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(a joint stock company with limited liability incorporated in the People’s Republic of China)
(H Share Stock Code:00317)
CONNECTED AND DISCLOSEABLE TRANSACTION IN RELATION TO THE RELOCATION AGREEMENT
	RELOCATION AGREEMENT
On 26 April 2019, Wenchong Properties and Wenchong Shipyard entered into the Relocation Agreement, pursuant to which Wenchong Properties agrees to pay to Wenchong Shipyard a total of RMB1,400 million (including RMB558million as compensation for relocation and resettlement and RMB842 million as compensation for loss from shutdown) as the compensation for the relocation of Wenchong Shipyard from and handover of the Phase I Relocation Land of the Wenchong Shipyard Land and the loss from shutdown. 
The Relocation Agreement is subject to the approval of the shareholders of the Company.
IMPLICATIONS UNDER THE LISTING RULES
As one or more applicable percentage ratios in respect of the transaction contemplated under the Relocation Agreement exceed(s) 5% but is/are less than 25%, the transaction contemplated under the Relocation Agreement constitutes a discloseable transaction of the Company and is subject to the announcement and reporting requirements under Chapter 14 of the Listing Rules.
As at the date of this announcement, Wenchong Properties is a company held directly as to 100% by CSSC, which in turn is the controlling shareholder of the Company. As such, under Rule 14A.07(4) of the Listing Rules, Wenchong Properties is an associate of a connected person of the Company and the transaction contemplated the Relocation Agreement also constitutes a connected transaction of the Company. As one or more applicable percentage ratios in respect of the transaction contemplated under the Relocation Agreement exceed(s) 5% but is/are less than 25%, in addition to the reporting and announcement requirements, the transaction contemplated under the Relocation Agreement is also subject to independent shareholders’ approval requirements under Chapter 14A of the Listing Rules.
GENERAL
The annual general meeting of 2018 of the Company will be held on 28 May 2019, at which, among others, a resolution on the connected transaction in relation to the Phase I Relocation Agreement for Wenchong Shipyard signed by a controlling subsidiary of the Company will be proposed, seeking the approval from Independent Shareholdersfor the discloseable and connected transaction under the Relocation Agreement. CSSC and its associates (holding a total of 847,685,990 shares of the Company as at the date of this announcement, representing approximately 59.97% of the issued shares of the Company) will abstain from voting on the resolution in relation to the Transaction at the annual general meeting of 2018. The resolution will be passed as an ordinary resolution and voted on by poll in accordance with the requirements of the Listing Rules.

The Independent Board Committee of the Company will advise Independent Shareholders on the discloseable and connected transaction under the Relocation Agreement, and Vinco Capital Limited will be appointed as the Independent Financial Advisor to advise the Independent Board Committee and Independent Shareholders on the discloseable and connected transaction under the Relocation Agreement. 
A circular containing, among other things, (i) further details of the Relocation Agreement; (ii) a letter of opinions from the independent financial advisor to the independent board committee and independent shareholders on the transaction contemplated under the Relocation Agreement; and (iii) the recommendations from the independent board committee, is expected to be despatched to the Shareholders on or before 14May 2019. 
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Principal Terms of the Relocation Agreement
Date
26 April 2019
Parties
(1) Wenchong Properties; and 
(2) Wenchong Shipyard.
Subject matter
Wenchong Properties owns the real estate right and state-owned land use right in respect of the Wenchong Shipyard Land, and Wenchong Shipyard is the actual user of the Wenchong Shipyard Land. 
Pursuant to the overall planning of Guangzhou Municipal Government, the Wenchong Shipyard Land is no longer suitable for industrial use in shipbuilding in accordance with the function planning for the region in which it is located. In order to cope with the reconstruction and development by Wenchong Properties of old towns, old plants and old villages for the Wenchong Shipyard Land, Wenchong Shipyard has agreed to cease production atthe Phase I Relocation Land of the Wenchong Shipyard Land and will hand over the relevant assets. Wenchong Shipyard has made reasonable adjustment to the production plan relating to the Phase I Relocation Land, and will be responsible for arranging the demolition and removal of the existing buildings and structures erected on the land within the scope of demolition and the relevant demolition andreconstruction. Wenchong Properties has agreed to pay to Wenchong Shipyard a compensation of RMB1,400 million in total, includingRMB558million as compensation for relocation and resettlement andRMB842 million as compensation for loss from shutdown.
Payment method of compensation
The compensation shall be payable in cash. Wenchong Properties shall pay RMB714 million, being 51% of the total compensation, to Wenchong Shipyard by 30 April 2019; RMB686 million, being the remaining 49% of the total compensation, shall be payable by 29 April 2020. 
Liquidated damages
(i)
If Wenchong Properties fails to pay the compensation to Wenchong Properties in accordance with the requirements of the Relocation Agreement, it shall pay to Wenchong Shipyard liquidated damages of 0.05% of the delayed payment for each day of default. 
(ii)
If Wenchong Shipyard fails to complete the assignments set out in the Relocation Agreement within the period specified in the Relocation Agreement, it shall pay to Wenchong Properties liquidated damages for the period from 1 May 2019 calculated on the basis of RMB10 million each year (a period of less than one month shall be counted as one month) until the completion of handover of the Phase I Relocation Land in fullin accordance with the standards set out inthe Relocation Agreement. In such case, the progress of payment by Wenchong Properties under the Relocation Agreement shall be extended accordingly.
Conditions precedent
Completion of the Relocation Agreement is conditional upon the fulfilment or waiver, if applicable, of the following conditions: 
(i)
each of Wenchong Properties and Wenchong Shipyard has confirmed in writing on 26 April 2019 of the completion of the relocation from the Phase I Relocation Land of the Wenchong Shipyard Land;
(ii)
Wenchong Shipyard has performed its internal decision-making procedures in accordance with its articles of association and the relevant rules and has approved the matter contemplated under the Relocation Agreement, including the obtaining by the Company, as the ultimate controlling shareholder of Wenchong Shipyard, of the approval at a general meeting for the Transaction under the Listing Rules.
As at the date of this announcement, the condition (i) above has been fulfilled. 
Basis for determination of compensation
The compensation amount includes compensation for relocation and resettlement and compensation for loss from shutdown.

The compensation for relocation and resettlement was determined after considering the estimated demolition cost and reconstruction cost, including the expenses for packing and transporting fixed assets such as equipment and machinery to new plants, cost of wear and tear, insurance, new plant installation fees, the costs of demolition and removal of buildings and structures erected thereon and reconstruction cost, etc. 

The compensation for loss from shutdown was determined after considering the following factors: 

(i)
the economic loss to be suffered by Wenchong Shipyard during the period from the shutdown at the Phase I Relocation Land to the resumption of production;

(ii)
the compensation to be made by Wenchong Shipyard for the termination of employees due to changes in the place and position of work in accordance with the relevant requirements of the PRC government; and 

(iii)
the allowance to be paid by Wenchong Shipyard to its existing employees during the period from the shutdown at the Phase I Relocation Land to the resumption of production.

Based on the analysis above, the Directors, excluding the independent non-executive directors whose opinions will be provided after considering the advices from the Independent Financial Advisor) are of the view that the basis for determination of the compensation is fair and reasonable.
INFORMATION ON THE GROUP AND OTHER PARTIES
The Company
The Company is a large comprehensive marine and defense equipment enterprise group incorporating four sectors of maritime equipment being maritime defense equipment, maritime transport equipment, maritime development equipment and maritime expedition equipment. Currently, the Company has two major subsidiaries, namely GSI and Huangpu Wenchong, and their principal activities cover four major segments including defense equipment, shipbuilding, offshore engineering and non-ship business, with principal products of shipbuilding and marine products including military ships, special supporting ships, public service ships, oil tankers, feeder container ships, ro-ro passenger ships, semi-submerged ships and polar module carriers, offshore platform, as well as non-ship products including steel structures and sets of electromechanical equipment. 
Huangpu Wenchong
Huangpu Wenchong was established in the PRC on 1 June 1981. As at the date of this announcement, it is a non-wholly-owned subsidiary of the Company. Huangpu Wenchong is principally engaged in the manufacture of equipment for railways, ships, aerospace and other transportation equipment.
Wenchong Shipyard
Wenchong Shipyard was established in the PRC on 22 August 1981. As at the date of this announcement, Wenchong Shipyard is wholly-owned by Huangpu Wenchong. Wenchong Shipyard is principally engaged in the manufacture of equipment for railways, ships, aerospace and other transportation facilities.
Wenchong Properties
Wenchong Properties was established in the PRC on 30 November 2018 and is a company held directly as to 100% by CSSC. Wenchong Properties is principally engaged in metal ship manufacturing; project investment (excluding these projects the operation of which requires a permit and the projects prohibited by laws and regulations), property management; site leasing (excluding warehousing); housing leasing; manufacturing of marine equipment. 
REASONS FOR AND BENEFITS OF THE TRANSACTION AND FINANCIAL IMPACT ON THE GROUP
Production has been ceased at the Phase I Relocation Land of Wenchong Shipyard since 2019, and Wenchong Shipyard will proceed tohand over the relevant assets.Wenchong Shipyard has made reasonable adjustments to the product production plan involved in the Phase I Relocation Land. As such, the matter under the Relocation Agreement will have a minimal impact on the overall production and operation of Wenchong Shipyard and the Company.
Compensation for loss from shutdown and compensation for relocation andresettlement in the amount of RMB1,368 million under the Relocation Agreement represent the revenue for the contemporaneous periodand will increase total revenue of Wenchong Shipyard for  the contemporaneous period in2019 by approximately RMB1,368 million. Equipment and facilities demolition cost in the amount of RMB32 million will be included in profit or loss after deducting settlement cost upon completion of relocation from the Phase I Relocation Land. The exact accounting treatments are subject to the audit and confirmation of the auditors. It is expected that the Relocation Agreement will help increase the overall revenue of the Company and will have a positive effect on the financial position of the Company for 2019.
The Directors, excluding independent non-executive directors whose opinions will be provided after considering the opinions of the Independent Financial Advisor, are of the view that the terms of the Relocation Agreement were determined following arm’s length negotiations between Wenchong Properties and Wenchong Shipyard, are fair and reasonable, on normal commercial terms, and in the interests of the Company and its shareholders as a whole.
IMPLICATIONS UNDER THE LISTING RULES
As one or more applicable percentage ratios in respect of the transaction contemplated under the Relocation Agreement exceed(s) 5% but is/are less than 25%, the transaction contemplated under the Relocation Agreement constitutes a discloseable transaction of the Company and is subject to the announcement and reporting requirements under Chapter 14 of the Listing Rules.
As at the date of this announcement, Wenchong Properties is a company held directly as to 100% by CSSC, which in turn is the controlling shareholder of the Company. As such, under Rule 14A.07(4) of the Listing Rules, Wenchong Properties is an associate of a connected person of the Company and the transaction contemplated the Relocation Agreement also constitutes a connected transaction of the Company. As one or more applicable percentage ratios in respect of the transaction contemplated under the Relocation Agreement exceed(s) 5% but is/are less than 25%, in addition to the reporting and announcement requirements, the transaction contemplated under the Relocation Agreement is also subject to independent shareholders’ approval requirements under Chapter 14A of the Listing Rules.
GENERAL
The annual general meeting of 2018 of the Company will be held on 28 May 2019, at which, among others, a resolution on the connected transaction in relation to the Phase I Relocation Agreement for Wenchong Shipyard signed by a controlling subsidiary of the Company will be proposed, seeking the approval from Independent Shareholders for the discloseable and connected transaction under the Relocation Agreement. CSSC and its associates (holding a total of 847,685,990 shares of the Company as at the date of this announcement, representing approximately 59.97% of the issued shares of the Company) will abstain from voting on the resolution in relation to the Transaction at the annual general meeting of 2018. The resolution will be passed as an ordinary resolution and voted on by poll in accordance with the requirements of the Listing Rules.

The Independent Board Committee of the Company will advise Independent Shareholders on the discloseable and connected transaction under the Relocation Agreement, and Vinco Capital Limited will be appointed as the Independent Financial Advisor to advise the Independent Board Committee and Independent Shareholders on the discloseable and connected transaction under the Relocation Agreement.
A circular containing, among other things, (i) further details of the Relocation Agreement; (ii) a letter of opinions from the independent financial advisor to the independent board committee and independent shareholders on the transaction contemplated under the Relocation Agreement; and (iii) the recommendations from the independent board committee, is expected to be despatched to the Shareholders on or before 14May 2019. 
DEFINITIONS
In this announcement, unless the context requires otherwise, the following terms shall have the following meanings: 
	“A Share(s)”
	
	domestic share(s) of the Company with a nominal value of RMB1.00 each, listed on the Shanghai Stock Exchange

	“Board”
	
	the board of directors of the Company

	“Company”
	
	CSSC Offshore & Marine Engineering (Group) Company Limited, a joint-stock company incorporated in the PRC with limited liability, the H shares of which are listed on the Stock Exchange (H share stock code: 00317) and the A shares of which are listed on the Shanghai Stock Exchange (A share stock code: 600685)

	“connected person(s)”
	
	shall have the meanings ascribed to it under the Listing Rules

	“controlling shareholder”
	
	shall have the meanings ascribed to it under the Listing Rules

	“CSSC”
	
	China State Shipbuilding Corporation Limited (中国船舶工业集团有限公司), a state-owned enterprise and state-authorised investment institution directly supervised and managed by the State-owned Assets Supervision and Administration Commission. As at the date of this announcement, CSSC directly and indirectly holds 847,685,990 shares of the Company, representing 59.97% of the issued shares of the Company, and is the controlling shareholder of the Company

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

	“Group”
	
	the Company and its subsidiaries

	“GSI”
	
	Guangzhou Shipyard International Company Limited, a 76.42%-owned subsidiary of the Company

	“H Share(s)”
	
	the overseas listed foreign invested share(s) of the Company listed on the Stock Exchange

	“Hong Kong”
	
	Hong Kong Special Administrative Region of the PRC

	"Independent Board Committee"
	
	an independent committee of the Board established to consider the Transaction under the Relocation Agreement, comprising the independent non-executive Directors

	"Independent Shareholder(s)"
	
	shareholder(s) of the Company other than CSSC and its associates, who is/are not involved in or interested in the Transaction under the Relocation Agreement

	"Independent Financial Advisor"
	
	Vinco Capital Limited, a licensed corporation to carry outtype 1 (dealing in securities) and type 6 (advising on corporate finance) regulated activities under the Securities and Futures Ordinance, being the independent financial advisor engaged by the Company to advise the independent Board Committee and the Independent Shareholders on the discloseable and connected transaction contemplated under the Relocation Agreement

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

	“China” or “PRC”
	
	the People’s Republic of China, which, for the purposes of this announcement, excludes Taiwan, Hong Kong and the Macau Special Administrative Region of the PRC

	“Relocation Agreement”
	
	an agreement dated 26 April 2019 between Wenchong Properties and Wenchong Shipyard in relation to the compensation to be made by Wenchong Properties for the loss from shutdown, relocation and resettlement of Wenchong Shipyard 

	“RMB”
	
	Renminbi, the lawful currency of the PRC

	“Shareholder(s)”
	
	holder(s) of Share(s)

	“Share(s)”
	
	share(s) in the share capital of the Company with a nominal value of RMB1.00 each

	“Stock Exchange”
	
	The Stock Exchange of Hong Kong Limited

	“Transaction”
	
	pursuant to the Relocation Agreement, Wenchong Shipyard ceases production at and relocates from the Wenchong Shipyard Land for resettlement, and Wenchong Properties compensates Wenchong Shipyard for the loss from shutdown, relocation and resettlement of Wenchong Shipyard

	“Wenchong Shipyard”
	
	Guangzhou Wenchong Shipyard Co., Ltd, a wholly-owned subsidiary of Huangpu Wenchong

	“Wenchong Shipyard Land”
	
	a parcel of land located to the south of 1 Wenchuan Road, Huangpu District, Guangzhou, the PRC with a total site area of 63.8777 square metres

	“Phase I Relocation Land”
	
	the area to the west of Wenchuan Road and shipway of the Wenchong Shipyard Land

	“Wenchong Properties”
	
	Guangzhou Wenchong Properties Co., Ltd., a company 100% directly held by CSSC

	“Huangpu Wenchong”
	
	CSSC Huangpu Wenchong Shipbuilding Company Limited, a 69.02%-owned subsidiary of the Company

	“%”
	
	per cent


By order of the Board
CSSC Offshore & Marine Engineering (Group) Company Limited
Li Zhidong
Company Secretary
Guangzhou, 26 April 2019
As at the date of this announcement, the Board 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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