Proposed Variation

	
	The Proposed Restructuring Scheme 

as previously approved by the SC 
	
	Proposed Variation 

	
	
	
	

	1.
	The par value of the ordinary shares of West Coast Forests Industries Berhad (“WCFI”) is RM1.00.
	
	The par value of the ordinary shares WCFI is revised from RM1.00 to RM0.50 to improve the marketability and the liquidity of the ordinary shares to be issued pursuant to the Workout Proposal. 

	
	
	
	

	
	The Redeemable Convertible Secured Loan Stocks (“RCSLS”) “A” and RCSLS “B” are to be issued in registered forms and in multiples of RM1.00 each.
	
	In order to be consistent with the par value of the WCFI shares, the RCSLS “A” and RCSLS “B” are also proposed to be issued in registered forms and in multiples of RM0.50 each.

	
	
	
	

	
	
	
	The conversion price for both RCSLS “A” and RCSLS “B” shall be RM0.50 to be satisfied by tendering one(1) RCSLS “A” for one(1) new ordinary share of RM0.50 each in WCFI.

	
	
	
	

	
	
	
	As a result of the above, the number of shares issued pursuant to the revised Proposed Restructuring Scheme will vary proportionately.

	
	
	
	

	2.
	Proposed Rights Issue

In order to ensure that all the Rights Shares will be fully subscribed, written undertakings were obtained from three(3) individuals as follows to subscribe for any unsubscribed Rights Shares:

· Dato’ Dr Abdullah bin Sapien;

· Senator Dato’ Hamzah bin Zainudin; and

· Encik Azaldin bin Abdullah.
	
	Proposed Rights Issue

Written undertakings have been obtained from the following three(3) individuals to subscribe for any unsubscribed Rights Shares under the revised proposal:

· Dato’ Dr Abdullah bin Sapien;
· Y.B. Datuk Seri Panglima Hj. Lajim Hj. Ukin; and 

· Hoh Guan Sian @ Hoh Guan Ling.



	
	
	
	

	3.
	Proposed Restricted Issue

The Proposed Restricted Issue was made entirely to Datuk Hwong You Chuaang (“DHYC”), one of the substantial shareholders of KPSD. 


	
	Proposed Restricted Issue

The Proposed Restricted Issue of 26,772,842 ordinary shares of RM0.50 each in WCFI (“WCFI Shares”) and 15,227,158 WCFI Shares are now proposed to be made to Azure Paragon Holdings Sdn Bhd (“APH”) and Plus Tradeway Sdn Bhd (“PT”) respectively.  

APH is a company connected to DHYC while PT is a company not connected to DHYC.



	
	
	
	

	4.
	Proposed Debt Restructuring
	
	

	
	

	
	The summary of KPSD Group’s outstanding debts to be restructured are as follows (“Outstanding Debts”):

Previous Proposed Restructuring Scheme as approved by the SC on 26 December 2002 and 22 October 2003

Workout Proposal dated 28 May 2004

Creditors

RM’000

Creditors

RM’000

Priority Creditor

6,561

Substantial Shareholder Creditor

1,000

Special Administration Creditors

22,648

Preferential Creditors

3,569

Preferential Creditors

4,434

Secured Creditor

47,817

Secured Creditor

47,817

Guarantee Creditor

36,450

Guarantee Creditor

36,450

Hire Purchase Creditors

5,022

Hire Purchase Creditors

5,025

Unsecured Lenders

150,290

Unsecured Lenders

150,283

Other Non-Essential Creditors

5,804

Unsecured Creditors

12,378

256,513

279,035



	
	
	
	The increase in Outstanding Debts of approximately RM22.5 million are mainly due to: -

· Updated figures of the Outstanding Debts of all known Creditors after the proof of debt exercise;

· The increase in Special Administration Creditors arising from: -

(a) The increase in the restructuring expenses and operational expenses as a result of the delay in the implementation of the Proposed Restructuring Scheme; and

The additional advances made by DHYC to KPSD.

	
	
	
	

	
	Classification of creditors
	
	Reclassification of creditors:

	
	
	
	

	
	· Priority Creditors and Substantial Shareholder Creditor 
	
	· Reclassified to Special Administration Creditors

	
	
	
	

	
	· Other Non-Essential Creditors
	
	· Reclassified as Unsecured Creditors 

	
	
	
	

	
	Proposed mode of settlement:
	
	Proposed mode of settlement:

	
	
	
	

	
	The mode of settlement for all the categories of creditors remain unchanged save for the following:

	
	
	
	

	
	Unsecured Lenders

Mode of settlement is by way of a nominal amount of RM127,442,816 ICULS to be issued by WCFI and issuance of 11,314,378 new ordinary shares of RM1.00 each in WCFI 
	
	Unsecured Lenders

ICULS are no longer issued.

Outstanding debts of RM150,283,140 is to be settled as follows: - 

	
	
	
	

	
	
	
	· 15% of the Outstanding Debts is to be waived.  All interests (including interest on overdue interest), penalty charges fees and any other monies whatsoever accruing on or arising from the Outstanding Debts after the Cut Off Date shall be waived completely by the Unsecured Lenders; and

	
	
	
	

	
	
	
	· 85% of the Outstanding Debts as at the Cut Off Date is to be settled through the issuance of 255,481,338 WCFI Shares at par value.

	
	
	
	

	
	Other Non-Essential Creditors
	
	Unsecured Creditors

	
	
	
	

	
	· 30% of the Outstanding Debts as at the Cut Off Date is to be waived;
	
	· 15% of the Outstanding Debts is to be waived.  All interests (including interest on overdue interest), penalty charges fees and any other monies whatsoever accruing on or arising from the Outstanding Debts after the Cut Off Date shall be waived completely by the Unsecured Creditors; and

	
	
	
	

	
	· 70% of the Outstanding Debts as at the Cut Off Date shall be paid, without interest, within 12 calendar months from the date of completion of the Proposed Restructuring Scheme.
	
	· 85% of the Outstanding Debts as at the Cut Off Date is to be settled through the issuance of 21,041,780 WCFI Shares at par value.



	
	
	
	

	5.
	Proposed Completion of the Acquisition of Resofocus by KPSD
	
	Proposed Completion of the Acquisition of Resofocus by KPSD

	
	
	
	

	
	In the submission to the SC dated 12 December 2001, the Begaraya Leasehold Landed Interest was valued at RM195,000,000, which had the purchase consideration of Resofocus set at RM120 million.  

An amount of RM80 million (“Deposit”) has been paid by KPSD as a non-refundable deposit to the vendors of Resofocus.  The remaining balance of the purchase consideration of RM40 million will be settled through the issue of 24 million new ordinary shares of RM1.00 each in WCFI and RM16 million nominal value of redeemable convertible unsecured loan stock.

After an appeal to the SC, the Begaraya Leasehold Landed Interest value was subsequently revised by the SC on 22 October 2003 to RM118,500,000.


	
	Pursuant to a revision on the market value for Begaraya Leasehold Landed Interest to RM118,5000,000 instead of RM195,000,000 by the SC on 22 October 2003, the purchase price of Resofocus is reduced to RM71,171,629. 

Consequently, as the purchase price is lower than the Deposit, the vendors shall undertake to repay difference to the Company by way of four (4) annual installments (“Installments”) of the following amount on the anniversaries of the date of the Supplemental Sale and Purchase Agreement dated 10 June 2004: -

Installment

Installment Amount

Anniversary

First

RM2,200,000

First

Second

RM2,200,000

Second

Third

RM2,200,000

Third

Fourth

RM2,228,371

Fourth



	
	
	
	

	6.
	Proposed Placement of WCFI Shares
	
	Proposed Placement of WCFI Shares

	
	
	
	

	
	None
	
	It is proposed that the Creditors place out a total of 100,000,000 WCFI Shares of RM0.50 each to APH, a company connected to DHYC, at a placement price of RM0.225 per share as follows: -

Creditors
No. of WCFI Shares
Secured Creditors
7,766,921
Guarantee Creditors
3,708,427
Unsecured Lenders
81,788,448
Other Non-Essential Creditors
6,736,204
Total

100,000,000
In connection to the above, APH has given a letter of undertaking to take up the abovementioned 100,000,000 WCFI Shares.



	7.
	Proposed Put and Call Option
	
	

	Proposed Put and Call Option
Original Workout Proposal

Proposed Modification
Grantor

DHYC and/or his nominees

APH

Instruments/Ordinary Shares

39,000,000 RCSLS “A’

36,408,645 RCSLS “B”

127,442,816 ICULS

78,000,000 RCSLS “A”

72,817,290 RCSLS “B”

187,998,466  WCFI Shares

Percentages of Put Option

Year 1

Year 2

Year 3

Year 5

Year 4

Year 6

Year 7

0%

0%

10%

15%

15%

25%

25%

Year 1

Year 2

Year 3

Year 5

Year 4

Year 6

Year 7

10%

10%

15%

15%

25%

25%

0%

Price of Put and Call

RM1.00 (Maybank BLR+1%)

for all years

Year 1

Year 2

Year 3

Year 5

Year 4

Year 6

Year 7

RM0.525

RM0.550

RM0.575

RM0.600

RM0.625

RM0.650

-



	
	
	
	

	8.
	Proposed Placement to Selected Investors
	
	Proposed Placement to Selected Investors

	
	
	
	

	
	It was proposed that in the event that the 25% public spread requirement could not be achieved pursuant to the Proposed Restructuring Scheme, DHYC and/or parties acting in concert with him will place out adequate number of shares of WCFI to public investors to ensure the public spread requirement of WCFI will be met.


	
	Written undertaking has been obtained from APH to place out an adequate number of shares to selected investors in order to meet the 25% public shareholding spread requirement of WCFI.




