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China Shipping Development Company Limited

中海發展股份有限公司

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

DISCLOSEABLE AND CONNECTED TRANSACTIONS

AND

PROPOSED APPLICATION FOR THE ISSUE OF A SHARES IN THE

PEOPLE'S REPUBLIC OF CHINA

The board of Directors hereby announces that the Company has on 3rd April, 2001 entered into a conditional agreement for the acquisition of vessels, an agreement for the supply of shipping materials and services and a mandate letter to issue A Shares in the PRC, respectively.

Acquisition Agreement

The Company has entered into the Acquisition Agreement with Guangzhou Maritime for the acquisition of the Tankers. The Acquisition will be effected through the exercise of options to acquire the Tankers granted to the Company by Guangzhou Maritime under the Management Agreement, details of which were announced by the Company on 9th February, 1998. Guangzhou Maritime is a wholly-owned subsidiary of China Shipping, the controlling shareholder of the Company.

The aggregate consideration of RMB1,035,020,000 (approximately HK$967,308,411) for the Acquisition, payable to China Shipping at the direction of Guangzhou Maritime, has been determined after arm's length negotiation with reference to the most recent valuation of the Tankers prepared by an independent professional valuer as at 28th February, 2001. The consideration due to China Shipping for the Tankers will be settled in part by a payment of RMB103,502,000 (approximately HK$96,730,841) within one week after 22nd May, 2001, the source of funds for which payment is from internal resources of the Company. The balance of RMB931,518,000 (approximately HK$870,577,570) will be payable to China Shipping in full in cash in the following manner:

(a)
if the issue of A Shares is completed, the Company shall pay to China Shipping the balance of RMB931,518,000 (approximately HK$870,577,570) prompty after the issue; or

(b)
if the issue of A Shares is not completed, the Company shall pay to China Shipping the balance of RMB931,518,000 (approximately HK$870,577,570) in full on or before 31st December, 2001.

The Acquisition constitutes a discloseable and connected transaction for the Company under the Listing Rules.

Revised Services Agreement

The Company has also conditionally entered into the Revised Services Agreement with China Shipping whereby the China Shipping Group agreed to continue to provide to the Tankers, as well as the other vessels owned by the Company, certain Agreed Supplies for their ongoing operations, including supply of raw materials and maintenance services for vessels and supply of bunker oil, lubricating oil and fresh water supplies, but excluding the management of vessels services set out under the Management Agreement. The fees for the Agreed Supplies payable to China Shipping have been determined after arm's length negotiation with reference to, depending on applicability and availability, either the State Price, market price or cost.

The transactions contemplated under the Revised Services Agreement constitute connected transactions for the Company under the Listing Rules.

Issue of A Shares
The Board announces that the Company intends to apply to the relevant PRC authorities for the issue of not more than 350 million A Shares and, subject to the exercise of the Over-allotment Option by the Underwriter, an additional 52.5 million A Shares to institutional and public investors in the PRC and the listing of such A Shares on the Shanghai Stock Exchange. The issue of the A Shares will be subject to approval by, inter alia, the Shareholders at the EGM and the relevant PRC authorities.

Connected Transactions

The Transactions which constitute connected transactions for the Company under the Listing Rules are subject to the approval of the Independent Shareholders at the EGM to be held on 22nd May, 2001. The terms of the Transactions have been arrived at after arm's length negotiation and are based on normal commercial terms. The Directors (including the Independent Directors) consider the terms of the Transactions to be fair and reasonable and to be in the interests of the Company.


1.
The Acquisition Agreement

Acquisition Agreement dated 3rd April, 2001

Parties:

Vendor
:
Guangzhou Maritime

Purchaser
:
The Company

Assets purchased:

The Company has exercised an option granted under the Management Agreement, effective until terminated by the Company, to conditionally acquire the Tankers from Guangzhou Maritime which are currently managed by the Company under the Management Agreement. The Tankers, having an aggregate tonnage of approximately 561,921.45 dwt, range from 4,990 dwt to 113,841.7 dwt each. The Tankers are presently used for the international and domestic transportation of crude oil and the transportation of refined oil.

Consideration:

The total consideration payable by the Company to China Shipping, at the direction of Guangzhou Maritime, for the Acquisition is RMB1,035,020,000 (approximately HK$967,308,411). Within one week after 22nd May, 2001, a deposit of 10 per cent. of the total consideration (i.e. RMB103,502,000 (approximately HK$96,730,841)) will be paid in cash by the Company to China Shipping, the source of funds for which payment is from internal resources of the Company. The balance, of RMB931,518,000 (approximately HK$870,577,570), will be payable to China Shipping in full in cash in the following manner:

(a)
if the issue of A Shares is completed, the Company shall pay to China Shipping the balance of RMB931,518,000 (approximately HK$996,724,260) prompty after the issue; or

(b)
if the issue of A Shares is not completed, the Company shall pay to China Shipping the balance of RMB931,518,000 (approximately HK$996,724,260) in full on or before 31st December, 2001.

The consideration payable to China Shipping has been determined after arm's length negotiation with reference to the valuation of the oil tankers prepared by Chesterton Petty, an independent professional valuer, as at 28th February, 2001.

Under the Listing Rules, the Acquisition constitutes a discloseable and connected transaction for the Company.

Conditions:

Completion of the Acquisition under the Acquisition Agreement is conditional upon the following occurring on or before 30th May, 2001:

(i)
completion of a due diligence review in respect of the Tankers which is in all respects satisfactory to the Company;

(ii)
the receipt of a legal opinion to the satisfaction of the Company confirming that all approvals of the relevant PRC authorities to effect the transfer of the Tankers have been obtained;

(iii)
the obtaining of the approval for the Acquisition Agreement and the Revised Services Agreement from the Independent Shareholders at the EGM; and

(iv)
signing of the Revised Services Agreement.

If the conditions set out above are not fulfilled by 30th May, 2001, the Acqusition Agreement (other than the clause relating to costs and disbursements) shall be null and void and of no effect.

2.
Revised Services Agreement

Revised Service Agreement dated 3rd April, 2001

Parties:

Party A
:
China Shipping

Party B
:
The Company

Shipping materials and services provided:

The Company has conditionally entered into the Revised Services Agreement with China Shipping whereby the China Shipping Group has agreed to continue to provide to the Tankers, as well as other vessels owned by the Company, certain Agreed Supplies for their ongoing operations.

The Agreed Supplies, to be provided for all the vessels owned by the Company, include: 

1.
supply of lubricating oil, fresh water, raw materials, bunker oil, mechanical and electrical engineering, ship stores and repairs and maintenance services for vessels and life boats;

2.
whitewashing and oily water treatment for vessels;

3.
installation, repairs and maintenance of telecommunication and navigational services;

4.
drydocking and repairs;

5.
hiring of crew;

6.
payments for construction of staff quarters;

7.
accommodation, lodging, employee transportation and shipping navigational services;

8.
medical services;

9.
miscellaneous management services (provision of education and training, rental of office premises, maritimc services, safety services, fire-prevention services, file and data management services and motor vehicle transportation); and

10.
agency services (charterparty and goods delivery).

Fees for the supply of shipping materials and services:

The fee for the Agreed Supplies will be determined by reference to the State Price. If a State Price is not available for any of the Agreed Supplies referred to above, reference will be made to its market price. Where there is no market price, a price based on the actual book cost incurred by the China Shipping Group for providing the Agreed Supplies will be referred to. The aggregate fee for the Agreed Supplies will depend on the quantity of the Agreed Supplies provided to the Company.

Condition:

The Revised Services Agreement is conditional upon completion of the Acquisition Agreement and approval of the Independent Shareholders at the EGM.

Effective date:

The Revised Services Agreement will take effect from the Completion Date, upon which the previous Services Agreement between the Company and Shanghai Shipping (Group) Company, to provide shipping materials and services to all vessels owned by the Group, excluding the Tankers acquired in this Acquisition, will be terminated.

3.
STRUCTURE OF THE A SHARE ISSUE

The Company intends to apply to the relevant PRC authorities for the issue of not more than 350 million A Shares to institutional and public investors in the PRC and the listing of such A Shares on the Shanghai Stock Exchange. The Company will apply further to the relevant PRC authorities for the issue of not more than 52.5 million A Shares (representing approximately 15 per cent. of the 350 million A Shares initially issued) in the event that the Underwriter exercises the Over-allotment Option.

All institutional and public investors that have shareholders accounts with the Shanghai Stock Exchange (except those restricted by the PRC laws and regulations) will be eligible to subscribe for such shares.

"Book-building" process will be conducted to determine an appropriate issue price for the A Shares issue. The issue price of A Shares will be fixed by agreement between the Underwriter and the Company with reference to market demand for the A Share issue.

The net proceeds from the A Share issue is intended to be used to finance:-

(i)
approximately RMB931.5 million (approximately HK$870.56 million) as part of the consideration of the Acquisition;

(ii)
approximately RMB220 million (approximately HK$205.6 million) as part of the consideration for the proposed acquisition of four new oil-tankers which are currently under construction;

(iii)
approximately RMB300 million (approximately HK$280.4 million) for the proposed investment in China Shipping Container Lines Co. Ltd. ("CS Container Lines"); and

(iv)
the remaining proceeds (if any) will be used as general working capital of the Company.

The Company estimates that the net proceeds from the A Share Offer will be approximately RMB1.45 billion (approximately HK$1.356 billion).

In the event that the net proceeds from the A Share Offer are not sufficient to finance (i), (ii) and (iii) above, the Company will finance them by applying for loans from financial institutions if necessary. In the event the Company does not proceed with the A Share Offer, the Company will finance (i), (ii) and (iii) above by applying for loans from financial institutions.

Effects of the A Share issue on the Company's capital structure

Set out below is a summary of the change of the shareholding percentage of the Company prior to and immediately upon the completion of the A Share issue and after Over-allotment Option has been exercised by the Company:
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The Over-allotment Option

In connection with the A Shares proposed to be offered, the Company proposes to grant the Over-allotment Option to the Underwriter. Pursuant to the Over-allotment Option, the Underwriter is expected to have the right to require the Company to allot and issue up to 52.5 million additional A Shares, at the original issue price to cover over-subscriptions in the initial A Shares issued which will help to stabilise or maintain the market price of the A Shares.

Such A Shares market price stabilisation transactions, if commenced, may be discontinued at any time. Should stabilising transactions be effected in connection with the distribution of the A Shares, they will be done at the direction, and at the absolute discretion of the Underwriter. The Underwriter will not over-allot to an extent which would either result in any breach of applicable laws or exceed the number of A Shares granted under the Over-allotment Option. The number of A Shares proposed to be allotted pursuant to the Over-allotment Option will not exceed 52.5 million A Shares, representing up to 15 per cent. of the A Shares proposed to be issued initially.

Extraordinary General Meeting and Class Meetings

Separate class meetings of H Shares holders and domestic shares holders will be held to consider and, if thought fit, to approve inter alia, the A Share Offer. If such meetings approve the A Share Offer, the EGM will consider and, if thought fit, to approve, inter alia, the A Share Offer. It should be noted that the A Share Offer, upon the approval from the shareholders of the Company at the Class Meetings and the EGM, is still subject to the approval of the China Securities Regulatory Commission and approval of the Shanghai Stock Exchange to the listing and trading in the A Shares on the Shanghai Stock Exchange and the conclusion of an Underwriting Agreement with the Company.

4.
PRC approvals for the Transactions

The Acquisition and the issue of A Shares should obtain the necessary approvals from the relevant PRC authorities.

5.
Connected transactions

China Shipping is presently beneficially interested in 1,680,000,000 State-owned domestic shares, representing approximately 56.45 per cent. of the existing issued share capital of the Company, and is the holding company of Guangzhou Maritime. Accordingly, the Acquisition Agreement and the Revised Services Agreement will constitute connected transactions for the Company for the purpose of the Listing Rules and are subject to the approval of the Independent Shareholders at the EGM. China Shipping, the controlling shareholder of the Company, and its associates, will abstain from voting at the EGM.

The terms of and considerations payable under the Acquisition Agreement and the Revised Services Agreement have been arrived at after arm's length negotiation and are based on normal commercial terms. The Directors (including the Independent Directors) consider the terms of the Transactions to be fair and reasonable so far as the Independent Shareholders are concerned and to be in the interests of the Company.

An Independent Board Committee comprising Mr. Zhang Qi and Mr. Shen Kangchen has been appointed to advise the Independent Shareholders in respect of the Acquisition Agreement and the Revised Services Agreement. The Independent Financial Adviser will be appointed to advise the Independent Board Committee regarding the Acquisition Agreement and the Revised Services Agreement. A copy of the Independent Financial Adviser's letter addressed to the Independent Board Committee will be included in the circular to shareholders of the Company which will be despatched as soon as practicable following the date of this announcement.

Details of the on-going connected transactions under the Revised Services Agreement will be disclosed in the circular. Under Chapter 14 of the Listing Rules, the ongoing connected transactions under the Revised Services Agreement will constitute connected transactions of the Company which would normally require disclosure by way of press announcement and/or prior approval of the Independent Shareholders in an extraordinary general meeting each time as such transaction occurs.

The Directors estimate that the aggregate fees of the Agreed Supplies for the financial year immediately following completion of the Acquisition Agreement will be approximately RMB995,570,000 (approximately HK$930,439,252). The Directors believe that strict compliance with the disclosure/shareholders' approval requirement in respect of such ongoing connected transactions would be impractical and unduly onerous on the part of the Company as they are of a regular and continuing nature. Accordingly, the Company will make an application to the Stock Exchange for a waiver from the announcement/shareholders' approval requirement as required under the Listing Rules. A separate announcement in respect of the proposed terms of the waiver will be made by the Company as soon as practicable.

6.
REASONS FOR THE TRANSACTIONS AND THE ISSUE OF A SHARES

Acquisition of Oil Tankers

Oil transportation is the core business of the Group. As disclosed by the Group's survey on the oil transportation market, demand for crude oil will continue to increase as the domestic economy is growing continuously and demand for energy supply further expands. As importation of oil into China has been increasing for consecutive years and domestic offshore oil production is growing greatly, demand for oil transportation services will be increasing with strong upbeat. China will witness a bright growth prospect for crude oil and oil product transportation services. Depending on the future market demand, the Group is carrying out structural adjustment and expansion to its oil tanker fleet by various efforts including acquisition, constructing and chartering of vessels and joint operations and other cooperation with major cargo owners. In 1998, the Company acquired from Guangzhou Maritime 19 oil tankers and the transaction has brought satisfactory benefits to the Group. Further acquisition of the remaining 20 oil tankers by exercising the options under the Management Agreement will be undoubtedly the most convenient alternative to implement the aforementioned strategy. As estimated by the Directors, such acquisition, upon completion, will generate for the Group satisfactory business revenues similar to the previous transaction.

Revised Services Agreement

The Revised Services Agreement is essential to the operation of the shipping businesses of the Group as it will provide the necessary supporting services and shipping supplies to all the vessels owned by the Company, including the tankers received upon consummation of the Acquisition. In general, material terms and conditions of the Revised Services Agreement, including pricing, items of services and services standards, are consistent with those of the original Services Agreement.

Issue of A Shares

As the biggest shipping business operator in the coastal areas of China, the Group provides services for shipping of oil, coal and other important supplies, which is of great importance to the development of the national economy of China. With the pending accession of China into the WTO, import and export trading of China are expected to increase by a significant margin. As the Group is engaged in both domestic and international shipping business, this will give the Group a great opportunity for further development. In consideration of the conditions and development trend of the domestic and international shipping markets, the Group will need great amount of capital to expand its transportation capability and optimize the structure of its fleet before it may increase its market share and generate greater economic benefits.

As an emerging market, the domestic capital market of China has witnessed rapid development in the past few years. Conditions necessary for flotation of companies of significant scale are available. The Group intends to raise capital required for its business development by issuing A Shares.

Proceeds from the proposed A Share issue will be used primarily towards acquisition of 20 oil tankers from Guangzhou Maritime, purchase of 4 new oil tankers and payment of capital contribution to CS Container Lines.

Investment in CS Container Lines

Of the RMB1,801.05 million as the registered capital of CS Container Lines, an amount of RMB721.58 million is owned by China Shipping, representing 40.06%, an amount of RMB450.26 million is owned by the Group, representing 25%, an amount of RMB351.14 million is owned by Shanghai Maritime, representing 19.50% and an amount of RMB278.07 million is owned by Guangzhou Maritime, representing 15.44%. As provided for in the joint venture agreement, the Group has the right to nominate majority of the directors of CS Container Lines, who, as the agent of the Group, will subsequently control the management of such company.

To develop container shipping business is the most decisive act taken by the Group in response to the pending accession of China into the WTO. This business has achieved the rapidest development in recent years. As a subsidiary of the Group that is subject to the latter's management, CS Container Lines had only 15 container vessels with an aggregate capacity of 5,000 containers at the end of 1997. By the end of 1998 and 1999, such capacity increased to respectively 47 container vessels with an aggregate capacity of 20,000 containers and 93 container vessels with an aggregate capacity of 98,000 containers. Currently, fleets operated and managed by the Company have 103 vessels with a total capacity of 120,000 containers. The Company has established its container shipping networks which covers both domestic and international routes, including both primary and secondary lines. With its scale and strength consolidated, the financial performance of the Company is improving conspicuously. The Company has become one of the new leaders in the international container shipping industry. In 1999, CS Container Lines ranked the 19th of top 20 line companies of the world while its ranking bounced to the 15th in 2000.

In light of the development prospect and capital demand of CS Container Lines, the company intends to increase its equity capital by an amount of RMB1.2 billion, i.e. an increase of the total equity capital from RMB1,801.05 million to RMB3,001.05 million. Existing investors of the company will have to proportionately increase their respective capital contributions to the company. The Company is expected to pay an amount of RMB300 million as additional capital contribution to CS Container Lines to maintain its 25% equity control of the company.

Based on the financial benefits projection prepared by CS Container Lines in relation to the proposed capital expansion, there will be a substantial increase in the business results in 2001, which may be translated into a high investment return of the Company in relation to its proportionate capital contribution to the company.

7.
THE PRC OIL SHIPPING MARKET

In 2000, the world has witnessed a great increase in demand for oil shipping services. With growth of both oil trading volume and increase of international oil prices, the relationship between supply and demand on the oil tanker shipping market has become more rationalized with shipping rates increased by a high margin. The government approved that shipping rates applicable to shipment of oils involved in domestic trading will be raised as from 1st July last year.

China has totally consumed approximately 2,200 million tons of petroleum in 2000. With greater oil consumption and increased quantity of crude oil to be processed in China, more crude oil will be delivered through marine transportation. In 2000, the total shipping volume amounts to approximately 120 million tons. Since imports of crude oil into China and the amount of ocean oil will increase year by year, quantity of petroleum to be delivered through marine transportation will increase by a high margin.

The Directors believe that development prospect for oil shipping market in China will look brighter.

8.
RAPID DEVELOPMENT OF CONTAINER TRANSPORT IN THE PRC

With further economic growth of China and full-scale opening of the home market to the world economy upon accession of China into the WTO, domestic and international trade of China will undergo significant development.

Currently, 80% of the merchandise involved in the world trade are transported in containers while such percentage rate for China's foreign trade is 70%. However, only 3.4% of the merchandise involved in the domestic trade of China is shipped in containers. Great quantity of goods that should have been shipped in containers was shipped in bulk. Hence, there exists a great potential for development of container shipping in respect of the domestic trade in China.

The Directors believe that container transportation industry in China will maintain a sustained growth due to its advantages of speediness, high efficiency, expediency and less goods damage.

9.
BACKGROUND INFORMATION OF THE GROUP

As a major shipping company with cross-border operations, the Group is engaged primarily in international and domestic marine cargo transportation. In addition to 144 vessels of its own, which have a total tonnage of 3.634 million dwt, the Group is controlling the operations and management of almost all oil tankers, dry bulk carriers and container ships under the umbrella of China Shipping, through management agreements and joint venture arrangements. Hence, the Group has become one of the biggest shipping companies in the Far East region which owns oil tankers, dry bulk carriers and container ships, and operate and manage 300 vessels with a total tonnage of 8 million dwt. In addition, the Group owns the biggest market shares in the markets respectively for crude oil transportation, dry and bulk cargo transportation, and container transportation in the coastal areas of China.

In recent years, the Group has effected major assets restructuring and adjustment to the fleet structure, which have greatly improved the business performance of the Group. We have not only overcome the adverse impact caused by the financial crisis in Asia but also survived the challenges of high increase in fuel oil prices, with the profitability of the Group growing at a high ratio. In 1999, profit payable to shareholders amounted to RMB127 million, which represents an eleven times increase against the previous year. In 2000, such profit attributable to shareholders was RMB281.967 million (HK$263.520 million) or a 120% increase against the previous year. All these tend to prove that the Group is embarking on the right track for rapid development.

10.
FUTURE PROSPECTS

With its operation switching from reliance on state planning to market-oriented mechanism, the Group has obtained more market operation experience, and extricated from difficult situations. Further improvement of the domestic and international business environment will undoubtedly bring good opportunities for rapid development of the Group.

Now, the Company is engaged in marine transport as its main line of operation while it is also making endeavors to develop other business in relation to maritime transport as its secondary line of operation. In terms of its main line of operation, all indices in relation to economic benefits of the Group will improve greatly with fleets of the Group developing in the direction of scale of economy and rational division of operations.

Shipping market is also developing in a manner favorable to the Group. In terms of oil transportation, shipment of offshore oil is increasing at a steady pace, import of crude oil will continue to grow at a great ratio and delivery of oil products by marine transportation is becoming more popular, notwithstanding more oils produced in northern China which is first transited to depots via pipelines before further transhipped to users traditionally by sea will now be delivered to users through road transportation. In respect of dry bulk cargo transportation, more coals will be delivered through marine transportation with further increase of energy consumption. In particular, high oil prices prevailing persistently on the world market and the economic recovery in the countries of the region will have a positive impact on increased coal export. Furthermore, market for bulk cargo transport such as iron ore and grains is generally expected to turn better. Container cargoes sourced from import and export trade will be growing more optimistically while domestic trade will generate container cargoes at a high ratio. Container transportation operation is expected to bring more economic benefits to the Group. Since the Group is making further endeavors to sponsor joint ventures and carry out other cooperation with major cargo owners and companies, the Group will secure sources of cargoes and shipping businesses.

If the proposed A Share issue, as well as transactions of oil tanker acquisition and additional capital contribution to CS Container Lines, can consummate in due course, business performance of the Group will be raised to a higher level.

11.
Extraordinary general meeting and Class Meetings

The EGM and Class Meetings will be held at 2:00 p.m. and 3:00 p.m. respectively on 22nd May, 2001 at which resolutions will be proposed at the EGM to approve, inter alia, the Transactions and the proposed A Shares issue and a special resolution will be proposed at the Class Meetings to approve the issue of A Shares. China Shipping, the controlling shareholder of the Company, and its associates will abstain from voting in respect of such resolutions at the EGM.

12.
General

A circular containing, among other things, information on the Transactions, the letter from the Independent Financial Adviser containing its advice to the Independent Board Committee in relation to the Transactions, the recommendation of the Independent Board Committee in relation to the Transactions and a notice convening the EGM referred to above will be despatched to the Shareholders as soon as practicable.

Terms used in this announcement:

"A Share(s)"
Renminbi-denominated domestic shares of RMB1.00 each, proposed to be issued by the Company pursuant to an offer for subscription by institutional and public investors in the PRC and traded on the Shanghai Stock Exchange in the PRC.

"A Share Offer"
the 350 million A Shares being initially offered and the additional 52.5 million A Shares to be issued in the event that the Underwriter exercises the Over-allotment Option

"Acquisition Agreement"
the sale of vessels agreement dated 3rd April, 2001 between the Company and Guangzhou Maritime

"Acquisition"
the acquisition of the Tankers pursuant to the Acquisition Agreement

"Agreed Supplies"
the necessary supporting shipping materials and services to be provided to the Company pursuant to the Revised Services Agreement

"Chesterton Petty"
Chesterton Petty Ltd.

"China Shipping Group"
China Shipping (Group) Company and its subsidiaries

"China Shipping"
China Shipping (Group) Company, the controlling shareholder of the Company

"CICC"
China International Capital Corporation Limited

"Class Meeting(s)"
the meeting of domestic shares holders and/or the meeting of the H Shares holders to be held at 2:00 p.m. on 22nd May, 2001

"Company"
China Shipping Development Company Limited

"Completion Date"
the completion date of the Acquisition Agreement

"Directors"
the directors of the Company

"dwt"
dead weight tonnes

"EGM"
the extraordinary general meeting to be held at 3:00 p.m. on 22nd May, 2001

"Group"
the Company and its subsidiaries

"Guangzhou Maritime"
Guangzhou Maritime Transport (Group) Company Limited

"H Share(s)"
foreign shares issued by the Company which are subscribed for and traded in Hong Kong dollars and listed on the Stock Exchange, of RMB1.00 each in the share capital of the Company

"Independent Board Committee"
An independent committee of the board of Directors

"Independent Directors"
independent directors of the Company

"Independent Financial Adviser"
the independent financial adviser to be appointed to advise the Independent Board Committee in relation to the transactions

"Independent Shareholders"
the shareholder(s) of the Company other than China Shipping and its associates

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

"Management Agreement"
the management of vessels agreement dated 9th February, 1998 between the Company and Guangzhou Maritime

"Oil Shipping Operations"
the oil shipping operations under the Guangzhou Maritime

"Over-allotment Option"
the option proposed to be granted by the Company to the Underwriter pursuant to the Underwriting Agreement to require the Company to allot and issue not more than 52,500,000 A Shares in addition to the proposed issue of up to 350,000,000 A Shares at the original price, representing up to 15 per cent. of the A Shares proposed to be issued initially 

"PRC" or "State"
People's Republic of China

"Revised Services Agreement"
the supply of shipping materials and services agreement dated 3rd April, 2001 between the Company and China Shipping

"RMB"
Renminbi, the lawful currency of the PRC

"Shareholders"
the shareholders of the Company

"Services Agreement"
the services agreement dated 19th March, 1998 between the Company and Shanghai Shipping (Group) Company

"State Price"
the price stipulated from time to time by the relevant pricing authorities of the PRC national government or municipal government of Shanghai Municipality or any PRC governmental body

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Tankers"
20 oil tankers to be acquired pursuant to the Acquisition Agreement

"Transactions"
The Acquisition and the transactions contemplated under the Revised Services Agreement

"Underwriter"
the underwriter for the issue of the A Shares to be appointed by the Board

"Underwriting Agreement"
the underwriting agreement proposed to be entered into between the Underwriter and the Company relating to the A Share Offer and the granting of the Over-allotment Option by the Company

"WTO"
World Trade Organisation

By order of the Board

China Shipping Development Company Limited

Ye Yumang

Secretary to the Roard

Shanghai, the PRC, 3rd April, 2001

Unless otherwise specified, conversion of Renminbi into Hong Kong dollars is based on the exchange rate of HK$1.00 = RMB1.07.

Resolutions of the Board of Directors

A meeting of the board of directors (the "Board") of China Shipping Development Company Limited (the "Company") was lawfully held at 9:00 a.m. on 3rd April, 2001 at Room 1016, 700 Ding Da Ming Road, Shanghai, the People's Republic of China (the "PRC") to adopt the following resolutions:

1.
To approve, and propose the EGM to consider and approve, inter alia,

(a)
the conditional Acquisition Agreement dated 3rd April, 2001 to be entered into between the Company and Guangzhou Maritime;

(b)
the conditional Revised Services Agreement dated 3rd April, 2001, and the memorandum in relation to the cancellation of the management fees previously agreed to be paid by Guangzhou Maritime to the Company for the management of the vessels which are the subject of the Acquisition Agreement, under the Management Agreement dated 9 February 1998 and entered into between the same parties, to be entered into by the Company respectively with China Shipping and Guangzhou Maritime, in respect of which a waiver application will be submitted to The Stock Exchange;

2.
To approve, and propose the class meetings respectively for holders of Domestic Shares and H Shares and the EGM to consider and approve issue of A Shares of the Company to institutional investors and the general public in the PRC, provided that such transaction will not proceed until it is cleared with China Securities Regulatory Commission;

3.
To propose the EGM to authorize the Board to make necessary amendments to the Articles of Association of the Company and complete formalities for alteration of the business registration of the Company, following issue of A Shares;

4.
To propose the EGM to approve grant of equal rights to existing and new shareholders of the Company in respect of distribution of any profits accumulated but undeclared by the Company;

5.
To propose the EGM to authorize the Board to make necessary decisions on matters in relation to issue of additional A Shares;

6.
To approve and propose the EGM to consider and approve the Feasibility Study Report of Projects to be financed by Proceeds from the issue of A Shares;

7.
To approve, and propose the EGM to consider and approve the Statement on Application of Proceeds from the Previous Share Offering and Report of Shanghai Zhonghua Huyin Public Accountants on Application of Proceeds from the Previous Share Offering;

8. 
To propose the EGM to approve the compliance of the issue with "Management Practice on New Issue of Listed Companies";

9.
To convene the EGM; and

10.
To convene class meetings for holders respectively of Domestic Shares and H Shares of 2001.

(Note: 
The resolution in relation to the additional issue of A Shares is subject to the approval by the China Securities Regulatory Commission after passing the relevant resolutions at the Class Meeting and Extraordinary General Meeting)

Notice of Class Meeting for Holders of Domestic Shares

Notice of Class Meeting for Holders of H Shares

Notice of Extraordinary General Meeting In 2001

NOTICE is hereby given that the following meetings of China Shipping Development Company Limited (the "Company") will be held on Thursday, 22nd May, 2001 at Room 1016 Dong Da Ming Road, Shanghai, The People's Republic of China (the "PRC") to consider and, if thought fit, approve the following resolutions:

(a)
a class meeting for holders of domestic shares will be held at 2:00 p.m.;

(b)
a class meeting for holders of overseas listed foreign shares ("H Shares") will be held as soon as the class meeting referred to (a) above is concluded; and

(c)
the extraordinary general meeting ("EGM") in 2001 will be held as soon as the meeting referred to in (b) above is concluded.

The purposes of the above meetings are as follows:

Class meeting for holders of domestic shares

To consider and, if thought fit, pass, with or without amendment, the following as Special Resolutions:

To consider and approve the following principal terms and conditions for the proposed issue of A Shares to institutional investors and the general public in the PRC:

(1)
Shares to be issued: A Shares, as domestic common shares denominated in Renminbi;

(2)
Issue quantity: Up to 350,000,000 shares, at a par value of RMB1.00 each;

(3)
Proposed subscribers and offering territory: A Shares will be offered for subscription by natural persons and institutional investors in the PRC which maintain shareholders accounts with Shanghai Stock Exchange, other than those unqualified by the laws and regulations of the State, at securities business outlets throughout the PRC that are connected through computer-based networks with Shanghai Stock Exchange;

(4)
Pricing: Issue price will be determined using the mechanism of aggregating the quantity tendered to buy by prospective subscribers, with the final issue price to be decided on by the issuer and the leading underwriter on the basis of the amount of capital to be raised and the condition of the secondary market;

(5)
Issue manner: Offers will be made through both on-line tendering and off-line placement;

(6)
The leading underwriter will be granted over-allotment options to require the Company to issue additional shares up to 15 per cent. of the quantity of the public offering, i.e. 52,500,000 shares, with the total issue quantity amounting to 402,500,000 shares assuming such options are exercised in full;

(7)
The funds raised by the issue of the A Shares will be invested in or used for (a) the acquisition of 20 oil tankers from Guangzhou Maritime Transport (Group) Company Limited for approximately RMB931.5 million; (b) the acquisition of four further oil tankers which are currently under construction for approximaely RMB220 million; (c) the further investment in China Shipping Container Lines Co., Ltd. for approximately RMB300 million; and (d) the remaining proceeds (if any) will be used for general working capital purposes. 

In case the proceeds raised by the issue of A Shares could not cover the investments stated in (a), (b) and (c) above, the Company will finance the above by applying for loans from financial institutions if necessary; and

(8)
These Resolutions will be valid for one year as of the date of approval by the EGM.

Class meeting for holders of H Shares

To consider and, if thought fit, pass, with or without amendment, the following as Special Resolutions:

To consider and approve the following principal terms and conditions for the proposed issue of A Shares to institutional investors and the general public in the PRC:

(1)
Shares to be issued: A Shares, as domestic common shares denominated in Renminbi;

(2)
Issue quantity: Up to 350,000,000 shares, at a par value of RMB1.00 each;

(3)
Proposed subscribers and offering territory: New A Shares will be offered for subscription by natural persons and institutional investors in the PRC which maintain shareholders accounts with Shanghai Stock Exchange, other than those who are not qualified under the relevant laws and regulations of the State, at securities business outlets throughout the PRC that are connected through computer-based networks with Shanghai Stock Exchange;

(4)
Pricing: Issue price will be determined using the mechanism of aggregating the quantity tendered to buy by prospective subscribers, with the final issue price to be decided on by the issuer and the leading underwriter on the basis of the amount of capital to be raised and the condition of the secondary market;

(5)
Issue manner: Offers will be made through both on-line tendering and off-line placement;

(6)
The leading underwriter will be granted over-allotment options to require the Company to issue additional shares up to 15 per cent. of the quantity of the public offering, i.e. 52,500,000 shares, with the total issue quantity amounting to 402,500,000 shares assuming such options are exercised in full;

(7)
The funds raised by the issue of the A Shares will be invested in or used for (a) the acquisition of 20 oil tankers from Guangzhou Maritime Transport (Group) Company Limited for approximately RMB931.5 million; (b) the acquisition of four further oil tankers which are currently under construction for approximately RMB220 million; (c) the further investment in China Shipping Container Lines Co., Ltd. for approximately HK$300 million; and (d) the remaining proceeds (if any) will be used for general working capital purposes.

In case the proceeds raised by the issue of A Shares could not cover the investments stated in (a), (b) and (c) above, the Company will finance the above by applying for loans from financial institutions if necessary; and

(8)
These Resolutions will be valid for one year as of the date of approval by the EGM.

Extraordinary General Meeting

Subject to the passing of the resolution proposed at the respective class meeting for holders of domestic shares and class meeting for holders of H Shares, both to be held on 22nd May, 2001, to consider and, if thought fit, pass, with or without amendment, the following resolutions:

As Ordinary Resolutions:

1.
To approve the conditional Acquisition Agreement dated 3rd April, 2001 entered into between the Company and Guangzhou Maritime;

2.
To approve the conditional Revised Services Agreement dated 3rd April, 2001, and the Memorandum in relation to the cancellation of the management fees previously agreed to be paid by Guangzhou Maritime Transport (Group) to the Company for the management of the vessels which are the subject of the aforementioned acquisition agreement under the management of vessels agreement dated 9 February 1998 and entered into between the same parties, entered into by the Company respectively with China Shipping and Guangzhou Maritime, in respect of which a waiver application will be submitted subsequently to The Stock Exchange of Hong Kong Limited;

3.
To approve grant of equal rights to existing and new shareholders of the Company in respect of distribution of any profits accumulated but undeclared by the Company;

4.
To approve the Feasibility Study Report of Projects to be financed by Proceeds from the issue of A Shares;
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To approve the Statement on Application of Proceeds from the Previous Share Offering and Report of Shanghai Zhonghua Huyin Public Accountants on Application of Proceeds from the Previous Share Offering; and

6.
To approve the compliance of the issue with "Management Practice on New Issue of Listed Companies".

As Special Resolutions:

In accordance with Article 64 of the Articles of Association of the Company, the texts of the aforementioned Special Resolutions are set forth below:

1.
To consider and approve the following principal terms and conditions for the proposed issue of A Shares to institutional investors and the general public in the PRC:

(1)
Shares to be issued: A Shares, as domestic common shares denominated in Renminbi;

(2)
Issue quantity: Up to 350,000,000 shares, at a par value of RMB1.00 each;

(3)
Proposed subscribers and offering territory: A Shares will be offered for subscription by natural persons and institutional investors in the PRC which maintain shareholders accounts with Shanghai Stock Exchange, other than those who are not qualified under the laws and regulations of the State, at securities business outlets throughout China that are connected through computer-based networks with Shanghai Stock Exchange;

(4)
Pricing: Issue price will be determined using the mechanism of aggregating the quantity tendered to buy by prospective subscribers, with the final issue price to be decided on by the issuer and the leading underwriter on the basis of the amount of capital to be raised and the condition of the secondary market;

(5)
Issue manner: Offers will be made through both on-line tendering and off-line placement;

(6)
The leading underwriter will be granted over-allotment options to require the Company to issue additional shares up to 15 per cent. of the quantity of the public offering, i.e. 52,500,000 shares, with the total issue quantity amounting to 402,500,000 shares assuming such options are exercised in full;

(7)
The funds raised by the issue of the A Shares will be invested in or used for (a) the acquisition of 20 oil tankers from Guangzhou Maritime Transport (Group) Company Limited for approximately RMB931.5 million; (b) the acquisition of four further oil tankers which are currently under construction for approxiamtely RMB220 million; (c) the further investment in China Shipping Container Lines Co., Ltd. for approximately RMB300 million; and (d) the remaining proceeds (if any) will be used for general working capital purposes. In case the proceeds raised by the issue of A Shares could not cover the investments stated in (a), (b) and (c) above, the Company will finance the above by applying for loans from financial institutions if necessary; and

(8)
These Resolutions will be valid for one year as of the date of approval by the EGM.

2.
To approve and authorize the Board to make amendments to Articles 19 and 20 of the articles of association of the Company so as to increase the registered capital of the Company and reflect the new capital structure of the Company upon issue of A Shares as contemplated in Item 1. of the Special Resolutions, and to authorize the Board to complete formalities for submission of the Articles of Association, as amended, to the relevant authority for approval and for alteration of the business registration of the Company; and

3.
To approve and authorize the Board to make necessary decisions on the following matters relating to the issue of A Shares which include but are not limited to:

(1)
to decide on or change, at its discretion, issue quantity and price and other relevant matters, subject however to the plan passed at the EGM as to issue of A Shares;

(2)
to decide on any necessary adjustment to projects to be financed by proceeds from the proposed issue of A Shares and enter into relevant contracts;

(3)
to file application for listing of the A Shares so issued at Shanghai Stock Exchange upon consummation of the issue transaction; and 

(4)
to approve , authorise or arrange any matters in connection with the A Share issue and to take all such other action and to execute such documents or deeds as may in the opinion of the Board be desirable or necessary in connection with the A Share issue.

(Note: 
The resolution in relation to the issue of A Shares is subject to the approval by the China Securities Regulatory Commission after passing the relevant resolutions at the Class Meeting and Extraordinary General Meeting)

By order of the Board

China Shipping Development Company Limited

Ye Yumang

Company Secretary

3rd April, 2001

700 Dong Da Ming Road

Shanghai

The People's Republic of China

Post Code: 200080

Notes:-

(1)
Holders of the Company's shares, including the Company's overseas listed foreign shares (in the form of "H" shares) whose names appear on the Registrar of Members of the Company at the close of business on 20th April, 2001 are entitled to attend the Extraordinary General Meeting with their passports or other identity papers.

(2)
The Register of Members of the Company will be closed from 21st April, 2001 to 22nd May, 2001 (both days inclusive), during which time no share transfers will be effected.

(3)
Each shareholder who has right to attend and vote at the Class Meetings and the Extraordinary General Meeting is entitled to appoint one or more proxies, whether they are shareholders or not, to attend and vote on his behalf at the Extraordinary General Meeting and/or Class Meetings.

(4)
A proxy of a shareholder who has appointed more than one proxy may only vote on a poll.

(5)
For holders of H Shares, the instrument appointing a proxy must be in writing under the hand of the appointor or his attorney duly authorised in writing. If that instrument is signed by an attorney of the appointor, the power of attorney authorising that attorney to sign, or other documents of authorisation, must be notarially certified. To be valid, the notarially certified power of attorney, or other document of authorisation, and the form of proxy must be delivered to the Company's registrar HKSCC Registrars Limited on 2nd Floor, Vicwood Plaza, 199 Des Voeux Road Central, Central, Hong Kong, not less than 24 hours before the time appointed for the holding of the Extraordinary General Meeting.

(6)
Shareholders intending to attend the Class Meetings and/or the Extraordinary General Meeting should return the reply slip to the Secretary's office of the Board before 27th April, 2001 personally or by mail, cable or facsimile. Returning the reply slip in writing will not affect shareholders' rights to attend in person.

(7)
The Extraordinary General Meeting and the Class Meetings are expected to last a day. Shareholders attending the Extraordinary General Meeting are responsible for their own transportation and accommodation expenses.

(8)
The details of the Secretary's Office of the company are as follows:-

Room 1716, 700 Dong Da Ming Road, Shanghai

The People's Republic of China

Post Code
:
200080

Telephone
:
021-6501 3329

Facsimile
:
021-6596 6886

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