SELANGOR DREDGING: Disposal of Interests in Oriental Extrusions

----------------------------------------------------------------


1. INTRODUCTION
The Board of Directors of SDB ("Board") wishes to announce that Oriental Metal (Malaysia) Sdn Bhd ("OMM"), a 72%-owned subsidiary of SDB had on 18 March 2004 entered into a sale agreement ("SA") with MBM to dispose of its entire equity interest comprising 200,000 ordinary shares of RM1.00 each in OE ("OE Shares") to MBM for a cash consideration of RM10,515,574.17.

2. BACKGROUND INFORMATION 


OMM had on 19 February 2004 entered into a Sale and Purchase Agreement with OE ("SPA-OMI") to transfer to OE all its equity held in the capital of Oriental Metal Industries (M) Sdn Bhd ("OMI") ("OMI Shares") for a cash consideration of RM38,846,925.63 ("Loan Sum") prior to the completion date of the SA ("Completion Date") and that the Loan Sum shall appear in the financial statements of OE as a debt owing to OMM. OMM acknowledges that the Loan Sum may be revised downwards by a sum equivalent to the dividend declared and paid by OMI to OMM.

Separately, MBM had on 25 August 2003 entered into a Sale and Purchase Agreement with Rumpun Hijau Capital Berhad ("Rumpun") and Galaxy Waves Sdn Bhd ("Galaxy") ("SPA-Galaxy") to acquire the entire issued and paid-up share capital of Galaxy, which in turn holds 20% of the entire issued and paid-up share capital of OMI. The transaction therein envisaged has been completed prior to the date hereof.



3. DETAILS OF THE PROPOSED DISPOSAL
On 18 March 2004, OMM entered into a SA with MBM to dispose its entire equity interest in OE for a total cash consideration of RM10,515,574.17. Barring any unforeseen circumstances, the Proposed Disposal is expected to be completed by the third quarter of 2004. 

The disposal consideration was arrived at on a "willing-buyer willing-seller" basis after taking into account the net tangible asset position of OE as at 31 March 2003 and OMI as at 30 June 2003, being the date of the latest available audited financial statements of OE and OMI, of RM10,183 and RM67,818,206, respectively and the purchase of OMI Shares by OE from OMM. 

The dates and original costs of investment of SDB in OE and OMI are shown in Table 1.

Pursuant to the Proposed Disposal, the SDB Group will incur a gain on disposal of RM7,811,695.48. 

3.1 Information on OE 
OE is a private company limited by shares and incorporated in Malaysia under the Companies Act, 1965 ("Act") on 28 December 1977 with an authorised share capital of RM1,000,000 comprising 1,000,000 ordinary shares of RM1.00 each. As at the date of this announcement, OE has an issued and paid-up capital of RM200,000 comprising 200,000 ordinary shares of RM1.00 each. The financial information of OE for the past three (3) financial years are set out in Table 2.

OE is currently dormant. 

3.2 Information on OMI
OMI is a private company limited by shares and incorporated in Malaysia under the Act on 18 June 1979 with an authorised share capital of RM25,000,000 comprising 25,000,000 ordinary shares of RM1.00 each. As at the date of this announcement, OMI has an issued and paid-up capital of RM10,500,000 comprising 10,500,000 ordinary shares of RM1.00 each. The financial information of OMI for the past three (3) financial years are set out in Table 3.

OMI is principally involved in the manufacture of steel wheel rims and tyre assembly. 



3.3 Salient Terms of the SA

The salient terms of the SA are as follows:

(i) The SA is conditional upon OMM having, within one (1) business day after the date of the extraordinary general meeting of the shareholders of OMI ("EGM-OMI") or such later date as the parties may mutually agree in writing, transferred the OMI Shares from OMM to OE in accordance with the terms of the SPA-OMI, subject also to OMM obtaining the release of or acquiring every present, contingent or future (incurred before the Completion Date) debt and liability of OE of whatsoever nature, save for the Loan Sum of which shall appear in the books of OE as a debt owing to OMM by OE and the undertaking of OE to be fully bound by the terms of the Joint Venture Agreement dated 23 August 1983 between OMM, Sumikin Bussan Kaisha Ltd, Central Motor Wheel Co Ltd and Toyoda Tsusho Kaisha Ltd ("JVA") and to perform all obligations and undertakings of OMM under the JVA pursuant to the terms of the SPA-OMI, with no present, contingent or future (incurred before the Completion Date) debts or liabilities of whatsoever nature. Immediately after the execution of the SA, OMM and OE shall take all necessary steps and do all acts and things to effect the transfer of OMI Shares in accordance with the terms of the SPA–OMI. 

(ii) Notwithstanding anything to the contrary contained in the SA, completion of the SA herein is also conditional upon the following approvals being obtained within six (6) months from the date of the SA or such later date as the parties may mutually agree in writing:

(a) the finding by the Auditors after the due diligence audit to be conducted; 

(b) the approval or non-objection of Ministry of International Trade and Industry ("MITI") if necessary for the Proposed Disposal being obtained and not withdrawn, and, if any such approval is obtained subject to any conditions or variations, such conditions or variations are acceptable to the parties affected thereby and, if they are required to be fulfilled before completion, are fulfilled before the Completion Date;

(c) the approval of the Foreign Investment Committee ("FIC") being obtained for the sale and purchase herein if necessary and if such approval is obtained subject to any conditions, such conditions are acceptable to the parties affected thereby and, if they are required to be fulfilled before completion, are fulfilled before the Completion Date;

(d) the waiver by the Securities Commission ("SC") of the obligation by the MBM arising by reason of the SA and/or SPA-Galaxy to make a mandatory general offer to the remaining shareholders of OMI to purchase their respective shares in OMI being obtained and if such waiver is obtained subject to any conditions such conditions are acceptable to the parties affected thereby, and if they are required to be fulfilled before completion, are fulfilled before the Completion Date;

(e) the respective written undertakings from the remaining shareholders of OMI that they would not accept an offer made under the Malaysian Code on Take-Over and Mergers;

(f) the approval of the shareholders of OMM being obtained;

(g) the waiver to SDB being obtained from Malaysia Securities Exchange Berhad ("MSEB") to treat the SA as a non related party transaction and if the waiver is obtained subject to any conditions such conditions are acceptable to the parties (including SDB) affected thereby and if they are required to be fulfilled before completion, are fulfilled or caused to be fulfilled before the Completion Date; or if MSEB does not allow a waiver upon an application being made by SDB, the approval of shareholders of SDB being obtained;

(h) the approval or non-objection of any other relevant authority that may be required;

(iii) The total purchase consideration for the Proposed Disposal of RM10,515,574.17 shall be paid in the following manner:

(a) Upon execution of the SA, MBM shall pay the sum of RM1,051,557.42 ("the Deposit") by way of cheque to MBM's Solicitors as stakeholder; and 

(b) On the Completion Date, MBM shall pay the Vendor the balance sum of RM9,464,016.75.

(iv) Within fourteen (14) market days after the fulfilment of the conditions precedent, the parties shall in good faith do or cause to be done all acts and things necessary to cause OMI to convene an EGM-OMI and to vote in favour of a resolution to declare a dividend of RM25,000,000 net to entitled shareholders of OMI on Completion Date; 

(v) OMM agrees that on receipt of its proportionate dividend declared and paid by OMI to OMM pursuant to the EGM-OMI, the Loan Sum shall be revised downwards by a sum equivalent to the OMM's proportionate dividend;

(vi) MBM shall procure OE to pay to OMM by way of banker's cheque the Loan Sum less any dividend declared and paid by OMI to OMM pursuant to the EGM-OMI, immediately after the Completion Date; and 

(vii) The Sale Shares are disposed of free from all charges, liens and other encumbrances and with all rights attaching thereto from the Completion Date including but without limited to all dividends, allotments, rights and/or other distributions declared paid or made in respect thereof as from the Completion Date.


4. RATIONALE FOR THE PROPOSED DISPOSAL
The Proposed Disposal is part of the SDB Group's exercise to streamline its operations and to focus on its core business of property related activities. 



5. EFFECTS OF THE PROPOSED DISPOSAL

5.1 Earnings 
The Proposed Disposal is expected to realise a gain of approximately RM7,811,695.48. The gain would therefore improve the SDB Group's earning.

5.2 NTA
The effect of the Proposed Disposal on the NTA of SDB is shown in Table 4.

5.3 Share Capital
The Proposed Disposal will not have any effect on the share capital of SDB as the Proposed Disposal will be satisfied in cash.


5.4 Substantial Shareholders' Shareholding
The Proposed Disposal will not have any effect on the substantial shareholders' shareholdings in SDB as the Proposed Disposal will be satisfied in cash.



6. UTILISATION OF PROCEEDS
The proceeds from the Proposed Disposal of RM10,515,574.17 and the repayment of the Loan Sum of RM38,846,925.63 shall be utilised for the purpose of working capital. 



7. APPROVALS REQUIRED

The Proposed Disposal is subject to the approvals from the following:

(i) the FIC, to be obtained by MBM; 

(ii) the MITI;

(iii) the shareholders of SDB and OMM at an extraordinary general meeting, if required; and

(iv) any other relevant authorities, if required. 


8. INTERESTS OF DIRECTORS, MAJOR SHAREHOLDERS AND PERSONS CONNECTED TO THEM

Upon completion of the SPA-Galaxy, Galaxy will be a wholly-owned subsidiary of MBM. Therefore, MBM is deemed a substantial shareholder of Galaxy, which in turn is a substantial shareholder of OMI. Hence, MBM is deemed interested in the Proposed Disposal.

As the Proposed Disposal is deemed a related party transaction pursuant to the Listing Requirements of MSEB, SDB intends to seek a waiver from MSEB from considering the Proposed Disposal as a related party transaction.

Save as disclosed above, none of the Directors, major shareholders of SDB and/or persons connected to them are interested in the Proposed Disposal.



9. STATEMENT BY DIRECTORS

The Directors of SDB, having considered all the terms and conditions of the Proposed Disposal, are of the opinion that the Proposed Disposal is in the best interest of SDB.


10. APPLICATION TO THE RELEVANT AUTHORITIES 


Barring unforeseen circumstances, applications to the relevant authorities for the Proposed Disposal are expected to be made within three (3) months from the date of this announcement.

11. INSPECTION OF DOCUMENTS 


A copy of the SA in respect of the Proposed Disposal can be inspected at the registered office of SDB at Wisma Selangor Dredging, Tingkat 18, West Block, 142-C, Jalan Ampang, 50450 Kuala Lumpur from Mondays to Fridays (except public holidays) during business hours from 9.00 a.m. to 5.00 p.m. for a period of three (3) months from the date of this announcement.

