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

PROPOSED ACQUISITION BY MAHARANI SPECIALIST HOSPITAL SDN. BHD. (“MSHSB”), A WHOLLY-OWNED SUBSIDIARY OF KPJ, OF MAHARANI SPECIALIST HOSPITAL BUILDING FROM PROPERTY BASE DEVELOPMENT SDN. BHD. (“VENDOR”) FOR A CASH CONSIDERATION OF RM22,000,000 (“PROPOSED ACQUISITION”)
This announcement is dated 16 December 2009.

1 INTRODUCTION
The Board of Directors of KPJ (“Board”) wishes to announce that the Company’s wholly-owned subsidiary, MSHSB, had on [16] December 2009 entered into a conditional Sale and Purchase Agreement (“SPA”) with the Vendor for the proposed acquisition of a piece of freehold land on which is erected a partially completed building (“Maharani Specialist Hospital Building”) for a cash consideration of RM22,000,000 (“Purchase Consideration”).

2 INFORMATION ON MAHARANI SPECIALIST HOSPITAL BUILDING
2.1 Details of the Property

Maharani Specialist Hospital Building is a partially completed seven (7) storey building erected on a freehold land held under GRN 13106, Lot No. 2024, Town of Maharani, District of Muar, State of Johor (“Land”). The “Maharani Specialist Hospital Building” and the “Land” shall collectively be referred to as the Property. 
The registered owner of the Property is the Vendor.
Pertinent information of the development of the Property is set out below:-

	
	

	Existing and Proposed use of the Property
	The Maharani Specialist Hospital Building is partially completed and upon the completion of its construction, it shall be operating as a private specialist hospital

	
	

	Land Area
	6,944.4048 square metres 

	
	

	Age of Maharani Specialist Hospital Building
	Approximately 7 years old

The construction of the Maharani Specialist Hospital Building has been abandoned since 2005

	
	

	Tenure of the Land

	Freehold


	Gross Floor Development Area of the Property
	260,000 square feet


	
	

	Encumbrances
	Nil


	
	


The construction of the Maharani Specialist Hospital Building has been abandoned since 2005. Upon completion of the Proposed Acquisition, the Property will be used as a private specialist hospital. The estimated further development cost on the Property is approximately RM26.0 million. The development of the Property is expected to commence immediately upon completion of the Proposed Acquisition and is expected to be completed by the end of 2011. The development of the Property is expected to be financed by internally generated funds and/or bank borrowings. MSHSB will seek approval from the Ministry of Health of Malaysia (“MOH”) for the Property to be operated as a private healthcare facility. 
The original cost, date of investment and net book value of the Property were not made available by the Vendor to MSHSB.  
2.2 Basis of Arriving at the Purchase Consideration
The Purchase Consideration for the Proposed Acquisition was arrived at on an “as-is-where-is” basis, after taking into consideration the market value of the Land and the estimation cost of the structure erected on the Land via consultation with the valuer and the project manager.

Valuation has been done on the land only. The Purchase Consideration for the Proposed Acquisition is to be entirely satisfied by cash
2.3 The Settlement of the Purchase Price
The Purchase Consideration for the Property is Ringgit Malaysia Twenty Two Million (RM22,000,000) only to be settled by cash in the following manner:-

	
	
	RM

	Upon execution of the SPA (equivalent to 10% of Purchase Consideration)
	
	2,200,000

	
	
	

	The date upon which the Purchase Price in full is released by the Purchaser’s Solicitors to the Vendor upon the successful presentation of the Transfer Documents and other relevant documents at the relevant land registry, or such other date as the Parties may mutually agree in writing (“Completion Date”).
	
	19,800,000

	
	
	22,000,000


2.4 Source of Funding
The purchase consideration for the Proposed Acquisition will be financed from internally generated funds of KPJ and its subsidiaries (“KPJ Group”).

2.5 Encumbrances
The Property is to be acquired free from any encumbrances.

2.6 Liabilities to be assumed
There are no liabilities to be assumed by the KPJ Group arising from the Proposed Acquisition.

3 INFORMATION ON THE VENDOR
The Vendor was incorporated on 16 November 1985 under the Companies Act, 1965. The Vendor is currently a property developer company. The authorised share capital of the Vendor is RM1,000,000.00 comprising 1,000,000 ordinary shares of RM1.00 each and the current issued and paid-up share capital of the Vendor is RM275,000.00 comprising 275,000 ordinary shares of RM1.00 each. 

4 PROPOSED ACQUISITION
4.1 Salient Terms of the SPA   
The salient terms of the SPA are as follows:-
(i) The Vendor agrees to sell and MSHSB agrees to purchase the Property on “as is where is” basis free from encumbrances and with vacant possession at the purchase price stated in Section 2.3 above subject always to the terms and conditions contained in the SPA and all the conditions and restrictions (if any) and category of land use express or implied in the Title Deed affecting the Property;
(ii) The Proposed Acquisition shall be subject to, inter alia, the following conditions being obtained or fulfilled within three (3) months from the date of the SPA or any extension thereof as mutually agreed by all parties involved:-
(a) the approval of the Shareholder and Board of Directors of the Purchaser being obtained for the purchase of the Property by the Purchaser;

(b) the approval of the Board of Directors of the Vendor being obtained for the disposal of the Property to the Purchaser;
(c) the approval from the MOH for the Property to be zoned as a private healthcare facility at the Purchaser’s own cost and expense with the assistance of the Vendor;
(d) the receipt by the Purchaser of the documents in relation to the Building;

(e) the fulfillment by the Vendor of the conditions pertaining to the Building; 
(f) the completion of the foundation and building integrity test by the Purchaser to the satisfaction of the Purchaser; 
(g) the Vendor shall procure at its own cost and expense the letter of no objection from the Relevant Authority in relation to the  conversion of the purpose or usage of the Property from “commercial” to “hospital”;and

(h) receipt of the Vendor’s undertaking in favour of the Purchaser or the Purchaser’s financier, an undertaking to refund the purchase price in the event the transaction cannot be registered at the relevant Land Registry for any reason whatsoever and resulting to the charge to be created in favour of the Purchaser’s financier cannot be registered at the relevant Land Registry.

In the event that the relevant authorities impose conditions and/or impose variations to the terms and conditions of the SPA on the Vendor and/or MSHSB then the SPA shall be terminated unless the condition(s) and/or variations imposed shall be acceptable to the affected party ("Affected Party").
Any Affected Party who finds the condition(s) and/or variations unacceptable may, if it desires, appeal or request the other party who made the application to appeal to the relevant authorities for the revision or removal of the conditions and/or variations, within fourteen (14) days of receipt of notification from such authority(ies) or the other party, as the case may be, failing which the conditions and/or variations shall be deemed to have been accepted by the parties. In the event of such an appeal, the parties shall inform each other whether they accept the decision upon the appeal within fourteen (14) days of receipt of the same from the relevant authority(ies) or the other party, as the case may be, failing which the results of the appeal shall be deemed to have been accepted.  
In the event that all or any of the conditions precedent have not been obtained or waived for any reasons whatsoever after 3 months from the date of the SPA, as the case may be, either party may terminate this SPA by giving seven (7) days notice.
5 PROSPECTS OF THE HEALTHCARE INDUSTRY AND THE PROPERTY
The demand for private healthcare has been good over the last few years.  More people are seeking better medical care and services especially among urban dwellers.  The growing affluence of the Malaysian population and their increasing demand for better healthcare services as well as the Malaysian Government’s national effort to promote health tourism has contributed to the growth in the usage of private hospitals in Malaysia.  Under the Ninth Malaysia Plan, efforts will be undertaken to consolidate healthcare services, enhance human resource development and optimize resource allocation.  Improvements in the delivery system will be undertaken with greater involvement of the private sector and non-governmental organizations.  
In view of the above factors, KPJ Group believes that the prospects of the healthcare industry remains promising.

6 RISKS IN RELATION TO THE PROPERTY
The Board does not foresee any material risk pursuant to the Proposed Acquisition except for the inherent risk factors associated with healthcare industry, of which the KPJ Group is already involved in, and will be addressed as part of the KPJ Group’s ordinary course of business.
7 RATIONALE FOR THE PROPOSED ACQUISITION 
The Proposed Acquisition is in line with the KPJ Group’s objective to increase its network of hospitals to locations where private healthcare is in demand.  

8 EFFECTS OF THE PROPOSED ACQUISITION
The effects of the Proposed Acquisition are as follows:-

8.1 
Share Capital and Shareholding Structure

The Proposed Acquisition will not have any effect on the share capital and shareholding structure of KPJ. 

8.2 
Earnings per Share (“EPS”)

The Proposed Acquisition is not expected to have a material effect on the EPS of the KPJ Group for the financial year ending 31 December 2009.

8.3 
Net Assets

The Proposed Acquisition will not have any material effect on the net assets of the KPJ Group.

8.4 
Gearing

The Proposed Acquisition is not expected to have any material effect on the gearing position of the KPJ Group.

8.5 
Dividend

The Proposed Acquisition is not expected to have any material effect on the dividend policy of the Company.

9 APPROVALS REQUIRED
The Proposed Acquisition is subject to the approval of the following:-

(a) All such other consents and regulatory and/or governmental approvals required to be obtained by the Vendor and/or MSHSB in order to effect the completion of the Proposed Acquisition.

The Proposed Acquisition is not subject to the approval of the shareholders of KPJ.

10 ESTIMATED TIMEFRAME FOR COMPLETION
KPJ expects to complete the Proposed Acquisition by the first (1st) quarter of 2010.

11 DIRECTORS’ AND SUBSTANTIAL SHAREHOLDERS’ INTERESTS
None of the directors or substantial shareholders of KPJ or persons connected with them has any interest, direct or indirect, in the Proposed Acquisition.

12 DIRECTORS’ STATEMENT

Having considered all aspects of the Proposed Acquisition, the Board is of the opinion that the Proposed Acquisition is in the best interests of the KPJ Group.

13 HIGHEST PERCENTAGE RATIO APPLICABLE
The highest percentage ratio applicable to the Proposed Acquisition is [3.77%] pursuant to paragraph 10.02(g) of the Listing Requirements of Bursa Malaysia Securities Berhad for the Main Market.

14 DOCUMENTS FOR INSPECTION

A copy of the SPA is available for inspection by the shareholders of KPJ at the Registered Office of KPJ at Level 2, Persada Johor International Convention Centre, Jalan Abdullah Ibrahim, 80000 Johor Bahru, Johor, during normal office hours from Mondays to Fridays (except public holidays) for a period of three (3) months commencing from the date of this announcement.
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