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CHINA EVERBRIGHT INTERNATIONAL LIMITED

(incorporated in Hong Kong under the Companies Ordinance)

major TRANSACTION

The board of directors of Everbright International announces that a conditional sale and purchase agreement has been entered into between (i) Maddington as vendor and (ii) Shanghai Construction as purchaser and (iii) Everbright International as guarantor to Maddington in respect of the sale by Maddington to Shanghai Construction of 114,000,000 Shares, representing approximately 22.45 per cent. of the issued share capital of Hong Kong Construction, for a total cash consideration of HK$189,240,000 (or HK$1.66 per Sale Share which represents a premium of approximately 15.28 per cent. over the closing price of HK$1.44 per Share as quoted on the Stock Exchange on 13th June, 2001).

Completion of the Agreement is conditional on (i) the Executive confirming that neither Shanghai Construction nor Maddington or any parties acting in concert (within the meaning of the Takeovers Code) with any of them be required to make a general offer pursuant to Rule 26 of the Takeovers Code in respect of all issued Shares (other than the Sale Shares) as a result of Completion; and (ii) all PRC governmental or regulatory authorisations, permissions, filings and approvals (including PRC foreign exchange and remittance approval) necessary for or in connection with the transactions contemplated under the Agreement having been obtained or made by Shanghai Construction.

Everbright International has undertaken to Shanghai Construction to procure the sale of further 3,000,000 Shares representing approximately 0.59 per cent. of the issued share capital of Hong Kong Construction to independent third parties who are independent of and do not act in concert with Everbright International, Maddington or Shanghai Construction or their respective concert parties on or before Completion.

Pursuant to the Agreement and upon Completion, certain existing directors of Hong Kong Construction will resign from as directors of Hong Kong Construction (numbers and identities of whom are yet to be fixed) and it is expected that Shanghai Construction will nominate a majority of the directors (numbers and identities of whom have not yet been determined) to the board of Hong Kong Construction upon Completion.

The transaction constitutes a major transaction for Everbright International. A circular containing, among other things, details about the transaction and the Agreement will be despatched to shareholders of Everbright International as soon as practicable.

At the request of Everbright International, the trading of the shares of Everbright International on the Stock Exchange was suspended with effect from 10:00 a.m. on 14th June, 2001 pending the issue of this announcement. Application has been made to the Stock Exchange for resumption of trading of the shares of Everbright International with effect from 10:00 a.m. on 18th June, 2001.

DISPOSAL OF SHARES IN HONG KONG CONSTRUCTION

The Agreement
Date:
13th June, 2001

Parties:
Vendor:
Maddington, a wholly-owned subsidiary of Everbright International


Purchaser:
Shanghai Construction


Vendor's Guarantor:
Everbright International

Shanghai Construction is independent of and not connected with Maddington or Everbright International, the directors, chief executives and substantial shareholders of Maddington or Everbright International or any of their subsidiaries or their respective associates (as defined in the Listing Rules).

Consideration

Pursuant to the Agreement, Shanghai Construction has agreed to purchase from Maddington the Sale Shares, representing approximately 22.45 per cent. of the issued share capital of Hong Kong Construction, for a total cash consideration of HK$189,240,000 (or HK$1.66 per Sale Share). The purchase price per Sale Share had been arrived at after arm's length negotiation between the Vendor and the Purchaser.

The purchase price per Sale Share represents a premium of approximately 15.28 per cent. over the closing price of HK$1.44 per Share as quoted on the Stock Exchange on 13th June, 2001.

Other principal terms of the Agreement

The Consideration is payable in cash by Shanghai Construction to Maddington on Completion.

Conditions of the Agreement

Completion is conditional upon the following conditions being fulfilled and remaining fulfilled or waived by Maddington and Shanghai Construction as at Completion:-

(i)
the Executive confirming that neither Shanghai Construction nor Maddington or any parties acting in concert (within the meaning of the Takeovers Code) with any of them be required to make a general offer pursuant to Rule 26 of the Takeovers Code in respect of all issued Shares (other than the Sale Shares) as a result of Completion; and

(ii)
all PRC states, governmental or regulatory authorisations, permissions, filings and approvals (including PRC foreign exchange and remittance approval) necessary for or in connection with the transactions having been obtained or made by Shanghai Construction.

The parties will use all reasonable endeavours to procure satisfaction of the conditions by no later than 5 business days before the Completion Date.

In relation to condition (i) above, an application will be made by Shanghai Construction and Everbright International to the Executive for such confirmation.

Completion

It is expected that Completion will take place on or before 2:00 p.m. on 6th July, 2001 or on such later date as may be agreed in writing between Maddington and Shanghai Construction.

In the event that not all the Conditions have been fulfilled or waived as aforesaid 5 business days before the Completion Date (or by such later date(s) as the parties thereto may agree in writing), the Agreement shall lapse and be of no further effect save for any antecedent breaches.

After Completion, Shanghai Construction will hold 114,000,000 Shares representing approximately 22.45 per cent. of the issued share capital of Hong Kong Construction. It is expected that after Completion, Shanghai Construction will become the single largest shareholder of Hong Kong Construction.

Undertaking

Everbright International has undertaken to procure, on or before the date of Completion, the sale to persons who, to the best knowledge of Everbright International, are independent of and do not act in concert with Everbright International, Maddington or Shanghai Construction or their respective concert parties of 3,000,000 Shares (other than the Sale Shares) held by Maddington.

At present, Maddington and parties acting in concert with it hold 179,007,000 Shares (including the Sale Shares), representing approximately 35.24 per cent. of the existing issued share capital of Hong Kong Construction. Based on the existing issued capital and assuming no further disposal of Shares by Everbright International group upon Completion, Maddington and parties acting in concert with it will hold 62,007,000 Shares representing approximately 12.21 per cent. of the issued share capital of Hong Kong Construction.

Resignation of existing directors and appointment of new directors of Hong Kong Construction

The board of directors of Hong Kong Construction is currently made up of 12 directors, comprising 9 executive directors and 1 non-executive director and 2 independent non-executive directors.

Pursuant to the Agreement, certain existing directors of Hong Kong Construction (the number and the identities of whom are yet to be fixed) will resign as directors of Hong Kong Construction upon Completion and Shanghai Construction is expected to nominate a majority of the directors (the number and the identities of whom have not yet been determined) to the board of Hong Kong Construction upon Completion.

INFORMATION ON EVERBRIGHT INTERNATIONAL AND REASONS FOR THE DISPOSAL

Information on Everbright International

The principal activity of Everbright International is investment holding.

Everbright International's audited consolidated net tangible asset value as at 31st December, 2000 was HK$950,269,000 as disclosed in Everbright International's latest published audited financial statements.

Reasons for the disposal

The remaining 12.21 per cent. interest in Hong Kong Construction held by Everbright International after the disposal of Sale Shares and disposal of 3,000,000 Shares will be held as strategic investments. The reason for disposal is that Everbright International group wishes to focus on its existing businesses other than construction, it wishes to develop new related businesses in the fields of sustainable use of natural resources and infrastructures for urban environment protection as well as pursue other investment opportunities as and when they arise. The Directors further believe that Shanghai Construction being strong in large scale infrastructural construction projects in the PRC and Hong Kong Construction being strong in Hong Kong projects (both infrastructural and building construction) will provide synergy to each other.

The consolidated net loss attributable to shareholders of Hong Kong Construction for the two financial years ended 31st December, 1999 and 31st December, 2000 are HK$1,213,100,000 and HK$1,152,800,000 respectively.

A surplus over book value as at 31st December, 2000 arising from the disposal of Sale Shares amounts to HK$68,108,000.

The sale proceeds arising from the disposal of Shares under the Agreement is intended to be used for reduction of indebtedness of Everbright International group.

PLACING OF SHARES AND SUBSCRIPTION OF SHARES BY HONG KONG CONSTRUCTION

Everbright International has been informed by Hong Kong Construction that the following agreements were entered into by Hong Kong Construction on 13th June, 2001:-

(i)
a subscription agreement (the "Subscription Agreement") between Shanghai Construction and Hong Kong Construction whereby Shanghai Construction has conditionally agreed to subscribe for 35,000,000 new Shares at the price of HK$1.12 per Share (the "Subscription"); and

(ii)
a placing and underwriting agreement (the "Placing Agreement") between Hong Kong Construction and BNP Paribas Peregrine Securities Limited as placing agent in which BNP Paribas Peregrine Securities Limited has conditionally agreed to place 65,000,000 Shares at the price of HK$1.12 per Share to independent placees on a fully underwritten basis (the "Placing").

Details of the Subscription and the Placing are set out in the announcement of Hong Kong Construction dated on or about 15th June, 2001. As a result, upon completion of the Subscription Agreement and the Placing Agreement and on the basis of the existing shareholdings of Everbright International and its subsidiaries in Hong Kong Construction and assuming that before the completion of the Subscription Agreement and the Placing Agreement, no further Shares will be issued except for the Placing and Subscription, the 12.21 per cent. interest held by Everbright International and its subsidiaries in Hong Kong Construction as mentioned above will be diluted to approximately 10.20 per cent. of the enlarged issued share capital of Hong Kong Construction.

GENERAL

The disposal of the Shares by Everbright International constitutes a major transaction for Everbright International under the Listing Rules. The numerator being used is HK$482,626,000, being the share of net assets in Hong Kong Construction as disclosed in the latest published financial statements of Hong Kong Construction for the year ended 31st December, 2000 as represented by Sale Shares and the 3,000,000 Shares. The denominator being used is HK$950,269,000 (the audited consolidated net tangible assets of Everbright International as at 31st December, 2000), out of which only HK$190,206,000 being the current carrying value is attributed to Everbright International's 35.24 per cent. existing shareholding in Hong Kong Construction.

For information purpose only, the carrying book value of such 117,000,000 Shares as stated in the audited financial statements of Everbright International for the year ended 31st December, 2000 is HK$124,320,000. HK$124,320,000 represents approximately 13 per cent. of the consolidated net tangible asset value of Everbright International as at 31st December, 2000.

As the disposal of Shares constitute a major transaction for Everbright International, it is subject to shareholders' approval in accordance with the Listing Rules. Such approval has already been obtained by Guildford Limited and Everbright Investment and Management Limited (together holding approximately 69.01 per cent. of the entire issued share capital of Everbright International) having approved in writing the entering into of the Agreement and all the transactions contemplated thereunder by Everbright International.

A circular containing, inter alia, details of the Agreement will be sent to the shareholders of Everbright International in accordance with the requirements under the Listing Rules as soon as practicable.

At the request of Everbright International, the trading of the shares of Everbright International on the Stock Exchange was suspended with effect from 10:00 a.m. on 14th June, 2001 pending the issue of this announcement. Application has been made to the Stock Exchange for resumption of trading of the shares of Everbright International with effect from 10:00 a.m. on 18th June, 2001.

DEFINITIONS USED IN THIS ANNOUNCEMENT

"Agreement"
the conditional sale and purchase agreement dated 13th June, 2001 between (i) Maddington, (ii) Shanghai Construction and (iii) Everbright International

"Completion"
completion of the Agreement

"Consideration"
HK$189,240,000

"Everbright International"
China Everbright International Limited

"Executive"
Executive Director of the Corporate Finance Division of the SFC

"Hong Kong Construction"
Hong Kong Construction (Holdings) Limited, a company incorporated in Hong Kong under the Companies Ordinance whose shares are listed on the Stock Exchange

"Hong Kong Construction Group"
Hong Kong Construction and its subsidiaries

"Listing Rules"
the Rules Governing the Listing of Securities on the Stock Exchange

"Maddington"
Maddington Limited, a company incorporated in the British Virgin Islands, is a wholly-owned subsidiary of Everbright International

"PRC"
The People's Republic of China

"Sale Shares"
114,000,000 Shares

"SFC"
the Securities and Futures Commission

"Shanghai Construction"
Shanghai Construction (Group) General Corporation, a state-owned enterprise established under the laws of the PRC

"Shares"
shares of HK$1.00 each in the capital of Hong Kong Construction

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Takeovers Code"
Hong Kong Code on Takeovers and Mergers

"HK$"
Hong Kong dollars, the lawful currency of the Hong Kong Special Administrative Region of the PRC

By Order of the Board

China Everbright International Limited

Zhu Yanlan

Chief Executive Officer

Hong Kong, 15th June, 2001

The directors of Everbright International jointly and severally accept full responsibility for the accuracy of the information contained in this announcement and confirm, having made all reasonable inquiries, that to the best of their knowledge, opinions expressed in this announcement have been arrived at after due and careful consideration and there are no other facts not contained in this announcement, the omission of which would make any statement in this announcement misleading.

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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