KPJ HEALTHCARE BERHAD (“KPJ” OR THE “COMPANY”)

PROPOSED DISTRIBUTION BY WAY OF A DIVIDEND-IN-SPECIE OF THE INVESTMENT IN UNITS OF AL-`AQAR KPJ REIT (“AL`-AQAR”) HELD BY KPJ AND ITS SUBSIDIARIES TO THE SHAREHOLDERS OF KPJ ON THE BASIS OF TWENTY THREE (23) UNITS IN AL-`AQAR FOR EVERY HUNDRED (100) ORDINARY SHARES OF RM1.00 EACH HELD IN KPJ (“PROPOSED DISTRIBUTION”)
This announcement is dated 25 February 2009.


1. 
INTRODUCTION 
On behalf of the Board of Directors of KPJ (“Board”), AmInvestment Bank Berhad, a member of AmInvestment Bank Group, wishes to announce that KPJ proposes to undertake a distribution by way of a dividend-in-specie of the investment in units of Al-‘Aqar (“Al-`Aqar Units”) held by KPJ and its subsidiaries to the shareholders of KPJ on the basis of twenty three (23) Al-`Aqar Units for every hundred (100) ordinary shares of RM1.00 each in KPJ (“KPJ Shares”) held. 

2.
DETAILS OF THE PROPOSED DISTRIBUTION

KPJ proposes to distribute at least 48,048,682 Al-`Aqar Units (subject to rounding adjustments), representing about 11.2% of the total unit capital of Al-`Aqar as at 31 January 2009, to the shareholders of KPJ on the basis of twenty three (23) Al-`Aqar Units for every hundred (100) KPJ Shares held. 

The actual number of Al-`Aqar Units to be distributed to the shareholders of KPJ will be determined on an entitlement date to be determined and announced later (“Entitlement Date”), which shall depend on the following:-

(a) the issued and paid-up share capital of KPJ as at 31 January 2009 of 208,907,315 KPJ Shares;

(b) any new KPJ Shares to be issued pursuant to the exercise of Employee Share Option Scheme (“ESOS”) options.  As at 31 January 2009, a total of 3,482,500 ESOS Options have been granted but not yet exercised (“Outstanding ESOS Options”); and

(c) the treatment of treasury shares held by KPJ, whether such treasury shares will be cancelled, distributed as share dividends, re-sold in the open market or continued to be retained as treasury shares.  As at 31 January 2009, a total of 620,800 treasury shares are held by KPJ (“Treasury Shares”). 

Based on the issued and paid-up share capital of KPJ as at 31 January 2009, and assuming full exercise of the Outstanding ESOS Options and all the Treasury Shares are re-sold in the open market prior to the Entitlement Date, a total of 48,992,441 Al-`Aqar Units will be distributed pursuant to the Proposed Distribution. 

Fractional entitlements of the Al-`Aqar Units arising from the Proposed Distribution shall be dealt with by the Board in such manner as they deem fit.  Accordingly, fractional entitlements, if any, arising from the Proposed Distribution shall be disregarded and are to be dealt with on such terms as the Board may at their discretion deem fit and expedient in the interest of the Company.

As at 31 January 2009, a total of 1,494 Al-`Aqar Units are held by KPJ whilst a total of 211,631,500 Al-`Aqar Units are held by the subsidiaries of KPJ.  To facilitate the Proposed Distribution, the subsidiaries of KPJ will first declare a dividend comprising the appropriate amount of Al-`Aqar Units to KPJ.  The Proposed Distribution will be effected by way of the following:-

(a) In respect of Al-Aqar Units held by KPJ, by cancelling the carrying value of the investment in Al-‘Aqar against the retained earnings of KPJ by the amount distributed;

(b) In respect of Al-Aqar Units held by subsidiaries of KPJ, by declaring out of the retained earnings of KPJ arising out of the dividend income to be received from its subsidiaries.  

Based on the audited financial statements for the financial year ended (“FYE”) 31 December 2007 and unaudited accounts for the FYE 31 December 2008, the retained earnings of the KPJ stood at RM218.71 million and RM292.48 million respectively.



3. 
INFORMATION ON AL-`AQAR

Al-`Aqar is a real estate investment trust with an existing fund size of 428,721,000 units.  The investment objective of Al-`Aqar is to own and invest in Shariah-compliant healthcare related real estates and real estate-related assets whether directly or indirectly through the ownership of single-purposes companies whose principal assets comprise real estate.

Amanah Raya Berhad (“ARB” or “Trustee”) is the trustee of Al-`Aqar.  The Trustee was established in 1995 when the Department of Public Trustee and Official Administrator Malaysia, which existed since 1921 was corporatised.  ARB was incorporated on 29 May 1995 under the Companies Act, 1965 (“Act”) and established under the Public Trust Corporation Act 1995.  As at 10 October 2008, the issued and paid-up share capital of ARB is RM6,000,002 comprising 6,000,002  shares of RM1 each with an authorised share capital of RM10,000,000.  ARB is wholly-owned by the Government of Malaysia and its shares are held by the Ministry of Finance (Incorporated) and the Federal Land Commissioner.  On 18 September 2008, Al-`Aqar had proposed the retirement of ARB as the trustee of Al-`Aqar and the appointment of AmanahRaya Trustees Berhad as the new trustee of Al-`Aqar, subject to the approval of Al-`Aqar’s unit holders at their forthcoming meeting.

The Trustee’s functions, duties and responsibilities are set out in the trust deed dated 27 June 2006 constituting Al-`Aqar (“Trust Deed”).  The general function, duties and responsibility of the Trustee include, but not limited to, the followings:-

(a) acting as the trustee of Al-`Aqar and safeguarding the rights and interests of the unit holders;

(b) holding the assets of Al-`Aqar on the Trust Deed for the benefit of the unit holders; and

(c) exercising all the powers of a trustee and the powers that are incidental to the ownership of the assets of Al-`Aqar.

The management company of Al-`Aqar is Damansara REIT Managers Sdn Berhad (“DRMSB” of the “Manager”).  The Manager was incorporated in Malaysia under the Act under the name of Ultimate Benchmark Sdn Bhd on 8 December 2005 and assumed its present name on 15 March 2006.  The issued and fully paid up share capital of the Manager as at 12 January 2009 is RM1,000,000.

The main responsibility of the Manager is to manage Al-`Aqar’s assets and liabilities for the benefit of unit holders. In particular, the Manager is responsible for the day-to-day management of the assets held by Al-`Aqar and shall at its discretion, make recommendations of the Trustee on the management and operation of the assets and the annual budget.     

The directors of DRMSB are Tan Sri Dato’ Muhammad Ali bin Hashim (Non-Independent Non-Executive Chairman), Datin Paduka Siti Sa’diah binti Sh Bakir (Non-Independent Non-Executive Director), Kamaruzzaman bin Abu Kassim (Non-Independent Non-Executive Director), Lukman bin Haji Abu Bakar (Non-Independent Non-Executive Director), Dr. Mohd Hafetz bin Ahmad (Independent Non-Executive Director), Zainah binti Mustafa (Independent Non-Executive Director) and Yusaini Bin Sidek (Non-Independent Executive Director).

The substantial unitholders of Al-`Aqar are Johor Corporation, KPJ and Lembaga Tabung Haji.

The details of the historical financial information of Al-`Aqar are as set as follows:-
	
	Period from 27 June 2006 to 

31 December 2006 
	FYE 31 December 2007 
	Nine (9) months ended 30 September 2008

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Net rental income
	13,258
	33,638
	33,235

	Profit Before Tax
	23,580
	25,338
	23,213

	Profit After Tax
	23,580
	25,338
	23,213

	
	
	
	

	Net income distribution
	9,248
	24,890
	17,149

	
	
	
	



4. 
RATIONALE FOR THE PROPOSED DISTRIBUTION

In recent years, KPJ Group’s business performance has further improved whereby the KPJ Group has achieved a healthy balance sheet. In light thereof, the Board is of the view that it would be appropriate for KPJ to return surplus assets to its shareholders.

The Proposed Distribution represents the Company’s initiatives to reward its shareholders for their continuous support of the Company. The quantum of the Proposed Distribution has taken into account the long-term dividend policy of KPJ.
5. 
EFFECTS OF THE PROPOSED DISTRIBUTION 

The effects of the Proposed Distribution are based on the following scenarios:

	Minimum Scenario
	:
	Representing the scenario assuming that none of the Outstanding ESOS Options are exercised prior to the Entitlement Date and all the Treasury Shares remain as treasury shares on the Entitlement Date

	Maximum Scenario
	:
	Representing the scenario assuming that all of  the Outstanding ESOS Options are exercised and all the Treasury Shares are re-sold in the market prior to the Entitlement Date 


5.1 Share Capital and Major Shareholder’s Shareholding 

The Proposed Distribution will not have any effect on the issued and paid-up share capital of KPJ as well as the major shareholder's shareholdings in KPJ. 

5.2 
NA 

The proforma effects of the Proposed Distribution together with the Proposed Disposals on the NA of KPJ based on the latest audited consolidated financial statements of KPJ as at 31 December 2007 are set out in the as follows:- 

MINIMUM SCENARIO
	
	
	I
	II
	III
	IV

	
	Audited as at 31 December 2007


	After Adjustments Arising from Subsequent Acquisitions (1)


	After I and Proposed Disposals (2)

 
	After II,

and Adjustment for ESOS and Share Buy-Back (3)


	After III and Proposed Distribution
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	RM'000
	RM’000
	RM'000
	RM'000
	RM'000

	
	
	
	
	
	

	Share capital
	207,745
	207,745
	207,745
	209,529
	209,529

	Reserves
	301,083
	301,083
	307,915
	308,504
	262,857

	Treasury shares
	-
	-
	-
	(1,886)
	(1,886)

	Shareholders’ funds
	508,828
	508,828
	515,660
	516,146
	470,500

	Minority interest
	45,742
	45,742
	48,074
	48,074
	48,074

	NA
	554,570
	554,470
	563,734
	564,220
	518,574

	
	
	
	
	
	

	No. of Shares (‘000)
	207,745
	207,745
	207,745
	209,529
	209,529

	
	
	
	
	
	

	NA per Share (RM)
	2.67
	2.67
	2.71
	2.69
	2.47
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Total borrowings
	393,930
	449,930
	292,845
	292,845
	292,845

	Gearing ratio (times)

(Based on shareholders’ funds) 
	0.77
	0.88
	0.57
	0.57
	0.62


Notes:-

(1) The adjusted balance incorporates proforma adjustments arising from the following:-

(a) The acquisition of Taiping Medical Centre Sdn Bhd (“TMBSB”) for a cash purchase consideration of RM18.0 million, which was completed on 22 January 2008.  The purchased consideration was financed by internally generated funds of KPJ Group;

(b) The proposed acquisition of KPJ International College of Nursinag and Health Science Building (“KPJIC Building”) and two (2) parcels of lands held under Title Nos. HS(D) 189781, PT No. 8, Bandar Baru Kota Sri Mas, District of Seremban, Negeri Sembilan and HS(D) 180299, PT No. 29558, Mukim of Labu, District of Seremban, Negeri Sembilan for a total cash purchase consideration of RM26.0 million; and

(c) The estimated cost of completion to be incurred for the construction of KPJ Penang Specialist Hospital Building and KPJ Tawakal Specialist Hospital Building of approximately RM68.08 million.
(2) The proposed disposals involve the disposals of eight (8) properties to Al-`Aqar.

The details of the proposed disposals are set out in the announcements dated 19 August 2008 and 4 September 2008. 

(3) The adjustment for ESOS and share buy-back relates to the actual exercise of 1,783,500 ESOS from 1 January 2008 to 31 January 2009 and the share buy back of 620,800 shares which are currently held as treasury shares as of 31 January 2009.

MAXIMUM SCENARIO
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	I
	II
	III
	IV
	V

	
	Audited as at 31.12.2007


	After Adjustments Arising from Subsequent Acquisitions (1)


	After I and Proposed Disposals (2) 


	After II,

and Adjustment for ESOS and Share Buy-Back (3)  


	After III and

assuming exercise of all outstanding ESOS options and re-sale of treasury shares (4)


	After IV and Proposed Distribution 
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	RM'000
	RM’000
	RM'000
	RM'000
	RM'000
	RM'000

	
	
	
	
	
	
	

	Share capital
	207,745
	207,745
	207,745
	209,529
	213,011
	213,011

	Reserves
	301,083
	301,083
	307,915
	308,504
	309,653
	263,110

	Treasury shares
	-
	-
	-
	(1,886)
	-
	-

	Shareholders’ funds
	508,828
	508,828
	515,660
	516,146
	522,664
	476,121

	Minority interest
	45,742
	45,742
	48,074
	48,074
	48,074
	48,074

	NA
	554,570
	554,470
	563,734
	564,220
	570,738
	524,195

	
	
	
	
	
	
	

	No. of Shares (‘000)
	207,745
	207,745
	207,745
	209,529
	213,011
	213,011

	
	
	
	
	
	
	

	NA per Share (RM)
	2.67
	2.67
	2.71
	2.69
	2.68
	2.46
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Total borrowings
	393,930
	449,930
	292,845
	292,845
	292,845
	292,845

	Gearing ratio (times)

(Based on shareholders’ funds) 
	0.77
	0.88
	0.57
	0.57
	0.56
	0.62


Notes:-

(1) The adjusted balance incorporates proforma adjustments arising from the following:-

(a) The acquisition of TMCSB for a cash purchase consideration of RM18.0 million, which was completed on 22 January 2008.  The purchased consideration was financed by internally generated funds of KPJ Group;

(b) The proposed acquisition of KPJIC Building and two (2) parcels of lands held under Title Nos. HS(D) 189781, PT No. 8, Bandar Baru Kota Sri Mas, District of Seremban, Negeri Sembilan and HS(D) 180299, PT No. 29558, Mukim of Labu, District of Seremban, Negeri Sembilan for a total cash purchase consideration of RM26.0 million; and

(c) The estimated cost of completion to be incurred for the construction of KPJ Penang Specialist Hospital Building and KPJ Tawakal Specialist Hospital Building of approximately RM68.08 million.
(2) The proposed disposals involve the disposals of eight (8) properties to Al-`Aqar. The details of the proposed disposals are set out in the announcements dated 19 August 2008 and 4 September 2008. 

(3)
The adjustment for ESOS and share buy-back relates to the actual exercise of 1,783,500 ESOS from 1 January 2008 to 31 January 2009 and the share buy back of 620,800 shares which are currently held as treasury shares as of 31 January 2009.
(4) The adjustment for ESOS assuming that all 3,482,500 outstanding ESOS options are exercised and all the treasury shares are re-sold to the market prior to the Entitlement Date of the Proposed Distribution.

5.3 
Earnings 

The Proposed Distribution is expected to be completed by the fourth quarter of 2009. 
The Proposed Distribution will not have any material impact on the earnings of the KPJ Group for the financial year ending 31 December 2009.

5.4 
Dividends
The Proposed Distribution is not expected to have any material effect on the long-term dividend policy of the Company.

6. 
APPROVALS REQUIRED FOR THE PROPOSED DISTRIBUTION
The Proposed Distribution is conditional upon approvals being obtained from the following:- 

(a) the approval of the Securities Commission (“SC”); 

(b) the approval of the shareholders of KPJ at an extraordinary general meeting to be convened; and

(c) any other relevant authorities, if required.

7. 
DEPARTURE FROM THE GUIDELINES ON THE OFFERING OF EQUITY AND EQUITY-LINKED SECURITIES ISSUED BY THE SC (“SC GUIDELINES”)

To the best knowledge of the Company, the Proposed Distribution does not depart from the SC Guidelines.



8. 
DIRECTORS AND MAJOR SHAREHOLDER'S INTERESTS

None of the Directors and/or major shareholders of KPJ or persons connected with them has any interest, either direct or indirect, in the Proposed Distribution beyond their respective entitlements as shareholders to the Proposed Distribution which rights are also applicable on a pro-rata basis to all shareholders of the Company.


9. 
DIRECTORS' RECOMMENDATION 

The Board, having considered all aspects of the Proposed Distribution, is of the opinion that the Proposed Distribution is in the best interests of KPJ and its shareholders. Accordingly, the Board recommends that you vote in favour of the resolution to be tabled at a forthcoming EGM.


10. 
ESTIMATED TIMEFRAME FOR SUBMISSION OF THE APPLICATION TO THE SC

Barring any unforeseen circumstances, the Proposed Distribution is expected to be submitted to the SC within three (3) month after the date of this announcement. 



11. 
ESTIMATED TIMEFRAME FOR COMPLETION 


Barring any unforeseen circumstances, the Proposed Distribution is expected to be completed by the fourth quarter of 2009.

