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(Incorporated in Hong Kong with limited liability)

ON-GOING CONNECTED TRANSACTIONS

Following completion of the acquisition of an approximate 51.0% interest in CR Jinhua by CR Textiles, an indirect wholly owned subsidiary of China
Resources Enterprise, Limited, in July 2003, CR Nylon, a 52% owned subsidiary of CR Jinhua, also became a subsidiary of the Group.

CR Nylon, in its normal course of business, has been selling and will continue to sell nylon products to Yantai Atgusi, an 85% beneficially owned subsidiary
of Atgusi with the remaining 15% beneficially owned by CR Textiles. As Atsugi is also a substantial shareholder beneficially holding 40% of Shandong
CRC, a 52% owned subsidiary of CR Textiles, Atsugi is a connected person of the Company under the Listing Rules. The sales of nylon products by CR
Nylon to Yantai Atsugi constitute on-going connected transactions of the Company under the Listing Rules after CR Nylon becoming a subsidiary of the
Group.

BACKGROUND

Further to an announcement by the Company dated 14th February, 2003 about the acquisition of an approximate 51.0% interest in CR Jinhua by CR Textiles and
following a shareholders meeting of CR Jinhua on 8th July, 2003 to approve, amongst other things, the acquisition, the acquisition was completed on 14th July,
2003. Accordingly, CR Nylon, a 52% owned subsidiary of CR Jinhua, became a subsidiary of the Group. CR Nylon is principally engaged in the manufacturing
and distribution of nylon number 6 micro-filament and other nylon products.

Yantai Atsugi is 85% and 15% beneficially owned by Atsugi and CR Textiles respectively and, therefore, Yantai Atsugi is a subsidiary of Atsugi. Atsugi is also
a substantial shareholder beneficially holding a 40% interest in Shangdong CRC, a 52% owned subsidiary of the Group, therefore, Yantai Atsugi and Atsugi are
both connected persons of the Company under the Listing Rules. Atsugi is a company incorporated in Japan, with its shares listed on the Tokyo Stock Exchange,
and is primarily engaged in the manufacturing of pantyhose, socks and other related products. Yantai Atsugi is primarily engaged in the manufacturing of plaited
yarn, pantyhose, socks and other related products in the PRC.

ON-GOING CONNECTED TRANSACTIONS

CR Nylon, in its normal course of business, has been and will continue to sell nylon products to Yantai Atsugi. The Transactions constitute on-going connected
transactions of the Company under the Listing Rules after CR Nylon becoming a subsidiary of the Group.

For the year ended 31st December, 2002 and the nine months ended 30th September, 2003, the aggregate consideration for the sales of nylon products by CR
Nylon to Yantai Atsugi amounted to approximately RMB2.5 million and RMB4.6 million respectively (equivalent to approximately HK$2.4 million and
HK$4.3 million respectively). The sales price was negotiated on an arm’s length basis between CR Nylon and Yantai Atsugi. The directors of the Company
confirm that the prices and terms of the sales to Yantai Atsugi are comparable to the prevailing market prices. The directors (including independent non-
executive directors) of the Company consider that the sales are on normal commercial terms and are fair and reasonable so far as the shareholders of the
Company are concerned.

Yantai Atsugi was established in December 2001. The directors of the Company believe that Yantai Atsugi increased its purchases from CR Nylon in 2003 and
will continue to increase its purchases in 2004 given the high quality of the nylon products provided by CR Nylon and relative low transportation costs to Yantai
Atsugi as both CR Nylon and Yantai Atsugi are located in the city of Yantai. The directors of the Company estimate that the annual sales of nylon products by
CR Nylon to Yantai Atsugi will not exceed RMB20.0 million, RMB25.0 million and RMB30.0 million respectively (equivalent to approximately HK$18.8
million, HK$23.5 million and HK$28.2 million respectively) for each of the three years ending 31st December, 2006 and the amount will not be more than 0.2%
of the Group’s total turnover for any relevant financial year.

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 Group has a well-diversified portfolio of businesses in both Hong Kong and the Chinese Mainland, including retail, beverage, food processing
and distribution, textile, petroleum and chemical distribution, property and other investments.

GENERAL

As Atsugi is a substantial shareholder beneficially holding 40% of Shandong CRC, a 52% owned subsidiary of the Group, Atsugi is a connected person of the
Company under the Listing Rules. The Transactions constitute on-going connected transactions of the Company under the Listing Rules after CR Nylon
becoming a subsidiary of the Group.

The consideration to be payable under the Transactions for each financial year is expected to be less than 3% of the book value of the consolidated net tangible
assets of the Company for the relevant financial year. Accordingly, the Company will make an application to the Stock Exchange to seek a waiver from the
relevant disclosure requirements under Rule 14.25(1) of the Listing Rules for the Transactions subject to the following conditions:

a. the Transactions will be:

. entered into by the Group in the ordinary and usual course of its business;

. entered into on an arm’s length basis and conducted either (i) on normal commercial terms, or (ii) where there is no available comparison, on
terms no less favourable to the Group than those available to or from independent third parties; and

. entered into either (i) in accordance with the terms of the agreements governing such transactions or (ii) where there are no such agreements, on
terms that are fair and reasonable so far as the shareholders of the Company are concerned.

b. the relevant amount of the Transactions for each of the financial year shall not exceed 0.2% of the Group’s turnover for each of the relevant financial
year but in any event not exceeding 3% of the book value of the consolidated net tangible assets of the Company for the relevant financial year;

c. the independent non-executive directors of the Company shall review the Transactions annually and confirm in the Company’s next annual report that
these were conducted in the manner as stated above;

d. the Company’s auditors shall review the Transactions annually and confirm annually in a letter to the directors of the Company, a copy of which shall be
provided to the Stock Exchange by the directors of the Company, stating whether:

. the Transactions have received the approval of the board of directors of the Company;

. the Transactions have been entered into in accordance with the terms and conditions of the agreement governing the Transactions or, when there
is no such agreement, on terms no less favourable than terms available from independent third parties; and

. the cap amounts have not been exceeded;

where for whatever reason, the auditors decline to accept the engagement or are unable to provide the letter, the directors shall contact the Stock
Exchange immediately; and

e. details of the Transactions in each financial year shall be disclosed as required under rule 14.25(1)(A) to (D) of the Listing Rules in the annual report of
the Company for that financial year.

If any material term of the Transactions is altered or renewed or if the Company enters into any new agreements with any connected persons (within the meaning
of the Listing Rules) in the future, the Company must comply with the provisions of Chapter 14 of the Listing Rules governing connected transactions.

DEFINITIONS

‘‘Atsugi’’ Atsugi Co., Ltd, a company incorporated in Japan, listed on the Tokyo Stock Exchange, Japan

‘‘Company’’ China Resources Enterprise, Limited, a company incorporated in Hong Kong and listed on The Stock Exchange of Hong Kong
Limited

‘‘CR Jinhua’’ (China Resources Jinhua Co., Ltd), a company incorporated in the PRC, listed on the Shenzhen Stock
Exchange of the PRC and an approximate 51.0% indirect subsidiary of the Company after completion of the acquisition of an
approximate 51.0% interest in CR Jinhua by CR Textiles on 14th July, 2003

‘‘CR Nylon’’ (China Resources Yantai Nylon Co., Ltd.), a company incorporated in the PRC and a 52% subsidiary
of CR Jinhua

‘‘CR Textiles’’ China Resources Light Industries and Textiles (Holdings) Company Limited, a company incorporated in Hong Kong and an
indirect wholly owned subsidiary of the Company

‘‘Group’’ Company and its subsidiaries

‘‘PRC’’ People’s Republic of China

‘‘Shandong CRC’’ (Shandong CRC Atsugi Nylon Co., Ltd.) a company incorporated in the PRC as to 52% and 40%
beneficially owned by CR Textiles and Atsugi respectively. The remaining 8% of interest in Shandong CRC is held by an
independent third party

‘‘Transactions’’ Sales of nylon products by CR Nylon to Yantai Atsugi after CR Nylon becoming a subsidiary of the Group

‘‘Yantai Atsugi’’ (Yantai Atsugi CRC Stocking Co., Ltd.) a company incorporated in the PRC as to 85% and 15%
beneficially owned by Atsugi and CR Textiles respectively
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