TM INTERNATIONAL BERHAD (“TMI”)

(I)
PROPOSED RENOUNCEABLE RIGHTS ISSUE OF NEW ORDINARY SHARES OF RM1.00 EACH IN TMI TO RAISE GROSS PROCEEDS OF APPROXIMATELY RM5,250 MILLION (“PROPOSED RIGHTS ISSUE”); 
(II)
PROPOSED EXEMPTION FOR KHAZANAH NASIONAL BERHAD (“KHAZANAH”) from the obligation to carry out a mandatory take-over offer ON the remaining VOTING Shares IN TMI not held by Khazanah after the Proposed Rights Issue (“PROPOSED EXEMPTION”); AND
(III)
PROPOSED INCREASE IN TMI’S AUTHORISED SHARE CAPITAL AND CORRESPONDING AMENDMENTS TO TMI’S MEMORANDUM AND ARTICLES OF ASSOCIATION (“M&A”) (“PROPOSED IASC”)
(COLLECTIVELY REFERRED TO AS “PROPOSALS”)

1.
INTRODUCTION 

1.1
On behalf of TMI’s Board of Directors (“Board”), CIMB Investment Bank Berhad (“CIMB”) is pleased to announce that TMI proposes to undertake the following: 

(i)
a renounceable rights issue of new ordinary shares of RM1.00 each in TMI (“TMI Shares”) (“Rights Shares”) to the entitled shareholders of TMI (“Entitled Shareholders”) to raise gross proceeds of approximately RM5,250 million; and 

(ii)
an increase in TMI’s authorised share capital from RM5,000 million comprising 5,000 million TMI Shares to RM12,000 million comprising 12,000 million TMI Shares and corresponding amendments to TMI’s M&A.  

1.2
In connection with the Proposed Rights Issue, Khazanah proposes to seek an exemption from the obligation to carry out a mandatory take-over offer on the remaining TMI Shares not held by Khazanah after the Proposed Rights Issue, to allow Khazanah to support the Proposed Rights Issue.

1.3
The key rationale of the Proposed Rights Issue is to raise funds for the partial repayment of TMI’s debt, which would strengthen the balance sheet and capital structure of TMI, while ensuring that all TMI’s shareholders would be given the opportunity to participate in this equity fund-raising proposal. 
2. 
DETAILS OF THE PROPOSALS
2.1 Details of the Proposed Rights Issue

2.1.1 TMI is proposing to undertake the Proposed Rights Issue to raise gross proceeds of approximately RM5,250 million (“Intended Gross Proceeds”). The Intended Gross Proceeds have been determined upfront while the basis of the Proposed Rights Issue and issue price for the Rights Shares have not been fixed at this juncture for the following reasons: 
(i) to accord greater flexibility to the Board in respect of pricing of the Rights Shares, after taking into consideration recent volatile market conditions and the interest of TMI and its shareholders; 

(ii)
to avoid excessive and unnecessary equity issuance and/or fund-raising; and
(iii)
to provide better clarity to TMI’s shareholders with respect to the capital outlay required to take up their respective entitlements under the Proposed Rights Issue,

whilst ensuring that TMI meets its funding requirements.
2.1.2
The issue price of the Rights Shares will be fixed, and accordingly the basis for the Proposed Rights Issue will be determined, by the Board and announced closer to the implementation of the Proposed Rights Issue.

The issue price of the Rights Shares will be at a discount (which is expected to be in line with recent rights issues in regional markets) to the theoretical ex-rights price based on the 5-day volume-weighted average market price of TMI Shares immediately before the price-fixing date, but shall in no event be lower than the par value of TMI Shares of RM1.00 (“Minimum Issue Price”).

2.1.3
The Intended Gross Proceeds, after paying for all expenses in relation to the Proposed Rights Issue, are proposed to be used for the repayment of up to RM5,150 million of TMI’s borrowings while the remaining balance will be used for the TMI group of companies’ (“TMI Group”) working capital purposes.  

The actual gross proceeds to be raised cannot be determined at this juncture as it would depend on the final issue price of the Rights Shares and the number of Rights Shares to be issued. However, such proceeds are expected to approximate the Intended Gross Proceeds. 

2.1.4
The Proposed Rights Issue is renounceable in full or in part. Accordingly, Entitled Shareholders can subscribe for and/or renounce their entitlements to the Rights Shares in full or in part. 

2.1.5
The Rights Shares which are not taken up or validly taken up by the Entitled Shareholders shall be made available for excess applications by the Entitled Shareholders and/or their renouncee(s). It is the intention of the Board to allocate the excess Rights Shares in a fair and equitable manner on a basis to be determined by the Board and announced later.
2.1.6
In line with its confidence and long term commitment with respect to TMI, Khazanah (TMI’s largest shareholder) has provided TMI a written undertaking to subscribe in full or procure the subscription in full of its legal entitlement under the Proposed Rights Issue (“Undertaking”).
As part of the Undertaking, Khazanah will also support an additional take-up of up to 20% of the Rights Shares to be issued under the Proposed Rights Issue, to the extent they are not taken up or not validly taken up by other Entitled Shareholders and/or their renouncee(s) under the Proposed Rights Issue (including after excess application) (“Additional Support”), of which the terms and mode of implementation (including any fees to be paid to Khazanah) will be finalised in due course.

The Additional Support is subject to approval being obtained from the Securities Commission (“SC”) and TMI’s shareholders for the Proposed Exemption while the Undertaking is subject to the pricing for the Proposed Rights Issue. 

2.1.7
TMI has received indications from several financial institutions on their interest to fully underwrite the remaining portion of Rights Shares (for which no irrevocable undertaking to subscribe/support has been obtained from TMI’s shareholders). The said underwriting arrangements are expected to be in place prior to the implementation of the Proposed Rights Issue.

2.1.8
Purely for illustration purposes only, based on the Minimum Issue Price, Intended Gross Proceeds and TMI’s issued and paid-up share capital as at 10 February 2009 comprising 3,753.4 million TMI Shares, the Proposed Rights Issue would involve the issuance of 5,250 million Rights Shares, representing a basis of approximately 140 Rights Shares for every 100 TMI Shares held by the Entitled Shareholders. Notwithstanding the illustration above, it is the Board’s intention to fix a basis for the Proposed Rights Issue, which minimises the occurrence of odd lots and fractional entitlements, at a date closer to the implementation of the Proposed Rights Issue.   

2.1.9
The Rights Shares will be provisionally allotted to the Entitled Shareholders. Fractional entitlements under the Proposed Rights Issue, if any, will be dealt with in such manner as the Board in its absolute discretion deems fit and in the best interest of TMI.

2.1.10
The Rights Shares shall, upon allotment and issue, rank equally in all respects with the existing TMI Shares except that the Rights Shares will not be entitled to any dividend, right, allotment and/or other distribution, in respect of which the entitlement date is before the allotment and issue date of the Rights Shares.
2.1.11
Options over TMI Shares to be granted under TMI’s proposed long term performance-based employee share option scheme for eligible employees and Executive Directors of the TMI Group (“Proposed Option Scheme”) (as announced on 10 February 2009) are expected to vest over time subject to the TMI Group meeting certain financial targets to be determined by the Board or the committee to be appointed by the Board to administer the Proposed Option Scheme. In this respect, the allotment date of TMI Shares to be issued under the Proposed Option Scheme is expected to be after the entitlement date for the Proposed Rights Issue and hence, would not be included in the entitlement basis under the Proposed Rights Issue. 
2.2
Details of the Proposed Exemption

In view of its obligation under the Undertaking (which includes the Additional Support) and pursuant to any excess application, Khazanah’s equity interest in TMI after the Proposed Rights Issue may increase by more than 2.0% from 44.5% (as at 10 February 2009) as illustrated in Section 4.4 below. In accordance with the Malaysian Code on Take-Overs and Mergers, 1998 (“Code”), Khazanah would then be required to carry out a mandatory take-over offer on the remaining TMI Shares not held by Khazanah after the Proposed Rights Issue.

As it is not Khazanah’s intention to carry out a mandatory take-over offer on TMI Shares as a result of its Undertaking, approval for the Proposed Exemption will be sought from the SC and TMI’s non-interested shareholders. 

2.3
Details of the Proposed IASC
As at 10 February 2009, TMI’s authorised share capital is RM5,000 million comprising 5,000 million TMI Shares, of which 3,753.4 million have been issued and fully paid-up. TMI proposes to increase its authorised share capital to RM12,000 million comprising 12,000 million TMI Shares and to amend its M&A accordingly.
2.4
Conditionality 

The Proposed Exemption is conditional upon the Proposed Rights Issue but not vice versa. The Proposed Rights Issue and Proposed Exemption are conditional upon the Proposed IASC but not vice versa.
3.
RATIONALE FOR THE PROPOSALS  


The Proposed Rights Issue is undertaken with the following objectives:

(i)
to enable TMI to raise funds for the repayment of up to RM5,150 million of borrowings to achieve a more robust capital structure whilst reducing the interest expense of the TMI Group; and
(ii)
to enable TMI to raise funds through the offering of equity instruments to TMI’s shareholders on a pro-rata basis, which allows all shareholders of TMI to participate in the Proposed Rights Issue. 
In view of the large issue size contemplated, the Undertaking is important in providing support for the Proposed Rights Issue. It is, however, not Khazanah’s intention to carry out a mandatory take-over offer on TMI Shares, which may result in a privatisation of TMI. As such, the Proposed Exemption has been proposed to allow Khazanah to support the Proposed Rights Issue through the Undertaking.
The Proposed IASC is to accommodate the issuance of Rights Shares under the Proposed Rights Issue and to facilitate any other corporate exercise which may be undertaken by TMI in the future. 
4.
EFFECTS OF THE PROPOSALS
The Proposed Exemption and Proposed IASC will not have any effect on TMI’s issued and paid-up share capital, earnings, net assets (“NA”), gearing, dividend and substantial shareholders’ shareholdings in TMI. 

The effects of the Proposed Rights Issue in this Section 4 are purely for illustration purposes only, and are based on the following assumptions (“Assumptions”) and scenarios, where applicable:

Assumptions 

(i)
the issue price of Rights Shares of RM1.00 (being the Minimum Issue Price) and correspondingly, the issuance of 5,250 million Rights Shares; 

(ii)
the repayment of RM5,150 million of TMI’s borrowings (“Borrowings”) through the use of the Intended Gross Proceeds; and
(iii)
the total interest cost savings per annum arising from the repayment of the Borrowings amounts to RM240.5 million (based on the weighted average cost of borrowings at TMI company level as at 31 December 2008 of 4.67%). 
Scenarios

(i)
Minimum Scenario 

Scenario assuming none of the Entitled Shareholders and/or their renouncee(s) (other than Khazanah) subscribe for their respective entitlements under the Proposed Rights Issue or apply for any excess Rights Shares. 

Accordingly, Khazanah will subscribe in full for its entitlement under the Proposed Rights Issue and will further take up 20% of the Rights Shares to be issued based on the Undertaking, while the remaining balance will be fully underwritten by the underwriters to be appointed by TMI. 
(ii)
Maximum Scenario 

Scenario assuming all of the Entitled Shareholders and/or their renouncee(s) subscribe for their respective entitlement only under the Proposed Rights Issue.
4.1
Share capital 

Based on the Assumptions, the proforma effects of the Proposed Rights Issue on TMI’s issued and paid-up share capital as at 10 February 2009 are as follows: 

	
	No. of TMI Shares

million
	RM million

	Existing issued and paid-up share capital as at 10 February 2009
	 3,753.4 
	 3,753.4 

	To be issued pursuant to the Proposed Rights Issue 
	5,250.0
	5,250.0

	Enlarged issued and paid-up share capital 
	9,003.4
	9,003.4


4.2
Earnings per share (“EPS”) 


Based on the Assumptions, the total interest cost savings per annum arising from the repayment of the Borrowings amounts to RM240.5 million. Assuming that the repayment of the Borrowings is undertaken on 31 May 2009, TMI’s consolidated profit after tax and minority interest (“PATAMI”) for the financial year ending 31 December 2009 is expected to increase by RM140.3 million (before taking into consideration any expenses in relation to the Proposed Rights Issue). The proforma effects of the abovementioned interest cost savings on TMI’s consolidated EPS would depend on the number of Rights Shares to be issued.
Purely for illustration purposes, based on the Assumptions and TMI’s audited consolidated financial results for the financial year ended 31 December 2008, TMI’s consolidated EPS would decrease from 13.27 sen (based on outstanding TMI Shares issued as at 31 December 2008) to 8.20 sen (based on TMI’s enlarged share capital comprising 9,003.4 million TMI Shares) after taking into consideration the full year interest cost savings and the issuance of 5,250 million Rights Shares under the Proposed Rights Issue.

4.3 NA and gearing

Based on the Assumptions and TMI’s audited consolidated balance sheet as at 31 December 2008, the proforma effects of the Proposed Rights Issue on TMI’s consolidated NA and gearing are as set out below:  

	
	Audited as at 31 December 2008
	After the Proposed Rights Issue

	
	RM million
	RM million

	Share capital
	3,753.4
	9,003.4

	Share premium
	1,494.9
	1,494.9*1

	Reserves
	5,968.4 
	5,968.4 

	Shareholders funds / NA
	11,216.7 
	16,466.7 

	
	
	

	No. of TMI Shares in issue (million)
	3,753.4
	9,003.4

	NA per share (RM)
	2.99 
	1.83 

	Total borrowings  (RM million)
	20,023.0 
	14,873.0 

	Gearing (times)
	   1.79 
	  0.90 


Note:

*1
The proforma effects above have not taken into consideration any expenses in relation to the Proposed Rights Issue, which may be deducted against the share premium account.

4.4
Substantial shareholders’ shareholdings 

Based on the Assumptions and TMI’s Record of Depositors as at 10 February 2009, the proforma effects of the Proposed Rights Issue on TMI’s substantial shareholders’ shareholding in TMI are as set out below:
Minimum Scenario

	
	-----------------As at 10.02.2009-----------------
	----After the Proposed Rights Issue----

	
	---------Direct--------
	----------Indirect--------
	---------Direct-------
	--------Indirect-------

	
	No. of TMI Shares held
	%
	No. of TMI Shares held
	%
	No. of TMI Shares held
	%
	No. of TMI Shares held
	%

	
	million
	
	million
	
	million
	
	million
	

	Khazanah 
	 1,670.7 
	44.5
	 -   
	 -   
	5,057.6
	56.2
	 -   
	 -   

	EPF
	529.4
	14.1
	48.8*1 
	 1.3 
	529.4
	5.9
	48.8*1 
	0.5 

	Skim Amanah Saham Bumiputera (“SASB”)
	 319.7*2 
	 8.5 
	 -   
	 -   
	 319.7*2 
	 3.6 
	 -   
	 -   


Maximum Scenario

	
	-----------------As at 10.02.2009-----------------
	----After the Proposed Rights Issue----

	
	---------Direct--------
	----------Indirect--------
	---------Direct-------
	--------Indirect-------

	
	No. of TMI Shares held
	%
	No. of TMI Shares held
	%
	No. of TMI Shares held
	%
	No. of TMI Shares held
	%

	
	million
	
	million
	
	million
	
	million
	

	Khazanah 
	 1,670.7 
	44.5
	 -   
	 -   
	4,007.6
	44.5
	 -   
	 -   

	EPF
	529.4
	14.1
	48.8*1 
	 1.3 
	1,270.0
	14.1
	117.0*1 
	 1.3 

	SASB
	 319.7*2 
	 8.5 
	 -   
	 -   
	766.92 
	 8.5 
	 -   
	 -   


Notes:

*1
Deemed interest by virtue of TMI Shares managed by other portfolio managers on behalf of EPF under Section 6A of the Companies Act, 1965.

*2
Held via Amanah Raya Nominees (Tempatan) Sdn Bhd.
4.5
Dividends 

The Proposed Rights Issue is not expected to have any impact on TMI’s dividend policy as determined by the Board. Future dividends to be declared will depend upon a number of factors, including TMI’s level of cash and retained earnings, TMI group’s results, business prospects, capital requirements and surplus, expected financial performance, general financial condition, contractual restrictions and other factors considered relevant by the Board. The Board will also take into consideration that, given its strategy to explore regional growth opportunities, its capital requirement will also include funds required for the expansion of its international operations. It is the policy of the Board in recommending dividends to allow shareholders to participate in its profits, as well as to retain adequate reserves for its future growth. 
Further, as TMI is a holding company, its income, and therefore its ability to pay dividends, is dependent upon the dividends it receives from its investments.  

However, the dividend declared per TMI Share may be correspondingly adjusted as a result of the increase in the number of TMI Shares in issue arising from the Proposed Rights Issue.

5. 
APPROVALS REQUIRED
The Proposals are subject to approvals being obtained from the following:

(i)
the SC for the Proposed Exemption, Proposed Rights Issue and the listing of and quotation for up to 5,250 million Rights Shares on the Main Board of Bursa Malaysia Securities Berhad (“Bursa Securities”);

(ii) Bursa Securities for the listing of and quotation for up to 5,250 million Rights Shares on the Main Board of Bursa Securities; and
(iii) TMI’s shareholders for the Proposals at an extraordinary general meeting (“EGM”) to be convened. 

The applications to the SC and Bursa Securities for the Proposed Rights Issue are expected to be made within 1 month from the date of this announcement.

Khazanah’s application to the SC for the Proposed Exemption is expected to be made within 1 week from the date of this announcement.

6. 
DIRECTORS' AND MAJOR SHAREHOLDERS' INTERESTS 

Save as disclosed below, none of TMI’s Directors and major shareholders and persons connected to them has any interest, direct or indirect, in the Proposals, other than their respective entitlements under the Proposed Rights Issue as TMI’s shareholders (where applicable), which shall also be made available to all other shareholders of TMI.
Khazanah, being a major shareholder of TMI, is deemed interested in the Proposed Exemption and any fee arrangement which may be entered into between TMI and Khazanah under the Additional Support.

TMI’s Directors, Tan Sri Dato’ Azman Hj Mokhtar (who is also the Managing Director of Khazanah), Ismael Fariz Ali and Dr Farid Mohamed Sani (who is the alternate Director for Ismael Fariz Ali) (collectively referred to as the “Interested Directors”), are Khazanah’s representatives on TMI’s Board and accordingly, have abstained and will continue to abstain from deliberating on the Proposed Exemption and any fees to be paid to Khazanah with respect to the Additional Support. 
Khazanah and the Interested Directors will abstain from voting in respect of their direct and/or indirect shareholdings (if any) in TMI on the resolutions pertaining to the Proposed Exemption to be tabled at TMI’s forthcoming EGM and have also undertaken to ensure that persons connected to them will abstain from voting in respect of their direct and/or indirect shareholdings (if any) in TMI on the resolutions pertaining to the Proposed Exemption to be tabled at TMI’s forthcoming EGM.
7. 
DEPARTURE FROM THE GUIDELINES ON THE OFFERING OF EQUITY AND EQUITY-LINKED SECURITIES ISSUED BY THE SC (“SC GUIDELINES”)
The Proposed IASC is not subject to the approval of the SC and does not fall within the ambit of the SC Guidelines. The Board is not aware of any departure from the SC Guidelines in respect of the Proposed Rights Issue and Proposed Exemption.

8.
DIRECTORS' STATEMENT
The Directors of TMI (other than the Interested Directors who have abstained from deliberation in respect of the Proposed Exemption and any fees to be paid to Khazanah with respect to the Additional Support), having considered all aspects, are of the opinion that the Proposals are in the best interest of TMI.  

9.
ADVISERS 

CIMB has been appointed by TMI as the Principal Adviser for the Proposals. CIMB and RHB Investment Bank Berhad have been appointed by TMI as Joint Financial Advisers for the Proposals. 
AmInvestment Bank Berhad has been appointed by TMI as the Independent Adviser for the Proposed Exemption, subject to the approval of the SC. 
These materials are not an offer of securities for sale in or into the United States of America (“U.S.”), Canada or Japan.  The securities may not be offered or sold in the United States or to, or for the account or benefit of, U.S. persons (as such term is defined in Regulation S under the U.S. Securities Act of 1933, as amended) unless they are registered or exempt from registration.  There will be no public offer of securities in the U.S.

