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Preference Shares
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Definition
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Dividend rights
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Represents the
company's ownership
rights

& 7] 8 BB AX

May receive or may
not receive dividends,
depending on company
performance
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Receive dividends after
preference shareholders
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Have priority rights
over ordinary
shareholders
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Receive dividends in a
fixed percentage
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Receive dividends
before ordinary
shareholders
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Characteristics

Ordinary Shares
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Preference Shares
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Voting rights
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Liquidation
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Have voting rights to
vote in the general
meeting, which includes
the
appointment/removal of
director/auditor
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Will rank the last to
receive the residual
amount from the
company’s assets in the
event of liquidation
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No voting rights
during the general
meeting
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Have priority to receive
funds from the company
over the ordinary
shareholders in the event
of liquidation
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a) Cumulative Preference Shares
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b) Participating Preference Shares
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c) Convertible Preference Shares
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Shares

d) Converting Preference Shares
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e) Redeemable Preference Shares
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a) Cumulative Preference Shares 2 11t 4 i%

“* Cumulative Preference Shares refer to shares where the dividends
receivable by the shareholders may be accumulated first, in case of
insufficient profit.

% The cumulative preference shareholders are paid their cumulated
dividends in full once the Company is financially stable again before
the ordinary shareholders may receive their dividends.
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b) Participating Preference Shares % 5 1t 4t &

“*  Participating Preference Shares refer to shares that entitle its holders to
receive additional benefits from participating in the Company's profits
apart from the fixed dividends.

X/

% When the Company goes into liquidation, the participating preference
shareholders also have the rights to share any surplus assets of the
Company.
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c) Convertible Preference Shares w #£ 3 1f, 45 i
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¢ At first, Convertible Preference Shareholders will receive dividends at a
fixed rate and time.

% Subsequently, these shareholders will have the rights to convert their
share into ordinary shares at a specific rate and period.
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d) Converting Preference Shares # # {4t %
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** Converting Preference Shares are different from Convertible Preference
Shares.

X/

% Converting Preference Shareholders must convert their preference
shares into ordinary shares at a specific point of time.
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e) Redeemable Preference Shares 7] & [ 1f 4 i

“* The Company can redeem back the Redeemable Preference
Shares from their shareholders.

% In other words, redeemable preference shares can be bought
back from shareholders by the Company at a price established
at par or at a premium after a fixed period of time.

OB LA R AP B Tk I e B AR G A e XRR A B
% 56 JBCRT LA dhr B 4 BR R R R B B AR A ROR F IR L

www.ecovis.com.my



Laccovis’

e Convertible Preference Shares
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Example

Company A issues Convertible Preference Shares for RM50/share with a fixed dividend rate of
4% and total conversion ratio of 5. The conversion ratio is set by management in advance with
guidance from the investment bank.

A shareholder brought 100 shares for RM50/share, resulting in a total consideration of RM5,000. If
the shareholder chooses to convert the Convertible Preference Shares into Ordinary Shares,
the conversion ratio makes it RM50 / 5 = RM10/share.

Therefore, if the Ordinary Shares’ market value is higher than RM10/share, then the conversion
rights are worth utilizing. However, if the Ordinary Shares’ market value is lower than
RM10/share, then the conversion rights are not worth utilizing. Subsequently, the shareholders
can choose to not convert the Convertible Preferences Shares into Ordinary Shares.
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Contact Us

Like & Follow our Facebook page for more information!
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Contact us today!
We are pleased to help!
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W Kualo Lumpur (HQ) FEiE @ Johor Office Fffk W Penang Office &1 MW Sabah Office 7'
Tel -03-79811799 Tel :07-562 2000 Tel :04-226 7210 Tel :088-231790
Fox - 03 - 79804796 Fox - 07 - 5629090 Fox - 04-226 2212 Fox : (BB - 266 842
Ermnail : kuala-lumpur@ecovis.com.my Email : jchor@ecovis.com.my  Emagil : penangi@ecovis.com.my  Email : saboh@ecovis.com_my
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