SCK GROUP BERHAD (“SCK” or “the Company”)

· Requisite Announcement pursuant to Paragraph 5.0 of Practice Note No. 4/2001 of the Kuala Lumpur Stock Exchange (KLSE) Listing Requirements

1.
INTRODUCTION
Aseambankers Malaysia Berhad (“Aseambankers”) wishes to announce on behalf of the Board of SCK that the Company proposes to undertake the following corporate restructuring exercise:

(a) Proposed capital reduction exercise to reduce the existing issued and paid-up share capital from RM19,875,000 comprising 19,875,000 ordinary shares of RM1.00 each to 19,875,000 ordinary shares of RM0.10 each, involving the cancellation of RM0.90 from every ordinary share of RM1.00 each in SCK and thereafter consolidated into 1,987,500 ordinary shares of RM1.00 each on the basis of ten (10) RM0.10 ordinary shares to one (1) RM1.00 ordinary share (“Proposed Capital Reduction”);

(b) Proposed renounceable rights issue of 4,968,750 new ordinary shares of RM1.00 each at par on the basis of five (5) new ordinary shares for every two (2) existing ordinary shares held after Proposed Capital Reduction together with 4,968,750 free detachable warrants on the basis of one (1) free detachable warrant for every one (1) new rights share subscribed (“Proposed Rights Issue With Warrants”);

(c) Proposed settlement of the entire credit facilities in SCK amounting to RM80.05 million to the lenders of SCK (“Lenders”) as set out in Table 1; via a proposed partial waiver of interest and principal amounting to RM44,948,000 and by utilizing part of the proceeds from the Proposed Rights Issue with Warrants. The balance of the total debt pursuant to the proposed debt waiver and cash repayment from the Proposed Rights Issue with Warrants is RM33,302,000, of which will be converted into 33,302,000 ordinary shares of RM1.00 each (“Proposed Debt Settlement Scheme”);

(d) Proposed put and call option arrangement between YAM Tengku Syarif Laksamana Perlis Dato’ Seri DiRaja Syed Razlan Jamalullail (“Dato’ Seri Syed Razlan”), Adnan Bin Mohamed Lazim and/or their nominees (collectively referred to as “the Holders”) and the Lenders for the entire 33,302,000 ordinary shares of RM1.00 each to be issued pursuant to the proposed debt-equity conversion under the Proposed Debt Settlement Scheme (“Proposed Put-Call Option”);

(e) Proposed waiver from undertaking a mandatory general offer (“MGO”) to be sought by the Holders pursuant to the Proposed Put-Call Option (“Proposed Waiver from MGO”);

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

2.
PROPOSED RESTRUCTURING SCHEME
The details of the Proposed Restructuring Scheme are as follows:-


(a) 
Proposed Capital Reduction

The proposed capital reduction of SCK’s existing issued and paid-up share capital comprising 19,875,000 ordinary shares of RM1.00 each to 1,987,500 ordinary shares of RM1.00 each, involving the cancellation of 90 sen from every ordinary share of RM1.00 each in SCK and further consolidation into 1,987,500 ordinary shares of RM1.00 each on the basis of ten (10) RM0.10 ordinary shares to one (1) RM1.00 ordinary share.

The Proposed Capital Reduction will give rise to a credit of RM17.89 million which will be set-off against the accumulated losses of the Company.

(b) 
Proposed Rights Issue With Warrants

The proposed renounceable rights issue of 4,968,750 new ordinary shares of RM1.00 each at par on the basis of five (5) new ordinary shares for every two (2) existing ordinary shares held after Proposed Capital Reduction together with 4,968,750 free detachable warrants on the basis of one (1) free detachable warrant for every one (1) new rights share subscribed.



Utilisation of Proceeds

The proceeds to be raised from the Proposed Rights Issue with Warrants of RM4,968,750 are proposed to be utilized as follows:

	
	RM

	Cash repayment to Lenders
	1,800,000

	Working capital
	2,200,000

	Estimated corporate restructuring expenses
	968,750

	Sub-total
	4,968,750

	Additional working capital 

(after full exercise of warrants *)
	4,968,750

	Total
	9,937,500


* assuming the exercise price of the Warrants is RM1.00 per Warrant.

(c) 
Proposed Debt Settlement Scheme

The entire outstanding credit facilities of RM80.05 million (inclusive of principal and accrued interest) in SCK is proposed to be settled partly by a combination of cash, equity and a partial waiver of debt. A waiver of approximately 56.15% from the total debt is proposed to be sought from the Lenders. Part of the proceeds raised from the Proposed Rights Issue with Warrants amounting to RM1.8 million will be utilized to settle part of the credit facilities owed to Lenders. The balance of the credit facilities amounting to RM33,302,000 will be converted into 33,302,000 ordinary shares of RM1.00 each. The conversion ratio of the debt is based on one (1) ordinary share of RM1.00 each in SCK for every RM1.00 of debt owed to the Lenders. It is further proposed that the Lenders grant an interest free period from 1 October 2002 up to completion of the Proposed Restructuring Scheme.

A summary of the Proposed Debt Settlement Scheme is as follows:

	
	
	
	RM

	
	Principal amount of bank borrowings @ 

1 January 1999
	
	63,544,000

	
	Interest accrued up to 30 September 2002
	
	16,506,000

	
	Total bank borrowings as at 

30 September 2002
	
	80,050,000

	
	
	
	

	
	Waiver of Interest 
	
	16,506,000

	
	Waiver of Principal
	
	28,442,000

	
	Proposed Debt Waiver
	(56.15%)
	44,948,000

	
	
	
	

	
	
	
	
	RM

	
	Proceeds from Rights Issue 
	
	
	1,800,000

	
	Proposed Debt-Equity Conversion 
	
	
	33,302,000

	
	Total Settlement 
	
	
	35,102,000


(d) 
Proposed Put-Call Option

In conjunction with the Proposed Debt Settlement Scheme, it is proposed that Dato’ Seri Syed Razlan and Adnan Bin Mohamed Lazim and/or their nominees (“the Holders”), enter into a put and call option arrangement with the Lenders for the 33,302,000 ordinary shares of RM1.00 to be issued pursuant to the proposed debt-equity conversion.

The main objective is to ensure that the Lenders will receive full cash repayment of the nominal value of debts due plus holding costs to them pursuant to the proposed debt waiver.

Information on the Holders

Dato’ Seri Syed Razlan and Adnan Bin Mohamed Lazim are the directors and also substantial shareholders of Budaya Tekun Sdn Bhd (“Budaya Tekun”) with shareholdings of 15% and 77% respectively. Dato’ Seri Syed Razlan is also Executive Chairman and Director of SCK.

Budaya Tekun is a contractor and registered with PKK – Class A and CIDB Grade G07 with its principal activities involves civil contractor, project management consultant, supplier of building material and town regional planning consultant.

Budaya Tekun has entered into a Memorandum of Understanding (“MOU”) with SCK on 24 December 2002, whereby Budaya Tekun shall subcontract part of its secured projects of RM91.0 million and other projects to be secured in future to SCK.



Terms of the Put and Call Option



The summary of the terms of the put and call option are as follows:

	Option Price
	:
	One day after 1st anniversary up to 2nd anniversary


	:
	RM1.07

	
	
	One day after 2nd anniversary up to 3rd anniversary


	:
	RM1.14

	
	
	One day after 3rd anniversary up to one day before 4th anniversary


	:
	RM1.21

	
	
	On the 4th anniversary


	:
	RM1.28


	Put Option Period
	:
	One day after 1st anniversary up to 2nd anniversary
	:
	10% of the option shares/ outstanding option shares (up to 3,330,200 shares)



	
	
	One day after 2nd anniversary up to 3rd anniversary
	:
	20% of the option shares / outstanding option shares (up to 6,660,400 shares)



	
	
	One day after 3rd anniversary up to one day before 4th anniversary


	:
	30% of the option shares / outstanding option shares (up to 9,990,600 shares)



	
	
	On the 4th anniversary
	:
	40% (the balance) of the option shares / outstanding option shares (13,320,800 shares)

	Call Option Period
	:
	From the date of issuance up to     4th anniversary


	:
	Any unsold option shares.


	Trigger price
	:
	If the market price of the shares is more than RM1.40, the Lenders will have the option to sell the option shares in the open market, subject to a first right of refusal to Holders.



	Security for Put Option
	:
	Unsecured.
	
	

	
	:
	However, in the event that the Holders are able to provide security in an acceptable form to the Lenders, it is proposed that the Holders will be able to call for the remaining unsold shares at a call option schedule to be mutually agreed upon at a later date.


	
	

	Other Conditions
	:
	i)  The put and call option is subject to the Securities Commission granting waiver to the Holders from undertaking an MGO.


	
	

	
	
	ii)   Notwithstanding the security for put option clause mentioned above, the Put and Call Option shall cover only the remaining numbers of option shares held by the Lenders. Any option shares sold by the Lenders in the open market shall be excluded from the Put Option in direct order of the Put Option Period schedule.
	
	

	
	
	
	
	

	
	
	
	
	


(e) 
Proposed Waiver from MGO

Upon the full exercise of the Proposed Put-Call Option, the Holders (namely Dato’ Seri Syed Razlan and Adnan Bin Mohamed Lazim and/or their nominees) will collectively hold 33,302,000 ordinary shares of RM1.00 each in SCK representing 82.72% of the enlarged issued and paid-up share capital of SCK. The Holders would be required to make a mandatory offer under Part II of the Code on Take-Overs and Mergers 1998 (“the Code”) for the remaining 6,956,250 ordinary shares of RM1.00 each representing 17.28% of the issued and paid-up capital of SCK not already owned by the Holders.

The Holders will be seeking a waiver from the aforesaid obligation as permitted by the SC under its Practice Notes of the Code.

3.
RATIONALE FOR THE PROPOSED RESTRUCTURING SCHEME

The objective of the Proposed Restructuring Scheme is to enable SCK to restructure and discharge its financial obligations in an equitable and orderly manner which will allow the Lenders to receive significantly higher return than they would otherwise receive if SCK were to be liquidated. In addition, the Proposed Restructuring Scheme will alleviate the current debt burden of SCK through debt waiver and debt conversion into shares in SCK.

Although the existing shareholders of SCK will experience a capital reduction, it is envisaged by the Board of Directors of SCK that the Proposed Restructuring Scheme will provide them the opportunity to participate in a company with better financial health. Moving forward, the existing shareholders can partially restore their participation in the Company by subscribing for the Proposed Rights Issue with Warrants.

Pursuant to the completion of the Proposed Restructuring Scheme and exercise of the Put and Call Option, SCK is set to become a bumiputera controlled company in line with the government’s objectives under the New Economic Policy. Consequently, SCK will be able to leverage on the listed and Bumiputera status and compounded with the strong track record of the Company in refurbishing and renovation works, the directors believe that SCK will be in good stead to undertake government projects (in particular the Putrajaya and Cyberjaya developments). Budaya Tekun, a company jointly controlled by the Holders have also agreed via the MOU with SCK to subcontract part of their current and future construction works to SCK as an immediate measure to assist SCK in moving out of its current financial condition.

The Proposed Restructuring Scheme will also ensure that SCK is able to meet the listing requirements of KLSE on the minimum paid-up capital for Second Board companies of RM40 million.

4.
FINANCIAL EFFECTS OF THE PROPOSED RESTRUCTURING SCHEME

The financial effects of the Proposed Restructuring Scheme are set out below:

4.1 
Share capital 

The effects of the Proposed Restructuring Scheme on the issued and paid-up share capital of SCK are set out in Table 2.
4.2 
Earnings

Barring any unforeseen circumstances, the Proposed Restructuring Scheme is expected to enhance the future earnings of SCK by reducing financing charges by RM3.66 million per annum (based on actual interest accrued in calendar year 1 January 2002 to 31 December 2002). It is also expected, once the Company is no longer classified under the PN4 status, it will be in a better position to undertake future projects that will contribute positively to its earnings.

4.3
Net Tangible Assets

The effects of the Proposed Restructuring Scheme on the net tangible assets (“NTA”) of the Group are set out in Table 3. 

4.4 
Shareholding Structure

The effects of the Proposed Restructuring Scheme on the shareholding of the Group are set out in Table 4.

5.
APPROVALS REQUIRED

The Proposed Restructuring Scheme is conditional upon the following approvals:

i. Securities Commission (“SC”);

ii. Foreign Investment Committee;

iii. Ministry of International Trade and Industry, if required;

iv. KLSE;

v. Shareholders of SCK;

vi. Lenders of SCK;

vii. Any other relevant authorities.

6.
DIRECTORS’ AND MAJOR SHAREHOLDERS’ INTEREST

Dato’ Seri Syed Razlan is the Executive Chairman and Director of SCK. Hence, he is deemed interested in the Proposed Put-Call Option and will abstain from all Board deliberations pertaining to the Proposed Put-Call Option. Dato’ Seri Syed Razlan will also undertake to ensure that the persons connected to him will abstain from voting at the Company’s forthcoming extraordinary general meeting for considering the Proposed Put-Call Option. 

Save as disclosed in the abovementioned, none of the Directors and major shareholders of SCK and persons connected to them has any interest, direct or indirect, in the Proposed Put and Call Option.

7.
DIRECTORS’ STATEMENT

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

8.
SUBMISSION TO AUTHORITIES

The application to the relevant authorities on the Proposed Restructuring Scheme is expected to be made within 3 months from the date of this announcement. 

9.
STATUS OF THE PROPOSED RESTRUCTURING SCHEME

The Company is currently in discussion with some of the Lenders on the Proposed Restructuring Scheme and it is expected that the negotiations with the Lenders will be finalized within 2 months from the date of this announcement.

A put and call option agreement will be executed between the Holders and the Lenders upon finalisation of the Proposed Restructuring Scheme.

Table:

Table 1 – List of Lenders of SCK

1. Perwira Affin Bank Berhad (currently known as Affin Bank Berhad)

2. Arab Malaysian Bank Berhad (currently known as AmBank Berhad)

3. Danaharta Managers Sdn Bhd

4. Pengurusan Danaharta Nasional Berhad

5. RHB Bank Berhad

6. Malayan Banking Berhad

7. HSBC Bank Malaysia Berhad

Table 2 – Share Capital

	
	
	
	
	
	
	

	
	
	
	
	    No. of Shares
	Par Value
	       RM

	
	Existing
	
	
	            19,875,000 
	1.00
	19,875,000

	
	Proposed Capital Reduction
	
	
	           (17,887,500)
	
	       (17,887,500)

	
	
	
	
	              1,987,500 
	1.00
	             1,987,500 

	
	Proposed Rights Issue with Warrants
	
	
	            4,968,750   
	1.00
	            4,968,750   

	
	
	
	
	              6,956,250 
	1.00
	             6,956,250

	
	Proposed Debt – Equity Conversion
	
	
	            33,302,000
	1.00
	          33,302,000

	
	Enlarged share capital before exercise of Warrants
	            40,258,250
	1.00
	           40,258,250

	
	Exercise of Warrants
	              4,968,750
	1.00
	            4,968,750

	
	Enlarged share capital after exercise of Warrants
	          45,227,000
	1.00
	          45,227,000

	
	
	
	
	
	
	


Table 3 - NTA

	
	
	
	
	
	
	
	

	
	
	(I)
	 (II) 
	(III)
	 (IV) 
	 (V) 
	(VI)

	
	
	 Existing 
	After (I) and Proposed Capital Reduction
	After (II) and Proposed Rights Issue With Warrants
	After (III) and Proposed Debt Settlement Scheme
	After (IV) and Exercise of Proposed Put-Call Option
	After (V) and Full Exercise of Warrants4

	
	
	 RM 
	 RM 
	 RM 
	 RM 
	 RM 
	 RM 

	Ordinary share capital
	
	                           19,875,000 
	             1,987,500 
	     6,956,250 
	           40,258,250
	           40,258,250
	45,227,000

	Share Premium
	
	                         -   
	                         -   
	                      -   
	                         -   
	                  -   
	                  -   

	Accumulated losses
	
	                         (80,297,000)   
	            (62,409,500)1
	   (62,409,500)
	         (17,461,500)2
	         (17,461,500)
	         (17,461,500)3

	Shareholders' Funds
	
	                           (60,422,000)
	         (60,422,000)
	    (55,453,250) 
	22,796,750
	22,796,750
	27,765,500

	Less:
	
	
	
	
	
	
	

	Goodwill on consolidation
	
	                         -   
	           -
	                      -
	           -
	           -
	           -

	NTA
	
	                           (60,422,000)
	         (60,422,000)
	       (55,453,250)
	22,796,750
	22,796,750
	   27,765,500

	
	
	
	
	
	
	
	

	NTA per share (sen)
	
	(304.01)
	(3040.10)
	(797.17)
	56.63                
	56.63                
	61.39


Notes:

1. After set-off from credit arising from the Proposed Capital Reduction.

2. After set-off from credit arising from the extraordinary gain from the Proposed Debt Settlement Scheme.

3. Assuming the exercise price of the Warrants is at RM1.00 per Warrant. 

Table 4 – Shareholding structure

	
	(I)
	
	(II)
	
	(III)
	
	(IV)
	
	(V)
	
	(VI)
	

	
	Existing
	
	After (I) and Proposed Capital Reduction
	
	After (II) and Proposed Rights Issue With Warrants
	
	After (III) and Proposed Debt Settlement Scheme
	
	After (IV) and Exercise of Proposed Put -Call Option
	
	After (V) and Full Exercise of Warrants
	

	
	No. of Shares
	%
	No. of Shares
	%
	No. of Shares
	%
	No. of Shares
	%
	No. of Shares
	%
	No. of Shares
	%

	SCK Shareholders
	
	
	
	
	
	
	
	
	
	
	
	

	- Tan Lian Cheng
	2,030,914
	10.22
	203,091
	10.22
	710,820
	10.22
	710,820
	1.77
	710,820
	1.77
	1,218,548
	2.69

	- Wong Kok Poh
	1,564,601
	7.87
	156,460
	7.87
	547,610
	7.87
	547,610
	1.36
	547,610
	1.36
	938,761
	2.08

	Option Holders
	- 
	0.00
	- 
	0.00
	- 
	0.00
	33,302,000
	82.72
	- 
	0.00
	- 
	0.00

	Lenders
	11,955,485
	60.15
	1,195,549
	60.15
	4,184,420
	60.15
	4,184,420
	10.39
	4,184,420
	10.39
	7,173,291 
	15.86

	Existing Public
	
	
	
	
	
	
	
	
	
	
	
	

	- UCM Realty Sdn Bhd
	3,000,000
	15.09
	300,000
	15.09
	1,050,000
	15.09
	1,050,000
	2.61
	1,050,000
	2.61
	1,800,000
	3.98

	- Lee Cheong Hock Kee Construction Sdn Bhd
	1,324,000
	6.67
	132,400
	6.67
	463,400
	6.67
	463,400
	1.15
	463,400
	1.15
	794,400
	1.76

	
	19,875,000 
	100.00
	1,987,500
	100.00
	6,956,250 
	100.00
	40,258,250
	100.00
	40,258,250
	100.00
	45,227,000
	100.00
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