	ANNOUNCEMENT TO BURSA MALAYSIA SECURITIES BERHAD
released on 11 November 2005


RCE CAPITAL BERHAD (“RCE” or “Company”)

· Proposed Acquisition Of 10,000 Ordinary Shares Of RM1.00 Each Representing The Remaining 12.5% Of The Equity Interest In RCE Enterprise Sdn Bhd (Formerly Known As E-Drama Sdn Bhd) (“RCE Enterprise”) Not Owned By RCE From Meridian Mode Sdn Bhd (“MMSB”) For A Purchase Consideration Of RM15 Million To Be Wholly Satisfied By The Issuance Of 67,415,730 RCE Shares Of RM0.10 Each (“Consideration Shares”) At An Issue Price Of RM0.2225 Per Share (“Proposed Acquisition”)

1.
INTRODUCTION
On behalf of the Board of Directors of RCE (“Board”), Malaysian International Merchant Bankers Berhad (“MIMB”) wishes to announce that the Company had on 11 November 2005, entered into a Sale & Purchase Agreement (“SPA”) with MMSB in respect of the Proposed Acquisition.
2.
PROPOSED ACQUISITION
2.1 Details of the Proposed Acquisition

The Proposed Acquisition involves the acquisition by RCE of 10,000 ordinary shares of RM1.00 each in RCE Enterprise (“Sale Shares”) representing the remaining 12.5% of the equity interest not held by RCE from MMSB for a purchase consideration of RM15,000,000 to be wholly satisfied by the issuance of 67,415,730 Consideration Shares at an issue price of RM0.2225 per share. 

The Sale Shares shall be acquired free from all claims, charges, liens, encumbrances and equities whatsoever together with all rights attached thereto and all dividends, rights and distributions declared paid or made in respect thereof as at the completion date of the SPA, subject to the terms and conditions contained in the SPA.
2.2 Information On RCE Enterprise

RCE Enterprise was incorporated in Malaysia on 6 December 1999 under the Companies Act, 1965 as a private limited company under the name of Channel Device Sdn Bhd. It changed its name to E-Drama Sdn Bhd on 12 June 2000 and eventually assumed its present name on 25 March 2005.

RCE Enterprise is an investment holding company. It has an authorised share capital of RM500,000, divided into 80,000 ordinary shares of RM1.00 each, 400,000 redeemable convertible non-cumulative preference shares of RM1.00 each and 20,000 non-redeemable non-convertible non-cumulative preference shares (“NRNCPS”), of which 80,000 ordinary shares of RM1.00 each and 20,000 NRNCPS have been issued and fully paid-up. 
RCE is the holding company of RCE Enterprise with 87.5% of the issued and paid-up ordinary shares of RM1.00 each and 100% of the issued and paid-up NRNCPS.  
The directors of RCE Enterprise are Mr Loh Kam Chuin, Encik Shahman Azman and Mr Goh Jue Jin. RCE Enterprise has a wholly-owned subsidiary, RCE Marketing Sdn Bhd (“RCEM”), the information of which is detailed in the Section 2.3 below.
The existing shareholders of RCE Enterprise as at 30 September 2005 are as follows:-

	Shareholders
	No. of Ordinary Shares Held In RCEE
 
	%

Interest
	No. of Preference Shares Held In RCEE
	% Interest

	RCE


	70,000
	87.50
	20,000
	100.00

	MMSB

	10,000
	12.50
	Nil
	Nil

	Total
	80,000
	100.00
	20,000
	100.00


2.3 Information On RCEM, A wholly-owned subsidiary of RCE Enterprise
RCEM was incorporated in Malaysia on 16 November 1981 under the Companies Act, 1965 as a private limited company under the name of Rediffusion Consumer Electronics (Malaysia) Sdn. Bhd. RCEM assumed its present name on 18 May 2001.
RCEM’s principal activities are the provision of general loan financing services and trading in electrical home appliances and other consumer durable products mainly on hire purchase terms.  RCEM has an authorised share capital of RM90,000,000 divided into 20,000,000 ordinary shares of RM1.00 each and 70,000,000 redeemable convertible non-cumulative preference shares of RM1.00 each of which 8,000,000 ordinary shares of RM1.00 each and 38,780,000 redeemable convertible non-cumulative preference shares of RM1.00 have been issued and fully paid-up.  

The directors of RCEM are Puan Shalina Azman, Mr. Loh Kam Chuin and Mr Goh Jue Jin. 
The subsidiary companies of RCEM, its shareholdings in such subsidiaries and their principal activities are as follows:-

	Subsidiary Company
	Percentage (%) Shareholdings held by RCEM
	Principal Activities

	Indigenous Capital Sdn Bhd
	100
	Property investment


	RCE Commerce Sdn. Bhd.

	100
	Provision of information technology and financial administrative services


	RCE Management Sdn Bhd


	100
	Dormant


	Subsidiary Company
	Percentage (%) Shareholdings held by RCEM
	Principal Activities

	RCE Premier Sdn Bhd
	100
	A special purpose vehicle established to acquire a pool of eligible receivables from its immediate holding company and to issue private debt securities to fund the purchase of such receivables



	RCE Premium Sdn Bhd
(formerly known as Pasti Sergap Sdn. Bhd.)

	100
	Dormant

	RCE Trading Sdn Bhd
	100
	Provision of financial administrative services


	RCE Advance Sdn Bhd
(formerly known as Perfect Aspiration Sdn. Bhd.)                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                     
	100
	A special purpose vehicle established to acquire a pool of eligible receivables from its immediate holding company and to issue private debt securities to fund the purchase of such receivables



	RCE Sales Sdn Bhd^


	100
	Provision of financial administrative services



	R&R Music Sdn. Bhd.^


	100
	Dormant


Note: ^ Held indirectly through RCE Trading Sdn. Bhd. 
2.4
Information On MMSB

MMSB was incorporated in Malaysia on 2 July 2002 under the Companies Act, 1965 as a private limited company. MMSB is an investment holding company. It has an authorised share capital of RM100,000, divided into 100,000 ordinary shares of RM1.00 each, of which 2 ordinary shares of RM1.00 each have been issued and paid-up. Its shareholders are Mr Goh Jue Jin and Mr Ng Wan Cher who each holds 50% of the issued and paid-up capital of MMSB.
The directors of MMSB are Mr Goh Jue Jin and Mr Ng Wan Cher. 
2.5
Salient Financial Information of RCE Enterprise For The Financial Year Ended 31 March 2005

	Audited Financial Year Ended 31 March 2005
	RM’000

	
	

	Revenue 

	20,442

	Profit after taxation (“PAT”) 

	8,449

	Net tangible assets (“NTA”) 
	38,420


2.6
Basis Of Arriving At The Purchase Consideration And The Issue Price For The Consideration Shares To Be Issued Pursuant To The Proposed Acquisition

The purchase consideration for the Proposed Acquisition amounting to RM15 million was arrived at between RCE and MMSB on a “willing-buyer willing-seller” basis negotiated between RCE and MMSB after taking into consideration the following:

(i)
the proportionate audited consolidated NTA of the RCEE Group of RM4,802,450.75 attributable to the 12.5% equity interest of RCEE as at 31 March 2005 (i.e. 12.5% of RM38,419,606); and
(ii)
the consolidated PAT of the RCEM Group of RM15,520,721 for the financial year ended 31 March 2005; and
The issue price for the Consideration Shares to be issued pursuant to the Proposed Acquisition of  RM0.2225 per RCE Share was arrived at based on the five (5) days weighted average market price of RCE Shares ended 10 November 2005 of RM0.2225.
2.7 
Ranking Of The Consideration Shares 

The Consideration Shares to be issued pursuant to the Proposed Acquisition shall, upon allotment and issue, rank pari passu in all respects with the then existing RCE shares of RM1.00 each in issue, save and except that they shall not be entitled to any dividends, rights, allotments and/or other distributions that may be declared, made or paid before the allotment of the Consideration Shares.  

2.8
Assumption of Liabilities

Apart from the liabilities arising from RCE Enterprise and its subsidiaries, there is no other liability to be assumed by the Company arising from the Proposed Acquisition.

2.9
Salient Terms Of The Sale & Purchase Agreement (“SPA”)
The salient terms of the Proposed Acquisition as extracted from the SPA are set out below. All definitions in this section shall have the same meanings as per the SPA.


Section 3.01
Agreement to sell and purchase
Subject to the Approvals set out in Section  5.01, the Vendor hereby agrees to sell and the Purchaser hereby agrees to purchase the Sale Shares free from all claims, charges, liens, encumbrances and equities whatsoever together with all rights attached thereto and all  dividends, rights and  distributions  declared paid or made in respect thereof as at the Completion Date, for the total purchase price of Ringgit Malaysia Fifteen Million (RM15,000,000.00) only (hereinafter referred to as “the Total Purchase Price”) to be satisfied by the issue and allotment of the Consideration Shares [as referred to in Section 3.02 (a)] by the Purchaser to the Vendor upon the terms and subject to the conditions of this Agreement.


Section 3.02
Time and manner of payment


(a)
The Total Purchase Price shall be satisfied by the Purchaser issuing and allotting to the Vendor a total of Sixty Seven Million Four Hundred and Fifteen Thousand Seven Hundred and Thirty (67,415,730) fully paid up ordinary shares of Ringgit Malaysia Sen Ten (RM0.10) each only in the capital of the Purchaser (hereinafter referred to as “the Consideration Shares”) or the number of the Consideration Shares so varied as hereinafter stated in Section 3.02(b) on the Completion Date (as defined in Section  3.03(i)). The Consideration Shares shall, upon allotment and issue, rank parri passu in all respects with the then existing RCE Capital Bhd shares in issue, save and except that they shall not be entitled to any dividends, rights, allotments and/or other distributions that may be declared, made or paid before the allotment of the Consideration Shares.


Section 5.01
Conditions precedent
Notwithstanding anything to the contrary herein contained, the sale and purchase of the Sale Shares under this Agreement is subject to and conditional upon the following conditions precedent being fulfilled or satisfied on or before a date that is six (6) months from the date of this Agreement or within such other later date as the Vendor and the Purchaser may mutually agree (hereinafter referred to as the “Approvals Date”), namely the Purchaser obtaining the following:-


(a)
Approval by way of the Resolution(s) of the Purchaser's directors/members authorizing the purchase of the Sale Shares by the Purchaser from the Vendor for the consideration of the Total Purchase Price; and


(b)
Approval of SC;


(c)
Approval of FIC, if required; 


(d)
Approval of Bursa Securities, if required; and 


(e)
Approval(s) of any other relevant Authorities, if necessary or required.

3.
RATIONALE FOR THE PROPOSED ACQUISITION  

The purpose of the Proposed Acquisition is part of RCE’s ongoing strategy to maximize shareholders’ value.  Since the completion of the acquisition of 87.5% in RCEM by the RCE Group in year 2003, RCEM has been contributing significantly to the profitability of the RCE Group.  Accordingly, the Proposed Acquisition is expected to contribute positively to the future profitability and cashflow of the RCE Group as well as the stability of its future income stream.
4.
FINANCIAL EFFECTS OF THE PROPOSED ACQUISITION 

4.1
Share Capital 

The proforma effects of the Proposed Acquisition on the issued and paid-up share capital of the Company are as follows:

	
	No. of Shares (‘000)
	RM’000

	Existing issued and paid-up share capital as at 

31 March 2005
	401,512
	40,151

	To be issued pursuant to the Proposed Acquisition
	67,416
	6,742

	Enlarged issued and paid-up share capital
	468,928
	46,893


4.2
NTA and Gearing 

The proforma effects of the Proposed Acquisition on the consolidated NTA and gearing of the RCE Group based on the audited financial statements for the financial year ended 31 March 2005 (assuming that the Proposed Acquisition is implemented on 31 March 2005) are as follows:

	
	Audited as at

31 March 2005

RM’000
	After the Proposed Acquisition 

RM’000

	Share capital
	40,151
	46,893

	Reserves
	2,155
	^10,013

	Retained Profits
	16,061
	16,061

	Shareholders’ funds
	58,367
	72,967

	Less: Goodwill
	(19,002)
	(29,200)

	NTA 
	39,365
	43,767

	No. of ordinary shares (‘000)
	401,512
	468,928

	NTA per share(RM)
	0.10
	0.09

	Bank borrowings (RM’000)
	80,446
	80,446

	Gearing ratio (times)
	1.38
	1.10


Notes:

^ 
After deducting an estimated expenses relating to the Proposed Acquisition of RM400,000.00.
4.3
Earnings

The Proposed Acquisition is not expected to have any material effects on the earnings of the Group for the financial year ending 31 March 2006 as the Proposed Acquisition is expected to be completed by the first quarter of 2006.

Nevertheless, the Proposed Acquisition is expected to improve the profitability of the Group in the future.  The effect of the earnings per share of the Company is dependent on the profitability of the Group after the Proposed Acquisition.

4.4
Dividends

The Proposed Acquisition is not expected to affect the dividend policy of the Company as future dividend payable by the Company would be dependent on the future profitability, cash flow position and availability of Section 108 tax credits to frank dividends. 
4.5 Major Shareholders of RCE
The proforma effects of the Proposed Acquisition on the shareholdings of the major shareholders of RCE (holding 5% equity interest or more) as at 30 September 2005 are as follows:-

	Major shareholders
	Existing number of shares held as at  
30 September 2005
	After Proposed Acquisition 



	
	Direct
	%
	Indirect
	%
	Direct
	%
	Indirect
	%

	Cempaka Empayar  Sdn Bhd^
	174,069,680
	43.35
	-
	-
	174,069,680
	37.12
	-
	-

	MMSB


	-
	-
	-
	-
	67,415,730
	14.38
	-
	-

	Blue Ribbon International Limited


	56,932,000
	14.18
	-
	-
	56,932,000
	12.14
	-
	-

	Charter Green Limited


	32,389,750
	8.07
	-
	-
	32,389,750
	6.91
	-
	-

	Goh Jue Jin
	#500
	*
	-
	-
	500
	*
	**67,415,730
	14.38

	Ng Wan Cher
	-
	-
	-
	-
	-
	-
	**67,415,730
	14.38

	Tan Sri Dato’ Azman Hashim 
	-
	-
	@174,069,680
	43.35
	-
	-
	@174,069,680
	37.12

	AmcorpGroup Berhad
(formerly known as Arab-Malaysian Corporation Berhad)


	-
	-
	@174,069,680
	43.35
	-
	-
	@174,069,680
	37.12

	Ginagini Sdn. Bhd.

	-
	-
	@174,069,680
	43.35
	-
	-
	@174,069,680
	37.12

	Slan Sdn. Bhd.


	-
	-
	@174,069,680
	43.35
	-
	-
	@174,069,680
	37.12


Notes:

* Negligible percentage equity interest in RCE

** Deemed interested by virtue of his substantial shareholdings in MMSB.

@ Deemed interested by virtue of Section 6(A)4 of the Companies Act, 1965 through shareholdings in Cempaka Empayar Sdn. Bhd.

^ A wholly-owned subsidiary of AmcorpGroup Berhad (formerly known as Arab-Malaysian Corporation Berhad).
#Mr Goh Jue Jin has subsequently on 14 October 2005 sold off his 500 RCE shares.
5.
RISK FACTORS
The Board of Directors of RCE does not foresee any extraordinary material risk factors associated with the Proposed Acquisition except for the general economic risks, business risks, financial risks, investment risks and transaction risks commonly associated with the provision of general loan financing services and trading in electrical home appliances and other consumer durable products mainly on hire purchase terms. However, there can be no assurance that adverse developments in such risk areas would not adversely affect the performance and financial position of the RCE Group.

6.
INDUSTRY OVERVIEW AND PROSPECTS
(a) Lending to Households 

Reflecting the improved household income and consumer sentiment, the pace of private consumption increased during the year, and the banking system continued to channel significant portion of their financing to this sector. As at end-2004, loans to the household sector represented the largest proportion of loans in the banking sector, accounting for 51.4% of total outstanding loans. In total, outstanding loans to the household sector expanded 14.4% to RM264.4 billion as at end-2004. Loan applications received from households expanded by 22.1% to RM120.2 billion in 2004, of which 72.2% were approved during the year. Total loan approvals to this sector grew by 20.5% to RM86.8 billion, whilst loan disbursements recorded a corresponding increase of 13.8% to RM130.3 billion in 2004. Despite the high disbursements, unutilised loans within this sector grew by 14.7% to RM67.8 billion as at end 2004. As in the previous years, lending activities within this sector were concentrated in mortgage financing, financing for the purchase of passenger cars and credit cards. The strong growth in loans to this sector was supported mainly by the competitive financing packages offered by banking institutions and the promotional campaigns carried out by the private sector to boost demand. (Source: Bank Negara Report 2004)
Financing to household sector was sustained at a high level. Reflecting the sustained demand for bank financing by households, loan disbursements to households rose at an annual rate of 10% during the quarter (4Q 2004: 12%), and continued to be channelled towards credit card spending (29.4% of total disbursements to households), the purchase of residential properties (27.3%) and the purchase of passenger cars (25.3%). Similarly, loan applications and approvals expanded at annual rates of 14% and 13.3% respectively (4Q 2004: 15% and 14.1% respectively). Meanwhile, the growth in loans outstanding of households was higher at 15.2% at end March 2005 (end 2004: 14.4%). Similar to business loans, gross NPL ratio of household loans was slightly lower at 7.4% at end March 2005 (end 2004: 7.5%). (Source: Bank Negara First Quarter 2005 Report)


(b) Economic Growth Moderating in Malaysia

Malaysians have not tightened their belts nor have they abandoned plans to buy big-ticket items, an indication that household incomes are holding strong. Credit extended to households in Malaysia, in the form of housing loans and consumption, continues to rise. Backed by still-low interest rates, loans extended by the banking system for consumption credit grew by 16.8% in April (2005) and 17.7% in May (2005). May’s growth figure was the highest since consumption credit growth averaged 17.6% in 2002.
Bank Negara, the central bank, said loans outstanding to the household sector grew at 15.4% at the end of May (2005), and smaller businesses now accounted for 41.3% of total business loans. With consumer finance strong, concern has shifted to the effect a weakening economy could eventually have on consumer spending. Business conditions for the second quarter from a year ago is down 18.1 percentage points, but still positive. (Source: The STAR Online: Business: Asian Economic Monitor dated Saturday July 23, 2005)

Based on the above, the Directors of RCE are of the opinion that the Proposed Acquisition would benefit the RCE Group as a result of the strong consumer and household spending.  Although there seems to be a slight weakening in the Malaysian economy in recent months, the sound business model of RCEE is still expected to prevail.

7.
DIRECTORS' AND MAJOR SHAREHOLDERS' AND/OR PERSONS CONNECTED WITH DIRECTORS’ OR MAJOR SHAREHOLDERS’ INTERESTS

Save as disclosed below, none of the Directors or major shareholders of RCE or persons connected to the Directors and/or major shareholders of RCE as defined in the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) (“Listing Requirements”) have any interest, direct or indirect, in the Proposed Acquisition:

Since MMSB is a major shareholder of RCE Enterprise with 12.5% equity interest, MMSB is deemed interested in the Proposed Acquisition.

In addition, Mr Goh Jue Jin and Mr Ng Wan Cher, each holding 50% equity interest in MMSB, are also deemed major shareholders of RCE Enterprise. Mr Goh Jue Jin, who is a director of MMSB, is a director of both RCE Enterprise and RCEM. Accordingly, both Mr Goh Jue Jin and Mr Ng Wan Cher are also deemed interested in the Proposed Acquisition.

Based on the above, the Proposed Acquisition is technically deemed a related party transaction under Paragraph 10.08(4) of the Listing Requirements pursuant to the interests of MMSB, Mr Goh Jue Jin and Mr Ng Wan Cher therein.
The Company had on 27 September 2005 submitted an application to Bursa Securities for an exemption for the Proposed Acquisition to be regarded as a related party transaction and accordingly exempt the Company from complying with the provisions under Paragraph 10.08(4) of the Listing Requirements. 

The Company had obtained the approval from Bursa Securities via its letter dated 7 November 2005 which was received on 11 November 2005 from complying with the provisions under Paragraph 10.08 of the Listing Requirements. Accordingly, an independent adviser is not required and there will be no issuance of an independent advice letter to the shareholders of RCE.  Nevertheless, the approval from RCE shareholders will be sought in due course.
Despite the approval from Bursa Securities, MMSB, Mr Goh Jue Jin and Mr Ng Wan Cher shall abstain from voting on the resolution relating to the Proposed Acquisition in respect of their direct and/or indirect shareholdings in RCE, if any, at the forthcoming EGM. They have also undertaken to ensure that persons connected to them (as defined under the Listing Requirements) shall abstain from voting on the resolution relating to the Proposed Acquisition in respect of their direct and/or indirect shareholdings in RCE, if any, at the forthcoming EGM. 

8.
DIRECTORS’ STATEMENT

After taking into consideration all aspects of the Proposed Acquisition, the Board of Directors of RCE is of the opinion that the Proposed Acquisition is fair and reasonable and is in the best interest of RCE Group. 
9.
ADVISER
MIMB has been appointed as the Main Adviser for the Proposed Acquisition.

10.
DEPARTURES FROM SECURITIES COMMISSION’S POLICIES AND GUIDELINES ON ISSUE/OFFER OF SECURITIES

To the best of the knowledge and belief of RCE and MIMB, the terms of the Proposed Acquisition has not departed from the Securities Commission’s Policies and Guidelines on Issue/ Offer of Securities.
11.
APPROVALS REQUIRED

The Proposed Acquisition is subject to the approvals being obtained from the following authorities/parties:-

(a) Securities Commission (“SC”), (pursuant to the Securities Commission Act, 1993 issued by SC, 2003 and Foreign Investment Committees’ Guidelines on the Acquisition of Interests, Mergers and Take-Overs by Local and Foreign Interests);

(b) Shareholders of  RCE at an extraordinary general meeting to be convened; 
(c) Bursa Securities for the listing of and quotation for the new RCE Shares to be issued pursuant to the Proposed Acquisition on the Second Board of the Bursa Securities; and
(d) any other relevant authorities/parties (if required).
12.
SUBMISSION TO THE RELEVANT AUTHORITIES
The application to the relevant authorities in relation to the Proposed Acquisition shall be made within two (2) months from the date of this announcement.
13.
DOCUMENTS AVAILABLE FOR INSPECTION

The SPA relating to the Proposed Acquisition will be available for inspection at the registered office of RCE situated at 7th Floor, Wisma Tan Kim San, No. 518A, 3rd Mile, Jalan Ipoh, 51200 Kuala Lumpur during normal office hours from Mondays to Fridays (except public holidays) for a period of three (3) months from the date of this announcement.

This announcement is dated 11 November 2005.
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RCE Capital Berhad

Released by MIMB


