
BHS INDUSTRIES BERHAD

ANNOUNCEMENT

PROPOSED DISPOSAL OF A PIECE OF LEASEHOLD INDUSTRIAL LAND MEASURING APPROXIMATELY 8,510 SQUARE METRES HELD UNDER H.S. (M) 13156, PT 23677, MUKIM CERAS, TEMPAT CHERAS JAYA, DAERAH HULU LANGAT, NEGERI SELANGOR DARUL EHSAN BY BHS BOOK PRINTING SDN BHD, A WHOLLY OWNED SUBSIDIARY OF BHS INDUSTRIES BERHAD, TO SIN CHEE HENG SDN BHD FOR A TOTAL CASH CONSIDERATION OF RM4,213,778.40
1. INTRODUCTION

The Board of Directors of BHS Industries Berhad (“BHS” or the “Company”) wishes to announce that BHS Book Printing Sdn Bhd (“BBP” or the “Vendor”), a wholly-owned subsidiary of BHS, had on 20 July 2009 entered into a sale and purchase agreement (“SPA”) to dispose of a piece of leasehold industrial land measuring approximately 8,510 square metres held under H.S. (M) 13156, PT 23677, Mukim Ceras, Tempat Cheras Jaya, Daerah Hulu Langat, Negeri Selangor Darul Ehsan (“Land”) to Sin Chee Heng Sdn Bhd (“SCH” or the “Purchaser”) for a total cash consideration of RM4,213,778.40 (“Proposed Disposal”).
2. DETAILS OF THE PROPOSED DISPOSAL

2.1 Information on the Land

The Land is a piece of leasehold industrial land measuring approximately, 8,510 square metres held under H.S. (M) 13156, PT 23677, Mukim Ceras, Tempat Cheras Jaya, Daerah Hulu Langat, Negeri Selangor Darul Ehsan bearing postal address at Lot 35, Jalan CJ 1/1, Cheras Jaya, 43200, Cheras, Selangor Darul Ehsan. 

The Land is a leasehold land with tenure of 99 years expiring on 30 December 2098 and is currently vacant.  

BBP acquired the Land on 25 October 2002 at an original investment cost of RM3,105,914 including incidental costs incurred in relating to the acquisition.
Based on the audited financial statements of as at 30 June 2008, the net book value of the Land was RM2,958,791.
The Land is free from caveats, charges, lien, endorsements, claims, demands, notices and encumbrances of any nature. 


2.2 
Basis of arriving at the sale consideration 


The sale consideration of RM4,213,778.40 for the Land was arrived at on a willing buyer-willing seller basis after taking into consideration the present market value of the land at the surrounding areas. BBP did not carry out any independent valuation on the Land for the purpose of the Proposed Disposal. 

2.3
Proposed utilisation of proceeds from the Proposed Disposal
The proceeds arising from the Proposed Disposal shall be utilised for investment of the Group after paying all incidental cost to be incurred in connection with the Proposed Disposal.

2.4 
Information on the Purchaser
SCH was incorporated in Malaysia on 09 September 1983 as a private limited company under the Companies Act, 1965 and the principal activities of the company are marketing and distributing all kinds of wear tear industrial parts and as a dealer in aquarium equipment and fish food. The authorised capital of the company is RM10,000,000 comprising 10,000,000 ordinary shares of RM1.00 each, of which 6,000,000 ordinary shares of RM1.00 each have been issued and fully paid-up.
2.5 
Liabilities to be assumed
There is no liability to be assumed by the Purchaser arising from the Proposed Disposal.

2.6 
Salient Terms of the SPA 

The salient terms of the SPA are as follows:

(a) 
Sale and purchase


In consideration of the sum of RM4,213,778.40 (“ Purchase Price’) to be paid by the Purchaser, the Vendor shall sell and the Purchaser shall purchase the Land free from encumbrances and with vacant possession subject to all the conditions of title express or implied and restrictions in title affecting the same upon the terms and conditions as contained in the SPA.
(b) 
Conditions precedent:

(i) The SPA is conditional upon the vendor obtaining the State Consent.
(ii) Upon the Purchaser’s Solicitors receiving the State Consent the SPA shall become unconditional (“Unconditional Date”).

(iii) In the event the State Consent is not obtained within 6 months from the date of SPA or such extended time as the Purchaser may agree, the Purchaser shall be entitled to terminate the SPA.

(iv) In the event the application for State Consent is rejected, the Purchaser may demand that the Vendor submit appeals against the rejection.  If the Purchaser does not give notice to appeal in writing within 7 days of the purchaser’s solicitors receipt of the notice of rejection or if the Purchaser gives notice in writing that he does not require Vendor to submit an appeal, then the SPA shall terminate. 
(c)
Payment of Purchase Price

The Purchase Price shall be paid fully in cash in the following manner:

(i) Prior to the execution of the SPA, the Purchaser paid to the Vendor through the Vendor’s estate agent as deposit and earnest money for the purchaser of the land a sum of RM84,275.57;
(ii) Upon execution of the SPA, the Purchaser shall pay to the Vendor’s solicitors as stakeholder a sum of RM337,102.28 as deposit and in the event of the completion of the SPA as part payment towards the Purchase Price;

(ii) 
The balance of the Purchase Price of RM3,792,400.55 (“Balance Purchase Price”) shall be paid by the Purchaser to the Vendor’s solicitors as stakeholder within three (3) months from the Unconditional Date (the period of three (3) months shall be referred to as the “Completion Period”); and

(iii) 
In the event the Purchaser fails to pay the Balance Purchase Price within the Completion Period, an extension of one (1) month shall be granted to the Purchaser (“Extended Period”) provided that the Purchaser undertakes to pay to the Vendor late payment interest at the rate of 8% per annum on the daily outstanding amount of the Balance Purchase Price which has not been deposited with the Vendor’s solicitors from the first day of the Extended  Period to the day the Balance Purchase Price is paid in full.
3.
RATIONALE FOR THE PROPOSED DISPOSAL

The Group constantly reviews its operations and business strategies and has decided to put off its original plan to construct a new corporate building on the Land after taking into consideration the current economic climate, the factory and office space requirements and alternative investments available. The Board of Directors is of the opinion that the Proposed Disposal is in the best interest of the BHS Group as it will allow the Group to realise cash resources for the investment without reducing the current working capital.
4.
EFFECTS OF THE PROPOSED DISPOSAL

4.1 
Share Capital and Substantial Shareholders’ Shareholding 


The Proposed Disposal will not have any effect on the issued and paid-up share capital and substantial shareholders’ shareholding of the Company as the Proposed Disposal will be fully satisfied by cash. 
4.2 
Earnings 

The Proposed Disposal is expected to result in an estimated gain on disposal of approximately RM1.25 million (excluding incidental costs to be incurred) to the BHS Group based on the net book value of the Land of RM2.96 million as at 30 June 2008 which translates to an increase in earnings per share of approximately 1.56 sen. 
4.3 
Net Assets (“NA”) and Gearing 


Based on the audited consolidated balance sheet of BHS as at 30 June 2008, the proforma effect of the Proposed Disposal on the NA of the BHS Group is as follows:
	
	
	

	
	Audited as at

 30 June 2008
	After Proposed Disposal

	
	RM’000
	RM’000

	Share Capital
	40,000
	40,000  

	Share Premium
	1,684
	1,684

	Merger reserve
	(16,833)
	(16,833)

	Retained earnings
	24,707
	25,962

	NA
	49,558
	50,813

	
	
	

	No. of shares in issue (‘000)
	80,000
	80,000

	
	
	

	NA per Share (RM)
	0.62
	0.64



At 30 June 2008, the gearing of the BHS Group was 0.07 and the disposal proceeds received would reduce the gearing to nil.
5.
APPROVALS REQUIRED

The Proposed Disposal is conditional upon the Company obtaining the State Authorities’ written consent to the transfer of the Land to the Purchaser.
The Proposed Disposal is not subject to the approval of the shareholders of BHS.

6.
DIRECTORS’ AND SUBSTANTIAL SHAREHOLDERS’ INTERESTS

None of the Directors and/or substantial shareholders of the Company and/or persons connected with them have any interest, direct or indirect, in the Proposed Disposal.
7.
ESTIMATED TIMEFRAME FOR COMPLETION

Barring any unforeseen circumstances, the Proposed Disposal is expected to be completed by third quarter of the financial year ending 30 June 2010.
8.
STATEMENT BY DIRECTORS

The Board of Director of BHS is of the opinion that the Proposed Disposal is in the best interest of the Company after taking into consideration all aspects of the Proposed Disposal.

9. 
DEPARTURE FROM THE SECURITIES COMMISSION’S GUIDELINES ON THE OFFERING OF EQUITY AND EQUITY-LINKED SECURITIES (“SC EQUITY GUIDELINES”)

The Proposed Acquisition is not subject to the approval of the Securities Commission (“SC”) and does not fall under the SC Equity Guidelines. As such the Proposed Disposal has not departed from the SC Equity Guidelines.

10. 
DOCUMENTS AVAILABLE FOR INSPECTION 

The SPA will be made available for inspection at the registered office of the Company during normal office hours from Mondays to Fridays (except public holidays) at 312, 3rd Floor, Block C, Kelana Square, 17 Jalan SS7/26, 47301 Petaling Jaya, Selangor Darul Ehsan for a period of three (3) months from the date of this announcement.

This announcement is dated 20 July 2009.
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