
KOBAY TECHNOLOGY BHD. (308279-A) 
Reply to Bursa query  
Subject : Proposed conditional joint venture agreement with option to purchase lot 886 (GM452) & lot 42 
(GM352), Mukim 11, Seberang Prai Tengah, Penang. 
 
 
1. Details of the management team other than Mr. Koay Cheng Hock that will undertake the project, 

together with their experience and expertise in the property development project 
 

Other than Mr. Koay Cheng Hock, the Senior Project Manager, Mr. Kenny Koay who  joined the 
Group since June 2014 will oversee this property development project. Mr. Kenny Koay holds a 
Master’s Degree in Architecture (major in Project Management) from University of Greenwich, 
London.  He has over 10 years’ experience in project contract management in the areas of tendering, 
feasibility study, contract project costing and cash flow, project submission for authority approval and 
project management. Prior to joining Kobay, he worked for a renowned Penang based construction 
and property development company for over 9 years where his last function was Contract Manager 
that made him gain extensive experience in property development and construction industry.   
 
Kobay intends to further strengthen its competency in property development by engaging experienced 
management team from time to time to run the property development activity.  Currently the 
engagement exercise is actively in progress. 
 

2. The detailed basis in deriving at the purchase consideration of RM11.8 million together with the 
justification. 
 

The purchase consideration of RM11.8million (approximately RM49 per square foot) is derived 
based on willing buyer and willing seller basis after taking into consideration that the Lands are 
subject to road access approval that yet to be obtained. Based on the market information, there was a 
piece of land within 1 km radius from the Lands of which smaller in size (approximately 1.6 acres) 
with access road frontage was transacted with a price of RM85 per square foot recently. 
 

3. To provide the definition of “first grade freehold lands” 
 
Lands carrying “first grade freehold lands”  do not have a category of land use such as “agriculture” 
or “industry”, making it unnecessary for an owner to covert the land use if the owner wants to use the 
land for property development purpose.  The owner of freehold land enjoys the ownership for 
perpetuity and can use the land for any purpose in accordance to local regulations. 
 

4. Detailed of development potential i.e. name of project, number of units of each type of development 
etc. 
 
The management has not determine the name of project yet as it is still at preliminary stage and the 
JVA is subject to fulfilment of various conditions precedent. 
 
Based on the management’s estimation, the Lands have a good development potential for medium 
costs residential condominium. With the proposed density of 30 units per acre, the total built up area 
including the Landowners’ units of 42 units of condominium  shall come up to approximately 
241,300 square feet  or equivalent to approximately 165 units. The proposed built up area of each unit 
will range from 1,400 square feet to 1,650 square feet. 
 



The entitlement of the Landowners of 42 units of condominium is approximately 28% of the gross 
development value, which is within the market norm of 20-30% for the Landowner’s entitlement. 
 

5. The detailed basis in deriving at the gross development value (RM51million), gross development 
costs (RM39million) and expected profit (RM12million) respectively 
 
The estimated gross development value (or  revenue based on the sellable built up area) of RM51 
million was derived from 172,000 square feet of built up area excluding the Landowner’s entitlement 
units with an average selling price of RM300 per square foot. 
 
The gross development cost of RM39million is based on an estimated cost of RM160 per square foot 
for building a medium cost condominium at total built up area of 241,300 square feet (inclusive of 
Landowners’ units)  
 
The profit of RM12 million was derived after subtracting the gross development cost of RM39million 
from the estimated sale revenue of RM51 million. 
 

6. To breakdown of the total capital and investment outlay in the joint-venture for the development of 
the said land 
 
The initial capital and investment outlay required is RM2million as refundable cash deposit to be 
released in accordance to the JVA upon each and every condition precedent fulfilled by the 
Landowners. Moving forward, the project may require some initial start-up costs for preliminaries 
and to kick-off project of which is expected to be less than RM 3.5 million (approximately 5% of 
gross development value). The outlay, if required, shall be financed by Kobay’s internal generated 
funds. 
 
However, should KPV opt to exercise the Purchase Option, there will be an additional outlay of 
approximately RM12.1million being the option price and stamp duty to be incurred. Kobay shall seek 
bank financing of RM7million and utilize its internal fund to finance the purchase. 
 
As the project is targeting at medium cost market, the management is highly confident that the project 
shall receive good response from the market and the project would be expected to be self-financed by 
itself. 
 

7. Rationale to pay a security deposit of RM2million to the Developer’s solicitor as stakeholder 
 
As the Landowners are given 12 months from the JVA date to fulfill the condition precedents, inter-
alia for discharging the bankruptcy status of the registered proprietor, transfer of the Lands to the 
Landowners and obtaining consent from the relevant authorities and proprietors of the adjacent lands, 
which approximates to RM2million,  the parties agreed that the security deposit of RM2million shall 
be deposited with the Developer’s solicitor as stakeholder and be released progressively to 
Landowners’ solicitors per the salient terms therein stated in the JVA so to safeguard the Developer’s 
interest. 
  

8. Directors’ and Major Shareholders’ Interests 
 
None of the Directors and/or Major Shareholders of Kobay or any person connected with them has 
any interest, direct or indirect, in the transaction. 
 
 



9. Document for inspection 
 

Copy of the JVA is available for inspection at the registered office of the Company at Plot 30 Hilir 
Sungai Kluang Satu, Bayan Lepas Industrial Park, Phase 4, 11900 Bayan Lepas, Penang during 
normal working hours for a period of 3 months from the announcement date. 

 


