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天 津 創 業 環 保 股 份 有 限 公 司

Tianjin Capital Environmental Protection Company Limited

(a joint stock limited company incorporated in the People's Republic of China with limited liability)

DISCLOSEABLE AND CONNECTED TRANSACTIONS

AND ONGOING CONNECTED TRANSACTIONS

Summary:

The Directors are pleased to announce that the Company has entered into the Xianyanglu Agreement, the Jizhuangzi Agreement and Beicang Agreement on 24th September, 2001, pursuant to which the Company has conditionally agreed to acquire from TSC the construction-in-progress of the Xianyanglu Plant, the Jizhuangzi Expansion Plant and the Beicang Plant, respectively.

The consideration of the Xianyanglu Transaction, Jizhuangzi Transaction and the Beicang Transaction are RMB26,388,098 (approximately HK$24,662,000), RMB54,943,098 (approximately HK$51,349,000) and RMB141,496 (approximately HK$132,000), respectively. The aggregate consideration of RMB81,472,692 (approximately HK$76,143,000) will be satisfied by cash from the Company's internal resources. The terms of the Xianyanglu Agreement, the Jizhuangzi Agreement and the Beicang Agreement have been arrived at after arm's length negotiation and are based on normal commercial terms.

The Directors believe that the Proposed Transfers represent a good opportunity for the Company to strengthen its urban construction and environmental protection related business in Tianjin and enhance its dominant position in the sewage water treatment business in Tianjin. The Directors consider that the Proposed Transfers are in the interests of the Company and are fair and reasonable so far as the Shareholders are concerned.

Pursuant to the Listing Rules, the Proposed Transfers constitute discloseable and connected transactions to the Company. Accordingly, the Proposed Transfers may only proceed with the approval of the Independent Shareholders.

Upon the completion of the Proposed Transfers, the transactions contemplated under the Contractor Contracts in respect of the construction of the Sewage Water Treatment Plants and the transactions contemplated under the Sewage Water Plants Fee Agreement, will constitute ongoing connected transactions to the Company under the Listing Rules.

In addition, the Company has entered into the Haihe Bridge Management Agreement with TMICL and the transactions contemplated thereunder will also constitute ongoing connected transactions to the Company under the Listing Rules.

The Directors believe that strict compliance with the disclosure and/or shareholders' approval requirements in respect of the Ongoing Connected Transactions would be impractical and unduly onerous on the part of the Company as they are of a regular and continuing nature. As such, the Company will apply to the Stock Exchange for a waiver from the disclosure and/or shareholders' approval requirements in connection with the Ongoing Connected Transactions under the Listing Rules. Further announcement will be made in respect of such waiver application including details of such waiver application and terms of the Ongoing Connected Transactions. The Ongoing Connected Transactions are subject to, among other things, the approval of the Independent Shareholders.

In view of the interests of TSC and TMICL and their associates in the Proposed Transfers and the Ongoing Connected Transactions, TMICL will abstain from voting at the EGM in this regard.

An Independent Board Committee will be formed to consider the terms of the Proposed Transfers and the Ongoing Connected Transactions and to advise the Independent Shareholders on whether or not the Proposed Transfers and the Ongoing Connected Transactions are in the interests of the Company and are fair and reasonable so far as the Independent Shareholders are concerned. An independent financial adviser will be appointed to advise the Independent Board Committee in respect of the terms of the Proposed Transfers and the Ongoing Connected Transactions.

A circular containing, among other matters, details of the Proposed Transfers and the Ongoing Connected Transactions, the letter from an independent financial adviser containing its advice to the Independent Board Committee and the recommendation of the Independent Board Committee regarding the Proposed Transfers and the Ongoing Connected Transactions, will be despatched to the Shareholders of the Company as soon as practicable in compliance with the requirements of the Listing Rules.

Trading in the securities of the Company on the Stock Exchange has been suspended with effect from 10:00 a.m. on 25th September, 2001 pending release of this announcement. Application has been made by the Company for the resumption of trading in the securities of the Company with effect from 10:00 a.m. on 26th September, 2001.

1.
THE PROPOSED TRANSFERS

A.
The Xianyanglu Agreement

Agreement date:
24th September, 2001

Parties:

Vendor:
TSC

Purchaser:
the Company

Assets and loan facilities to be transferred:

Pursuant to the Xianyanglu Agreement, the Company has conditionally agreed to acquire the construction-in-progress of the Xianyanglu Plant which mainly comprises pipelines of approximately 5.5 km.

Upon the Completion, the Company will become the beneficial owner of all the assets, properties, rights and interests in relation to the Xianyanglu Plant from 31st July, 2001, which is the date of the valuation of the assets of Xianyanglu Plant as detailed in the asset valuation report attached to the Xianyanglu Agreement, free from all liens, charges and encumbrances.

The asset valuation report described above sets out the values of all assets, properties, rights and interest of the Xianyanglu Plant as at 31st July, 2001 which will be transferred to the Company under the Xianyanglu Agreement. The Xianyanglu Agreement further provides that any additional construction costs incurred (net of liabilities) since 1st August, 2001 to 24th September, 2001 which would be audited by an independent auditor will be reimbursed by the Company to TSC at such audited costs. The construction costs incurred by TSC from 1st August, 2001 to 24th September, 2001 is estimated to be approximately RMB30,094,000 (approximately HK$28,125,000).

TSC has obtained loan facilities from two banks of an aggregate of approximately HK$1,163,000,000, which comprise loans of JPY7,142,000,000 (approximately HK$471,372,000) and RMB740,000,000 (approximately HK$691,589,000), to develop the Xianyanglu Plant and the Jizhuangzi Expansion Plant including certain part of the South-east Rural Drainage System. The two banks providing the loan facilities are independent of any of the directors, chief executive or substantial shareholders of the Company or any of their associates. The Japanese yen denominated loan facility has a term of 20 to 30 years with an interest rate at 0.75% to 1.3% per annum. The Renminbi denominated loan facility has a term of 10 years with an interest rate at 6.21% per annum. As at 31st July, 2001, the loan facilities have not yet been utilised. Pursuant to the Xianyanglu Agreement, the Company will assume the rights and obligations of such loan facilities upon the Completion.

Consideration:

The consideration payable by the Company for the Xianyanglu Transaction is RMB26,388,098 (approximately HK$24,662,000), which will be satisfied by cash from the Company's internal resources. Such consideration will be paid upon the Completion. The consideration has been arrived at after arm's length negotiation and on normal commercial terms and is determined with reference to the independent valuations of RMB26,388,098 (approximately HK$24,662,000) of the construction-in-progress of Xianyanglu Plant as at 31st July, 2001 prepared by the PRC Valuer. Such valuation is subject to the approval by the Ministry of Finance. The Directors consider that the terms of the Xianyanglu Agreement are fair and reasonable so far as the Shareholders are concerned.

B.
The Jizhuangzi Agreement

Agreement date:
24th September, 2001

Parties:

Vendor:
TSC

Purchaser:
the Company

Assets and loan facilities to be transferred:

Pursuant to the Jizhuangzi Agreement, the Company has conditionally agreed to acquire (i) the construction-in-progress of the Jizhuangzi Expansion Plant which mainly comprises work-in progress of ten sedimentation tanks and pipelines of approximately 4.0 km; and (ii) the construction-in-progress of certain part of the South-east Rural Drainage System, being the auxiliary system of the Jizhuangzi Expansion Plant, which mainly comprises work-in-progress of rain water pipelines of approximately 1.8 km.

Upon the Completion, the Company will become the beneficial owner of all the assets, properties, rights and interests in relation to the Jizhuangzi Expansion Plant and certain part of the South-east Rural Drainage System from 31st July, 2001, which is the date of the valuation of the assets of Jizhuangzi Expansion Plant and certain part of the South-east Rural Drainage System as detailed in the asset valuation report attached to the Jizhuangzi Agreement, free from all liens, charges and encumbrances.

The asset valuation report described above sets out the values of all assets, properties, rights and interest of the Jizhuangzi Expansion Plant and certain part of the South-east Rural Drainage System as at 31st July, 2001 which will be transferred to the Company under the Jizhuangzi Agreement. The Jizhuangzi Agreement further provides that any additional construction costs incurred (net of liabilities) since 1st August, 2001 to 24th September, 2001 which would be audited by an independent auditor will be reimbursed by the Company to TSC at such audited costs. The construction costs incurred by TSC from 1st August, 2001 to 24th September, 2001 is estimated to be approximately RMB22,045,000 (approximately HK$20,603,000).

TSC has obtained loan facilities from two banks of an aggregate of approximately HK$1,163,000,000 to develop the Xianyanglu Plant and the Jizhuangzi Expansion Plant (including certain part of the South-east Rural Drainage System). Details of such loans are set out in the paragraph headed "The Xianyanglu Agreement" above. Pursuant to the Jizhuangzi Agreement, the Company will assume the rights and obligations of such loan facilities upon the Completion.

Consideration:

The consideration payable by the Company for the Jizhuangzi Transaction is approximately RMB54,943,098 (approximately HK$51,349,000), which will be satisfied by cash from the Company's internal resources. Such consideration will be paid upon the Completion. The consideration has been arrived at after arm's length negotiation and on normal commercial terms and is determined with reference to the independent valuations of approximately RMB54,943,098 (approximately HK$51,349,000) of the construction-in-progress of Jizhuangzi Expansion Plant (including certain part of the South-east Rural Drainage System) as at 31st July, 2001 prepared by the PRC Valuer. Such valuation is subject to the approval by the Ministry of Finance. The Directors consider that the terms of the Jizhuangzi Agreement are fair and reasonable so far as the Shareholders are concerned.

C.
The Beicang Agreement

Agreement date:
24th September, 2001

Parties:

Vendor:
TSC

Purchaser:
the Company

Assets and loan facilities to be transferred:

Pursuant to the Beicang Agreement, the Company has conditionally agreed to acquire the construction-in-progress of the Beicang Plant, which mainly comprises capitalised expense incurred for feasibility drawings and related feasibility reports.

Upon the Completion, the Company will become the beneficial owner of all the assets, properties, rights and interests in relation to the Beicang Plant from 31st July, 2001, which is the date of the valuation of the assets of Beicang Plant as detailed in the asset valuation report attached to the Beicang Agreement, free from all liens, charges and encumbrances.

The asset valuation report described above sets out the values of all assets, properties, rights and interest of the Beicang Plant as at 31st July, 2001 which will be transferred to the Company under the Beicang Agreement. The Beicang Agreement further provides that any additional construction costs incurred (net of liabilities) since 1st August, 2001 to 24th September, 2001 which would be audited by an independent auditor will be reimbursed by the Company to TSC at such audited costs. No additional construction cost is expected to be incurred by TSC from 1st August, 2001 to 24th September, 2001.

TSC has obtained a loan facility from a bank of USD26,200,000 (approximately HK$203,050,000) to develop the Beicang Plant. The bank providing the loan facility is independent of any of the directors, chief executive or substantial shareholders of the Company or any of their associates. As at 31st July, 2001, the loan facility has not yet been utilised. The loan facility has a term of 25 years with an interest rate at LIBOR plus 0.6% per annum. Pursuant to the Beicang Agreement, the Company will assume the rights and obligations of such loan facility upon the Completion.

Consideration:

The consideration payable by the Company for the Beicang Transaction is RMB141,496 (approximately HK$132,000), which will be satisfied by cash from the Company's internal resources. Such consideration will be paid upon the Completion. The consideration has been arrived at after arm's length negotiation and on normal commercial terms and is determined with reference to the independent valuations of RMB141,496 (approximately HK$132,000) of the construction-in-progress of the Beicang Plant as at 31st July 2001 prepared by the PRC Valuer. Such valuation is subject to the approval by the Ministry of Finance. The Directors consider that the terms of the Beicang Agreement are fair and reasonable so far as the Shareholders are concerned.

2.
CONDITIONS PRECEDENT OF THE PROPOSED TRANSFERS

Completion of the Proposed Transfers is conditional upon, inter alia, the following:

(1)
the passing by the Independent Shareholders of an ordinary resolution (or, if required, by a special resolution) to approve the Proposed Transfers at the EGM;

(2)
the Proposed Transfers have been approved and confirmed by the management committee of TSC;

(3)
all necessary approvals, consents and registration have been granted by the relevant PRC government authorities and the Stock Exchange and any relevant authorities in connection with the transactions contemplated under the Xianyanglu Agreement, the Jizhuangzi Agreement and the Beicang Agreement;

(4)
the completion of the novation of all contracts/agreements signed by TSC in relation to the Xianyanglu Plant, the Jizhuangzi Expansion Plant and the Beicang Plant, to the Company (including the transfer of the loan facilities described above); and

(5)
the granting of a waiver by the Stock Exchange from strict compliance with the relevant disclosure and/or Shareholders' approval requirements under the Listing Rules in respect of the Ongoing Connected Transactions on conditions which are not unacceptable to the Company, and the passing by the Independent Shareholders of an ordinary resolution (or, if required, by a special resolution) to approve the Ongoing Connected Transactions at the EGM.

In the event that the above conditions of the Proposed Transfers are not fulfilled or waived by the Company on or before 31st December, 2001 (or such later date as the parties may agree), the Proposed Transfers will lapse and no party shall have any claim against the other party.

3.
INFORMATION ON THE SEWAGE WATER TREATMENT PLANTS

At present, the majority of the Tianjin City's sewage water is directly discharged to the Bohai Sea without any treatment. This has caused serious contamination to the Bohai Sea. Also, due to the large volume of untreated sewage water being used for irrigation, surface water and underground water have been highly contaminated. There are only two sewage water treatment plants currently established in Tianjin which are owned by the Company, namely the Dongjiao Plant and the Jizhuangzi Plant, which currently treat approximately 43.8% of Tianjin's sewage water. Accordingly, the existing sewage water processing facilities are not able to meet the demands for sewage water treatment services in Tianjin. It is the intention of the Tianjin Municipal Government to construct additional sewage water treatment plants, including the Xianyanglu Plant, the Jizhuangzi Expansion Plant and the Beicang Plant, to alleviate the water pollution problem in Tianjin.

Pursuant to the approvals of <Ji Tou Zi [1999] No. 654> and <Ji Tou Zi [2000] No. 395>, the State Planning Commission has approved the project proposal and feasibility study of the construction of the Haihe Sewage Treatment Project, which includes the construction of the Xianyanglu Plant and the Jizhuangzi Expansion Plant (including certain part of the South-east Rural Drainage System). Pursuant to the approval of <Jin Ji Cheng Jiao [2000] No. 356>, the project has subsequently been confirmed by the Tianjin Municipal Planning Commission, and the Urban Construction Bureau has been confirmed as the developer of the Haihe Sewage Treatment Project. As TSC is under the supervisory control of the Urban Construction Bureau, TSC was instructed by the Urban Construction Bureau to develop the Xianyanglu Plant and the Jizhuangzi Expansion Plant including certain part of the South-east Rural Drainage System.

Pursuant to the approvals of <Ji Tou Zi [2000] No. 628> and <Zi Tou Zi [2000] No. 2428>, the State Planning Commission has approved the project proposal and feasibility study of the construction of Beicang Plant in 2000. TSC was instructed by the Urban Construction Bureau to develop the Beicang Plant.

Information on the Xianyanglu Plant

Currently, the amount of daily sewage water flows through the Xianyanglu Drainage System of Tianjin City, is approximately 450,000 m3. The sewage water in this area is being disposed to the Dagu Drainage River without any treatment. The Xianyanglu Plant is under construction. It is situated at the southwestern part of Tianjin over an area of about 73.3 hectares. Upon completion of the construction, its sewage water processing capacity could serve a population of approximately 860,000. The Xianyanglu Plant is designed to have a daily sewage water treatment capacity of 450,000 m3 and is expected to be completed in 2004. The total construction cost is estimated to be approximately RMB1,190,121,000 (about HK$1,112,263,000). However, it should be reminded that the actual construction cost may vary from this estimation of construction costs and may or may not exceed this estimation.

Information on the Jizhuangzi Expansion Plant

Currently, the amount of daily sewage water flows through the Jizhuangzi Drainage System of Tianjin City, is approximately 540,000 m3., of which a maximum of 260,000 m3. is treated by the existing Jizhuangzi Plant. The excess untreated sewage water is being discharged to the Dagu Drainage River.

The Jizhuangzi Expansion Plant is under construction. It is situated at the southwestern part of Tianjin over an area of about 5.0 hectares. Upon completion of the construction, its sewage water processing capacity could serve a population of approximately 1,180,000. The Jizhuangzi Expansion Plant is designed to have a daily sewage water treatment capacity of 280,000 m3 and is expected to be completed in 2003. The total construction cost is estimated to be approximately RMB509,900,000 (about HK$476,542,000). However, it should be reminded that the actual construction cost may vary from this estimation of construction costs and may or may not exceed this estimation.

The South-east Drainage System is situated at the south-east rural area of Tianjin and is expected to be completed in 2003. The construction cost is estimated to be approximately RMB544,800,000 (about HK$509,159,000). However, it should be reminded that the actual construction cost may vary from this estimation of construction costs and may or may not exceed this estimation. Upon completion, the South-east Rural Drainage System will comprise rain water pipelines of 50.55 km, four rain water pumping stations and a sewage pumping station.

Information on the Beicang Plant

Currently, the amount of the daily sewage water flows through the Beicang Drainage System of Tianjin City is approximately 85,000 m3 and the sewage water is being discharged to the Yongding River without any treatment. The Beicang Plant is under construction. It is situated at the northern part of Tianjin over an area of about 22.0 hectares. Upon completion of the construction, its sewage water processing capacity could serve a population of about 200,000. The Beicang Plant is designed to have a daily sewage water treatment capacity of 100,000 m3 and is expected to be completed in 2005. The total construction cost is estimated to be about RMB416,200,000 (about HK$388,972,000). However, it should be reminded that the actual construction cost may vary from this estimation of construction costs and may or may not exceed this estimation.

The Directors intend to finance the future construction costs of the Xianyanglu Plant, the Jizhuangzi Expansion Plant (including certain part of the South-east Rural Drainage System) and the Beicang Plant from various financing alternatives including the Company's internal resources, the loan facilities to be transferred to the Company by TSC, the issue of A shares, the establishment of joint ventures with other strategic partners or other debt financing.

4.
ONGOING CONNECTED TRANSACTIONS

The Company has entered into the Sewage Water Plants Fee Agreement as described in paragraph (i) below with TSC in respect of the fee to be charged by the Company during the construction period of the Sewage Water Treatment Plants. In addition, under the terms of the Xianyanglu Agreement, the Jizhuangzi Agreement and the Beicang Agreement, the novation of all contracts/ agreements signed by TSC prior to the Completion in relation to the Sewage Water Treatment Plants will be transferred to the Company upon the Completion. Accordingly, all the Contractor Contracts in relation to the construction of the Sewage Water Treatment Plants, including the Contractor Contracts entered into with the parties that are related to the Urban Construction Bureau and are associates of TMICL as described in (ii) below, will be transferred to the Company. The Company will, upon the Completion, continue to enter into, on an ongoing basis, the transactions described in paragraphs (i) and (ii) of this section with TSC and TMICL or its associates. Since TSC and TMICL or their associates are all under the supervisory control of the Urban Construction Bureau, the following transactions to be entered into/assumed by the Company subsequent to the Completion, and the transactions contemplated under the Haihe Bridge Management Agreement as described (iii) below, will constitute ongoing connected transactions of the Company under the Listing Rules.

(i)
Sewage Water Plants Fee Agreement

Agreement date:
24th September, 2001

Parties:

Service provider:
the Company

Service acquirer:
TSC

Terms:

From 24th September, 2001 up to the completion of the respective sewage plants

Particulars of the Sewage Water Plants Fee Agreement:

Pursuant to the Sewage Water Plants Fee Agreement dated 24th September, 2001, TSC has agreed to pay, and the Company will charge, a fee during the construction period of the Sewage Water Treatment Plants in order to provide incentives and compensate for the Company in constructing the Sewage Water Treatment Plants. The Sewage Water Plants Fee Agreement has been arrived at after arm's length negotiation and is based on normal commercial terms.

For each of the Sewage Water Treatment Plants, the Company will be entitled to a lump sum fee which is calculated on the aggregate of the fees calculated at 23.7% of the simple average balances of the estimated construction cost of each of the Sewage Water Treatment Plants for each year/period until the estimated time of completion and operation of the respective Sewage Water Treatment Plants. The estimated lump sum fee for the construction of the Xianyanglu Plant, the Jizhuangzi Expansion Plant and the Beicang Plant is approximately RMB589,119,000 (approximately HK$550,579,000), approximately RMB317,374,000 (approximately HK$296,611,000) and approximately RMB264,031,000 (approximately HK$246,758,000).

The estimated timing of completion of the Xianyanglu Plant, the Jizhuangzi Expansion Plant (including certain part of the South-east Rural Drainage System) and the Beicang Plant is as follow:

(i)
Xianyanglu Plant:
from 24th September, 2001 to 31st December, 2004, the expected timing of completion of the construction of the Xianyanglu Plant;

(ii)
Jizhuangzi Expansion Plant:
from 24th September, 2001 to 31st December, 2003, the expected timing of completion of the construction of the Jizhuangzi Expansion Plant; and

(iii)
Beicang Plant:
from 24th September, 2001 to 31st December, 2005, the expected timing of completion of the construction of the Beicang Plant.

The aggregate average balances of the estimated construction costs to be incurred since 1st August, 2001 to the respective date of completion of the construction of the Xianyanglu Plant, the Jizhuangzi Expansion Plant (including certain part of the South-east Rural Drainage System) and the Beicang Plant are approximately RMB1,163,733,000 (approximately HK$1,087,601,000), approximately RMB999,800,000 (approximately HK$934,393,000) and approximately RMB416,100,000 (approximately HK$388,879,000) respectively. However, it should be reminded that the actual construction cost may or may not exceed this estimation of construction cost.

According to the terms of the Sewage Water Plants Fee Agreement, the lump sum fees for each of the Sewage Water Treatment Plants will be payable by TSC to the Company in advance on a monthly basis according to the percentage of the estimated amount of construction work completed during the relevant month as compared to the total estimated construction costs to be incurred since 24th September, 2001 to the completion of the construction. At the end of each quarter, the amount of construction work completed will be determined with reference to the certifications issued by a qualified independent surveyor/engineer. In the event that the amount of sewage water plants fee paid by TSC to the Company exceeds or, as the case may be, below the stage of completion certified by a qualified independent surveyor/engineer, such surplus or, as the case may be, shortfall shall be accounted for as a debt payable by the Company to TSC or, as the case may be, vice versa. The Directors consider that the Sewage Water Plants Fee Agreement is beneficial to the Company and is fair and reasonable so far as the Independent Shareholders are concerned.

Conditions precedent:

(1)
the completion of all conditions precedents as stipulated under the Beicang Agreement, Xianyanglu Agreement and the Jizhuangzi Agreement;

(2)
the passing by the Independent Shareholders of an ordinary resolution (or, if required, by a special resolution) to approve the transactions contemplated under the Sewage Water Plants Fee Agreement at the EGM;

(3)
the Sewage Water Plants Fee Agreement has been approved and confirmed by the management committee of TSC;

(4)
all necessary approvals, consents and registration have been granted by the relevant PRC government authorities and the Stock Exchange and any relevant authorities in connection with the transactions contemplated under the Sewage Water Plants Fee Agreement; and

(5)
the granting of a waiver by the Stock Exchange from strict compliance with the relevant disclosure and/or Shareholders' approval requirements under the Listing Rules in respect of the Ongoing Connected Transactions on conditions which are not unacceptable to the Company.

(ii)
Contractor Contracts

TSC has entered into a number of contractor contracts with the associates of the Urban Construction Bureau for the construction of the Sewage Water Treatment Plants. At present, TSC has entered into ten contracts with contractors that are related to the Urban Construction Bureau and are associates of TMICL, for the construction of the Sewage Water Treatment Plants. These ten contracts represent an aggregate construction amount of approximately RMB335,200,000 (approximately HK$313,271,000), of which RMB70,800,000 (approximately HK$66,168,000) has already been completed and settled up to 31st July, 2001. It is expected that the Company will further enter into contracts with contractors of approximately RMB403,200,000 (approximately HK$376,822,000) that are related to the Urban Construction Bureau and are associates of TMICL for the year ending 31st December, 2001.

Accordingly, the Company will commit approximately RMB749,073,000 (approximately HK$700,068,000) for the Sewage Water Treatment Plants for the year ending 31st December, 2001 after taking into account (i) the Consideration of approximately RMB81,473,000 (approximately HK$76,143,000); (ii) the outstanding amount of the ten Contractor Contracts of RMB264,400,000 (approximately HK$247,103,000) and (iii) the expected amount of further construction for the year ending 31st December, 2001 of approximately RMB403,200,000 (approximately HK$376,822,000). Save as to this fixed commitment of approximately RMB749,073,000 (approximately HK$700,068,000), the Company has at present no any other fixed commitment towards the construction of the Sewage Water Treatment Plants. Any continuing contribution to the construction of the Sewage Water Treatment Plants will be decided and made by the Company under its own discretion.

In addition, the Company will continue entering into contracts, from time to time, with contractors, that are related to the Urban Construction Bureau and are associates of TMICL, for the construction of the Sewage Water Treatment Plants. Upon Completion, the ten contracts described in this paragraph and contracts to be entered with contractors, that are related to the Urban Construction Bureau and are associates of TMICL, for the construction of the Sewage Water Treatment Plants will constitute ongoing connected transactions of the Company under the Listing Rules.

Pursuant to the Listing Rules, the Stock Exchange has the power to aggregate a series of transactions that have taken place by the Company since either the publication of the last accounts or the issue of the last circular reporting a notifiable transaction, whichever is later, and treat them as if they are one transaction if they are all completed within a short period of time or are otherwise related. Accordingly, pursuant to the Listing Rules, the Stock Exchange may exercise its power to aggregate the Proposed Transfers with the Contractor Contracts, within a period of time, and may require the Company to issue a circular to the Shareholders irrespective of the size of the aggregate of the Contractor Contracts.

The Directors confirm that in selecting and appointing the contractor, the tender system in accordance with the method of <<Tianjin Construction and Tender Management Method>> will be used. The tender system will take into account the contractors' tender specifications, the contractors' experience and the track record and the tender amount in relation to the tender project. The Directors confirm that the terms and conditions of these Contractor Contracts are negotiated on an arm's length basis and are entered into on normal commercial terms and the construction costs paid by the Company to those parties that are related to the Urban Construction Bureau and are associates of TMICL are comparable with those offered by other unconnected contractors for similar types of construction.

(iii)
Haihe Bridge Management Agreement

Agreement date:
24th September, 2001

Parties:

Service provider:
the Company

Service acquirer:
TMICL

Term:

From 24th September, 2001 to the completion of the construction of the Haihe Bridge which is expected to be on or before 31st December, 2002

Services provided:

The Company will provide project management services to TMICL for the construction of the Haihe Bridge in Tianjin.

Services fee:

The Company will be entitled to a management fee of RMB10,650,000 (approximately HK$9,953,000) which is determined in accordance with (i) the guideline of <<Tianjin City Urban Construction Pricing Guideline>> issued by the Urban Construction Bureau, and (ii) the market comparables of similar services provided. The fee will be receivable by the Company according to the percentage of completion of the Haihe Bridge during the construction period of the Haihe Bridge. The percentage of completion of the Haihe Bridge in a period/ year is determined by reference to the certification of a qualified independent surveyor/ engineer. In addition, the Haihe Bridge Management Agreement provides that in the event that the actual construction cost of Haihe Bridge is below certain budgeted figures, the Company will be provided of certain incentive fees.

On the contrary, the Haihe Bridge Management Agreement provides that in the event that the actual construction cost of Haihe Bridge is above certain budgeted figures, the Company will be subject to certain penalties. Further announcement will be made in regarding the incentive fee and penalties.

The Directors consider that the Haihe Bridge Management Agreement is beneficial to the Company and is fair and reasonable so far as the Independent Shareholders are concerned.

Conditions precedent:

(1)
the passing by the Independent Shareholders of an ordinary resolution (or, if required, by a special resolution) to approve the transactions contemplated under the Haihe Bridge Management Agreement at the EGM;

(2)
the passing by the board of directors of TMICL to approve the transactions contemplated under the Haihe Bridge Management Agreement;

(3)
all necessary approvals, consents and registration have been granted by the relevant PRC government authorities and the Stock Exchange and any relevant authorities in connection with the transactions contemplated under the Haihe Bridge Management Agreement; and

(4)
the granting of a waiver by the Stock Exchange from strict compliance with the relevant disclosure and/or Shareholders' approval requirements under the Listing Rules in respect of the Ongoing Connected Transactions on conditions which are not unacceptable to the Company.

The Directors consider that the Haihe Bridge Management Agreement has been entered into on normal commercial terms and the Haihe Bridge Management Agreement will strengthen the Company's earnings base. Accordingly, the Directors consider that the Haihe Bridge Management Agreement is in the interest of the Group and the Shareholders as a whole.

Information on the Haihe Bridge :

The Haihe Bridge is designed and will be constructed in accordance with the specification of Class I highways. The Haihe Bridge is located near the finishing point of the Southeastern Half Ring Road connecting the Heiniucheng Road and Jintang Road. It has a total length of 3.4 km and is designed to be a dual three-lanes bridge. The Haihe Bridge is expected to be completed on or before 31st December, 2002. The total construction cost is estimated to be approximately RMB609,200,000 (approximately HK$569,346,000), of which RMB113,200,000 (approximately HK$105,794,000) has been incurred by TMICL as at 24th September, 2001, being the date of the Haihe Bridge Management Agreement.

5.
REASONS FOR THE PROPOSED TRANSFERS & THE HAIHE BRIDGE MANAGEMENT AGREEMENT

The Company is principally engaged in the provision of urban construction and environmental protection related business in Tianjin. Pursuant to the Company's circular dated 6th December, 2000, the Company has entered into non-legally binding memoranda of understanding with the Urban Construction Bureau in relation to the transfer of the Jizhuangzi Expansion Plant. In view of the demand for sewage water treatment services in Tianjin and the ongoing modernisation and urbanisation of Tianjin, the Directors believe that there is a promising growth opportunity for the urban construction and environmental protection businesses in Tianjin.

The Directors believe that the Proposed Transfers will further strengthen the Company's dominant position in the sewage water treatment business as well as the environmental protection industry in Tianjin. Accordingly, the Proposed Transfers are beneficial to the Company and the Shareholders as a whole.

The completion of the Xianyanglu Plant, the Jizhuangzi Expansion Plant (including certain part of the South-east Rural Drainage System) and the Beicang Plant will substantially increase the Company's sewage water processing capacity from the existing 660,000 m3 to 1,490,000 m3 per day. In addition, taking into account the demand of the sewage water treatment services in Tianjin, the Sewage Water Processing Agreement, the Pricing Formula and the Sewage Water Plants Fee Agreement as described in the paragraph headed "Ongoing Connected Transactions - Sewage Water Plants Fee Agreement" above, the Proposed Transfers and the Ongoing Connected Transactions contemplated under the Sewage Water Plants Fee Agreement will improve the earning capability of the Company and enhance the Company's steady cashflows. The Directors consider that the Proposed Transfers and the Ongoing Connected Transactions are in the interests of the Company and are fair and reasonable so far as the Shareholders are concerned.

In addition, the Directors consider the Haihe Bridge Management Agreement represents an invaluable opportunity for the Company to consolidate its urban construction business by utlilising its expertise in the urban construction sector. The Directors consider that the Haihe Bridge Management Agreement will not only enhance the Company's earning performance but also strengthen the Company's earning base. Accordingly, the Directors consider that the Haihe Bridge Management Agreement is in the interests of the Company and is fair and reasonable so far as the Shareholders are concerned.

6.
APPROVAL BY INDEPENDENT SHAREHOLDERS

As at 24th September, 2001, being the latest practicable date before the publication of this announcement, the Controlling Shareholder beneficially owns an aggregate of approximately 63.08% of the issued share capital of the Company. Accordingly, the Proposed Transfers constitute connected transactions to the Company for the purposes of the Listing Rules. The Proposed Transfers are subject to, among other things, the approval of the Independent Shareholders.

Given the business nature of the Company and those related to the Urban Construction Bureau and are associates of TMICL, it is anticipated that those related to the Urban Construction Bureau and are associates of TMICL will from time to time act as the contractors of the Company. Pursuant to the Listing Rules, (i) all Contractor Contracts entered into between the Company and those related to the Urban Construction Bureau and are associates of TMICL; (ii) all transactions contemplated under the Sewage Water Plants Fee Agreement; and (iii) all transactions contemplated under the Haihe Bridge Management Agreement would normally require full disclosure and/or prior Independent Shareholders' approval whenever such transactions arise. However, as these transactions would be entered into in the ordinary course of business of the Company, the Directors do not consider that it would be practical to obtain approval from the Independent Shareholders whenever such transactions arise. Accordingly, the Directors intend to apply to the Stock Exchange for a waiver from strict compliance with the relevant requirements of the Listing Rules in respect of the future Ongoing Connected Transactions. Such waiver would also be put forward to Independent Shareholders for approval at the EGM. Further announcement will be made in respect of the waiver application and terms of the Ongoing Connected Transactions.

An Independent Board Committee will be formed to consider the terms of the Proposed Transfers and the Ongoing Connected Transactions and to advise the Independent Shareholders on whether or not the Proposed Transfers and the Ongoing Connected Transactions are in the interests of the Company and are fair and reasonable so far as the Independent Shareholders are concerned. An independent financial adviser will be appointed to advise the Independent Board Committee in respect of the terms of the Proposed Acquisitions and the Ongoing Connected Transactions.

7.
EGM

An EGM will be convened on 12th November, 2001 in accordance with the provisions of the articles of association of the Company and the relevant laws, regulations and rules of the PRC and Hong Kong, at which ordinary resolutions will be proposed to approve the Proposed Transfers and the Ongoing Connected Transactions and a special resolution will be proposed to approve the amendment to the articles of association of the Company.. In view of the interests of TSC and TMICL and their associates in the Proposed Transfers and the Ongoing Connected Transactions, TMICL will abstain from voting at the EGM in this regard.

8.
GENERAL

A circular containing, among other matters, details of the Proposed Transfers and the Ongoing Connected Transactions, the letter from an independent financial adviser containing its advice to the Independent Board Committee and the recommendation of the Independent Board Committee regarding the Proposed Transfers and the Ongoing Connected Transactions, will be despatched to the Shareholders of the Company as soon as practicable in compliance with the requirements of the Listing Rules.

Given that the Proposed Transfers and the Ongoing Connected Transactions are subject to the fulfillment of the conditions as set out in paragraphs 2 and 4 above, Shareholders and public investors should exercise extreme caution when dealing in the Shares.

9.
SUSPENSION AND RESUMPTION OF TRADING IN THE SECURITIES

Trading in the securities of the Company on the Stock Exchange has been suspended at the request of the Company with effect from 10:00 a.m. on 25th September, 2001 pending the release of this announcement. Application has been made by the Company for the resumption of trading in the securities of the Company with effect from 10:00 a.m. on 26th September, 2001.

10.
DEFINITIONS

As used in this announcement, the following words and phrases have the following meanings assigned:

"A shares"
Renminbi-denominated domestic shares of nominal value of RMB1.00 each in the ordinary share capital of the Company

"associates"
has the meaning ascribed thereto in the Listing Rules

"Beicang Agreement"
the conditional agreement dated 24th September, 2001 entered into between the Company and TSC regarding the Beicang Transaction

"Beicang Plant"
the Beicang sewage treatment plant (北倉污水處理廠)

"Beicang Transaction"
the acquisition of the construction-in-progress of the Beicang Plant pursuant to the Beicang Agreement

"Board"
the Board of Directors of the Company

"Company"
Tianjin Capital Environmental Protection Company Limited, a joint stock limited company established in the PRC whose A shares and H shares are listed on the Shanghai Stock Exchange and the Stock Exchange respectively

"Completion"
completion of the Proposed Transfers, which is expected to take place on or before 31st December, 2001

"Consideration"
the total consideration of approximately RMB81.5 million (about HK$76.1 million) payable by the Company to TSC for the Proposed Transfers

"Contractor Contracts"
the contracts entered or to be entered into in relation to the construction of the Sewage Water Treatment Plants

"Controlling Shareholder"
the controlling shareholder of the Company, TMICL, which owns 63.08% equity interests in the Company

"Directors"
the directors of the Company

"EGM"
the extraordinary general meeting of the Company to be held on 12th November, 2001, to consider and approve, if thought fit, the Proposed Transfers and the Ongoing Connected Transactions

"H Shares"
overseas listed foreign shares in the ordinary share capital of the Company, with a nominal value of RMB1.00 each, which are listed on the Stock Exchange

"Haihe Bridge Management 
the conditional agreement dated 24th September, 2001 entered into 

  Agreement"
between the Company and TMICL regarding the project management of the construction of Haihe Bridge

"Haihe Sewage Treatment 
the Xianyanglu Plant and the Jizhuangzi Expansion Plant (including 

  Project"
the South-east Rural Drainage System)

"Hong Kong"
the Hong Kong Special Administrative Region of the PRC

"Independent Board Committee"
an independent committee of the Board

"Independent Shareholders"
the Shareholders of the Company other than TMICL and its associates (as defined in the Listing Rules) and any connected persons having an interest in the Proposed Transfers and the Ongoing Connected Transactions

"Jizhuangzi Agreement"
the conditional agreement dated 24th September, 2001 entered into between the Company and TSC regarding the Jizhuangzi Transaction

"Jizhuangzi Expansion Plant"
the expansion project of the Jizhuangzi sewage treatment plant (紀莊子污水處理廠)

"Jizhuangzi Transaction"
the acquisition of the construction-in-progress of the Jizhuangzi Expansion Plant and certain part of the South-east Rural Drainage System pursuant to the Jizhuangzi Agreement

"LIBOR"
London Interbank Offer Rate

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

"PRC"
The People's Republic of China

"PRC Valuer"
China Enterprise Appraisal (中企華資產評估有限責任公司), an accredited firm of valuers licensed by the Ministry of Finance to carry out valuation of State-owned assets in the PRC and is independent of the Directors, chief executives, substantial shareholders of the Company or any of their respective associates

"Ongoing Connected 
the transactions contemplated under the Sewage Water Plants Fee 

  Transactions"
Agreement, the Contractor Contracts and the Haihe Bridge Management Agreement

"Proposed Transfers"
the Xianyanglu Transaction, the Jizhuangzi Transaction and the Beicang Transaction

"Pricing Formula"
the formula in determining the price payable by TSC to the Company for the processing of sewage water as set out in the Sewage Water Processing Agreement

"Sewage Water Plants 
the conditional agreement dated 24th September, 2001 entered into 

  Fee Agreement"
between the Company and TSC in relation to the fees charged by the Company during the construction period of the Sewage Water Treatment Plants

"Sewage Water Treatment Plants"
the Xianyanglu Plant, the Jizhuangzi Expansion Plant and the Beicang Plant

"Sewage Water Processing 
the agreement dated 10th October, 2000 entered into between TSC and

  Agreement"
TMICL in relation to the pricing of the treatment of sewage water, details of which are stated in the circular of the Company dated 6th December, 2000 and the 2000 annual report of the Company

"Shareholders"
shareholders of the Company, including holders of A Shares and H Shares

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"TMICL"
Tianjin Municipal Investment Company Limited (天津市政投資有限公司), a State-owned company with limited liability under the supervisory control of the Urban Construction Bureau

"TSC"
Tianjin Sewage Company (天津市排水公司), a State-owned enterprise established in the PRC and under the supervisory control of the Urban Construction Bureau

"Urban Construction Bureau"
the Urban Construction Bureau of the Tianjin Municipality (天津市市政工程局)

"Valuation Date"
31st July, 2001, being the valuation date of the valuation reports attached to the Xianyanglu Agreement, the Jizhuangzi Agreement and the Beicang Agreement

"Xianyanglu Agreement"
the conditional agreement dated 24th September, 2001 entered into between the Company and TSC regarding the Xianyanglu Transaction

"Xianyanglu Plant"
the Xianyanglu sewage treatment plant (鹹陽路污水處理廠)

"Xianyanglu Transaction"
the acquisition of the construction-in-progress of the Xianyanglu Plant pursuant to the Xianyanglu Agreement

"HK$"
Hong Kong dollars, the lawful currency of Hong Kong

"JPY"
Japanese yen, the lawful currency of Japan

"RMB"
Renminbi, the lawful currency of the PRC

"USD"
United States dollar, the lawful currency of the United States

"m3"
cubic metre(s)

"km"
kilometre(s)

"%"
per cent


By order of the board of


Tianjin Capital Environmental


Protection Company Limited


Ma Baiyu


Chairman

Tianjin, the PRC, 25th September, 2001

Unless otherwise specified, the translation of (i) RMB into Hong Kong dollars is based on the exchange rate of HK$1.00 to RMB1.07; (ii) USD into Hong Kong dollars is based on the exchange rate of USD1 to HK$7.75; and (iii) Japanese yen into Hong Kong dollars based on the exchange rate of JPY1,000 to HK$66. The above translation should not be construed as a representation that the relevant amounts have been, could have been, or could be, converted at that or any other rate at all.

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN that an extraordinary general meeting (the "EGM") of Tianjin Capital Environmental Protection Company Limited (the "Company") shall be held at the Conference Room, Level 2, Sheraton Tianjin Hotel, Zi Jin Shan Road, He Xi District, Tianjin, the PRC, at 9:00 a.m. on Monday, 12th November, 2001 to consider and, if thought fit, pass with or without amendments the following resolutions:-

I.
As Ordinary Resolutions:

"that:

1.
To approve, ratify and confirm the execution of the <<Beicang Agreement>> entered into between the Company and Tianjin Sewage Company on 24th September, 2001;

2.
To approve, ratify and confirm the execution of the <<Jizhuangzi Agreement>> entered into between the Company and Tianjin Sewage Company on 24th September, 2001;

3.
To approve, ratify and confirm the execution of the <<Xianyanglu Agreement>> entered into between the Company and Tianjin Sewage Company on 24th September, 2001;

4.
To approve, ratify and confirm the execution of the <<Sewage Water Plants Fee Agreement>> entered into between the Company and Tianjin Sewage Company on 24th September, 2001 and the annual caps for this ongoing connected transaction;

5.
To approve, ratify and confirm the <<Contractor Contracts>> and the annual caps for this ongoing connected transaction;

6.
To approve, ratify and confirm the execution of the <<Haihe Bridge Management Agreement>> entered into between the Company and Tianjin Municipal Investment Company Limited and the annual caps for this ongoing connected transaction;

7.
To approve, ratify and confirm the Company's Ongoing Connected Transactions (including the Contractor Contracts, the Haihe Bridge Management Agreement and the Sewage Water Plants Fee Agreement as defined in the announcement made by the Company dated 25th September, 2001. Details of the information required to be given to the shareholders of the Company in a circular has all been stated in the aforesaid announcement. The said announcement together with this Notice of EGM will be sent to the shareholders of the Company. A copy of which has been produced to the EGM marked "A" and signed by the chairman of the meeting for the purpose of identification) and their respective upper limits on the annual caps in any financial year under the waiver application; and

8.
the Directors be and are hereby authorized for and on behalf of the Company, among other matters, to sign, execute, perfect, deliver or to authorize signing, executing, perfecting and delivering all such agreements and contracts including but not limited to the Beicang Agreement, the Xianyanglu Agreement and the Jizhuangzi Agreement, and to do or authorize doing all such acts, matters and things as they may in their discretion consider necessary, expedient or desirable to give effect to and implement the Ongoing Connected Transactions pursuant to the Sewage Water Plants Fee Agreement, the Contractor Contracts and the Haibe Bridge Management Agreement, and to waive compliance from or make and agree such variations of a non-material nature to any of the terms of any of the Sewage Water Plants Fee Agreement, the Contractor Contracts and the Haihe Bridge Management Agreement as they may in their discretion consider to be desirable and in the interest of the Company."

II.
As Special Resolution:

To consider and approve the amendment of the Articles of Association of the Company. To amend Article 10 as follows:

Existing Article 10
:
The scope of operation of the Company shall be the description as approved by the companies registration authorities.

Scope of operation of the Company
:
The scope of operations of the Company includes the construction of auxiliary facilities, design, management, operation, technological consultation and auxiliary services of Dongjiao Sewage Water Treatment Plant and Jizhuangzi Sewage Water Treatment Plant in Tianjin, the PRC, the construction of auxiliary facilities, design, toll collection, repair and maintenance, management technological consultation and auxiliary services of the Southeastern Half Ring Road and toll stations in Tianjin, and the development and operation of environmental protection technology and products.

Proposed Article 10
:
The scope of operation of the Company shall be the description as approved by the companies registration authorities.

Scope of operation of the Company
:
The scope of operations of the Company includes the construction of auxiliary facilities, design, management, operation, technological consultation and auxiliary services of Dongiao Sewage Water Treatment Plant, Jizhuangzi Sewage Water Treatment Plant, Beicang Sewage Treatment Plant and the Xianyanglu Sewage Water Treatment Plant in Tianjin, the PRC, the construction of auxiliary facilities, design, toll collection, repair and maintenance, management technological consultation and auxiliary services of the Southeastern Half Ring Road and toll stations in Tiangjin, the development and operation of environmental protection technology and products and the management and operations services of Haihe Bridge of the Southeastern Half Ring Road in Tianjin.


By order of the Board


Fu Yana Ip Pui Sum


Company Secretaries

Tianjin, the PRC

25th September, 2001

Principal office address of the Company
:
No. 45 Guizbou Road,

                           

   
Heping District,












Tianjin, the PRC

Postal code
:

300051

Telephone
:

(8622)-23523036

Facsimile
:

(8622)-23523100

Notes:

1.
Holders of the Company's shares ("Shares") who, immediately after the close of trading in the afternoon on 10th October, 2001, are registered on the Register of Members of the Company as shareholders of the Company ("Shareholders") shall have the right to attend the EGM. The Company's Register of Members will be temporarily closed from 11th October, 2001 to 12th November, 2001, both dates incluslve.

2.
Each Shareholder having the rights to attend and vote at the EGM is entitled to appoint one of more proxies (whether a Shareholder or not) to attend and vote on his behalf. Should more than one proxy be appointed by one Shareholder, such proxy shall only exercise his voting rights on a poll.

3.
Shareholders can appoint a proxy by an instrument in writing (i.e. by using the Proxy Form enclosed). The Proxy Form shall be signed by the person appointing the proxy or an attorney authorised by such person in writing. If the Proxy Form is signed by an attorney, the power of attorney or other documents of authorisation shall be notarially certified. To be valid, the Proxy Form and the notarially ceritified power of attorney or other documents of authorisation must be delivered to the above legal address of the Company, or for the Company's H Shares, also at HK Registrars Limited at 2nd Floor, Vicwood Plaza, 199 Des Voeus Road Central, Hong Kong, in not less than 24 hours before the time scheduled for the holding of the EGM.

4.
Shareholders or proxies who intend to attend the EGM are asked to send the reply slip for attendance duly completed and signed to the Secretarial Office of the Company at the above legal address of the Company, or for holders of H Shares only, also to Hong Kong Registrars Limited at 2nd Floor, Vicwood Plaza, 199 Des Voeus Road Central, Hong Kong,  on or before Monday, 22nd October, 2001 in person, by post or by fax. Please use the reply slip or its duplicate in writing.

5.
Shareholders or their proxies shall present proofs of their identities upon attending the EGM. Should a proxy be appointed, the proxy shall also present the Proxy Form. 

6.
The EGM is expected to last for about half a day. The shareholders and proxies attending the EGM shall be responsible for their own travelling and accommodation expenses.
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