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US firm buying
over Singapore
eDev's HotApps

Buyer to fork out
US$700m via shares,
bonds for messaging
software unit
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AN American company
soon to be listed on an
over-the-counter bulletin
board plans to acquire Sin-
gapore eDevelopment’s in-
stant messaging software
unit HotApps for US$700
million in shares and
bonds, the local firm said
on Thursday.

The over-the-counter
board, akin to a junior ex-
change, is often considered
a jumping board to a Nas-
daq listing.

Of the US$700 million,
US$10 million will be paid
by the US firm, Fragmentad
Industry Exchange (FIE),
through one million new
shares of US$10 each, with
the remaining US$690 mil-
lion in Zero-coupon perpetu-
al bonds with a conversion
price of US$10 each.

Chan Heng Fai, CEOQ of
Singapore eDevelopment
(SeD), called it “a very good
safety feature in the struc-

ture for SeD), because you
can either take back a lot of
money on the bonds or con-
vert some of the stock de-
pending on how the compa-
ny (stock price) performs in
the United States.

“It gives you that flaxibili-
ty,” said Mr Chan, who is
Sel’s single largest share-
holder (with an approxi-
mately 7.7 per cent stake).

The transaction is pend-
ing an independent valua-
tion by the buyer. When
completed (likely within
two weeks of the completed
valuation), SeD will own
slightly below 20 per cent
of the US company. If it ful-
ly converts all its bonds and
exercises the call option, it
will own 99.84 per cent of
FIE, which, in turn, wholly
owns HotApps.

“But our objective is not
to own more than 51 per
cent of the company,” Mr
Chan told reporters.

Such a structure, essen-
tially an injection of the US
company between SeD) and
HotApps, will allow Hot-
Apps to tap the US capital
market without diluting Sin-
gapore investors' aquity.

The US geography is apt
because it has been very

embracing of technology
stocks. Its next most antici-
pated listing is of Chinesa
e-commerce giant Alibaba
which will take place in Sop-
tember .

Besides this, the listing
will also accelerate the
launch of the HotApps® in-
stant messaging and e-corm-
merce mobile apps in
North and South America.

HotApps plans to launch
in 24 countries, including
Singapore, before the
year-end. It is already in
talks to partner Spanish
and Chinese telcos - an in-
dustry that has heen seeing
SMS revenues deteriorate
from the disruption from in-
stant messaging apps. Hot-
Apps may thus tie up with
them to do a white-lahel
product or a revenue split,

HotApps - originally
owned by Mr Chan — was ac-
quired by SeD last month
for just S$98 000 as part of
the latter’s restructuring
plans; the cheap considera-
tion was so that it would
not be considered an inter-
ested person transaction
since its value fell short of
the S$100,000 threshold
that would qualify it so.

SeD was formerly
known as CCM Group, a

loss-making construction
firm which has since dis-
posed of its legacy Singa-
pore construction and set
up a new international con-
struction arm. The compa-
ny is now out of the restruc-
turing mode and in a
growth stage, having sold
all its legacy problematic
pieces, Mr Chan said.

Mr Chan is known to be
a “white kmight” that has re-
structured over 50 dis-
tressed companies. Yet he
maintained that he did not
start out with the intention
of restructuring SeD, but
merely as an equity inves-
tor to offer it some financ-
ing. He later joined the
board, a position which
gave him a bird’s eve view
of all the firm’s problems.

“It’s not that I like to re-
structure, but once my
name gets involved,
small-time shareholders
start to buy the stock like
there's no tomorrow, so [
feal absolutely responsible
for them.
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Mr Chan: ‘That's why I
didnr 't wart to abandon
the compary. I could have
sold ... at a gigartic
praofit, but I choose to put
my stock ir @ moratorium
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next year.” FILE PHOTD

“That's why I didn't
want to abandon the com-
pany. | could have sold my
stock at a gigantic profit,
but ] choose to put my stock
in a moratorium lock-up un-
til February next year.”

Sol¥s counter, which lift-
ed its trading halt just be-
fore noon yesterday, fin-
ished 0.1 Singapore cent
higher at $$0.003.



