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PACIFIC PORTS COMPANY LIMITED

(Incorporated in Bermuda with limited liability)

CONNECTED TRANSACTION

-
New World (Suzhou) Port Investments Limited ("NW(S)PIL") and Wealth & Health Limited ("Wealth & Health"), two indirect wholly-owned subsidiaries of the Company, and Suzhou Tonggang Group Company ("Tonggang") jointly own Suzhou Huisu International Container Freight Wharfs Co., Ltd. ("Huisu") as to 55% and 45% respectively before the completion of the transaction.

-
The principal activities of Huisu are container handling, warehousing and road freight operations.

-
An agreement has been made whereby Tonggang will sell a 20% interest in Huisu to Grand Linkage Limited ("Grand Linkage"), the Company's indirect wholly-owned subsidiary.

-
The main reason for the acquisition of a 20% additional interest in Huisu is to strengthen the management control of Huisu so as to improve its operational efficiency and marketing effectiveness. Eventually, it is expected that this will enhance the profitability and contribution of Huisu to the Company in the long term.

Because Tonggang is a substantial shareholder of Huisu, an indirect subsidiary of the Company, the transaction constitutes a connected transaction for the Company under Rule 14.23(1)(a) of the Listing Rules and as the consideration is less than 3% of the net tangible asset of the Company falls within Rule 14.25(1) of the Listing Rules.

AGREEMENT MADE ON 8 FEBRUARY, 2001

Parties:

Purchaser:
Grand Linkage, an indirect wholly-owned subsidiary of the Company.
Vendor:
Tonggang, a Chinese party holding 45% interest of Huisu, an indirect subsidiary of the Company.

Asset Purchased:

Tonggang's 20% interest in Huisu. The business of Huisu are container handling, warehousing and road freight operations.

Consideration:

The consideration of RMB5,246,622 represents 20% of the unaudited net asset value of RMB26,233,110 of Huisu as at 30 June, 2000. The consideration was agreed after arm's length negotiations and are fair and reasonable. Huisu reported net losses attributable to the Company of RMB951,000 and RMB837,000 for the years 1998 and 1999 respectively according to the audited financial statements of Huisu by the auditors of the People's Republic of China.

Previously, NW(S)PIL has advanced a shareholder loan of RMB5,246,622 to Huisu. Huisu will repay the said shareholder loan to NW(S)PIL. NW(S)PIL will then lend the same amount of RMB5,246,622 to Grand Linkage without any interest bearing to assist Grand Linkage to finance the purchase consideration. Upon receiving the consideration, Tonggang will lend the same amount to Huisu as its shareholder loan for general working capital of Huisu according to the terms of the agreement. Payment arrangements are to be effected upon all approvals from the relevant authorities of the People's Republic of China are obtained.

Completion:

Completion of the transaction shall take place when all the relevant government authorities of the People's Republic of China have given their approvals on the transfer of the share interest. If the approval of any of the Chinese government authorities cannot be obtained, the transaction will lapse.

At present, NW(S)PIL and Wealth & Health, the two indirect wholly-owned subsidiaries of the Company, are holding 40% and 15% interests of Huisu respectively. Upon completion of the transaction, the Company's indirect interest in Huisu will increase to 75%, while Tonggang's interest will reduce to 25%.

Reason for Acquisition:

In order to strengthen the management of Huisu, to improve its operational efficiency and marketing effectiveness, the Company intends to second more experienced staff to Huisu. Under the terms of the agreement, the Company would be able to do that if it is successfully in acquiring an additional 20% interest in Huisu. Eventually, it is expected that this will enhance the profitability and contribution of Huisu to the Company in the long term.

General:

Because Tonggang is a substantial shareholder of Huisu, an indirect subsidiary of the Company, the transaction constitutes a connected transaction for the Company under Rule 14.23(1)(a) of the Listing Rules.

The consideration represents less than 3% of the Company's net tangible assets based on its audited accounts for the year ended 30 June, 2000 and falls within the de minimus rule under Rule 14.25(1) of the Listing Rules, therefore, no independent shareholder approval is required. The Company will include details of the transaction in its next published annual report and accounts.

The directors of the Company (including the independent non-executive directors) consider that the terms of the agreement are fair and reasonable and the transaction is in the interests of the Company and its shareholders.

By Order of the Board

Pacific Ports Company Limited

Wong Wing Lun, Alan

Company Secretary

Hong Kong, 8 February, 2001
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