer to item 4 of the table below)


Parties:

Lender
:
The Supplier

Guarantor
:
The Company

VSS and VCS, both indirect wholly owned subsidiaries of the Company, and AT were jointly granted a trade credit facility of up to S$15,800,000 (equivalent to approximately HK$70,926,200) on 13th January, 1999 by the Supplier. There are no sub-limits for VSS, VCS and AT under the Existing AT Supplier Facility. As the funding requirements of each of VSS, VCS and AT varies at different periods, the grant of the trade credit facilities to VSS, VCS and AT jointly provide VSS, VCS and AT with more flexible usage of up to the full amount (in aggregate) of the Existing AT Supplier Facility.

As security for the Existing AT Supplier Facility, the Company executed the Existing AT Supplier Guarantee (item 4 of table below) on 13th January, 1999 in the amount of S$15,800,000 (equivalent to HK$70,926,200) in favour of the Supplier, guaranteeing the obligations of VSS, VCS and AT during the currency of the Existing AT Supplier Facility. There is no time limit for the Existing AT Supplier Facility, but the Supplier may terminate the Existing AT Supplier Facility by written notice at any time.

The Existing AT Supplier Guarantee has not previously been disclosed and the approval of the Existing AT Supplier Guarantee by the Independent Shareholders has not been sought.

Due to the expansion of the business operations of AT, and the resultant increase in funding requirements, subject to the approval of the Independent Shareholders at the SGM, the Existing AT Supplier Facility and Existing AT Supplier Guarantee will be replaced by the proposed S$17,000,000 (equivalent to HK$76,313,000) AT Supplier Facility and the respective AT Supplier Guarantee (item 8 of table below), as announced by the Company on 26th February, 2001. Further to certain internal restructuring of the Group, VCS is now a dormant company and VSS is a non-trading investment holding company. As a result, VSS and VCS no longer require financial funding from the Supplier, accordingly the proposed S$17,000,000 (equivalent to HK$76,313,000) AT Supplier Facility is to be taken up solely by AT.

The approval of the proposed AT Supplier Guarantee by the Independent Shareholders will be sought at the SGM. Should the provision of the proposed AT Supplier Guarantee not be approved at the SGM, AT may not be offered the proposed S$17,000,000 (equivalent to HK$76,313,000) AT Supplier Facility. Given that the business operations of AT are heavily reliant on such funding, a failure to secure the proposed S$17,000,000 (equivalent to HK$76,313,000) AT Supplier Facility could have a material adverse effect on AT’s and the Group’s business operations. The Existing AT Supplier Guarantee constitutes valid legal binding obligations of the Company and may not be terminated by the Company unilaterally unless all outstanding obligations of AT under the Existing AT Supplier Facility are satisfied. If the proposed S$17,000,000 (equivalent to HK$76,313,000) AT Supplier Guarantee is not so approved, a resolution will be put to the Independent Shareholders at the SGM to approve the continuation of the Existing AT Supplier Guarantee. The Directors will decide what action they would take in the event such resolution put to the Independent Shareholders fails to be carried.

The Existing Supplier Facilities and the Existing Supplier Guarantees

The Existing Supplier Facilities, consisting of lines of trade credit, were taken up to cover AT’s and ATM’s respective purchases of computer equipment for trading purposes.

The Supplier and the ATM Supplier required corporate guarantees from the Company rather than personal guarantees from the other shareholders of AT as security for the Existing Supplier Facilities. Accordingly, the Company executed continuing corporate guarantees in the amount of RM13,000,000 (equivalent to HK$26,520,000) and S$15,800,000 (equivalent to approximately HK$70,926,200) in respect of the Existing ATM Supplier Facility and Existing AT Supplier Facility, respectively.

D.
The Existing AT Bank Guarantee


The Existing AT Bank Facilities of up to S$2,000,000 (equivalent to HK$8,978,000) granted to AT (Please refer to item 5 of the table below)


Parties:

Lender
:
The Bank

Guarantor
:
VSS

AT was granted banking facilities of up to S$2,000,000 (equivalent to HK$8,978,000) on 4th October, 1999 by the Bank.

As security for the Existing AT Bank Facilities, VSS executed the Existing AT Bank Guarantee (item 5 of table below) on 4th October, 1999 in the amount of S$2,000,000 (equivalent to HK$8,978,000) in favour of the Bank, guaranteeing the obligations of AT during the currency of the Existing AT Bank Facilities. There is no time limit for the Existing AT Bank Facilities, but any amount outstanding thereunder is repayable on demand.

The Existing AT Bank Guarantee has not previously been disclosed and the approval of the Existing AT Bank Guarantee by the Independent Shareholders has not been sought.

Due to the expansion of the business operations of AT, and the resultant increase in funding requirements, subject to the approval of the Independent Shareholders at the SGM, the Existing AT Bank Facilities and Existing AT Bank Guarantee will be replaced by the proposed S$5,000,000 (equivalent to HK$22,445,000) AT Bank Facilities and the respective AT Bank Guarantee (item 7 of table below), as announced by the Company on 26th February, 2001.

The approval of the proposed AT Bank Guarantee by the Independent Shareholders will be sought at the SGM. Should the provision of the proposed AT Bank Guarantee not be approved at the SGM, AT may not be offered the proposed S$5,000,000 (equivalent to HK$22,445,000) AT Bank Facilities. Given that the business operations of AT are heavily reliant on such funding, a failure to secure the proposed S$5,000,000 (equivalent to HK$22,445,000) AT Bank Facilities could have a material adverse effect on AT’s and the Group’s business operations. The Existing AT Bank Guarantee constitutes valid legal binding obligations of VSS and may not be terminated by VSS unilaterally unless all outstanding obligations of AT under the Existing AT Bank Facilities are satisfied. If the proposed S$5,000,000 (equivalent to HK$22,445,000) AT Bank Guarantee is not so approved, a resolution will be put to the Independent Shareholders at the SGM to approve the continuation of the Existing AT Bank Guarantee. The Directors will decide what action they would take in the event the resolution put to the Independent Shareholders fails to be carried.

The Existing AT Bank Facilities and the Existing AT Bank Guarantee

The Existing AT Bank Facilities, consisting of trust receipt financing, an overdraft facility, sight letter of credit and a shipping guarantee, have been taken up for the purpose of AT’s trade financing. Prior to the entering into of the Existing AT Bank Facilities, AT’s trade financing was financed from its working capital and the Existing AT Supplier Facility.

The Bank required a corporate guarantee from VSS rather than personal guarantees from the other shareholders of AT as security for the Existing AT Bank Facilities. Accordingly, VSS executed a continuing corporate guarantee in the amount of S$2,000,000 (equivalent to HK$8,978,000) in respect of the Existing AT Bank Facilities on 4th October, 1999.

E.
The ATM Bank Guarantee


The ATM Bank Facilities of up to RM5,000,000 (equivalent to HK$10,200,000) granted to ATM previously announced on 26th February, 2001 (Please refer to item 6 of the table below)


Parties:

Lender
:
The Bank

Guarantor
:
VSS

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 (item 6 of table below) on 4th October, 2000 in the amount of RM3,650,000 (equivalent to HK$7,446,000) in favour of the Bank, guaranteeing the obligations of ATM 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.

The ATM Bank Guarantee was not disclosed until 26th February, 2001 and the approval of the ATM Bank Guarantee by the Independent Shareholders has not been sought.

The ATM Bank Guarantee constitutes valid legal binding obligations of VSS and may not be terminated by VSS unilaterally unless all outstanding obligations of ATM under the ATM Bank Facilities are satisfied. The approval of the continuation of the ATM Bank Guarantee by the Independent Shareholders will be sought at the SGM. The Directors will decide what action they would take in the event such resolution put to the Independent Shareholders fails to be carried.

The ATM Bank Facilities and the ATM Bank Guarantee

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. Prior to the entering into of the ATM Bank Facilities, ATM’s trade financing was financed from its working capital and the Existing ATM Supplier Facility.

The Bank required a corporate guarantee from VSS rather than personal guarantees from the other shareholders of AT 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.

F.
Summary of corporate guarantees provided by the Company and VSS in respect of certain facilities granted to AT and ATM in this announcement and in the previous announcement of the Company dated 26th February, 2001

Guarantee Date
Facility (with
Lender
Borrower
Guarantor
Guarantee Amount
Remarks




equivalent in HK$)



(with equivalent in HK$)


Previous Supplier Guarantees








1.
3.10.97 
RM800,000
ATM Supplier
ATM
The Company
RM800,000
Replaced by item 3


(until 13.1.99)
(HK$1,632,000)



(HK$1,632,000)




trade credit facilities






2.
24.8.98
S$2,000,000
Supplier
AT
The Company
S$2,000,000
Replaced by item 4


(until 13.1.99)
(HK$8,978,000)



(HK$8,978,000)




trade credit facilities






Existing Supplier Guarantees








3.
13.1.99
RM13,000,000
ATM Supplier
ATM and 
The Company
RM13,000,000 
Proposed to be


(still on-going)
(HK$26,520,000)

Vandacom

(HK$26,520,000)
replaced by item 10



trade credit facilities






4.
13.1.99
S$15,800,000
Supplier
VSS, VCS
The Company
S$15,800,000
Proposed to be


(still on-going)
(HK$70,926,200)

and AT

(HK$70,926,200)
replaced by item 8



trade credit facilities






Existing AT Bank Guarantee








5.
4.10.99
S$2,000,000 
Bank
AT
VSS
S$2,000,000
Proposed to be 


(still on-going)
(HK$8,978,000)



(HK$8,978,000)
replaced by item 7



banking facilities






ATM Bank Guarantee








6.
4.10.00
RM5,000,000 
Bank
ATM
VSS
RM3,650,000



(still on-going)
(HK$10,200,000)



 (HK$7,446,000)




banking facilities






Proposed AT Bank Guarantee








7.
Proposed
S$5,000,000
Bank
AT
The Company
S$5,000,000




(HK$22,445,000)


and VSS, severally
(HK$22,445,000)




banking facilities






Proposed Supplier Guarantees








8.
Proposed
S$17,000,000
Supplier
AT
The Company
S$17,000,000




(HK$76,313,000)



(HK$76,313,000)




trade credit facilities






9.
Proposed
US$1,000,000
Supplier
ATM
The Company
US$1,000,000




(HK$7,800,000)



(HK$7,800,000)




trade credit facilities






10.
Proposed
RM39,900,000
ATM Supplier
ATM
The Company
RM39,900,000




(HK$81,396,000)



(HK$81,396,000)




trade credit facilities






G.
Requirements under the Listing Rules

AT and ATM are indirect 87.5% owned subsidiaries of the Company. At the time when each of the Previous Supplier Guarantees, the Existing Supplier Guarantees and the Existing AT Bank Guarantee was executed, each of Yeo Aik Chong, who is not a connected person of the Company, and Chu Tai Hong held a 6.25% shareholding in AT. Chu Tai Hong was and continues to be an executive director of AT. Accordingly, Chu Tai Hong is a connected person of the Company under the Listing Rules.

At the time when the ATM Bank Guarantee was executed, each of Low Kin Wai and Chu Tai Hong held a 6.25% shareholding in AT. Low Kin Wai was and continues to be an executive director of Vanda Solutions, an indirect 75%-owned subsidiary of the Company, and Chu Tai Hong was and continues to be an executive director of AT. Accordingly Low Kin Wai and Chu Tai Hong are connected persons of the Company under the Listing Rules.

The Previous ATM Supplier Guarantee constitutes a connected transaction for the Company under the Listing Rules. The Previous ATM Supplier Guarantee was higher than 0.03% of the net tangible asset of the Company during the currency of the Previous ATM Supplier Guarantee. Details of such a transaction should have been disclosed by way of press announcement under the Listing Rules promptly after being concluded and such details incorporated in the next published annual report of the Company pursuant to Rule 14.25 of the Listing Rules.

In assessing the potential liability of the Company under each of the Previous Supplier Guarantees, the Existing Supplier Guarantees, the Existing AT Bank Guarantee and the ATM Bank Guarantee, the amounts guaranteed under each such guarantee is required to be aggregated with those guarantees which are in existence at the time such guarantee was executed, as they are of a continuing nature. Each of the Previous AT Supplier Guarantee, the Existing AT Supplier Guarantee, the Existing ATM Supplier Guarantee, the Existing AT Bank Guarantee and the ATM Bank Guarantee (alone or when aggregated with other guarantees provided in respect of facilities granted to AT and ATM then in existence) was higher than 3% of the net tangible asset of the Company during the currency of the respective guarantees. Accordingly, each of the Previous AT Supplier Guarantee, the Existing Supplier Guarantees, the Existing AT Bank Guarantee and the ATM Bank Guarantee constitutes an ongoing connected transaction of the Company and should have been subject to approval by the Independent Shareholders of the Company in general meeting pursuant to Rule 14.26 of the Listing Rules.

On the basis of Chu Tai Hong holding merely a 6.25% shareholding in AT at the relevant time, the Company inadvertently overlooked (a) the disclosure requirements for the Previous ATM Supplier Guarantee in breach of Rule 14.25 of the Listing Rules and (b) the disclosure and Independent Shareholder approval requirements for the Previous AT Supplier Guarantee, the Existing Supplier Guarantees and the Existing AT Bank Guarantee in breach of Rule 14.26 of the Listing Rules.

On the basis of Low Kin Wai and Chu Tai Hong each holding merely a 6.25% shareholding in AT at the relevant time, the Company inadvertently overlooked the disclosure and Independent Shareholder approval requirements for the ATM Bank Guarantee. The Company had inadvertently not aggregated the amount guaranteed under the ATM Bank Guarantee with the amounts guaranteed under the Existing Supplier Guarantees and Existing AT Bank Guarantee then in existence. When the ATM Bank Guarantee was executed on 4th October, 2000 and announced on 26th February, 2001, because the Company had not aggregated the amount guaranteed as aforementioned, the Company did not seek the approval of the ATM Bank Guarantee by the Independent Shareholders in breach of Rule 14.26 of the Listing Rules and announced a breach of Rule 14.25, rather than a breach of Rule 14.26 of the Listing Rules.

The failure of the Company to disclose the provision of the Previous ATM Supplier Guarantee and to obtain Independent Shareholders’ approval for the Previous AT Supplier Guarantee, the Existing Supplier Guarantees, the Existing AT Bank Guarantee and the ATM Bank Guarantee constitutes breaches of Rules 14.25 and 14.26 (as the case may be) 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.

H.
Corporate Benefit

Based on the negotiations with the Supplier, the ATM Supplier and the Bank, the Group believed that the Previous Supplier Facilities, the Existing Supplier Facilities and the Existing Bank Facilities granted to AT and ATM (as the case may be) could not be obtained without the provision of the Previous Supplier Guarantees, the Existing Supplier Guarantees and the Existing Bank Guarantees (as the case may be), since the minority shareholders of AT are individuals, and the Supplier, the ATM Supplier and the Bank have all refused to accept personal guarantees and required corporate guarantees. Chu Tai Hong is a member of the senior management of AT.

AT and ATM require the Previous Supplier Facilities, the Existing Supplier Facilities and the Existing Bank Facilities (as the case may be) for the purpose of strengthening their respective business operations and for their respective expected expansions. On the basis of the corporate benefit of the Previous Supplier Facilities, the Existing Supplier Facilities and the Existing Bank Facilities to the Group, the Directors (including the independent non-executive Directors) are of the opinion that the provision of the Previous Supplier Guarantees, the Existing Supplier Guarantees and the Existing Bank Guarantees are fair and reasonable insofar as the interests of the Independent Shareholders are concerned, and that the terms of the Previous Supplier Guarantees, the Existing Supplier Guarantees and the Existing Bank Guarantees are normal commercial terms.

I.
Definitions

“Existing AT Bank Facilities”
The banking facilities of up to S$2,000,000 (equivalent to HK$8,978,000) granted by the Bank in favour of AT on 4th October, 1999;

“Existing AT Bank Guarantee”
The continuing corporate guarantee executed by VSS on 4th October, 1999 in the amount of S$2,000,000 (equivalent to HK$8,978,000) as security for the Existing AT Bank Facilities;

“Existing AT Supplier Facility”
The trade credit facility of up to S$15,800,000 (equivalent to HK$70,926,200) granted by the Supplier in favour of VSS, VCS and AT, collectively on 13th January, 1999;

“Existing AT Supplier Guarantee”
The continuing corporate guarantee executed by the Company as security for the Existing AT Supplier Facility;

“Existing ATM Supplier Facility”
The trade facility of up to RM13,000,000 (equivalent to HK$26,520,000) granted by the ATM Supplier in favour of ATM and Vandacom, collectively on or around 13th January, 1999;

“Existing ATM Supplier Guarantee”
The continuing corporate guarantee executed by the Company as security for the Existing ATM Supplier Facility;

“Existing Bank Facilities”
Collectively, the Existing AT Bank Facilities and the ATM Bank Facilities;

“Existing Bank Guarantees”
Collectively, the Existing AT Bank Guarantee and the ATM Bank Guarantee;

“Existing Supplier Facilities”
Collectively, the Existing AT Supplier Facility and the Existing ATM Supplier Facility;

“Existing Supplier Guarantees”
Collectively, the Existing AT Supplier Guarantee and the Existing ATM Supplier Guarantee;

“Independent Shareholders”
Being shareholders of the Company other than, (i) at the time each of the Previous AT Supplier Guarantee, the Existing Supplier Guarantees and the Existing AT Bank Guarantee was executed, Chu Tai Hong and his associates; and (ii) at the Latest Practicable Date, Chu Tai Hong, Low Kin Wai and Chua Choon Seng and their respective associates, in relation to the Previous AT Supplier Guarantee, the Existing Supplier Guarantees and the Existing AT Bank Guarantee; and 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, the AT Bank Guarantee and the ATM Bank Guarantee;

“Latest Practicable Date”
26th March, 2001, being the latest practicable date prior to the publishing of this announcement for the purpose of ascertaining information contained herein;

“Previous AT Supplier Facility”
The trade credit facility of up to S$2,000,000 (equivalent to HK$8,978,000) granted by the Supplier in favour of AT on 24th August, 1998;

“Previous AT Supplier Guarantee”
The continuing corporate guarantee executed by the Company as security for the Previous AT Supplier Facility;

“Previous ATM Supplier Facility”
The trade credit facility of up to RM800,000 (equivalent to HK$1,632,000) granted by the ATM Supplier in favour of ATM on 3rd October, 1997;

“Previous ATM Supplier Guarantee”
The continuing corporate guarantee executed by the Company as security for the Previous ATM Supplier Facility;

“Previous Supplier Facilities”
Collectively, the Previous AT Supplier Facility and the Previous ATM Supplier Facility;

“Previous Supplier Guarantees”
Collectively, the Previous AT Supplier Guarantee and the Previous ATM Supplier Guarantee;

“VCS”
Vanda Computer Services (S.E.A.) Pte Ltd, a limited liability company incorporated in Singapore, and an indirect wholly owned subsidiary of the Company;

“Vandacom”
Vandacom (Malaysia) Sdn. Bhd., a limited liability company incorporated in Malaysia, and an indirect wholly owned subsidiary of the Company

.


For the purposes of this announcement, approximate Hong Kong dollar equivalents of non-HK$-denominated sums are shown in brackets using exchange rates of HK$7.8 = US$1, HK$4.489 = S$1 and HK$2.04 = RM1

By order of the Board

Lam Hon Nam

Chairman

Hong Kong, 28th March, 2001

Please also refer to the published version of this announcement in the i Mail dated 29/3/2001.
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