
THE PROPOSED MEMBERS’ SCHEME OF ARRANGEMENT UNDER SECTION 176 OF THE COMPANIES ACT, 1965 WHICH INVOLVES THE FOLLOWING:

· THE PROPOSED ACQUISITION OF THE ENTIRE EQUITY INTEREST IN SETIA PUTRAJAYA SDN BHD (“SPJ”) COMPRISING 50,000,000 ORDINARY SHARES OF RM1.00 EACH IN SPJ (“SPJ SHARES”) BY A NEWLY INCORPORATED COMPANY, NAMELY PRUDENT LOCATION SDN BHD (“PRUDENT”), FROM THE SPJ VENDORS (AS DEFINED HEREIN) FOR A TOTAL PURCHASE CONSIDERATION OF RM148,000,000 TO BE SETTLED THROUGH THE ISSUANCE OF 74,000,000 ORDINARY SHARES OF RM1.00 EACH IN PRUDENT (“PRUDENT SHARES”) CREDITED AS FULLY PAID-UP AT AN ISSUE PRICE OF RM1.00 PER PRUDENT SHARE TOGETHER WITH 74,000,000 IRREDEEMABLE CONVERTIBLE PREFERENCE SHARES OF RM1.00 EACH IN PRUDENT (“PRUDENT ICPS”) AT AN ISSUE PRICE OF RM1.00 PER PRUDENT ICPS (“PROPOSED ACQUISITION OF SPJ”);

· THE PROPOSED ACQUISITION OF A PIECE OF FREEHOLD LAND (“LAND”) BY PRUDENT FROM KELANA VENTURES SDN BHD (“KVSB”) FOR A TOTAL PURCHASE CONSIDERATION OF RM59,246,174 TO BE SETTLED THROUGH THE ISSUANCE OF 29,623,087 PRUDENT SHARES CREDITED AS FULLY PAID-UP AT AN ISSUE PRICE OF RM1.00 PER PRUDENT SHARE TOGETHER WITH 29,623,087 PRUDENT ICPS AT AN ISSUE PRICE OF RM1.00 PER PRUDENT ICPS (“PROPOSED ACQUISITION OF LAND”);

· THE PROPOSED ACQUISITION OF THE ENTIRE EQUITY INTEREST IN KTD BY PRUDENT, FOR A TOTAL PURCHASE CONSIDERATION OF RM27,720,000 TO BE SETTLED THROUGH THE ISSUANCE OF 13,860,000 PRUDENT SHARES CREDITED AS FULLY PAID-UP AT AN ISSUE PRICE OF RM1.00 PER PRUDENT SHARE TOGETHER WITH 13,860,000 PRUDENT ICPS AT AN ISSUE PRICE OF RM1.00 PER PRUDENT ICPS TO THE SHAREHOLDERS OF KTD IN EXCHANGE FOR THE ENTIRE ISSUED AND PAID-UP SHARE CAPITAL OF KTD, ON THE BASIS OF 3.50 PRUDENT SHARES PLUS 3.50 PRUDENT ICPS FOR EVERY ONE (1) EXISTING KTD SHARE HELD (“PROPOSED ACQUISITION OF KTD”);

· THE PROPOSED PLACEMENT OF SUCH NUMBER OF PRUDENT SHARES AND PRUDENT ICPS TO ENABLE PRUDENT TO COMPLY WITH THE PUBLIC SPREAD REQUIREMENT (“PROPOSED PLACEMENT”); AND


THE PROPOSED TRANSFER OF LISTING STATUS OF KTD TO PRUDENT ON THE MAIN BOARD OF BURSA MALAYSIA SECURITIES BERHAD (FORMERLY KNOWN AS MALAYSIA SECURITIES EXCHANGE BERHAD) (“BURSA MALAYSIA”) (“PROPOSED TRANSFER OF LISTING STATUS”)
(COLLECTIVELY REFERRED TO AS THE “PROPOSALS”)

1.
INTRODUCTION

On behalf of the Board of Directors of KTD, Commerce International Merchant Bankers Berhad (“CIMB”) is pleased to announce that the Company had on 24 April 2004 entered into a Restructuring Agreement with Prudent, SP Setia Berhad (“SP Setia”), Putrajaya Holdings Sdn Bhd (“PJH”), Abad Kilat Sdn Bhd (“AKSB”) and Kelana Ventures Sdn Bhd (“KVSB”) in relation to the Proposals.  The Proposed Scheme of Arrangement involving the shareholders of KTD will be implemented pursuant to Section 176 of the Companies Act, 1965.

2.
DETAILS OF THE PROPOSALS

2.1 Proposed Acquisition of SPJ

2.1.1 Introduction

On 24 April 2004, Prudent had also entered into a sale of shares agreement with SP Setia, PJH, AKSB (collectively referred to as the “SPJ Vendors”) and SPJ in relation to the Proposed Acquisition of SPJ (“Sale of Shares Agreement”), which involves the proposed acquisition by Prudent of the entire equity interest in SPJ comprising 50,000,000 SPJ Shares from the SPJ Vendors for a total purchase consideration of RM148,000,000.  The purchase consideration will be settled through the issuance of 74,000,000 Prudent Shares credited as fully paid-up at an issue price of RM1.00 per Prudent Share together with 74,000,000 Prudent ICPS at an issue price of RM1.00 per Prudent ICPS, on the basis of one (1) Prudent Share plus one  (1) Prudent ICPS for every RM2.00 of the purchase consideration.

The details of the basis of arriving at the purchase consideration are set out in Section 2.1.3 hereof.  

The shares in SPJ to be acquired pursuant to the Proposed Acquisition of SPJ shall be free from all encumbrances, claims, charges and equities and with all rights attaching thereto as from the date of the Sale of Shares Agreement.

2.1.2 The Prudent Shares and Prudent ICPS

The new Prudent Shares to be issued pursuant to the Proposed Acquisition of SPJ shall, upon allotment and issue, rank pari passu in all respects with the existing Prudent Shares save and except that they shall not be entitled to any dividends, rights, allotments and/or other distributions, unless the allotment and issue of the new Prudent Shares were made on or prior to the Entitlement Date (i.e. the date and time on which the names of the shareholders must be entered in the Record of Depositors in order to be entitled to participate in any dividends, rights, allotments and/or other distributions). 

The principal terms of the Prudent ICPS are as follows:

Please refer to Table 1

2.1.3 The purchase consideration and the original cost of investment

The actual purchase consideration for the entire equity interest in SPJ will only be determined later based on the valuation of the entire equity interest in SPJ as determined by an independent professional valuer to be appointed later.

If the valuation of SPJ and its subsidiaries (“SPJ Group”) falls within 2% of RM148,000,000 either upwards or downwards, then the purchase consideration for the entire equity interest in SPJ shall remain at RM148,000,000.  However, if such revision exceeds 2% of RM148,000,000 either upwards or downwards, then the parties will be entitled to consult and discuss with each other for the purpose of determining the actual purchase consideration.  However, if the parties are unable to reach a mutual agreement within 14 days from the receipt of the valuation report, the parties will then be entitled to rescind the Sale of Shares Agreement.

Notwithstanding the above, in the event the Securities Commission (“SC”) revises the purchase consideration to not more than 2% of RM148,000,000 either upwards or downwards, the purchase consideration will be adjusted accordingly, and shall be used as the actual purchase consideration for the SPJ Group.  However, if such revision by the SC exceeds 2% of RM148,000,000 either upwards or downwards, then the parties will be entitled to consult and discuss with each other for the purpose of determining the actual purchase consideration.  However, if the parties are unable to reach a mutual agreement within 14 days from the date the SC’s decision was obtained, the parties will then be entitled to rescind the Sale of Shares Agreement.

Subject to the above, the 74,000,000 Prudent Shares and the 74,000,000 Prudent ICPS to be issued pursuant to the Proposed Acquisition of SPJ will be allotted and issued to the SPJ Vendors in the following manner:

Please refer to Table 2

The cost of investment of the SPJ Vendors, namely SP Setia, PJH and AKSB, in SPJ were RM26,098,033, RM20,000,000 and RM5,000,000 respectively.  The investments were made since year 1997.

2.1.4 Net tangible assets (“NTA”) and assumed liabilities

The audited consolidated NTA of the SPJ Group as at 31 October 2003 is RM84,927,102.  Based on the latest unaudited accounts of the SPJ Group as at 31 January 2004, the consolidated NTA of the SPJ Group was RM86,797,238.

There are no further liabilities to be assumed by Prudent pursuant to the Proposed Acquisition of SPJ other than those arising as a consequence of consolidating the SPJ Group as subsidiaries of the enlarged Prudent Group (defined herein as comprising Prudent and its subsidiaries).

2.1.5
Information on SPJ

SPJ was incorporated in Malaysia under the Companies Act, 1965 on 11 September 1996 as a private limited company.  The principal activities of SPJ are that of property development and construction.  Details of its subsidiaries are set out in Table 3.

The present authorised share capital of SPJ is RM200,000,000 comprising 200,000,000 SPJ Shares.  The issued and paid-up share capital of SPJ is currently RM50,000,000 comprising 50,000,000 SPJ Shares.

SPJ is a joint-venture company established, pursuant to a joint-venture agreement entered into between SP Setia and PJH on 15 May 1997, to jointly develop part of the Federal Administrative Centre at the Federal Territory of Putrajaya (“Principal JV Agreement”).  Pursuant to a development agreement (“Development Agreement”) dated 18 December 2002 entered into between Setia Putrajaya Development Sdn Bhd (formerly known as Kekal Kayangan Sdn Bhd) (“SPD”), a subsidiary of SPJ, and PJH, SPD was granted the development rights by PJH for the development of public residential and commercial properties as well as the construction of government quarters within Precincts 9, 15 and part of Precinct 1 (Parcel Z) in the Federal Territory of Putrajaya which spans over approximately 338.4 acres of development area (“Development Area”).  Subsequently, on 24 April 2004, the above parties had agreed to exclude Precinct 1 (Parcel Z) from the Development Area.  The balance of the Development Area excluding Precinct 1 (Parcel Z) is approximately 322.80 acres.

The salient terms of the Development Agreement are as follows:

(i) PJH grants to SPD the right to sell and develop residential and commercial units in the Development Area to the public; and

(ii) In consideration of the development rights, SPD is required to develop government quarters, reserve thirty percent (30%) of the number of public residential units in the Development Area for sale to civil servants and pay to PJH the value of the development rights.  
Pursuant to a supplemental joint venture agreement entered into between SP Setia and PJH on 18 December 2002 to vary the terms and conditions of the Principal JV Agreement (“Supplemental Agreement”), amongst others, SP Setia is required to guarantee that the SPJ Group shall achieve a minimum profit after tax of RM7.6 million and RM18.6 million for the financial years ended/ending 31 October 2003 and 2004 respectively (“Profit Guarantee”).  

Subsequently, based on the announcement by SP Setia dated 20 January 2004, the terms and conditions of the Supplemental Agreement were further varied, amongst others, the variation to the quantum and period such that SP Setia guarantees SPJ shall have on a cumulative basis, a total minimum profit after tax of RM44.75 million for the financial years 2003, 2004 and 2005.

A summary of the key audited financial data of SPJ for the past five (5) financial years ended 31 October 1999 to 2003 are as follows:

Please refer to Table 4
The Directors of SPJ and their shareholdings in SPJ, as at 20 April 2004, are as follows:

Please refer to Table 5

The substantial shareholders of SPJ and their respective shareholdings in SPJ, as at 20 April 2004, are as follows:

Please refer to Table 6
2.2 The Proposed Acquisition of Land

2.2.1 Introduction

On 24 April 2004, Prudent had also entered into a sale and purchase agreement with KVSB in relation to the Proposed Acquisition of Land (“Sale and Purchase of Land Agreement”), which involves the proposed acquisition by Prudent of a piece of freehold land measuring approximately 272.021 acres that forms part of HS(D) 290193, PTD 88357 in Mukim Tebrau, District of Johor Bahru from KVSB for a total purchase consideration of RM59,246,174.  The purchase consideration will be settled through the issuance of 29,623,087 Prudent Shares credited as fully paid-up at an issue price of RM1.00 per Prudent Share together with 29,623,087 Prudent ICPS at an issue price of RM1.00 per Prudent ICPS, on the basis of one (1) Prudent Share plus one (1) Prudent ICPS for every RM2.00 of the purchase consideration. 

The details of the basis of arriving at the purchase consideration are set out in Section 2.2.3 hereof.  

The land to be acquired pursuant to the Proposed Acquisition of Land shall be free from all encumbrances, claims, charges, caveats, liens and restraints, and with vacant possession, and with all rights attached but subject to all conditions expressed and implied in the document of title thereto as from the date of the Sale and Purchase of Land Agreement.

2.2.2 The Prudent Shares and Prudent ICPS

The new Prudent Shares to be issued pursuant to the Proposed Acquisition of Land shall, upon allotment and issue, rank pari passu in all respects with the existing Prudent Shares save and except that they shall not be entitled to any dividends, rights, allotments and/or other distributions, unless the allotment and issue of the new Prudent Shares were made on or prior to the Entitlement Date.

The Prudent ICPS to be issued pursuant to the Proposed Acquisition of Land shall form the same series and class of the Prudent ICPS to be issued pursuant to the Proposed Acquisition of SPJ, the principal terms of which are set out in Table 1.

2.2.3 The purchase consideration and the original cost of investment

The purchase consideration for the Land was arrived at on a willing buyer-willing seller basis.   Independent valuers will be appointed at a later date to determine the value of the Land.

Notwithstanding the above, in the event the SC revises the purchase consideration to not more than 2% of RM59,246,174 either upwards or downwards, the purchase consideration will be adjusted accordingly, and shall be used as the actual purchase consideration for the Land.  However, if such revision by the SC exceeds 2% of RM59,246,174 either upwards or downwards, then the parties will be entitled to consult and discuss with each other for the purpose of determining the actual purchase consideration.  However, if the parties are unable to reach a mutual agreement within 14 days from the date the SC’s revision was obtained, the parties will then be entitled to rescind the Sale and Purchase of Land Agreement.

The Land, which forms part of HS(D) 290193, PTD 88357, measures approximately 272.021 acres and, was originally acquired by KVSB in 1999 for a purchase consideration of RM16,497,206.

2.2.4 Net book value (“NBV”) of the Land and assumed liabilities

The NBV of the Land based on the latest audited accounts of KVSB as at 30 June 2003 was RM23,703,738. There are no liabilities to be assumed by Prudent pursuant to the Proposed Acquisition of Land.

2.2.5 Information on the Land

The Land is a piece of freehold land which has been approved for mixed development under Stage 2 and measures approximately 272.021 acres. The sub-block title of the Land is pending issuance by the relevant authority.  The Land is situated in Mukim Tebrau, District of Johor Bahru, approximately 15 minutes from downtown Johor Bahru.  

The approval from the relevant authority has been obtained for the issuance of individual block titles for the Land.  There are no encumbrances over the Land.

2.3 The Proposed Acquisition of KTD

The Proposed Acquisition of KTD involves the proposed acquisition of the entire equity interest in KTD by Prudent for a total purchase consideration of RM27,720,000 to be settled via Prudent issuing 13,860,000 Prudent Shares credited as fully paid-up at an issue price of RM1.00 per Prudent Share together with 13,860,000 Prudent ICPS at an issue price of RM1.00 per Prudent ICPS in exchange for the entire issued and paid-up share capital of KTD, on the basis of 3.50 Prudent Shares plus 3.50 Prudent ICPS for every one (1) existing KTD Share held.

The purchase consideration was arrived at on a willing buyer-willing seller basis based on a price of RM7.00 per KTD Share, representing a 41.4% discount to the five (5)-day weighted average market price of the KTD Shares until and including 23 April 2004 of RM11.94 per KTD Share.

The new Prudent Shares to be issued pursuant to the Proposed Acquisition of KTD shall, upon allotment and issue, rank pari passu in all respects with the existing Prudent Shares save and except that they shall not be entitled to any dividends, rights allotments and/or other distributions, unless the allotment and issue of the new Prudent Shares were made on or prior to the Entitlement Date.
The shares in KTD to be acquired pursuant to the Proposed Acquisition of KTD shall be free from all encumbrances, claims, charges and equities and with all rights attaching thereto as from the date of the Restructuring Agreement.  

The Prudent ICPS to be issued pursuant to the Proposed Acquisition of KTD shall form the same series and class of the Prudent ICPS to be issued pursuant to the Proposed Acquisition of SPJ and the Proposed Acquisition of Land, the principal terms of which are set out in Table 1.
2.4 The Proposed Placement

Under the Proposed Placement, SP Setia, PJH and AKSB will dispose of such number of Prudent Shares and Prudent ICPS to be received by SP Setia, PJH and AKSB and they will each hold approximately 25.2%, 19.2% and 5.4% of the Prudent Shares and Prudent ICPS in issue respectively after the Proposed Placement. KTD will endeavour to procure an undertaking from MMC to dispose of its entire holdings of Prudent Shares and Prudent ICPS to be received by MMC.

The Proposed Placement is necessary to enable Prudent to comply with the public shareholding spread requirement of Bursa Malaysia in relation to the enlarged issued and paid-up share capital of Prudent upon the completion of the Proposals.  This is necessary to enable the Prudent Shares and Prudent ICPS to be listed on the Official List of Bursa Malaysia.

The Proposed Placement may be carried out via placement by placement agent(s) to be appointed by the respective parties at a later date.

Based on the purchase consideration as set out in Section 2.1 and 2.2 hereof in relation to under the Proposed Acquisition of SPJ and the Proposed Acquisition of Land and upon the completion of the Proposed Placement, KVSB and SP Setia will each hold approximately 25.2% of the Prudent Shares and Prudent ICPS to be issued, respectively.  Similarly, PJH and AKSB will each hold approximately 19.2% and 5.4% of the Prudent Shares and Prudent ICPS to be issued, respectively. MMC will not hold any of the Prudent Shares or Prudent ICPS to be issued.  Based on the above, the number of Prudent Shares and Prudent ICPS to be disposed by the above parties are as follows:
Please refer to Table 7
The number of Prudent Shares and Prudent ICPS to be disposed of by the abovementioned parties are subject always to any changes due to the variations of the purchase consideration for the Proposed Acquisition of SPJ and the Proposed Acquisition of Land.

2.5
The Proposed Transfer of Listing Status

The Proposed Transfer of Listing Status involves the transfer of the listing status of KTD on the Main Board of the Official List of Bursa Malaysia to Prudent, and thereafter KTD will be de-listed from the Main Board of the Official List of Bursa Malaysia.  

3.
THE OTHER SALIENT TERMS OF THE RESTRUCTURING AGREEMENT, THE SALE OF SHARES AGREEMENT AND THE SALE AND PURCHASE OF LAND AGREEMENT

The other salient terms of the Restructuring Agreement are as follows:

(i) KTD and Prudent being satisfied, with the position of the SPJ Group pursuant to a due diligence exercise to be conducted on SPJ; 

(ii) The Conditions Precedent are to be fulfilled within ten (10) months from the date of the Restructuring Agreement subject to a further extension of three (3) months or any further extension as may agreed by the parties (“Approval Period”); 

(iii) The Restructuring Agreement has to be completed within four (4) months from the date of fulfilment of the last of the Conditions Precedent or within such further extended period as agreed by the parties.

The other salient term of the Sale of Shares Agreement is that the Sale of Shares Agreement is conditional upon the conditions precedent as set out in the Restructuring Agreement being fulfilled within the Approval Period.

The other salient term of the Sale and Purchase of Land Agreement is that the Sale and Purchase of Land Agreement is conditional upon the conditions precedent as set out in the Restructuring Agreement being fulfilled within the Approval Period. 

4. 
INFORMATION ON THE SPJ VENDORS

4.1
Information on SP Setia
SP Setia was incorporated in Malaysia under the Companies Act, 1965 on 8 August 1974 as a private limited company under the name of Syarikat Pembinaan Setia Sdn Bhd.  On 2 September 1992, it was converted into a public limited company and was subsequently listed on the Second Board of Bursa Malaysia on 12 April 1993.  On 19 January 1996, it changed its name to its current name.  It transferred its listing to the Main Board of Bursa Malaysia on 4 June 1996.

The present authorised share capital of SP Setia is RM1,000,000,000 comprising 1,000,000,000 ordinary shares of RM1.00 each, of which 558,114,550 ordinary shares of RM1.00 each have been issued and fully paid-up.

The principal activities of SP Setia are that of investment holding and building contractors.  The principal activities of its subsidiaries and associate companies are property development, investment holding, project management, club operator, building contractors, prefabrication, installation, sale of wood products, provision of kiln dry services, property management services, letting out of properties, property investment holding, road contractor, civil construction and maintenance and development of internet websites.

The Directors of SP Setia and their shareholdings in SP Setia, as at 20 April 2004, are as follows:

Please refer to Table 8
The substantial shareholders of SP Setia and their shareholdings in SP Setia, as at 20 April 2004, are as follows:
Please refer to Table 9
4.2
Information on PJH

PJH was incorporated in Malaysia under the Companies Act, 1965 on 19 October 1995 as a private limited company.

The present authorised share capital of PJH is RM3,000,000,000 comprising 3,000,000 ordinary shares of RM1,000.00 each, of which 2,200,000 ordinary shares of RM1,000.00 each have been issued and fully paid-up.

The principal activities of PJH are that of property development, sub-lease of buildings and investment holding. The principal activities of its subsidiaries and associate companies are general construction, property development, property management, management of shopping complex and investment holding.

The Directors of PJH and their shareholdings in PJH, as at 20 April 2004, are as follows:

Please refer to Table 10
The substantial shareholders of PJH and their shareholdings in PJH, as at 20 April 2004, are as follows:
Please refer to Table 11
4.3
Information on AKSB
AKSB was incorporated in Malaysia under the Companies Act, 1965 on 25 April 1997 as a private limited company.

The present authorised share capital of AKSB is RM100,000 comprising 100,000 ordinary shares of RM1.00 each, of which 2 ordinary shares of RM1.00 each have been issued and fully paid-up.

The principal activity of AKSB is that of investment holding. 

The Directors of AKSB and their shareholdings in AKSB, as at 20 April 2004, are as follows:

Please refer to Table 12
The substantial shareholders of AKSB and their shareholdings in AKSB, as at 20 April 2004, are as follows:
Please refer to Table 13

5. 
INFORMATION ON KVSB

KVSB, the vendor of the Land, was incorporated in Malaysia under the Companies Act, 1965 on 7 July 1992 as a private limited company.

The present authorised share capital of KVSB is RM5,000,000 comprising 5,000,000 ordinary shares of RM1.00 each, of which 5,000,000 ordinary shares of RM1.00 each have been issued and fully paid-up.

KVSB is principally involved in property development.

The Directors of KVSB and their shareholdings in KVSB, as at 20 April 2004, are as follows:

Please refer to Table 14
The substantial shareholders of KVSB and their shareholdings in KVSB, as at 20 April 2004, are as follows:
Please refer to Table 15

6. 
RATIONALE FOR THE PROPOSALS

Since November 1988, the Company’s only dredge was shut down, and hence the Company ceased its mining activities due to the persistent poor recovery by its dredge operations and the exhaustion of other mineable areas within the Company’s leases. Since the shutdown of the dredge, the Company had been actively looking for new business activities but was unable to identify a suitable opportunity.  The dredge was subsequently sold in November 1993 in view of the poor future prospects of any significant improvement in tin price.  

Subsequently, on 3 August 2001, the Company was classified as an affected listed issuer having an inadequate level of operations under Practice Note 10/2001 of Bursa Malaysia’s Listing Requirements, having had a ratio of cash and equivalents over the total Company’s assets of 87.2% as at the date of its then latest audited accounts for the year ended 31 January 2001. 

The Proposals aims to restructure the operational and financial position of KTD via the injection of viable businesses operated by the SPJ Group and the Land for future development purposes into Prudent.  Pursuant to the above, Prudent will assume the listing status of KTD. 

7. 
EFFECTS OF THE PROPOSALS ON KTD AND THE PRUDENT GROUP


7.1
KTD

The Proposals will not have any effect on the issued and paid-up share capital, NTA, future earnings and dividends of KTD, except for any expenses that may be incurred by KTD pursuant to the Proposals.  However, pursuant to the Proposed Acquisition of KTD, KTD will be a wholly-owned subsidiary of Prudent.



7.2
Prudent Group
The effects of the Proposals on the issued and paid-up share capital, NTA, shareholdings of the substantial shareholders, gearing, earnings and dividends of Prudent/Prudent Group are as follows:

7.2.1
Issued and paid-up share capital

The proforma effects of the Proposals on the issued and paid-up share capital of Prudent are as follows:

Please refer to Table 16

The Proposed Placement and the Proposed Transfer of Listing Status will not have any effect on the issued and paid-up share capital of Prudent.

7.2.2
NTA

The proforma effects of the Proposals on the NTA of the Prudent Group are as follows:

Please refer to Table 17

The Proposed Placement and the Proposed Transfer of Listing Status will not have any effect on the NTA of the Prudent Group.
7.2.3
Shareholdings of the substantial shareholders

The proforma effects of the Proposals on the shareholdings of the substantial shareholders of Prudent are as follows:

Please refer to Table 18
The Proposed Transfer of Listing Status will not have any effect on the shareholdings of the substantial shareholders of Prudent.
7.2.4
Gearing

The proforma effects of the Proposals on the gearing of the Prudent Group are as follows:
Please refer to Table 19

The Proposed Placement and the Proposed Transfer of Listing Status will not have any effect on the gearing of the Prudent Group.
7.2.5
Earnings

Barring any unforeseen circumstances, the Proposals are expected to be completed by the middle of calendar year 2005.  Pursuant to the Proposals, the future results of the Prudent Group would depend primarily on the performance of the SPJ Group and the future development of the Land.

7.2.6
Dividends

The management of KTD, the SPJ Vendors and KVSB have not deliberated nor decided on the declaration and payment of future dividends of Prudent after the completion of the Proposals.  Nevertheless, the actual dividends to be declared and paid will depend on, amongst others, the future performance of the Prudent Group, the future cashflow position and the future funding requirements of the Prudent Group.

8. 
THE PROSPECTS OF SPJ AND THE LAND


8.1
The Prospects of the SPJ Group


SPD was granted the development rights by PJH for the development of public residential, commercial properties as well as the construction of government quarters within Precinct 9 and Precinct 15 in the Federal Territory of Putrajaya.  Further, SP Setia has also provided the Profit Guarantee to SPJ for the financial years ending 31 October 2003 and 2004 as set out in Section 2.1.5 hereof.  Going forward, the SPJ Group will also be able to develop the Land and apply its expertise to secure new development and construction projects which are expected to contribute to the future earnings of the Prudent Group.

The future prospects of the SPJ Group as a property developer and a construction player are expected to be bright with the expected increase in demand for residential properties and the pump-priming exercise as announced by the Government to stimulate growth in the Malaysian economy.   Public sector spending would include the construction of new highways, hospitals and other buildings.  The private sector spending, on the other hand, will consist of residential development such as houses and condominium projects.

8.2
The Prospects of the Land

The Land is strategically located in the vicinity of Tebrau/Mount Austin, approximately 15 kilometres from downtown of Johor Bharu, details of which are set out in Section 2.2.5 hereof.  The surrounding area of the Land comprise a neighbourhood of established and developing housing estates such as Taman Setia Indah, Taman Mount Austin and Taman Daya where the response to the launches of the said developments were favourable.  This is evidenced by the shift in demand for properties to suburban areas such as Plentong, Ulu Tiram, Masai, Kempas, Tebrau, Kulai and Skudai, all of which are located within 10 to 30 km from the city centre of Johor Bahru. As such, the prospects for the development of the Land are favourable in light of its strategic location.  

Further, taking advantage of the experience and expertise of the SPJ Group in the property development industry coupled with the right marketing strategy and future development plans, the Proposed Acquisition of Land is expected to enhance the long term growth of the Prudent Group by providing the group with a strategic land-bank for future development.

9. 
INVESTMENT CONSIDERATIONS 

The investment considerations relating to the Proposals, which may not be exhaustive, include the following:

9.1 No Prior Market  for Prudent Shares and Prudent ICPS
Prior to the Proposals, there is no public market for the Prudent Shares and Prudent ICPS.  There can be no assurance that an active market for the Prudent Shares and Prudent ICPS will develop upon the listing, or that such market, if developed will be sustained.  Further, the market price of the Prudent Shares and Prudent ICPS could be subject to significant fluctuations due to various external factors and events, including the liquidity of the Prudent Shares and Prudent ICPS in the market, the price of the Prudent Shares, the difference between the Prudent Group’s actual financial or operating results and those expected by investors and analysts, the general market conditions, the property development and construction industries and broad market fluctuations.

9.2 Business Risk 
Upon the completion of the Proposals, the Prudent Group will be involved in the property development industry.  Consequently, the Prudent Group will be subject to risks inherent in the property development industry. 

These inherent risks include shortages of labour and construction materials, increase in the cost of labour and construction materials, increase in cost of operations which may result in cost overrun, delays in projects due to factors beyond the control of the Prudent Group, changes in the relevant government policies and regulations, environmental issues, changes in the general economic, business and credit conditions, changes in the master layout plan of the projects and the developments within the vicinity of the development projects. The future prospects of the Prudent Group will also depend on its ability to secure new property development projects.

Although the management of the SPJ Group seeks to limit these risks through, inter alia, implementation of differentiation strategies, implementation of competitive employment packages to employ, train and motivate a suitable staff force and through planning and close monitoring of its property development projects, no assurance can be given that any unforeseen change to these factors will not have a material adverse effect on the performance of the Prudent Group.

9.3 Competition

Although competition from new entrants is limited due to the high cost of entry into the property development industry, the Prudent Group will face competition from existing players in these industries.  The competition in the property development industry arises in respect of the availability of strategically located and reasonably priced land banks, the supply of labour, costs of building materials, the selling prices of properties and concept of the development.

Although the Prudent Group will seek to remain competitive through close monitoring of the developments within the property industry and will endeavor to secure new development projects either via joint ventures or through own acquisition of strategic land banks and continue to adopt the latest in development concepts and techniques, no assurance can be given that the Prudent Group will be able to maintain its competitive edge and existing market share in the future. 

9.4 Future Land Bank Requirements

Immediately upon the completion of the Proposals, the Prudent Group will have rights to develop properties located in the Federal Territory of Putrajaya and will also own a strategic piece of land located in Mount Austin, Johor Bahru.  It is expected that the current and future developments of the above properties and Land will contribute positively to the earnings of the Prudent Group for the immediate future financial years.  The total area available to be developed by the Prudent Group vis-à-vis the above properties is approximately 594.821 acres.

Notwithstanding the above, in order for the Prudent Group to sustain its future profits, the Prudent Group will have to acquire such new land banks at reasonable costs in future or secure development rights on terms which are fair if not favourable to the Prudent Group in order to sustain its future profitability beyond the expected life span of the existing land bank.  

It is expected that the future management of the Prudent Group will continue to assess and consider the participation of the Prudent Group in lucrative developments rights or to acquire strategic development lands to ensure that the land bank of the Prudent Group will be maintained in order to sustain its future earnings.  Nevertheless, as explained above, it is expected that the existing development arrangement and the land bank is sufficient to sustain the earnings of the Group over its immediate future.

9.5 Delay in Completing Projects

Completion of a development and/or construction project on time is dependent on many external factors which may be beyond the control of the Prudent Group, and such factors include the ability to obtain timely approvals from various regulatory authorities, sourcing and securing quality construction materials in adequate amounts, favourable credit terms and satisfactory performance of contractors who were appointed to complete the development project.

The management of the Prudent Group to be appointed is experienced in the property development industry.  They will monitor the project schedules closely and the intended management personnel have a good working relationship with the suppliers and contractors of the SPJ Group.  The above will minimise the potential delays in the completion of the development projects undertaken and to be undertaken by the Prudent Group.  Nevertheless, there can be no assurance that the occurrence of any unforeseen circumstances relating to such external factors will not lead to delays in the completion of the projects assumed by the Prudent Group.  The delays may have a direct impact on the Prudent Group’s profitability and reputation.

9.6 Increase in Project Costs

Appreciation of land cost and construction cost fluctuations are inherent risks in the property development industry.  Higher costs of land and construction materials may affect the profit margins of property developers.  Further, any increase in the selling prices of the Prudent Group’s development properties or any upward revisions in the contract sum of development projects may adversely affect the demand for the Prudent Group’s property development services.

Notwithstanding the above, the above risk is not expected to have any adverse effect on the immediate future earnings of the Prudent Group as the Prudent Group has secured sufficient land bank and development rights to enable it to generate sustainable profits for the immediate future.  Further, the Prudent Group will closely monitor and consider the fluctuations in the prices of suitable land banks and cost of operations in deciding on future projects to ensure that the future earnings of the Prudent Group, where possible, is maintained.

9.7 Dependency on Key Management
It is expected that the continued success of the Prudent Group will depend to a significant extent upon the abilities and continued efforts of the existing team of Directors and senior management of the SPJ Group who have extensive experience and expertise in the fields of property development.  The loss of any of their Directors or key members of the senior management may affect the future performance of the Prudent Group.  The future success of the Prudent Group will also depend upon the ability of the Prudent Group to attract, retain and groom experienced personnel to take on the role of the future key management.
9.8 Potential Competing Businesses

Certain of the proposed major shareholders of Prudent Group may be involved in the carrying on similar business activities as the Prudent Group which may give rise to potential competing businesses.

To safeguard the interests of the Prudent Group, the three (3) proposed principal shareholders of Prudent, namely KVSB, SP Setia and Putrajaya, will have representatives on the Board of Directors of Prudent to mitigate the risk of any potential conflict of interests.  As such, no one substantial shareholder will be able to control the outcome of matters which may contribute to conflict of interests situations with the existing businesses carried out by the Prudent Group.  
10. 
APPROVALS REQUIRED

The Proposals are subject to approvals being obtained from the following:

(i) The SC, for the Proposals and the listing of and quotation for the Prudent Shares and Prudent ICPS to be issued pursuant to the Proposals and the new Prudent Shares to be issued pursuant to the conversion of the Prudent ICPS (including the conversion of the unpaid dividends, where applicable) on the Official List of Bursa Malaysia;

(ii) Bursa Malaysia, for the admission, listing of and quotation for the Prudent Shares and Prudent ICPS to be issued pursuant to the Proposals and the new Prudent Shares to be issued pursuant to the conversion of the Prudent ICPS (including the conversion of the unpaid dividends, where applicable)  on the Official List of Bursa Malaysia and the Proposed Transfer of Listing Status;

(iii) The Foreign Investment Committee for the Proposals;

(iv) The order of the High Court of Malaya sanctioning the Proposed Scheme of Arrangement under Section 176 of the Companies Act, 1965;

(v) The shareholders of KTD for the Proposals at a general meeting and the Proposed Scheme of Arrangement at the court convened meeting to be held at a later date;

(vi) The shareholders of SP Setia for its participation in the Proposals, where applicable;

(vii) The shareholders of KVSB for the Proposed Acquisition of Land, where applicable;

(viii) Any governmental authorities required by PJH for the Proposed Acquisition of SPJ, where applicable; and

(ix) Any other relevant authorities and/or parties, if applicable.
If necessary, a waiver may be sought in accordance with Section 33 of the Securities Commission Act, 1993 and the Malaysian Code on Take-Overs and Mergers, 1998, in relation to the Proposed Acquisition of SPJ, Proposed Acquisition of Land and Proposed Acquisition of KTD (“Proposed Waiver”).

All the individual proposals and the Proposed Waiver, if necessary, are inter-conditional to one another.  To the extent practicable, all the individual proposals under the Proposals will be implemented at the same time.  

11. 
DIRECTORS’ AND SUBSTANTIAL SHAREHOLDERS’ INTERESTS

Save as disclosed below, none of the Directors and/or substantial shareholders of KTD and persons connected to the Directors and/or substantial shareholders of KTD have any interests, direct or indirect, in the Proposals.

On 23 April 2004, Tan Sri Dato’ Syed Mokhtar Shah bin Syed Nor, a substantial shareholder of MMC (which is the holding company of KTD), entered into a conditional agreement to acquire and to subscribe for shares in KVSB such that he will effectively own the entire equity interest in KVSB.  As such, Tan Sri Dato’ Syed Mokhtar Shah bin Syed Nor is deemed a substantial shareholder of KVSB.  

In view of the above, Tan Sri Dato’ Syed Mokhtar Shah bin Syed Nor, MMC, KVSB and parties connected to them (“Connected Parties”) are deemed interested in the Proposed Acquisition of Land.  Further, as all the individual proposals under the Proposals are inter-conditional to one another, the Connected Parties are deemed interested in the Proposals.  Hence, the Connected Parties will abstain from voting in respect of all the proposals under the Proposals at the general meeting of the Company as well as at the court convened meeting of the shareholders of KTD pertaining to the Proposed Scheme of Arrangement.  The Connected Parties will also ensure that persons connected to them will abstain from voting on all the individual proposals under the Proposals at the general meeting of the Company as well as the Proposed Scheme of Arrangement at the court convened meeting of the shareholders of KTD.

Further, as Dato Hilmi Mohd bin Mohd Noor, the Chairman of KTD, and Dato’ Ismail Shahudin, are nominated to the Board of Directors of KTD by MMC, they have abstained and will continue to abstain from any deliberations on the Proposals.  Where applicable, Dato Hilmi Mohd bin Mohd Noor and Dato’ Ismail Shahudin will also abstain from voting in respect of their direct and indirect shareholdings in KTD in the general meeting in respect of all the individual proposals under the Proposals and at the court convened meeting of the shareholders of KTD pertaining to the Proposed Scheme of Arrangement.

12. 
STATEMENT BY THE DIRECTORS

The Board of Directors of KTD, except for Dato Hilmi Mohd bin Mohd Noor and Dato’ Ismail Shahudin who are nominated to the Board of Directors of KTD by MMC, is of the opinion that the Proposals are in the best interest of KTD.

13.
ADVISER AND INDEPENDENT ADVISER

CIMB has been appointed as the adviser for the Proposals.  

RHB Sakura Merchant Bankers Berhad has been appointed as the independent adviser to advise the independent members of the Board of Directors of KTD and the minority shareholders of KTD as to whether the Proposals are fair and reasonable to the minority shareholders of KTD and whether it is of detriment to the minority shareholders of KTD.
14.
ESTIMATED TIME FRAME FOR THE COMPLETION OF THE PROPOSALS

Barring any unforeseen circumstances and subject to all the required approvals being obtained, the Proposals are expected to be completed by the second half of calendar year 2005.

15.
DEPARTURE FROM THE POLICIES AND GUIDELINES ON ISSUE/OFFER OF SECURITIES OF THE SC (“SC GUIDELINES”)

Save as disclosed below, the Proposals are not expected to depart from the SC Guidelines.

15.1
Paragraph 12.09 of the SC Guidelines
Paragraph 12.09 of the SC Guidelines, which applies to the Proposals, states that for acquisitions resulting in a change in dominant shareholder/Board, a moratorium on disposal will be imposed on 50% of the consideration securities to be received by the vendor of the assets to be injected, whereby the vendor will not be allowed to sell, transfer or assign his/her/its holdings of securities for one year from the date the securities issued as consideration for the acquisition are listed on Bursa Malaysia, or from the date of issue if the securities are unlisted.

As PJH, one of the SPJ Vendors, may dispose its entire holdings of the Prudent Shares and Prudent ICPS to be received pursuant to the Proposed Acquisition of SPJ within one (1) year from the date of listing of the Prudent Shares and Prudent ICPS, this may not comply with the above requirement of the SC Guidelines.  KTD will apply to the SC for a waiver for PJH from complying with the requirement of Paragraph 12.09 of the SC Guidelines.  

15.2
Paragraph 10.07 of the SC Guidelines
As disclosed in Section 11 hereof, the Connected Parties are deemed interested in the Proposed Acquisition of Land.  As all the individual proposals are inter-conditional to one another, the Proposals are deemed to be related party transactions.

Paragraph 10.07 of the SC Guidelines states that the pricing of the shares issued to vendors as consideration for the acquisition of assets from related parties must be set at least at the weighted average market price for the five (5) market days prior to the date on which the terms of the transaction were agreed upon.

The total purchase consideration for the entire equity interest in KTD comprising 3,960,000 KTD Shares is set at a purchase price of RM7.00 per KTD Share, which represents a 41.4% discount to the five (5)-day weighted average market price of the KTD Shares until and including 23 April 2004 of RM11.94 per KTD Share.  As such, based on the substance of Paragraph 10.07 of the SC Guidelines, this may pose a possibility of departure from the abovementioned paragraph.  In this regard, where required, KTD will apply to the SC for a waiver from complying with the requirements of Paragraph 10.07 of the SC Guidelines.

16.
SUBMISSION TO THE SC

Although the Company will strive to submit the application for the Proposals to the SC and FIC within two (2) months from the date of this announcement in accordance with Bursa Malaysia’s Listing Requirements of Practice Note No 10/2001, Level of Operations, the application is expected to be made within six (6) months from the date of this announcement.

17.
DOCUMENTS FOR INSPECTION 

The Restructuring Agreement, Sale of Shares Agreement and Sale and Purchase of Land Agreement are available for inspection at the registered office of the Company at 10th Floor, Block B, HP Towers, No. 12, Jalan Gelenggang, Bukit Damansara, 50490 Kuala Lumpur during normal business hours from Mondays to Fridays (except for public holidays) for a period of three (3) months from the date of this announcement.
This announcement is dated 24 April 2004.
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