Announced by Public Merchant Bank Berhad

For Denko Industrial Corporation Berhad

1.
DETAILS OF THE PROPOSALS
1.1
Proposed Capital Reconstruction
The Proposed Capital Reconstruction entails the following:

(i) a reduction of Denko's existing issued and paid-up share capital of RM43,855,815 comprising 43,855,815 ordinary shares of RM1.00 each to RM10,963,954 comprising 43,855,815 ordinary shares of RM0.25 each to be effected by the cancellation of RM0.75 of the par value of each ordinary share;

(ii) a consolidation of the resultant 43,855,815 ordinary shares of RM0.25 each into 10,963,954 new ordinary shares of RM1.00 each on the basis of four (4) ordinary shares of RM0.25 each into one (1) new ordinary share of RM1.00 each;

(iii) part cancellation of RM44,000,000 from the share premium account of Denko which stood at RM47,136,152 as at 31 March 2001, pursuant to Section 64(1)(b) of the Companies Act, 1965.

The total credit of RM76,891,861 arising therefrom shall be utilised to set off against the audited accumulated losses of Denko of RM87,180,535 as at 31 March 2001.
1.2
Proposed Acquisitions
1.2.1
Particulars

On 4 June 2002, the Board of Denko has entered into several conditional Sale and Purchase Agreements (“SPAs”) together with the various supplemental agreements which were subsequently entered into on
5 June 2002 with the parties set out below to acquire the entire equity interests of the Acquiree Companies (as defined herein): 

(i) Yong Boon Cheong and Liew Young Choong for the proposed acquisition of the entire issued and paid-up share capital of Winsheng Plastic Industries Sdn Bhd (“Winsheng”) comprising 1,537,632 ordinary shares of RM1.00 each for a purchase consideration of RM31,875,000 to be satisfied by the issuance of 31,875,000 new Denko Shares at an issue price of RM1.00 per share to be credited as fully paid; 

(i) (ii)
Ng Swee Yong and Ng Choy Wan for the proposed acquisition of the entire issued and paid-up share capital of Aliran Mujarab Sdn Bhd (“AMSB”) comprising 1,000,000 ordinary shares of RM1.00 each for a purchase consideration of RM14,250,000 to be satisfied by the issuance of 14,250,000 new Denko Shares at an issue price of RM1.00 per share to be credited as fully paid;
(iii)
Chan Kok Hui, Chung Hun Siang and Teh Teik Eng for the proposed acquisition of the entire issued and paid-up share capital of Yame Food & Confectionery Sdn Bhd (“Yame”) comprising 992,000 ordinary shares of RM1.00 each for a purchase consideration of RM13,200,000 to be satisfied by the issuance of 13,200,000 new Denko Shares at an issue price of RM1.00 per share to be credited as fully paid;
(iv) Ng Siak Keng, Fang Hang Teik, Chong Hut Hoo, Teoh Kim Lee and Teh Sai Kim for the proposed acquisition of the entire issued and paid-up share capital of Lean Teik Soon Sdn Bhd (“LTSSB”) comprising 434,000 ordinary shares of RM1.00 each for a purchase consideration of RM13,880,000 to be satisfied by the issuance of 13,880,000 new Denko Shares at an issue price of RM1.00 per share to be credited as fully paid; and
(v) Ng Siak Keng, Fang Hang Teik and Chong Hut Hoo for the proposed acquisition of the entire issued and paid-up share capital of Eromax Industries Sdn Bhd (“Eromax”) comprising 200,000 ordinary shares of RM1.00 each for a total purchase consideration of RM2,800,000 to be satisfied by the issuance of 2,800,000 new Denko Shares at an issue price of RM1.00 per share to be credited as fully paid.
(Winsheng, AMSB, Yame, LTSSB and Eromax will hereinafter collectively to be referred as the “Acquiree Companies”)

(vi) 
1.2.2 Basis of the Purchase Consideration

Save for the proposed acquisition of Eromax, the total purchase consideration of RM73,205,000 for the Proposed Acquisitions was arrived at on a willing buyer-willing seller basis, after taking into consideration the earnings potential of Winsheng, AMSB, Yame and LTSSB.
The purchase consideration for Eromax of RM2,800,000 was arrived at on a willing buyer-willing seller basis, after taking into account the adjusted net tangible assets (“NTA”) of Eromax as at 31 December 2001 after taking into consideration the indicative market valuation of RM2.8 million as appraised by Messrs Colliers, Jordan, Lee & Jaafar (PG) Sdn. Bhd., a firm of independent valuers, on 30 May 2002.



1.2.3 Basis of Determining the Issue Price

The issue price of RM1.00 per share in Denko for the Proposed Acquisitions was arrived at after taking into account the par value of Denko’s Share, and the five (5) days weighted average price of Denko Shares to 4 June 2002, being the latest practicable date prior to this announcement of 17.6 sen and after taking into consideration the Proposed Capital Reconstruction.
1.2.4 Salient terms and conditions

The salient terms and conditions in the SPAs dated 4 June 2002 and supplemental SPAs dated 5 June 2002 pursuant to the Proposed Acquisitions of the Acquiree Companies inter-alia are as follows:-

(i) The shares of the Acquiree Companies shall be acquired free from all claims, charges, liens, encumbrances, equities and all other encumbrances whatsoever and with all rights attached thereto as at the date of the SPAs at the purchase price subject to the terms and conditions contained in the SPAs. In addition, in respect of the proposed acquisition of Eromax, the Company shall be acquired free of liabilities and borrowings and none of the assets of the Company is encumbered in any manner whatsoever at the completion date;

(ii) Denko shall take the necessary steps to submit an application to the relevant authorities within 3 months from the date of the SPAs or such extended time as either party may mutually agree;

(iii) Either party to the SPAs shall have the option of rejecting any conditions imposed by the relevant authorities, within 14 days from the date on which the condition is made known to either party or until the day falling 6 months from the date of the SPAs, whichever is the earlier (hereinafter referred to as “the Option Period”), by notice in writing to the other party. Such rejection shall be treated as if the approvals have not been obtained from the relevant authorities.  If the option is not exercised within the Option Period, the approval in respect of the condition is imposed shall be deemed to have been obtained.

(iv) In the event the purchase consideration is adjusted by the Securities Commission (“SC”):

(a) if the adjustment to the purchase price is 10% or less, the parties to the SPAs shall accept such adjustment and the approval of the SC is deemed to have been accepted; or

(b) if the adjustment to the purchase price is above 10%, then either party to the SPAs shall have the right to elect to terminate the SPAs as if no approval from the SC has been given.

(v) The respective vendors of Yame, LTSSB and Winsheng shall jointly and severally provide profit guarantee to Denko (“Guaranteed Profits”) as follows:

	Vendors
	Guaranteed Profit After Taxation and Extraordinary Items 

for financial year ending 31 December 
	Quantum of shortfall guaranteed

	
	2002
	2003
	2004
	

	
	RM
	RM
	RM
	%

	Yame
	1,992,938
	2,358,395
	2,749,610
	100

	LTSSB
	1,237,500
	1,516,000
	1,849,000
	100

	Winsheng
	6,000,000
	6,500,000
	-
	80

	Total
	9,230,438
	10,374,395
	4,598,610
	


(vi)
If there is any shortfall in the Guaranteed Profits by reason of the operation of the Company being affected by war, declared, riots, civil commotions, declarations of emergency, acts of God and natural calamities or other causes beyond the control of the vendors of such a prolonged period which would adversely affect the performance of the particular industry of the Acquiree Companies, the vendors shall as soon as each of the becomes aware of such a situation give notice to Denko of the same and may request for a moratorium of the Guaranteed Profits for such period as Denko deems reasonable.

(vii) The SPAs are also conditional upon the receipt of inter-alia, the  approvals of the relevant authorities and parties set out in Section 7 of this announcement.

(viii) The vendors jointly and severally warrant that the net tangible assets of AMSB and Yame at the balance sheet dates as at
31 October 2001 and 31 December 2001 respectively, shall not be less than the following amounts:-

	Acquiree Companies.
	Warranted NTA

	AMSB
	RM8,600,000

	Yame
	RM2,000,000


If the above Warranted NTA is less than the amounts indicated above, the purchase price shall be varied by mutual agreement of the parties failing which the SPAs shall lapse and be of no further force and effect and neither parties shall have any claims against each other.

(ix)
The vendors undertake that they will not, without the consent in writing of Denko for three (3) years from the date of the SPAs, either directly or indirectly, be concerned with the business of similar, or substantially similar to the type and nature of business of the Acquiree Companies.

1.2.5 Information on Winsheng

Winsheng is a private limited company incorporated in Malaysia in 1993 under the Companies Act, 1965, and has an issued and paid-up share capital of RM1,537,632 comprising 1,537,632 ordinary shares of RM1.00 each.

Winsheng has an associated company, PT. Cheong Huat Plastic Incorporated (hereinafter to be referred as "PTC") located in the Republic of Indonesia.

As to date, Winsheng does not have any subsidiary company.

Winsheng commenced its operation in 1994, in the manufacturing of precision plastic moulded products such as camera, telecommunication accessories, car audio, home video, video and computer parts. In 1995, Winsheng Engineering Plastic Industry Sdn Bhd (hereinafter to be referred as "WEP") was established to cater for the moulding of engineering parts and secondary process. In 1997, Winsheng and WEP merged its operations under one roof.

In 1999, Winsheng achieved ISO9002 certification. In addition, it has also attained the product certification from Underwriters Laboratories Inc. (Underwriters Laboratories Inc. is a authorised party by the United States of America to provide the services of verify, investigation and to ensure the products meet the standard requirement of Underwriters Laboratories Inc.).

The vendors of Winsheng and their shareholdings structure are as follows:

	Name
	As at 17 May 2002

	
	No. of shares held
	%

	Yong Boon Cheong
	1,383,869
	90.0

	Liew Young Choong
	153,763
	10.0


The cost of investment for the vendors in Winsheng is RM1,537,631.

1.2.6 Information on AMSB

AMSB was incorporated in Malaysia in November 1993 under the Companies Act, 1965, as a private limited company, and has an issued and fully paid-up share capital of RM1,000,000 comprising 1,000,000 ordinary shares of RM1.00 each. 
AMSB does not have any subsidiary or associate company.

AMSB commenced operations in 1994, and moved from the production of plastic injection moulding to the production and assembly of high precision plastic products such as plastic casing for telecommunication products, internet protocol phones and handsets, digital cameras, printers, scanners and remote controls. AMSB is shifting its concentration from lower end to the higher end products, using engineering plastics and dimension precision parts, which have a higher profit margin. This is also inline with today's market trend and demands.

AMSB obtained its ISO9002 certification in 1999.

The vendors of AMSB and their shareholdings structure are as follows:

	Name
	As at 17 May 2002

	
	No. of shares held
	%

	Ng Swee Yong
	700,000
	70.0

	Ng Choy Wan
	300,000
	30.0


The cost and date of investment of the vendors in AMSB are RM1,000,000 and 9 May 1995 respectively.

1.2.7 Information on Yame

Yame was incorporated in Malaysia in 1992 as a private limited company under the Companies Act 1965, and has an issued and paid-up share capital of RM992,000 comprising 992,000 ordinary shares of RM1.00 each. 
As to date, Yame does not have any subsidiary or associated company.

Yame started its operations in 1992 in the business of manufacturing and marketing of fruit flavoured jelly & pudding and confectionery products. The range of candy manufactured by Yame are candies in assorted flavors, mixed fruit pudding, fruits flavored jelly, Nata De Coco in jelly, Butter Scotch Candy, Cola Candy, Mix Fruit Candy, Coconut Candy, Milky Candy, Butter Mint Candy and Corn Milk Candy.

Yame targets both the local and export markets. About 75% of its products are exported.

The vendors of Yame and their shareholdings structure are as follows:

	Name
	As at 17 May 2002

	
	No. of shares held
	%

	Chan Kok Hui
	330,667
	33.34

	Chung Hun Siang
	330,666
	33.33

	Teh Teik Eng
	330,666
	33.33


The cost and date of investment of the vendors in Yame are approximately RM992,000 and 1 August 2000 respectively.

1.2.8 Information on LTSSB

LTSSB was incorporated in Malaysia in 1987 as a private limited company under the Companies Act, 1965, and has an issued and paid-up share capital of RM434,000 comprising 434,000 ordinary shares of RM1.00 each.

LTSSB main business is in the trading and distribution of consumer food items. The company commenced its operations in 1987 by renting a warehouse in Bukit Mertajam to supply confectionery items to retailers. In 1990, the company expanded to three warehouses, and in 1993, LTSSB acquired a one-acre land in the Bukit Minyak Industrial Zone to build its warehouse, which was then completed in 1994.

In 1999, the company started to market its own brand under the brand HOMAX, TRIPLE AAA, EROMAX and LTS. Today, approximately 30% of LTSSB’s revenue are derived from sales of its own branded items

The company currently distributes its products mainly to supermarket, wholesalers and some selected retailers in North Malaysia (Penang, Perlis, Kedah, Kelantan, and North Perak).

The vendors of LTSSB and their shareholdings structure are as follows:

	Name
	As at 17 May 2002

	
	No. of shares held
	%

	Ng Siak Keng
	124,667
	28.7

	Fang Hang Teik
	144,666
	33.4

	Chong Hut Hoo
	124,667
	28.7

	Teoh Kim Lee
	20,000
	4.6

	Teh Sai Kim
	20,000
	4.6


The cost and date of investment of the vendors in LTSSB are RM434,000 and 15 December 1999 respectively.
1.2.9 Information on Eromax

Eromax was incorporated in Malaysia as a private limited company under the Companies Act, 1965 and has an issued and fully paid-up share capital of RM200,000 comprising 200,000 ordinary shares of RM1.00 each.

Euromax is principally a property holding company, holding a piece of property that currently houses the operations of LTSSB. The said property is a plot of leasehold industrial land measuring approximately 1.0 acre held under P.T.3040 (Plot No.P112B), Mukim 11, District of Seberang Perai Tengah, Penang, comprising a double-storey office with a single-storey factory and warehouse. The property has tenure of 60 years expiring on 6 October 2054.

The vendors of Eromax and their shareholdings structure are as follows:

	Name
	Direct Interest as at 17 May 2002

	
	No. of shares held
	%

	Ng Siak Keng
	66,667
	33.335

	Fang Hang Teik
	66,667
	33.335

	Chong Hut Hoo
	66,666
	33.330


The cost and date of investment of the vendors in Eromax is approximately RM700,000 and 27 August 1996 respectively.
Key financial information of the Acquiree Companies for the past five (5) financial years is disclosed in Tables 1 to 5.
1.2.10 







1.3
Proposed Debt Restructuring

The Proposed Debt Restructuring involves the restructuring of the bank borrowings and/or hire purchase liabilities of Denko and the respective subsidiary companies of Denko which have defaulted or which will potentially default on their bank borrowings and/or hire purchase liabilities, for which Denko has provided its corporate guarantee ("the Affected Subsidiaries").

(Denko and the Affected Subsidiaries will hereinafter collectively be known as "the Scheme Companies ". The Affected Subsidiaries are namely Trimate Industries Sdn Bhd and Skiva Holdings Sdn Bhd (“Skiva Holdings”).
The Proposed Debt Restructuring encompasses, inter-alia, the conversion of debts owing to the lenders and hire purchase creditors of the Scheme Companies (“Scheme Lenders") as at the cut-off date on 31 December 2001, (“Cut-Off Date”) into debt and equity-linked securities, details of which are set out in the ensuing sections.

The approvals in-principle for the Proposed Debt Restructuring have been obtained from the Scheme Lenders.
1.3.1 Proposed RCSLS Issue

Pursuant to the Proposed Debt Restructuring, the Company proposes to issue up to RM5,443,033 nominal amount of 5-year 5% RCSLS at 100% of the nominal value together with the issue of up to 1,088,607 free detachable warrants on the basis of one (1) free warrant for every RM5.00 nominal value of debt converted into RCSLS.

The warrants will be detachable from the RCSLS immediately upon issue, and will be separately traded on the KLSE. The warrants shall have a tenure of five (5) years and will entitle the registered holder during its tenure to subscribe for one (1) new Denko Share at the exercise price that is proposed to be fixed at RM1.00 per share, subject to the approval of the SC.

The principal terms of the RCSLS are disclosed in Table 6.
1.3.2 Proposed ICPS Issue

Pursuant to the Proposed Debt Restructuring, the Company proposes to issue up to 20,480,206 2-year 5% cumulative ICPS of RM1.00 each at an issue price of RM1.00 per ICPS to the Scheme Lenders, together with the issue of up to 4,096,041 free detachable warrants on the basis of one (1) free warrant for every RM5.00 nominal value of debt converted into ICPS.

The warrants will be detachable from the ICPS immediately upon issue, and will be separately traded on the KLSE. The warrants shall have a tenure of five (5) years and will entitle the registered holder during its tenure to subscribe for one (1) new Denko Share at the exercise price proposed to be fixed at RM 1.00 per share, subject to the approval of the SC.

The principal terms of the ICPS are disclosed in Table 7.

1.3.3
Proposed ICULS Issue
Pursuant to the Proposed Debt Restructuring, the Company proposes to issue up to RM8,777,231 nominal amount of 3-year zero coupon ICULS at 100% of its nominal value to the Scheme Lenders, together with the issue of up to 1,755,446 free detachable warrants on the basis of one (1) free warrant for every RM5.00 nominal value of debt converted into ICULS.

The warrants will be detachable from the ICULS immediately upon issue, and will be separately traded on the KLSE. The warrants shall have a tenure of five (5) years and will entitle the registered holder during its tenure to subscribe for one (1) new Denko Share at the exercise price proposed to be fixed at RM 1.00 per share, subject to the approval of the SC.
The principal terms of the ICULS are disclosed in Table 8.
The principal terms of the warrants are set out in Table 9.
1.3.4
Proposed Settlement of Debts

The proposed issue of RCSLS, ICPS and ICULS will be utilised to settle the bank borrowings and hire purchase liabilities of the Scheme Companies. In all instances, all charges, interest accrued and penalty charges, if any, arising after the Cut-Off Date shall be completely waived. Furthermore, the total outstanding debt in each class of Scheme Lenders as described below, will be converted on a "Ringgit-for-Ringgit" basis into RCSLS, ICPS and ICULS, in the following manner:-

(i) Proposed Settlement to Secured Lenders

These are in respect of financial institutions that have extended credit facilities to Denko that are secured by assets ("Secured Lenders"). The total debt outstanding as at the Cut-Off Date is RM5,443,033, which will be settled via the issue of up to RM5,443,033 nominal value of RCSLS and up to 1,088,607 free detachable Warrants.

The above-proposed settlement shall be for the full and final settlement of the total outstanding debt.

(ii) Proposed Settlement to Unsecured Lenders

These are in respect of financial institutions that have extended credit facilities to Denko that are not secured by any asset ("Unsecured Lenders"). The total debt outstanding as at the Cut-Off Date is RM9,706,481 which will be settled in the following manner:

(a)
70% of the unsecured liabilities amounting to RM6,794,537 will be converted on a “Ringgit-for-Ringgit” basis into ICPS totalling RM6,794,537; and

(b)
the balance 30% of the unsecured liabilities amounting to RM2,911,944 will be converted on a “Ringgit-for-Ringgit” basis into ICULS totalling RM2,911,944.


The total unsecured liabilities converted into ICPS and ICULS will be accompanied by free detachable warrants on the basis of one (1) free warrant for every RM5.00 nominal amount of debts converted into ICPS and ICULS. 

The above-proposed settlement shall be for the full and final settlement of the total outstanding debts.
(iii) Proposed Settlement to Corporate Guarantee Secured Lenders

These are in respect of financial institutions that have extended credit facilities to Trimate, that are secured by assets and which have been provided with a corporate guarantee of Denko, ("Corporate Guarantee Secured Lenders"). The total debt outstanding, after set-off by the assets held as collateral at a valuation agreed at the forced sale value of the said assets, as at the Cut-Off Date, amounts to RM16,242,000 which will be settled in the following manner:

(a)
70% of the unsecured liabilities amounting to RM11,369,400 will be converted on a “Ringgit-for-Ringgit” basis into ICPS totalling RM11,369,400; and

(b)
the balance 30% of the unsecured liabilities amounting to RM4,872,600 will be converted on a “Ringgit-for-Ringgit” basis into ICULS totalling RM4,872,600.
The total corporate guarantee secured liabilities converted into ICPS and ICULS will be accompanied by free detachable warrants on the basis of one (1) free warrant for every RM5.00 nominal amount of debts converted into ICPS and ICULS.

The above-proposed settlement shall be for the full and final settlement of the total outstanding debt as well as for Denko’s guarantee.
(iv) Proposed Settlement to Corporate Guarantee Unsecured Lenders

These are in respect of financial institutions that have extended credit facilities to Skiva Holdings, that are not secured by any assets but which have been provided with corporate guarantee by Denko ("Corporate Guarantee Unsecured Lenders"). The total debt outstanding as at the Cut Off Date is RM1,567,013 which will be settled in the following manner:

(a)
70% of the unsecured liabilities amounting to RM1,096,909 will be converted on a “Ringgit-for-Ringgit” basis into ICPS totalling RM1,096,909; and


(b)
the balance 30% of the unsecured liabilities amouting to  RM470,104 will be converted on a “Ringgit-for-Ringgit” basis into ICULS totalling RM470,104. 
The total corporate guarantee unsecured liabilities converted into ICPS and ICULS will be accompanied by free detachable warrants on the basis of one (1) free warrant for every RM5.00 nominal amount of debts converted into ICPS and ICULS.

The above-proposed settlement shall be for the full and final settlement of the total outstanding debt as well as for Denko’s guarantee.
(v) Proposed Settlement to Corporate Guarantee Hire Purchase Creditors

These are claims of hire purchase creditors of Trimate that have been provided with a corporate guarantee of Denko ("Corporate Guarantee Hire Purchase Creditors"). The total debt outstanding, after the set-off of hire purchase assets, at a valuation to be agreed upon finalisation of a valuation exercise, as at the Cut-Off Date amounts up to RM1,741,943 which will be settled in the following manner: 
(a)
70% of the unsecured liabilities amounting up to RM1,219,360 will be converted on a “Ringgit-for-Ringgit” basis into ICPS totalling up to RM1,219,360; and

(b)
the balance 30% of the unsecured liabilities amounting up to RM522,583 will be converted on a “Ringgit-for-Ringgit” basis into ICULS totalling up to RM522,583.
The total corporate guarantee hire purchase liabilities converted into ICPS and ICULS will be accompanied by free detachable warrants on the basis of one (1) free warrant for every RM5.00 nominal amount of debts converted into ICPS and ICULS.

The above-proposed settlement shall be for the full and final settlement of the total outstanding debt as well as for the Denko's guarantee.
1.3.5
Recovery to Scheme Lenders

Details of the recovery to the Scheme Lenders under the Proposed Debt Restructuring are disclosed in Table 10.
1.4
PROPOSED TWO-CALL RIGHTS ISSUE

1.4.1 Particulars

The Proposed Two-Call Rights Issue involves a two-call rights issue of up to 5,481,977 new Denko Shares at an issue price of RM1.00 per share (“Rights Shares”) with up to 5,481,977 free detachable warrants on the basis of one (1) new Denko Share and one (1) free warrant for every two (2) existing Denko Shares held after the Proposed Capital Reconstruction.
Based on the issued and paid-up share capital of the Company after the Proposed Capital Reconstruction of RM10,963,954 comprising 10,963,954 Denko Shares, a total of up to 5,481,977 new Denko Shares will be made available for subscription by the shareholders whose names appear in the Record of Depositors and Register of Members as at the close of business to be determined by the Directors.

The proposed issue price of the Rights Shares will be payable in two (2) calls.  The first call of RM0.80 shall be payable in cash by the subscribers, whilst the second call of RM0.20 shall be capitalised from the share premium account of Denko.

The warrants shall only be issued to the existing shareholders of Denko who have accepted their Rights Shares entitlements. Should the shareholders of Denko renounce their entitlements to the Rights Shares, they will not be entitled to the warrants. The subscribers of the Rights Shares will be entitled to the warrants on the basis of one (1) warrant for every one (1) Rights Share subscribed pursuant to the Proposed Two-Call Rights Issue.

1.4.2
Basis of Determining the Issue Price

The issue price of RM1.00 per Rights Share was arrived at after taking into consideration the following:-

(i)
the five (5) day weighted average price of Denko Shares to 4 June 2002, being the latest practicable date prior to this announcement of 17.6 sen

(ii)
the closing market price of Denko Shares on 4 June 2002 of 19 sen; and

(iii)
the par value of Denko Shares of RM1.00 each after the Proposed Capital Reconstruction.

1.4.3 Utilisation of Proceeds

The estimated gross proceeds of up to RM4,385,582 to be raised from the Proposed Two-Call Rights Issue will be utilised as follows:

	Utilisation of Proceeds
	RM

	Working capital
	2,385,582

	Estimated expenses of the PCDRS
	2,000,000

	Total
	4,385,582


1.4.4 Minimum Subscription and Substantial Shareholder’s Undertaking
The Proposed Two-Call Rights Issue shall be undertaken based on a minimum level of subscription.  With this, the Proposed Two-Call Rights Issue will be able to proceed without having to procure a full underwriting.

The Board of Denko has determined that the minimum subscription for the Proposed Two-Call Rights Issue to be approximately RM2.0 million which is derived after taking into consideration the working capital requirement of Denko. The Company will procure an undertaking from NAA Holdings Sdn. Bhd. (“NAA”) and the undertaking by NAA, a substantial shareholder of Denko, to provide an undertaking to subscribe up to 2,500,000 Rights Shares in order to meet the said minimum subscription level. NAA holds approximately 6,323,517 Denko Shares 14.4% of the issued and paid up share capital of Denko.

1.5 Proposed Liquidation of Trimate and Giantmate

Both Trimate and Giantmate Industries Sdn Bhd have been suffering heavy losses from their operations. For the financial year ended 31 March 2001, Trimate had accumulated losses of approximately RM10.93 million and Giantmate RM2.79 million. In addition, both companies are suffering from huge capital deficiency. As at 31 March 2001, Trimate has a capital deficiency of approximately RM9.81 million against a turnover of approximately
RM4.56 million, whilst Giantmate has a capital deficiency of approximately RM1.61 million against a turnover of approximately RM2.90 million. Both companies are also heavily indebted. As at 31 March 2001, Trimate's total liabilities amounted to RM30.23 million, of which approximately RM24.17 million is made up of interest bearing debts, whilst Giantmate carried liabilities totaling RM5.66 million, of which approximately  RM5.0 million is made up of interest bearing debts.

The Proposed Liquidation of Trimate and Giantmate will have a positive impact towards the future earnings of the Denko Group, as the financials of these two (2) companies will not be consolidated in the group accounts of Denko.

1.6 Status of the New Denko Shares
1.6.1
Consideration Shares

The Consideration Shares, shall upon allotment and issue, rank pari-passu in all respects with the existing Denko Shares, except that they will not be entitled to the Proposed Two-Call Rights Issue or any dividends, rights, benefits and advantages attached including any dividend allotments or other distributions that may be declared or paid by the Company prior to the issue of the new Denko Shares.
1.6.2 Rights Shares
The Rights Shares, shall, upon allotment and issue, rank pari-passu in all respects with the existing Denko Shares, save and except that they will not be entitled to any dividends, rights, allotments and/or distributions that may be declared by the Company, the entitlement of which is prior to the date of allotment of which the new Denko Shares are issued.
1.7 PROPOSED AMENDMENTS

The Proposed Amendments will involve the amendment to the Memorandum and Articles of Association of Denko to facilitate the issuance of the ICPS issued pursuant to the Proposed Debt Restructuring.

1.8 Proposed Increase in Authorised Share Capital
Denko proposes to increase its authorized share capital of the Company from RM100,000,000 comprising 100,000,000 ordinary shares of RM1.00 each to RM200,000,000 comprising 200,000,000 ordinary shares of RM1.00 each.









2.
INTER-CONDITIONALITY
The Proposed Capital Reconstruction, Proposed Debt Restructuring, Proposed Acquisitions and the Proposed Amendments are inter conditional whereas the Proposed Two-Call Rights Issue is conditional upon the Proposed Capital Reconstruction, Proposed Debt Restructuring and the Proposed Acquisitions.
The Proposed Acquisitions of the Acquiree Companies are not inter-conditional upon each other.

3.
RATIONALE FOR THE PROPOSED CORPORATE AND DEBT RESTRUCTURING SCHEME
The PCDRS has the objectives of addressing and resuscitating the financial as well as operational viability of the Denko Group, through the injection of profit generating assets and companies and the liquidation of the non-viable companies of the Denko Group.
3.1 Proposed Acquisitions

The principal activities of the Acquiree Companies are mainly precision plastic injection moulding for the electronics and telecommunication industry and manufacturing and trading of food products. Winsheng and AMSB are principally involved in the manufacturing of high-end precision plastic moulded products for both domestic and the export markets. Both companies have long established their presence in their respective industry, with a stable and good customer base.

Yame is an established household names for fruit flavored jelly, pudding and confectionery products, whilst LTSSB is involved in trading and distribution of consumer food products.

After the Proposed Acquisitions, both Yame and LTSSB could tap into the market network of each other.

The Proposed Acquisitions are expected to enhance the profitability of the Denko Group in the immediate years, as the businesses of these companies are already profit generating.
3.2
Proposed Debt Restructuring
The Proposed Debt Restructuring is aimed at reducing the total borrowings of Denko and that of its non-performing subsidiaries where corporate guarantees have been provided by Denko.  
Moreover, the Proposed Debt Restructuring also provides the Scheme Lenders with better recovery to their debts as compared to a liquidation scenario of the Denko Group.


3.3
Proposed Two-Call Rights Issue

The Proposed Two‑Call Rights Issue will enable the Denko Group to raise working capital for the restructured Denko Group. In addition, proceeds from the Proposed Two-Call Rights Issue will be utilised to finance the cost and expenses pertaining to the PCDRS.
3.4
Proposed Liquidation Of Giantmate And Trimate

The Proposed Liquidation of Trimate and Giantmate is part of Denko's rationalization exercise to dispose of loss making companies, and to utilize its resources on other viable businesses and activities. In addition, the Proposed Liquidation of Trimate and Giantmate will contribute positively towards the earnings of the Denko Group, as the financial results of these two (2) companies will not be consolidated in the group accounts of Denko.

4.
RISK FACTORS

Upon completion of the PCDRS, Denko Group would diversify its business into the manufacturing, marketing and distribution of precision plastic moulded products and consumer food products via the Proposed Acquisitions. Therefore, the viability and feasibility of the PCDRS will depend on many factors, which may not be within the control of Denko Group. These risk factors include but are not limited to the following:

4.1 New businesses

The Denko Group is currently principally involved in the manufacturing and distribution of packaging materials, plastic pipes, and ladies undergarments and the provision of maintenance services for sewerage systems. After the completion of the PCDRS, Denko Group’s revenue and profit will be contributed by the existing operations (excluding the manufacturing of plastic pipes) of Denko Group as well as the income generated from the new businesses to be acquired. Shareholders should be aware that the Denko Group’s performance will then also be affected by the performance of the manufacturing sector, the consumer food and electronics, telecommunication and Information Technology (“IT”) industries, upon completion of the PCDRS.

4.2
Business risks
The new businesses in the Denko Group will be subjected to risks inherent in the business relating to the consumer food and electronics, telecommunication and IT industries. These include, but are not limited to supply of labour, changes in the labour cost, fluctuation in raw material costs and changes in the general economic, business and operating condition and fluctuation in consumer demand.

Although Denko Group seeks to limit these risks, no assurance can be given that any changes to these factors will not have a material adverse effect on Denko Group’s business.

4.3 Political, economic and regulatory considerations

Like all business entities, changes in political, economic and regulatory conditions in Malaysia and elsewhere could materially and adversely affect the financial and business prospects of the new businesses of the Denko Group and the markets of their products. Amongst the political, economic and regulatory uncertainties are changes in political leadership, nationalisation, changes in interest rates and methods of taxation.

4.4 Competitive conditions

The new businesses of the Denko Group will face competition from various competitors, which include private and public listed companies, in the form of pricing, product quality and market share. 

Although the Denko Group seeks to limit these risks, no assurance can be given that any changes to these factors will not have a material adverse effect on Denko Group’s business.  

4.5 Dependence on key personnel

The success of the new businesses of the Denko Group will depend on a significant extent upon the abilities and continued efforts of the directors and senior management of the Acquiree Companies that will continue to run the new businesses. The Denko Group’s future success will also depend on its ability to attract and retain skilled personnel.

5.
INDUSTRY OVERVIEW AND FUTURE PROSPECTS

Upon completion of the PCDRS, Denko Group’s businesses will also be involved in the manufacturing, trading and distribution of consumer food products and precision plastic moulded products for the electronics, telecommunication and IT products. Therefore, the prospects of the new businesses of Denko Group is linked to the prospects of the Malaysian economy, the manufacturing industry, the consumer food industry and the electronics, telecommunication and IT industries, as set out in the ensuing paragraphs.

Overview of the Malaysian Economy

The Malaysian economy is forecast to grow by 4-5% in 2002, led by stronger performances in the manufacturing and services sectors. The recovery in global electronics demand will contribute towards growth in the manufacturing sector while the pace of expansion in the services sector will be driven by higher economic activities and the Government fiscal stimulus.

(Source: Economic Report 2001/2002 as published by the Ministry of Finance)

Prime Minister Datuk Seri Dr Mahathir Mohamad is confident that the Malaysian economy is capable of growing at a much higher rate than what was projected earlier despite the fact that Malaysia’s GDP grew by 1.1% in the first quarter of year 2002. The country’s economic recovery was assisted by the growing confidence shown by foreign investors especially shown by foreign investors especially from the United States of America to be active again in international trade, particularly in Malaysia. Foreign investors have also contributed to Malaysia’s rapid economic recovery by investing directly in Malaysia either in new industries or by expanding their operations.

(Source: The Star, June 2, 2002)

Manufacturing Industry

The manufacturing sector is projected to expand by 6.5% (2001: 0.2%), following the recovery in global electronics demand which is already reflected in the considerable reduction in the stock overhang of chips. The recovery process will be further enhanced by higher United States of America fiscal spending on military electronic equipment for surveillance and communications network which will lead to higher demand for chips in the light of the 11 September attack. The manufacturing sector, therefore, is expected to contribute to 2.1 percentage points to real GDP growth.

(Source: Economic Report 2001/2002 as published by the Ministry of Finance)

Consumer Food Industry

Yame and LTSSB are principally involved in the manufacturing, trading and distribution of food related products and are to a large extent dependent on the overall economic outlook, performance of the manufacturing sectors, current outlook on the food industry as well as the social aspects of the country.

To promote private consumption, the Government has introduced several direct measures in Budget 2002, including raising disposal incomes via tax cuts and bonuses to stimulate private consumption, in addition to a salary increase for public sector employees, to stimulate the domestic economy. It is estimated that private consumption will increase by 5.5% in 2002, given a higher income from the improvement in the economy.

(Source: Economic Report 2001/2002 as published by the Ministry of Finance) 

Recognising the importance of developing an efficient and modern food products industry, the Government will formulate strategies and programmes to facilitate the development of the industry. Among the new incentives to enhance food production include granting full tax reduction on investments in wholly-owned food manufacturing subsidiaries. The subsidiary itself will also be given full tax exemption on its statutory income for 10 years, commencing from the first year it is profitable. The private sector will also need to intensify efforts to penetrate new and emerging markets by undertaking market promotion as well as improving packaging and labeling. 

(Source: Eighth Malaysia Plan 2001 – 2005)

Electronics, Telecommunication and IT Industries

Winsheng and AMSB are principally involved in the manufacturing and assembly of precision plastic moulded products mainly for the electronics, telecommunication and IT products. The plastics moulding industry depends substantially on the overall economic outlook and performance of the electronic sectors.

Growth in the electronics industry is expected to be underpinned by several positive factors. First, there was a significant drawdown of inventories by companies in 2001 and, thus, new orders are expected to result in an immediate increase in production, especially for electronics. The personal computer market is expected to show a stronger recovery relative to the telecommunications sector. Second, there is an increasing trend towards outsourcing of activities in the manufacturing sector. As a result, some large manufacturers in the region are expected to transfer some operations to Malaysia following corporate consolidation of plants in the region. Malaysia is expected to benefit from these developments. Finally, demand from niche markets for products such as video games, personal digital assistants and emerging products is expected to continue to contribute to growth.

(Source: Bank Negara Malaysia Annual Report 2001)

6.
EFFECTS OF THE PCDRS 

The proforma effects of the PCDRS on Denko are as follows:

6.1 Share Capital

The proforma effects of thePCDRS on the issued and paid-up share capital of Denko are set out in Table 11.

6.2 Earnings


The PCDRS, upon completion is expected to contribute positively towards the future earnings of the to be restructured Denko Group.

6.3 NTA

Based on the audited accounts of the Denko Group as at 31 March 2001, the 
proforma effects of the PCDRS on the NTA of the Denko Group had the PCDRS been effected on 31 March 2001 are set out in Table 12.
Please note that the proforma effects of the PCDRS on the NTA of the Denko Group is subject to verification by the reporting accountants.
6.4 Shareholding Structure

The proforma effects of the PCDRS on the substantial shareholders' shareholding in Denko, are set out in Table 13.

7.
APPROVALS SOUGHT
The PCDRS is subject to the approvals being obtained from the following:

(i) SC, for the PCDRS and the listing of and quotation for the Consideration Shares, ICPS, ICULS and warrants to be issued pursuant to the Proposed Acquisitions and Proposed Debt Restructuring and the new Denko Shares to be issued pursuant to the conversion of the RCSLS, ICPS and ICULS and the exercise of the warrants;

(ii) Foreign Investment Committee, for the Proposed Acquisitions, and the Proposed Debt Restructuring;

(iii) Ministry of International Trade and Industry, for the Proposed Acquisitions;

(iv) High Court, for the Proposed Capital Reconstruction;

(v) KLSE for the listing of and quotation for the Consideration Shares, ICPS, ICULS and warrants to be issued pursuant to the Proposed Acquisitions and Proposed Debt Restructuring and the new Denko Shares to be issued pursuant to the conversion of the RCSLS, ICPS and ICULS and the exercise of the warrants;

(vi) shareholders of Denko at an Extraordinary General Meeting to be convened;

(vii) Scheme Lenders, for the Proposed Debt Restructuring Scheme; and

(viii)
Any other regulatory authorities.

(i) 
8.
DIRECTORS’ AND MAJOR SHAREHOLDERS’ INTERESTS
To the best knowledge of the Directors of Denko, none of the Directors, major shareholders of Denko or any other persons connected with them has any interest, direct or indirect, in the PCDRS.



9.
DIRECTORS’ STATEMENT

The Board of Directors of Denko after having carefully considered the PCDRS, is of the opinion that it is in the best interest of the Company and the stakeholders of the Company. 
10.
ADVISER
PMBB has been appointed as the Main Adviser on the PCDRS.
11.
ESTIMATED TIME FRAME FOR COMPLETION AND APPLICATION TO THE SC
Barring any unforeseen circumstances, it is expected that an application to the SC in relation to the PCDRS will be submitted within two (2) months from the date hereof.

Barring any unforeseen circumstances, the PCDRS is expected to be completed by first quarter of 2003.

12. 
DEPARTURE FROM THE SC’S GUIDELINES ON ISSUE/OFFER OF SECURITIES (“SC’S GUIDELINES”)

Save as disclosed in the ensuing paragraphs, as far as PMBB can ascertain, the PCDRS does not depart from the guidelines stipulated by the SC.
i) The SC has stipulated that the conversion price of the convertible securities should be set at a price-fixing date to be determined after the approval of the SC for the issuance of the convertible securities.

With regards to the conversion price of the RCSLS, ICPS and ICULS to be issued pursuant to the Proposed Debt Restructuring and the exercise price of the warrants to be issued pursuant to the Proposed Two-Call Rights Issue and the Proposed Debt Restructuring, the Board of Denko proposes to determine the conversion and the exercise prices up-front, which would tantamount to a departure from the above-mentioned SC’s Guidelines.

ii) The SC also requires that redeemable private debt securities be rated by a rating agency recognized by the SC unless allowed in writing by the SC. In respect of the RCSLS, the Board of Denko intends to seek a waiver from the SC for these rating requirement of the RCSLS, as the RCSLS are not transferable and shall be issued to only one party namely, Pengurusan Danaharta Nasional Berhad.

13.
DOCUMENTS FOR INSPECTION


The SPAs dated 4 June 2002 and the supplemental SPAs dated 5 June 2002 pursuant to the Proposed Acquisitions are available for inspection at the Company’s registered office of Suite 16.01, 16th Floor, Menara Tan&Tan, 207 Jalan Tun Razak, 50400, Kuala Lumpur.

TABLE 1

A summary of the audited consolidated results of Winsheng for the past five (5) financial years ended
31 December 2001 is set out below:

	
	Audited Financial Year Ended 31 December
	Unaudited

	
	1997


	1998


	1999


	2000


	2001



	
	RM
	RM
	RM
	RM
	RM

	Turnover
	28,522,176
	31,703,956
	22,869,899
	33,230,376
	36,244,629

	Profit before tax
	2,511,171
	976,374
	800,462
	6,538,780
	7,240,087

	Profit after tax
	2,510,458
	899,176
	825,053
	5,942,852
	6,544,087

	Shareholders’ funds
	7,248,070
	8,297,246
	9,122,299
	13,280,651
	19,824,738

	Return on shareholders’ funds (%)
	34.6
	10.8
	9.0
	44.8
	33.0

	NTA
	7,248,070
	8,297,246
	9,122,299
	13,280,651
	19,824,738

	No shares in issue 
	1,387,632
	1,537,632
	1,537,632
	1,537,632
	1,537,632

	NTA per share
	5.22
	5.40
	5.93
	8.64
	12.89

	Earnings per share (“EPS”) (sen)
	1.81
	0.58
	0.54
	3.86
	4.26

	Total borrowings
	4,980,942
	14,623,841
	15,406,387
	15,891,791
	16,742,994


TABLE 2

A summary of the financial results of AMSB for the past four (4) financial years ended 30 September 1998, 1999, 2000 and 2001 is set out below:

	
	Audited Financial Year Ended 30 September
	Unaudited

	
	1998


	1999


	2000


	2001



	
	RM
	RM
	RM
	RM

	Turnover
	11,314,318
	11,603,921
	15,891,376
	20,890,332

	Profit before tax
	919,588
	1,052,120
	1,353,341
	1,897,015

	Profit after tax
	895,588
	1,056,773
	1,352,341
	1,831,513

	Shareholders’ funds
	2,454,752
	3,511,525
	4,863,866
	6,695,379

	Return on shareholders’ funds (%)
	36.5
	30.1
	27.8
	27.4

	NTA
	2,454,752
	3,511,525
	4,863,866
	6,695,379

	No shares in issue
	1,000,000
	1,000,000
	1,000,000
	1,000,000

	NTA per share
	2.45
	3.51
	4.86
	6.69

	EPS (sen)
	0.89
	1.05
	1.35
	1.83

	Total borrowings
	2,427,875
	3,422,465
	9,440,355
	11,814,142


TABLE 3

A summary of the financial results of Yame for the past five (5) financial years ended 30 September 1997, 1998, 1999, 2000 and fourteen(14) months ended 31 December 2001 is set out below:

	
	Audited Financial Year Ended 30 September
	Unaudited 

	
	1997


	1998


	1999


	2000


	14 months ended 31 December

2001



	
	RM
	RM
	RM
	RM
	RM

	Turnover
	10,029,282
	10,847,928
	12,922,580
	16,164,000
	16,075,775

	Profit before tax
	98,697
	190,274
	129,625
	203,000
	1,540,507

	Profit after tax
	98,042
	89,274
	129,625
	203,000
	1,641,507

	Shareholders’ funds
	581,756
	671,030
	1,050,655
	2,165,000
	3,478,931

	Return on shareholders’ funds (%)
	16.8
	13.3
	12.3
	9.4
	47.2

	NTA
	581,756
	671,030
	1,050,655
	2,165,000
	3,478,931

	No shares in issue
	250,000
	250,000
	500,000
	992,000
	992,000

	NTA per share (RM)
	2.33
	2.68
	2.10
	2.18
	3.50

	EPS (sen)
	0.39
	0.36
	0.26
	0.20
	1.65

	Total borrowings
	4,875,087
	6,808,564
	7,621,988
	8,107,000
	7,136,322


TABLE 4

A summary of the financial results of LTSSB for the past five (5) financial years ended 31 December 1997, 1998, 1999 and 2001 is set out below:

	
	Financial Year Ended 31 December
	Unaudited

	
	1997


	1998


	1999


	2000


	2001



	
	RM
	RM
	RM
	RM
	RM

	Turnover
	26,357,111
	21,680,379
	23,117,580
	24,252,295
	24,593,663

	Profit before tax
	250,152
	205,708
	2,050,364
	599,419
	2,404,037

	Profit / (Loss) after tax
	168,172
	147,106
	(375,699)
	405,419
	1,730,907

	Shareholders’ funds
	730,186
	877,293
	642,314
	1,047,733
	2,344,635

	Return on shareholders’ funds (%)
	23.0
	16.8
	(58.5)
	38.7
	73.8

	NTA
	730,186
	877,293
	642,314
	1,047,733
	2,344,638

	No shares in issue
	310,000
	310,000
	434,000
	434,000
	434,000

	NTA per share
	2.35
	2.83
	1.48
	2.41
	5.40

	EPS / (Loss per share) (“LPS”) (sen)
	0.54
	0.47
	(0.86)
	0.93
	3.99

	Total borrowings
	690,786
	57,040
	960,000
	1,717,239
	738,254


TABLE 5

A summary of the financial results of Eromax for the past three (3) financial years ended 31 December 1999, 2000 and 2001 is set out below:

	
	Audited Financial Year Ended 31 December
	Unaudited 

	
	1999


	2000


	2001



	
	RM
	RM
	RM

	Turnover
	5,247,958
	180,000
	90,001

	Profit / (Loss) before tax
	514,689
	(4,600)
	5,322

	Profit / (Loss) after tax
	514,689
	(4,600)
	5,322

	Shareholders’ funds
	735,118
	730,518
	735,841

	Return on shareholders’ funds (%)
	70.0
	(0.6)
	0.7

	NTA
	735,118
	730,518
	735,841

	No shares in issue 
	200,000
	200,000
	200,000

	NTA per share (RM)
	3.68
	3.65
	3.68

	EPS /LPS (sen)
	2.57
	(0.02)
	0.03

	Total borrowings
	857,626
	681,527
	700,915


TABLE 6

The principal terms of the RCSLS are as follows:

	Issue amount
	:
	Up to RM5,443,033 nominal amount of RCSLS

	
	
	

	Issue price
	:
	100% of the nominal value

	
	
	

	Coupon rate
	:
	The RCSLS shall bear a fixed rate of 5.0% per annum payable annually in arrears

	
	
	

	Form and denomination
	:
	The RCSLS will be issued in registered form and in 1,000 multiples of nominal value of RM 1.00 each

	
	
	

	Tenure
	:
	The RCSLS has a tenure of five (5) years from and including the date of issuance of the RCSLS

	
	
	

	Conversion price
	:
	The conversion price of the RCSLS is proposed to be fixed at RM1.00 per new Denko Share, subject to the approval of the SC

	
	
	

	Conversion Period
	:
	The RCSLS is convertible into new Denko Share anytime from the date of issuance

	
	
	

	Ranking of New Denko Shares upon conversion
	:
	The new ordinary shares in Denko Shares to be issued upon conversion of the RCSLS shall rank pari passu in all respect with the existing ordinary shares except that they will not rank for payment of dividends declared in respect of a particular financial year irrespective of the date when such dividends is declared, made or paid, nor will it be entitled to the Proposed Two-Call Rights Issue or rank for any rights, allotments or other distributions if the new Denko Shares arising from the conversion of the RCSLS are allotted and issued after the entitlement date for such rights, allotments or distributions

	
	
	

	Redeemability
	:
	The RCSLS must be redeemed if not converted, at the end of each of the next four years beginning on the last day of the second (2nd) anniversary of the issue of the RCSLS, in the proportion of 10%, 20%, 30% and 40% respectively, at the nominal value of the RCSLS issued

	
	
	

	Security
	:
	The RCSLS will be secured against the 3‑storey office cum factory building known as PT No. 1347, H.S. (D), No.2645, Mukim 1, PW Central Pulau Pinang, Lot 253, Jalan Perusahaan, Prai Industrial Estate, 13600 Prai

	
	
	

	Trust Deed
	:
	The RCSLS are constituted by a trust deed executed between Denko and a trustee, who acts for the benefit of the holders of the RCSLS

	
	
	

	Listing of the RCSLS
	:
	The RCSLS will not be listed or quoted

	
	
	

	Rating
	:
	Rating is required. However, application to the SC will be made for the exemption



	Transferability
	:
	The RCSLS are not transferable 




TABLE 7

The principal terms of the ICPS are as follows:

	Issue Amount
	:
	Up to 20,480,206 ICPS

	
	
	

	Par Value
	:
	RM1.00

	
	
	

	Issue Price
	:
	At par of RM1.00 per ICPS

	
	
	

	Dividend Rate
	:
	5% fixed cumulative dividend per annum (less any tax liability)

The rights of the ICPS holder to receive dividends prior to conversion of the ICPS are subject to there being sufficient net profits after taxation available for distribution as determined by the Directors and in priority to any payment in respect of any other class of shares in the capital of Denko

All cumulated but unpaid dividends will be automatically converted into new Denko Shares on the Maturity Date on the basis of one (1) new Denko Share for every RM1.00 cumulated unpaid dividends

	
	
	

	Maturity Date
	:
	The date falling 2 years from the date of issue of the ICPS

	
	
	

	Conversion Price
	:
	The conversion price is proposed to be fixed at RM1.00 per Denko Share, subject to the approval of the SC

	
	
	

	Conversion Period
	:
	Anytime commencing on the first (1st) day of the first (1st) anniversary of the date of issue of the ICPS until the Maturity Date. On the Maturity Date, the ICPS in issue will automatically be cancelled and converted into new Denko Shares. Such cancellation will include all cumulated but unpaid dividends.

	
	
	

	Redemption
	:
	The ICPS are not redeemable for cash

	
	
	

	Voting Rights
	:
	Prior to the conversion of the ICPS, the registered ICPS holders shall have the same rights as holders of ordinary shares with regards to receiving notices, reports and audited accounts, and to attend general meetings of Denko provided always that the ICPS holders shall not have the right to vote at any general meeting of Denko except on each of the following circumstances:

(i) On a proposal to reduce Denko’s share capital;

(ii) On a proposal for the disposal of the whole of Denko’s property, business or undertaking;

(iii) On a proposal that affects the rights attached to the ICPS; and

(iv) Winding up of Denko


	
	
	

	Status of the ICPS
	:
	Holders of ICPS shall rank in priority to the ordinary shareholders in repayment of capital available for distribution upon any liquidation, dissolution or winding-up of Denko, up to the value of the ICPS of RM1.00 each

	
	
	

	Directorship
	:
	The ICPS do not qualify the holders to be a Director of Denko

	
	
	


	Status of New Denko Shares
	:
	The new Denko Shares to be issued pursuant to the conversion of the ICPS will, upon allotment and issue, rank pari passu in all respects with the existing Denko Shares except that they shall not be entitled to the Proposed Two-Call Rights Issue or to any dividends, rights, allotments and/or other distributions which entitlement date precedes the allotment date of the new Denko Shares

	
	
	

	Listing
	:
	Subject to meeting the spread requirement of not less than one hundred (100) ICPS holders or such other prevailing guidelines, an application for the listing of and quotation for the ICPS on the KLSE will be made


TABLE 8

The principal terms of the ICULS are as follows:

	Issue Amount
	:
	Up to RM8,777,231

	
	
	

	Issue Price
	:
	100% of the nominal value of the ICULS

	
	
	

	Coupon Rate
	:
	Zero coupon

	
	
	

	Maturity Date
	:
	The date falling 3 years from the date of issue of the ICULS

	
	
	

	Redeemability
	:
	Not redeemable for cash. Unless previously converted, all ICULS will be automatically converted into new Denko Share at the Conversion Price on the Maturity Date

	
	
	

	Conversion Price
	:
	The conversion price of the ICULS is proposed to be fixed at RM1.00 per Denko Share (subject to approval of the SC), and subject to adjustments in accordance with the provisions for the Trust Deed to be entered into by Denko in respect of the ICULS

	
	
	

	Yield
	:
	The ICULS will carry a compounding rate of 5% per annum to be capitalized into new Denko Shares at an issue price of RM1.00 each, payable on conversion of the ICULS on each of the anniversary of the date of issue of the ICULS. Any ICULS converted on a date not being the anniversary date during the Conversion Period will not be entitled to the compounding rate

	
	
	

	Conversion Period
	:
	Anytime commencing on the 1st anniversary of the date of issue and until the Maturity Date

	
	
	

	Conversion Mode
	:
	By tendering RM1.00 nominal value of the ICULS for one (1) new Denko Share

	
	
	

	Status of the ICULS
	:
	The ICULS constitute unsecured obligations of the Company and rank pari passu in all respects without priority amongst itself and with all other present and future unsecured and unsubordinated obligations of the Company from time to time outstanding but would be subordinated to all other obligations of the Company and liabilities which are preferred solely by laws of Malaysia

	
	
	

	Status of New Denko Shares
	:
	The new Denko Shares to be issued pursuant to the conversion of the ICULS will, upon allotment and issue, rank pari passu in all respects with the existing Denko Shares except that they shall not be entitled to the Proposed Two-Call Rights Issue or to any dividends, rights, allotments and/or other distributions which entitlement date precedes the allotment date of the new Denko Shares

	
	
	

	Listing
	:
	Subject to meeting the spread requirement of not less than one hundred (100) ICULS holders or such other prevailing guidelines, an application for the listing of and quotation for the ICULS on the KLSE will be made


TABLE 9

The indicative principal terms of the warrants are as follows:

	Issue Size
	:
	Up to 12,422,071 warrants

	
	
	

	Entitlement
	:
	Each warrant carries the entitlement to subscribe for one (1) new Denko Share at the Exercise Price as set out below, subject to adjustments in accordance with the provisions of the deed poll

	
	
	

	Exercise Price
	:
	The exercise price is proposed to be fixed at RM1.00 per Denko Share, subject to the approval of the SC

	
	
	

	Exercise Period
	:
	The warrants may be exercised at any time commencing from the date of issue up to the Expiry Date. Any warrants not exercised during the Exercise period will thereafter lapse and become void

	
	
	

	Expiry Date
	:
	At the close of business on the maturity date of the warrants, being a date five (5) years from the date of issue of the warrants

	
	
	

	Listing
	:
	Subject to meeting the spread requirement of not less than one hundred (100) warrant holders or such other prevailing guidelines, an application for the listing of  and quotation for the warrants on the KLSE will be made


	Status of the New Denko Shares
	:
	The new Denko Shares to be issued pursuant to the conversion of the warrants will, upon allotment and issue, rank pari passu in all respects with the existing Denko Shares except that they shall not be entitled to the Proposed Two-Call Rights Issue or to any dividends, rights, allotments and/or other distributions which entitlement date precedes the allotment date of the new ordinary shares


TABLE 10

Recovery to the Scheme Lenders.

	Scheme Lenders
	Scheme Liabilities as at 31/12/2001


	Proposed Settlement
	Total Settlement



	
	RM’000
	Assets Set-Off

RM’000
	RCSLS

RM’000
	ICPS

RM’000
	ICULS

RM’000
	(%)

	
	
	
	
	
	
	

	Secured Lender

-Pengurusan Danaharta National Berhad (“Danaharta”)
	5,443,033
	-
	5,443,033
	-
	-
	100

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Unsecured Lenders

-HSBC Bank Malaysia Berhad (“HSBC”)


	6,743,814
	-
	-
	4,720,670
	2,023,144
	100

	-Utama Merchant Bank Berhad (“Utama Merchant”)
	2,962,667
	-
	-
	2,073,867
	888,800
	100

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Corporate guarantee secured lender

-Affin Bank Berhad (“Affin Bank”)
	17,422,000
	1,180,000
	-
	11,369,400
	4,872,600
	100

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Corporate guarantee unsecured lender

-Arab-Malaysian Bank Berhad 

(“AMBB”)
	1,567,013
	-
	-
	1,096,909
	470,104
	100

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Corporate guarantee hire purchase creditor
-Arab-Malaysian Finance Berhad

(“AMFB”)*
	1,741,943
	-
	-
	1,219,360
	522,583
	100

	
	
	
	
	
	
	

	Total
	35,880,470
	1,180,000
	5,443,033
	20,480,206
	8,777,231
	100


Note:

*
The settlement will be adjusted accordingly after the valuation on the hire purchase assets is available
TABLE 11 : - EFFECTS ON THE ISSUED AND PAID-UP SHARE CAPITAL

	
	Par Value
	Total Value

	
	RM
	RM

	
	
	

	Existing
	1.00
	43,855,815 

	Less : Capital reduction pursuant to the Proposed Capital Reconstruction
	
	(32,891,861)

	
	1.00
	10,963,954 

	New ordinary shares issued pursuant to:
	
	

	- Proposed Acquisitions
	1.00
	76,005,000 

	- Proposed Two-Call Rights Issue
	1.00
	5,481,977 

	Enlarged Issued and Paid-up Ordinary Share Capital
	1.00
	92,450,931 

	
	
	

	New ordinary shares issued pursuant to:
	
	

	- Full Conversion of RCSLS
	1.00
	5,443,033 

	- Full Conversion of ICULS
	1.00
	8,777,231 

	- Full Conversion of ICPS
	1.00
	20,480,206 

	- Full Exercise of warrants
	1.00
	12,422,071 

	- Capitalisation of interest on ICULS
	1.00
	1,383,511 

	- Capitalisation of dividend on ICPS#
	1.00
	2,048,021

	Fully Diluted Issued and Paid-Up Ordinary Share Capital
	1.00
	143,005,004 

	
	
	


Note:

# 
Assuming dividend are not paid in cash.

TABLE 12 : -  EFFECTS ON NTA

	 
	(I)
	(II)
	(III)
	(IV)
	(V) 
	(VI)
	(VII)
	(VIII)
	(IX)
	

	 
	Existing
	After (I) and  
	After (II) and
	After (III) 
	After (IV)
	After (V) 
	After (VI)
	After (VII)
	After (VIII)
	After (VIII)

	 
	 
	Proposed 
	Proposed 
	and
	and
	and 
	and 
	and Full
	and 
	and Full 

	 
	 
	Capital 
	Acquisition
	Proposed 
	Proposed 
	Proposed
	Proposed
	Conversion 
	capitalisation
	Exercise of

	 
	 
	Reconstruction
	 
	RCSLS Issue
	ICULS and
	Two-Call 
	Liquidation
	of RCSLS,
	of interest/
	Warrants

	 
	 
	 
	 
	 
	ICPS Issue
	Right Issue
	of Trimate
	ICULS, and
	dividend
	 

	 
	 
	 
	 
	 
	 
	 
	and 
	ICPS
	on ICULS/ICPS 
	 

	 
	 
	 
	 
	 
	 
	 
	Giantmate
	 
	 
	 

	 
	RM
	RM
	RM
	RM
	RM
	RM
	RM
	RM
	RM
	RM

	 
	 
	 
	
	 
	
	 
	
	 
	
	 

	Share capital
	    43,855,815 
	      10,963,954 
	    86,968,954 
	     86,968,954 
	     86,968,954 
	     92,450,931 
	        92,450,931 
	     127,151,401 
	   130,582,933 
	     143,005,004 

	 
	 
	 
	
	 
	
	 
	
	 
	
	 

	Share premium
	    47,136,152 
	        3,136,152 
	      3,136,152 
	       3,136,152 
	       3,136,152 
	            39,757 *2 
	               39,757 
	              39,757 
	            39,757 
	              39,757 

	 
	 
	 
	
	 
	
	 
	
	 
	
	 

	Revaluation Reserve
	      6,418,539 
	        6,418,539 
	      6,418,539 
	       6,418,539 
	       6,418,539 
	       6,418,539 
	          5,908,319 *3
	         5,908,319 
	       5,908,319 
	         5,908,319 

	 
	 
	 
	
	 
	
	 
	
	 
	
	 

	Reserve on consolidation
	         687,289 
	           687,289 
	         687,289 
	          687,289 
	          687,289 
	          687,289 
	             687,289 
	            687,289 
	          687,289
	           687,289 

	 
	 
	 
	
	 
	
	 
	
	 
	
	 

	Accumulated losses
	(101,389,295)
	(24,497,434)
	(24,497,434)
	(24,497,434)
	(24,168,248) *1
	(24,168,248)
	(30,129,744) *4
	(30,129,744)
	(30,129,744)
	(30,129,744)

	 
	 
	 
	
	 
	
	 
	
	 
	
	 

	ICPS
	-
	 - 
	 - 
	 - 
	     20,480,206 
	     20,480,206 
	        20,480,206 
	 - 
	-
	-

	 
	 
	 
	
	 
	
	 
	
	 
	
	 

	ICULS
	-
	-
	-
	-
	8,777,231 
	8,777,231 
	8,777,231 
	-
	-
	-

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Shareholders' Funds
	(3,291,500)
	(3,291,500)
	72,713,500 
	72,713,500 
	102,300,123 
	104,685,705 
	98,213,989 
	103,657,022 
	107,088,554 
	119,510,625 

	 
	 
	 
	
	 
	
	 
	
	 
	
	 

	Adjusted Goodwill
	(4,718,818)
	(4,718,818)
	(46,655,410)
	(46,655,410)
	(46,655,410)
	(46,655,410)
	(46,655,410)
	(46,655,410)
	(46,655,410)
	(46,655,410)

	on consolidation
	 
	 
	
	 
	
	 
	
	 
	
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Adjusted (net 
	 
	 
	
	 
	
	 
	
	 
	
	 

	liabilities) / NTA
	(8,010,318)
	(8,010,318)
	26,058,090 
	26,058,090 
	55,644,713 
	58,030,295 
	51,558,579 
	57,001,612 
	60,433,144 
	72,855,215 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	RCSLS
	-
	-
	-
	5,443,033 
	5,443,033 
	5,443,033 
	5,443,033 
	-
	-
	-

	 
	 
	 
	
	 
	
	 
	
	 
	
	 

	No. of ordinary 
	43,855,815 
	10,963,954 
	86,968,954 
	86,968,954 
	86,968,954 
	92,450,931 
	92,450,931 
	127,151,401 
	130,582,933 
	143,005,004 

	shares 
	 
	 
	
	 
	
	 
	
	 
	
	 

	 
	 
	 
	
	 
	
	 
	
	 
	
	 

	Net liabilities /
	(0.18)
	(0.73)
	0.30 
	0.30 
	0.64 
	0.63 
	0.56 
	0.45 
	0.46 
	0.51 

	NTA per ordinary 
	 
	 
	
	 
	
	 
	
	 
	
	 

	share (RM)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Notes:
	
	
	
	
	
	
	
	
	
	

	*1   After incorporating debt waiver of approximately RM329,186 arising from settlement by personal guarantor.
	
	
	
	

	*2   After incorporating estimated expenses in relation to the PCDRS of RM2.0 million.
	
	
	
	
	
	

	*3   After incorporating reversal of revaluation surplus attributable to Trimate and Giantmate's landed properties.
	
	
	
	

	*4   After incorporating loss on deconsolidation of Trimate and Giantmate.
	
	
	
	
	
	
	


TABLE 13: - EFFECTS ON SHAREHOLDING STRUCTURE   
	
	
	(I)
	(II)
	(III)
	(IV)
	(V)

	
	Existing
	After Proposed Capital Reconstruction
	After (I) and the Proposed Acquisitions
	After (II) and the Proposed RCSLS Issue
	After (III) and Proposed ICULS Issue
	After (IV) and the Proposed ICPS Issue

	
	RM
	%
	RM
	%
	RM
	%
	RM
	%
	RM
	%
	RM
	%

	
	
	
	
	
	
	
	
	
	
	
	
	

	NAA Holdings Sdn Bhd 
	6,323,517
	14%
	1,580,879 
	14%
	1,580,879 
	2%
	1,580,879
	2%
	1,580,879
	2%
	1,580,879 
	2%

	
	
	
	
	
	
	
	
	
	
	
	
	

	Danaharta 
	
	0%
	-
	0%
	-
	0%
	-
	0%
	
	0%
	-
	0%

	Affin Bank 
	-
	0%
	-
	0%
	-
	0%
	-
	0%
	
	0%
	-
	0%

	Utama Merchant 
	-
	0%
	-
	0%
	-
	0%
	-
	0%
	
	0%
	-
	0%

	HSBC 
	-
	0%
	-
	0%
	-
	0%
	-
	0%
	
	0%
	-
	0%

	AMFB 
	-
	0%
	-
	0%
	-
	0%
	-
	0%
	
	0%
	-
	0%

	AMBB 
	-
	0%
	-
	0%
	-
	0%
	-
	0%
	
	0%
	-
	0%

	
	
	
	
	
	
	
	
	
	
	
	
	

	Vendors of Winsheng 
	-
	0%
	-
	0%
	31,875,000 
	37%
	31,875,000
	37%
	31,875,000
	37%
	31,875,000 
	37%

	
	
	
	
	
	
	
	
	
	
	
	
	

	Vendors of Aliran Mujarab 
	-
	0%
	-
	0%
	14,250,000 
	16%
	14,250,000
	16%
	14,250,000
	16%
	14,250,000 
	16%

	
	
	
	
	
	
	
	
	
	
	
	
	

	Vendors of Yame Food 
	-
	0%
	-
	0%
	13,200,000 
	15%
	13,200,000
	15%
	13,200,000
	15%
	13,200,000 
	15%

	
	
	
	
	
	
	
	
	
	
	
	
	

	Vendors of LTSSB 
	-
	0%
	-
	0%
	13,880,000 
	16%
	13,880,000 
	16%
	13,880,000 
	16%
	13,880,000 
	16%

	
	
	
	
	
	
	
	
	
	
	
	
	

	Vendors of Eromax  
	-
	0%
	-
	0%
	2,800,000 
	3%
	2,800,000 
	3%
	2,800,000 
	3%
	2,800,000 
	3%

	
	
	
	
	
	
	
	
	
	
	
	
	

	Other Existing Minority Shareholders 
	37,532,298 
	86%
	9,383,075 
	86%
	9,383,075 
	11%
	9,383,075 
	11%
	9,383,075 
	11%
	9,383,075 
	11%

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Total
	43,855,815 
	100%
	10,963,954 
	100%
	86,968,954 
	100%
	86,968,954 
	100%
	86,968,954 
	100%
	86,968,954 
	100%


	
	(VI)
	(VII)
	(VIII)
	(IX)
	(X)

	
	After (V) and the Proposed Two-Call Rights Issue # 
	After (VI) and the Proposed Liquidation of Trimate and Giantmate
	After (VII) and Full Conversion of  RCSLS, ICULS and ICPS
	After (VIII) and Capitalisation of interest on ICULS
	After (IX) and Full Exercise of warrants

	
	RM
	%
	RM
	%
	RM
	%
	RM
	%
	RM
	%

	
	
	
	
	
	
	
	
	
	
	

	NAA Holdings Sdn Bhd 
	2,371,319 
	3%
	2,371,319 
	3%
	2,371,319 
	2%
	2,371,319 
	2%
	3,161,759 
	2%

	
	
	
	
	
	
	
	
	
	
	

	Danaharta 
	-
	0%
	-
	0%
	5,443,033 
	4%
	5,443,033 
	4%
	6,531,640 
	5%

	Affin Bank 
	-
	0%
	-
	0%
	16,242,000 
	13%
	18,146,984 
	14%
	21,395,384 
	15%

	Utama Merchant 
	-
	0%
	-
	0%
	2,962,668 
	2%
	3,310,152
	3%
	3,902,685
	3%

	HSBC 
	-
	0%
	-
	0%
	6,743,814 
	5%
	7,534,779
	6%
	8,883,542
	6%

	AMFB 
	-
	0%
	-
	0%
	1,741,943 
	1%
	1,946,251
	1%
	2,294,640 
	2%

	AMBB 
	
	0%
	-
	0%
	1,567,013 
	1%
	1,750,804
	1%
	2,064,207
	1%

	
	
	
	
	
	
	
	
	
	
	

	Vendors of Winsheng 
	31,875,000 
	35%
	31,875,000 
	35%
	31,875,000 
	26%
	31,875,000 
	24%
	31,875,000 
	22%

	
	
	
	
	
	
	
	
	
	
	

	Vendors of Aliran Mujarab 
	14,250,000 
	15%
	14,250,000 
	15%
	14,250,000 
	11%
	14,250,000 
	11%
	14,250,000 
	10%

	
	
	
	
	
	
	
	
	
	
	

	Vendors of Yame Food 
	13,200,000 
	14%
	13,200,000 
	14%
	13,200,000 
	11%
	13,200,000 
	10%
	13,200,000 
	9%

	
	
	
	
	
	
	
	
	
	
	

	Vendors of LTSSB 
	13,880,000 
	15%
	13,880,000 
	15%
	13,880,000 
	11%
	13,880,000 
	11%
	13,880,000 
	10%

	Vendors of Eromax  
	2,800,000 
	3%
	2,800,000 
	3%
	2,800,000 
	2%
	2,800,000 
	2%
	2,800,000 
	2%

	
	
	
	
	
	
	
	
	
	
	

	Other Existing Minority Shareholders 
	14,074,612 
	15%
	14,074,612 
	15%
	14,074,612 
	11%
	14,074,612 
	11%
	18,766,149 
	13%

	
	
	
	
	
	
	
	
	
	
	

	Total
	92,450,931 
	100%
	92,450,931 
	100%
	127,151,401 
	100%
	130,582,933
	100%
	143,005,004
	100%

	
	
	
	
	
	
	
	
	
	
	




Note:



#
Assuming that the Proposed Two-Call Rights Issue is fully subscribed.


