SALCON BERHAD (“Salcon” or “Company”)

PROPOSED RENOUNCEABLE RIGHTS ISSUE OF UP TO 233,249,942 NEW ORDINARY SHARES OF RM0.50 EACH IN SALCON (“RIGHTS SHARES”) WITH UP TO 116,624,971 FREE DETACHABLE WARRANTS (“WARRANTS”), ON THE BASIS OF TWO (2) RIGHTS SHARES WITH ONE (1) WARRANT FOR EVERY TWO (2) EXISTING ORDINARY SHARES OF RM0.50 EACH IN SALCON (“SALCON SHARES” OR “SHARES”) HELD ON A DATE TO BE DETERMINED LATER AT AN INDICATIVE ISSUE PRICE OF RM0.57 PER RIGHTS SHARE (“PROPOSED RIGHTS ISSUE WITH WARRANTS”)

We refer to the announcement dated 15 January 2007 in relation to the abovementioned Proposed Rights Issue with Warrants.  On behalf of the Board of Directors of Salcon, MIMB Investment Bank Berhad (formerly known as Malaysian International Merchant Bankers Berhad), wishes to announce that the Company proposes to revise the utilisation of proceeds to be raised from the Proposed Rights Issue with Warrants.

The details of proposed revised utilisation is as follows:

Scenario A:

The Proposed Rights Issue with Warrants (assuming that none of the options under the Company’s Employees Shares Option Scheme (“ESOS”) that were previously granted and to be granted (up to 10% of the issued and paid-up share capital of the Company at any point of time) (“ESOS Options”) is exercised on or prior to the entitlement date of the Proposed Rights Issue with Warrants) is expected to raise gross proceeds of RM120,865,879 based on the indicative issue price of RM0.57 per Rights Share and it is proposed to be utilised for the following:

Proposed Utilisation
As per announcement dated 15 January 2007
Proposed revised utilisation
Expected time frame 
for utilisation of proceeds from date of listing of Rights Shares


RM’000
RM’000







Working capital for sewage system project (Note 1)
55,000
55,000
Within 24 months






Working capital for the Salcon Group
34,866
44,866
Within 24 months






Repayment of bank borrowings
29,000
19,000
Within 3 months






Estimated expenses relating to the Proposed Rights Issue with Warrants
2,000
2,000
Within 3 months







120,866
120,866


Scenario B:

The Proposed Rights Issue with Warrants (assuming that all of the ESOS Options are exercised on or prior to the entitlement date of the Proposed Rights Issue with Warrants) is expected to raise gross proceeds of up to RM132,952,467 based on the indicative issue price of RM0.57 per Rights Share and it is proposed to be utilised for the following:

Proposed Utilisation
As per announcement dated 15 January 2007
Proposed revised utilisation
Expected time frame 
for utilisation of proceeds from date of listing of Rights Shares


RM’000
RM’000







Working capital for the Salcon Group
46,952
56,952
Within 24 months






Working capital for sewage system project (Note 1)
55,000
55,000
Within 24 months






Repayment of bank borrowings
29,000
19,000
Within 3 months






Estimated expenses relating to the Proposed Rights Issue with Warrants
2,000
2,000
Within 3 months







132,952
132,952


Note 1:
A project by Rastamas-Salcon Joint Venture (“Rastamas-Salcon”), a joint venture between Rastamas Contractor Sdn. Bhd. and Salcon’s wholly-owned subsidiary, Salcon Engineering Berhad, on a 51:49 joint venture basis.  Rastamas-Salcon had on 15 January 2007 received a Letter of Intent from the Pengarah Kerja Raya Negeri Sabah to undertake a project to design, construct and complete a sewage system in Kota Kinabalu, Sabah (“the Project”) on turnkey/design and build basis, the value of which is approximately RM183.355 million.  For further information, please refer to Salcon’s announcement dated 15 January 2007 relating to the Project.

Any difference between the final proceeds raised based on the final issue price for the Rights Shares or the number of Rights Shares to be issued shall be adjusted to the allocation for working capital of the Group.

Any proceeds arising from the exercise of the Warrants will be used as additional working capital of Salcon and its subsidiaries (“Salcon Group”).
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