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LYC Healthcare to bank on accretive acquisition

BY LIEW JIA TENG

t has been four years since low-profile

businessman Lim Yin Chow emerged as

the major shareholder of Mexter Tech-

nology Bhd, before the company’s name

was changed to LYC Healthcare Bhd in
January last year.

Over the years, LYC Healthcare hasbeen
focusing on organic growth, nurturing its
healthcare and healthcare-related busi-
nesses. They include confinement centres,
senior living homes, a family clinic,an in
vitro fertilisation (IVF) centre and a cos-
metic and aesthetic centre.

Following last Monday’s proposed acqui-
sition of a 51% stake in Singapore medical
firm T&T Medical Group Pte Ltd for §$7.29
million (RM22.2 million), however, LYC
Healthcare will be embarking on its first
major merger and acquisition.

The deal, which comes with a prof-
it guarantee of S$3.9 million over three
years up to financial year ending March
31,2024 (FY2024), could prove to be crucial
In LYC Healthcare's efforts to enhance its
bottom line,

After all, the group has yet to make its
maiden profit since it assumed the listing
status of Mexter, reporting a net loss of
RM2 million in FY2017, RM5.2 million in
FY2018 and RM5.9 million in FY2019.

According to LYC Healthcare CEO and
managing director David Sui Diong Hoe,
the acquisition of a controlling stake in
T&T is part of the group’s long-term strat-
egy of capturing key compelling health-
care markets, and he believes this will be
a compelling investment.

“We have identified the chronic disease
and osteoporosis market as a strategic mar-
ket. We would not have chosen to invest
in T&T if it were not compelling. This new
acquisition will lead to high accretion of
earnings to us, and it will add a valuable
new dimension in the provision of health-
care to the older demographic market,” he
tells The Edge in an email interview.

Sui highlights that T&T operates a spe-
cialist chronic diseases and osteoporosis
centre, which alse has a family clinic,in
Singapore, with thousands of local and for-
eign patients.The one-stop centre focuses
on chronic degenerative joint diseases and
the spine, pain management, and meta-
bolic diseases such as diabetes mellitus,
hypertension and high cholesteral.

Attractive valvation
It is worth noting that the acquisition will
be funded by a mixture of debt financing,

equity and preference shares.

LYC Healthcare will pay the vendor,
Dr Ting Choon Meng, $$5.3 million cash,
and settle the balance of $$1.99 million via
the issuance of redeemable non-cumula-
tive preference shares in its wholly-owned
subsidiary, LYC Medicare Sdn Bhd.

Sui points out that Ting has agreed to
provide a three-year profit guarantee of
$$1.3 million a year for T&T, of which 51%
will be consolidated by LYC Healthcare.

“We are acquiring T&T at a very rea-
sonable valuation, which is based on a
forward price-to-earnings ratio of 11 times
of $$1.3 million. We view the transaction
as attractive, as listed healthcare compa-
nies typically trade at a PER of between
30 and 40 times,” he explains.

For the financial year ended Dec 31,2019,
T&T’s profit after tax jumped 85% to $$1.09
million, up from $4$592,000 a year earlier.

“We are targeting for T&T to generate
earnings higher than the profit guarantee,
but this is subject to the execution of the
business strategies that we have in mind.
Nonetheless, we expect the acquisition to
contribute positively to LYC Healthcare’s
bottom line,” says Sui.

Asked why Ting was willing to let go of
his controlling stake to LYC Healthcare,
Sui says it is a win-win deal for both par-
ties, as they will be exploring opportuni-
ties to set up T&T branches in Malaysia.
“We believe LYC Healthcare could add
great value to T&T by bringing in more
foreign patients and leveraging the cus-
tomer base of our senior living service to
boost its revenue and profits. Besides, we
will be opening up and operating the T&T
branches in Malaysia.”

Sui: We would not have chosen to invest In T&T if it
were not compelling

Sui adds that LYC Healthcare is build-
ing an ecosystem in the chronic disease
and ageing demographic market; thus,
this acquisition is complementary to its
senior living home business, which can
recommend patients to T&T’s new chronic
disease medical centre.

Full placement may not be necessary
Interestingly, LYC Healthcare has also
proposed a private placement of up to 30%
of its issued shares to raise up to RM26.8
million te finance the acquisition.

Sui stresses, however, that the board’s
intention is to minimise the dilution im-
pact to the existing shareholders of LYC
Healthcare. As such, the company hopes
to finatice a major portion of the T&T ac-
quisition via bank borrowings.

“Our balance sheet currently has no
debt at all except for a small property
loan.We are in talks with a few local and
foreign banks. If we are successful in se-
curing a higher bank borrowing, we may
not require the issuance of the full 30%
placement shares,” he says.

As at Dec 31,2019, LYC
Healthcare had net cash
of RM1.6 million.

The group reported a
wider net loss of RM5.59
million for the nine
months ended Dec 31,
2019 (9MFY2020), com-
pared with RM3.63 million a year earlier.
This is despite an 82% y-o-y increase in
Tevenue to RM9.34 million, from RMS5.13
million.

The wider losses were due to the MFRS
16 impact recognised during the quarter,
largely contributed by the higher depre-
ciation and finance costs amounting to
RM1.92 million, as well as the start-up
cost of the group’s postpartum centre in
Puchong, which opened last July.

The counter closed at 33 sen last Wednes-
day, giving the company a market capital-
isation of RM117.27 million.

LYC Healthcare operates three confine-
ment centres in Taman Tun Dr Ismail (33
rooms), Puchong (29 rooms) and Bukit
Jalil {60 rooms, opening in mid-2020).The
group is on the lookout for more locations
for future expansion.

“In the medium term, we are looking
at the Klang Valley, Melaka, Penang and
Johor; and, in the long run, we may con-
sider other Asian countries that have the
tradition of practising confinement,”
says Sui.

He adds that LYC Healthcare is now at
a very important inflection point, as the
group will soon be reaping the rewards
when its mega-confinement centre in
Bukit Jalil opens after the lifting of the
Movement Control Order.

“For the whole of 2019 and early 2020,
we have been very busy with growing our
healthcare businesses and building new
centres. From our next financial year-end
in 2021, it will be very exciting times for
us, as all our businesses will be fully oper-
ational and will be firing on all cylinders
by then,” says Sui. a

T&T's specialist
chronic diseases
and osteoporosis
centre, which also
has a famlly dlinle,
in Singapore

Attempts at diversification to give businesses a new lease of life
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In the last three years (2018 to 2020), the
company has embarked on three fundrais-
ing exercises that raised a total of RM20.58
million. Between 2012 and 2016, it had
raised a total of RM&1 million through
private placements and rights issues.

The manufacturer of wires and cables
also embarked on a creditors capitalisation
scheme by issuing 102.666 million shares
to its creditors at 8.04 sen per share in
November 2019.This was to offset the out-
standing amount owed of RM8.25 million.
But since January, the creditors — Finan-
cial Frontiers Pte Ltd, Vitalex Hotels Group
Sdn Bhd and Grande Legacy Inc — have all

ceased to be shareholders of the company.

HWGB has been attempting to diversify
to give its businesses a new lease of life,
it has been observed. However, there has
been little or no success to date.

In 2012,it ventured into solid state light-
ing (8SL) and LED by acquiring Myled Opto
Tech Sdn Bhd for RM1 million, but a re-
versal of the acquisition took place within
the same year.

In 2013, HWGB made a foray into the
auto sector through Rex Oriental $dn Bhd,
which owns a 70% stake in Orient Sun
Motors Sdn Bhd, a dealer of commercial
vehicles.

The following year, it upped its invest-

ment in the tourism sector by buying a
59.5% stake in Ho Wah Genting Holiday
Sdn Bhd from one Adanan Baharum for
RM1.45 million. Adanan was then an em-
ployee of HWG, according to a filing with
Bursa Malaysia.

HWGB disposed of its auto business in
2015 at a loss of RM4.42 million. It then
ventured into a co-operation agreement
with Singapore Metals & Minerals Pte Ltd
for the supply of ferrous, non-ferrous and
base metal minerals.

At every attempt to diversify, HFWGB had
turned to its shareholders for financing.

It would not surprise minorities to hear
that the company is mulling over another

diversification. On March 25, HWGB an-
nounced that it was looking to venture into
the healthcare-related industry, including
the dietary supplement, biotechnology
and healthcare technology sub-segments.

Currently, its core business is the man-
ufacturing of wires and cables, moulded
power supply cord sets and cable assem-
blies for electrical and electronic devices
and equipment, as well as travel agent and
tour-telated services.

In the financial year ended December
2019, HWGB reported a narrower net loss
of RM6.99 million compared with RM32.99
million a year earlier. It had net assets per
share of seven sen. a



