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CONNECTED TRANSACTION

A sale and purchase agreement was entered into on 4th October 2001 between iWave and VSS, at that time an indirect wholly owned subsidiary of the Company, pursuant to which VSS agreed to acquire the rest of the shares it did not already hold in Azure and in Vanda Solutions.

The total consideration was S$1,091,994 (equivalent to approximately HK$4.8 million at that time) which was satisfied by the issue and allotment of 597,632 shares of S$1 each in VSS to iWave credited as fully paid at a price of S$1.8272 per share (representing a premium of S$0.8272 over the par value per share).

The Sale and Purchase Agreement was concluded on normal commercial terms and the share price was based on the latest audited net asset values of the companies concerned.

At the time of the transaction, some of the shareholders of iWave were also directors of certain of the Company's subsidiaries. Such shareholders were thus connected persons of the Company. However, as each of them held less than 35% interest in iWave and iWave was not controlled by any of them, iWave was not an associate of any of them. The fact that iWave was a connected person by reason of its substantial shareholding in the Company's subsidiaries, Azure and Vanda Solutions, immediately before the transfer, was inadvertently overlooked. The transactions under the Sale and Purchase Agreement represented connected transactions for the Company. The transactions under the Sale and Purchase Agreement are subject to disclosure requirements under Rule 14.25(1) of the Listing Rules. The Company will include details of the Sale and Purchase Agreement in its next annual report and accounts.

The delay in disclosing the transactions under the Sale and Purchase Agreement by way of press announcement as soon as possible after the Sale and Purchase Agreement was entered into in October 2001 constitutes a breach of Rule 14.25 of the Listing Rules and the Stock Exchange reserves the right to take appropriate action against the Company and/or its directors in respect of the breach.

The board of directors of the Company announces that a sale and purchase agreement ("Sale and Purchase Agreement") was entered into on 4th October 2001 between iWave Holdings Pte Ltd ("iWave") and Vanda Systems (Singapore) Pte Ltd ("VSS"), at that time an indirect wholly owned subsidiary of the Company.

Pursuant to the Sale and Purchase Agreement, VSS agreed to acquire:-

(a) 
125,000 ordinary shares of S$1 each in Azure Technologies Pte Ltd ("Azure") representing 12.5% of the issued capital of Azure. Azure was immediately before such acquisition an 87.5% indirectly owned subsidiary of the Company; and

(b)
163,224 shares of S$1 each in the capital of Vanda Solutions (Singapore) Pte Ltd ("Vanda Solutions"), representing 25% of the issued capital of Vanda Solutions. Vanda Solutions was immediately before such acquisition a 75% indirectly owned subsidiary of the Company.

The total consideration was S$1,091,994 (equivalent to approximately HK$4.8 million at that time) which was satisfied by the issue and allotment of 597,632 shares of S$1 each in VSS to iWave credited as fully paid at a price of S$1.8272 (equivalent to HK$8.0129) per share (representing a premium of S$0.8272 over the par value per share). This share price, equivalent to HK$8.0129 per share, was arrived at on the basis of the consolidated net asset value of VSS per share as at 31st March 2001, taking into account the enlarged share capital of VSS. The 597,632 shares issued to iWave represent 8.3% of the enlarged issued share capital of VSS. Hong Kong dollar figures are approximate equivalents of Singapore dollar figures, taking an exchange rate of HK$4.38532:S$1, the rate as at the date of the Sale and Purchase Agreement.

At the time of the transaction:-

(a) 
iWave was wholly owned by Chua Choon Seng, Low Kin Wai, Chu Tai Hong, Wong Chee Keong and Tan Wei Meng.

(b) 
All 5 individuals were employees of one or more of the Company's subsidiaries and Chu Tai Hong, Low Kin Wai, Wong Chee Keong and Chua Choon Seng were directors of certain of the Company's subsidiaries. Specifically, Chu Tai Hong was a director of Azure, Low Kin Wai was a director of Vanda Solutions, Chua Choon Seng was a director of VSS, Azure, Vanda Solutions, Vanda Systems Integration (S.E.A.) Pte Ltd and a wholly owned subsidiary of VSS, Wiseasia (Singapore) Pte Ltd, and Wong Chee Keong was a director of Wiseasia (Singapore) Pte Ltd. Save as disclosed in the foregoing, the shareholders of iWave were independent and not connected to any director, chief executive or substantial shareholder of the Company or its subsidiaries, or their respective associates.

(c) 
Accordingly, Chu Tai Hong, Low Kin Wai, Wong Chee Keong and Chua Choon Seng were connected persons of the Company. However, as each of them held less than 35% interest in iWave and iWave was not controlled by any of them, iWave was not an associate of any of them.

The fact that iWave was a connected person by reason of its substantial shareholding in the Company's subsidiaries immediately before the transfer, being its 12.5% shareholding in Azure and its 25% shareholding in Vanda Solutions, was inadvertently overlooked. The transactions under the Sale and Purchase Agreement represented connected transactions for the Company.

The board of directors (including an independent non-executive director) of the Company believes that the Sale and Purchase Agreement was concluded on normal commercial terms. The respective consideration for the sale shares and consideration shares was based on the latest audited net asset values of the companies concerned. The value of the transaction was equivalent to approximately HK$4.8 million. As such value represents more than HK$1 million or 0.03% of the audited consolidated net tangible asset value of the Company and its subsidiaries as at 31st March 2001, but less than HK$10 million or 3% of the audited consolidated net tangible asset value of the Company and its subsidiaries as at 31st March 2001, the transactions under the Sale and Purchase Agreement are only subject to disclosure requirements under Rule 14.25(1) of the Listing Rules. The delay in disclosing the transactions under the Sale and Purchase Agreement by way of press announcement as soon as possible after the Sale and Purchase Agreement was entered into in October 2001 constitutes a breach of Rule 14.25 of the Listing Rules and the Stock Exchange reserves the right to take appropriate action against the Company and/or its directors in respect of the breach. The Company will include details of the Sale and Purchase Agreement in its next annual report and accounts.

These transactions were made in order to streamline the corporate structure of the Company and its subsidiaries by the acquisition of the minority interests held in the share capital of Azure and the share capital of Vanda Solutions.

Azure is a Singapore-incorporated company whose principal activities are the distribution of computer products and acting as consultant in information technology. For the financial years ended 31st March 2000 and 31st March 2001, Azure had a consolidated net profit of S$1,903,000 (equivalent to HK$8,543,000) and S$3,233,000 (equivalent to HK$14,513,000) respectively and a consolidated profit before tax of S$2,628,000 (equivalent to HK$11,797,000) and S$4,449,000 (equivalent to HK$19,972,000) respectively. The consolidated net asset value of Azure as at 31st March 2001 was S$6,431,000 (equivalent to HK$28,869,000).

Vanda Solutions is a Singapore-incorporated company whose main business includes systems integration of mid-range computers in Singapore. For the financial years ended 31st March 2000 and 31st March 2001, Vanda Solutions had a net profit of S$221,000 (equivalent to HK$992,000) and S$500,000 (equivalent to HK$2,245,000) respectively and a profit before tax of S$302,000 (equivalent to HK$1,356,000) and S$675,000 (equivalent to HK$3,030,000) respectively. The net asset value of Vanda Solutions as at 31st March 2001 was S$1,153,000 (equivalent to HK$5,176,000).

VSS is a Singapore-incorporated company whose business is in investment holding. For the financial years ended 31st March 2000 and 31st March 2001, VSS had a consolidated net profit of S$4,250,000 (equivalent to HK$19,078,000) and S$4,023,000 (equivalent to HK$18,059,000) respectively and a consolidated profit before tax, minority interests and extraordinary items of S$4,090,000 (equivalent to HK$18,360,000) and S$6,635,000 (equivalent to HK$29,785,000) respectively. The consolidated net asset value including minority interest of VSS as at 31st March 2001 was S$10,228,000 (equivalent to HK$45,913,000).

The Singapore dollar figures for these 3 companies are figures as reflected in the consolidated financial statements of the relevant company, audited in accordance with generally accepted accounting standards in Singapore, rounded to the nearest thousand. The Hong Kong dollar equivalents are obtained by applying the book rate applied in the consolidation of their financial statements into the Company's, which is the rate of HK$4.489:S$1, and rounded to the nearest thousand.

The Company is engaged principally in the businesses of systems integration of mid-range computers, software development and its related services and the distribution of computer products.

By order of the Board

Lam Hon Nam

Co-chairman

Hong Kong, 25th July 2002

Please also refer to the published version of this announcement in the China Daily dated 26 July 2002.
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