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.

CHINA RESOURCES ENTERPRISE, LIMITED

(Incorporated in Hong Kong with limited liability)
CONNECTED TRANSACTIONS

person (as defined in the Listing Rules) of the Company.

The directors of China Resources Enterprise, Limited announced that the Company’s wholly owned subsidiary, CR Textiles Investment, entered into various acquisition agreements on the
23rd May, 2002 for the acquisition of the remaining minority interests in each of the Target Companies currently controlled by China Resources Textiles, for an aggregate consideration of
RMB68,431,300 (HK$64,325,422). Upon completion of the Acquisitions, all the Target Companies shall become wholly-owned subsidiaries of the Company.

As each of the Vendors (except one) are a substantial shareholder of the respective Target Companies, which are in turn subsidiaries of the Company, each of such Vendors are a connected

THE AGREEMENTS DATED 23RD MAY, 2002

1. Vendor: 1] B 45 45 475 4% 4 [ 2 w) (Shandong Jin Shou Textiles Group
Company)
Purchaser: CR Textiles Investment

Asset to be acquired:

all of the 30 percent equity interest in each of Shandong
Binzhou and Shandong Binhua currently held by Shandong Jin
Shou Textiles Group Company

Consideration: RMB20,420,000 (HK$19,194,800)
2. Vendors: (1) 1l & &5 4% b 3 H 0 28 7] (Shandong Textiles Import &
Export Company)
(2) [V 45 %5 4% kg (Linging Cotton Textiles Factory)
Purchaser: CR Textiles Investment
Asset to be acquired: 25 percent equity interest in each of Shandong Linqing CR
and Hua Lin Textiles, of which 10 percent is currently held by
Shandong Textiles Import & Export Company and 15 percent
is currently held by Linging Cotton Textiles Factory.
Consideration: RMB16,410,000 (HK$15,425,400)
3. Vendor: e b7 2 1A 45 4% i (Weifang Hua Shi Cotton Textiles
Factory)
Purchaser: CR Textiles Investment
Asset to be acquired: all of the 30 percent equity interest in each of Shandong CR
Textiles and Huawei Textiles currently held by Weifang Hua
Shi Cotton Textiles Factory
Consideration: RMB14,150,000 (HK$13,301,000)
4. Vendor: 1 o B B 45 4k . (Shandong Huimin Textiles Factory)
Purchaser: CR Textiles Investment
Asset to be acquired: all of the 30 percent equity interest in Shandong Huimin CR
currently held by Shandong Huimin Textiles Factory
Consideration: RMB11,580,000 (HK$10,885,200)
5. Vendor: 1L o 19 35k A #)5 4k B (Shandong Liaocheng Textiles Factory)
Purchaser: CR Textiles Investment
Asset to be acquired: all of the 15 percent equity interest in Shandong Liaocheng
CR currently held by Shandong Liaocheng Textiles Factory
Consideration: RMB4,000,000 (HK$3,760,000)
6. Vendor: VLEF /N — B Y 4 4 4 [ A PR 2\ 7] (Jiangsu Ba Yi Printing &
Dyeing Textiles Group Co., Ltd.)
Purchaser: CR Textiles Investment
Asset to be acquired: all of the 11.61 percent equity interest in Tongzhou CRC
currently held by Jiangsu Ba Yi Printing & Dyeing Textiles
Group Co., Ltd.
Consideration: RMBI1,271,300 (HK$1,195,022)
7. Vendor: T %8 FE AR i 4 PR 2 7 (Nan Tong Zhong Jing Clothing Co.,
Ltd.)
Purchaser: CR Textiles Investment

Asset to be acquired:

Consideration:

all of 3.39 percent equity interest in Tongzhou CRC currently
held by Nan Tong Zhong Jing Clothing Co., Ltd.
RMB600,000 (HK$564,000)

making positive contribution to the operating profits of the Group, enabling the Group to enjoy
better terms of textile raw material sourcing. They also enable the Group to supply a wide
range of fabric products to its customers in China as well as overseas.

INFORMATION ABOUT THE COMPANY

The Company is a listed company on the Hong Kong Stock Exchange, with business emphasis
on the distribution business in Hong Kong and the Chinese Mainland. The Company and its
subsidiaries are principally engaged in property investment, distribution of food and beverages,
petroleum and chemicals, textiles products as well as operating one of the largest retail chains
in both Hong Kong and the Chinese Mainland.

REASONS FOR THE ACQUISITIONS

The Acquisitions will allow the Group to assume full ownership control of the Target
Companies, which will enable the Group to centralize the management and operations of these
Target Companies. This, coupled with more efficient sharing of resources and technical
knowhow, will significantly reduce operational and production costs of the Target Companies.
The Acquisitions will facilitate the Company’s plan to increase its market share in the highly
fragmented textiles and garment manufacturing industry in China.

GENERAL

All the Vendors (except Nan Tong Zhong Jing Clothing Co., Ltd.) are substantial shareholders
(but otherwise unrelated to the Company) holding equity interests in the range of 10 percent to
30 percent in the Target Companies, which are in turn subsidiaries of the Company.
Accordingly, each such Vendor constitute a connected person of the Company, and each of the
relevant Agreements constitutes a connected transaction of the Company, under the Listing
Rules. The consideration payable under the Agreements, is, in aggregate, less than 3 percent of
the book value of the net tangible assets of the Company as shown in the audited consolidated
accounts of the Company as at 31st December, 2001. Pursuant to Rule 14.25(1) of the Listing
Rules details of the Agreements will be disclosed in the next published annual report and the
accounts of the Company.

DEFINITIONS

“Acquisitions” The acquisitions of the minority interests in the Target Companies
as provided under the Agreements

“Agreements” The acquisition agreements each dated 23rd May, 2002 as referred
to in this announcement

“China Resources China Resources Textiles Company Limited, a wholly owned

Textiles” subsidiary of the Company incorporated in Hong Kong, currently
the controlling and majority shareholder of each of the Target
Companies
“Company” China Resources Enterprise, Limited

“Completion” or

“Completion Date”

In relation to each Acquisition, the date of completion of change in
the business registration procedures of the relevant Target Company
showing that CR Textiles Investment has acquired the relevant

Each of the Agreements is only conditional upon the receipt of relevant Chinese government
approvals in respect of the relevant transfer of equity interests thereunder. There is no long-
stop date by which such approvals have to be obtained as the Directors do not anticipate any
difficulty in obtaining such approvals. None of the Agreements are conditional upon
Completion of any other Agreement. Upon Completion of all the Agreements, all the Target
Companies shall become wholly-owned subsidiaries of the Company and none of the Vendors
shall hold any equity interests in any of the Target Companies. The aggregate value of the
consideration for the Acquisitions amount to RMB68,431,300 (HK$64,325,422), which will be
settled in cash funded through internal resources. The consideration for each Acquisition,
payable within one month of the Completion Date for the respective Acquisition, has been
arrived at after arm’s length negotiations between the respective Vendors and CR Textiles
Investment and is calculated by reference to discounted net asset value. The unaudited
combined net asset value of the Target Companies as at 31st December, 2001 (per management
accounts prepared in accordance with international accounting standards) are approximately
RMB550.9 million (HK$517.8 million) and such net asset value as attributable to the
respective interests being acquired are, in aggregate, approximately RMBI147.5 million
(HK$138.7 million). The total consideration payable for the Acquisitions therefore represent a
weighted average of approximately 53.6 percent discount to the aggregate unaudited net asset
value of the Target Companies as at 31st December, 2001 (per management accounts prepared
in accordance with international accounting standards) as attributable to the respective
interests being acquired.

The unaudited combined net profits before and after taxation and extraordinary items in respect
of the two financial years ended 31st December, 2001 of the Target Companies (per
management accounts prepared in accordance with international accounting standards) as
attributable to the respective interests being acquired are as follows:

Year ended 31st December,

2001 2000
(Note)
(RMB’000)
Aggregate net profits before taxation and 6,121 13,665

extraordinary items attributable to interests
being acquired

Aggregate net profits after taxation and
extraordinary items attributable to interest
being acquired

(equivalent to
HK$5.8 million)
5,500
(equivalent to
HK$5.2 million)

(equivalent to
HK$12.8 million)
13,665
(equivalent to
HK$12.8 million)

Note: The calculation did not include Tongzhou CRC as it was established only in early 2001.

The significant drop in profits for the year ended 31st December, 2001 was attributable to a
decline in both domestic and overseas sales of textiles products as a result of the adverse
impact on the global economy brought about by the terrorist attacks in the United States on
11th September, 2001. The high cotton prices within China, largely the result of quota
restrictions imposed by the Chinese government on cotton imports, as compared to the
relatively low world cotton prices during this period was also a significant contributing factor.
It is expected that such quota restrictions on cotton imports will be gradually lifted following
China’s accession to the World Trade Organisation.

The directors of the Company (including the independent non-executive directors) consider
that the Acquisitions are on normal commercial terms entered into in the ordinary course of
business and such terms are fair and reasonable as far as the shareholders of the Company are
concerned.

INFORMATION ON THE TARGET COMPANIES
All of the Target Companies are engaged in the spinning and weaving business in the

Shandong Province and control of which were acquired by China Resources Textiles over a
period of time from late 1998 to early 2001. These spinning and weaving operations have been

equity interest

“CR Textiles China Resources Light Industries and Textiles Investment &

Investment” Development Co. Ltd., a wholly-owned subsidiary of the
Company incorporated in the PRC
“Group” Company and its subsidiaries

“Hua Lin Textiles” Shandong Hua Lin Textiles Co., Ltd I} 5% il 45 &k A bR 2\ 7,

currently a 75 percent subsidiary by China Resources Textiles

Weifang Huawei Textiles Co., Ltd. ¥ by % ¥ 45 4% A5 BR 2w,
currently a 70 percent subsidiary of China Resources Textiles

“Huawei Textiles”

“Shandong Binhua” Shandong Binhua Textiles Co., Ltd. 1] 5% #4548k A BE 2 A,
currently a 70 percent subsidiary of China Resources Textiles

“Shandong Binzhou” Shandong Binzhou China Resources Textiles Co., Ltd.
1Ly 53 JH % S 45 8%k 45 B/ 7, currently a 70 percent subsidiary of

China Resources Textiles

“Shandong CR
Textiles”

Shandong China Resources Textiles Co., Ltd.
WL HE % 4k 4 /A 7], currently a 70 percent subsidiary of
China Resources Textiles

“Shandong Huimin Shandong Huimin China Resources Textiles Co., Ltd.
CR” 1) B R 3 47 4% A5 B /A 7], currently a 70 percent subsidiary of
China Resources Textiles

“Shandong Liaocheng Shandong Liaocheng China Resources Textiles Co., Ltd.
CR” 1L S M 03§ 3 31 475 4% 4 BR 23 ), currently an 85 percent subsidiary of
China Resources Textiles

“Shandong Linqging Shandong Linging China Resources Textiles Co., Ltd.
CR” 1L o [ 3 HE R 4 4% A PR 2\, currently a 75 percent subsidiary of
China Resources Textiles
“Target Companies” Each and all of Hua Lin Textiles, Huawei Textiles, Shandong
Binhua, Shandong Binzhou, Shandong CR Textiles, Shandong
Huimin CR, Shandong Liaocheng CR, Shandong Linging CR and
Tongzhou CRC
“Tongzhou CRC” Tongzhou CRC Printing & Dyeing Co., Ltd.
M M ED YL A5 PR /A 7, currently an 85 percent subsidiary of
China Resources Textiles

“Vendors” Each and all of |l 5t &% 45%%k4 E /A w (Shandong Jin Shou
Textiles Group Company), 1|5 # %54k & 3 H 112 7 (Shandong
Textiles Import & Export Company), [ & 45454k Kk (Linging
Cotton Textiles Factory), #by#E & #i %54k iz (Weifang Hua Shi
Cotton Textiles Factory), [l| % 5 E # % 4% it (Shandong Huimin
Textiles Factory), 11| 5 3k 47 45 4% Mk (Shandong Liaocheng
Textiles Factory), JI#F/\ —ENJe4kis 4 M4 B2 7] (Jiangsu Ba
Yi Printing & Dyeing Textiles Group Co., Ltd.), and
T %8 b HE AR i A PR 2\ 7] (Nan Tong Zhong Jing Clothing Co., Ltd.)

By order of the Board
China Resources Enterprise, Limited
Lee Yip Wah, Peter
Secretary

Hong Kong, 24th May, 2002



