
AMANAHRAYA REAL ESTATE INVESTMENT TRUST (“AMANAHRAYA REIT” OR THE “REIT”)

· Proposed Acquisitions; 
· Proposed Placement; and
· Proposed Increase in Fund Size 
1.
INTRODUCTION
ECM Libra Investment Bank Berhad (“ECM Libra”) wishes to announce on behalf of the Board of Directors of AmanahRaya-REIT Managers Sdn Bhd, the management company of AmanahRaya REIT (“ARRM” or the “Manager”) that the Manager has proposed for the REIT to acquire the following properties from Amanah Raya Berhad, as trustee for Kumpulan Wang Bersama (“KWB”) (“ARB” or the “Vendor”):   
(a)
a piece of leasehold land held under PM 11660, Lot 38451, Bandar Selayang, District of Gombak, Selangor Darul Ehsan, on which is erected a 6-storey shopping complex with a basement level, known as “Selayang Mall”, for an indicative purchase consideration of RM128,000,000 (“Proposed Selayang Mall Acquisition”); and 

(b)
a 13-storey stratified office building which forms part of the Dana 1 Commercial Centre, which is held under the parent title Pajakan Negeri 8024, Lot 59214, Mukim Damansara, District of Petaling, Selangor Darul Ehsan, known as “Dana 13”, for an indicative purchase consideration of RM99,000,000 (“Proposed Dana 13 Acquisition”).
(collectively, the “Proposed Acquisitions”)
In conjunction with the Proposed Acquisitions, AmanahRaya REIT proposes to undertake the following: 

(a)
a proposed placement of such number of new units in AmanahRaya REIT (“Placement Units”) to raise proceeds of RM119,000,000 at an issue price to be determined later, to investors to be identified (“Proposed Placement”); and
(b)
a proposed increase in the existing approved fund size of AmanahRaya REIT of 431,553,191 units, by such number of Placement Units to be issued under the Proposed Placement (“Proposed Increase in Fund Size”).
(collectively, the Proposed Acquisitions, Proposed Placement and Proposed Increase in Fund Size shall be referred to as the “Proposals”)
2.
PROPOSED ACQUISITIONS
The Selayang Mall property and the Dana 13 property (collectively, the “Subject Properties”) shall be acquired free from encumbrances from ARB as trustee for KWB, for an indicative cash consideration of RM128,000,000 and RM99,000,000 respectively, after taking into account the market value of the Subject Properties, as set out below:

	Subject Property
	Market value as at 

2 November 2009 
(RM)

	Selayang Mall
	132,000,000

	Dana 13
	107,800,000


The Subject Properties have been duly appraised by Messrs. DTZ Nawawi Tie Leung Property Consultants Sdn Bhd (“Valuer”), an independent professional firm of registered real estate valuers, who was appointed by the Manager on behalf of AmanahRaya REIT, as per the respective valuation reports dated 30 November 2009. 

The Vendor of the Subject Properties has agreed to sell the Subject Properties to the REIT, subject to contract.

Details of the Subject Properties are set out in sections 2.2 and 2.3 below.

2.1
Basis of arriving at the indicative purchase consideration

The indicative purchase consideration for Selayang Mall of RM128.0 million was arrived at based on a willing-buyer willing-seller basis, at a 3.03% discount against the market value of Selayang Mall of RM132.0 million as appraised by the Valuer. 
The indicative purchase consideration for Dana 13 of RM99.0 million was arrived at on a willing-buyer willing-seller basis, at a 8.16% discount against the market value of Dana 13 of RM107.8 million as appraised by the Valuer. 
Both valuations were arrived at using the investment method as the primary method of valuation, and the comparison method as the secondary method of valuation. 
2.2
Information on Selayang Mall
Selayang Mall is a 6-storey shopping complex with a basement level. Selayang Mall is currently leased to Seal Incorporated Berhad (“Seal”) for a lease period expiring in 2016, via a lease agreement and a supplemental lease agreement dated 1 December 2006 and 6 January 2009 respectively. 

The supplemental lease agreement was executed as a result of a new extension and asset enhancement exercise to the Selayang Mall, which created amongst others, 20 additional retail lots on the ground floor of the shopping mall (“Ground Lots”), which was completed in January 2009. The Ground Lots were constructed as part of the building’s frontage and façade, and is subject to the renewal of a permit issued by Majlis Perbandaran Selayang (“MPS”) on an annual basis. The permit was recently renewed up until 31 December 2010. 
The Selayang Mall lease agreements will be novated to AmanahRaya REIT in conjunction with the completion of the Proposed Selayang Mall Acquisition and the Proposed Placement.

A brief description of Selayang Mall is as follows:

	Postal Address
	:
	Selayang Mall Shopping Centre, Lot 38451, Jalan SU9, Taman Selayang Utama, 68100 Batu Caves, Selangor Darul Ehsan.

	Category of land use
	:
	Building

	Existing use
	:
	Retail mall

	Age of building
	:
	13 years

	Tenure
	:
	Leasehold for a term of 99 years expiring on 10 July 2079 (unexpired term of about 70 years)

	Titled land area
	:
	16,327 square metres (about 1.6327 hectares or 4.034 acres)

	Gross floor area
	:
	80,038.76 square metres (861,530 sq. ft.)

	Date of certificate of fitness for occupation
	:
	25 June 1996

	Occupancy as at 31 October 2009
	:
	98% (based on the sub-leases between Seal and the sub-tenants occupying the mall)

	Market value as at  2 November 2009 as appraised by the Valuer
	:
	RM132.0 million


2.3
Information on Dana 13

Dana 13 is a 13-storey stratified office building which forms part of the Dana 1 Commercial Centre. Dana 13 has been leased to Symphony House Berhad (“Symphony”), via the Dana 13 lease agreement for a period of 10 years which commenced on 1 September 2009. 

The Dana 13 lease agreement will be novated to AmanahRaya REIT in conjunction with the completion of the Proposed Dana 13 Acquisition and the Proposed Placement.

A brief description of Dana 13 is as follows:

	Postal Address
	:
	Dana 13, Dana 1 Commercial Centre, Jalan PJU 1A/46, Off Jalan Lapangan Terbang, 47301, Petaling Jaya, Selangor Darul Ehsan.

	Category of land use
	:
	Building

	Existing use
	:
	Office block

	Approximate age of building
	:
	4 months

	Parent title tenure of land
	:
	Leasehold for a term of 99 years expiring on 4 September 2097 (unexpired term of about 88 years)

	Dana 13 lease agreement period
	:
	10 years expiring on 31 August 2019

	Parent title land area
	:
	61,725 square metres (15.253 acres)

	Gross floor area
	:
	30,977.49 square metres (333,438.60 sq. ft.)

	Date of certificate of completion and compliance
	:
	25 August 2009

	Occupancy as at 30 November 2009
	:
	Dana 13 has been leased to Symphony House Berhad where the lease commenced on 1 September 2009

	Market value as at 2 November 2009 as appraised by the Valuer
	:
	RM107.8 million


2.4
Liabilities to be assumed
There are no liabilities, including contingent liabilities and guarantees, to be assumed by AmanahRaya REIT arising from the Proposed Acquisitions.
Notwithstanding, AmanahRaya REIT will be obtaining bank borrowing to part-finance the purchase consideration up to an amount of RM111.23 million, where the financial institution will be taking a first charge over the Subject Properties in respect of the amount to be borrowed. 

2.5
Information on the Vendor 
ARB as the trustee for KWB, was established as the Department of Public Trustee and Official Administrator on 1 May 1921. The Department of Public Trustee and Official Administrator was corporatised on 29 May 1995 and on 1 August 1995 commenced its operations as Amanah Raya Berhad under Section 3 of the Public Trust Corporation Act 1995 (“PTCA”).
Section 25 of the PTCA provides that “all capital moneys available for investment which are held by the Corporation after the appointed date shall form the KWB and shall be invested in any investments permitted by law for the investment of trust funds.” The Corporation is defined under Section 2 of the PTCA as Amanah Raya Berhad.

3.
PROPOSED PLACEMENT

The Proposed Placement will entail the issuance of the Placement Units to raise proceeds of RM119,000,000 for the purpose of part-funding the Proposed Acquisitions, as well as amount to defray the expenses relating to the Proposals.  
The actual number of Placement Units to be issued pursuant to the Proposed Placement will be determined based on the final issue price of the Placement Units, which shall be determined later. The Placement Units shall be placed to exempt investors under Schedules 6 and 7 of the Capital Market and Services Act 2007, who have not been identified at this juncture. Whilst the other investors have yet to be identified, KWB would be one of the investors under the Proposed Placement.
3.1
Basis of the issue price of the Placement Units 
The issue price of the Placement Units will be determined by the Manager, in consultation with ECM Libra as the principal adviser and the placement agent(s) for the Proposed Placement, at a price-fixing date to be determined later. The issue price of the Placement Units to be issued to proposed placees shall be priced at not more than 10% discount to the weighted average market price (“WAMP”) of the units immediately prior to the price-fixing date.

3.2
Status and ranking of the Placement Units

The Placement Units shall, upon allotment and issue, rank pari passu in all respects with the existing issued and fully paid-up Units, save and except that they will not be entitled to participate in any distributable income, rights, allotments and/or any other distributions that may be declared prior to the date of allotment of the Placement Units.

An application will be made to Bursa Securities for the listing of and quotation for the Placement Units on the Main Market of Bursa Securities.

3.3
Utilisation of proceeds
The proceeds arising from the Proposed Placement of RM119,000,000 shall be utilized to part-fund the Proposed Acquisitions and defray the estimated expenses relating to the Proposals in the following proportion: 
	
	RM’000

	Part finance the purchase consideration of the Proposed Acquisitions 
	115,770

	Defrayment of estimated expenses for the Proposals
	3,230 

	
	119,000


The proceeds are expected to be utilised between the first and second quarter of 2010. 
4.
PROPOSED INCREASE IN FUND SIZE

As the Proposed Placement involves the issuance of new units in AmanahRaya REIT, the existing approved fund size of AmanahRaya REIT of 431,553,191 units will need to be increased accordingly, by the same number of Placement Units.
5. 
RATIONALE FOR THE PROPOSALS


The Proposed Acquisitions are in line with the Manager’s investment objectives, which is to provide the Unitholders with stable distribution income by acquiring yield accretive assets and good quality properties with strong recurring rental income. The Proposed Acquisitions will increase AmanahRaya REIT’s total asset value from RM752.53 million (audited as at 31 December 2008) to approximately RM1,007.49 million. The Proposed Acquisitions will at the same time diversify and enlarge AmanahRaya REIT’s portfolio of properties so as to mitigate concentration risk.

The Proposed Placement will enable AmanahRaya REIT to raise the necessary internal funding to part-finance the Proposed Acquisitions. The Proposed Placement will ensure that the bank borrowings of AmanahRaya REIT (including borrowings through issuance of debt securities) are well within the limits stipulated under the Guidelines on Real Estate Investment Trusts issued by Securities Commission (“SC”). Given the Proposed Placement, the Proposed Increase in Fund Size is therefore necessary to accommodate the Placement Units. 
6.
FINANCIAL EFFECTS OF THE PROPOSALS

6.1
Fund size, net asset value (“NAV”) and gearing
The proforma effects of the Proposals on AmanahRaya REIT’s existing fund size, NAV and gearing are as follows:

	
	Audited as at 

31 December 2008
RM
	After the Proposals
RM

	
	
	

	Unitholders’ Capital
	403,291,776
	519,061,776(1) 

	Undistributed Income
	36,812,346
	36,812,346

	NAV
	440,104,122
	555,874,122

	
	
	

	No. of Units (‘000)
	431,553,191
	571,553,191

	NAV per Unit (RM)
	1.02
	0.97

	
	
	

	Total Borrowing
	253,000,000
	364,230,000(2)

	Total Asset Value
	752,531,131
	1,007,491,131(3)

	Gearing (%)
	33.62
	36.15

	
	
	


Notes:

(1)
Assuming the Placement Units will be issued at RM0.85 per unit (based on the 5-day weighted average market price up to 12 January 2010, being the latest practicable date prior to this announcement) and after taking into consideration the estimated expenses of RM3.23 million.

(2)
After taking into consideration the additional bank borrowings of RM111.23 million to part finance the Proposed Acquisitions

(3)
After taking into consideration the acquisitions of the Subject Properties totaling to RM227 million.

6.2
Substantial unitholders’ unitholdings

The Proposed Acquisitions and Proposed Increase in Fund Size will not have any effect on the substantial unitholders’ unitholdings in AmanahRaya REIT. 
For illustrative purposes, the proforma effects of the Proposed Placement on the substantial unitholders’ unitholdings of AmanahRaya REIT as at 30 November 2009, assuming that the issue price of the new Units is RM0.85, based on the 5-day WAMP of the Units up to 12 January 2010, being the latest practicable date prior to this announcement, is set out as follows: 

	Substantial unitholders
	Direct Unitholdings in AmanahRaya REIT

	
	As at 30 November 2009
	After the Proposed Placement

	
	Direct
	Indirect
	Direct
	Indirect

	
	Number of Units
	%
	Number of Units
	%
	Number of Units
	%
	Number of Units
	%

	KWB
	275,194,291
	63.77
	-
	-
	295,194,291
	51.65
	-
	-

	Royal Bank of Scotland Plc
	38,295,000
	8.87
	-
	-
	38,295,000
	6.70
	-
	-


6.3
Earnings and distributable income
The Proposals are expected to be implemented and completed between the first and second quarter of 2010. 
Whilst the Proposals are expected to contribute positively to the future earnings of AmanahRaya REIT, nevertheless the immediate impact will be that the earnings per unit is expected to be correspondingly diluted as a result of the increase in the number of units in issue pursuant to the Proposed Placement. However, the dilution is expected to be offset by improved earnings attributable to the Proposed Acquisitions after taking into account the scheduled rental increases under the lease agreements of the Subject Properties.
6.4
Distribution policy
Since the listing of AmanahRaya REIT up to the financial year ended 31 December 2009, the Manager has adopted the policy of distributing 100% of AmanahRaya REIT’s distributable income. Going forward, in accordance with the terms of the trust deed constituting the REIT, the Manager will distribute at least 95% of the REIT’s distributable income or such other percentage as determined by the Manager in its absolute discretion.  
7.
PROSPECTS AND RISK FACTORS
7.1
Prospects of the Subject Properties

Selayang Mall is located within the established and fast growing township of Selayang which enjoys good accessibility through a comprehensive network of trunk roads and expressway such as Jalan Kuching, Jalan Ipoh and Lebuhraya Selayang-Kepong. It is also surrounded by the matured residential developments namely Taman Idaman, Bukit Idaman, Casa Mila, Taman Intan Baiduri, Taman Bidara, Taman Selayang Jaya and Taman Selayang Baru. With the expected increase in population and the limited number of shopping complexes in the Selayang area, the high occupancy rate of Selayang Mall is expected to be maintained in the foreseeable future. As a matter of fact, Selayang Mall has enjoyed almost full occupancy ranging from 95% to 99% over the last three years.

(Source: Selayang Mall Valuation Report prepared by the Valuer dated 30 November 2009)
Dana 13 is located within the vicinity of Kelana Jaya locality where the supply of the office space is very limited and presently the offices are enjoying a high occupancy of between 85% and 90%. There are older buildings which currently command market rental of between RM2.80 to RM4.50 per sq. ft. Foreign investors are also choosing offices within this vicinity as it is has good accessibility to the airport (Lapangan Terbang Sultan Abdul Aziz Shah) and the larger commercial neighbourhoods of Subang Jaya and Petaling Jaya. Close to the west of the property, at the intersection of Jalan PJU 1A/1 Persiaran Ara Damansara and Jalan Lapangan Terbang Subang, a commercial development is being carried out known as the Oasis Ara Damansara. The current market rental within this development is between around RM2.50 and RM4.00 per sq. ft. Commercial developments are also active in the locality, namely the new NiuZeXui (NZX) Commercial Centre situated on a 19 acre site. The 186 nos. shop/retail office development has been completed with a unique 80 feet covered boulevard offering retail space in the form of shops and kiosks. Meanwhile accessibility to Dana 1 Commercial Centre has seen vastly improved since a year ago, with the interchange fully operational along the Jalan Lapangan Terbang Subang, directly linking the area to the North Klang Valley Expressway (NKVE) and Federal Highway, major link-roads to Tropicana and Damansara-Puchong Highway (LDP).  
 (Source: Dana 13 Valuation Report prepared by the Valuer dated 30 November 2009)
7.2
Risk factors

The Proposed Acquisitions are subject to general risks relating to property investments, such as the risk of the property being unoccupied at the end of the lease agreements, credit risk of the lessee, possible re-negotiations in the rental rates due to adverse economic and property market conditions, possible under-insured losses, unanticipated repair works on the properties, amongst others, that would lead to lower than expected net income.
Whilst the terms of the lease agreements for the Subject Properties, such as long term leases, fixed rent revisions, and all outgoings are to be borne by the lessee resulting in the rental income to AmanahRaya REIT being on “triple net” basis, nevertheless there are certain risks relating to the Subject Properties, which are set out below.  
(a) Single-tenant dependency for both Subject Properties
Both the Subject Properties are tenanted out to a single tenant, where AmanahRaya REIT as the beneficial owner of the Subject Properties will rely entirely on the single tenant for the properties’ rental income. In this respect, whilst there are clauses which protects the owner of the Subject Properties as the lessor under the lease agreements, there can be no assurance that the lessees may not renege on the terms and conditions of the lease agreements.

(b)
No prior track record for the Dana 13 property
The lease for the Dana 13 property recently commenced in September 2009, with the first rental payment being due in December 2009. As such, a track record in respect of this new lease agreement has yet to be established. 

(c)
Temporary building permit relating to the extension of the Selayang Mall

Selayang Mall had previously undergone some extension and renovation works, which involved, inter alia, the extension of the front-facing ground floor units. The Majlis Perbandaran Selayang has issued a “Permit Bangunan Sementara” which is renewable on an annual basis. Based on the representations of the Vendor, they do not envisage the permit being revoked or not renewed over the period of the lease, as long as certain conditions are met regarding the suitability of the tenants of the front-facing ground floor areas. 
Nevertheless, in the event the permit is not renewed through no fault of the lessee, the supplemental agreement relating to the Selayang Mall will cease, and no rental shall be payable in respect of the front-facing ground floor extension. However, the rental income from the new lots created within the building shall continue. Notwithstanding, the said rental amount is expected to have minimal impact on AmanahRaya REIT’s distributable income.

(d)
No individual title issued for Dana 13

The construction of Dana 13 has been recently completed in August 2009, and no individual title has been issued as to-date. There can be no assurance that the necessary approval for the issuance of individual title from the relevant authorities would be obtained. 

8. 
APPROVALS REQUIRED AND CONDITIONS OF THE PROPOSALS
The Proposals are subject to approvals being obtained from the following parties: 
(i)
the SC for:

(a) the market value of the Selayang Mall and Dana 13 properties, of RM132,000,000 and RM107,800,000 respectively as appraised by the Valuer in relation to the Proposed Acquisitions. ECM Libra had on 4 December 2009, on behalf of the Board, submitted an application to the SC (Asset Valuation Audit Department) for the market valuation of the Subject Properties pursuant to the Proposed Acquisitions; 
(b) the Proposed Placement and Proposed Increase in Fund Size; and

(c) the listing of and quotation for the Placement Units to be issued pursuant to the Proposed Placement on the Main Market of Bursa Securities;
(ii) 
the Unitholders of AmanahRaya REIT at a unitholders’ meeting to be convened (“Meeting”); 

(iii)
Bursa Securities for the listing of and quotation for the new units arising from the Proposed Placements; and

(iv) 
the approval or consent of any other relevant public authority, if required.

The Proposed Acquisitions are subject to, inter alia, the following conditions:

(i)
satisfactory outcome of the legal and structural due diligence exercise;

(ii)
the consent by and/or notification to the existing lessees (where applicable) to the transfer of the Subject Properties to CIMB Trustee (as the REIT’s trustee) having been obtained by the Vendor;

(iii) 
the execution of such lease agreements and novation agreement by the Vendor, the REIT and the respective lessees of Selayang Mall and Dana 13; and

(iv)
the consent of the State Authority to be obtained by the Vendor for the transfer of Dana 13 to CIMB Trustee (as the REIT’s trustee), if required; and

(v) 
the approval or consent of any relevant public authority, if required.

The Proposed Selayang Mall Acquisition, Proposed Dana 13 Acquisition, Proposed Placement and Proposed Increase in Fund Size are inter-conditional. 

Save as disclosed above, the Proposals are not conditional upon any other proposals.

9.
INTERESTS OF DIRECTORS AND SUBSTANTIAL SHAREHOLDERS OF ARRM, MAJOR UNITHOLDERS OF AMANAHRAYA REIT AND/OR PERSONS CONNECTED

Save as disclosed below, ARRM is not aware of any interest of its other Directors and substantial shareholders, major Unitholders of AmanahRaya REIT and/or person(s) connected to the its Directors and substantial shareholders and/or major Unitholders of AmanahRaya REIT, whether direct or indirect, in the Proposals: 

9.1
Directors of the Manager


The following Directors of the Manager (“Interested Directors”) are deemed interested in the Proposals by virtue of them being connected to ARB (the holding company of the Manager):

(i)
Dato’ Ahmad Rodzi Bin Pawanteh, Non-Executive Non-Independent Director of ARRM, who is also the Group Managing Director of ARB and a member of the investment committee of KWB. As at 30 November 2009, he does not hold any Units in AmanahRaya REIT.

(ii)
Puan Sharizad Juma’at, Non-Executive Non-Independent Director of ARRM. As at 30 November 2009, she does not hold any Units in AmanahRaya REIT.

(iii)
Datin Aminah Pit Abd Raman, Non-Executive Non-Independent Director of ARRM, is also an Independent Director of ARB. As at 30 November 2009, she does not hold any Units in AmanahRaya REIT.

(iv)
Puan Alina Hashim, Non-Executive Non-Independent Director of ARRM. As at 30 November 2009, she does not hold any Units in AmanahRaya REIT.

The above Interested Directors have abstained and will continue to abstain from all Board deliberations and votings in respect of the Proposals. The Interested Directors shall ensure that persons connected to them abstain from voting on the resolutions pertaining to the Proposals.

9.2
Substantial shareholders of the Manager

As at 30 November 2009, ARB is the holding company of the Manager (wholly-owned) and does not hold any Unit in AmanahRaya REIT. ARB shall ensure that persons connected to it abstain from voting on the resolutions pertaining to the Proposals.

9.3
Major Unitholders of AmanahRaya REIT

KWB is the major Unitholder of AmanahRaya REIT holding 63.77% of the total Units as at 30 November 2009 and is also Vendor of the Properties. KWB will also be subscribing for new Units to be issued pursuant to the Proposed Placement. As such, KWB and/or their proxies (as the case may be) will abstain from voting in respect of their direct and indirect interests on the resolutions on the Proposals at the Meeting to be held. KWB will also ensure that persons connected to it will abstain from voting in respect of any of their direct or indirect interests on the resolutions pertaining to the Proposals at the Meeting.

10. 
MANAGER'S RECOMMENDATION 

The Board of Directors of ARRM (save for the Interested Directors), having considered all aspects of the Proposals, is of the opinion that the Proposals are in the best interest of AmanahRaya REIT. 
11. 
ADVISER
ECM Libra has been appointed as the Adviser for the Proposals, including as placement agent for the Proposed Placement.

12.
UNITHOLDERS’ MEETING

A circular to the unitholders of AmanahRaya REIT setting out the details of the Proposals, together with the notice of unitholders’ meeting will be despatched to the unitholders of AmanahRaya REIT in due course.
13.
ESTIMATED TIME FRAME FOR COMPLETION

Barring any unforeseen circumstances, the Proposals are expected to be implemented between the first and second quarter of 2010, subject to all relevant approvals being obtained on a timely basis. In this regard, the application to the SC for the Proposals will be made soonest possible.
14. 
DOCUMENTS AVAILABLE FOR INSPECTION 
The respective valuation reports dated 30 November 2009 on the Subject Properties prepared by the Valuer, are available for inspection at the registered office of ARRM at 11th Floor, Wisma AmanahRaya, No.2, Jalan Ampang, 50508, Kuala Lumpur during normal office hours from Monday to Friday (except public holidays) for a period of 3 months from the date of this announcement.
This announcement is dated 15 January 2010.
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