TM INTERNATIONAL BERHAD (“TMI”)







(I)
PROPOSED AMENDMENT TO THE ARTICLES OF ASSOCIATION (“ARTICLES”) OF TMI (“PROPOSED AMENDMENT TO ARTICLES”); AND
(II)
PROPOSED PERFORMANCE-BASED EMPLOYEE SHARE OPTION SCHEME FOR ELIGIBLE EMPLOYEES AND EXECUTIVE DIRECTORS OF THE TMI GROUP OF COMPANIES (“TMI GROUP”) (“PROPOSED OPTION SCHEME”)

1.
INTRODUCTION

On behalf of the Board of Directors of TMI (“Board”), CIMB Investment Bank Berhad (“CIMB”) is pleased to announce that TMI proposes to amend its Articles and to establish a performance-based employee share option scheme for eligible employees and Executive Directors of the TMI Group (collectively referred to as “Eligible Employees”).

2.
DETAILS OF AND RATIONALE FOR THE PROPOSED AMENDMENT TO ARTICLES 

The Proposed Amendment to Articles is in respect of Article 110(i) on Directors’ Borrowing Powers. The Proposed Amendment to Articles is as follows: 

Article 110(i) - Directors’ Borrowing Powers

“The Directors may exercise all the powers of the Company to borrow money and to mortgage or charge any of the Company’s or the subsidiaries’ undertaking, property and any uncalled capital as the case may be, or any part thereof, and to issue debentures, guarantees, indemnities and other securities whether outright or as security for any debt, liability or obligation of the Company or related company subject to such restrictions as may be set out in the Act or the Listing Requirements.”

Under the present Article 110(i), TMI is prohibited from giving any financial assistance (including the issue of debentures, guarantees, indemnities and other securities whether outright or as security for any debt, liability or obligation) to its associated companies. 
The Proposed Amendment to Articles would allow for TMI’s Articles to be consistent with the provisions of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) (“Listing Requirements”), which allows the provision of financial assistance to associated companies, and which will be subject to TMI’s shareholders’ approval at a general meeting only where the provision of such financial assistance exceeds the threshold prescribed under the Listing Requirements.

3.
DETAILS OF THE PROPOSED OPTION SCHEME
3.1
The salient terms and conditions of the Proposed Option Scheme are as follows:

(i) 
Maximum number of ordinary shares of RM1.00 each in TMI (“TMI Shares”) available under the Proposed Option Scheme and maximum allowable allotment
The total number of TMI Shares which may be offered under the Proposed Option Scheme shall not exceed 7% of TMI’s issued and paid-up ordinary share capital at any time during the duration of the Proposed Option Scheme. 
If TMI undertakes a share buy-back exercise or any other corporate proposal resulting in the total number of TMI Shares issued and/or to be issued under the Proposed Option Scheme exceeding 7% of TMI’s issued and paid-up ordinary share capital, all options under the Proposed Option Scheme (“Options”) offered and/or granted prior to the said variation of the issued and paid-up ordinary share capital of TMI shall remain valid and exercisable in accordance with the provisions of the Proposed Option Scheme as if that reduction had not occurred. 
Further, not more than 50% of the TMI Shares made available under the Proposed Option Scheme shall be allocated, in aggregate, to the Eligible Employees who are Executive Directors or are in senior management and above. In addition, not more than 10% of the TMI Shares available under the Proposed Option Scheme will be allocated to any Eligible Employee who, either singly or collectively through persons connected with the Eligible Employee, holds 20% or more of TMI’s issued and paid-up share capital.
(ii) 
Eligibility

Any employee (including Executive Directors) of the TMI Group (other than subsidiaries which are dormant) shall be eligible to participate in the Proposed Option Scheme if the employee, as at the dates of the respective offers of Options (“Offer”):

(a) has attained the age of 18 years; 
(b) is on the payroll of a corporation within the TMI Group and is confirmed in service with respect to employment on a full time basis; 
(c) is employed by a corporation within the TMI Group for a minimum 1 year contract period with respect to employment under a fixed-term contract; 

(d)
fulfills any other criteria as may be set by the Board or the committee to be appointed by the Board to administer the Proposed Option Scheme (“Options Committee”) from time to time at its/their absolute discretion.
Eligibility under the Proposed Option Scheme does not confer on any Eligible Employee any claim, right to participate in, or any other right whatsoever under the Proposed Option Scheme, and an Eligible Employee does not acquire or have any right over, or in connection with, any Option or TMI Share under the Proposed Option Scheme unless an Offer has been made by the Board to that Eligible Employee and that Eligible Employee has accepted the Offer in accordance with the terms of the Offer and the Bye-Laws governing the Proposed Option Scheme. 
(iii)
Option price

The subscription price payable for each TMI Share upon exercise of Options (“Option Price”) shall be the 5-day volume weighted average market price of TMI Shares immediately preceding the dates of the respective Offers and in no event be lower than the nominal value of TMI Shares. 

(iv)
Duration of the Proposed Option Scheme
The Proposed Option Scheme shall be in force for a period of 8 years from the effective date of implementation of the Proposed Option Scheme, being a date of full compliance with the relevant requirements of the Listing Requirements in relation to the Proposed Option Scheme.  

(v)
Ranking of new TMI Shares to be issued under the Proposed Option Scheme
The new TMI Shares to be issued upon the exercise of Options shall, upon allotment and issuance, rank equally in all respects with the existing issued TMI Shares except that they shall not be entitled to any dividend, rights, allotment and/or other distributions in respect of which the entitlement date is before the date of allotment of such new TMI Shares.

3.2
To sustain a high performance culture within the TMI Group, TMI intends to carry out 
the following:

(i)
grant the Options to Eligible Employees only if the TMI Group and Eligible Employees meet certain financial and/or performance targets to be determined by the Board/Options Committee; and

(ii)
Options granted are expected to vest over time and subject to the TMI Group meeting certain financial targets to be determined by the Board/Options Committee. 
3.3
The gross proceeds raised under the Proposed Option Scheme would depend on the Option Price and the number of TMI Shares which are subscribed for by Eligible Employees. TMI intends to use the said proceeds raised for the TMI Group’s general working capital as and when required.
4.
RATIONALE OF THE PROPOSED OPTION SCHEME 
The rationale for the Proposed Option Scheme are as follows: 
(i) to reward and retain high performing Eligible Employees as well as to attract new talents in the future; and
(ii) to sustain a high performance culture and align Eligible Employees’ interest to drive longer term shareholder value enhancement.
5.
EFFECTS OF THE PROPOSED OPTION SCHEME
5.1 
Share Capital
Until the Options are exercised, the Proposed Option Scheme will not have an immediate effect on TMI’s existing issued and paid-up share capital. Assuming 7% of TMI’s issued and paid-up ordinary share capital is made available under the Proposed Option Scheme through the grant of Options and the full exercise of Options, the effects of the Proposed Option Scheme on TMI’s issued and paid-up share capital are as follows:

	
	No. of TMI Shares

million
	RM million

	Existing issued and paid-up share capital as at 31 January 2009
	 3,753.4 
	 3,753.4 

	To be issued pursuant to the full exercise of Options
	262.7
	262.7

	Enlarged issued and paid-up share capital
	4,016.1
	4,016.1


5.2
Earnings
The Proposed Option Scheme is expected to have an impact on TMI’s consolidated earnings in view of the adoption of the Financial Reporting Standard 2 “Share-Based Payment” (“FRS2”). In accordance with FRS2, the cost arising from the grant of Options will be measured by the fair value of the Options on the grant date, thereby reducing TMI’s consolidated earnings. The fair value is dependent on, amongst others, the Option Price, market price of TMI Shares, volatility of the market price of TMI Shares and the tenure of the Option. The charge will be recognised over the vesting period. The fair value of the Options will be considered using a valuation model to be determined by the Board.

5.3 
Net assets (“NA”) and gearing 
Until the Options are exercised, the Proposed Option Scheme will not have an immediate effect on TMI’s consolidated net assets and gearing. Upon issuance of TMI Shares pursuant to the exercise of Options, TMI’s consolidated NA would increase whilst TMI’s consolidated gearing would decrease, of which the extent of the effects would depend on the Option Price and the number of TMI Shares which are subscribed for by Eligible Employees. 
The consolidated NA per TMI Share immediately following the exercise of Options will increase if the Option Price exceeds the NA per TMI Share at the point of exercise of the Options and conversely will decrease if the Option Price is below the NA per TMI Share at the point of exercise of the Options.
5.4 
Substantial shareholders’ shareholdings
Until the Options are exercised, the Proposed Option Scheme will not have an immediate effect on TMI’s substantial shareholders’ shareholdings in TMI. Assuming 7% of TMI’s issued and paid-up ordinary share capital is made available under the Proposed Option Scheme through the grant of Options and the full exercise of Options, the effects of the Proposed Option Scheme on TMI’s substantial shareholders’ shareholdings in TMI are as follows:
	
	------------As at 31 January 2009------------
	---After the full exercise of Options------

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

	Shareholders
	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 Nasional Berhad
	 1,670.7 
	 44.5 
	 -   
	 -   
	 1,670.7 
	41.6
	 -   
	 -   

	Employee Provident Fund Board (“EPF”)
	526.4
	14.0
	47.8*1 
	 1.3 
	526.4
	13.1
	47.8*1 
	 1.2 

	Skim Amanah Saham Bumiputera
	 319.7*2 
	 8.5 
	 -   
	 -   
	 319.7*2 
	8.0
	 -   
	 -   


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.
5.5 
Dividends
The Proposed Option Scheme 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, the TMI Group’s results of operations, business prospects, capital requirements and surplus, general financial condition, contractual restrictions and other factors considered relevant by the Board, including the TMI Group’s expected financial performance. 
6.
APPROVALS REQUIRED


The Proposed Amendment to Articles and the Proposed Option Scheme are subject to the following:

(i) in respect of the Proposed Option Scheme, approval-in-principle of Bursa Securities for the listing of and quotation for the TMI Shares to be issued pursuant to the exercise of Options on the Main Board of Bursa Securities; and
(ii)
approval of TMI’s shareholders at an extraordinary general meeting (“EGM”) to be convened. 

The application to Bursa Securities in relation to item (i) above is expected to be submitted within 3 months from the date of this announcement.
7.
MAJOR SHAREHOLDERS’ AND DIRECTORS’ INTERESTS

Dato’ Sri Jamaludin Ibrahim and Dato’ Yusof Annuar Yaacob (collectively referred to as the “Interested Directors”), being Executive Directors of TMI, may be allocated Options under the Proposed Option Scheme. As such, the Interested Directors have voluntarily abstained and will continue to abstain from deliberating on the Proposed Option Scheme at the relevant Board meetings. 
The Interested Directors will abstain from voting in respect of their direct and/or indirect shareholdings in TMI (if any) on the resolutions pertaining to the Proposed Option Scheme at TMI’s EGM to be convened and have also undertaken to ensure that persons connected to them will abstain from voting in respect of their direct and/or indirect shareholdings in TMI (if any) on the resolutions pertaining to the Proposed Option Scheme to be tabled at TMI’s EGM to be convened.

Save as disclosed above, none of TMI’s Directors and major shareholders and persons connected to them have any direct or indirect interest in the Proposed Amendment to Articles and the Proposed Option Scheme. 
8.
ADVISER
CIMB has been appointed by TMI as the Adviser for the Proposed Option Scheme. 
9.
DIRECTORS’ STATEMENT

The Directors of TMI (other than the Interested Directors who have abstained from deliberation in respect of the Proposed Option Scheme), having considered all aspects, are of the opinion that the Proposed Amendment to Articles and the Proposed Option Scheme are in the best interest of TMI.

This announcement is dated 10 February 2009.
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