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JUSCO STORES (HONG KONG) CO., LIMITED

吉之島（香港）百貨有限公司

(Incorporated in Hong Kong with limited liability)

Establishment of a Sino-foreign Equity 

Joint Venture in Shenzhen, PRC

Summary

The Company expects to enter into a conditional joint venture contract on 9th August, 2001 with 深圳中洲城市廣場有限公司 (Shenzhen Centralcon The City Plaza Co., Ltd) and 深圳現代友誼股份有限公司 (Shenzhen Modern Friendship Co., Ltd) to establish a sino-foreign equity joint venture in Shenzhen, PRC to carry on the business of investing in and operating general merchandise stores.

Introduction

The board of directors of Jusco Stores (Hong Kong) Co., Limited ("Company") are pleased to announce that, on 9th August, 2001, the Company expects to enter into a conditional joint venture contract ("JV Contract") with深圳中洲城市廣場有限公司 (Shenzhen Centralcon The City Plaza Co., Ltd) ("City Plaza Limited") and 深圳現代友誼股份有限公司 (Shenzhen Modern Friendship Co., Ltd) ("Friendship Store Limited"), each, together with its beneficial owners, an independent third party not connected with the directors, chief executive or substantial shareholders of the Company or any of its subsidiaries, to establish a Sino-foreign equity joint venture ("JV Company") in Shenzhen, the People's Republic of China ("PRC") to be known as 深圳吉之島友誼百貨有限公司 (Shenzhen Jusco Friendship Stores Co., Ltd).

The JV Company

The Company is engaged in the operation of general merchandise stores. Pursuant to the JV Contract, the JV Company will be established for a term of 30 years to be principally engaged in carrying on the business of investing in and operating general merchandise stores initially in Shenzhen.

The JV Company will have an initial registered capital of RMB55 million which will be contributed in cash as to 65 per cent. (equivalent to HK$33,411,215) by the Company, 9.99 per cent. by City Plaza Limited and 25.01 per cent. by Friendship Store Limited.

The board of directors of the JV Company will comprise nine directors of which six will be appointed by the Company. 

The obligations of the Company, City Plaza Limited and Friendship Store Limited under the JV Contract including the obligations to make payment of their respective contributions to the registered capital of the JV Company are subject to certain conditions being fulfilled on or before 15th April, 2002 including the condition that the JV Contract is approved by the relevant governmental authorities in the PRC. The Company's contribution towards the registered capital will be paid in Hong Kong dollars. The Company expects to finance its contribution to the registered capital of the JV Company through its internal resources. The joint venture parties' contribution towards the registered capital of the JV Company will be paid in four instalments prior to the commencement of business of the first general merchandise store of the JV Company (the "First Store"), namely, 15 per cent. within 3 months of the issue of the business licence of the JV Company, 25 per cent., 30 per cent. and 30 per cent. within one month, two months and three months respectively of delivery of possession of the shop premises to be occupied by the First Store. Apart from the Company's contribution to the registered capital, the Company has no commitment to make any further capital contribution to the JV Company.

It is proposed that the JV Company will open the First Store at the first level basement of The City Plaza, Shennan Road Central, Shenzhen, PRC occupying a floor area of approximately 20,000 square metres. The City Plaza is a large scale modern commercial complex owned and being developed by City Plaza Limited which will be connected to the Shenzhen Science Museum Station of the Shenzhen underground railway system currently under construction. The First Store is expected to commence business in the third quarter of 2002 following completion of construction of The City Plaza and will provide a one-stop shopping facilities carrying a full range of fashion, food, catering and household items.

Pursuant to a management contract (the "Management Contract") proposed to be entered into between the JV Company and the Company, the First Store will be operated and managed by the Company and the Company will receive an annual management fee based on the revenue of the First Store. The Company will also receive an annual trademark royalty from the JV Company based on the revenue of the JV Company, pursuant to a trademark licence contract (the "Trademark Licence Contract") proposed to be entered into between the JV Company and the Company. The Management Contract and the Trademark Licence Contract will also be executed (in the case of the JV Company, by the joint venture parties on its behalf) at the same time as the JV Contract.

The respective transactions under the Management Contract and the Trademark Licence Contract will constitute continuing connected transactions and will be subject to compliance with the relevant requirements applicable to such transactions under chapter 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited, unless exempted thereunder.

The directors of the Company believe that the terms of the JV Contract, the Management Contract and the Trademark Licence Contract, which have been arrived at after arm's length negotiations between the parties, are fair and reasonable. 

Also as a condition precedent to the joint venture parties' obligations to make contribution towards the registered capital of the Company, the JV Company will enter into a lease with City Plaza Limited for a term of fifteen years in respect of the shop premises to be occupied by the First Store in The City Plaza, which will be on normal commercial terms.

Reasons for the formation of the JV Company

Shenzhen is one of the most modern and rapidly developing cities in the PRC. The directors of the Company believe that there exists in Shenzhen a significant market demand for general merchandise stores with its population of four million and rising living standards. The formation of the JV Company, which is in line with the Company's plans to expand its current business in the Guangdong Province, will enable the Company to strategically increase its market share in the general merchandise store business in the Guangdong Province.

Shareholders and Investors should exercise caution in dealing in shares of the Company as the execution of the JV Contract and the formation of the JV Company may or may not proceed.

By order of the Board

Sozaburo Yamazaki

Managing Director

Hong Kong, 8th August, 2001

Please also refer to the publish version of this announcement in the HK iMail.
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