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VOLUNTARY ANNOUNCEMENT
OPERATIONAL UPDATE

China Infrastructure Investment Limited (the “Company”, together with its subsidiaries, the 
“Group”) wishes to provide certain operational update of the Company, which includes: (i) detail 
of events leading to the current status of 新安中京燃氣有限公司 (Xinan Zhongjing Gas Company 
Limited*) (“Xinan Zhongjing”); (ii) latest development of the disposal of 49% equity interest 
in北京中港綠能投資諮詢有限公司 (Beijing Zhonggang Green Energy Investment Consulting 
Co., Ltd.*) (the “Intermediate Holding Company”); (iii) details of profit guarantee and gain 
on bargain purchase in relation to Forward Investment (PRC) Company Limited (“Forward 
Investment”); and (iv) current status of the ten residential properties at Las Pinadas, Clear Water 
Bay Road, Sai Kung, New Territories (the “Las Pinadas”).

EVENTS LEADING TO THE CURRENT STATUS OF XINAN ZHONGJING

Xinan Zhongjing is engaged in the operation of natural gas supply network in 新安產業集聚區
(Xinan Industrial Consolidation Park*), Xinan County, Luoyang City, Henan Province, the People’s 
Republic of China (the “PRC”).

On 15 August 2011, the Company completed the acquisition of 90% equity interest in Xinan 
Zhongjing. On 30 August 2011, the then general manager of Xinan Zhongjing reported to 
the Company that the first phase of pipeline construction was expected to be completed by 
mid-October 2011. In September 2011, there was reported prolonged rainfall in Xinan County, 
Henan Province, the PRC, which interrupted the construction progress as the site required adequate 
time to dry up before construction works could be carried out. On 26 September 2011, the then 
general manager reported that due to the prolonged rainfall, the construction was forced to stop 
as the site required adequate time to dry up before construction works could be carried out. The 
Company was then aware that the first phase of pipeline construction was unlikely to be completed 
by 31 October 2011.

On 14 October 2011, the then general manager of Xinan Zhongjing together with the other 
employees of Xinan Zhongjing committed to the Company that the first phase of pipeline 
construction would be completed by 31 December 2011.
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Despite the undertaking by the then general manager of Xinan Zhongjing to complete the first 
phase of pipeline construction by 31 December 2011 as mentioned above, the then general manager 
failed to complete his task. The Company had no choice but to replace him in January 2012 in 
order to better manage the construction progress and to ensure that no further delay would incur. 
However, the newly appointed general manager left Xinan Zhongjing to join a competitor in 
February 2012. The Company was only able to appoint a new general manager to Xinan Zhongjing 
in May 2012.

During the period from February to May 2012, Xinan Zhongjing continued the pipeline 
construction and the Company closely monitored the construction progress through assigning a 
full-time project manager to attend the progress meetings of Xinan Zhongjing. The first phase of 
pipeline construction was finally completed in June 2012.

Update on gas operating license application

As disclosed in the interim report of the Company for the six months ended 30 June 2012, Xinan 
Zhongjing delayed the progress of ventilation engineering, due to weather and personnel problems. 
Following the continuous efforts, Xinan Zhongjing successfully completed the ventilation test in 
October 2012 and met the ventilation conditions and commenced trial operation (which has since 
ceased pending the approval of a gas operating license). However, Xinan Zhongjing was required 
to obtain a gas operating license in accordance with the relevant laws and regulations in order to 
formally commence operation.

The directors of the Company (the “Directors”) were informed by the management of Xinan 
Zhongjing in early November 2012, stating that Xinan Zhongjing had received a project approval 
letter (洛陽市發展和改革委員會關於同意新安中京燃氣有限公司天然氣供氣管道工程項目開
展前期工作的函) from the National Development and Reform Commission of the Luoyang City 
dated 5 November 2012 (the “Project Approval Letter”). With the Project Approval Letter, Xinan 
Zhongjing was eligible to apply for a gas operating license.

In early 2013, the then head personnel of the Xinan Industrial Consolidation Park, whom the 
management of Xinan Zhongjing used to deal with, had been redesignated to other position in 
other area and a new head personnel had been appointed to replace the position. The new head 
personnel represented that he needed extra time to study the case of Xinan Zhongjing’s application 
and requested to re-run the whole application process.

On 18 January 2013, the Company’s chief executive officer (the “CEO”) had a site visit at Xinan 
Zhongjing and was informed that the application of a gas operating license was slow in progress 
due to the abovementioned change in head personnel of the Xinan Industrial Consolidation 
Park and the complicated application procedures which involve several different government 
departments. Therefore, the date of obtaining the gas operating license was uncertain. The CEO 
then instructed Xinan Zhongjing not to commence its operation of supplying natural gas until the 
gas operating license has been obtained. Therefore the timing for generating revenue from this 
project was delayed as additional time was required to obtain the relevant license.
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As of the date of this announcement, the license application is still under process but the new head 
personnel of Xinan Industrial Consolidation Park refused to give any indication with respect to the 
timetable for approval of the gas operating license. As such, the management of Xinan Zhongjing 
had tried to approach some other natural gas companies for strategic cooperation opportunities. In 
the Xinan Zhongjing management’s point of view, with the hand of the strategic partners, it can 
facilitate the gas operating license application process. The management of Xinan Zhongjing is 
under negotiation with some potential strategic partners but no binding agreement is closed as at 
the date of this announcement.

Based on the preliminary estimation by the Company, the approval of the gas operating license 
(the “Approval”) may be granted by the third quarter of this year. However, given the uncertainties 
surrounding the Approval as set out above, in particular, the Xinan Industrial Consolidation Park 
refused to give any indication with respect to the timetable for the Approval, the Company has 
no assurance that the grant of the Approval may fall within the period as set out above, if at all. 
Furthermore, as the situation develops over time, the expected date of the Approval may change. 
Further announcement will be made by the Company as and when the Approval is granted by the 
relevant authorities.

It should be noted that the Approval may or may not be granted, and if granted, may or may 
not fall within the period as set out above.

Financial performance and impairment losses related to Xinan Zhongjing

As disclosed in the Company’s annual report for the year ended 31 December 2012 (“2012 Annual 
Report”), the Company recognised impairment losses (the “Impairment Losses”) related to 
Xinan Zhongjing of approximately HK$74.4 million which included impairment loss recognised in 
respect of (i) intangible assets of approximately HK$39.9 million; (ii) goodwill of approximately 
HK$27.1 million; (iii) property, plant and equipment of approximately HK$4.9 million; and  
(iv) trade and other receivables of approximately HK$2.5 million.

A business valuation report of Xinan Zhongjing as at 31 December 2012 (the “Valuation 
Report”) has been conducted, which was then used as the reference and basis for the impairment 
tests on intangible assets, goodwill and property, plant and equipment of the Group. Save for 
the impairment loss recognised in respect of trade and other receivables, the Impairment Losses 
were made due to certain change in circumstances (the “Change in Circumstances”), including:  
(i) the abovementioned delay in commencement of operation of Xinan Zhongjing due to pending 
of the Approval; and (ii) delay in commencement of production or reduction in production capacity 
of most of the potential customers in Xinan Industrial Consolidation Park as a result of economic 
uncertainties. As a result of the Change in Circumstances, assumptions in the Valuation Report 
were revised and therefore leading to the Impairment Losses except for the impairment loss 
recognised in respect of trade and other receivables.

Notwithstanding that the Directors first became aware of the Change in Circumstances when the 
CEO went for the site visit on Xinan Zhongjing on 18 January 2013, the Directors were not able to 
determine whether such Change in Circumstances and deterioration in the cashflow forecast would 
lead to an impairment loss or not until the final valuation became available to the Company. Such 
valuation was provided by an independent professional valuer on 20 March 2013. The information 
in relation to impairment losses was included in 2012 Annual Report and the Company’s 
announcement of final results for the year ended 31 December 2012 which was published on  
28 March 2013.
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Impairment loss recognised in respect of trade and other receivables of approximately HK$2.5 
million was a prepayment to a supplier in relation to a supplier’s contract, which was entered 
into prior to the Company’s acquisition of 90% equity interest in Xinan Zhongjing. There is no 
indication that the supplier is willing to refund, therefore the Company recognised impairment loss 
on the prepayment of approximately HK$2.5 million.

For the financial year ended 31 December 2012, Xinan Zhongjing generated a revenue of 
approximately RMB58,000, which was derived from the sales of natural gas from the trial 
operation. The trial operation has since ceased pending the Approval.

The loss for the year ended 31 December 2012 of Xinan Zhongjing was approximately 
RMB3.6 million, taken into account the abovementioned impairment loss of the prepayment of 
approximately RMB2.1 million (equivalent to approximately HK$2.5 million).

THE DISPOSAL OF 49% EQUITY INTEREST IN THE INTERMEDIATE HOLDING COMPANY

A disposal agreement dated 20 March 2013 in relation to the disposal of 49% equity interest in 
the Intermediate Holding Company and the cancellation of the option to acquire the remaining 
51% effective interest in the Intermediate Holding Company was entered into by the Company and 
the purchasers for an aggregate consideration of HK$315.0 million (the “Disposal”). The reasons 
for the Disposal were mainly due to the performance of the management of the Changdongshun 
Group has failed to meet the expectations of the Directors, in particular, in respect of provision of 
financial information to the Company. An announcement of the Company setting out the details of 
the Disposal was published on 3 April 2013 and the Company expects the relevant circular to be 
despatched on or before 28 June 2013.

THE INVESTMENT IN 40% EQUITY INTEREST IN FORWARD INVESTMENT

On 10 December 2012, the Group completed the subscription of 40% equity interest (the 
“Subscription”) in Forward Investment, of which details of such transaction was included in the 
circular of the Company dated 2 November 2012. Through the Subscription, the Group acquired 
40% equity interest in 南京泰和盈科置業有限公司 (Nanjing Taihe Yingke Property Company 
Limited*) (“Nanjing Taihe Yingke”).

Up to the date of this announcement, both the construction progress and the pre-sale of residential 
property projects developed by Nanjing Taihe Yingke at Jiangning District of Nanjing performed 
well and were in line with the expectation. Approximately 140 of the service apartment units have 
been pre-sold with average selling price of approximately RMB11,600 per square meters.

Profit guarantee in relation to Forward Investment

Based on the consolidated accounts of Forward Investment for the year ended 31 December 
2012, Forward Investment suffered a loss and therefore would not be able to pay dividends to its 
shareholders (including Keen Gate Developments Limited (the “Subscriber”), a wholly owned 
subsidiary of the Company).
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As disclosed in the Company’s announcement dated 15 April 2013, pursuant to the agreement 
dated 27 September 2012 entered into between the relevant parties in relation to the Subscription 
by the Subscriber, Mr. Ye De Chao, Modern Admission Group Limited and Mr. Lee Kai Choi Eldon 
(collectively, the “Guarantors”) jointly and severally undertake to the Subscriber that, during the 
period the Subscriber remains as a shareholder of Forward Investment, the return to the Subscriber, 
being the dividend receivable from the Group’s equity interest in Forward Investment per annum, 
shall not be less than 12% of the consideration paid by the Subscriber for the Subscription, being 
HK$300.0 million (the “Consideration”). In the event the return to the Subscriber falls below such 
threshold, the Guarantors shall compensate the Subscriber on a dollar-for-dollar basis (the “Return 
Undertaking”) in cash on or before 15 May of each calendar year.

Upon the completion of the Subscription on 10 December 2012, the Return Undertaking would 
be prorated according to the actual calendar days, hence, the Return Undertaking for the year 
ended 31 December 2012 would be approximately HK$2.07 million (the “2012 Shortfall”). The 
Guarantors had compensated the Subscriber the 2012 Shortfall on 15 May 2013, as disclosed in the 
Company’s announcement dated 16 May 2013.

Gain on bargain purchase in relation to the Subscription

The gain on bargain purchase of approximately HK$54.1 million arised from the Subscription.

As mentioned above, completion of the Subscription took place on 10 December 2012. Based 
on the Company’s 40% share of the net fair values of the identifiable assets and liabilities of 
Forward Investment of approximately HK$354.1 million (the “Forward Investment Net Assets 
Fair Value”) as at 10 December 2012, the excess of the Forward Investment Net Assets Fair Value 
over the Consideration, being approximately HK$54.1 million was recognised as a gain on bargain 
purchase in the consolidated income statement of the Group.

Please also refer to note 19(b) to the Group’s consolidated financial statements in the 2012 Annual 
Report for details of the gain on bargain purchase.

UPDATE ON THE LAS PINADAS

As at the date of this announcement, nine out of the ten residential properties at the Las Pinadas 
had been leased to tenants. The property rentals kept steady growth. The current average monthly 
rent is approximately HK$22.30 per square feet. In accordance with properties valuation report, the 
fair value of such properties appreciated by approximately HK$36 million for the year ended 31 
December 2012. The investment in such properties plays an important role in enhancing the assets 
value of the Group while maintaining stable rental income sources for the Group.
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General

Please note that certain information contained in this announcement is only based on the 
preliminary assessment by the board of Directors (the “Board”) on currently available information, 
which have not been audited by the Company’s auditors. Shareholders of the Company and 
potential investors should exercise caution when dealing in the shares of the Company.

By Order of the Board
China Infrastructure Investment Limited

YE De Chao
Chairman

Hong Kong, 29 May 2013

As at the date of this announcement, the Board comprises Mr. Ye De Chao, Mr. Zhu Hai Hua, 
Mr. Zhou Guo Chang, Mr. Ji Xu Dong, Mr. Xu Xiao Jun and Ms. Lee Siu Yuk, Eliza as executive 
Directors; and Mr. He Jin Geng, Mr. Yu Hong Gao and Mr. Yuen Hon Ming, Edwin as independent 
non-executive Directors.
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