Please also refer to the published version of this announcement in the South China Morning Post.


The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy and completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.
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Dickson Concepts (International) Limited

(Incorporated in Bermuda with limited liability)

PROPOSED SPIN-OFF AND LISTING

ON THE GROWTH ENTERPRISE MARKET,

 AND SHARE OPTION SCHEMES, OF DICKSON 

CYBER CONCEPTS LIMITED, 

AND

CONNECTED TRANSACTION

Reference is made to the press announcement dated 5th June, 2000 in respect of the proposed spin-off and listing of Dickson Cyber Concepts Limited on the GEM board of The Stock Exchange of Hong Kong Limited.  The board of directors of Dickson Concepts  (International) Limited wishes to announce that a special general meeting of Dickson Concepts will be convened shortly to consider this and other related matters.

Proposed Spin-off and Listing of Dickson Cyber

The proposed spin-off is subject to Practice Note 15 of the Listing Rules.  As the estimated proceeds of the proposed spin-off may potentially represent more than 50 per cent. of the consolidated net assets of Dickson Concepts, the Board wishes to seek approval of the proposed spin-off by the shareholders of Dickson Concepts for the purposes of paragraph 3(e)(i) of Practice Note 15.

The listing of Dickson Cyber will, among other things, be conditional on:

(i) the approval by the shareholders of Dickson Concepts of the proposed spin-off and  listing of Dickson Cyber; 

(ii) the granting of waivers by the Stock Exchange in respect of various connected transactions which fall within the scope of Chapter 20 of the GEM Listing Rules;

(iii) the GEM Listing Committee of the Stock Exchange granting approval for the listing of, and permission to deal in, all the shares of Dickson Cyber in issue and to be issued as part of the proposed spin-off, including any additional shares which may fall to be issued pursuant to the exercise of an over-allotment option, or pursuant to the share option schemes mentioned below; and

(iv) the obligations of the underwriter of the proposed spin-off under the underwriting agreement to be entered into in respect of the proposed spin-off becoming unconditional and  not being terminated in accordance with the terms of such agreement or otherwise.

SHARE OPTION SCHEMES

Dickson Cyber conditionally adopted a pre-IPO share option scheme, and intends to adopt a share option scheme that allows for the granting of options after its listing on GEM.  Both the pre-IPO share option scheme and the share option scheme are subject to the approval of the shareholders of Dickson Concepts under Chapter 17 of the Listing Rules of the Stock Exchange.

CONNECTED TRANSACTION

A Consultancy and Professional Services Agreement dated 30th December, 1999 (as amended and restated with effect from that date on 29th April, 2000) was entered into between Dickson Cyber.com Limited, a wholly-owned subsidiary of Dickson Cyber, and Dickson Management Consultancy Limited, a company wholly-owned by Dr. Dickson Poon, the Group Executive Chairman of Dickson Concepts, for the provision to Dickson Cyber of consultancy and professional services on a cost reimbursement basis in respect of the establishment and development of the physical mall and cyber mall to be operated by Dickson Cyber, the making of which requires ratification and confirmation by the shareholders of Dickson Concepts at the special general meeting.  The Board of Dickson Concepts believed that, pursuant to exemptions contained in Chapter 14 of the Listing Rules, the Consultancy Agreement was not subject to disclosure or approval thereunder.  However, on recent discussion with the Stock Exchange in connection with the proposed spin-off, the Stock Exchange ruled that such exemptions are inapplicable, and that the transaction is a connected transaction, as DMC is an “associate” of a connected person under the Listing Rules by virtue of its status as a company wholly-owned by Dr. Dickson Poon.  The Stock Exchange has indicated that it reserves the right to take appropriate action against Dickson Concepts.

Despatch of Circular and Notice of Special General Meeting

A circular containing details of the proposed spin-off and listing of Dickson Cyber, the share option schemes and the connected transaction described above is expected to be despatched to shareholders shortly.  The circular will also include a letter of advice from an independent financial adviser to advise the shareholders of Dickson Concepts.  A notice convening a special general meeting of Dickson Concepts to consider certain of the above matters will accompany the circular.

Shareholders should note that the spin-off and listing of Dickson Cyber is conditional upon various approvals, including those described in this announcement.  In particular, there is no assurance that approval from the GEM Listing Committee of the Stock Exchange for the listing of and permission to deal in the shares of Dickson Cyber on the GEM board of the Stock Exchange will be granted.  Shareholders and potential investors are urged to exercise caution when dealing in the shares of Dickson Concepts.

Reference is made to the press announcement dated 5th June, 2000 issued by Dickson Concepts (International) Limited (“Dickson Concepts” and, together with its subsidiaries, the “Dickson Concepts Group”) in respect of the proposed spin-off and listing of Dickson Cyber Concepts Limited (“Dickson Cyber”), its wholly-owned e-commerce subsidiary, on the Growth Enterprise Market (“GEM”) of  The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).  As described in such announcement, application has been made to the Stock Exchange for listing of and permission to deal in the shares of Dickson Cyber.  

Following the announcement, the board of directors (the “Board”) of Dickson Concepts has discussed various aspects of the proposed spin-off and application for listing with the Listing Divisions of both the main board and the GEM board of the Stock Exchange.  As a result, the Board wishes to announce that a special general meeting of Dickson Concepts will be convened to consider and, if appropriate, approve the matters specified below.

Proposed Spin-off and Listing of Dickson Cyber
Background

Since 1996, the Dickson Concepts Group through its indirectly wholly-owned subsidiary, Dickson Trading (North America) Inc., has been actively pursuing the development of the Dickson Concepts Group’s e-commerce strategy.  Subsequently, Dickson Cyber was formed on 11th April, 2000 to act as the holding company for a new e-commerce business under Dickson Concepts.

Dickson Cyber’s first initiative is a “clicks and bricks” concept, DicksonCyber.com and Dickson CyberExpress.  DicksonCyber.com comprises six lifestyle portals offering consumers a wide range and depth of merchandise through the category killer concept.  Dickson CyberExpress is a complementary hi-tech physical mall occupying about 70,000 sq.ft. at Kowloon Station which will comprise the same six “worlds” as DicksonCyber.com.  Both DicksonCyber.com and Dickson CyberExpress are scheduled to be officially launched by October 2000.

The Board believes that the combination of the physical mall and the cyber mall will serve as a suitable platform for Dickson Cyber to expand its business.  The separate listing of  Dickson Cyber on the GEM board will provide more diversified funding sources for it to finance its existing operations and further expansion.  The Board also believes that the proposed listing will allow Dickson Cyber to establish a market price for its shares which, in turn, will be beneficial to the shareholders of Dickson Concepts taken as a whole.  Furthermore, the proposed listing will enhance Dickson Cyber’s ability to enter into strategic alliances which will broaden its business scope and prospects.

Proposed Spin-Off and Listing

The proposed spin-off is subject to Practice Note 15 of the Listing Rules of the Stock Exchange (the “Listing Rules”).  As the proposed spin-off may fall within paragraph 3(e)(i) of Practice Note 15, and therefore require approval by the shareholders of Dickson Concepts, the Board wishes to seek such approval.  In connection with such approval, Dickson Concepts will also send to its shareholders a circular providing full details of the proposed spin-off and its effect on Dickson Concepts.  The circular will include a letter of advice from an independent financial adviser.  Such circular will be despatched to the shareholders of Dickson Concepts as soon as practicable.  

Preferential Subscription Rights for Dickson Concepts Shareholders in Hong Kong

The Board intends to offer preferential subscription rights for shares in Dickson Cyber to shareholders of Dickson Concepts in Hong Kong.  However, details of such rights have not yet been decided upon by the Board and will be announced once available.

Conditions for Listing of Dickson Cyber

The listing of Dickson Cyber will, among other things, be conditional on:

(i) the approval by the shareholders of Dickson Concepts (other than the controlling shareholder, Dr. Dickson Poon, and his associates, who will abstain) of the proposed spin-off and  listing of Dickson Cyber; 

(ii) the granting of waivers by the Stock Exchange in respect of various connected transactions which fall within the scope of Chapter 20 of the GEM Listing Rules;

(iii) the GEM Listing Committee of the Stock Exchange granting approval for the listing of, and permission to deal in, all the shares of Dickson Cyber in issue and to be issued as part of the proposed spin-off, including any additional shares which may fall to be issued pursuant to the exercise of an over-allotment option, or pursuant to the share option schemes mentioned below; and

(iv) the obligations of the underwriters under the underwriting agreement to be entered into in respect of the proposed spin-off becoming unconditional and not being terminated in accordance with the terms of such agreement or otherwise.

Dickson Cyber Share Option Schemes

Conditional on approval by the shareholders of Dickson Concepts, Dickson Cyber adopted a pre-IPO share option scheme on 2nd June, 2000 by written resolutions of its sole shareholder, Dickson Cyber Concepts Holdings Limited, though no options have been granted thereunder at the date of this announcement.  Dickson Cyber also intends to adopt a share option scheme that allows for the granting of options after its listing on GEM.  Both the Pre-IPO share option scheme and the share option scheme (the “DCC Share Schemes”) are subject to the approval of the shareholders of Dickson Concepts under Chapter 17 of the Listing Rules, and the directors of Dickson Concepts will abstain from voting in relation to such approval (to the extent that they are also shareholders) in accordance with Chapter 17 of the Listing Rules.  A summary of the terms of the DCC Share Schemes will be included in the circular to shareholders which will accompany the formal notice of the special general meeting.

Connected Transaction

The following connected transaction has been entered into between a wholly-owned subsidiary of Dickson Cyber and Dr. Dickson Poon, the Group Executive Chairman of Dickson Concepts, and/or his associates.  As such it is subject to the requirements of Chapter 14 of the Listing Rules and accordingly requires disclosure to, and approval by, the shareholders of Dickson Concepts.  

Consultancy and Professional Services Agreement 

A Consultancy and Professional Services Agreement dated 30th December, 1999 (as amended and restated, the “Consultancy Agreement”) was entered into between Cyber.com, a wholly-owned subsidiary of Dickson Cyber, and Dickson Management Consultancy Limited (“DMC”), a company wholly-owned by Dr. Dickson Poon, for the provision to Dickson Cyber of consultancy and professional services in respect of the establishment and development of the physical mall and cyber mall (“the Project”).  The Consultancy Agreement was on 29th April, 2000 amended and restated with effect from 30th December, 1999, for the purpose (among other things) of placing an upper limit on the amount which Dickson Cyber committed to spend on purchasing hardware and software from third party suppliers, and of introducing arbitration provisions.

Major terms of the Consultancy Agreement

Under the Consultancy Agreement, DMC is entitled to receive a fixed consultancy fee of HK$130 million on a cost reimbursement basis, this fixed amount being equal to the parties’ pre-estimate of the cost to DMC of providing the relevant services.  In addition, Cyber.com is also obliged to purchase hardware and software recommended by DMC for the Project, from DMC’s recommended suppliers, at a cost of HK$110 million.  DMC will receive no commission in respect of these purchases.  These expenses, to the extent incurred before Dickson Cyber’s shares are listed on GEM, have been or will be funded by loans from the Dickson Concepts Group to Dickson Cyber and its subsidiaries.  The loans are interest-free and unsecured, and repayable on 3 months’ notice from Dickson Concepts or, if sooner, upon listing of Dickson Cyber’s shares on GEM.  Dickson Cyber may only terminate the Consultancy Agreement in the event of wilful default by DMC; the fixed consultancy fee referred to above is payable in full if Dickson Cyber terminates such Agreement in any other circumstance.  DMC has undertaken to ensure that, if its advice on purchases and otherwise is followed, the cyber mall and the physical mall will be ready for business on or before 30th September, 2000.

The consultancy and professional services provided for under the Consultancy Agreement include :

(a) the design and development of the portals for the cyber mall, the hi-tech infrastructure for the physical mall, the interphase between the two, and the provision of solutions and technical advice in respect thereof;

(b) advice on design, co-ordination and interphase possibilities and implementation mechanism in respect of the physical mall and the cyber mall;

(c)
preparation of a comprehensive list of hardware and/or software required for the cyber mall and the physical mall together with recommendations of suppliers for such hardware and software;

(d)
advice on warehousing, fulfillment and administration structure with respect to the planned businesses of the cyber mall and the physical mall;

(e)
advice on design and installation of multi-media special effects of the physical mall;

(f)
preparation of one or more detailed business development and implementation plans for Dickson Cyber’s business to business e-commerce, covering areas such as cashflow, inventory control, warehousing and fulfilment, administrative overhead control and technological requirements;

(g)
monitoring and reporting on performance of hardware and software and standard of service in both the cyber mall and the physical mall and providing continuing advice and recommendations on upgrade and improvement.

The Consultancy Agreement, which will expire on 30th September, 2002, provides Dickson Cyber, at estimated cost, with access to the administrative resources of a larger organisation at an early stage of Dickson Cyber’s existence when it would not be efficient for it to retain its own staff to undertake the functions to be performed by DMC.  In addition, by virtue of the scale of its operations, DMC is able to obtain better prices for hardware and software than Dickson Cyber could have obtained itself.

Requirements for Disclosure and Shareholder Approval

The Board of Dickson Concepts believed that, pursuant to exemptions contained in Chapter 14 of the Listing Rules, the Consultancy Agreement was not subject to disclosure or approval thereunder.  However, on recent discussion with the Stock Exchange in connection with the proposed spin-off, the Stock Exchange ruled that such exemptions are inapplicable, and that the transaction is a connected transaction, as DMC is an “associate” of a connected person under the Listing Rules by virtue of its status as a company wholly-owned by Dr. Dickson Poon.  The Stock Exchange has indicated that it reserves the right to take appropriate action against Dickson Concepts.  As the consideration for the Consultancy Agreement exceeds 3 per cent. of the consolidated net tangible assets of Dickson Concepts as disclosed in the latest published accounts, Dickson Concepts is required to comply with Rule 14.26 of the Listing Rules, including the publication of a paid announcement, obtaining shareholders’ approval of the ratification of the Consultancy Agreement (on which Dr. Dickson Poon and his associates will abstain from voting) and the issue of a circular disclosing full details of the transaction and containing independent financial advice to the shareholders of Dickson Concepts on the Consultancy Agreement.  In addition, the Board will establish a committee of independent directors to consider such advice and report to the shareholders thereon.

Despatch of Circular and Notice of Special General Meeting

A circular containing details of the proposed spin-off and listing of Dickson Cyber, the DCC Share Schemes and the Consultancy Agreement will be despatched shortly to the shareholders of Dickson Concepts together with notice of, and forms of proxy for, a special general meeting to consider and, if thought fit, approve the same.

This announcement is made by order of the Board of Dickson Concepts, and the Board of Dickson Concepts jointly and severally accepts responsibility for the accuracy of the information contained in this announcement.

Shareholders should note that the spin-off and listing of Dickson Cyber is conditional upon various approvals, including those described in this announcement.  In particular, there is no assurance that approval from the GEM Listing Committee of the Stock Exchange for the listing of and permission to deal in the shares of Dickson Cyber on the GEM board of the Stock Exchange will be granted.  Shareholders and potential investors are urged to exercise caution when dealing in the shares of Dickson Concepts.

By Order of the Board

Dickson Concepts (International) Limited

Edwin Ing

Executive Director & Company Secretary

Hong Kong, 5th July, 2000








9
DICKSON CONCEPTS-proposed spin-off and connected transaction

(5th July, 2000)


