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Connected Transactions

*
CCHL entered into the Subscription Agreement with Wealthy Town pursuant to which Wealthy Town agreed to subscribe for 20,000,000 Shares and is granted options to subscribe for additional new Shares in the manner as detailed below.

*
It is intended that Mr. Chan, being the beneficial owner of Wealthy Town, will enter into a service contract with CCHL to serve as the Vice Chairman and Managing Director of CCHL for a term of 3 years on terms and conditions as CCHL and Mr. Chan may agree in writing.

*
The Shares to be subscribed by Wealthy Town pursuant to the Subscription Agreement will be subject to a 24-month lock-up period. Any subsequent disposal of the Subscription Shares will be subject to the first rights of refusal offered to CIHL and Mr. Chow and the Put Option as detailed below.

*
CCHL entered into the Sale and Purchase Agreement with two wholly owned subsidiaries of CIHL pursuant to which CCHL agreed to sell and the two subsidiaries of CIHL agreed to acquire CCHL's equity interest in, and loan to, PPR.

*
The Subscription Agreement constitutes a connected transaction of CCHL and will be subject to, inter alia, approval of shareholders of CCHL other than CIHL, Mr. Chow and their respective associates. The Sale and Purchase Agreement constitutes a connected transaction of each of CCHL and CIHL and is subject to the approval of the shareholders of CCHL other than CIHL and its associates.
SUBSCRIPTION AGREEMENT

Issuer:
CCHL

Subscriber:
Wealthy Town, which is wholly owned by Mr. Chan. Save for the proposed appointment of Mr. Chan as the Vice Chairman and Managing Director of CCHL, Mr. Chan is otherwise an independent third party not connected with the chief executive, directors or substantial shareholders of CCHL or its subsidiaries or any of their respective associates.

Other parties:
CIHL, the controlling shareholder of CCHL

Mr. Chow, the Chairman and a substantial shareholder of CCHL

Shares subscribed:

The subscription will be in 3 tranches as follows:


% of 
% of 
Subscription



No.
existing issued 
enlarged issued
price
Subscription


 of Shares
share capital
 share capital
 per Share
 Time/Period


HK$
First Tranche 

20,000,000
8.7%
8.0%
0.21
FirstSubscription Date

  Subscription

Second Tranche  
20,000,000
8.7%
7.4%
0.24
Within 18 months

  Option
immediately after the


  first anniversary date


of the First


Subscription Date

Third 
Tranche 
not more than
not more
not more
0.24
Within 18 months 

  Option

21,100,000
 than 9.2%
 than 7.3%

immediately after the


(note)



second anniversary







date of the First


 




Subscription Date

Note:

The number of Shares that could be subscribed under the Third Tranche Option shall not be more than 21,100,000 Shares and shall be determined by the formula: 

no. of Shares = A-B-C-D where

A
=
the number of Shares representing 20% of the total issued share capital of CCHL 


(as enlarged by the Shares to be issued pursuant to the Third Tranche Option) at 


the relevant time

B
=
the number of Shares issued pursuant to the First Tranche Subscription

C
=
the number of Shares issued or which may fall to be or could have been (if the 


relevant option had been exercised) issued pursuant to the Second Tranche Option

D
=
the number of Shares issued or which may fall to be or could have been (if the 


relevant option had been exercised) issued pursuant to the exercise of the Top-up 


Rights up to the date of the exercise of the Third Tranche Option

Set out below is the comparison between the subscription price and the market price of the Share:


Subscription price
Subscription price


of HK$0.21
of HK$0.24


% discount
% discount

Closing price of HK$0.30 per Share as at date hereof  
30.0%
20.0%

Average closing price of HK$0.2845 per Share for the

  10 trading days ended on 24th August, 2000
26.1%
15.6%

The maximum amount of proceeds (before expenses) receivable by CCHL pursuant to the Subscription Agreement will be approximately HK$14.1 million and will be used for working capital purposes.

As at the date hereof, CCHL does not have any warrants or convertibles outstanding which are convertible into Shares.

The right for Wealthy Town to subscribe under the Second Tranche Option and the Third Tranche Option is subject to Mr. Chan remains as a director of CCHL. The rights to subscribe for all the 20,000,000 Shares (and not part only) under the Second Tranche Option and not more than 21,100,000 Shares under the Third Tranche Option will be valid within the period stated above and will lapse and of no effect upon expiry. In the event Mr. Chan ceases to be a director of CCHL, the Second Tranche Option and the Third Tranche Option shall lapse and be of no effect after the last day on which he holds such office as a director of CCHL.

For so long as Wealthy Town holds not less than 10% of the issued share capital of CCHL and Mr. Chan remains a director of CCHL, Wealthy Town will have the Top-up Rights to subscribe for such number of Shares to maintain its percentage shareholding in CCHL from time to time in the event of an issue of Shares by CCHL pursuant to a fund raising exercise (which exclude the issue of Shares for consideration otherwise than for cash). The subscription price per Share payable by Wealthy Town shall be the weighted average price of the Shares to be issued pursuant to the relevant fund raising exercise.

All new Shares to be subscribed by Wealthy Town will be free from all liens, charges, security interests, encumbrances and adverse claims and will, when fully paid, rank pari passu in all respects with the other Shares in issue as at the date of issue.

Assuming Wealthy Town subscribes for all the Shares in full pursuant to the Subscription Agreement and assuming no disposal by Wealthy Town of the Shares and no changes in the issued share capital of CCHL other than issue of Shares pursuant to the Subscription Agreement, Wealthy Town will end up interested in 20% of the enlarged issued share capital of CCHL upon exercise in full of the Third Tranche Option. In this scenario, CIHL's and Mr. Chow's interest in CCHL will be diluted to approximately 29.8% and 14.3% respectively.

Conditions of the Subscription Agreement:

Completion of the Subscription Agreement is subject to:

(i)
listing of and permission to deal in the new Shares to be issued under the Subscription Agreement being granted by the Listing Committee of the Stock Exchange;

(ii)
approval by the shareholders of CCHL (other than CIHL, Mr. Chow and their respective associates) at a general meeting of the Subscription Agreement and the transactions contemplated thereunder;

(iii)
approval from the Bermuda Monetary Authorised in respect of the allotment and issue of the Shares contemplated under the Subscription Agreement; and

(iv)
the entering into of a service contract between Mr. Chan and CCHL within 1 month from the date of the general meeting to consider the Subscription Agreement.

Completion of the First Tranche Subscription shall take place on the First Subscription Date. If the above conditions are not fulfilled on or prior to 15th November, 2000 or such other date as may be agreed between CCHL and Wealthy Town, the Subscription Agreement shall terminate and neither party shall have any claim against each other.

Non-disposal undertaking by Wealthy Town:

Pursuant to the Subscription Agreement, Wealthy Town has undertaken to CCHL, CIHL and Mr. Chow that within a period of 24 months from the date of allotment and issue of each of the Subscription Shares pursuant to the Subscription Agreement, it will not dispose of or agree to dispose of or enter into any agreement or arrangement for the disposal of the Subscription Shares. Such restriction shall not apply if CIHL and Mr. Chow together cease to be beneficially interested in 35% of the issued share capital of CCHL or Mr. Chow ceases to be beneficially interested in 35% of the issued share capital of CIHL (save for the event of vendor top-up placing).

First rights of refusal:

Pursuant to the Subscription Agreement, so long as the 24-month lock-up period in respect of each tranche of Subscription Shares expires, Wealthy Town is free to dispose the Subscription Shares, subject to the first rights of refusal, after 24 months from the date of issue in accordance with the following table:

Time
No. of Subscription Shares


which can be sold

Period 1
Two years from the 
Nil
No disposal by Wealthy


date of issue
Town

Period 2
Any time after Period 1
25% of the 
Wealthy Town is free


up to and including the date
Subscription Shares
to dispose to any third 


on which Wealthy Town has
party


disposed of 25% of the


Subscription Shares

Period 3
Any time after Period 2
a number of Shares
Wealthy Town can


up to and including the date
representing 5% of
only sell to third party


on which Wealthy Town has
the issue share capital
after first offering


disposed an additional number
of CCHL at the relevant
to sell such Shares


of Subscription Shares
time provided such
to Mr. Chow and CIHL


representing in aggregate 5%
Shares are not subject
and such offer being


of the then issued share
to Period 1 selling restriction
refused by them


capital of CCHL

Period 4
1 year period after Period 3
Nil
No disposal by Wealthy 


Town

Period 5
Any time after Period 4 up to
a number of Shares
Wealthy Town can only


and including the date on which
representing the difference
sell to third party after


Wealthy Town has disposed the
between 50% of the Subscription
first offering to sell


first 75% of the Subscription
Shares and 5% of issueds
such Shares to Mr. Chow


Shares
hare capital of CCHL referred 
and CIHL and such offer


to Period 3
being refused by them

Period 6
Any time after Period 5
25% of the Subscription Shares
Wealthy Town is free


to dispose to any third party

Put Option:

Pursuant to the Subscription Agreement, Mr. Chow has granted to Wealthy Town the Put Option to sell the Shares subscribed under the First Tranche Subscription at HK$0.21 per Share during the 1 year period commencing on the first anniversary of the First Subscription Date. The Put Option is exercisable in respect of the whole of the 20,000,000 Shares and not part thereof. A consideration of HK$100 was paid by Wealthy Town to Mr. Chow for the grant of the Put Option.

Reasons for the Subscription Agreement:

CCHL and its subsidiaries are principally engaged in building construction and maintenance and civil engineering. Within 1 month from the date of the general meeting to consider the Subscription Agreement, it is intended that Mr. Chan will be appointed as the Vice Chairman and Managing Director of CCHL for a term of 3 years. A service agreement in this regard will be entered into between CCHL and Mr. Chan. Mr. Chan has substantial and proven experiences in the construction industry. The directors of CCHL believe that the appointment of Mr. Chan will add to the experience of the existing management.

Set out below is the biographies of Mr. Chan:

Mr. Chan Ka-Kui, F.R.I.C.S., F.H.K.I.S., J.P., is a past Chairman of The Royal Institution of Chartered Surveyors, Hong Kong Branch. He is the Chairman of Construction Industry Training Authority and also a member of the Hong Kong Town Planning Board and the Construction Advisory Board. He has 26 years' experience in the construction field.

SALE AND PURCHASE AGREEMENT

Parties:

Vendor:
Chevalier Construction (Hong Kong) Limited, a wholly   owned subsidiary of CCHL

Purchasers:
CIH and BMI, both wholly owned subsidiaries of CIHL

Assets involved:

CIH is to purchase the PPR Shares which represent 45% of the issued share capital of PPR. BMI is to purchase the benefit and advantage of the PPR Debt. PPR was incorporated in Hong Kong on 4th October, 1994 and is principally engaged in the design and construction for rehabilitation of drinking water, flushing water, cooling water, gas, sewages and drainage pipelines. PPR is owned as to 45% by CCHL and as to the remaining 55% by 3 parties who are independent from the chief executive, directors or substantial shareholders of CCHL or CIHL or their respective subsidiaries and their respective associates. The financial performance of PPR for the last two financial years ended 31st March, 1999 and 2000 is as follow:


Year ended 31st March,


1999
2000


(Audited)
(Audited)


HK$
HK$

(Loss) before tax
(409,838)
(2,589,921)

(Loss) after tax
(409,838)
(2,589,921)

The audited net tangible assets of PPR as at 31st March, 2000 was HK$6,956,204.

Consideration:
HK$19,448,000 for the PPR Shares.

HK$1,800,000 for the PPR Debt.

The consideration for the PPR Shares has been arrived at after arm's length negotiation between the parties and is equivalent to the total cost invested by CCHL into PPR. The consideration for the PPR Debt is equivalent to the face value of the debt outstanding. The total consideration of HK$21,248,000 shall be payable upon completion of the Sale and Purchase Agreement. CIHL shall finance the consideration from its internal resources. CCHL will use the proceeds for working capital purposes.

Condition:

Completion of the Sale and Purchase Agreement is conditional upon, inter alia, approval by the shareholders of CCHL (other than CIHL and its associates) at a general meeting of CCHL of the entering into of the Sale and Purchase Agreement and the transactions contemplated therein.

It is expected that completion of the Sale and Purchase Agreement shall take place on or before 15th November, 2000.

Reasons for the Sale and Purchase Agreement:

CIHL and its subsidiaries are principally engaged in the marketing, installation and maintenance of lifts, escalators, air-conditioning systems, electrical and mechanical systems, power equipment and industrial equipment; environmental engineering; supply and installation of building materials and equipment; sales, servicing and leasing of motor vehicles; trading; investment holding; property development and investment; and the sales and servicing of business machines and a wide range of voice and data communications equipment and services.

CCHL and its subsidiaries are principally engaged in building construction and maintenance and civil engineering.

The Sale and Purchase Agreement will enable CCHL and CIHL to realign their business activities by allowing CCHL to dispose its pipelines rehabilitation business to CIHL. The respective directors of CCHL and CIHL consider that the Sale and Purchase Agreement are in the interest of their respective shareholders and the terms thereof are fair and reasonable.

GENERAL

In view of the first rights of refusal given to CIHL (being the controlling shareholder of CCHL) and Mr. Chow (being the Chairman of CCHL), the Subscription Agreement constitutes a connected transaction of CCHL under the Listing Rules and is subject to the approval of the shareholders of CCHL other than CIHL, Mr. Chow and their respective associates. The Sale and Purchase Agreement constitutes a connected transaction for each of CCHL and CIHL. As the consideration under the Sale and Purchase Agreement exceeds 3% of the net tangible assets of CCHL but not CIHL, the Sale and Purchase Agreement will subject only to the approval of the shareholders of CCHL (other than CIHL and its associates). An independent board committee will be appointed to advise shareholders of CCHL on the terms of the Subscription Agreement and the Sale and Purchase Agreement. An independent financial adviser will be appointed to advise the independent board committee in this regard. A circular containing details of the above will be despatched to the shareholders of CCHL as soon as practicable.

DEFINITIONS

"BMI"
Brilliant Mark Investments Limited, a wholly owned subsidiary of CIHL

"CCHL"
Chevalier Construction Holdings Limited, a company listed on the Stock Exchange

"CIH"
CIH (BVI) Limited, a wholly owned subsidiary of CIHL

"CIHL"
Chevalier International Holdings Limited, the controlling shareholder of CCHL interested in approximately 37.3% of its issued share capital and is listed on the Stock Exchange

"First Subscription Date"
the business day following completion of the conditions of the Subscription Agreement

"First Tranche 
the first tranche subscription of 20,000,000 new 

  Subscription"
Shares by Wealthy Town at HK$0.21 per Share pursuant to the Subscription Agreement

"Mr. Chan"
Mr. Chan Ka Kui

"Mr. Chow"
Mr. Chow Yei Ching, the Chairman of CCHL and the Chairman and Managing Director of CIHL and who is interested in approximately 17.9% of the issued share capital of CCHL and approximately 49.0% of the issued share capital of CIHL

"PPR"
Preussag Pipe Rehabilitation Hong Kong Limited

"PPR Debt"
the debt of HK$1,800,000 owed by PPR to CCHL as at the date of the Sale and Purchase Agreement

"PPR Shares"
4,500,000 shares of HK$1.00 each in PPR, which represents 45% of its equity interest

"Put Option"
an option granted by Mr. Chow to Wealthy Town to sell the Shares subscribed under the First Tranche Subscription at HK$0.21 per Share

"Sale and Purchase
the sale and purchase agreement dated 24th August, 

  Agreement"
2000 between CCHL and CIH and BMI

"Second Tranche Option"
the right to subscribe for 20,000,000 new Shares by Wealthy Town at HK$0.24 per Share pursuant to the Subscription Agreement

"Share(s)"
share(s) of HK$0.10 each in the issued share capital of CCHL

"Subscription Agreement"
the subscription agreement dated 24th August, 2000 between CCHL, Wealthy Town, CIHL and Mr. Chow

"Subscription Share(s)"
the Share(s) to be subscribed pursuant to the Subscription Agreement

"Third Tranche Option"
the right to subscribe for not more than 21,100,000 new Shares by Wealthy Town pursuant to the Subscription Agreement

"Top-up Rights"
rights for Wealthy Town to subscribe for such number of Shares to maintain its percentage shareholding in CCHL from time to time in the event of an issue of Shares by CCHL pursuant to a fund raising exercise (which exclude the issue of Shares for consideration otherwise than for cash)

"Wealthy Town"
Wealthy Town Investments Limited, a company incorporated in the British Virgin Islands and is wholly owned by Mr. Chan


By Order of the Board
By Order of the Board


Chevalier Construction Holdings Limited
Chevalier International Holdings Limited


Chow Yei Ching
Chow Yei Ching


Chairman
Chairman and Managing Director

Hong Kong, 24th August, 2000

Please also refer to the published version of this announcement in the Hong Kong iMail, Hong Kong Economic Times & Hong Kong Economic Journal.
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