MTD CAPITAL BERHAD

(2.1) Agreements between PNCC and HCII and/or MTD EQUITY

(a) On October 11, 1999, PNCC entered into a Joint Venture Agreement with HCII to undertake the rehabilitation, upgrading, expansion, construction, operation and maintenance of SLEX through the new JV company, Manila South Tollway Corporation;

(b) On July 26, 2000, pursuant to the aforesaid Joint Venture Agreement, HCII and PNCC incorporated SLTC as the joint venture company to undertake the Project; 

(c) On August 22, 2000, the Joint Venture Agreement was subsequently amended wherein PNCC and HCII entered into an AJVA;

(d) On May 25, 2005, the PNCC Board of Directors acting on the request for reconsideration of HCII, confirmed the pursuance of the SLEX Project in accordance to the AJVA and negotiate for better terms in the subsequent documents to be entered into with HCII; and

(e) The Parties have executed the Preliminary Agreement, which are mutually acceptable and integral to the terms of the AJVA and the prospective Shareholders' Agreement envisaged in the AJVA, for the commencement of the submission of an updated Joint Investment Proposal (JIP) for the Project, which shall initiate the process of securing a STOA, with TRB.

(3.0) Preliminary Agreement

(3.1) The following are the salient terms of the Agreement:

SECTION I: Definition of Terms; Interpretation

(1.01) Fairness Valuation Statement refers to a statement containing the amount representing the cost of investment of MTD Equity in HCII and ultimately, in SLTC and in the O&M Company and other costs incurred by MTD Equity related to the investment of the Project, inclusive of interest, as certified by an independent accounting firm mutually selected from among the following: KPMG, Ernst & Young, PricewaterhouseCoopers and Delloitte Touche & Tohmatsu.

SECTION II: General Terms

(2.01) Condition Precedent

The rights and obligations of each Party under this Agreement are subject to the issuance by the Office of the Government Corporate Counsel to PNCC of a favorable closing legal opinion, which is deemed a condition precedent to the effectiveness of this Agreement.

(2.02) Joint Undertakings

The relevant Parties shall undertake the following acts in implementation of the AJVA:

(a) Preparation of an updated JIP for submission to the TRB;

(b) Negotiations with the TRB for the execution of the STOA for the Project;

(c) Execution of an agreement between PNCC and the O&M Company for the assignment of the usufruct in the Franchise (the Usufruct Agreement); and

(d) Procurement of the approval by the Office of the President of the STOA and the Usufruct Agreement. 

SECTION III: Share in the Gross Toll Revenues

(3.01) PNCC Share in the Gross Toll Revenues. 

HCII and MTD Equity agree to cause SLTC to pay PNCC, during the Concession Period, and commencing upon the Completion by SLTC and Operation by the O&M Company of any Project Toll Road or Segment, an increased PNCC Share equivalent to 1.75 percent of the Gross Toll Revenues for the first five (5) years, and three percent (3%) of the Gross Toll Revenues from the sixth (6th) year onwards, counted from the issuance of a Toll Operation Permit from the TRB, provided that, the increased PNCC Share, and the resulting Toll rate after imputing such increased PNCC Share in the financial model for the Project, is accepted by the TRB.

(3.02) First Priority 

The PNCC Share shall form part of the Operation and Maintenance budget of SLTC pursuant to the provision of the AJVA and shall be accorded first priority in the hierarchy of payments, subject only to the conformity of the TRB and the Lenders. 

SECTION IV: Performance Undertaking

(4.01) Equity Deposit 

Subject to the fulfillment of the condition precedent stipulated in Section 2.01 above, within seven (7) banking days from the signing of this Agreement and prior to the submission of the updated JIP, HCII and/or MTD Equity shall deposit the sum of Two Milllion Five Hundred United States Dollars (US$ 2,500,000.00) [the Equity Deposit] into an account of MTD Equity in a Philippine bank for the purpose of funding the initial outlays required for the expeditious implementation of the Project and subject to the following terms and conditions.

(i) The instruction to the Philippine bank which shall be valid for a ninety (90) days period from the date of deposit.

(ii) Upon the due execution of the STOA and the approval thereof by the President of the Philippines, the Equity Deposit shall, within five (5) banking days, be automatically transferred to the bank account of SLTC, which shall be recorded in the books of SLTC either as an equity contribution or as advances by HCII.

(iii) In the event that a STOA is not executed and approved within the ninety (90) days period, MTD Equity has the option to withdraw the Equity Deposit, at which time both PNCC and HCII shall negotiate in good faith on how best to proceed with the partnership envisioned in the AJVA.

HCII shall have the option of applying the Equity Deposit against the unpaid balance of its initial subscription in SLTC or against the payment of a subscription to new shares in SLTC.

(4.02) Undertaking in respect of Committed Fund. MTD Equity will obtain a corporate guarantee issued by MTD and/or any of its affiliates listed on the Bursa Malaysia Securities Berhad at the option of MTD Equity, for the performance by SLTC of the following commitments:

(a) Payment of the amount of Philippine Pesos One Hundred Ten Million (P110,000,000) to PNCC for the purpose of funding its personnel retrenchment costs, upon the takeover by the O&M Company of the operation and maintenance of the SLEX (the Retrenchment Fund); and

(b) Payment of the amount of Philippine Pesos Two Hundred Fifty Million (P250,000,000) to PNCC, in exchange for the right of HCII to own up to sixty percent (60%) of the O&M Company (the O&M Rights Payment). 

HCII shall cause SLTC to disburse the O&M Rights Payment to PNCC within five (5) banking days from the date of issuance of the Toll Operation Permit. 

(4.03) Share Restrictions

MTD Equity shall acquire and retain, either in its own name or in the name of an Affiliate, a minimum of sixty seven percent (67%) of the issued and outstanding voting equity of HCII, upon the signing and approval of the STOA and until the issuance of by the TRB of the relevant Toll Operation Permit for any Project Toll Road or Segment. 

(4.04) Events of Disengagement

Notwithstanding the provision in the AJVA on Default and Termination, following the signing and approval of the STOA, MTD Equity and/or HCII either:

(a) Files a petition for suspension of payments or corporate rehabilitation, becomes bankrupt, declares insolvency, or disposes of all or substantially all of its assets that renders it incapable of providing the necessary equity financing in HCII and/or SLTC for the Project, or that renders it incapable of raising loan financing for the Project, which in turn results in SLTC being called in default under the STOA by the TRB; or

(b) Indicates or expresses a clear lack of interest or corporate decision to withdraw from or not to proceed with the Project;

MTD Equity shall, within a period of ninety (90) days from the occurrence of either of the said events, cause HCII to sell its entire shares in SLTC and the O&M Company to a third party investor acceptable to both PNCC and the TRB, failing which, PNCC shall have the right to either purchase the shares of HCII for its own account, or sell the shares on behalf of HCII at a price to be agreed upon between PNCC and MTD Equity, provided that, such price shall not be lower than the amount contained in the Fairness Valuation Statement.

(4.05) Reconsideration of Prior Resolutions

PNCC shall undertake to perform the following: 

(a) Furnish HCII a certified copy of PNCC Board resolution that this Agreement supercedes any and all resolutions previously issued by its Board of Directors that run counter to the AJVA, including, but not limited to, any resolutions declaring HCII in default of the AJVA;

(b) Cause the termination of its joint venture agreement with the National Development Corporation ("NDC") regarding the same Project; and

(c) Cause the formal withdrawal of the JIP submitted by PNCC and NDC to the TRB. 

PNCC shall present to HCII and MTD Equity written proof compliance with the foregoing obligation within two (2) working days upon receipt of proof of the deposit of the amount referred to in Section 4.01 above.

SECTION V: Master Franchise

(5.01) Extension of the Term of the Franchise

PNCC shall endeavour to cause the legislative extension of its Franchise over the SLEX. HCII and MTD Equity undertake, either in their own names or through their affiliates, not to oppose the application to be filed by PNCC for the extension of the term of its Franchise, nor compete with PNCC for the grant of a legislative franchise similar to the Franchise. 

The extension of the term of its Franchise with respect to the Project Toll Roads is intended to redound to the benefit of SLTC to secure in its favor the Concession to be granted pursuant to the STOA and to allow SLTC to fully enjoy the rights, benefits and privileges thereof for the entire Concession Period. 

The benefit of any prospective extension of the Franchise with respect to the Project Toll Roads shall be assigned by PNCC to SLTC and to the O&M Company in the STOA and the Usufruct Agreement, respectively. 

(5.02) The Parties agree that this Section V shall be fully applicable in the event the Philippine Government, through any of its agencies, instrumentalities and corporations, as the majority shareholder of PNCC opts to apply for a franchise similar to the Franchise, through another corporation of its choice, in lieu of having PNCC apply for the extension of the term of the Franchise. 

In such event, PNCC undertakes to obtain in favor of SLTC and the O&M Company, the benefit of and/or usufruct in such franchise for the purpose of securing the full benefit of the Concession to SLTC and the O&M Company for the duration of the Concession Period.

SECTION VI: Miscellaneous

(6.01) Shareholders' Agreement

The Shareholders' Agreement to be executed between PNCC and HCII shall contain the relevant provisions of this Agreement, as well as such other provisions that are necessary, desirable and appropriate to the implementation of the AJVA.

(4.0) Rationale

The execution of this Preliminary Agreement is deemed substantial compliance with the requirement under the AJVA, which prescribes the execution of a Shareholders' Agreement between PNCC and HCII for SLTC, a condition precedent to the validity and effectiveness of the AJVA which the Parties agrees to proceed to fully implement and to commit to continuation of their joint venture and the pursuance of the Project.

This announcement is dated 30 June 2005.

