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FURTHER ANNOUNCEMENT ON NON-EXERCISE OF RIGHT OF FIRST REFUSAL AND MAJOR AND CONNECTED TRANSACTION REGARDING THE TRANSACTIONS UNDER THE DISPOSAL AGREEMENT

Reference is made to the announcement of CSSC Offshore & Marine Engineering (Group) Company Limited (the “Company”) dated 7 August 2019 in relation to the proposed disposal of 27.4214% equity interests in GSI to CSSC Holdings by the Company through issuance of shares by CSSC Holdings and the proposed non-exercise of the Right of First Refusal in respect of the proposed transfer of 30.9836% equity interests in Huangpu Wenchong and 23.5786% equity interests in GSI held by the Investors of GSI and Huangpu Wenchong, which will be acquired by CSSC Holdings through issuance of shares to the Investors (the “Announcement”). Unless otherwise defined in this announcement, capitalised terms used herein shall have the same meanings as those defined in the Announcement.
As stated in the Announcement, CSSC Holdings conditionally agrees to acquire the Sale Shares at the Preliminary Transfer Consideration of RMB2,891,259,289.63. The Preliminary Transfer Consideration was determined based on the preliminary valuation on the estimated valuation of the Sale Shares conducted by the Valuer using the asset-based approach. The valuation report on the final valuation (the benchmark date shall be the Acquisition Benchmark Date) to be prepared by the Valuer shall be submitted for filing at competent SASAC authority. The Final Transfer Consideration payable by CSSC Holdings to the Company for the acquisition of Sale Shares shall be the filed and approved appraised value of the Sale Shares. In case of any difference between the Final Transfer Consideration and the Preliminary Transfer Consideration, the Final Transfer Consideration shall prevail, and shall be confirmed, if required, by entering into supplementary agreement(s) between the Company and CSSC Holdings.
The "Valuation Report on Values of Total Shareholders’ Interests Involved in the Proposed Acquisition of 51% Equity Interests in Guangzhou Shipyard International Company Limited by China CSSC Holdings Limited through Issuance of Shares to CSSC Offshore & Marine Engineering (Group) Company Limited and New China Life Insurance Company Ltd. (Dongzhou Ping Bao Zi [2019] No. 0530) (東洲評報字【2019】第0530號《中國船舶工業股份有限公司擬向中船海洋與防務裝備股份有限公司及新華人壽保險股份有限公司等發行股份購買廣船國際有限公司51%股權涉及股東全部權益價值評估報告》)" (the “Valuation Report”) issued by the Valuer, Shanghai Orient Asset Appraisal Co., Ltd., in respect of the Transactions has been filed with SASAC of the State Council. According to the filed Valuation Report, as of 30 April 2019, the appraised values of the total shareholders’ interests of GSI were RMB10,541.0908 million. The capital reserve from allocation of the Exclusively State-Owned Capital Reserve to CSSC during the period from 30 June 2017 to 30 April 2019 shall be deducted from the valuation when calculating the consideration of the Transactions. Based on such calculation, the consideration for the transfer of 27.4214% equity interests in GSI held by the Company shall be equal to (Appraised values of 100% equity interests in GSI － Value of the capital reserve from allocation of the Exclusively State-Owned Capital Reserve to CSSC during the period from 30 June 2017 to 30 April 2019 ) × 27.4214% = RMB2,857.8832 million.
According to relevant rules under the Administrative Measures for Reorganisation, upon negotiation between the parties, it is determined that the price for shares to be issued by CSSC Holdings shall not be less than RMB13.24 per share, being 90% of the average trading price of the shares of CSSC Holdings in 120 trading days prior to the date of announcement in relation to the second meeting of the seventh session of the board of directors of CSSC Holdings (i.e. 5 April 2019). On 18 April 2019, CSSC Holdings announced the 2018 profit distribution plan, which was implemented on 30 May 2019. Based on the 2018 profit distribution plan of CSSC Holdings, the price of shares to be issued by CSSC Holdings under the Transactions shall be adjusted to RMB13.14 per share.
Based on the transaction consideration of GSI Equity Interests held by the Company and the price for shares to be issued by CSSC Holdings, the number of the Consideration Shares to be issued by CSSC Holdings to the Company shall be 217,494,916 shares. Upon completion of the Transactions, the Company is expected to hold approximately 5.15% equity interest in CSSC Holdings (the final number of the Consideration Shares to be issued is subject to approval at the general meeting of CSSC Holdings and by the CSRC).
According to the above adjustments, the Company entered into a supplemental agreement to the Disposal Agreement with CSSC Holdings on 12 September 2019, pursuant to which the parties agreed to fix the Final Transfer Consideration for Sale Shares at RMB2,857.8832 million. Based on the transaction consideration of GSI Equity Interests held by the Company and the price for shares to be issued by CSSC Holdings as well as the conclusion of the aforesaid relevant Valuation Report, the corresponding number of the Consideration Shares to be issued by CSSC Holdings to the Company shall be 217,494,916 shares (the final number of the Consideration Shares to be issued is subject to approval at the general meeting of CSSC Holdings and by the CSRC). Save for the aforementioned revisions and adjustments, there is no change in other terms of the Disposal Agreement.
Based on the adjustments to the Final Transfer Consideration and the Consideration Shares, the Disposal (and the acquisition regarding the Consideration Shares of CSSC Holdings) still constitutes a major and connected transaction under the Hong Kong Listing Rules. The Disposal Agreement and the Supplemental Agreement are subject to Independent Shareholders' approval requirement.
Upon the completion of the Transactions, the Company will only hold 46.3018% equity interests in GSI and accordingly will lose its control over GSI. GSI will no longer be consolidated into the financial statements of the Company, and is subject to adjustments in accordance with relevant requirements on accounting treatment for the loss of control over an investee as a result of partial disposal of equity investment under the Accounting Standards for Enterprises No.33-Consolidated Financial Statements. Specific accounting treatment is subject to the completion of the Transactions and results as audited and confirmed by the accountants.
A circular (the “Circular”) containing, among other matters, (i) further details of the non-exercise of Right of First Refusal and the Disposal Agreement; (ii) a letter of opinions from the Independent Financial Adviser to the Independent Board Committee and Independent Shareholders on the non-exercise of Right of First Refusal and the transactions contemplated under the Disposal Agreement; and (iii) the recommendations from the Independent Board Committee, is expected to be despatched to the Shareholders on or before 8 October 2019.
By order of the Board

                    CSSC Offshore & Marine Engineering (Group) Company Limited

Li Zhidong
Company Secretary
Guangzhou, 16 September 2019
As at the date of this announcement, the Board of the Company comprises eleven Directors, namely executive Directors Mr. Han Guangde, Mr. Chen Zhongqian, Mr. Chen Liping, Mr. Sheng Jigang, Mr. Xiang Huiming and Mr. Chen Ji, non-executive Director Mr. Shi Jun and independent non-executive Directors Mr. Wang Yichu, Mr. Min Weiguo, Mr. Liu Renhuai and Mr. Yu Shiyou.
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