Finn Jebsen made the following statement at the Annual General Meeting of Orkla ASA on Thursday 3 May 2001.

Investments in TRG and Norway Seafoods Holding

1. After prior discussion by the Board of Directors, at the end of September/beginning of October 1997, Orkla invested NOK 600 million in TRG in the form of a convertible bond.

TRG was the top of Kjell Inge Røkke’s corporate structure and most of the company’s assets were linked to TRG’s shareholding in Aker RGI (approximately 1/3 stake in the company).

2.   Orkla chose to invest in TRG precisely because it was the top of the corporate structure and thus provided the best overview over and basis for control of the investment.

The underlying reason for our interest in this investment was, however, Aker RGI’s involvement in important Nordic and Norwegian companies such as Scancem, Aker Maritime and Norway Seafoods, as well as many other interests. Orkla saw here a possibility for structural changes and an attractive return over time.

3. Some people have speculated about whether the Storebrand share was part of the motive. However, it was not; at that time, Aker RGI had already sold its Storebrand shares, and other Storebrand shares owned by the TRG system were not of significant value for TRG and were in any case converted into options and sold soon afterwards.

4. The investment in TRG was made in the form of a convertible bond with a life of 5 years. As I have already mentioned, we regarded the possibilities for a return as being interesting but not without risk. We therefore chose a convertible bond as an investment instrument precisely because it enabled us to participate in a possible upside above a certain minimum level and would at the same time give us a return in the form of interest if the value of TRG did not develop as anticipated. From that point of view, our convertible bond in TRG had all the normal characteristics usually found in convertible bonds.

5. The value of Aker RGI – and thereby TRG – did not increase as much as Orkla had anticipated. This can be illustrated by looking at the share price of Aker RGI (appended). As the graph shows, the share price was about 140 when Orkla made its investment but dropped thereafter and was around 115 when the company was delisted in February 2000, including dividends paid out during the period. When Aker RGI was delisted, the liquidity of TRG’s main investment also disappeared. Orkla therefore eventually lost interest in converting its investment into TRG shares. Some of the terms of the convertible loan agreement were also adjusted along the way in order to adapt it to changes in TRG’s interest in Aker RGI. 

6. The matter was concluded when the convertible loan was repaid on 19 September 2000. In total, NOK 180 million was paid in interest, NOK 54 million during the period of the loan and NOK 126 million upon repayment. Although Orkla’s return on its investment was lower than anticipated when the investment was made, the overall return was approximately 9.2% per year, equivalent to NIBOR +3.4%. 

7. Orkla’s Committee of Inquiry has reviewed the investment and, in particular, considered whether Orkla would have done better by converting the loan into TRG shares rather than choosing repayment. The conclusion is clear, and I quote (with the permission of the Chairman of the Board):

“The Committee has therefore found that Orkla had good commercial reasons for choosing to call in the loan on 19 September 2000 as an alternative to exercising its right to convert the loan, and that the transaction therefore does not appear to be a “gift” to TRG and Kjell Inge Røkke.”

8.   Questions have been raised about a supplementary agreement, entered into in July 1998. 

In summer 1998 TRG offered to buy all the shares in Aker RGI and the terms of the convertible loan were adjusted in this connection.

9. One of these adjustments was the so-called supplementary agreement. In brief, under this agreement Orkla would be able to participate in TRG’s possible net gain from a rise in the value of newly-acquired Aker RGI shares, over and above a stipulated minimum acceptance level. After it became clear that the response to TRG’s offer was relatively poor, in practice this meant that Orkla’s additional potential was linked to an increase in the value of approximately 1 million Aker RGI shares. Consequently, this was not a significant supplement to the agreement.

10. When the convertible loan was repaid in September 2000, the Orkla management considered whether Orkla could get anything out of this supplementary agreement. Our conclusion was negative, since in our view there had not been a sufficiently positive trend in TRG values for the agreement to be able to take effect.

11. At the same time, it must be pointed out that the assessment was made more difficult by the fact that Aker RGI, which was TRG’s main asset, had been delisted in the meantime. On the date when Aker RGI was listed for the last time in February 2000, however, the share price was far below the minimum level that would benefit Orkla. 

12. The Committee of Inquiry has criticised the management’s handling of this matter on this point, but at the same time points out that it has no grounds for disregarding the management’s judgement. 

In the Committee’s view, the supplementary agreement has no financial significance and on this basis the Board of Directors has not wished to pursue the matter either.

13. One of the reasons why the loan was repaid on 19 September 2000 was that in summer 2000 the question had been raised of whether Orkla should invest in Norway Seafoods Holding.

NWSH is the holding company for NWS and is owned approximately 80% by Aker RGI and approximately 20% by Orkla.

14. Orkla has been considering for many years whether it should have an interest in fish products in the industrial sense and, as you know, Orkla held a majority of shares in Frionor for a period of time. However, we chose to sell Frionor to NWS in 1996-97, thereby maintaining our interest in fish through this company. In summer 2000 we were still interested in maintaining our positions and expanding our industrial options, if possible.

15. We were therefore interested in investing in NSWH. However, the precondition was that we did not wish to increase our total exposure to the Røkke system and therefore wanted to wind up the TRG investment before we invested any further in NSWH.

16. As you know, the TRG investment was therefore settled on 19 September 2000 with a final payment of NOK 600 million as the principal amount and NOK 126 million in interest, NOK 726 million in all. Thereafter, on the same date, Orkla invested NOK 650 million in NWSH, in the form of a new convertible loan.

17. Once again, therefore, we chose a convertible loan as our investment instrument, precisely because it gives us most of the upside but at the same time an option of retrieving the principal + interest if the situation does not develop as anticipated. The terms of the convertible loan were advantageous for Orkla. 

18. In the management’s view, the investment in NWSH was within the authorisation for financial investments that was current at the time. There was no disagreement about this with Orkla’s Board of Directors at the time either. However, our new Board of Directors has taken the view that it would have been natural for an investment of this nature to be discussed by the Board, and we will naturally act in accordance with this in future.

19. We note that it has been insinuated in several contexts that our transactions with TRG and Kjell Inge Røkke are questionable and are not based on commercial considerations. I deny this and, on the contrary, I wish to emphasise that the sole purpose of investments in both TRG and NWSH is to promote Orkla’s interests, in the same way as all our other investments.
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