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CONNECTED TRANSACTIONS

TRANSFER OF INTEREST IN
XIANYANG GUANZHONG HOTSPRING COMPANY LIMITED
AND
PROVISION OF FINANCIAL ASSISTANCE

Chadwick, a wholly-owned subsidiary of the CompaXybei Power and Shanxi Qinlong

(collectively, the Weihe Shareholders) entered into the Transfer Agreement with Weilogver
on 30 July 2007 after the trading hours pursuanivhich the Weihe Shareholders agreed

to

purchase from Weihe Power its entire equity interesGuanzhong Hotspring for an aggregate

consideration of RMB100 million.

Weihe Power is a joint venture company establisthydhe Weihe Shareholders in 1997, and

owned as to 51%, 30% and 19% by Chadwick, Xibei éomnd Shanxi Qinlong respectively.

is

Under the Transfer Agreement, Weihe Power's intémeSuanzhong Hotspring will be sold to the

Weihe Shareholders in proportion to their respectexisting interest in Weihe Power

Accordingly, upon completion of the Transfer Agresi) Guanzhong Hotspring will be owned| as

to 51%, 30% and 19% by Chadwick, Xibei Power andr&hQinlong respectively.

On the same date, the Weihe Shareholders has ratlsiee@ into the Shareholders Agreement

to

govern the management and operations of Guanzhotgpkhg, pursuant to which the Weihe

Shareholders may be required to contribute an iaddit funding of RMB 200 million tg

Guanzhong Hotspring in proportion to their respectinterest therein upon completion of the

Transfer Agreement.

On 6 June 2007, Weihe Power, Western Trust and Zhwoag Hotspring entered into the

Entrustment Loan Arrangement for a term of 5 yearsmencing from 6 June 2007 pursuant

which Weihe Power agreed to provide a cash depogie amount of RMB150 million as security
to Western Trust to facilitate the making of a ladrup to RMB150 million by Western Trust to

Guanzhong Hotspring. The Entrustment Loan Arraregerwill continue following completion gf
the Transfer.

to

Xibei Power and Shanxi Qinlong are the substastiareholders of Weihe Power, a 51% owned
subsidiary of the Company for the purposes of tisérig Rules. Xibei Power and Shanxi Qinlong

are therefore connected persons of the Company, teedTransfers and the transactions
contemplated under the Shareholders Agreementieigebnstitute connected transactions for|the




Company under the Listing Rules. As each of th@iegble percentage ratios as defined in Rule
14A.10 of the Listing Rules is less than 2.5% doeté are no prior transactions or relationship with
Xibei Power and Shanxi Qinlong that require aggtiegaunder Rules 14.22 and 14A.25, the said
transactions falls within the provision of Rule 182 and are only subject to the reporting and
announcement requirements and are exempt from ridepéndent shareholders' apprgval
requirements.

Upon completion of the Transfer, Xibei Power widldome a substantial shareholder of both Weihe
Power and Guanzhong Hotspring, and Xibei Power b@tome a connected person of the
Company with two connected relationships. Accagtlin Guanzhong Hotspring, being an
associate of Xibei Power, will become a connectdgn of the Company after completion of the
Transfer, and the Financial Assistance contemplateter the Entrustment Loan Arrangement
constitute connected transaction of the CompanguRdle 14A.13(2)(a) of the Listing Rules. As
each of the applicable percentage ratios as deimBdle 14A.10 of the Listing Rules is less than
2.5% and there are no other prior transactions etationship between Weihe Power and
Guanzhong Hotspring that require aggregation uritlides 14.22 and 14A.25, the Finangial
Assistance falls within the provision of Rule 148.@nd is only subject to the reporting gnd
announcement requirements and are exempt from ridepéndent shareholders' apprgval
requirements.

Details of the Transfer Agreement, the Shareholdggseement and the Entrustment Lgan
Arrangement are disclosed in this announcementvdhte included in the next published annual
report of the Company in accordance with Rule 18A.4

TRANSFER AGREEMENT

Date
30 July 2007

Parties
Q) Weihe Power, as the seller; and
(2) Chadwick, Xibei Power and Shanxi Qinlong, as parchasers.

Assets involved

100% of the equity interest in Guanzhong HotspriBgich equity interest will be sold to the Weihe
Shareholders in proportion to their respectivetegsnterest in Weihe Power, which is owned as to
51%, 30% and 19% by Chadwick, Xibei Power and Sh@mong respectively. Accordingly, upon
completion of the Transfer Agreement, Guanzhongsptatg will be owned as to 51%, 30% and
19% by Chadwick, Xibei Power and Shanxi Qinlongezsively.

Consideration
The aggregate consideration under the Transferehgeat of RMB100 million will be satisfied at
completion of the Transfers by offsetting the deand payable by Weihe Power to each of the Weihe



Shareholders, and the amount of such dividend paytbthe Weihe Shareholders would be
sufficient to cover the aggregate consideratiorapéey/by the Weihe Shareholders under the Transfer
Agreement. The consideration for each of the W8hareholders is set out as follows:

Shareholder Percentage interest Consideration
to be acquired (RMB '000)
Chadwick 51% 51,000
Xibei Power 30% 30,000
Shanxi Qinlong 19% 19,000
Total 100% 100,000

The aggregate consideration under the Transfer ehgeat was arrived at after arm's length
negotiations between the parties with referendbecudited net asset value of Weihe Power in the
sum of RMB100 million as at 31 December 2006.

Completion

There is no condition precedent for the Transfere&gent, and the Transfers shall be completed
upon the relevant PRC registration procedures ler ¢change in shareholding of Guanzhong
Hotspring has been completed.

SHAREHOLDERS AGREEMENT

Date
30 July 2007

Parties

Q) Chadwick;

(2) Xibei Power; and
3) Shanxi Qinlong.

Subject

To govern the management and operations of GuagzHtotspring, which will be owned as to 51%,
30% and 19% by Chadwick, Xibei Power and Shanxidpig respectively upon completion of the
Transfer Agreement.

Further Funding

The total registered capital of Guanzhong HotspisnigMB100 million which is fully paid up, and
the total investment amount (including the totadistered capital) is RMB300 million. Accordingly,
under the Shareholders Agreement the Weihe Shaisoinay be required to contribute a further



funding of RMB 200 million to Guanzhong Hotsprimggaroportion to their respective interest therein
upon completion of the Transfer Agreement, the kleavn of which is set out below:

Shareholder Shareholding Additional Contribution

(RMB '000)
Chadwick 51% 102,000
Xibei Power 30% 60,000
Shanxi Qinlong 19% 38,000
Total 100% 200,000
Conditions

The Shareholder Agreement is conditional upon abtgi approvals from the relevant PRC
government authorities on the Shareholder Agreement

Board representation and control

The board of Guanzhong Hotspring shall have 5 threc and Chadwick will have the right to
nominate 3 directors to the board and to appomttiairman of the board. Under the current adicle
of association of Weihe Power, the existing solaraholder of Guanzhong Hotspring, all major
decisions of Weihe Power (including Guanzhong Hatgp has to be approved by at least two-third
or all of the directors of Weihe Power. Accordiyghe Group does not have control over Weihe
Power (including Guanzhong Hotspring), and Guanghdatspring is currently accounted for as a
jointly controlled entity in the books of the Groupder the equity method of accounting. As the new
articles of association of Guanzhong Hotspring ks that most of the decisions of Guanzhong
Hotspring only require approval from more than ledithe directors of Guanzhong Hotspring and the
Group will have control over the board of Guanzhétwspring upon completion of the Transfer
Agreement, Guanzhong Hotspring will be accounmddas a subsidiary of the Company and
consolidated in the Group's financial statementugompletion.

ENTRUSTMENT LOAN ARRANGEMENT

On 6 June 2007, Weihe Power, Western Trust and £haaug Hotspring entered into the Entrustment
Loan Arrangement for a term of 5 years commencioghf6 June 2007 pursuant to which Weihe
Power agreed to provide a cash deposit in the anodiMB150 million as security to Western Trust
to facilitate the making of a loan of up to RMB1%dlion by Western Trust to Guanzhong Hotspring.
In the event that such loan is defaulted, the @roy virtue of its 51% interest in Weihe Powerl] wi
be responsible to repay 51% of the total outstanltian amount to Western Trust. The Entrustment
Loan Arrangement will continue following completiohthe Transfer.



The terms of the Entrustment Loan Arrangement wietermined after arm's length negotiations
between Weihe Power, Western Trust and GuanzhotgpHiag.

FURTHER INFORMATION ON GUANZHONG HOTSPRING

Guanzhong Hotspring a sino-foreign equity joint venture establisiethe PRC in January 2006,
which owns a hot spring resort development praje&tianyang City of the PRC. The site for such
hot spring resort development project is currentigler construction, and upon completion of the
project, it is expected to comprise a hot springt&e with hotel, restaurants, conference centres,
healthcare centres and other facilities.

According to the audited accounts of Guanzhong ptotg prepared in accordance with the
generally accepted accounting principles of the PRE audited net asset value of Guanzhong
Hotspring at 31 December 2006 was RMB100 milliord #or the financial year ended 31 December
2006, Guanzhong Hotspring has no profits or lossei$ has not yet commenced any operations in
2006. According to the unaudited management adsoof Guanzhong Hotspring prepared in
accordance with the generally accepted accountingiples of the PRC, Guanzhong Hotspring has
no profits or losses for the six months ended 3@ 2007.

IMPACT ON THE GROUP

The Group currently has an attributable interesdI#% in Guanzhong Hotspring through its 51%
interest in Weihe Power. After completion of thafsfer Agreement, the Group will directly own
the equity interest in Guanzhong Hotspring, andntsrest in Guanzhong Hotspring will remain
unchanged at 51%. It is expected that no gaiross Will be accrued to the Company from the
Transfer, and that there would be no balance gfisets on the Company as a whole in respect of the
Transfer.

The shareholding structure of Guanzhong Hotsprefgre and after the completion of the Transfers
are as follows :-



Before After

Chadwick Xibei Power Shanxi Qinlong Chadwick Xibei Power Shanxi Qinlong
51% 30% 19%
51% 30% 19%
Weihe Power
100% Weihe Power Guanzhong Hotspring

Guanzhong Hotspring

REASONS AND BENEFIT OF THE TRANSFER AND THE FINANCI AL ASSISTANCE

As the main business of Weihe Power is electrigitgply, the Weihe Shareholders consider that the
Transfers would allow Weihe Power to concentraté®iore businesses while allowing the Weihe
Shareholders (including the Group) to directly cohtihe operations of Guanzhong Hotspring, which
would further enhance stability in the managemedt@perations of Guanzhong Hotspring.

The Directors consider that providing the Finan&isgistance to Guanzhong Hotspring will facilitate
the construction of the hot spring resort developinpeoject of Guanzhong Hotspring which may in
turn enhance the returns to the Company in the termg.

The Directors (including all the independent noe@xive Directors) are of the view that the terms
of the Transfer Agreement, the Shareholders Agreeard the Entrustment Loan Arrangement, are
normal commercial terms, and are fair and reasenaibd in the interests of the Company and its
shareholders as a whole.

GENERAL

The principal businesses of the Group include toperations, theme parks, hotel and resort
operations, passenger and freight transportatiolfi,ctub and power generation. Xibei Power and
Shanxi Qinlong are both principally engaged in pogeneration. Western Trust is principally

engaged in trust business in the PRC, and to tbiedbe¢he Directors’ knowledge, information and

belief having made all reasonable enquiry, Westeuast and its ultimate beneficial owner are third

parties independent of the Company and its condgaesons.

Xibei Power and Shanxi Qinlong are the substasti@reholders of Weihe Power, a 51% owned
subsidiary of the Company for the purposes of érig Rules. Xibei Power and Shanxi Qinlong are
therefore connected persons of the Company, andrdresfers and the transactions contemplated



under the Shareholders Agreement together corestitrinected transactions for the Company under
the Listing Rules. As each of the applicable pet@mge ratios as defined in Rule 14A.10 of the
Listing Rules is less than 2.5% and there are rar plansactions or relationship with Xibei Power
and Shanxi Qinlong that require aggregation unddef14.22 and 14A.25, the said transactions
falls within the provision of Rule 14A.32 and anelyosubject to the reporting and announcement
requirements and are exempt from the independanélblders’ approval requirements.

Upon completion of the Transfer, Xibei Power widldome a substantial shareholder of both Weihe
Power and Guanzhong Hotspring, and Xibei Powerh@tiome a connected person of the Company
with two connected relationships. Accordingly, @rlaong Hotspring, being an associate of Xibei
Power, will become a connected person of the Compéter completion of the Transfer, and the
Financial Assistance contemplated under the Emireist Loan Arrangement constitute connected
transaction of the Company under Rule 14A.13(2){ahe Listing Rules. As each of the applicable
percentage ratios as defined in Rule 14A.10 ofLikeng Rules is less than 2.5% and there are no
other prior transactions or relationship betweem@&/®ower and Guanzhong Hotspring that require
aggregation under Rules 14.22 and 14A.25, the EiabAssistance falls within the provision of
Rule 14A.66 and is only subject to the reporting announcement requirements and are exempt
from the independent shareholders' approval reopangs.

Details of the Transfer Agreement, the Sharehold&gseement and the Entrustment Loan
Arrangement are disclosed in this announcementalhtbe included in the next published annual
report of the Company in accordance with Rule 18A.4

DEFINITIONS
In this announcement, the following expressionsehae meanings set out below, unless the
context otherwise requires:

"associate(s) "connected each of which has the meaning ascribed to it utigeListing
person(s), "substantial Rules
shareholder(s)

"Chadwick" Chadwick Developments Limited, a company incorpegan
Hong Kong and a wholly owned subsidiary of the Camp

"Company" China Travel International Investment Hong Kong ited, a
company incorporated in Hong Kong whose ekare listed ¢
the Stock Exchange

"Directors" directors of the Company



"Entrustment Loan
Arrangement”

"Financial Assistancé

"Group"

"Guanzhong Hotspring'

"Hong Kong"

"Listing Rules"

"PRC"

"RMB"

"Shanxi Qinlong'

"Shareholders Agreemerit

"Stock Exchangé

"Transfer Agreement’

"Transfer"

“Weihe Power

the entrustment loan arrangement entered into leetWeeihe
Power, Western Trust and Guanzhong Hotspring 6 Qhune
2007 pursuant to which Weiliower agreed to provide a ci
deposit in the amount of RMB15fillion as security t
Western Trust to facilitate the making of a loan ugf to
RMB150 million by Western Trust to Guanzhong Hoirsgr

the financial assistance rqvided by Weihe Power
Guanzhong Hotspring under the Entrustment Lo
Arrangement

the Company and its subsidiaries

Ji BH G iR R R A | (Xianyang Guanzhong Hotspri
Company Limitegy a sino-foreign equity joint venture
company established in the PRC

the Hong Kong Special Administrative Region of fARC

the Rules Governing the Listing of Secwadion the Stoc
Exchange

the People's Republic of Chinand for the purpose of tf
announcement, excluding Hong Kong, the Macau Sk
Administrative Region and Taiwan

Renminbi, the lawful currency of the PRC

Btz e ) B 2w (Shanxi Qinlong Electri®ower Co.
Ltd.), a state-owned company established in the PRC

the shareholders agreement dated 30 July 200¥ebat the
Weihe Shareholders as the purchasér respect of tF
management and governance of Guanzhong Hotsasingin
venture company

The Stock Exchange of Hong Kong Limited

the transfer agreement dated 30 July 2007 betwdeine
Power as the seller and théfeihe Shareholders as -
purchasers in respect of the transfer of Weihe Psveguit)
interest in Guanzhong Hotspring

transfers of the equity interest in Guanzhong sdohg as
contemplated under the Transfer Agreement

Bk 75 98 W & M A R 2 | (Shanxi Weihe Power Co., Ltd.p
sino-foreign equity joint venture compasmgtablished in tr
PRC



"Weihe Shareholders collectively Chadwick, Shanxi Qinlong and Xibeawer

"Western Trust" PEEE LR A IR A 7 (Western Trust & Investment Co., Ltda),
company established in the PRC

"Xibei Power" PEdL Lk A R 2 7 (Northwest China Grid Company Limitgda
state-owned company established in the PRC

By Order of the Board
China Travel International Investment

Hong Kong Limited

Xiong Weiping
Vice Chairman & General Manager

Hong Kong, 30 July 2007
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