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中國石化北京燕化石油化工股份有限公司
Sinopec Beijing Yanhua Petrochemical Company Limited

(a joint stock limited company incorporated in the People’s Republic of China)

CONNECTED TRANSACTION

SALE OF THE NO.1 POLYPROPYLENE PRODUCTION UNIT

Pursuant to the Asset Sale Agreement dated 20 November 2001, the Company has sold a polypropylene production unit to Yanshan Company on such terms and conditions as provided therein.

Yanshan Company is a wholly-owned subsidiary of China Petrochemical Corporation (中國石油化工集團公司), the holding company of New Sinopec. New Sinopec is the controlling shareholder of the Company, as defined in the Listing Rules. Yanshan Company, being an associate of New Sinopec, is a connected person of the Company. Therefore, the sale pursuant to the Asset Sale Agreement constitutes a connected transaction for the Company for the purposes of the Listing Rules.

As the aggregate consideration for the Connected Transaction is less than the limit specified in Rule 14.25(1)(ii) of the Listing Rules, such transaction does not require the approval of the Independent Shareholders and only certain specified details of the Connected Transaction are required to be disclosed in this announcement and the Company's 2001 annual report and accounts. The terms and conditions of the Asset Sale Agreement have been negotiated on an arm's length basis and are normal commercial terms. The Board (including the Independent Directors) considers the Connected Transaction to be fair and reasonable, and are in the interests of the Company and the Shareholders taken as a whole.

Particulars of the Asset Sale Agreement are set forth below, and will also be disclosed in the Company’s 2001 annual report and accounts.

A.
BACKGROUND INFORMATION

The Asset Sale Agreement was entered into between the Company and Yanshan Company on 20 November 2001. Pursuant to the Asset Sale Agreement, the Company has sold a polypropylene production unit to Yanshan Company on such terms and conditions as provided therein. The Connected Transaction was completed on 30 November 2001. Summary of the major terms of which are set out in the section headed “Summary of the Principal Terms and Conditions of the Asset Sale Agreement” below.

Yanshan Company is a wholly-owned subsidiary of China Petrochemical Corporation (中國石油化工集團公司), the holding company of New Sinopec. New Sinopec is the 70% shareholder of the Company. Yanshan Company, being an associate of New Sinopec, is a connected person of the Company. Therefore, the sale pursuant to the Asset Sale Agreement constitutes a connected transaction for the Company for the purposes of the Listing Rules.

The aggregate consideration for the Connected Transaction is RMB167,850,000 (approximately HK$156,869,000). As the aggregate consideration for the Connected Transaction is less than the higher of HK$10 million or 3% of the Company’s net tangible assets, such transaction does not require the approval of the Independent Shareholders and only certain specified details of the Connected Transaction are required to be disclosed in this announcement and the Company's 2001 annual report and accounts. The terms and conditions of the Asset Sale Agreement have been negotiated on an arm's length basis and are normal commercial terms. The Board (including the Independent Directors) considers the Connected Transaction to be fair and reasonable, and are in the interests of the Company and the Shareholders taken as a whole.

The Company has not previously made any disclosure of the Connected Transaction in accordance with the Listing Rules. Such non-disclosure constitutes breaches of the Listing Rules on the part of the Company. The breach was due to administrative oversight caused by the Company’s busy schedule in relation to the completion of the expansion of its ethylene production unit. The Stock Exchange has indicated that it would reserve its right to take further action against the Company.

B.
SUMMARY OF THE PRINCIPAL TERMS AND CONDITIONS OF THE ASSET SALE AGREEMENT

The principal terms and conditions of the Asset Sale Agreement are summarised as follows:

1.
Date of the Asset Sale Agreement


20 November 2001

2.
Parties


Seller: 
The Company


Purchaser: 
Yanshan Company

3.
Asset sold under the Asset Sale Agreement


No.1 Polypropylene production unit

The polypropylene production unit was completed and began production on 1 July 1976.

After replacing the catalytic agent in 1987, and the making of certain technological improvements, its annual production capacity has now been increased to 115,000 tons.

4.
Consideration

RMB167,850,000 (approximately HK$156,869,000) was paid by Yanshan Company to the Company on 30 November 2001 in cash.

Such consideration was determined by reference to the valuation of the production unit of RMB167,850,000, as at 31 October 2001, as set out in the valuation report dated 17 November 2001 prepared by Zhonglei Certified Public Accountants (中磊會計師事務所有限責任公司).

C.
REASONS AND BENEFITS OF THE SALE OF THE POLYPROPYLENE PRODUCTION UNIT

In order to (i) accelerate the pace of its technology renovation programs: (ii) increase the overall efficiency of the Company’s production and increase the confidence of investors, the Company has decided to shut down its No. 1 polypropylene production unit on a permanent basis. However, since the No. 1 polypropylene production unit can be modified and used in the production of fine petrochemical products, the Company has decided to sell it to Yanshan Company on condition that Yanshan Company would not compete with the Company in its business. The principal activities of Yanshan Company is the manufacturing of fine petrochemical products.
The Directors expect that the sale of the polypropylene production unit will improve the technological standard of the Company’s related products, decrease operating losses and therefore increase the profitability of the Company’s business.

D.
APPLICATION OF THE SALE PROCEEDS

The Company will apply the sale proceeds of approximately HK$156,869,000 of the Connected Transaction towards its working capital.

E.
GENERAL INFORMATION

The principal business of the Company is the production and sale of three principal petrochemical product groups, namely: (i) resins and plastics, (ii) synthetic rubber, and (iii) basic organic chemical products.

Terms used in this announcement

“Asset Sale Agreement”
an agreement entered into between the Company and Yanshan Company on 20 November 2001 for the sale of a polypropylene production unit;

“Board”
the board of Directors;

“China” or “PRC”
The People's Republic of China which, for the purpose of this announcement, does not include The Hong Kong Special Administrative Region, The Macau Special Administrative Region and Taiwan;

“Company”
Sinopec Beijing Yanhua Petrochemical Company Limited 
(中國石化北京燕化石油化工股份有限公司);

“Connected Transaction”
the connected transaction between the Company and Yanshan Company pursuant to the Asset Sale Agreement;

“Director(s)”
the director(s) of the Company;

“Domestic Shares”
domestic invested shares of RMB1.0 each in the share capital of the Company;

“Independent Directors”
the independent non-executive Directors;

“Independent Shareholders”
holders of H Shares and holders of Domestic Shares (excluding New Sinopec and its associates (as defined in the Listing Rules));

“Listing Rules”
The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited;

“New Sinopec”
China Petroleum & Chemical Corporation (中国石油化工股份有限公司);

“RMB”
Renminbi, the lawful currency of the PRC;

“Shareholders”
the shareholders of the Company;

“Stock Exchange”
The Stock Exchange of Hong Kong Limited; and

“Yanshan Company”
Beijing Yanshan Petrochemical Company of China Petrochemical Group Corporation (中國石化集團北京燕山石油化工有限公司)

By Order of the Board
Sinopec Beijing Yanhua Petrochemical Company Limited
Wen Xianzhao
Company Secretary
2 April 2002

Beijing, the PRC

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

Please also refer to the published version of this announcement in the South China Morning Post.
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