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KWOON CHUNG BUS HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

ANNOUNCEMENT

Acceleration of Exercise of Option and Purchase of 22,521,019 Shares by 

First Action Developments Limited from Wong Family Holdings Limited

WFHL and First Action have agreed to accelerate and modify the terms of the exercise of the Option and have on 3 August 2001, entered into an Acceleration of Option Agreement, pursuant to which WFHL has sold and First Action has purchased 22,521,019 Shares (representing approximately 5.72% of the issued share capital of the Company) at HK$ 2.588 per Share.

A Supplemental Agreement to the Subscription and Purchase Agreement amending certain provisions of the Subscription and Purchase Agreement has been entered into on the same date.

Confirmation has been obtained from the Executive that no general offer obligation would arise on the part of First Action upon the accelerated exercise of the Option in accordance with the terms of the Transaction (as defined below). As a result of the Transaction (as defined below), the shareholding interest of WFHL in the Company has reduced to approximately 31.75% and the shareholding interest of First Action in the Company has increased to approximately 29.98%.

Investors should exercise caution in dealing in the shares of the Company.


Background

Reference is made to the announcement of the Company dated 9 September 1999 relating to the Subscription and Purchase Agreement and the Option Agreement. 

Pursuant to the Option Agreement, WFHL (a substantial shareholder of the Company which had an approximately 37.47% shareholding interest in the Company immediately prior to the Transaction (as defined below)) was entitled to put, and First Action (a substantial shareholder of the Company which had an approximately 24.26% shareholding interest in the Company immediately prior to the Transaction (as defined below) and which is a 51.27% owned subsidiary of New World Development Company Limited, a company listed on the Stock Exchange) was entitled to call, during an exercise period commencing from 8 September 2002 to 8 October 2002, such number of Shares owned by WFHL such that First Action shall, taken together with the Shares held by First Action at the time of the exercise of the Option, hold 34.98% (or 0.02% less than the threshold level under the Code requiring a mandatory general offer) of the issued share capital of the Company at the time. If the Option had been exercised according to the terms of the Option Agreement, based on the number of Shares held by each of WFHL and First Action on 3 August 2001 before the Transaction (as defined below), and on the assumption that there would be no further issue of Shares before the completion of the exercise of the Option, the shareholding interest of WFHL in the Company would have been reduced to approximately 26.7% as a result of the exercise of the Option. The exercise price per Share was agreed to be the higher of HK$2.80 or a price-earnings multiple of the average basic earnings per Share for each of the financial years ending 31 March 2000, 31 March 2001 and 31 March 2002. 

WFHL and First Action have agreed on 3 August 2001 to accelerate the exercise of the Option and modify the exercise price per Share and the number of Shares to be transferred under the Option and have entered into the Acceleration of Option Agreement.

Acceleration of Option Agreement

Date:
3 August 2001

Parties:
WFHL (as vendor)


First Action (as purchaser)


NWS

Pursuant to the Acceleration of Option Agreement, WFHL has sold and First Action has purchased 22,521,019 Shares (the "Sale Shares"), representing approximately 5.72% of the issued share capital of the Company, at HK$2.588 per Share (the "Transaction"). As a result of the Transaction, the shareholding interest of First Action in the Company has increased to approximately 29.98% and the shareholding interest of WFHL in the Company has reduced to approximately 31.75%.

Completion takes place on the date of the Acceleration of Option Agreement. WFHL, First Action and NWS have agreed under the Acceleration of Option Agreement that upon Completion, the Option Agreement shall terminate immediately. There is no outstanding option arrangements between WFHL and First Action following such termination.

Purchase Price

The purchase price of HK$2.588 per Share is determined with reference to the minimum exercise price of HK$2.80 per Share set out in the Option Agreement and on a discounted value of money basis. The purchase price represents an approximately 197.5% premium over the closing price of the Shares of HK$0.87 on 3 August 2001.

The total purchase price for the Sale Shares payable to WFHL is HK$58,284,397 and is payable in cash.

Shareholdings of WFHL and First Action in the Company before the Transaction




Shareholding as a percentage




of the issued share capital of 


Number of Shares held

the Company (approx.)

WFHL
147,580,000

37.47%

First Action
95,572,000

24.26%

Shareholdings of WFHL and First Action in the Company after the Transaction




Shareholding as a percentage




of the issued share capital of 


Number of Shares held

the Company (approx.)

WFHL
125,058,981

31.75%

First Action
118,093,019

29.98%

Supplemental Agreement to the Subscription and Purchase Agreement

Date:
3 August 2001

Parties:
the Company


WFHL


Messrs. Wong


First Action


NWS

At Completion, the parties to the Subscription and Purchase Agreement entered into a Supplemental Agreement to amend certain provisions of the Subscription and Purchase Agreement.

The following undertakings and provisions in the Subscription and Purchase Agreement have been terminated or varied, as the case may be:

(a) 
The non-disposal undertaking by First Action not to sell, transfer or otherwise dispose of the Shares it acquired pursuant to the Subscription and Purchase Agreement and the Option Agreement, has been shortened from the period expiring on 13 October 2002 to the period expiring on 3 September 2001.

(b) 
The undertaking by Messrs. Wong to procure that WFHL will retain at least 60,000,000 Shares until the exercise of the Option granted under the Option Agreement has been terminated. 

(c) 
The undertaking by First Action that, for the period expiring on 13 October 2002, except with the prior written consent of WHFL, neither it nor any of its associates shall acquire further Shares so that the aggregate holding of Shares of First Action and its associates exceeds 25% of the then issued share capital of the Company, has been terminated.

(d) 
Since following the Transaction, WFHL remains the single largest shareholder of the Company, First Action is not entitled to appoint an additional director of the Company to replace a director serving as a nominated director of Messrs. Wong, which was originally contemplated by the Subscription and Purchase Agreement to be the case upon the exercise of the Option.

(e) 
WFHL has consented to the termination of the non-competition undertaking that, for the period commencing on 13 September 1999 and expiring on 13 October 2002, NWS, First Action or any of its associates (except for the Company) shall not operate or engage in non-franchised transportation bus services in Hong Kong.

Apart from the Subscription and Purchase Agreement, the Acceleration of Option Agreement and the Supplemental Agreement, there is no other material understanding or arrangement between the Company, WFHL and Messrs. Wong on the one hand and First Action and NWS on the other hand in relation to the on-going operations and control of the Company.

Since all of the terms of the Supplemental Agreement relate to the arrangements between WFHL and First Action, the Company has not, by virtue of being a party to the Supplemental Agreement, entered into any connected transactions (within the definition of chapter 14 of the Listing Rules) with any of its connected persons (as defined under the Listing Rules).

Rulings of the Executive

A confirmation was sought from the Executive in 1999 prior to the signing of the Subscription and Purchase Agreement that no general offer obligation would arise on the part of First Action upon the signing and completion of the Subscription and Purchase Agreement and/or the signing of the Option Agreement.

Confirmation has again been obtained from the Executive that no general offer obligation would arise on the part of First Action upon the accelerated exercise of the Option in accordance with the terms of the Transaction.

Definitions of capitalised terms used in this announcement:

"Acceleration of Option Agreement"
an acceleration of option agreement entered into between WFHL, First Action and NWS on 3 August 2001 for the purchase of 22,521,019 Shares by First Action from WFHL

"Board"
board of directors of the Company

"Code"
the Hong Kong Code on Takeovers and Mergers

"Company"
Kwoon Chung Bus Holdings Limited

"Completion"
completion of the Acceleration of Option Agreement which has taken place on the same date as the Acceleration of Option Agreement

"Executive"
the Executive Director of the Corporate Finance Division of the Securities and Futures Commission or any delegate of the Executive Director

"First Action"
First Action Developments Limited, a company incorporated in the British Virgin Islands with limited liability which is a wholly-owned subsidiary of NWS 

"Listing Agreement"
the listing agreement between the Stock Exchange and the Company

"Listing Rules"
the Rules Governing the Listing of Securities on the Stock Exchange

"Messrs. Wong"
Mr. Wong Chung Pak, Thomas, Mr. Wong Wing Pak and Mr. Wong Leung Pak, Matthew, executive directors of the Company

"NWS"
New World Services Limited, a company incorporated in the British Virgin Islands which is 51.27% owned by New World Development Company Limited

"Option"
Option over Shares to be transferred to First Action by WFHL pursuant to the Option Agreement, such number of further Shares as shall when taken together with the Shares held by First Action at the time of the exercise of the option, result in First Action holding 34.98% of the issued share capital of the Company at that time

"Option Agreement"
a put and call option agreement entered into between WFHL, First Action and NWS on 13 September 1999 pursuant to which WFHL has the right to put and First Action has the right to call for the Options

"Shares"
shares of par value HK$0.10 each in the share capital of the Company

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Subscription and Purchase Agreement"
a conditional subscription and purchase agreement entered into between the Company, WFHL, Messrs. Wong, First Action and NWS on 9 September 1999 for the subscription and purchase of an aggregate of 78,182,000 Shares by First Action

"Supplemental Agreement"
a supplemental agreement to the Subscription and Purchase Agreement entered into between the Company, WFHL, Messrs. Wong, First Action and NWS on 3 August 2001 amending certain provisions of the Subscription and Purchase Agreement

"WFHL"
Wong Family Holdings Limited, a company incorporated in the British Virgin Islands with limited liability and is wholly-owned as to one-third by each of Messrs. Wong

Investors should exercise caution in dealing in the shares of the Company.

By Order of the Board

KWOON CHUNG BUS HOLDINGS LIMITED

Wong Chung Pak, Thomas

Chairman

Hong Kong, 3 August 2001

The directors of the Company jointly and severally accept full responsibility for the accuracy of the information contained in this announcement and confirm, having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in this announcement have been arrived at after due and careful consideration and there are no other facts not contained in this announcement the omission of which would make any statements in this announcement misleading.
"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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