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Connected Transactions

Summary

The board of directars of Automated Systems Holdings Limited ("Company™) announces as follows:

I. Faor the two financial years ended 31st December, 1998, the aggregate value of the connected transactions between ASL(HK) and ASL{PRC) amounted 10
approximately $1.586.746.00 and $9.333,987.00 respectively. '

2. Information relating to the connected transactions has been discloged in the Company™s 1997 and 1998 Annual Reports. The 1997 and 1998 connected
transactions were for the sales and purchases of computer products and scrvices between ASL{HK) and ASL{PRC),

J. The connecied transactions were entered into in the ordinary and usual course of business of the Company upon normal commercial terms and are fair and
reasonable so far as the minority shareholders of the Company are concerned.

4. The apggregate value of the 1997 and 1998 connected transactions should have been disclosed by way of a piess announcement and the Company has
breached ihe relevant requirements of the Listing Rules inf respect of the disclosure of the 1997 connected transactions and has not complied stricily with
the Listing Rulea in respect of the disclosure of the 1998 connecled transactions.

5. The Company has applied to the Stock Exchange for waivers from sirict compliance with rule 14.25(1) of the Listing Rules inrespect of the 1997 and 1998
connected transactions. As the sales and purchases of compuier products and sefvices between ASL(HK) and ASL(PRC} are ¢ontinuing, the Compuny has
applied for a separate waiver of the 1999 connected transactions with ASL{PRC) on the basis that the aggregate value of such transactions for the financial
year ended 31st December, 1999 will not exceéd $10 million,

6. If the directors come (o aware during the 1999 financial year that the sggregate value of the 1999 cannected transactions exceeds or is likely 10 exceed
$10 million, the Company will comply with the requirements: of the Listing Rules relating to such connected transhctions.

7. The Stock Exchange has reserved its rights to take furiher action against the Company in respéet of the Compiny’s breach ind non-somplignce with the
Listing Rules.

Background Sales to ASL(PRC) Amouni

k.

Automated Systems (H.K.) Limited ("ASL{HK)™) is a wholly-owned

‘Qualix computer software

subsidia of the Company. Awomated Systems (PRC)  Limited roducts 25.056:533.62

{("ASLIPRC) ) isa whoTL;-uwn:d subsidiary of CSA Holdings Lid.(*CSA™), Nm:Qnalh compuier products il

the controlling shareholder of the Company. The Company and ASL{PRC) Pt :

are therefore fellow subsidiaries of CSKf : and services $1,241,522.27 $6,298.055.89

Prior to the listing of the shares of the Company on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”)on Sth November, 1997 (the "D
ate of Listing”), the business territory of ASL{HK) included the People's
Republic of China (“PRC"). After the listing, the busingss of the PRC
division of ASL(HK} wis transferred to and held under a separate logal
entity i.c. ASL(PRC) and is wholly-owned by CSA.

The Company and its subsidiaries (the "Group™) are engaged in the business

Purchases from ASL(PRC)

Computer products und services £3.035931.11

Aggregate totul: $9,333,987.00

Disclosure of the 1928 Connected Transactions

of systems integration and the supply of computers and nssaciated products, 1. Particulars of the 1998 Connccted Transactions have been disclosed in the
Internet!Intermet networking and the provision of engincering services and Company's accounts on page 47 of the Company's 1998 Annual Repor.
software services in Hong Kong, Macau and Taiwan. ASL(PRC) is engaged |2, The auditors of the Company have cerified that the 1998 Connected

mainly in computing equipment sales business in the PRC (excluding
Kong. Macau and Taiwan).

ang

1997 Connected Transactions

4.

As disglosed on page 48 of the 1997 Annual Report of the Company, the
aggregale total amount bf the transactions between ASL{HK} and ASL{PRC)
for the whole of the financial yedr ended 31st December, 1997 was
approximately $4,564.000. OF this amount, an aggregate of $1,586,746.00
(*1997 Connected Trinsactions”™) was for the sales of computer products and
services to ASL{PRC) between the period from the date of completion of the

“Group’s reorganisation on 16th October, 1997 (*Date of Reorganisation” or

“Reorganisaiion™) to 31st December, 1997, {If the value of the connecied
transactions is 1o be caloulated from the Date of Listing on 5th November,
1997 1o 3ist December, 1997, the apgregate value of the connected
trapsactions amounied 1o $992 052 31} Such transactions were connected
trangyctions within the meaning of the Listing Rules, The aggregate value of
the 1997 Connected Transactions amounted to approximately 0.75% and
1.27% of the net wungible assets of the Group aof ag.t roximately $212 million
and SI11E8 million as ot 3lsi December, 19 r and ‘3lst May, 1997
respectively.

Particulars of the 1997 Connected Transactions (from 17th October, 1997
i.e. the day after the Date of Reorganization 1o 3]st December, 1997):

Transactions have been entered inte’ upon normal commercial terms and in
the ordinary and usual course of business of the Company. The independent
non- executive directors of the Company have also confirmed that in their
opinien, the 1998 Connected Transactions arc fair and reasopable so far as
the minority shareholders of the Conypany. are concemed. The Company has,
not complied strictly with the relevant provision of he Listing Rules
relating 1o the disclosure of the aggregate value of the 1998 Connecied
Transactions. ]

Reasons for and the Directors® view on the 1997 and 1998 Connecied
Transactions

13,

The Directors are of the view that it 18 in the interests of the Company to
enter into the 1997 and 1998 Connected Transactions und that CSA, the
controlling shareholder of the Cempany, has not prefcrentinlly benefited
from such tiansictions. The Directors dare also of the view that bath the 1997
and 1998 Connected Transactions were entered into in the ordindry and
usunl course of business of the Company upan normal commercial lerms and
are fair and reasonable so far as the minority shareholders of the Company
are concemned.

Applications to the Stock Exchange for waivers of the 1997 and 1998
Connected Transactivns from strict complinnce with the Listing Rules.

14,

The Company-has also applicd to the Stock Exchange for waivers from strict
compliince with the Listing Rules in respect of the 1997 and 1998
Connected. Transactions on the grounds that (1) transactions betweean

Description Amount ASL(HK) and ASL{(PRC) waere cirried oul an an on-going basis; (2) the

(HK) value of individual trunsaction varied widely and thar disclosure and

approval of every individual transaction in full compliance with the Listing

3 Rules would be impracticable; (3) such transactions. will continue 10 be

Computer products sold (other than Qualix entered inta in the ordinary and usual course of business of the Company
software products) 666.296.32 and upon normal commercial terms.



746,582.30
173.867.38

$1:586,746.00

Quulix sofiware producis-sold

Muaintenance services

Totak:

OF the 1997 Connected Tronspotions:

(1) in respect of $666.296.32 being computer products (including
compulers, computer accessories and software licences and services)
sold to ASL(PRC), o sum of $498,605 involved pre-Reorginization
prders received by the PRC division of ASL(HK) but posi-
Reorganization deliveries for sale in the PRC. The bulance of §167,691
involved the gml-Rcurgnn:'su:iun purchases of computer products or
servives by ASL(PRC),

{2) ASL{PRC) purchased Qualiz computer software licences amounting o
£746.582.30 through ASL(HK) upon the appointment of ASL(HK) ns
the master distributor of Qualix Group Inc. (now known as Fuolltime
Ent:rpriar Inc. ) ("Qualix™), # computer software supplier, im Hong

ong.

The maintenance secvives of $173,867.38 were part of the services

provided by ASLIHK) 1o its PRC division for one of its clients prior to
the Rearganisation,

(3

Non-inclusion of the 1997 Connected Transactions in the previous
connecled lransaction waiver

T

By a'letter dated 20th March. 1998, the Stock Exchange granied a waiver to
the Compary in respect of the provision by the Group for the use of certain
warchonse by and the sharing of administrative services with ASLIPRC).
Detatls of this wuiver application werve  disclosed o tle Compuiy 's
prospecius dated ' 22nd Octaber, 1997, In its waiver application, the
Company had not included the sales of computer goods and services
beiween the Group and ASL{PRC). Reasons for the non-inclusion in the
waiver upplication are:

{13 the Company did-nor anticipare that there: would b any, :rﬁn;acriuns
with ASL{PRC) after the listing:

(2) the directors of the Company. (“Directors™) estimated that even if there
were uny such transactions with ASL{PRC), the aggeegate valiie of such
transactions for the peripd from the Date of the Listing 10 3lst
December, 1997 would be below the minimum disclosure level of the
Listing Rules.

Disclosure of the 1997 Connected Transactions

8.

9.

Particulars of the 1997 Connected Transactions have been disclosed in the
Company’s hiccounts on page 48 of the Company’s 1997 Annual Repor.

The auditors of the Company have certified that the 1997 Connected
Transactions have been entered into ypon normal commercial terms and in
the ordinary and usual ecourse of busingss of the Company. The two
independent non-exécutive directors of the Campany Have also confirmed
that in_their opinion, the 1997 Connected Transactions are fair and
reasonable so far as the minority shareholders of the Company are
concermed, The agaregate value of the 1997 Connected Transactions shounid
have been disclosed by a press announcement and the Company has
breached the relevant provisions-of the Listing Rules:

1998 Connecled Transactions
10; As disclosed in the Company's accounts on page 47 of the Company’'s 1998

Annual Report, the apgregate total amount of the transactions arising from
the sales ond purchases of computer products and services beiween
ASL(HK) and ASL(PRC) for the whole of the financial year ended 3st
December, 1998 was approximately $9,334,000. Of this sum, $6,298,055.89
was fhe aggrepate value of the sales by ASL{HK) to ASL(PRC) and
£3,035,931,11 was the aggregate value of the purchases made by ASL{HK)
from ASL(PRC), Such transactions were connecied transactions within the
meaning of the Listing Rules and the apgregate value of such Lransactions
represenis appraximately 4.1% and 4,3% of the net tangible assets of the
Group of approximately $226 million and $212 million as a1 315t December,
1998 und 315t December, 1997 respeciively. Furiher particulars of the 1998
Connected Transactions are as follows:

1999 Connected Transactions between the Group and hSLtFRC]
15. Transactions for the sale and purchase of computer goods and computer

reluted services between ASLIHK) and ASL{PRC) are continuing. Based on
thie latest management aceounts of the Group, calculated from st January,

1999 1o 28th May, 1999 the agpregate value of the connected transactions

between ASL{HK) and ASL{PRC) amounted to approximately $2,977.419
(as to $2.830,301 being sales by ASL{HK) to ASLIPRC) and 15 10 §147.118
being sales by ASL(PRC) to ASL{HK)), which were entered into-on normal
commercial terms and in the ordinary course of budiness of both the
Company and ASL{PRC). With the anti¢ipated growth in the PRC cconomy
for the year 1999 and the possible re-accession of the PRC into the WTO,
the Dirdctors expect thar the turnover between the Group and ASL(PRC) for
the finoncial year ended 315t December, 1999 will be sustained bup will not
exceed $10 milljon, Of this wmount, sales 10 ASL(PRC) consisting of
computer products and services including information technology services
will not exceed $5 million wheress sales irom ASL(PRC) consisting mainly
of computer produets and accessories will not exceed $2 million. There is:
no wrilten agreement between ASL(HK) and ASL(PRC) relating for the
sules and purchases of computer products and services bui the business’
relationship between the Company and ASL(PRC) is governed by a
Territorial Agreement dated 16th October, 1997 entered into betwéen the
Company and CSA.

. The aggregate value of and other informution relating 1o the 19899 Connecied

Transactions will be included in the Company's next annual report. Jf the
aggregate valve of the 1999 Connected Transactions exceeds $10 million,
the Company will comply with the requirements of the Listing Rules
relating 1o such connected trunsactions.

Walver application for the 1999 Cannected Transacliony

17.

Transactions between the Group and ASLOPRCY Tor the sides and purchases
of computer goods and-services including informarion techinolopy services
are and will continue to be entered into in the ordinary course of busincss
of the Group and on rarmal commercial tefms. As such trunsactions are and
will be af a continuing nature and occur on a regulir basis, the Company has
also apptict ‘to the Slock Exchange for b scparite walver from . Sirict
compliance with rule 14.25(1) of the Listing Rules in respect of the 1999
Connected Transactions, The Company has applied 1o the Stock Exchange
far a waiver in respect of the 1999 Connected Transactions upon the
fullowing terms:

(1) that such transactions be entered intt by the Group in the ordinary and
weunl course of its business and on normal commerdinl terms which are
no less favourable than terms uvailable to (or from) independent third
party and are fair and reasonable 3o far as the minofity sharchalders of
the Company are concerned;

the aggregate value of the 1999 Connected Transactions will not exteed
510 miltion;

details of the 1999 Connected Transactions be disclosed n the
Company's next annual report bs. set oul in rules 125(10A) 10 (D) of
the Listing Rules:

the 1999 Connected Transactions be reviewed by:

() the independent nom-executive Directors who shall confirm that
such transactions have been entered conducted in the manners set
out in'{1) and {2) above: and

(b} the suditors of the Company who shall ¢onfirm’ that such
transactions have been approved by the board of the Company and
do not exceed the Hmit setoui in (2) above and huve been entered
into on normal commercial terms which are no less fFavourable than
terms ayailable to {or from) independent third party:

(3) the confirmations by the independént non-executive Directors and the
auditers be included in the Group's néxt annual report.

2)

(3)

)

I8, The Stock Exchange has reserved its right to take Turther action sgainst the

Hong Kong, 30 June, 1999

Company in respeet of the E-:smpnnr': treach and non-compliance with
relevant provisions of the Listing Rules.

By arder of the Board
Edward Lau
Birector und Company' Secrelary



