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1.
INTRODUCTION

We refer to the announcement dated 29 April 2004 whereby CHG announced that the Board of Directors (“Board”) of CHG was close to finalising a new revised restructuring scheme to regularise its financial position.

Alliance Merchant Bank Berhad (“Alliance”), on behalf of the Board of CHG, wishes to announce that on 3 June 2004, CHG, Linmax Group Sdn Bhd (“Linmax”) and the Vendors (as defined herein) have entered into a Restructuring Agreement (“RA”) to undertake a corporate and debt restructuring exercise. A summary of the proposals and the salient terms of the RA are set out as follows:

(i) Proposed schemes of arrangement pursuant to Section 176 of the Companies Act, 1965 (“Act”) comprising/involving the following:

(a) Proposed reduction in the issued and paid-up share capital of CHG from RM47,850,002 comprising 47,850,002 ordinary shares of RM1.00 each in CHG ("CHG Share") to RM4,785,000 comprising 4,785,000 ordinary shares of RM0.10 each by the cancellation of RM0.90 of the par value of each CHG Share and the subsequent consolidation of every ten (10) ordinary shares of RM0.10 each into one (1) ordinary share of RM1.00 each in CHG (“Consolidated CHG Share”) (“Proposed Capital Reduction”). The reduction of RM0.90 for every CHG Share would give rise to a credit of RM43,065,002 which would be utilised to reduce CHG's audited accumulated losses as at 31 December 2003;

(b) Proposed acquisition by Linmax of the entire issued and paid-up share capital of CHG upon the completion of the Proposed Capital Reduction to be satisfied via the issuance of 4,785,000 new ordinary shares of RM1.00 each in Linmax (“Linmax Shares”) on the basis of one (1) new Linmax Share for every one (1) Consolidated CHG Share held at par (“Proposed Share Exchange”);

(c) Proposed settlement of debts owing by CHG and its subsidiaries, namely CHG Plywood Sdn Bhd (“CHGPly”) and Cheng Hin Timber Industries Sdn Bhd (“CHT”) (“CHG Group”) to the Creditors (as defined herein) via, inter alia:

· the issuance of RM49,500,000 nominal value of Redeemable Secured Loan Stocks in CHG (“RSLS”);

· the issuance of 10,000,000 new Linmax Shares at par; and

· the transfer of 5,000,000 Linmax Shares held by the Vendors.

(“Proposed Debt Restructuring”);

(ii) Proposed disposal of the entire equity interest in CHG comprising 4,785,000 Consolidated CHG Shares to a third party or third parties to be identified at a later date (“Proposed Disposal of CHG”);

(iii) Proposed acquisition by Linmax of the following:

(a) 100% equity interest in Perfectmant Supply Sdn Bhd (“Perfectmant”) comprising 16,190,183 ordinary shares of RM1.00 each in Perfectmant (“Perfectmant Shares”) for a purchase consideration of RM63,000,000 to be satisfied by the issuance of 63,000,000 new Linmax Shares at par;

(b) 100% equity interest in Sing Brothers Hardware Pte Ltd (‘SBH”) comprising 1,143,965 ordinary shares of SGD1.00 each in SBH (“SBH Shares”) for a purchase consideration of RM27,720,000 to be satisfied by the issuance of 27,720,000 new Linmax Shares at par;

(c) 100% equity interest in Sing Brothers Investment Pte Ltd (“SBI”) comprising 685,684 ordinary shares of SGD1.00 each in SBI (“SBI Shares”) for a purchase consideration of RM1,063,000 to be satisfied by the issuance of 1,063,000 new Linmax Shares at par; and

(d) 100% equity interest in LETC Engineering Sdn Bhd (“LETC”) comprising 2,000,000 ordinary shares of RM1.00 each in LETC (“LETC Shares”) for a purchase consideration of RM22,000,000 to be satisfied by the issuance of 22,000,000 new Linmax Shares at par.

(hereinafter collectively referred to as the “Proposed Acquisitions”);

(iv) Proposed transfer of the listing status of CHG on the Main Board of Bursa Malaysia Securities Berhad (“Bursa Malaysia”) to Linmax (“Proposed Transfer of Listing Status”);

(v)
Proposed offer for sale of 3,000,000 Linmax Shares held by Mr Lum Weng Loy, a vendor of Perfectmant, to identified investors at par (“Proposed Offer for Sale”); and

(vi)
Proposed private placement of 15,000,000 new Linmax Shares to identified investors at par (“Proposed Private Placement”).

(hereinafter collectively referred to as “Proposed Restructuring Scheme”).

The Proposed Capital Reduction, Proposed Share Exchange, Proposed Debt Restructuring, Proposed Disposal of CHG, Proposed Acquisitions, Proposed Transfer of Listing Status, Proposed Offer for Sale and Proposed Private Placement are inter-conditional upon each other.

2.
PROPOSED RESTRUCTURING SCHEME

2.1 Proposed Capital Reduction 

The Proposed Capital Reduction encompasses a capital reduction exercise pursuant to Section 64 of the Act to reduce the existing issued and paid-up share capital of CHG from RM47,850,002 comprising 47,850,002 CHG Shares to RM4,785,000 comprising 4,785,000 ordinary shares of RM0.10 each by cancellation of RM0.90 of the par value of each CHG Share and the subsequent consolidation of every ten (10) ordinary shares of RM0.10 each into one (1) ordinary share of RM1.00 each in CHG. The reduction of RM0.90 for every CHG Share would give rise to a credit of RM43,065,002 which would be utilised to reduce CHG's audited accumulated losses as at 31 December 2003.

2.2
Proposed Share Exchange

The Proposed Share Exchange encompasses a scheme of arrangement between CHG and its shareholders under Section 176 of the Act which entails the existing shareholders of CHG exchanging the Consolidated CHG Shares for new Linmax Shares.

In consideration for the allotment of the Consolidated CHG Shares, Linmax will allot and issue 4,785,000 new Linmax Shares at par to the existing shareholders of CHG, credited as fully paid-up, on the basis of one (1) new Linmax Share for one (1) Consolidated CHG Share held.  

The issue price of RM1.00 per Linmax Share in respect of the Proposed Share Exchange was arrived at after taking into consideration the par value of Linmax Shares of RM1.00.

The new Linmax Shares to be issued to the existing shareholders of CHG pursuant to the Proposed Share Exchange shall, upon allotment and issue, rank pari passu in all respects with the existing Linmax Shares.

2.3
Proposed Debt Restructuring

The Proposed Debt Restructuring entails the arrangement and compromise in respect of the debts owing to the financial institution creditors (“FI Creditors”) and non-financial institution creditors (“Non-FI Creditors”) of the CHG Group (“Creditors”) based on a cut-off date of 31 December 2003.  The said debts, estimated at RM228,736,292 comprise RM190,236,292 which is outstanding to the FI Creditors and RM38,500,000 which is outstanding to the Non-FI Creditors.

The classes of Creditors and their respective estimated amount outstanding as at 31 December 2003 and proposed settlement are as follows:

FI Creditors

FI Creditors are lenders with unsecured banking facilities extended to the CHG Group and who are parties to the debt restructuring agreement dated 9 July 2003 signed between the lenders and CHG Group. It is proposed that the amount owing to the FI Creditors of RM190.2 million shall be compromised as follows:

(i) Waiver of all interest, including penalty and default interest, and finance charges accrued from 1 January 2004 onwards;

(ii) Waiver of approximately 67.7% or RM128.7 million of debts outstanding;

(iii) Conversion of approximately 26% of the debts outstanding into RM49,500,000 nominal value of RSLS; and

(iv) Conversion of approximately 6.3% or RM12,000,000 of the debts outstanding into Linmax Shares via the issuance of 7,000,000 new Linmax Shares at par and the transfer of 5,000,000 Linmax Shares held by the Vendors.

The proposed settlement of the FI Creditors in tabular form is as follows:

	
	RM’000

	Total amount of debts owing to FI Creditors as at 31 December 2003
	190,236

	Waiver of debts
	(128,736)

	Remaining amount owing
	61,500

	
	

	Settlement of remaining amount owing:
	

	- Issuance of RSLS
	49,500

	- Conversion into Linmax Shares
	12,000

	
	61,500


The indicative salient terms of the RSLS are as follows:

Salient Terms of RSLS

	Issuer
	CHG

	Nominal value of RSLS
	RM49,500,000 

	Issue price
	100% of the nominal value of the RSLS

	Par value
	RM1.00 per RSLS

	Coupon
	Nil

	Form and denomination
	The RSLS will be constituted by a Trust Deed and will be issued in registered form and in multiples of RM1.00 each

	Tenure 
	Two (2) years commencing from and inclusive of the date of issue

	Maturity date
	The business day immediately before the second (2nd) anniversary of the date of issuance of the RSLS

	Security
	(i)
Third party charge on the following assets currently held by CHGPly, Hing Soon Development Sdn Bhd (“HSD”) (a wholly-owned subsidiary of CHGPly) and CHT:

(a)
C.T. 23028 to 23033 P.T. No. 3006 to 3011, Mukim of Cheras, District of Ulu Langat, Selangor Darul Ehsan together with the buildings erected thereon;

(b)
H.S. (M) 1073 to H.S. (M) 1215 P.T. Nos. 724 (76822) to 886 (7965), Mukim of Cheras, District of Ulu Langat, Selangor Darul Ehsan together with the buildings erected thereon; and

(c)
Lot No. 7282 and 7284, Mukim of Kapar, District of Klang, Selangor Darul Ehsan together with the buildings erected thereon.

(ii)
640,000 ordinary shares of RM1.00 each in HSD representing the entire equity interest in HSD.

	Redemption
	The security will be disposed and the net proceeds raised shall be used to redeem outstanding RSLS on a pro-rated basis among all holders of the RSLS.

Upon maturity, all unredeemed RSLS shall be cancelled and any security not disposed off will be transferred to the RSLS holders or their nominee(s).

	Conversion rights
	The RSLS are not convertible.

	Listing
	The RSLS will not be listed.  

	Status
	The RSLS will be secured and shall rank pari passu with all secured obligations of CHG

	Transferability
	The RSLS will not be transferable or tradable

	Rating
	The RSLS will not be rated

	Governing law
	Malaysian Law


Note:

An independent agent is to be appointed by the Bank Creditors to facilitate the disposal of the Security for redemption of the RSLS.
 Non-FI Creditors

Non-FI Creditors are suppliers of the CHG Group with amounts owing to each of RM50,000 or more. It is proposed that the amount owing of RM38.5 million shall be compromised as follows:

(i) Conversion of approximately 7.8% or RM3,000,000 of the amount outstanding into Linmax Shares via the issuance of 3,000,000 new Linmax Shares at par; and

(ii) The remaining amount owing of approximately 92.2% or RM35.5 million will be repaid by CHG from the cashflow generated from the business operations of CHG after the completion of the Proposed Disposal of CHG.

The issue price of RM1.00 per Linmax Share in respect of the Proposed Debt Restructuring was arrived at after taking into consideration the par value of Linmax Shares of RM1.00.

The new Linmax Shares to be issued and/or transferred to the Creditors pursuant to the Proposed Debt Restructuring shall, upon allotment and issue, rank pari passu in all respects with the existing Linmax Shares.

2.4 Proposed Disposal of CHG

The Proposed Disposal of CHG entails the proposed disposal by Linmax of the entire equity interest in CHG comprising 4,785,000 Consolidated CHG Shares to a third party or third parties to be identified at a later date at a sale consideration to be determined having regard to, inter alia, the proforma net tangible assets (“NTA”) of CHG pursuant to the Proposed Debt Restructuring.

The summary of the audited results of CHG for the last five (5) financial years are as follows.

	Financial year ended 31 December
	1999

(RM’000)
	2000

(RM’000)
	2001

(RM’000)
	2002

(RM’000)
	2003

(RM’000)

	Turnover
	188,309
	243,876
	206,086
	194,368
	124,007

	Profit/(loss) before taxation
	(21,795)
	2,467
	(51,591) 
	(22,053) 
	(62, 516)

	Profit/(loss) after taxation
	(18,767)
	4,829
	(49,877)
	(22,053) 
	(62,516)

	Shareholders’ funds (deficit)
	1,721
	6,393
	(43,484)
	(65,537)
	(126,238)

	Total borrowings
	224,517
	220,442
	218,739
	220,520
	182,609

	NTA / (Net tangible liabilities)
	1,721
	6,393
	(43,484)
	(65,537)
	(126,238)


2.5
Proposed Acquisitions

The Proposed Acquisitions entail the acquisition by Linmax of the following:

(i) 100% equity interest in Perfectmant comprising 16,190,183 Perfectmant Shares for a purchase consideration of RM63,000,000 to be satisfied by the issuance of 63,000,000 new Linmax Shares at par;

(ii) 100% equity interest in SBH comprising 1,143,965 SBH Shares for a purchase consideration of RM27,720,000 to be satisfied by the issuance of 27,720,000 new Linmax Shares at par;

(iii) 100% equity interest in SBI comprising 685,684 SBI Shares for a purchase consideration of RM1,063,000 to be satisfied by the issuance of 1,063,000 new Linmax Shares at par; and

(iv) 100% equity interest in LETC comprising 2,000,000 LETC Shares for a purchase consideration of RM22,000,000 to be satisfied by the issuance of 22,000,000 new Linmax Shares at par.

The sale and purchase agreements for the Proposed Acquisitions are currently being finalised and will be executed at a later date.

2.5.1
Original Cost of Investment and Dates of Investment

The cost of investment and the dates of investment by the vendors in the Acquiree Companies (“Vendors”) are as follows:

	Company
	Vendors
	Date of investment
	Cumulative cost of investment

(RM/SGD‘000)

	Perfectmant
	· Hoh Ah Meng

· Lum Weng Loy

· Ng Hock Tee

· Tan Siew Hong


	December 2003

December 2003

April 1998 - July 2003

October 1998 - July 2003
	RM9,790

RM6,000

RM399

RM1

	SBH
	· Hoh Ah Meng

· Hoh Sin Lien
	August 1985 - December 2003

December 1989 - May 2003


	SGD969

SGD175

	SBI
	· Hoh Ah Meng

· Hoh Sin Lien
	June 1996 - December 2003

June 1996 - December 2003


	SGD521

SGD165

	LETC
	· Linear Corporation Berhad (“Linear”)

· Dato’ Lee Kam Sun

· Lim Sau Sen
	October 2003

June 2001

June 2001
	RM9,100

RM567

RM567


2.5.2
Basis of arriving at the Purchase Consideration

Perfectmant

The purchase consideration of RM63,000,000 for Perfectmant was arrived at on a willing buyer-willing seller basis after taking into consideration the following:

(i) the future earnings potential of Perfectmant; and

(ii) the estimated unaudited NTA of Perfectmant as at 31 December 2003 of RM21.9 million.

SBH

The purchase consideration of RM27,720,000 for SBH was arrived at on a willing buyer-willing seller basis after taking into consideration the following:

(i) the future earnings potential of SBH; and

(ii) the estimated unaudited NTA of SBH as at 31 December 2003 of RM5.6 million*;

Note:

*
Based on an exchange rate of SGD1.00 = RM2.23 as at 3 June 2004

SBI

The purchase consideration of RM1,063,000 for SBI was arrived at on a willing buyer-willing seller basis after taking into consideration the estimated unaudited NTA of SBI as at 31 December 2003 of RM1.2 million*.

Note:

*
Based on an exchange rate of SGD1.00 = RM2.23 as at 3 June 2004

LETC

The purchase consideration of RM22,000,000 for LETC was arrived at on a willing buyer-willing seller basis after taking into consideration the following:

(i) the earnings potential of LETC; and

(ii) the audited NTA of LETC as at 31 December 2003 of RM4,834,000.

Linmax Shares to be Issued

The issue price of RM1.00 per Linmax Share in respect of the Proposed Acquisitions was arrived at after taking into consideration the par value of Linmax Shares of RM1.00.

The new Linmax Shares to be issued pursuant to the Proposed Acquisitions shall, upon issue and allotment, rank pari passu in all respects with the existing Linmax Shares except that the Linmax Shares shall not be entitled to dividends, rights, distributions declared, paid or made prior to the date of allotment of the said shares.

As at the date of this announcement, the proposed Board of Linmax does not anticipate any substantial financial commitment in respect of the acquisitions of SBH and SBI apart from the consideration to be settled.

2.5.3
Background Information

(i)
Linmax

Linmax was incorporated in Malaysia under the Act on 27 May 2004 as a private limited company.  As at the date of this announcement, Linmax has an authorised share capital of RM100,000 comprising 100,000 Linmax Shares of which 2 Linmax Shares have been issued and fully paid-up. Linmax was incorporated with the objective of assuming the listing status of CHG.

Information on the Directors and substantial shareholders (holding 5% or more in the share capital) of Linmax are as follows.

	Directors and substantial shareholders
	Direct
	Indirect

	
	No. of shares
	%
	No. of shares
	%

	Liew Yean Fong
	1
	50.0
	-
	-

	Tang Kam Har
	1
	50.0
	-
	-


(ii)
Acquiree companies

Perfectmant

Perfectmant was incorporated in Malaysia under the Act on 21 May 1992 as a private limited company. The company was incorporated under the name of Len Hui Hong Sdn Bhd and assumed its present name on 19 October 1996. As at the date of this announcement, Perfectmant has an authorised share capital of RM25,000,000 comprising 25,000,000 Perfectmant Shares of which 16,190,183 Perfectmant Shares have been issued and paid-up.

Perfectmant is principally involved in the trading of hardware. 

The summary of the results of Perfectmant for the last five (5) financial years are as follows.

	
	<-----------  Audited  ------------>
	<----- Unaudited  ----->

	Financial year ended 31 December
	1999

(RM’000)
	2000

(RM’000)
	2001

(RM’000)
	2002

(RM’000)
	2003

(RM’000)

	Turnover
	25,627
	30,283
	47,811
	51,955
	52,660

	Profit/(loss) before taxation
	231
	205
	(88)
	3,434
	4,520

	Profit/(loss) after taxation
	231
	69
	(231)
	2,474
	3,126

	Shareholders’ funds
	294
	543
	312
	2,886
	21,903

	Total borrowings
	2,200
	5,330
	6,790
	5,823
	5,474

	NTA 
	294
	543
	312
	2,886
	21,903


SBH

SBH was incorporated in Singapore under the laws of Singapore on 28 November 1983  as a private limited company. As at the date of this announcement, SBH has an authorised share capital of SGD2,000,000 comprising 2,000,000 SBH Shares of which 1,143,965 SBH Shares have been issued and paid-up.

SBH is principally involved in the dealing of hardware. 

The summary of the results of SBH for the last five (5) financial years are as follows.

	
	<---------------------  Audited  ------------------->
	Unaudited

	Financial year ended 31 December
	1999

(RM’000)
	2000

(RM’000)
	2001

(RM’000)
	2002

(RM’000)
	2003

(RM’000)

	Turnover*
	 15,682 
	 15,504 
	 12,996 
	 12,574 
	12,432

	Profit/(loss) before taxation*
	 (25)
	 281 
	 88 
	 27 
	1,440

	Profit/(loss) after taxation*
	 (33)
	 239 
	 35 
	 37 
	1,123

	Shareholders’ funds*
	 2,454 
	 2,596 
	 2,465 
	 2,670 
	5,613

	Total borrowings*
	 1,068 
	 1,316 
	 190 
	 919 
	629

	NTA*
	 2,454 
	 2,596 
	 2,465 
	 2,670 
	5,613


Note:

*
Based on the exchange rate at each financial year end date of SGD1.00 = RM2.28 (1999); RM2.19 (2000); RM2.05 (2001); RM2.19 (2002); RM2.23 (2003).

SBI

SBI was incorporated in Singapore under the laws of Singapore on 19 February 1994 as a private limited company. As at the date of this announcement, SBI has an authorised share capital of SGD1,000,000 comprising 1,000,000 SBI Shares of which 685,684 SBI Shares have been issued and paid-up.

SBI is principally involved in investing in real properties. 

The summary of the results of SBI for the last five (5) financial years are as follows.

	
	<---------------------  Audited  ------------------->
	Unaudited

	Financial year ended 31 December
	1999

(RM’000)
	2000

(RM’000)
	2001

(RM’000)
	2002

(RM’000)
	2003

(RM’000)

	Turnover*
	 328 
	 315 
	 295 
	 315 
	370

	Profit/(loss) before taxation*
	 55 
	 75 
	 108 
	 158 
	311

	Profit/(loss) after taxation*
	 21 
	 37 
	 106 
	 132 
	243

	Shareholders’ funds/(deficit)*
	 (523)
	 (465)
	 (329)
	 (219)
	1,102

	Total borrowings*
	 1,987 
	 1,468 
	 962 
	 587 
	2,014

	NTA / (Net tangible liabilities)*
	 (523)
	 (465)
	 (329)
	 (219)
	1,102


Note:

*
Based on the exchange rate at each financial year end date of SGD1.00 = RM2.28 (1999); RM2.19 (2000); RM2.05 (2001); RM2.19 (2002); RM2.23 (2003).

LETC

LETC was incorporated in Malaysia under the Act on 16 January 2001 as a private limited company.  As at the date of this announcement, LETC has an authorised share capital of RM5,000,000 comprising 5,000,000 LETC Shares of which 2,000,000 LETC Shares have been issued and paid-up.

LETC is principally involved in the supply of electrical construction material and the provision of mechanical and electrical (M&E) engineering services. 

The summary of the audited results of LETC since the date of incorporation are as follows.

	Financial year ended 31 December
	2001

(RM’000)
	2002

(RM’000)
	2003

(RM’000)

	Turnover
	1,004
	6,283
	17,100

	Profit/(loss) before taxation
	267
	423
	3,072

	Profit/(loss) after taxation
	189
	300
	2,201

	Shareholders’ funds
	1,188
	1,489
	4,840

	Total borrowings
	-
	-
	-

	NTA
	1,188
	1,489
	4,840


(iii)
Vendors

The Vendors, as named in paragaph 2.5.1 above, comprise seven (7) individuals, all of whom are Malaysians, and Linear. Further information on Linear is as follows:

Linear 

Linear is principally involved in investment holding and providing management services. Its subsidiary companies are involved in the manufacture and distribution of cooling towers, providing water treatment services and ICT and property development.

The Directors and substantial shareholders of Linear (holding 5% or more in the share capital) as at 4 June 2004 are as follows:

	Directors
	Substantial Shareholders

	Lum Weng Loy
	Cytech Strategic Sdn Bhd (“Cytech”)

	Chin Kuet Lee
	Lum Weng Loy*

	Choy Kah Yew
	Chin Kuet Lee*

	Datuk Abdul Malek Bin Abdul Aziz
	Dato’ Lee Kam Sun

	Soh Yew Aun
	

	Ahmad Shalimin Bin Ahmad Shaffie
	

	Dato’ Lee Kam Sun
	


Note:

*
Deemed interest via their shareholding in Cytech
2.5.4
Profit Guarantee

Hoh Ah Meng, Linear and Dato’ Lee Kam Sun have agreed in the RA to provide a profit guarantee for the Acquiree Companies to be included as a term in the sale and purchase agreement for the Proposed Acquisitions. The profit guarantee to be provided is as follows:

	Guaranteed Years
	Guaranteed Aggregate PAT 

of Acquiree Companies

	
	(RM’000)

	
	

	Financial year ending 31 December 2004
	11,773

	
	

	Financial year ending 31 December 2005
	14,153

	
	

	TOTAL
	25,926


The abovementioned vendors will deposit sufficient number of Linmax Shares as security for the profit warranted.

2.5.5
Policies on Foreign Investments and Repatriation Of Profits in Singapore
SBH and SBI are incorporated in Singapore and are operating in Singapore. Hence, SBH and SBI are subject to Singaporean laws on foreign investments and repatriation of profits.  Currently, there are no restrictions in policies on foreign investments and repatriation of profits from Singapore which would have a material adverse effect on the proposed acquisition of SBH and SBI.  However, no assurance can be given that future policies will not adversely affect Linmax and the Acquiree Companies (“Linmax Group”).

Singapore currently does not impose any restriction on the repatriation of funds out of Singapore. Consequently, there is no restriction on repatriation of profits, whether in the form of dividends or interest, by a Singapore company to Malaysia. The expected timeframe for profits to be repatriated to Malaysia by a Singapore company is dependent on the ability of the Singapore company to pay dividends to its shareholders whether in or outside Singapore.

2.6 Proposed Transfer of Listing Status

Upon completion of the Proposed Share Exchange, CHG will transfer its listing status to Linmax. Consequently, CHG will be delisted from the Official List of the Main Board of the Bursa Malaysia and Linmax will be listed in its place on the Main Board of the Bursa Malaysia.

2.7 Proposed Offer for Sale and Proposed Private Placement

Pursuant to the Proposed Transfer of Listing Status, Linmax will have to meet the public shareholding spread requirement as stipulated by the relevant authorities.  This will be fulfilled by the following:

(i) proposed offer for sale by Mr Lum Weng Loy, a vendor of Perfectmant, of 3,000,000 Linmax Shares to identified investors at par;

(ii) proposed private placement by Linmax of 15,000,000 new Linmax Shares to identified investors at par.

The new Linmax Shares to be issued to identified investors pursuant to the Proposed Offer for Sale and the Proposed Private Placement shall, upon allotment and issue, rank pari passu in all respects with the existing Linmax Shares.

2.7.1
Basis of the Offer/Issue Price of Linmax Shares

The offer/issue price of RM1.00 per Linmax Share in respect of the Proposed Offer for Sale and Proposed Private Placement was arrived at after taking into consideration the par value of Linmax Shares of RM1.00.

2.7.2
Utilisation of Proceeds

The gross proceeds of RM3,000,000 from the Proposed Offer for Sale will accrue to Mr Lum Weng Loy.

The gross proceeds of RM15,000,000 from the Proposed Private Placement will accrue to Linmax and will be applied towards working capital and defraying expenses pertaining to the Proposed Restructuring Scheme.

2.8 Proposed Exemption

Upon completion of the Proposed Share Exchange and Proposed Acquisitions, the Vendors shall collectively hold 113,783,000 Linmax Shares representing approximately 88% of the enlarged share capital in Linmax of RM128,568,002 comprising 128,568,002 Linmax Shares. Pursuant to Part II of the Malaysian Code on Take-Overs and Mergers, 1998 (“Code”), the Vendors would be obliged to extend a mandatory offer to acquire the remaining Linmax Shares not already owned by them after the Proposed Restructuring Scheme.

In this regard, an application will be made to the Securities Commission (“SC”) for an exemption from the obligation of a mandatory offer under Practice Note 2.9.3 of the Code. 
3.
RATIONALE FOR THE PROPOSED RESTRUCTURING SCHEME

The objective of the Proposed Restructuring Scheme is to enable CHG to restructure via Linmax, a newly incorporated company and enable the existing shareholders of CHG to participate in Linmax which will have assets which are income-generating and will be listed on the Main Board of the Bursa Malaysia.   

The Proposed Debt Restructuring will enable CHG to discharge in an equitable and orderly manner its outstanding debts and allow its lenders to receive significantly higher return than they would otherwise receive if CHG were to be liquidated.  The Proposed Debt Restructuring will alleviate the current debt burden of CHG through the waiver of debt and conversion of debt into securities of CHG.  

The core activity of the Linmax Group will not comprise of the plywood business therefore it is the intention of the proposed Board of Directors of Linmax Group to undertake the Proposed Disposal of CHG. 

The Proposed Offer for Sale and the Proposed Private Placement will raise funds to defray expenses arising from the Proposed Restructuring Scheme and for working capital purposes.  At the same time, the Proposed Private Placement with the Proposed Offer for Sale will address the minimum 25% public spread requirement of Bursa Malaysia.

4.
PROSPECTS AND OUTLOOK

4.1 Overview of the Malaysian and Regional Economy

The Malaysian economy is expected to strengthen further in 2004, building on the strong growth momentum in the second half of 2003 and brighter prospects for global growth in 2004. Real GDP is expected to expand by 6 - 6.5% (2003: 5.2%), underpinned by stronger domestic demand and reinforced by more favourable external demand. Growth will mainly be private sector-driven, while the public sector gradually consolidates. The growing consumer and business confidence since the second quarter of 2003, strengthened economic fundamentals and the positive impact of pro-growth fiscal and monetary measures are expected to mutually reinforce robust consumer spending and the upturn in private investment activities.

(Source: Annual Report 2003, Bank Negara Malaysia)

Economic growth in East Asia is expected to reach 6.3% in 2004, the strongest since the start of the global and regional recession in late 2000. Growth is expected to rise in most individual economies as well – with one large exception, China. Such has been the scale of investment spending in the country in 2003 that policy makers have made stopping economic overheating and slowing economic growth to a more sustainable pace a top policy priority. In most of the rest of the region exports and personal consumption have been the mainstays of the recovery so far, but conditions may now be in place to support a stronger flow of private investment spending as well. 

In South East Asia, growth is expected to be most robust in Vietnam, Thailand and Malaysia, with Indonesia also expected to achieve some modest strengthening of activity. Perhaps the strongest rebound is expected in the newly industrialised economies such as Hong Kong (China), Korea, Singapore and Taiwan (China), where 2003 growth had languished at around 3 percent or less, but where consensus projections expect activity to pick up to a 5-6 percent range in 2004. Higher growth is also expected in many of the smaller, low income or island economies – several of which are benefiting from a large influx of foreign exchange due to higher commodity prices, or from more stable political and security conditions.

(Source: The World Bank Group, “East Asia and Pacific Update”, April 2004)

4.2
Industry Prospects

Upon completion of the Proposed Restructuring Scheme, the Linmax group of companies comprising Perfectmant, SBH, SBI and LETC (Linmax Group) will be primarily involved in the business of designing, contract manufacturing, distributing and wholesaling of building materials and general hardware and mechanical and electrical engineering services. 
The demand for the Linmax Group’s products and services is, to a certain extent, dependent on the performance of the economic sector of its customers, namely the construction sector.

Growth in the construction sector is envisaged to increase at a moderate rate of 1.5%, due to lower activity in the civil engineering sub-sector following the completion of several infrastructure projects by both the Government and the private sector. Meanwhile, activities in the residential sub-sector are expected to remain strong in view of the increase in new housing starts during the first nine months of 2003, as well as ongoing work on projects under construction. Demand for residential property, especially for affordable housing, would remain favourable, encouraged by the incentives granted under the Economic Package, especially the stamp duty exemption, tax relief and the waiver on the real property gains tax until the first half of 2004. 

(Source: Annual Report 2003, Bank Negara Malaysia)

The construction sector will continue to be supported by the property sub-sector, driven by measures and incentives introduced under the Package of New Strategies to stimulate construction and sales of residential properties, in particular affordable houses. On-going public and privatised infrastructure projects as well as off-shore fabrication works in the oil and gas industry will further boost the growth of the sector. The construction sector is, therefore, projected to register a slightly stronger growth of 2.6%.

(Source: Economic Report 2003/2004, Ministry of Finance)

The abovementioned outlook for the construction sector augurs well for the prospects of the Linmax Group.

5.
RISK FACTORS 

Notwithstanding the prospects of the industry as described in Section 5 above, the business activities of the Linmax Group are exposed to certain risk factors. Among the risk factors (which may not be exhaustive) that may have an impact on the shareholders of the Linmax Group are as follows:

· inherent business risks such as labour issues, changes in raw material prices, changes in general economic conditions and business conditions, changes in the cost of financing and risks of purchaser default.

· Dependence on key personnel who are integral to the management and operations of the Acquiree Companies 

· Changes in political, economic and regulatory conditions which could adversely affect the business operations and financial performance of the Acquiree Companies

· Foreign currency fluctuation as part of the Acquiree Companies’ business is conducted in foreign currencies

· Risk of contract manufacturing

· Risk of dependency on major customers

· Competition from existing competitors and new market entrants in the future
6.
EFFECTS ON GROUP STRUCTURE AND FINANCIALS

The effects of the Proposed Restructuring Scheme on the group structure and financials are set out below:

6.1
Group structure

The group structure before and after the Proposed Restructuring Scheme is set out as follows:

Before Proposed Restructuring Scheme










After Proposed Restructuring Scheme




6.2
Share capital 

The financial effects of the Proposed Capital Reduction on the share capital of CHG are as follows:



	
	No of CHG Shares

(‘000)

	Existing
	      47,850 

	Proposed Capital Reduction
	     (43,065)

	
	        4,785 


The financial effects of the Proposed Restructuring Scheme on the share capital of Linmax are as follows:


	
	No of Linmax Shares

(‘000)

	Existing
	Negligible

	To be issued pursuant to:
	

	Proposed Share Exchange
	4,785

	Proposed Debt Restructuring
	      10,000 

	Proposed Disposal of CHG
	                   -   

	Proposed Acquisitions
	113,783

	Proposed Offer for Sale
	-

	Proposed Private Placement
	      15,000 

	
	    143,568 


6.3
Earnings

The Proposed Restructuring Scheme is only expected to be completed in the 2nd quarter of 2005 and hence will not affect the results of the Linmax Group for the financial year ending 31 December 2004.  Barring any unforeseen circumstances, the Proposed Restructuring Scheme is expected to enhance the future earnings of the Linmax Group.

6.4
NTA

The proforma effects of the Proposed Restructuring Scheme on the NTA of the Linmax Group are set out in TABLE 1.

6.5
Substantial Shareholdings

The proforma effects of the Proposed Restructuring Scheme on the substantial shareholders (holding 5% or more in the share capital) of CHG/Linmax are set out in TABLE 2.

6.6 Dividend

The Board of Linmax does not expect any dividend to be declared for the financial year ending 31 December 2005.

7.
APPROVALS REQUIRED

The Proposed Restructuring Scheme is conditional upon the following approvals:

(i) SC;

(ii) Foreign Investment Committee;

(iii) Ministry of International Trade and Industry;

(iv) Bursa Malaysia for the admission to the Official List and listing of and quotation for the entire enlarged issued and paid-up capital of Linmax Shares on the Main Board of the Bursa Malaysia; 

(v) Shareholders of CHG at an extraordinary general meeting to be convened;

(vi) Creditors of CHG at court convened meetings for the Proposed Debt Settlement;

(vii) Members of CHG at a court convened meeting for the  proposed schemes of arrangement;

(viii) the confirmation and approval of the High Court of Malaya pursuant to Section 64 and Section 176 of the Act, respectively; and 

(ix) Any other relevant authorities or parties.

8.
DIRECTORS' AND SUBSTANTIAL SHAREHOLDERS' INTERESTS

None of the Directors and substantial shareholders of CHG and persons connected to them has any interest, direct or indirect, in the Proposed Restructuring Scheme.

9.
DIRECTORS' STATEMENT

The Board Directors of CHG, after careful deliberations on various factors, is of the opinion that the Proposed Restructuring Scheme is in the best interests of CHG.

10.
COMPLIANCE WITH THE SC GUIDELINES

The Board of CHG is not aware of the Proposed Restructuring Scheme having any departure from the SC’s Policies and Guidelines on the Issue/Offer of Securities and any subsequent amendments issued by the SC.

11.
ADVISERS

Alliance has been appointed as the Adviser for the Proposed Restructuring Scheme.

12.
ESTIMATED TIME FRAME FOR THE COMPLETION OF THE PROPOSED RESTRUCTURING SCHEME

Barring any unforeseen circumstances and subject to all the required approvals, the Proposed Restructuring Scheme is expected to be completed by the 2nd quarter of 2005.

13.
SUBMISSION TO AUTHORITIES


The application to the authorities on the Proposed Restructuring Scheme is expected to be made within three (3) months of this announcement. 

14.
DOCUMENTS FOR INSPECTION

The RA is available for inspection at the registered office of CHG at B-12-15, Block B, Megan Avenue II, 12, Jalan Yap Kwan Seng, 50450 Kuala Lumpur during normal office hours from Mondays to Fridays (except public holidays) from the date of this announcement up to the date of extraordinary general meeting to be convened for the Proposed Restructuring Scheme.


This announcement is dated 4 June 2004.

TABLE 1 – Effects of the Proposed Restructuring Scheme on the proforma NTA of the Linmax Group

	
	
	I
	II
	III
	IV
	V

	
	Existing
	After the Proposed Share Exchange
	After I and the Proposed Debt Restructuring
	After II and the Proposed Disposal of CHG
	After III and the Proposed Acquisitions
	After IV and the Proposed Placement

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Share capital
	*
	        4,785 
	      14,785 
	      14,785 
	     128,568 
	       143,568 

	Reserves
	-   
	(4,785)
	(14,785)
	(14,785)
	(14,785)
	(14,785)

	Shareholders' funds
	*
	* 
	*
	*
	     113,783 
	128,783 

	Less: Goodwill on consolidation
	-   
	                    -   
	                    -   
	                    -   
	      (80,325)
	        (80,325)

	NTA
	*
	* 
	*
	*
	       33,458 
	         48,458 

	
	
	
	
	
	
	

	No. of Linmax Shares
	*
	        4,785 
	      14,785 
	      14,785 
	     128,568 
	       143,568 

	NTA per share
	1.00
	*
	*
	*
	0.26
	0.34


Note:

*
Negligible

^
As the purchase consideration for the Proposed Disposal of CHG has yet to be determined, the proforma effect of the Proposed Disposal of CHG does not take into consideration any gain or loss or disposal.

TABLE 2 – Effects of the Proposed Restructuring Scheme on the substantial shareholders’ shareholdings of CHG/Linmax

	
	Existing
	After the Proposed Restructuring Scheme

	
	< -------------------------  CHG  --------------------------- >
	< ------------------------  Linmax  ------------------------- >

	
	<----------  Direct ---------->
	<---------  Indirect ------->
	<----------  Direct ---------->
	<---------  Indirect ------->

	
	No of CHG Shares held
	
	No of CHG Shares held
	
	No of Linmax Shares held
	
	No of Linmax Shares held
	

	
	(‘000)
	%
	(‘000)
	%
	(‘000)
	%
	(‘000)
	%

	Francis Foo See Yuan*
	7,491
	15.65
	312
	0.65
	749
	0.52
	31
	0.02

	Linear 
	-
	           - 
	-
	-
	15,400 
	10.73
	-
	-

	Hoh Ah Meng
	-
	           - 
	-
	-
	57,382 
	39.97
	-
	-

	Lum Weng Loy
	1,635
	3.42 
	-
	-
	20,347 
	14.17
	-
	-

	Bank Creditors
	-
	           - 
	-
	-
	12,000 
	8.36
	-
	-

	
	
	
	
	
	
	
	
	

	Note:
	
	
	
	
	
	
	
	

	* Held via OSK Nominees (Tempatan) Sdn Berhad
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