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PETALING JAYA: Palette Multimedia Bhd is

expected to gain additional recurring income

next year, following the acquisition of a 51%
stake in biomedicine and herbal medicine
company Genopharma Sdn Bhd for
RM1.53mil.

This acquisition provides a progressive
recurring income over the next three finan-
cial years.

For this deal, Palette will issue new shares
valued at RM1.53mil for the 51% equity stake
in Genopharma.

Palette hopes to complete this deal by
March 2017.

According to the term sheet, both parties
will sign a share sale agreement 21 working
days from the date of receipt of notification
that Palette is proceeding with the proposed
acquisition.

Palette chairman Eg Kah Yee does not
expect the company to issue more than 10%
of shares for this acquisition,

So if the shares are issued at 10 sen per
share, this would mean that Palette would be
issuing some 15.3 million shares or just some
4.78% of its existing paid up capital of 319.5
million shares.

Palette currently has a market capitalisa-
tion of RM20.8mil based on its share price of
6.5 sen.

Meanwhile, on the acquisition price of
RM1.53mil, this is derived from a price earn-
ings (PE) ratio of 5 times Genopharma's FY16
net profit of RM600,000.

Over the next three years, Palette has the
call option for the remaining 49% stake based
on a PE ratio of 6 times, through a series of
15%, 15% and 19% of Genopharma’s total
shares each year,

The call options after the closing of finan-
cial years 2017, 2018, and 2019 will have

-

It’s a deal: Eg (left) shaking hands with Genopharma Sdn Bhd global executive director Datuk

Seri Liu E Jen after the signing of the term sheet. In the middle is Genopharma medical consult-

ant Datuk Seri Prof C H, Liao,

profit guarantees of RM1mil, RM1.5mil, and
RM2mil, respectively.

This translates to profit growth of 67% in
Palette’s earnings for the first year, followed
bz 50% and 33% in the second and third year.
Shares in Palette were suspended for one
hour yesterday beginning from 11,04am to
12,04pm.

Its share price closed 7.1% lower at 6.5 sen,
traded on a volume of 1.32 million shares.

Palette, which has invested RM2.5mil on
research and development of its mobile
healthcare system ‘i-medic’ over the last five

ars, sees increasing demand for the digiti-
sation of traditional chinese medicine (TCM).

“The acquisition of Genopharma augurs
well with Palette's digital healthcare opera-
tions.

“There Is a strong demand for herbal based
TCM treatments, especially for chronic diseas-
es such as cancer and cardiovascular diseas-

es.

“With f-medic, both doctors and patients
can track and analyse data from various tests,
as well as pre- and post-treatment, to see a
ml::suremem of progress in the treatment
3 “Hence, we intend to digitise and build a
database for TCM," said Eg after the signing of
the term sheet with Genopharma.
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Palette Multimedia

buys 51% stake
in Genopharma

PETALING JAYA: Information technol
company Palette Multimedia Bhd is byying a
51% stake in traditional Chinese medifation
trader Genopharma Sdn Bhd for RM1.53
million in an all-share deal. '

The company’s stock closed down half a
sen to 6.5 sen yesterday. The issue price for
the new shares has not been determined.

Palette Multimedia, which made a halfa.
million net loss on revenue of RM222,000 for
the first quarter ended Aug 31,2016, said the
proposed buy will enable Palette Multimedia
to expand its earning base and invest ina
profitable business. It has a three-month
period to do due diligence on the financial
status and affairs of Genopharma.

The proposed buy comes with a profit
guarantee by the vendors, Liao Chunhua, Liu
Zhen and Tan Yi Wen, for the next three
financial years subsequent to 2016 to be at
least RM1 million for year ending
June 30, 2017, RM1.5 million for FY 2018 and
RM2 million for FY 2019. The vendors will
make up for any shortfall.

Independently, Palette Multimedia
undertakes to provide additional working
capital of up to RM1 million for FY 2017 and
on cumulative basis no more than the profits
soguarameedmanyoftheﬁmmalyear

as aloan on needed basis.
Theloan repayable on demand.
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Palette Multimedia plans to diversify
into traditional Chinese medicine

BY CHONG JIN HUN

KUALA LUMPUR: Palette Mul-
timedia Bhd plans to diversify
into traditional Chinese medicine
(TCM) to expand its earnings base.

In a statement to Bursa Malay-
sia yesterday, Palette said it had
entered into a term sheet for the
proposed acquisition of a 51%
stake in Genopharma Sdn Bhd
(GSB) for RM1.53 million. Pal-
ette said it had entered into the
term sheet with GSB sharehold-
ers Liao Chunhua, Liu Zhen and
Tan Yi Wen.

“GSB is principally involved
in the trading of TCM, food and
herbal supplements. Currently,
GSB products are sold at TCM clin-

ics, pharmacies and chain stores.
GSB also supplies herbal-based
medicines and supplements,to
hospitals and clinics in Malaysia.

“The proposed acquisition will
enable Palette to expand its earn-
ings base and invest in a profitable
business. Hence, the term sheet is
to set the parameters of transac-
tion and allow the parties to out-
line the terms and conditions, as
well as their understanding and
intention in respect of the pro-
posed acquisition,” Palette said.
Palette added that it would issue
new shares in the company, as
payment for the GSB stake. Pal-
ette shares settled halfa sen lower
at 6.5 sen with a market value of
RM20.8 million.



