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CHINA STRATEGIC HOLDINGS LIMITED

(incorporated in Hong Kong with limited liability)

CONNECTED TRANSACTION

On 9 July, 2002, the Company and Paul Y. Project Management International Limited entered into the Agreement pursuant to which the Company agreed to appoint Paul Y. Project Management International Limited as the project manager to provide project management services for the development of the Site in Beijing. The Company is the developer to develop the Site under a cooperative cevelopment agreement dated 18 August, 2001 entered into between the Company and the People’s Government of Liqiao Township, Shunyi District, Beijing, PRC.

Paul Y. Project Management International Limited is a wholly owned subsidiary of Paul Y. - ITC which is a substantial shareholder of the Company.

The Transaction constitutes a connected transaction for the Company under Rule 14.25(1) of the Listing Rules and shall be disclosed by way of a press announcement. Further particulars of the Transaction will be disclosed in the next annual report of the Company.

THE AGREEMENT

Date: 
9 July, 2002

Parties: 
Employer: the Company 
Project Manager: Paul Y. Project Management International Limited

Nature: 
Paul Y. Project Management International Limited to provide project management services for the development of the Site in Beijing, PRC

Term: 
Within 5 years from the date of the Agreement

Remuneration:
i.
Basic salary cost of the Project Manager’s team deployed on the Project plus 100% mark up


ii.
Direct expenses for the provision of project management services shall be reimbursed to the Project Manager at cost

The total remuneration for the term of 5 years to the Project Manager shall not exceed HK$9 million for managing the development of the Site and is based on estimated staff time input of the Project Manager’s team.

The payment to the Project Manager shall be made against monthly invoices submitted by the Project Manager.

DETAIL INFORMATION OF THE SITE

The Site is located in the west of the Liqiao Township of the Shunyi District of Beijing. It lies to immediate east of the area reserved for the Beijing International Airport extension. It is bordered by a waste water channel (Shiaozhong River) to the west and the No. 6 Outer Ring Road on embankment to the east. Presently, there are two villages on site and most of the land is used for agricultural activities.

Within the Site, the office of the Liqiao Township is also building a new town hall, civic center, associated green areas and facilities.

The Transaction involves the management of consulting engineers, architects and contractors in the completion of all site formation, drainage, roads, all utilities services and associated infrastructure, landscaping and realignment of Shiaozhong River to the south.

REASONS FOR THE TRANSACTION

Following China’s accession to the World Trade Organization, it will further open its market to foreign companies. As Beijing is the capital of China, there will be a great demand for non-polluting industrial area. The Company is the developer to develop the Site under a cooperative development agreement dated 18 August, 2001 entered into between the Company and the People’s Government of Liqiao Township, Shunyi District, Beijing, PRC. The Company would take this opportunity to develop the Site for non-polluting light industries, logistics, warehousing, commercial, residential and associated area. The engagement of the Project Manager will enable the Company to maximize potential value of the Site and thus the return to the Company.

The directors of the Company (including independent non-executive directors), are of the opinion that the Transaction, the remuneration and the terms and conditions thereof are on normal commercial terms and are fair and reasonable, and that it is in the commercial interest of the Company to enter into the Transaction. The Agreement has been reached after due negotiations between the Company and Paul Y. Project Management International Limited on an arm’s length basis.

GENERAL

Paul Y. Project Management International Limited, a wholly owned subsidiary of Paul Y. - ITC which is a substantial shareholder of the Company, is principally engaged in providing professional project management services to project owners. Accordingly, Paul Y. Project Management International Limited is regarded as a connected person of the Company under the Listing Rules.

The Company itself is an investment holding company. The group of the Company is principally engaged in tire manufacturing, manufacturing, retailing and distribution of Chinese medicine, western pharmaceuticals and health food, property development and investment, hotel operation and investment in infrastructuring projects.

The Transaction constitutes a connected transaction for the Company under Rule 14.25(1) of the Listing Rules and shall be disclosed by way of a press announcement. Further particulars of the Transaction will be disclosed in the next annual report of the Company.

DEFINITIONS

“Agreement” 
The project management services agreement dated 9 July, 2002 entered into between the Company and Paul Y. Project Management International Limited in respect of the provision of project management services for the development of the Site

“Company” 
China Strategic Holdings Limited, a company incorporated in Hong Kong and the shares of which are listed on the Stock Exchange

“Listing Rules” 
Rules Governing the Listing of Securities on the Stock Exchange

“Paul Y. Project Management International Limited” 
Paul Y. Project Management International Limited, a company incorporated in the British Virgin Islands and is a wholly owned subsidiary of Paul Y. - ITC, a substantial shareholder of the Company

“PRC” 
The People’s Republic of China

“Paul Y. - ITC” 
Paul Y. - ITC Construction Holdings Limited, a company incorporated in Bermuda and the securities of which are listed on the Stock Exchange

“Site” 
The Liqiao Industrial Park at Shunyi District, Beijing, PRC is owned by the People’s Government of Liqiao Township, Shunyi District, Beijing, PRC

“Stock Exchange” 
The Stock Exchange of Hong Kong Limited

“Transaction” 
The appointment of Paul Y. Project Management International Limited as project manager to provide project management services for the development of the Site pursuant to the Agreement

By Order of the Board
China Strategic Holdings Limited
Lien Kait Long
Executive Director
Hong Kong, 9 July, 2002

Please also refer to the published version of this announcement in The Standard.
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