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Ocean Grand Holdings Limited

海域集團有限公司*
(Incorporated in Bermuda with limited liability)

POSSIBLE DISCLOSEABLE TRANSACTION IN RELATION TO THE PROPOSED SPIN-OFF AND SEPARATE LISTING OF

OCEAN GRAND CHEMICALS HOLDINGS LIMITED

ON THE MAIN BOARD OF

THE STOCK EXCHANGE OF HONG KONG LIMITED

The Board is pleased to announce that a formal application was made on 26th November 2002 to the Stock Exchange for the Proposed Spin-off and the separate listing of, and permission to deal in, the OGCHL Shares in issue and to be issued under the Share Offer on the Main Board.

Ocean Grand Chemicals is primarily engaged in the production and trading of Electroplating Chemicals in the PRC and Hong Kong. Following implementation of the Proposed Spin-off, the Remaining Group will continue to focus on its businesses of the manufacturing and trading of aluminum extrusion products and stainless steel products in the PRC. The Remaining Group and Ocean Grand Chemicals have different and separate focus in terms of operations, products, markets and business plans.

Depending on the final offer price per OGCHL Share under the Share Offer and the expected market capitalisation of Ocean Grand Chemicals upon completion of the Share Offer, the Proposed Spin-off may constitute a discloseable transaction for the Company under Chapter 14 of the Listing Rules. Ocean Grand Chemicals is also a major subsidiary of the Company (as determined by reference to Practice Note 13 of the Listing Rules), the expected dilution of the Company’s equity interest in Ocean Grand Chemicals may be considered material as a result of the Proposed Spin-off. As a result of such possible dilution effects, pursuant to Practice Note 15 of the Listing Rules, the Proposed Spin-off may require the approval of the shareholders of the Company. 

It is currently intended that assured entitlements to certain OGCHL Shares will be provided to Qualifying Shareholders under the Share Offer, subject to certain conditions. However, the structure and details of such assured entitlements have not been finalized at this stage.

Further announcement will be made, if the Proposed Spin-off constitutes a discloseable transaction for the Company, and a circular containing, inter alia, details of the Proposed Spin-off, including the details of the related assured entitlements, as well as a notice of a special general meeting to be convened by the Company to approve the Proposed Spin-off (if applicable) and its related transactions will be despatched to the shareholders of the Company in due course.

As the listing of OGCHL Shares pursuant to the Proposed Spin-off and the Share Offer are subject to the approval of the Listing Committee and the final decisions of the Board and the OGCHL Board, shareholders of the Company and other investors are reminded to exercise caution when dealing in the securities of the Company.

INTRODUCTION

Reference is made to the announcement made by the Company dated 30th April 2002. This announcement is made pursuant to the requirements of paragraph 2 of the Listing Agreement. The Board wishes to announce that a formal application was made on 26th November 2002 to the Stock Exchange for the Proposed Spin-off and the separate listing of, and permission to deal in, the OGCHL Shares in issue and to be issued under the Share Offer on the Main Board. Kingsway Capital Limited has been appointed as the sponsor to Ocean Grand Chemicals for the Share Offer.

INFORMATION ON OCEAN GRAND CHEMICALS

Ocean Grand Chemicals is a wholly-owned subsidiary of the Company incorporated in Bermuda which is primarily engaged in the production and trading of Electroplating Chemicals in the PRC and Hong Kong. The business of Ocean Grand Chemicals was injected into the Group in 1999 and is currently an independent, separate and stand-alone operating unit of the Group’s other businesses of manufacturing of aluminum extrusion products and stainless steel products. 

Pursuant to the corporate reorganization to be implemented but before the Proposed Spin-off, Ocean Grand Chemicals will be indirectly owned as to 89.8% by the Company and as to 10.2% by certain private investors, which are independent third parties not connected with any of the Directors, chief executive or substantial shareholders of the Company or any of its subsidiaries. Ocean Grand Chemicals will become a holding company of all relevant subsidiaries (including Kenlap P.G.C. Manufacturer Company Limited) and businesses of the Group which relate to the Chemicals Business. Therefore, the businesses to be retained by the Group and the business of Ocean Grand Chemicals will be clearly delineated.

REASONS FOR AND BENEFITS OF THE PROPOSED SPIN-OFF

The Board believes that the Proposed Spin-off and the separate listing of OGCHL Shares will give rise to the following benefits:

Benefits to both the Group and Ocean Grand Chemicals:

(1)
By enabling the management team of two groups of companies to become more focused on their respective business areas, the Board believes that the Proposed Spin-off will enhance the decision-making processes, improve response time to market changes, gain operational efficiency and expedite business development. 

(2)
By making the performance of business operations of the two groups of companies more transparent, as well as linking management’s remuneration to company share price performance through share options. 

(3)
Given the different operating characteristics of the businesses of the Remaining Group and Ocean Grand Chemicals, the Proposed Spin-off will enhance the transparency of the performance of their respective business operations and provide investors with an opportunity to separately invest in the two companies.

(4)
The two groups of companies will be able to implement financing and business development plans such as mergers and acquisitions and joint ventures according to their specific needs.

(5)
Being the single largest shareholder of Ocean Grand Chemicals (both prior and subsequent to the Proposed Spin-off), the Company shall benefit from any appreciation of value in the Chemicals Business, creating added value for the shareholders of the Company.

Benefit to Ocean Grand Chemicals:

(6)
Subsequent to the possible separate listing, Ocean Grand Chemicals will be able to establish its own shareholder base who will be able to directly benefit from the growth of Chemicals Business. In addition, Ocean Grand Chemicals will have greater access to capital markets as a separate entity, with the ability to determine its capital structure and raise funds to meet its specific capital requirements. 

Following implementation of the Proposed Spin-off, the Remaining Group will continue to focus on its businesses of the manufacturing and trading of aluminum extrusion products and stainless steel products in the PRC. 

INFORMATION ON THE PROPOSED SPIN-OFF

It is currently proposed that the new OGCHL Shares to be issued under the Share Offer will be offered to the public in Hong Kong for subscription and for placing with certain professional, institutional and other investors, including employees of the Group and Qualifying Shareholders. It is expected that the Group’s percentage interest in the share capital of Ocean Grand Chemicals will be reduced to approximately 75% immediately following the Share Offer as a result of dilution effect from the Share Offer (assuming the over-allotment option is not exercised).

It is currently expected that the Share Offer and the Proposed Spin-off will be conditional on, amongst others, the following:

(1)
the Listing Committee granting approval for the listing of, and permission to deal in, the OGCHL Shares in issue and to be issued pursuant to the Share Offer (including OGCHL Shares to be issued upon the exercise of the options that may be granted under the share option scheme to be adopted by Ocean Grand Chemicals and over-allotment option); 

(2)
all relevant consents and approvals required for the implementation of the Proposed Spin-off having been obtained, if applicable; and

(3)
the obligations of the underwriters under the underwriting agreement to be entered into between, among others, the Company, Ocean Grand Chemicals and the underwriters in respect of the Share Offer becoming unconditional (including, if relevant, as a result of the waiver of any condition(s) by or on behalf of the underwriters) and the underwriting agreement not being terminated in accordance with its terms or otherwise, on or before the dates and times to be specified therein.

SPIN-OFF REQUIREMENTS

The Proposed Spin-off complies with the requirements of Practice Note 15 of the Listing Rules. Depending on the final offer price per OGCHL Share under the Share Offer and the expected market capitalisation of Ocean Grand Chemicals upon the completion of the Share Offer, the Proposed Spin-off may constitute a discloseable transaction for the Company under the Chapter 14 of Listing Rules. Ocean Grand Chemicals is also a major subsidiary of the Company (as determined by reference to Practice Note 13 of the Listing Rules), the expected dilution of the Company’s equity interest in Ocean Grand Chemicals may be considered material as a result of the Proposed Spin-off. As a result of such possible dilution effects, pursuant to Practice Note 15 of the Listing Rules, the Proposed Spin-off may require the approval of the shareholders of the Company.

ASSURED ENTITLEMENTS 

It is currently intended that Qualifying Shareholders will, subject to certain conditions, be given assured entitlements to certain OGCHL Shares under the Share Offer, if the Board and the OGCHL Board decide to proceed with the Proposed Spin-off and the conditions to the Share Offer are fulfilled. However, the structure and details of such assured entitlements have not yet been finalized at this stage. 

FURTHER ANNOUNCEMENT AND CIRCULAR

Further announcement will be made, if the Proposed Spin-off constitutes a discloseable transaction for the Company, and a circular containing, inter alia, details of the Proposed Spin-off, including the details of the related assured entitlements, as well as a notice of a special general meeting to be convened by the Company to approve the Proposed Spin-off (if applicable) and its related transactions will be despatched to the shareholders of the Company in due course.

GENERAL

Shareholders of the Company should note that the Proposed Spin-off and the Share Offer may or may not proceed, particularly, they will be subject to the approval of the Listing Committee and other factors including the market conditions. The decisions of the Board and the OGCHL Board to proceed with the Proposed Spin-off and Share Offer are dependent, inter alia, on market conditions prevailing at the time immediately before the Share Offer. Further, there can be no assurance that approval for the listing of and permission to deal in the OGCHL Shares at the Main Board will be granted by the Listing Committee of the Stock Exchange. In the event that the Proposed Spin-off and the Share Offer do proceed, they will be effected in compliance with the Listing Rules. The Company will make further announcements in relation to the Proposed Spin-off if and when necessary. 

As the Proposed Spin-off and Share Offer may or may not proceed, shareholders of the Company and other investors are reminded to exercise caution when dealing in the securities of the Company. 

DEFINITIONS

“Board”
the board of directors of the Company

“Company”
Ocean Grand Holdings Limited

“Chemicals Business”
the business involving the manufacturing and trading of Electroplating Chemicals used in electroplating processes of precious metals and in the refining of precious metals

“Director(s)”
director(s) of the Company 

“Electroplating Chemicals”
Chemicals compounds used for electroplating, including, inter alia, gold potassium cyanide, silver potassium cyanide, palladium diammine dichloride and rhodium sulphate

“Group”
Ocean Grand Holdings Limited and its subsidiaries, including Ocean Grand Chemicals

“Hong Kong”
the Hong Kong Special Administrative Region of The People’s Republic of China

“Listing Committee”
the listing sub-committee of the council of the Stock Exchange with responsibility for Main Board

“Listing Rules”
the Rules Governing the Listing of Securities on the Stock Exchange

“Listing Agreement”
the listing agreement entered into between the Stock Exchange and the Company

“Main Board”
the stock market operated by the Stock Exchange prior to the establishment of the Growth Enterprise Market (excluding the option market) and which continues to be operated by the Stock Exchange in parallel with the Growth Enterprise Market. For the avoidance of doubt, the Main Board excludes the Growth Enterprise Market

“Ocean Grand Chemicals”
Ocean Grand Chemicals Holdings Limited, a company incorporated in the Bermuda with limited liability

“OGCHL Board”
the board of directors of Ocean Grand Chemicals

“OGCHL Share(s)”
ordinary share(s) of HK$0.10 each in the capital of Ocean Grand Chemicals

“Proposed Spin-off”
the spin-off and separate listing of the OGCHL Shares on the Main Board

“PRC”
the People’s Republic of China

“Qualifying Shareholders”
shareholders of the Company appearing on the register of members of the Company on the Record Date (excluding overseas shareholders)

“Record Date”
the record date, to be determined by the Company, for ascertaining the Qualifying Shareholders who shall be entitled to the assured entitlements

“Remaining Group”
The Group other than Ocean Grand Chemicals and its subsidiaries

“Share Offer”
the offer of OGCHL Shares to the public in Hong Kong for subscription, the potential offer of OGCHL Shares to Qualifying Shareholders pursuant to the assured entitlements, and the placing of OGCHL Shares with certain professional, institutional and other investors, in connection with the listing of OGCHL Shares on Main Board

“Stock Exchange”
The Stock Exchange of Hong Kong Limited

By Order of the Board

Ocean Grand Holdings Limited

Yip Kim Po

Chairman

Hong Kong, 26th November 2002

*
For identification purpose only

Please also refer to the published version of this announcement in The Standard dated 27 November 2002.
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