
	ANNOUNCEMENT TO BURSA MALAYSIA SECURITIES BERHAD
(embargoed for release after 5.00 p.m. on 8 March 2006)


PAN MALAYSIAN INDUSTRIES BERHAD 

(Company No: 5138-W)


1.
INTRODUCTION

On behalf of the Board of Directors of Pan Malaysian Industries Berhad ("PMI" or "Company"), PM Securities Sdn Bhd ("PM Securities") wishes to announce the following corporate exercises proposed by PMI: -

1.1 Proposed share capital reduction pursuant to Section 64(1) of the Companies Act, 1965 (the "Act") involving the reduction of the par value of each existing ordinary share of PMI in issue from RM0.50 to RM0.05 via the cancellation of RM0.45 of the par value of each existing ordinary share of RM0.50 each ("Proposed Par Value Reduction");

1.2 Proposed reduction of the share premium account of PMI of up to RM224.007 million pursuant to Sections 64(1) and 60(2) of the Act ("Proposed Share Premium Reduction"); 

1.3 Proposed consolidation of two (2) ordinary shares of RM0.05 each in PMI (after the Proposed Par Value Reduction) into one (1) ordinary share of RM0.10 in PMI each resulting in the revision of PMI’s issued and paid-up share capital from 2,479,324,224 ordinary shares of RM0.05 each in PMI amounting to RM123,966,211 (after the Proposed Par Value Reduction) to 1,239,662,112 ordinary shares of RM0.10 each in PMI amounting to RM123,966,211 (“Proposed Share Consolidation”).

(The Proposed Par Value Reduction, Proposed Share Premium Reduction and Proposed Share Consolidation shall collectively be known as the "Proposed Capital Reconstruction").

Further, should the issued and paid-up share capital of the Company be increased prior to the implementation of the Proposed Par Value Reduction, as a result of any exercise of the existing warrants in PMI, the Proposed Par Value Reduction and Proposed Share Consolidation are applicable on the new ordinary shares arising from the said exercise of warrants. However, the amount of share premium to be used for the Proposed Share Premium Reduction would be reduced by RM0.45 for each new ordinary share issued arising from the said exercise of warrants in which case the share premium amount intended for such utilisation shall be reduced accordingly;

1.4
Proposed amendments to the Company’s Memorandum of Association to facilitate the Proposed Capital Reconstruction (“Proposed Amendments”); and

1.5
Proposed renounceable rights issue of up to a maximum of 2,674,683,194 new ordinary shares of RM0.10 each in PMI (“Rights Shares”) (assuming that all of the existing warrants of PMI are exercised prior to the implementation of the Proposed Par Value Reduction) on the basis of three (3) Rights Share for every two (2) existing ordinary shares of RM0.10 each held in PMI (after the Proposed Capital Reconstruction) at an indicative issue price of RM0.10 per Rights Share (“Proposed Rights Issue”).

The Proposed Capital Reconstruction, the Proposed Amendments and the Proposed Rughts Issue are collectively referred to as the “Proposals”.

It is expected that the unaudited accumulated losses of the Company as at 31 December 2005 amounting to approximately RM1,339.703 million would be completely written-off upon completion of the Proposed Capital Reconstruction.

The implementation of Proposed Capital Reconstruction shall be followed by the Proposed Rights Issue. 

2. 
PROPOSED CAPITAL RECONSTRUCTION 

The details of the Proposed Capital Reconstruction are set out below:

2.1 
Proposed Par Value Reduction

The Board of Directors of PMI proposes that the existing issued and paid-up share capital of PMI of RM1,239,662,112 comprising 2,479,324,224 ordinary shares of RM0.50 each as at 28 February 2006, be reduced (pursuant to Section 64 of the Act) to RM123,966,211 comprising 2,479,324,224 ordinary shares of RM0.05 each, by way of cancellation of RM0.45 of the par value of each existing ordinary share of RM0.50 each of PMI in issue. The share capital amount of any new ordinary shares which are issued arising from any exercise of the existing warrants in PMI prior to the implementation of the Proposed Par Value Reduction (“New Share(s) From Warrant Exercise”) shall also be reduced and cancelled accordingly.

A summary of the Proposed Par Value Reduction based on the assumption that none of the existing warrants of PMI are exercised prior to the implementation of the Proposed Par Value Reduction (“No Warrant Exercised Assumption”) is shown in Table 1 below.

Table 1: Summary of the Proposed Par Value Reduction 

	 
	Based on the existing share capital of PMI of RM1,239,662,112 as at 28 February 2006

(“Existing Share Capital”)

	
	No. of PMI Ordinary Shares


	Par Value 

(RM)


	Value

(RM)



	Existing Share Capital
	2,479,324,224
	0.50
	1,239,662,112

	After the Proposed Par Value Reduction 
	2,479,324,224
	0.05
	123,966,211


The cancellation of RM0.45 of the par value for each existing ordinary share of RM0.50 each in PMI would give rise to a credit of approximately RM1,115.696 million which would be utilised to reduce the Company’s unaudited accumulated losses of approximately RM1,339.703 million as at 31 December 2005 (as at 31 March 2005, the audited accumulated losses of the Company amounted to RM1,156.614 million). 

The remainder of this page has been left blank intentionally

A pro-forma summary of the reduction of accumulated losses following the Proposed Par Value Reduction is shown below:

	
	Unaudited 

31 December 2005
	Audited 

31 March 2005

	
	RM’000
	RM’000

	Accumulated losses of PMI
	(1,339,703)
	(1,156,614)

	Less : Credit arising from the Proposed Par Value Reduction on the Existing Share Capital
	1,115,696
	1,115,696

	Balance after the Proposed Par Value Reduction
	(224,007)
	(40,918)


Consequent to the Proposed Par Value Reduction, the nominal value of the Existing Share Capital of the Company would be reduced from RM1,239.662 million comprising 2,479.324 million ordinary shares of RM0.50 each to RM123.966 million comprising 2,479.324 million ordinary shares of RM0.05 each. After the Proposed Par Value Reduction, the Company remains in compliance with the minimum issued and paid-up share capital of RM60 million required under the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for public companies listed on the Main Board of Bursa Securities.

 2.2 
Proposed Share Premium Reduction 

Based on the audited accounts of PMI for the financial year ended 31 March 2005 and the unaudited accounts of PMI for the third quarter ended 31 December 2005, the share premium account of PMI stood at RM265.625 million. The share premium account can be treated as if the share premium were paid-up share capital of the Company for the purpose of share capital reduction pursuant to Section 60(2) of the Act. Accordingly, the Company may, pursuant to Section 64(1)(b) of the Act, reduce its share premium account. 

The Board of Directors of PMI proposes that the share premium account of the Company be reduced by an amount of up to RM224.007 million and that the credit of up to RM224.007 million arising therefrom shall be utilised towards setting-off against the unaudited accumulated losses of the Company as at 31 December 2005. In the event of any new ordinary shares to be issued arising from the exercise of the existing warrants of PMI, the amount of the share premium for the Proposed Share Premium Reduction shall be reduced by RM0.45 for each New Share From Warrant Exercise in which case the share premium amount intended for such utilisation shall be reduced accordingly.
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A pro-forma summary of the reduction of accumulated losses of the Company following the Proposed Par Value Reduction and the Proposed Share Premium Reduction and based on No Warrant Exercise Assumption is shown below:





	
	Unaudited

31 December 2005
	Audited 

31 March 2005

	
	RM’000
	RM’000

	Accumulated losses of PMI
	(1,339,703)
	(1,156,614)

	Add : Credit arising from the Proposed Par Value Reduction on the Existing Share Capital
	1,115,696
	1,115,696

	Balance after the Proposed Par Value Reduction
	(224,007)
	(40,918)

	Add :  
Credit arising from the Proposed Share Premium Reduction
	224,007
	224,007

	Balance after the Proposed Share Premium Reduction
	-
	183,089 


2.3 Proposed Share Consolidation

Consequent to the Proposed Par Value Reduction, the par value of each existing ordinary share of PMI (and also any new ordinary shares arising from the warrants exercise, where applicable) is reduced from RM0.50 to RM0.05. The Proposed Share Consolidation involves the consolidation of two (2) ordinary shares of RM0.05 each in PMI into one (1) ordinary share of RM0.10 each resulting in the revision of the issued and paid-up share capital of PMI from 2,479,324,224 ordinary shares of RM0.05 each in PMI amounting to RM123,966,211 to 1,239,662,112 ordinary shares of RM0.10 each amounting to RM123,966,211 after the Proposed Share Consolidation.

3. THE Proposed AMENDMENTS

The Proposed Amendments are necessary to facilitate the following:

3.1 The change in the par value of the Company’s ordinary shares arising from the Proposed Par Value Reduction; and  

3.2
The adjustment in the authorized share capital of the Company from RM3,000,000,000 comprising 6,000,000,000 ordinary shares of RM0.50 each to RM3,000,000,000 comprising 30,000,000,000 ordinary shares of RM0.10 each consequent to the Proposed Capital Reconstruction.
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4. THE PROPOSED RIGHTS ISSUE

4.1
Details of the Proposed Rights Issue 

The Proposed Rights Issue involves the issuance of up to a maximum of 2,674,683,194 Rights Shares at an indicative issue price of RM0.10 per Rights Share on a renounceable basis of three (3) Rights Shares for every two (2) existing ordinary shares held (after the Proposed Capital Reconstruction and assuming that all of the existing warrants of PMI are exercised prior to the implementation of the Proposed Par Value Reduction) by the entitled shareholders of the Company whose names appear in the Record of Depositors of the Company on an entitlement date to be determined and announced later by the Board.

The maximum of 2,674,683,194 Rights Shares have been arrived at based on the issued and paid-up share capital of PMI of RM178,312,213 comprising 1,783,122,129 ordinary shares after taking into consideration the effects of the Proposed Capital Reconstruction and assuming all the existing warrants of PMI previously granted are exercised into new ordinary shares prior to the implementation of the Proposed Par Value Reduction ("Scenario B").

Assuming that none of the existing warrants of PMI are exercised into new ordinary shares prior to the implementation of the Proposed Par Value Reduction, up to 1,859,493,168 Rights Shares only would be issued ("Scenario A").

Any fractional entitlement under the Proposed Rights Issue will be disregarded and shall be dealt with in such manner as the Board shall in their absolute discretion think expedient in the interest of the Company.

The Proposed Rights Issue is to be undertaken based on a minimum level of subscription (“Minimum Level of Subscription”) to facilitate the implementation of the Proposed Rights Issue and is expected to be equivalent to the number of Rights Shares for which undertakings shall be sought from certain major shareholders of PMI, namely Cherubim Investment (HK) Limited (“Cherubim”), Norcross Limited (“Norcross”), Soo Lay Holdings Sdn. Bhd. (“Soo Lay Holdings”) and Pan Malaysia Corporation Berhad (“PMC”) via its subsidiaries (the “PMC Group”) (collectively, the “Relevant Parties”) for the subscription of their respective entitlement of the Rights Shares under the Proposed Rights Issue (“Entitlement Undertaking(s)”). The exact Minimum Level of Subscription shall only be fixed at a later date upon receiving the relevant undertakings from the aforementioned major shareholders of the Company.

4.2
Basis for Determining the Rights Issue Price

The proposed issue price of RM0.10 per Rights Share is indicative at this stage and is based on the minimum issue price being the par value of RM0.10 each after the Proposed Capital Reconstruction.

The final issue price of the Rights Share shall be determined by the Board at a later date, after obtaining the approval of the Securities Commission (“SC”) for the Proposed Capital Reconstruction and the Proposed Rights Issue, based on the theoretical ex-all price of PMI ordinary shares after the Proposals.

Based on the 5-day weighted average market price of PMI as at 7 March 2006 of RM0.053, the theoretical ex-all price taking into account the effects of the Proposed Capital Reconstruction and the Proposed Rights Issue is RM0.10.

4.3
Ranking of the Rights Shares

The Rights Shares shall, upon allotment, issuance and full payment, rank pari passu in all respects with the then existing ordinary shares of the Company except that they shall not be entitled to any dividends, rights, allotments and/or other distributions, the entitlement date of which is before the allotment date of the Rights Shares.

4.4
Utilisation of Proceeds from the Proposed Rights Issue

Assuming none of the existing warrants of PMI are exercised under Scenario A and assuming all the existing warrants of PMI are fully exercised under Scenario B, the Proposed Rights Issue is expected to raise gross proceeds of up to a minimum of RM121.336 million assuming minimum level of subscription under Scenario A and up to a maximum of RM267.469 million assuming maximum level of subscription under Scenario B respectively based on the indicative issue price of RM0.10 per Rights Share, and it is proposed to be utilised for the following:

 (a) Maximum level of subscription:

	
	
	Expected time frame for utilisation of proceeds from date of listing of Rights Shares

	
	Amount
	

	Proposed Utilisation
	Scenario A

RM’000
	Scenario B

RM’000
	

	
	
	

	Repayment of bank borrowings of the Group
	134,950
	121,215 *  
	within  3 months

	Defraying estimated expenses relating to the Proposals
	1,000
	1,000
	within 3 months

	Working capital of the Group
	50,000
	145,254  
	within 18 months

	
	185,950(1)
	267,469(2)
	

	
	
	


(b) Minimum level of subscription:

	
	
	Expected time frame for utilisation of proceeds from date of listing of Rights Shares

	
	Amount
	

	Proposed Utilisation
	Scenario A

RM’000


	Scenario B

RM’000


	

	
	
	

	Repayment of bank borrowings of the Group
	70,336  
	109,620
	within  3 months

	Defraying estimated expenses relating to the Proposals
	1,000
	1,000
	within 3 months

	Working capital of the Group
	50,000  
	 50,000 
	within 18 months

	
	121,336 (3)
	160,620 (4)
	


Notes:

*
This represents the remaining balance of bank borrowings of the PMI Group as at 31 December 2005 on the assumption that the proceeds of RM565.198 million arising from the assumed exercise of all the existing warrants of PMI prior to the implementation of the Proposed Par Value Reduction are utilised to repay borrowings.

(1) Full subscription of 1,859.49 million Rights Shares at an indicative issue price of RM0.10 per Rights Share.

(2) Full subscription of 2,674.68 million Rights Shares at an indicative issue price of RM0.10 per Rights Share assuming all existing warrants of PMI are exercised prior to the Proposed Par Value Reduction.

(3) Subscription of 1,213.36 million Rights Shares at an indicative issue price of RM0.10 per Rights Share pursuant to the Entitlement Subscription by the Relevant Parties.

(4) Subscription of 1,606.20 million Rights Shares at an indicative issue price of RM0.10 per Rights Share pursuant to the Entitlement Subscription by the Relevant Parties assuming all existing warrants of PMI are exercised prior to the Proposed Par Value Reduction.

Any difference on the final proceeds raised depending on the final issue price for the Right Shares and the number of Rights Shares subscribed, and the number of existing warrants of PMI exercised shall be adjusted against the repayment of banks borrowings of the PMI Group.

4.5
Minimum Level of Subscription and Major Shareholders' Undertakings

In view of the proposed undertakings to be sought from the Relevant Parties to subscribe for their respective Rights entitlement as mentioned in 4.1 above, it is expected that the shareholdings of the Relevant Parties would exceed 33% and this would give rise  to the mandatory take-over obligation to acquire the remaining PMI shares not already owned by them after the Proposed Rights Issue pursuant to the requirements of Part II of the Malaysian Code on Take-overs and Mergers, 1998 (“Code”) based on the Minimum Level of Subscription in the event that the Rights Shares are not fully subscribed.

In such an event, an application by the Relevant Parties, if required, will be made to the SC for an exemption from the abovementioned take-over obligation under the Code (“Proposed Exemption”).

Cherubim, Norcross and Soo Lay Holdings collectively, and the PMC Group as at 28 February 2006 hold 32.35% and 32.90% equity interests in the Company respectively. The Company intends to seek from these major shareholders their undertakings to subscribe for and/or procure the subscription of their entitlement of Rights Shares (“Entitlement Subscription”).

5. RATIONALE FOR THE PROPOSALS

5.1
The Proposed Par Value Reduction and Proposed Share Premium Reduction

As at 31 December 2005, the unaudited net assets ("NA") of the PMI Group stood at RM7.502 million, representing NA of RM0.003 per ordinary share of RM0.50 each in PMI and the total unaudited accumulated losses of the Company and PMI Group stood at RM1,339.703 million and RM1,583.541 million respectively. The existing ordinary shares of RM0.50 each in PMI have been trading on the stock exchange substantially below its par value since 11 August 2000. The last traded price of PMI ordinary shares on 7 March 2006 was RM0.045 per share.

As at 31 March 2005, the audited net assets ("NA") of the PMI Group stood at RM193.308 million, representing NA of RM0.08 per ordinary share of RM0.50 each in PMI and the total accumulated losses of the Company and PMI Group stood at RM1,156. 614 million and RM1,420.409 million respectively. 

The Proposed Par Value Reduction and Proposed Share Premium Reduction would allow the unaudited accumulated losses of the Company as at 31 December 2005 to be completely written off and facilitate the Company to undertake fund raising exercises and also the declaration of dividends by the Company when the Company returns to profitability in future. The reduced share capital would also better reflect the present financial position of the Company and the PMI Group.

5.2
The Proposed Share Consolidation 

The Proposed Share Consolidation would increase the par value of each ordinary share in PMI from RM0.05 after the Proposed Par Value Reduction to RM0.10. This will meet the requirements of Bursa Securities that the par value of shares of listed issuer to be not less than RM0.10 each. The Proposed Share Consolidation would reduce by half the number of ordinary shares in issue from the existing 2,479.324 million to 1,239.662 million. The number of New Share(s) from Warrant Exercise would also be reduced by half accordingly.

5.3
The Proposed Amendments

The Proposed Amendments are intended to facilitate the change in the par value of the Company’s ordinary shares and the increase in the number of authorized shares of the Company arising from the Proposed Capital Reconstruction.

5.4
Proposed Rights Issue

PM Securities had, also on 8 March 2006, announced on behalf of PMI that the Company is an Affected Listed Issuer pursuant to Practice Note No.17/2005 (“PN17”) of Listing Requirements of Bursa Securities as the Company has a deficit in its unaudited adjusted shareholders’ equity on a consolidated basis of RM17.547 million as at 31 December 2005, computed on the basis stated in PN17. The said deficit in the Company’s unaudited shareholders’ equity on a consolidated basis was mainly due to the net loss of the PMI Group of RM163.132 million for the unaudited nine month financial period ended 31 December 2005 attributable mainly to the sharing of losses of associated companies which comprised substantially of impairment losses.

The Proposed Rights Issue will fundamentally re-capitalise the Company. Based on the minimum level of subscription under Scenario A of RM121.336 million, the Proposed Rights Issue will enable the Company not only to write-off completely the deficit in its unaudited adjusted shareholders’ equity on a consolidated basis of RM17.547 million as at 31 December 2005 but will also result in, on a proforma basis based on the PMI Group’s unaudited balance sheet as at 31 December 2005, a surplus in its shareholders’ equity on a consolidated basis of RM102.789 million after defraying RM1.0 million estimated expenses relating to the Proposals. When the Company no longer has a deficit in its adjusted shareholders’ equity on a consolidated basis, the Company will cease to be an Affected Listed Issuer under PN17. Further, it will enable the Company to raise funds for repayment of borrowings and working capital purposes of the PMI Group and to defray the expenses relating to the Proposals. The proposed repayment of the borrowings of the Group is expected to result in future interest savings.

To support and to ensure the successful implementation of the Proposed Rights Issue, which, amongst others, would ensure that the Company complies with the Listing Requirements of Bursa Securities as mentioned above, the Company shall seek the consent of the Relevant Parties, being the major shareholders of PMI, to provide their Entitlement Undertakings pursuant to the Proposed Rights Issue. 

In the event that the Relevant Parties subscribe for their respective entitlement of the Rights Shares and assuming that not all the shareholders take up their entitlements, the shareholdings of the Relevant Parties in the Company shall exceed 33% upon their Entitlement Subscriptions. Arising therefrom, and pursuant to Part II of the Code, the Relevant Parties will be obliged to undertake a mandatory offer for all the remaining ordinary shares in PMI not already held by them upon completion of the Proposed Rights Issue. 

The Proposed Exemption, as stated in Section 4.5 above, will relieve the Relevant Parties from the abovementioned obligation under the Code thereby facilitating and ensuring the success of the Proposed Rights Issue without having to incur any underwriting commission by the Company, based on the Entitlement Undertaking(s) on a Minimum Level of Subscription to be given by them.

The Entitlement Undertakings to be sought from the Relevant Parties are subject to the SC granting their consent to the Relevant Parties for the Proposed Exemption

6.
FINANCIAL EFFECTS
The financial effects of the Proposals on PMI’s share capital, net assets (“NA”), gearing, earnings, dividends and the shareholdings of the major shareholders are set out in Appendix I.

7. 
WARRANTS
Consequent to the Proposed Capital Reconstruction and Proposed Rights Issue, the existing warrants of PMI which are not exercised prior to the implementation of the Proposed Par Value Reduction shall be adjusted in accordance with the provisions of the Deed Poll dated 20 June 2000, the Supplemental Deed Poll dated 3 June 2003 and the Second Supplemental Deed Poll dated 10 May 2005 constituting the warrants of PMI and any modifications thereof. 

8.
APPROVALS REQUIRED AND INTER-CONDITIONALITY 

The Proposals are conditional upon approvals being obtained from the following authorities/parties: 

8.1
the shareholders of PMI for the Proposals at an extraordinary general meeting to be convened by the Company; 

8.2 
the sanction of the High Court of Malaya for the Proposed Par Value Reduction and the Proposed Share Premium Reduction; 

8.3
the SC for the Proposed Share Consolidation and the Proposed Rights Issue; 

8.4
Bursa Securities for the listing of and quotation for the Rights Shares and new warrants to be issued pursuant to adjustments in accordance with the Deed Poll dated 20 June 2000, the Supplemental Deed Poll dated 3 June 2003 and the Second Supplemental Deed Poll dated 10 May 2005 constituting the warrants of PMI, and the new ordinary shares of RM0.10 each arising from the Proposed Capital Reconstruction; and

8.5
any other relevant authorities/parties.

As stated in section 4.5 of this announcement, the Relevant Parties shall respectively seek the approval of the SC for the Proposed Exemption, if required.

The Proposed Par Value Reduction, Proposed Share Premium Reduction, Proposed Share Consolidation, Proposed Amendments, Proposed Rights Issue and the Proposed Exemption are inter-conditional upon one another.

9.
DIRECTORS’ & MAJOR SHAREHOLDERS’ INTERESTS

None of the Directors or major shareholders of PMI and persons connected to them are deemed to have any interest, direct or indirect, in the Proposals apart from that which are also available to the other shareholders of the Company.

10. OUTSTANDING PROPOSALS

As at the date of the Proposals, there are no other proposals requiring the SC’s approval which have been announced to Bursa Securities but are pending implementation.

11. ADVISER

PM Securities has been appointed by the Company as the Adviser for the Proposals.

12. SUBMISSION TO THE RELEVANT AUTHORITIES

Applications to the relevant authorities in relation to the Proposals shall be made within four (4) months from the date of this announcement.

13. DIRECTORS’ STATEMENT

After careful deliberation, the Board of Directors of PMI is of the opinion that the Proposals are in the best interest of the Company as the Proposals will facilitate the Company and the Group to regularize and strengthen their financial condition. The Company will cease to be an Affected Listed Issuer under PN17 when the deficit in its adjusted shareholders’ equity on a consolidated basis has been eliminated. 

The proceeds arising from the Proposed Rights Issue is intended to be utilized substantially to repay existing borrowings which will further reduce the gearing of the Company and the Group.

The Proposals shall enhance the NA per share of the Company upon completion.

This announcement is dated 8 March 2006.
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