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China Sci-Tech Holdings Limited
(中國科技集團有限公司)*

(incorporated in the Cayman Islands with limited liability)

(1)
CONNECTED TRANSACTION - SALE OF SHARES IN FLEMING HOLDINGS LIMITED

(2)
DISCHARGE/RELEASE OF CORPORATE GUARANTEE AND DIRECTOR GUARANTEE

(3)
PROPOSED WAIVER OF DEBT

On 27 October, 2000, the Company entered into the Agreement pursuant to which the Company agreed to sell to Alliston and Alliston agreed to purchase from the Company the Sale Shares at a consideration of HK$1.00.

Completion of the Agreement is conditional upon a number of conditions as set out below to be fulfilled within 7 days from the date of the Agreement, and shall take place on the second business day after all such conditions have been fulfilled, which is expected to be on or before 6 November, 2000 or such other day to be agreed by the Company and Alliston. One such condition is the Bank's prior written approval to the terms of the Agreement and acknowledgement of receipt of HK$16,000,000.00 in discharge/release of the Corporate Guarantee and the Director Guarantee. The sale and purchase of the Sale Shares may or may not proceed.

Under Chapter 14 of the Listing Rules, Alliston is regarded as a “connected person” of the Company and the Agreement constitutes a connected transaction for the Company. Therefore, pursuant to Rule 14.25(1) of the Listing Rules, the Company makes this announcement setting out details of the Agreement and shall include details of the Agreement in the Company's next published annual report.

The Company proposes to enter into the Deed of Waiver on or before completion of the Agreement to waive all its rights to seek repayment of the Debt from Contrad.

A.
The Agreement

1.
Date

27 October, 2000

2.
Parties

Vendor : 
the Company

Purchaser : 
Alliston, currently holdings approximately 49% of the existing issued share capital of Fleming.

3.
The Sale Shares and Information on Fleming

8,401,386 shares of US$1.00 each of Fleming, representing approximately 51% of the existing issued and paid-up share capital of Fleming. The amount of net assets deficiency of the Fleming Group is HK$80,392,072.00 as shown from the unaudited management accounts of the Fleming Group as at 30 September, 2000.

Fleming through its wholly-owned subsidiary, Contrad, is engaged in the business of investment holding and trading of telecommunications products. The loss after taxation of the Fleming Group as shown from the unaudited management accounts for the year ended 31 March, 2000 was HK$39,056,616.00. (1999: loss after taxation was HK$75,065,829.00.)

4.
The Share Consideration and the Guarantee Consideration

HK$1.00 shall be paid by Alliston to the Company for the Sale Shares on completion of the Agreement.

An amount of HK$16,000,000.00 shall be paid by the Company to the Bank on or before completion of the Agreement in discharge/release of the Corporate Guarantee and the Director Guarantee in satisfaction of the condition set out under paragraph 6(b) below. Such amount shall be funded by the internal resources of the Company.

5.
Basis of determining the Share Consideration and the Guarantee Consideration

The Share Consideration was arrived at on a “willing buyer, willing seller” basis and after arm's length negotiations.

The Guarantee Consideration was negotiated between the Company and the Bank after arm's length negotiations and was based on the total amount of outstanding indebtedness of Contrad to the Bank of approximately HK$36 million as at the date of the Agreement and represents less than 51% of such indebtedness of approximately HK$18 million.

6.
Conditions of the Agreement

Completion of the Agreement is conditional upon, inter alia, the fulfillment of the following conditions within 7 days from the date of the Agreement:


(a)
the Bank's prior written approval to the terms of the Agreement and acknowledgement of receipt of HK$16,000,000.00 in full discharge and release of the Corporate Guarantee and the Director Guarantee having been obtained;


(b)
all the security and guarantees given by the Company and/or its subsidiaries and Mr. Chiu Tao, a Director in favour of the Bank in respect of any indebtedness owing by Contrad to the Bank having been fully discharged/ released;


(c)
written confirmation under seal by each of Mr. Sung and Mr. Tang not to seek from the Company and/or its subsidiaries and Mr. Chiu Tao any indemnity/contribution arising from any payment made to the Bank by Mr. Sung and Mr. Tang in respect of the liabilities of Contrad to the Bank; and


(d)
upon receipt of the written confirmation as mentioned in paragraph 6(c) above, the Company delivering to Alliston written confirmation under seal by the Company and Mr. Chiu Tao to Alliston's satisfaction not to seek indemnity/contribution from Mr. Sung and Mr. Tang and Contrad arising from any payment made to the Bank under any of the security documents granted by the Company and/or its Directors to the Bank.

7.
Date for completion of the Agreement

Completion of the Agreement shall take place on the second business day after all the conditions referred to in paragraph 6 above have been fulfilled, which is expected to be on or before 6 November, 2000 or such other day to be agreed by the Company and Alliston.

8.
Connected transaction

The Directors consider that, as Alliston is a substantial shareholder of Fleming prior to the completion of the Agreement, Alliston is a connected person of the Company for the purposes of the Listing Rules. The Agreement, therefore, constitutes a connected transaction of the Company under Chapter 14 of the Listing Rules. However, no director, chief executive or substantial Shareholder of the Company or any of its subsidiaries, nor any associate of any of them (as defined in the Listing Rules), has an interest in Alliston. The consideration to be paid to the Company for the Sale Shares by Alliston under the Agreement of HK$1.00 and the proposed payment of HK$16,000,000.00 by the Company for discharge/release of the Corporate Guarantee and the Director Guarantee in satisfaction of the condition set out under paragraph 6(b) above represents less than 3% of the consolidated net tangible assets value of the Company of approximately HK$1,415 million as shown in the Annual Report for the year ended 31 March, 2000. The Company therefore makes this announcement pursuant to Rule 14.25(1) of the Listing Rules and shall include details of the Agreement in its next published annual report. The Directors consider that the transaction represented by the Agreement and the Deed of Waiver is fair and reasonable to the Company and the Shareholders as a whole.

9.
Business of the Group

The Company is principally engaged in strategic investment holding, through its subsidiaries and associated companies engages in strategic investment holding and the development of a scientific park in the PRC, the trading and distribution of telecommunications products and strategic investment in distribution network in the PRC.

10.
Reason for entering into the Agreement and the proposed Waiver of Debt

The Directors believe that the disposal of the Fleming Group by selling the Sale Shares to Alliston will allow the Group to dispose of a non-performing asset with negative net asset value and enable the Group to effectively and efficiently utilise its financial resources for the development of its major activities. With the payment of HK$16,000,000.00 to the Bank, the Company and the Director, Mr. Chiu Tao shall be discharged and released of the Corporate Guarantee and the Director Guarantee respectively, which are all the security and guarantees given by the Company and the Director to the Bank in respect of the liabilities of Contrad. Such discharge and release is made a condition for completion of the Agreement.

B
Waiver of Debt

On or before completion of the Agreement, the Company proposes to enter into the Deed of Waiver as Contrad shall cease to be a subsidiary of the Company after completion of the Agreement. Contrad has been continuously operating at a loss. Provision for the Debt was made in the audited accounts of the Company for the year ended 31 March, 1999. Despite repeated requests by the Company for repayment of the Debt by Contrad, Contrad has been unable to make repayment of the Debt to the Company. Thus the Directors consider that there is little prospect of recovering the Debt from Contrad based on the operating and financial condition of Contrad and propose to write off the Debt from the accounts of the Company by executing the Deed of Waiver on or before completion of the Agreement to waive all its rights to seek repayment of the Debt from Contrad. The Directors believe that the waiving of the Debt would have no material adverse effect on the financial position of the Company.

Terms used in this announcement

In this announcement, the following expressions have the meanings set out below unless the context otherwise requires:

“Agreement” 
means 
the Sale and Purchase Agreement dated 27 October, 2000 relating to the sale and purchase of the Sale Shares entered into between the Company as vendor and Alliston as purchaser;

“Alliston” 
means 
Alliston Developments Limited, a company incorporated in the British Virgin Islands with limited liability;

“Bank”
means
Citic Ka Wah Bank Limited;

“Company”
means
China Sci-Tech Holdings Limited;

“Contrad”
means
Contrad Limited, a company incorporated in Hong Kong with limited liability and a wholly-owned subsidiary of Fleming;

“Corporate Guarantee”
means
a guarantee for HK$25,500,000.00 dated 30 December, 1997 executed by the Company in favour of the Bank in respect of the liabilities of Contrad to the Bank under certain banking facilities;

“Debt”
means
the amount of HK$28,915,769.51 due and owing from Contrad to the Company and to be waived by the Company pursuant to the Deed of Waiver;

“Deed of



“Waiver”
means
a deed of waiver to be executed by, inter alia, the Company in favour of Contrad waiving all the Company's rights to seek repayment of the Debt from Contrad;

“Director(s)”
means
director(s) of the Company, including independent non-executive director(s) of the Company;

“Director Guarantee”
means
a personal guarantee for HK$25,500,000.00 dated 17 December, 1997 executed by Mr. Chiu Tao, a Director in favour of the Bank in respect of the liabilities of Contrad to the Bank under certain banking facilities;

“Exchange”
means
The Stock Exchange of Hong Kong Limited;

“Fleming”
means
Fleming Holdings Limited, a company incorporated in the British Virgin Islands with limited liability;

“Fleming Group”
means
Fleming and its subsidiaries;

“Group”
means
the Company and its subsidiaries;

“Guarantee Consideration”
means
the amount of HK$16,000,000.00 payable to the Bank for discharge/release of the Corporate Guarantee and the Director Guarantee;

“Listing Rules”
means
the Rules Governing the Listing of Securities on the Exchange;

“Mr. Sung”
means
Mr. Edward Sung Oi Kwan, a former Director;

“Mr. Tang”
means
Mr. Raymond Tang Wai Man, a former Director;

“PRC”
means
the People's Republic of China;

“Sale Shares”
means
8,401,386 shares of US$1.00 each of Fleming, representing approximately 51% of the existing issued and paid-up share capital of Fleming;

“Share Consideration”
means
Consideration for the Sale Shares in the sum of HK$1.00 payable by Alliston to the Company on completion of the Agreement for purchase of the Sale Shares; and

“Shareholders”
means
The holders of shares of the Company from time to time.

By Order of the Board
China Sci-Tech Holdings Limited
Chiu Tao
Chairman
Hong Kong, 30 October, 2000

(*
Chinese name appears for identification only)
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