The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

[image: image1.png]



CHINA SHIPPING DEVELOPMENT COMPANY LIMITED

中海發展股份有限公司
(a joint stock limited company incorporated in the People’s Republic of China with limited liability)

CONNECTED TRANSACTIONS

VARIATION OF CHARTER PAYMENTS

The board of directors (the “Board”) of China Shipping Development Company Limited (the “Company”) is pleased to announce that the Company has entered into a series of transactions with certain associates of China Shipping (Group) Company (the “Group Company”), the controlling shareholder of the Company as defined in The Rules Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), holding approximately 50.51 per cent. of the issued share capital of the Company. Particulars of these transactions are set forth below:-

(1)
The Company and Shanghai Shipping Industrial Company Limited (上海海運實業總公司) (“Shanghai Shipping”), a wholly-owned subsidiary of the Group Company, entered into a bareboat charterparty (the “First Bareboat Charterparty”) on 10 July 2002 whereby Shanghai Shipping has agreed to lease to the Company an oil tanker, namely “Daqing 88” (the “Chartered Oil Tanker”), for a term from 29 May 2002 to 31 December 2002 (inclusive). The aggregate charter payment will be US$1,931,300 (approximately HK$15,064,140).

(2)
The Company and Southern Shipping Management Company Limited (南方航運有限公司) (“Southern Shipping”), an indirect wholly-owned subsidiary of the Group Company, entered into separate bareboat charterparties (the “Second Bareboat Charterparties”) on 10 July 2002 whereby the Company has agreed to lease to Southern Shipping six dry bulk cargo vessels, namely “Yong An 1”, “Yong An 2”, “Yong An 3”, “Yong An 4”, “An Ping 3” and “An Ping 6” (together, the “Chartered Dry Bulk Cargo Vessels”), for a term from 29 May 2002 to 31 December 2002 (inclusive). The aggregate charter payment will be US$4,947,600 (approximately HK$38,591,280).

(3)
The Company and China Shipping Container Line Company Limited (中海集裝箱運輸有限公司) (“CS Container Line”), a non wholly-owned subsidiary of the Group Company, entered into separate supplemental bareboat charterparties (the “Supplemental Bareboat Charterparties”) on 10 July 2002 whereby the Company has agreed with CS Container Line to reduce the charter payment with effect from 1 July 2002 in respect of five container vessels, namely “Xiangda”, “Xiangxiu”, Xiangwang”, “Xiangzhu” and “Xiangxing” (together, the “Chartered Container Vessels”) which were leased to CS Container Line by the Company pursuant to certain bareboat charterparties (the “Original Bareboat Charterparties”) dated 31 December 2001. All other terms of the Original Bareboat Charterparties remain unchanged.

Shanghai Shipping is a wholly-owned subsidiary of the Group Company. Southern Shipping is a wholly-owned subsidiary of China Shipping (Hong Kong) Holdings Company Limited which is in turn a wholly-owned subsidiary of the Group Company. CS Container Line is a non wholly-owned subsidiary of the Group Company. Therefore, Shanghai Shipping, Southern Shipping and CS Container Line are connected persons of the Company for the purposes of the Listing Rules.

Each of the First, Second and Supplemental Bareboat Charterparties (together, the “Bareboat Charterparties”) constitutes a connected transaction of the Company for the purposes of the Listing Rules. As the aggregate consideration for the Bareboat Charterparties is less than the relevant value specified in Rule 14.25(1) of the Listing Rules, they do not require the approval of the shareholders of the Company other than the Group Company and its associates (“Independent Shareholders”). The terms and conditions of each of the Bareboat Charterparties have been negotiated on an arm's length basis and are normal commercial terms. The Board (including the independent non-executive directors (the “Independent Directors”) of the Company) considers the above transactions to be fair and reasonable, and are in the interests of the Company and the Independent Shareholders, taken as a whole.

Particulars of the connected transactions under each of the Bareboat Charterparties are set forth below, and will also be disclosed in the Company's 2002 annual report.

1.
The First Bareboat Charterparty dated 10 July 2002

Parties

Lessor: 
Shanghai Shipping

Lessee: 
The Company

The Chartered Oil Tanker

The Chartered Oil Tanker, “Daqing 88”, was constructed and commissioned into service in 1986. It has a gross tonnage of approximately 90,261 tonnes. The Chartered Oil Tanker was used by Shanghai Shipping as an oil tanker before Shanghai Shipping and the Company entered into a bareboat charterparty on 26 May 2001 (as disclosed in the Company's announcement dated 26 May 2001) for a term of one year between 29 May 2001 and 28 May 2002. The First Bareboat Charterparty is a renewal of the aforementioned bareboat charterparty which expired on 28 May 2002.

Delivery and Redelivery of the Chartered Oil Tanker

Under the First Bareboat Charterparty, the Chartered Oil Tanker was delivered to the Company on 29 May 2002 and will be redelivered to Shanghai Shipping on 31 December 2002.

Upon redelivery, an independent inspector acceptable to Shanghai Shipping and the Company will inspect the Chartered Oil Tanker. The cost of the inspection shall be borne equally by Shanghai Shipping and the Company. Shanghai Shipping shall, at the time of redelivery of the Chartered Oil Tanker, take delivery and purchase all unused bunker oil, lubricating oil and other supplies on board the Chartered Oil Tanker in accordance with the then prevailing market price.

Charter payment

Under the First Bareboat Charterparty, the Company will pay to Shanghai Shipping an aggregate charter payment of US$1,931,300 (approximately HK$15,064,140) with the daily charter payment for the Chartered Oil Tanker being US$8,900 (approximately HK$69,420). The charter payment during the charter period shall be payable monthly in advance by the Company on the first working day of each calendar month. The charter payment is determined with reference to the international rates of bareboat charterparty of similar term for similar vessels, and the Board (including the Independent Directors) considers the terms and conditions to be fair and reasonable, and are in the interests of the Company and the Independent Shareholders, taken as a whole.

Period of the First Bareboat Charterparty

The First Bareboat Charterparty came into effect on 29 May 2002 and will expire on 31 December 2002.

Maintenance and Insurance

During the charter period of the First Bareboat Charterparty, the Company shall:-


(i)
be responsible for all necessary repairs of the Chartered Oil Tanker; and


(ii)
insure the Chartered Oil Tanker against marine, war and compensation risks in such forms as Shanghai Shipping shall approve in writing.

2.
The Second Bareboat Charterparties dated 10 July 2002

Parties

Lessor: 
The Company

Lessee: 
Southern Shipping

The Chartered Dry Bulk Cargo Vessels

The Chartered Dry Bulk Cargo Vessels are “Yong An 1”, “Yong An 2”, “Yong An 3”, “Yong An 4”, “An Ping 3” and “An Ping 6”. “Yong An 2”, “Yong An 3” and “Yong An 4” were all constructed during the period between 1995 and 1996. “Yong An 1” and “Yong An 2” were commissioned into service in 1995, each with a gross tonnage of approximately 44,072 tonnes. “Yong An 3” and “Yong An 4” were commissioned into service in 1996, each with a gross tonnage of approximately 44,072 tonnes.

“An Ping 3” and “An Ping 6” were constructed in 1987, and were commissioned into service in 1987, each with a gross tonnage of approximately 39,000 tonnes.

The previous bareboat charterparties concerning the Chartered Dry Bulk Cargo Vessels were entered into on 31 May 2001 by the Company and Southern Shipping, which expired on 28 May 2002 (as disclosed in the Company’s announcement dated 31 May 2001). The Second Bareboat Charterparties, other than the charter period, have substantially the same terms and conditions as those of the aforementioned bareboat charterparties.

Delivery and Redelivery of the Chartered Dry Bulk Cargo Vessels

Under the Second Bareboat Charterparties, the Chartered Dry Bulk Cargo Vessels were delivered to Southern Shipping for the purpose of its international dry bulk cargo business on 29 May 2002 and will be redelivered to the Company on 31 December 2002.

Upon redelivery of the Chartered Dry Bulk Cargo Vessels, an independent inspector acceptable to the Company and Southern Shipping will inspect the Chartered Dry Bulk Cargo Vessels. The cost of the inspection shall be borne equally by the Company and Southern Shipping. The Company shall, at the time of redelivery of the Chartered Dry Bulk Cargo Vessels, take delivery of the Chartered Dry Bulk Cargo Vessels and purchase all unused bunker oil, lubricating oil and other supplies on board the Chartered Dry Bulk Cargo Vessels, in accordance with the then prevailing market price.

Charter payment

Under the Second Bareboat Charterparties, Southern Shipping will pay to the Company an aggregate charter payment of US$4,947,600 (approximately HK$38,591,280). The average daily charter payment for each of “Yong An 1”, “Yong An 2”, “Yong An 3” and “Yong An 4” will be US$3,900 (approximately HK$30,420) and for each of “An Ping 3” and “An Ping 6” will be US$3,600 (approximately HK$28,080). The monthly charter payment for each of the Chartered Dry Bulk Cargo Vessels during the charter period shall be payable in advance on the first working day of each calendar month by Southern Shipping to the Company. The charter payment is determined with reference to the international rates of bareboat charterparty of similar term for similar vessels, and the Board (including the Independent Directors) considers the terms and conditions to be fair and reasonable, and are in the interests of the Company and the Independent Shareholders, taken as a whole.

Period of the Second Bareboat Charterparties

The Second Bareboat Charterparties came into effect on 29 May 2002 and will expire on 31 December 2002.

Maintenance and Insurance

During the charter period of the Second Bareboat Charterparty, Southern Shipping shall:-


(i)
be responsible for all necessary repairs of the Chartered Dry Bulk Cargo Vessels; and


(ii)
insure the Chartered Dry Bulk Cargo Vessels against marine, war and compensation risks in such forms as the Company shall approve in writing.

3.
The Supplemental Bareboat Charterparties dated 10 July 2002

Parties

Lessor: 
The Company

Lessee: 
CS Container Line

Variation of charter payments

The Company and CS Container Line entered into the Original Bareboat Charterparties whereby the Company has agreed to lease to CS Container Line the Chartered Container Vessels, for a term of one year from 1 January 2002 to 31 December 2002 (inclusive) (as disclosed in the Company’s announcement dated 2 January 2002). However, the market for the international container business has much deteriorated since the “September 11” attack in America, and the charter prices for container vessels have been decreasing. The Company and CS Container Line have agreed to enter into the Supplemental Bareboat Charterparties to reduce the charter payment in respect of the Chartered Container Vessels, with effect from 1 July 2002. All other terms of the Original Bareboat Charterparties remain unchanged.

Charter payment

Under the Original Charterparties, the average daily charter payment for each of “Xiangxin” and “Xiangda” was US$2,100 (approximately HK$16,380), for each of “Xiangwang” and “Xiangxing” was US$2,761 (approximately HK$21,536) and for “Xiangchu” was US$3,200 (approximately HK$24,960). Under the Supplemental Charterparties, the Company has agreed with CS Container Line to reduce each of the above average daily charter payments by approximately US$600 (approximately HK$4,680). Therefore, for the relevant period from 1 July 2002 to 31 December 2002 (inclusive), the aggregate charter payment will be reduced from approximately US$2,378,384 (approximately HK$18,551,395) under the Original Bareboat Charterparties to US$1,825,648 (approximately HK$14,240,054).

4.
Reasons for, and benefits of, the Bareboat Charterparties

As disclosed in the 2001 annual report of the Company, oil transportation is one of the main businesses of the Company and its subsidiaries (together, the “Group”) and, as a result, the Group has taken a series of effective measures to maintain the steady increase in the operating results of its oil fleet. The bareboat charterparty arrangement under the First Bareboat Charterparty enables the Group to continue to expand its shipping capacity for oil transportation.

As disclosed in the 2001 annual report of the Company, the Chartered Dry Bulk Cargo Vessels and Chartered Container Vessels were leased under careful arrangement by the Group according to the seasonal changes of cargo resources, so as to achieve better operating profit.

Upon the expiry of the previous bareboat charterparties on 28 May 2002, the Company and the relevant parties continued to negotiate on the terms and entered into the First and Second Bareboat Charterparties on 10 July 2002. For the period from 29 May 2002 to 9 July 2002, the aggregate charter payment for the Chartered Oil Tanker and Chartered Dry Bulk Cargo Vessels is US$1,331,400 (approximately HK$10,384,920).

5.
General

The business of the Company mainly involves coastal, ocean and Yangtze River cargo transportation, international passenger transportation, chartering, acting as cargo agents and as cargo transportation agents.

Shanghai Shipping is a wholly-owned subsidiary of the Group Company. Southern Shipping is a wholly-owned subsidiary of China Shipping (Hong Kong) Holdings Company Limited which is in turn a wholly-owned subsidiary of the Group Company. CS Container Line is a non wholly-owned subsidiary of the Group Company. Therefore, Shanghai Shipping, Southern Shipping and CS Container Line are connected persons of the Company for the purposes of the Listing Rules.

The aggregate consideration of these transactions is approximately US$8,704,548 (approximately HK$67,895,474). As the aggregate consideration for these transactions falls within the scope of Rule 14.25(1) of the Listing Rules, such transactions do not require the approval of the Independent Shareholders and only certain specified details of the transactions are required to be disclosed in this announcement and the Company’s next annual report and accounts. The terms and conditions of each of the Bareboat Charterparties have been negotiated on an arm's length basis and are normal commercial terms. The Board (including the Independent Directors) considers the above transactions to be fair and reasonable, and are in the interests of the Company and the Independent Shareholders, taken as a whole.

By order of the Board
China Shipping Development Company Limited
Ye Yumang
Company Secretary

Shanghai, the PRC
10 July 2002

Note:
Unless otherwise specified, conversion of US$ into HK$ is based on the exchange rate of US$1.00 = HK$7.80.

Please also refer to the published version of this announcement in The Standard.
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