13/ 05/ 1997
51pc of Perwaja goes to Maju (HL)

Sai ful Azhar Abdul | ah; Sharanjit Singh

GURUN, Mbn. - National steel corporation, Perwaja Steel Sdn Bhd, will be
privatised to Maju Hol di ngs Sdn Bhd which will hold a 51 per cent stake,
Prime M nister Datuk Seri Dr Mahat hir Mhamad sai d today.

The Federal Governnent will hold 14 per cent equity in the privatised
company whil e the Terengganu State Governnent will get five per cent. The
remai ning 30 per cent stake will be offered to the Lion G oup.

Dr Mahat hir's announcenent confirned expectations that Maju, which is
managi ng Perwaj a, woul d be | eading the privatisation of the ailing stee
firm

Speaki ng after opening Perwaja's beamand section mll, the Prine
M ni ster said the sharehol di ng agreement woul d be si gned soon.

"W have agreed to privatise Perwaja to Maju Hol dings which will hold
the majority share and we also plan to allow the Lion Goup a 30 per cent
stake while the renmainder will be held by the Governnent and the
Terengganu State Governnent," said Dr Mahathir

Asked to el aborate on Lion Group's participation in the privatisation
package, Dr Mahathir said the conpany had never withdrawn and in fact it
had expressed interest and was negotiating terns.

"I hope they cone in but I'mnot too sure... what we are certain of is
that Maju Hol dings will be holding 51 per cent and will be the majority
shar ehol der," he added.

Asked whet her the Lion Group woul d have any say in the nmanagenent of the
conmpany, the Prime Mnister said it was up to the partners to decide.

On the price of Maju Holding's 51 per cent stake in Perwaja, the Prine
M nister said it would be announced | ater.

Asked whet her Perwaja had a promising future, Dr Mahathir said:
"Perwaja's future is prom sing because this tine we are starting on a
cl ean sl ate.

"They will not carry the burden of debts that were incurred before. The
debts will be taken over by the Government so they start on a clean
slate.”

On the actual debts to be taken over by the Governnent, the Prine

M nister said the figure was | ess than RM3 billion
It was reported | ast year that an audit conducted by Price Waterhouse
found that Perwaja had suffered | osses amounting to RWVR.985 billion.

The accurnul ated | osses were the result of operational |osses anmounting
to RMbO7 mllion (20 per cent), net financial cost of RML.416 billion (47
per cent), including RM662 nmillion used to service interest on | oans taken
by Perwaj a Ter engganu.

There were al so foreign exchange | osses of RW10 mllion (31 per cent)
largely owing to the appreciation of the yen, and other | osses totalling
RVM62 million.

Perwaj a' s unaudited accounts as of Dec 31, 1994, showed | ong-term
liabilities of RM6.013 billion and current liabilities of RVM26 million,
resulting in negative sharehol der funds of RML.884 billion. Its equity
agai nst debt ratiois 1:6.9.

Dr Mahat hir was al so asked whet her the Kedah State Governnent woul d be
given a stake in the privatisation package.

To this, he replied: "Kedah has no noney."

Asked what steps should be taken by Perwaja's new managenent to ensure
the problenms faced during fornmer managi ng director Eric Chia' s 10-year



tenure did not recur, Dr Mahathir said: "In those days Eric Chia was
running the plant for the Governnent and he was not a sharehol der.

"Maju is the majority shareholder, if they want to |l ose noney it is up
to them" he said adding that the new operators should also tighten up the

nmanagenent .
Dr Mahathir was al so asked what Maju needed to do to reduce Perwaja's
| osses, the Prine Mnister said: "I think Maju is quite convinced they can

do sonmething. | don't think they relish the idea of losing RML nmillion
every three days."

Earlier, in his speech, Dr Mahathir said in nost nations, the stee
i ndustry woul d be a yardstick to nmeasure the country's success.

Citing the United States, Japan, South Korea and CGernany as exanpl es, he
said the steel industry had played a significant role in their
devel opnent.

"Ml aysi a nmust accept this reality and strive to ensure that the
i ndustry grows in tandemwi th the nation's progress,” he added.

He said Mal aysia should surge a few steps forward by trying to becone
the region's steel exporter.

Stressing that in order for Ml aysia to becone a successfu
i ndustrialised nation, the country nmust produce steel to cater to the
construction industry's denmand.

"The steel industry requires huge investnents and does not necessarily
offer profits in a short period," he said, adding that such difficult
ti mes had been experienced by the steel industry in US, Japan and South
Kor ea.

The Prime Mnister also called on Perwaja to be proactive with the
nation's current trenendous devel opnent.

He call ed on the nanagenent to draw out a conprehensive and practica
plan to neet the needs of the construction sector.

He said demand for steel had al so soared due to the various nega
projects including the Kual a Lunmpur International Airport in Sepang,
Putrajaya, the Multi media Super Corridor and Cyberjaya Cty.

Dr Mahathir said apart from producing quality steel products, Perwaja
shoul d al so strive to sustain its production so that the country need not
have to rely on foreign suppli es.

The Prime M nister al so hoped ot her |ocal steel conpanies would becomne
nmore i nnovative and produce new products to neet the demand of the
construction sector.

Dr Mahathir also stressed that the Government woul d continue to be
involved in the industry eventhough it had been criticised for the nany
probl ens affecting the industry.

"W will not give in and we will work harder and show greater
comm ttrment to achi eve success in the industry,” he added.

The Prime M nister also praised the workers' noral e and hoped t hey coul d
sustai n such a respectabl e conm tnent.

Perwaj a chai rman Abu Sahi d Mohaned pl edged that the conmpany woul d have a
new i nage.

He said the conpany had succeeded in proving that the critics were wong
to brand Perwaja a liablity to the taxpayers.

Abu Sahid al so pl edged that Perwaj a workers would remain conmmitted to
turni ng the conpany around.

( END)
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