SCOMI MARINE BHD (FORMERLY KNOWN AS HABIB CORPORATION BERHAD) (“SCOMI MARINE” OR “COMPANY”)
(i) PROPOSED DIVESTMENT OF THE JEWELLERY BUSINESS OF SCOMI MARINE TO M.S. HABIB HOLDINGS SDN BHD (“MSHH” OR “PURCHASER”) BY SCOMI MARINE FOR A TOTAL CASH CONSIDERATION OF RM89,728,000 (WHICH INCLUDES SETTLEMENT OF THE AMOUNT OWING BY THE JEWELLERY BUSINESS OF RM43,327,000 TO SCOMI MARINE) (“PROPOSED DIVESTMENT”);

(ii) PROPOSED MODIFICATION TO THE TERMS OF THE REDEEMABLE CONVERTIBLE CUMULATIVE PREFERENCE SHARES OF RM0.01 EACH IN SCOMI MARINE (“RCCPS”) (“PROPOSED MODIFICATION”); AND
(iii) PROPOSED EXEMPTION TO SCOMI GROUP BHD (“SCOMI”) AND PARTIES ACTING IN CONCERT WITH SCOMI (“PACS”) FROM THE OBLIGATION TO UNDERTAKE A MANDATORY OFFER ON ALL THE REMAINING ORDINARY SHARES OF RM1.00 EACH IN SCOMI MARINE (“SCOMI MARINE SHARE”) NOT ALREADY OWNED BY SCOMI AND ITS PACS UPON THE CONVERSION OF THE RCCPS HELD BY SCOMI INTO SCOMI MARINE SHARES SUBSEQUENT TO THE PROPOSED MODIFICATION (“PROPOSED EXEMPTION”)

(COLLECTIVELY REFERRED TO AS THE “PROPOSALS”)

1. INTRODUCTION

On behalf of the Board of Directors (“Board”) of Scomi Marine, Commerce International Merchant Bankers Berhad (“CIMB”) wishes to announce the following:

(a) proposed divestment of the jewellery business of Scomi Marine to MSHH for a total cash consideration of RM89,728,000 (which includes settlement of the amount owing by the Jewellery Business of RM43,327,000 to Scomi Marine);

(b) proposed modification to certain terms of the RCCPS; and

(c) proposed exemption to SCOMI and its PACs from the obligation to undertake a mandatory offer on all the remaining Scomi Marine Shares not already owned by SCOMI and its PACs upon the conversion of the RCCPS held by SCOMI into Scomi Marine Shares subsequent to the Proposed Modification.

2.
DETAILS OF THE PROPOSALS

2.1 Proposed Divestment

On 25 January 2006, Scomi Marine entered into a conditional share sale agreement (“SSA”) with MSHH for the divestment of the jewellery business.  Pursuant to the SSA, Scomi Marine agrees to sell and MSHH agrees to purchase the entire issued and paid-up share capital of the Jewellery Business (as defined below), free from any encumbrances and with all rights attached, for a total cash consideration of RM46,401,000 (“Disposal Consideration”).

The Proposed Divestment involves the divestment of the following:

(a) 3 ordinary shares of RM1.00 each, representing the entire share capital of Cantik Jewellery Sdn Bhd (formerly known as CZ Jewelry Center Sdn Bhd) (“CJSB”);

(b) 11,410,000 ordinary shares of RM1.00 each, representing the entire share capital of Habib Jewelry Manufacturing Sdn Bhd (“HJM”);

(c) 1,000,000 ordinary shares of RM1.00 each, representing the entire share capital of Habib Jewels Sdn Bhd (“HJSB”);

(d) 1,500,000 ordinary shares of RM1.00 each, representing the entire share capital of Haji M.A. Habib Mohamed Sdn Bhd (“HMA”);

(e) 150,002 ordinary shares of RM1.00 each, representing the entire share capital of Habib Jewels Franchise Sdn Bhd (“HJF”); and

(f) 1,500,000 ordinary shares of RM1.00 each, representing the entire share capital of Habib Jewels (Johor) Sdn Bhd (“HJJ”).

(Collectively, the companies above are referred to as the “Jewellery Business” and the shares above are referred to as the “Sale Shares”).

MSHH will also undertake to settle the net amount owing by the Jewellery Business to Scomi Marine amounting to RM43,327,000 (“Inter-Company Debt”) (“Settlement Sum”).  

(Both the Disposal Consideration and the Settlement Sum are hereinafter referred to as the “Payment Sum”).

2.1.1
Salient Terms of the SSA

The salient terms of the SSA are as follows:

(a)
Satisfaction of Payment Sum

The Payment Sum shall be satisfied in cash by the Purchaser in the following manner:

(i)
upon the execution of the SSA, the Purchaser shall pay to Scomi Marine a deposit of RM8,972,800 representing 10% of the Payment Sum (“Deposit”);

(ii)
the Purchaser shall pay RM26,918,400 to Scomi Marine representing 30% of the Payment Sum on a date being no later than fourteen (14) days after all the conditions precedent set out in the SSA have been fulfilled or waived or any other date as Scomi Marine and the Purchaser (“Parties”) may mutually agree upon in writing (“Completion Date”);

(iii)
the Purchaser shall pay RM26,918,400 to Scomi Marine (representing 30% of the Payment Sum) within and no later than six (6) months after the Completion Date; and

(iv)
the Purchaser shall pay RM26,918,400 to Scomi Marine (representing 30% of the Payment Sum) within and no later than twelve (12) months after the Completion Date.

(b)
Security for Payment Sum
As performance security for MSHH’s payment obligations, the Purchaser shall on the Completion Date, procure the issuance of bank guarantee(s), in form and substance acceptable to Scomi Marine, in favour of Scomi Marine for the aggregate amount of any unpaid portion of the Payment Sum referred to in sections 2.1.1(a)(iii) and 2.1.1(a)(iv) above.

(c)
Conditions Precedent

The SSA shall be conditional upon the following conditions precedent being fulfilled by the Approval Date (being the date falling six (6) months from the date of the SSA) or such other date as the Parties may mutually agree upon in writing (“Extended Approval Date”):

(i)
Scomi Marine having applied for and obtained the approval of the Securities Commission (“SC”) for the sale of the Sale Shares to the Purchaser in accordance with the condition imposed by the SC via its letter to Scomi Marine dated 23 June 2005;

(ii)
the Purchaser or Scomi Marine on behalf of the Purchaser having applied for and obtained the approval of the FIC for the sale and purchase of the Sale Shares (save and except for the sale and purchase of the shares of HJM, a company holding a manufacturing licence issued by the Ministry of International Trade and Industry (“MITI”));

(iii)
Scomi Marine having applied for and obtained approval of the MITI for the sale and purchase of the shares in HJM;

(iv)
the approval of the shareholders of Scomi Marine at an extraordinary general meeting (“EGM”) approving the sale of the Sale Shares by Scomi Marine to the Purchaser subject to the terms and conditions of the SSA;

(v)
the approval of the shareholders of the Purchaser approving the purchase of the Sale Shares by the Purchaser and the settlement of the Inter-Company Debt on behalf of the Jewellery Business, subject to the terms and conditions of the SSA;

(vi)
the approval or consent of the financiers of Scomi Marine, the Purchaser and/or the Jewellery Business (if required) in accordance with the terms of the financing arrangement or financing facilities granted to Scomi Marine and/or the Purchaser and/or the Jewellery Business, as the case may be, for the sale of the Sale Shares by Scomi Marine to the Purchaser and/or a change in the shareholder of the Jewellery Business, as the case may be, under and pursuant to the SSA;

(vii)
the Purchaser, with the assistance of Scomi Marine (where applicable), having obtained the approval of the beneficiaries of each corporate guarantee for the discharge of the corporate guarantee and the release of Scomi Marine from all obligations and liabilities under the corporate guarantees; and

(viii)
all other approvals, consents, authorisations, permits or waivers of any regulatory agency, authority or Parties necessary or appropriate for and in connection with the sale and purchase of the Sale Shares under and pursuant to the SSA having been obtained.

In the event that all or any of the conditions precedent referred to in (i) to (viii) above are not fulfilled or obtained or waived within the Approval Date, or the Extended Approval Date, the rights and obligations of the parties pursuant to the SSA shall lapse and be of no further effect.

2.1.2
Basis for Arriving at the Disposal Consideration

The disposal consideration for the Proposed Divestment was arrived at on a willing buyer-willing seller basis after taking into consideration, inter-alia, the following:

(a) the terms of the SSA; and

(b) the net tangible assets (“NTA”) or the net tangible liabilities (“NTL”) (where applicable) of each company of the Jewellery Business, based on their respective latest unaudited financial statements for the financial period ended 30 September 2005.

2.1.3
Utilisation of Proceeds from the Proposed Divestment

The proceeds from the Proposed Divestment of RM89,728,000 will be utilised by Scomi Marine for the repayment its borrowings and/or working capital purposes and to defray corporate expenses in relation to the Proposals in the manner set out in Table 1.

2.1.4
The original collective cost of investment in the Jewellery Business

The original collective cost of investment in the Jewellery Business by Scomi Marine was RM27,149,999.  The date of such investment in the Jewellery Business by Scomi Marine was on 1 November 1997.

2.2
Proposed Modification

On 30 September 2005, Scomi Marine issued 160,000,000 RCCPS to SCOMI.  The said RCCPS is convertible into Scomi Marine Shares after one (1) year from the date of the issuance of the RCCPS.  The RCCPS was issued on 30 September 2005 and hence, the RCCPS is only convertible into Scomi Marine Shares with effect from 30 September 2006 (“Conversion Date”).

The proposed modification to the terms of the RCCPS involves proposed amendments of the existing clause(s) concerning the conversion rights of the RCCPS under the Articles of Association of Scomi Marine (“Articles“) to facilitate for any early conversion of the RCCPS into Scomi Marine Share prior to the Conversion Date.
The new Scomi Marine Shares to be allotted and issued pursuant to any conversion of the RCCPS, shall upon allotment and issue, rank pari passu in all respects with the existing Scomi Marine Shares, save and except that they shall not be entitled to any dividends, rights, allotment and/or other distributions which are declared, made or paid prior to the date of their allotment.  Notwithstanding the above, the Board of Scomi Marine has resolved that the new Scomi Marine Shares to be allotted and issued pursuant to any conversion of the RCCPS shall not be entitled to any dividend declared or to be declared for the existing Scomi Marine Shares for the financial year ended 31 December 2005.

Further, the Board of Scomi Marine wishes to announce that SCOMI has given an undertaking to Scomi Marine that, in the event of any early conversion of the RCCPS prior to 30 September 2006, SCOMI shall not divest/dispose, directly or indirectly, any of the new Scomi Marine Shares received pursuant to the conversion of the RCCPS before 30 September 2006.

2.3
Proposed Exemption
Following the Proposed Modification and upon conversion of the RCCPS, SCOMI and its PACs will be under an obligation (pursuant to Part II of the Malaysian Code on Take-overs and Mergers 1998 (“Code”)) to undertake a mandatory offer for the remaining Scomi Marine Shares not already owned by SCOMI and its PACs.

Accordingly, SCOMI and its PACs will be seeking an exemption from the SC from the abovementioned obligation under the Code.

3.
Rationale for the PROPOSALS
3.1 Proposed Divestment

The Proposed Divestment will enable Scomi Marine to pursue the following:

(a) focus on its business of marine logistics and offshore support services, which is the new core business of the Company;

(b) realise the Company’s value of its investment in the Jewellery Business; and

(c)
utilise the proceeds from the Proposed Divestment for its working capital and/or the repayment of some of its borrowings, which will improve its gearing position.

3.2 Proposed Modification

The Proposed Modification will facilitate for any early conversion of the RCCPS into Scomi Marine Shares prior to the Conversion Date, based on the conversion ratio of one (1) Scomi Marine Share for every 1.15 RCCPS. 

Upon any early conversion, Scomi Marine will be relieved from its obligation and burden of having to pay (or accrue) dividends payable to the RCCPS holders perpetually (as specified in its Articles).  

3.3 Proposed Exemption

The Proposed Exemption will facilitate for any early conversion of the RCCPS subsequent to the Proposed Modification.

4.
INFORMATION ON THE PURCHASER

MSHH was incorporated in Malaysia on 29 October 1991 as a private limited company under the Companies Act, 1965 (“Act”).  The authorised share capital of MSHH is RM100,000 comprising 100,000 ordinary shares of RM1.00 each (“MSHH Shares”). The issued and fully paid-up share capital of MSHH is RM25,000 comprising 25,000 MSHH Shares.

The principal activity of MSHH is investment holding.

The Directors of MSHH and their respective shareholdings in MSHH as at 31 December 2005 according to the Register of Directors’ Shareholdings are set out in Table 2.

The substantial shareholders of MSHH (holding not less than 5% of the shareholdings in MSHH) as at 31 December 2005 according to the Register of Substantial Shareholders are set out in Table 3.

5.
INFORMATION ON THE JEWELLERY BUSINESS

The principal activities of the Jewellery Business involve the dealing, manufacturing, retailing, wholesaling and franchising of jewellery, gold, bullion and gemstones.

The background information of each of the companies comprising the Jewellery Business is as follows:

(a) Information on CJSB

CJSB was incorporated in Malaysia on 14 April 1995 as CZ Jewelry Center Sdn Bhd as a private limited company under the Act. CJSB assumed its present name on 29 December 2005.

Presently, CJSB has an authorised share capital of RM100,000 comprising 100,000 ordinary shares of RM1.00, of which RM3 have been issued and fully paid-up.  Based on the audited financial statements of CJSB for the financial year ended 31 December 2004, the NTL and Net Loss After Tax (“LAT”) of CJSB were RM35,537 and RM4,746, respectively.

CJSB is principally involved in jewellery and the dealing of gold, bullion and gemstones.

(b) Information on HJM

HJM was incorporated in Malaysia on 27 May 1991 as a private limited company under the Act.

Presently, HJM has an authorised share capital of RM12,000,000 comprising 12,000,000 ordinary shares of RM1.00, of which RM11,410,000 have been issued and fully paid-up. Based on the audited financial statements of HJM for the financial year ended 31 December 2004, the NTA and Net Profit After Tax (“PAT”) of HJM were RM39,079,918 and RM4,667,422, respectively.

HJM is principally involved in the manufacturing of jewellery.

(c) Information on HJSB

HJSB was incorporated in Malaysia on 22 January 1988 as a private limited company under the Act.

Presently, HJSB has an authorised share capital of RM1,000,000 comprising 1,000,000 ordinary shares of RM1.00, of which RM1,000,000 have been issued and fully paid-up. Based on the audited financial statements of HJSB for the financial year ended 31 December 2004, the NTL and LAT of HJSB were RM1,592,404 and RM1,305,932, respectively.

HJSB is principally involved in jewellery and the dealing of gold, bullion and gemstones.

(d) Information on HMA

HMA was incorporated in Malaysia on 21 July 1987 as a private limited company under the Act.

Presently, HMA has an authorised share capital of RM5,000,000 comprising 5,000,000 ordinary shares of RM1.00, of which RM1,500,000 have been issued and fully paid-up. Based on the audited financial statements of HMA for the financial year ended 31 December 2004, the NTA and LAT of HMA were RM2,484,201 and RM46,014, respectively.

HMA is principally involved in jewellery and the dealing of gold, bullion and gemstones.

(e) Information on HJF

HJF was incorporated in Malaysia on 13 March 1995 as a private limited company under the Act.

Presently, HJF has an authorised share capital of RM500,000 comprising 500,000 ordinary shares of RM1.00, of which RM150,002 have been issued and fully paid-up. Based on the audited financial statements of HJF for the financial year ended 31 December 2004, the NTA and LAT of HJF were RM265,069 and RM3,773, respectively.

HJF is principally involved in the undertaking of the operations of franchising the business of jewellers and dealing of gold, bullion and gemstones.

(f) Information on HJJ

HJJ was incorporated in Malaysia on 21 August 1995 as a private limited company under the Act.

Presently, HJJ has an authorised share capital of RM5,000,000 comprising 5,000,000 ordinary shares of RM1.00, of which RM1,500,000 have been issued and fully paid-up. Based on the audited financial statements of HJJ for the financial year ended 31 December 2004, the NTA and LAT of HJJ were RM1,716,940 and RM29,523, respectively.

HJJ is principally involved in jewellery and the dealing of gold, bullion and gemstones.

6.
EFFECTS OF THE PROPOSALS

6.1
Share Capital and Shareholdings of Substantial Shareholders

The Proposals will not have any effect on the issued and paid-up share capital of Scomi Marine.

However, the issued and paid-up share capital and the shareholdings of substantial shareholders will change upon any conversion of the RCCPS.  For illustrative purposes only and assuming the full conversion of the RCCPS held by SCOMI into new Scomi Marine Shares, the effects on the share capital of Scomi Marine and the shareholdings of its substantial shareholders are set out in Table 4 and Table 5, respectively.

6.2
Earnings

Based on the unaudited accounts of Scomi Marine and the Jewellery Business as at 30 September 2005 and assuming the Proposed Divestment was completed on 30 September 2005, the Proposed Divestment is not expected to result in any gain/loss to Scomi Marine.  The actual gain/loss arising from the Proposed Divestment to Scomi Marine will depend on the carrying value of Sale Shares at the time of completion of the Proposed Divestment. 

The Proposed Divestment is expected to have an effect on the future earnings for Scomi Marine.  However, the consolidated earnings and earnings per share of the Company for the financial year ending 31 December 2006 are not expected to be materially affected by the Proposed Divestment after taking into consideration the earnings contribution from its marine logistics and offshore businesses of Chuan Hup Holdings Limited (“Chuan Hup”) (“Acquisitions”).

The Proposed Modification and the Proposed Exemption will not have any effect on the earnings of the Company.  However, the earnings per share of Scomi Marine may be diluted earlier than the Conversion Date depending on the timing of the conversion of RCCPS into new Scomi Marine Shares.

6.3 NTA

For illustrative purposes only, based on the proforma consolidated audited accounts of Scomi Marine for the financial year ended 31 December 2004 after taking into account the completion of the Acquisitions, fund raising exercise to facilitate the Acquisitions and the tender offer by Scomi Marine for the remaining shares in PT Rig Tenders Tbk (“PTRT”) arising from Scomi Marine’s acquisition of 49.07% equity interest in PTRT from Chuan Hup (of which 31.47% equity interest was acquired upon completion), the proforma effect of the Proposed Divestment on the consolidated NTA of Scomi Marine as if the Proposed Divestment were effected on the same date, is set out in Table 6.
The Proposed Modification and the Proposed Exemption will not have any impact on the NTA of the Company.

6.4 Dividend

For the financial year ended 31 December 2004, Scomi Marine declared and paid a total dividend of 5% tax exempt.  The Board of Scomi Marine has yet to declare dividends (if any) for the financial year ended 31 December 2005.  

The decision to declare and pay dividends for the financial year ended 31 December 2005 and thereafter would depend on, amongst others, the results of operations, financial condition and future cash requirement of Scomi Marine and its subsidiaries.

7.
APPROVALS REQUIRED

The Proposals are subject to approvals being obtained from:

(a) the SC;

(b) the shareholders of Scomi Marine, at an EGM to be convened; and

(c) any other relevant authorities.

The Purchaser is also required to obtain the approval of the FIC for the acquisition of the Jewellery Business.

8.
DIRECTORS’ AND MAJOR SHAREHOLDERS’ INTERESTS

8.1
Proposed Divestment

Encik Meer Sadik Bin Habib Mohamed (“Encik Meer”) is a Director and a major shareholder of MSHH.  Encik Meer is also a Director and a major shareholder of Scomi Marine.  As such, he is deemed interested in the Proposed Divestment.

As Encik Meer is deemed interested in the Proposed Divestment, he has abstained and will continue to abstain from deliberating and voting on the relevant resolution in respect of the Proposed Divestment at the relevant board meetings of the Company.  He will also abstain from voting on the resolution in respect of the Proposed Divestment at the EGM in respect of his direct and indirect shareholdings in Scomi Marine.  Further to this, Encik Meer will ensure that persons connected to him will abstain from voting in respect of their shareholdings in Scomi Marine on the resolution, where applicable, pertaining to the Proposed Divestment at the EGM.

Save as disclosed above, the Board of Scomi Marine is not aware of any Director and/or major shareholders or persons connected to the Directors and major shareholders of Scomi Marine that has any interest, directly or indirectly in the Proposed Divestment.

8.2
Proposed Modification and Proposed Exemption

Tan Sri Nik Mohamed Bin Nik Yaacob (“Tan Sri Nik”) and Encik Shah Hakim @ Shahzanim Bin Zain (“Encik Shah”) are the Directors of both Scomi Marine and SCOMI.  Both Tan Sri Nik and Encik Shah also hold Employees Share Option Scheme (“ESOS”) options granted by Scomi Marine and SCOMI.  Further, Encik Shah is deemed to have an interest in Scomi Marine through his indirect shareholdings in SCOMI.  In this regard, both of them are deemed interested in the Proposed Modification and the Proposed Exemption.

SCOMI, which is a major shareholder of Scomi Marine, holds the entire 160,000,000 RCCPS issued by Scomi Marine.  As such, SCOMI is deemed interested in the Proposed Modification and Proposed Exemption.

As Tan Sri Nik and Encik Shah are deemed interested in the Proposed Modification and Proposed Exemption, they have abstained and will continue to abstain from deliberating and voting on the relevant resolutions in respect of the Proposed Modification and Proposed Exemption at the relevant board meetings of the Company.  Tan Sri Nik, Encik Shah and SCOMI will also abstain from voting on the resolutions in respect of the Proposed Modification and Proposed Exemption at the EGM in respect of their direct and indirect shareholdings in Scomi Marine, where applicable.  Further to this, Tan Sri Nik, Encik Shah and SCOMI will ensure that persons connected to them will abstain from voting in respect of their shareholdings in Scomi Marine on the resolutions, where applicable, pertaining to the Proposed Modification and Proposed Exemption at the forthcoming EGM.

Save as disclosed above, the Board of Scomi Marine is not aware of any Director and/or major shareholders or persons connected to the Directors and major shareholders of Scomi Marine that has any interest, directly or indirectly in the Proposed Modification and Proposed Exemption.

9.
DEPARTURE FROM THE POLICIES AND GUIDELINES ON ISSUES/OFFER OF SECURITIES OF THE SC (“SC GUIDELINES”)

As far as the Board of Scomi Marine is aware, there is no departure from the SC Guidelines in respect of the Proposals.

10.
DIRECTORS’ RECOMMENDATION

10.1
Proposed Divestment

The Directors (with the exception of Encik Meer), after careful deliberations and having considered all aspects of the Proposed Divestment, are of the opinion that the Proposed Divestment is in the best interest of Scomi Marine.

10.2
Proposed Modification and Proposed Exemption

The Directors (with the exceptions of Tan Sri Nik and Encik Shah), after careful deliberations and having considered all aspects of the Proposed Modification and Proposed Exemption, are of the opinion that the Proposed Modification and Proposed Exemption are in the best interest of Scomi Marine.

11.
ADVISERS

CIMB has been appointed as the adviser to the Company in relation to the Proposals. 

The Proposed Divestment is deemed a related party transaction pursuant to the Listing Requirements of Bursa Malaysia Securities Berhad (“Listing Requirements”).  Accordingly, OSK Securities Bhd has been appointed as the independent adviser to the minority shareholders of the Company, in relation to the Proposed Divestment.

The Proposed Modification is also deemed a related party transaction pursuant to the Listing Requirements.  Accordingly, OSK Securities Bhd has been appointed as the independent adviser to the minority shareholders of the Company, in relation to the Proposed Modification and the Proposed Exemption. The appointment of OSK Securities Bhd as the independent adviser for the Proposed Exemption will be subject to the SC’s approval.     

12.
DOCUMENTS AVAILABLE FOR INSPECTION

The SSA is available for inspection at the Registered Office of Scomi Marine at Suite 5.03, 5th Floor, Wisma Chase Perdana, Off Jalan Semantan, Damansara Heights, 50490 Kuala Lumpur, from Mondays to Fridays (except public holidays) during business hours for a period of three (3) months from the date of this announcement.

13.
ESTIMATED TIME FRAME TO COMPLETION

The Proposals are estimated to be completed in the first half of 2006.

14.
APPLICATIONS TO THE RELEVANT AUTHORITIES

The applications to the relevant authorities for the Proposals are expected to be made within three (3) months from the date of this announcement.

This announcement is dated 25 January 2006.
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