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CHINA EVERBRIGHT INTERNATIONAL LIMITED
(incorporated in Hong Kong with limited liability)
CONNECTED TRANSACTION
The Directors are pleased to announce that Mowbary, a wholly owned subsidiary of the Company, entered into the Agreement on 29 November, 2000 to dispose of its entire 80% equity interest in Xiazhang Expressway to Xiamen Development for a cash consideration of RMB268 million (approximately HK$250.4 million). Xiazhang Expressway is principally engaged in the development, construction, investment, management and operation of the toll road linking between Xiamen and Zhangzhou in the PRC.
Xiamen Development is a wholly owned subsidiary of Xiamen Investment who is a substantial shareholder of Xiazhang Expressway. The Disposal constitutes a connected transaction for the Company under the Listing Rules and Shareholders' approval for the Disposal is required. CEH, the ultimate controlling shareholder holding approximately 69% issued share capital of the Company, is entitled to vote on the shareholders' resolution to approve the Disposal and no person is required to abstain from voting in the said resolution. CEH has given a written certificate to the Company approving the Disposal. In this regard, the Company has applied to the Stock Exchange to seek a wavier from strict compliance with the requirement to hold a physical extraordinary general meeting. A circular containing details of the Disposal, the advice from the independent board committee of the Company and the independent financial adviser will be despatched to Shareholders for information as soon as practicable.
THE AGREEMENT DATED 29 NOVEMBER 2000
Vendor
:
Mowbary, a wholly owned subsidiary of the Company holding 80% equity interest in Xiazhang Expressway before Completion
Purchaser
:
Xiamen Development, a wholly owned subsidiary of Xiamen Investment
Guarantor
:
Xiamen Investment, holding 20% equity interest in Xiazhang Expressway before Completion
Assets to be disposed
80% equity interest in the registered capital of approximately RMB 75 million of Xiazhang Expressway.
Consideration
The cash Consideration of RMB268 million (approximately HK$250.4 million) was arrived at after arm's length negotiations among the parties thereto and has been determined with reference to Xiazhang Expressway's business performance in recent years and Mowbary's attributable interest in the unaudited net asset value of Xiazhang Expressway as at 31 December 1999 (i.e. RMB247.0 million, approximately HK$231.0 million). The Consideration represents a price to earning ratio of 32.5 times of Mowbary's attributable interest in the unaudited net profit (i.e. RMB10.3 million, approximately HK$9.6 million) of Xiamen Xiazhang Expressway for the financial year ended 31 December 1999 and is at a premium of 36% of Mowbary's attributable interest in the unaudited net asset value of Xinzhang Expressway as at 31 December 1999. The Directors (including the independent non-executive Directors) consider that the Consideration is fair and reasonable.
Payment terms
The cash Consideration will be payable as follows:-
-
RMB12.5 million (approximately HK$11.7 million) before signing of the Agreement;
-
RMB100.0 million (approximately HK$93.4 million) on the earlier of 5 business days after obtaining the necessary approvals in respect of the Disposal from the relevant PRC authorities or 15 December 2000; and
-
the remaining balance of RMB155.5 million (approximately HK$145.3 million on or before 29 December 2000.
Conditions
Completion is conditional upon:-
-
obtaining of all necessary approvals in respect of the Disposal from the relevant PRC authorities; and
-
full settlement of the Consideration.
Notwithstanding the conditions set out above, Xiamen Development shall on 29 December 2000 fully settle the Consideration to the Company.
Guarantee
Xiamen Investment also executed the Agreement as guarantor to guarantee the performance of the obligations of Xiamen Development under the Agreement.
INFORMATION ON XIAZHANG EXPRESSWAY
Xiazhang Expressway is principally engaged in the development, construction, investment, management and operation of the toll road linking between Xiamen and Zhangzhou in the PRC. Xiazhang Expressway is currently owned as to 80% by Mowbary, a wholly owned subsidiary of the Company, and 20% by Xiamen Investment.
Save for Xiamen Investment's interest in Xiazhang Expressway, Xiamen Investment, its controlling shareholders and Xiamen Development are independent of the Company or any of the directors, chief executive, substantial shareholders of the Company or any of its respective subsidiaries and/or associates.
Xiazhang Expressway completed the construction of the toll road in January 1999 and commenced its operation since then. Based on the management accounts of Xiazhang Expressway, the unaudited profit before and after taxation of Xiazhang Expressway for the financial year ended 31 December 1999 was approximately RMB10.3 million (approximately HK$9.6 million). The unaudited net asset value of Xiazhang Expressway amounted to RMB 247.0 million (approximately HK$231.0 million) as at 31 December 1999.
REASONS FOR THE DISPOSAL and use of the proceeds
The Group is principally engaged in investment holding, property development and investments, infrastructure investments, manufacture and sale of timber products. Subsequent to the acquisition of further 10% interest in Mowbary as announced on 18 October 2000, the Company has been approached by Xiamen Investment as to the possibility of acquiring the Company's earlier interest in Xiazhang Expressway. Given the terms of the Disposal, the Directors consider that it would be in the Company's interest to realise a capital gain from the Disposal and re-deploy the proceeds for the expansion of the other core businesses. The Directors intend to utilise the proceeds from the Disposal as working capital of the Group.
GENERAL
Xiamen Development is a wholly owned subsidiary of Xiamen Investment who is a substantial shareholder of Xiazhang Expressway. The Disposal constitutes a connected transaction for the Company under the Listing Rules and Shareholders' approval for the Disposal is required. CEH, the ultimate controlling shareholder holding approximately 69% issued share capital of the Company, is entitled to vote on the shareholders' resolution to approve the Disposal. CEH has given a written certificate to the Company approving the Disposal. In this regard, the Company has applied to the Stock Exchange to seek a wavier from strict compliance with the requirement to hold a physical extraordinary general meeting. A circular containing details of the Disposal, the advice from the independent board committee of the Company and the independent financial adviser will be despatched to Shareholders for information as soon as practicable.
DEFINITIONS
"Agreement"
the agreement dated 29 November 2000 and entered into by Mowbary, Xiamen Development and Xiamen Investment
"associate(s)"
the meanings ascribed to it by the Listing Rules
"CEH"
China Everbright Holdings Company Limited, the ultimate controlling shareholder of the Company
"Company"
China Everbright International Limited, a company incorporated in Hong Kong with limited liability, whose shares are listed on the Stock Exchange
"Completion"
completion of the Disposal pursuant to the terms of the Agreement
"Consideration"
the consideration for the Disposal amounting to RMB268 million (approximately HK$250.4 million)
"Directors"
the directors of the Company
"Disposal"
the disposal of its entire 80% equity interest in Xiazhang Expressway by Mowbary to Xiamen Development pursuant to the Agreement
"Group"
the Company and its subsidiaries
"Hong Kong"
the Hong Kong Special Administrative Region of the People's Republic of China
"Listing Rules"
The Rules Governing the Listing of Securities on the Stock Exchange
"Mowbary"
Mowbary Resources Limited, a private company incorporated in the British Virgin Islands with limited liability and a wholly owned subsidiary of the Company, is the vendor pursuant to the Agreement
"PRC"
the People's Republic of China, for the purpose of geographical reference, excluding Hong Kong, Macau and Taiwan
"Shareholders"
holders of ordinary share(s) of HK$0.1 each in the share capital of the Company
"Stock Exchange"
The Stock Exchange of Hong Kong Limited
"Xiamen Investment"
廈門市路橋建設投資總公司, a company established in the PRC, is the guarnator pursuant to the Agreement
"Xiamen Development"
廈門市高速公路建設開發有限公司, a company established in the PRC, is the purchaser pursuant to the Agreement
"Xiazhang Expressway"
Xiamen Xiazhang Expressway Company Limited, a company incorporated in the PRC, is currently owned as to 80% by Mowbary and 20% by Xiamen Investment before Completion
"HK$"
Hong Kong dollars
"RMB"
Renminbi
Exchange rate used in this announcement is HK$1=RMB1.07.
By Order of the Board

China Everbright International Limited

Philip Fan

Executive Director
Hong Kong, 29 November 2000
"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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