Please also refer to the published version of this announcement in the Hong Kong iMail.

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.wmf]
ROAD KING INFRASTRUCTURE LIMITED

(Incorporated in Bermuda with limited liability)

Discloseable Transaction

Disposal of Interests in Jieyang Highway Network

The Board announces that on 22nd June, 2001, the Vendors, which are the wholly-owned subsidiaries of RKI, have entered into the Jieyang Agreements with the Purchasers. Pursuant to the Jieyang Agreements, the Vendors agree to dispose of all their respective investment interests in the Jieyang JVs which in turn manage and operate the Jieyang Highway Network.

The aggregate sale price is RMB530.8 million (equivalent to approximately HK$496 million). The consideration has been arrived at after arm's length negotiations and is based on an independent valuation of the Interests. The terms of the Jieyang Agreements are on normal commercial terms. The Board considers the disposal of the Interests in the best interests of the Group. RKI intends for the proceeds from the disposal for the repayment of existing debts.

The disposal of the Interests pursuant to the Jieyang Agreements constitutes a discloseable transaction of RKI under the Listing Rules. A circular containing, inter alia, details of the Jieyang Agreements will be dispatched to the shareholders of RKI for information shortly. 

1. 
THE JIEYANG AGREEMENTS 

Set out below is a summary of the principal terms of the Jieyang Agreements: 

Date

PurchaserNote1

VendorNote2
Interests
ConsiderationNote3

22nd June, 2001 
(1)
Jieyang Highway 
Construction Investment Company 
(1)
Faith Grand 
Investment Limited 
50% interest 
in Jieyang 
Hong Jia 
Highway Co., 
Ltd. 
RMB128,230,000
(equivalent to 
approximately HK$119,800,000)

22nd June, 2001 
(2)
The General 
Company of Jieyang Highway & 
Construction 
(2)
Fortune Pioneer Investment Limited 
50% interest 
in Jieyang 
Hui Tong 
Highway Co., 
Ltd. 
RMB157,720,000
(equivalent to 
approximately HK$147,400,000)

22nd June, 2001 
(3)
Jieyang Hong Tong 
Stock Company 
Limited
(3)
Honour Universe Investment Limited 
50% interest 
in Jieyang 
Hong 
Jing Highway 
Co., Ltd. 
RMB129,000,000
(equivalent to 
approximately HK$120,500,000)

22nd June, 2001 
(4)
The General 
Company of 
Jieyang Highway 
& Bridge 
Construction
(4)
Smart Champion Investment Limited
50% interest 
in Jieyang Jun 
Tong Highway Co., 
Ltd. 
RMB115,850,000
(equivalent to 
approximately HK$108,200,000)

Note 1: 
The Purchasers are PRC enterprises under the administration and, the Board believes, the control of the Jieyang Municipal Highway Bureau. Save for being the joint venture partners in the Jieyang JVs, the Purchasers are independent of any director, chief executive, or substantial shareholder of RKI or any of its subsidiaries or any of their respective associates (as defined in the Listing Rules).

Note 2: 
The Vendors are wholly-owned subsidiaries of RKI and are incorporated in Hong Kong with limited liability.

Note 3: 
Due to the fact that the underlying assets in the Jieyang JVs are connected and form part of a road network, consideration has been valued and calculated on an aggregate basis, as agreed amongst the Purchasers. The consideration amounts as shown in the table above are indicative only.

Interests disposed:

The Vendors will sell their respective 50% investment interests in the Jieyang JVs to the Purchasers. Subsequent to the disposal, the Vendors will have no remaining interests in the Jieyang JVs. 

Consideration:

The aggregate consideration for the disposal of the Interests is RMB530.8 million (equivalent to approximately HK$496 million). Consideration is payable upon approval from the relevant PRC government authorities and the State Administration of Foreign Exchange of the PRC. The consideration has been concluded after arm's length negotiations between the parties by reference to factors including but not limited to the book investment cost of the Interests as at 31st May, 2001 at RMB482.6 million (equivalent to approximately HK$451 million), and an independent valuation of the Interests as at 1st June, 2001 at RMB480.6 million (equivalent to approximately HK$449 million), as appraised by Sallmanns (Far East) Limited, an independent valuer. 

The consideration will be paid in RMB but converted to Hong Kong dollars and remitted to a designated bank account of RKI after deducting related expenses. 

After deductions of related expenses, the estimated gain arising from the disposal at the Group level would be approximately RMB30 million (equivalent to approximately HK$28 million). The disposal will also enhance the cash flow position of the Group. However, upon the completion of the disposal transaction, the Board believes it may be difficult for RKI to recover the outstanding receivables in respect of minimum income undertakings due from the joint venture partners of the Jieyang JVs for approximately RMB143.9 million (equivalent to approximately HK$134.5 million). Hence, the Board considers it prudent to write these accounts receivable amounts down to nil. 

Conditions:

The disposal of Interests is subject to the approval of relevant PRC government authorities and the State Administration of Foreign Exchange of the PRC. 

Completion:

Completion will take place immediately after the relevant PRC government authorities have given their approvals on the disposal of the Interests and the Purchasers remitted the consideration in Hong Kong dollars into the Vendors' designated account in Hong Kong after the State Administration of Foreign Exchange of the PRC has given its approval on the conversion of payment from RMB into Hong Kong dollars. 

Termination:

The Vendors will have the right to terminate the Jieyang Agreements if the approvals from the relevant PRC government authorities and/or the State Administration of Foreign Exchange of the PRC in respect of the disposal of the Interests have not been obtained. 

2. 
INFORMATION ON THE JIEYANG JVs
The Jieyang JVs are four Sino-foreign co-operative joint ventures established in the PRC with a concession period of 30 years from the date of establishment. RKI's original investment in the Jieyang JVs is RMB513 million (equivalent to approximately HK$479 million). According to the audited accounts of the Jieyang JVs, Jieyang JVs reported aggregate net profits after taxation and extraordinary items of RMB25.5 million (equivalent to approximately HK$23.8 million) and RMB11.4 million (equivalent to approximately HK$10.6 million) for the years ended 31st December, 1999 and 2000 respectively. The Jieyang JVs' audited net asset value for the year ended 31st December, 2000 is RMB392 million (equivalent to approximately HK$366 million).

The Jieyang JVs were engaged in the development, construction, management and operation of the Jieyang Highway Network. 

3. 
REASONS FOR THE DISPOSAL OF THE INTERESTS

RKI is an investment holding company. The Group is principally engaged in the investment in and development, operation and management of toll highways and expressways in the PRC. In the light of the current investment and capital market environment, the Board believes that the disposal is in the best interest and benefit of the Group and its shareholders taken as a whole. 

4. 
INTENDED USE OF SALE PROCEEDS

The Board currently intends to use the net proceeds of approximately RMB508 million (equivalent to approximately HK$475 million) for the repayment of existing debts of the Group to further reduce its borrowing as well as gearing level. 

5. 
GENERAL

The disposal of the Interests pursuant to the Jieyang Agreements constitutes a discloseable transaction of RKI under the Listing Rules. A circular containing, inter alia, details of the Jieyang Agreements will be dispatched to the shareholders of RKI for information shortly. 

Terms used in this announcement: 

“Board”
the board of directors of RKI

“Group”
RKI and its subsidiaries 

“Interests” 
50% investment interests in each of the Jieyang JVs held by the Vendors

“Jieyang Agreements”
four agreements entered into between the Vendors and the Purchasers on 22nd June, 2001 in respect of the disposal of the Interests

“Jieyang Highway Network”
110.62 km of Class I/II Highway linking Jieyang City to Shantou, Fengshun, Chiwei and Chaozhou in Guangdong Province

“Jieyang JVs” 
(i)
Jieyang Hong Jia Highway Co., Ltd.


(ii)
Jieyang Hui Tong Highway Co., Ltd.


(iii)
Jieyang Hong Jing Highway Co., Ltd.


(iv)
Jieyang Jun Tong Highway Co., Ltd.


all of the above companies are Sino-foreign co-operative joint ventures established in the PRC

“Listing Rules” 
the rules governing the listing of securities on The Stock Exchange of Hong Kong Limited

“PRC” 
the People's Republic of China

“RKI” 
Road King Infrastructure Limited

“RMB” 
Renminbi, the lawful currency of the PRC

“HK$” 
Hong Kong dollars, the lawful currency of Hong Kong Special Administrative Region of the PRC 

By Order of the Board
WILLIAM ZEN WEI PAO
Chairman 
Hong Kong, 27th June, 2001

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