22/ 08/ 1997
KUB confident of naking it to billion-ringgit club

El ena Shansuddi n

NEWLY-1isted KUB Mal aysia Bhd, which is in the m dst of strengthening its
core businesses, believes it will soon join the billion-ringgit club
regardl ess whether its prized stake in Sinme Bank Bhd i s maintai ned or not.

Questions about the strength of the conpany, which derives 70 per cent
of its earnings from Si ne Bank, Ml aysia's fifth | argest bank, have al ways
been asked by anal ysts. KUB's i mmedi at e outl ook does not appear to be
attractive enough to some as it is banking on projects which have yet to
take off.

Suggestions that it may sell off its 30 per cent stake in Sinme Bank have
al so surfaced a nunber of tines in the corporate circle.

However, KUB chairnman Dat uk Hassan Harun, in an interview w th Business
Ti mes, said KUB, based on its resources, experience, good nmanagenent and
with nmega projects in hands, is set tojoin the billion-ringgit |eague.

Acknowl edgi ng the fact that the group does not want to be too dependent
on Sime Bank, Hassan said the Securities Conmission, in approving its
listing, inposed a condition that requires KUB to strengthen its other
core busi nesses.

Hassan did not dismss the possibility of the conpany di sposing of its
stake in Sinme Bank, saying that there are many options avail abl e.

"W may not dispose of the stake, or we may want to swap Sinme Bank
shares for another bank's. Maybe an existing bank plus a new |slamc
banki ng | i cence," sai d Hassan.

He was reported as saying that KUB is interested in getting one of the
two Islam c banking licences that are still avail able, but Hassan,
commenting on this, admtted that this will take tinme to realise.

KUB, said Hassan, needs to find ways to strengthen its other businesses
and expl ore new opportunities, and to have pl ans whi ch provi de good
returns to the conmpany in the imediate future to replace Sine Bank's
contribution, should the stake is di sposed of.

"The fastest way for us (to strengthen our core businesses) is to
acquire, through a nmerger or an acquisition, of good assets, in other
fields that KUB is involved in, so that our bottomline will not be
entirely dependent on Sine Bank," Hassan said, adding this is KUB s | ong-
term pl an.

BBMB Securities has commented that should KUB ever consider selling its
stake in Sinme Bank, a potential capital gain of at |east RM0O million and
a cash reserve that can easily yield RM6O mllion to RWO mllion in
i nterest savings or cash inflow can be expected.

Sone anal ysts claimthat KUB is too diversified and not focused. To this
suggestion, Hassan said it is caused by the m sconcepti on anbng certain
guarters in not having a full understandi ng of the operations of the
conpany.

"KUB's operations are divided into eight main divisions. Al though we
appear to have a variety of activities, KUB is indeed focused, in the
sense that we have identified the eight sectors we are going into," he
sai d.

Hassan predicted that in less than two years, each divison will be
strengt hened, and the ratio will not appear to favour KUB s finance
sector.

One research house has forecast pre-tax and after-tax profits of RML06. 3
mllion and RMB8.7 nillion respectively for KUB' s financial year ending
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BBMB Securities has forecast pre-tax and net profits of RML21.10 million
and RWMF5. 30 respectively for KUB s current financial year.

KUB itself, inits introductory docunent rel eased pursuant to its
listing, forecast a pre-tax profit of RMLO6.30 million and a profit after
tax of RVB8.68 mllion.

Hassan said the group has a huge | andbank to be devel oped. The
Governnent has just aliented 405ha of |and in Gadong, 4.83km from Sepang,
to KUB.

"W may want to acquire or have a joint venture with other conpanies for
t he purpose of devel oping the | and, " said Hassan, explaining that one of
KUB's plans is to strenghthen its property division.

On its plate, the biggest project that KUB has to date is its
petrochem cal venture in Kelantan. In a partnership with the Pas-I|ed
governnent via Keloil Sdn Bhd, 2025ha is bei ng devel oped.

The cost is yet to be reveal ed, but the devel opnent will, anong ot hers,
conprise an integrated industrial and comrercial park offering a nulti-
purpose infrastructure ainmed at facilitating the utilisation, processing,
distribution and overall devel opnent of petrol eumresources and petrol eum
products.

On the status of the project, Hassan said the master plan of the project
has al ready been prepared and now a nmarket study is being conducted. The
Kel ant an Governnent has identified the land and is waiting to gazette it.

Hassan said KUB wants to be involved in activities such as gas
processing. KUB is interested in making a deal with Petronas, which has
not comrtted itself to any party for the processing of the gas fromits
second wel |l that was discovered of fshore Kel ant an.

For that purpose, KUB is |looking for a partner who is willing to go in
as the venture requires heavy fundi ng.

"Alot of international parties have approached us," Hassan sai d, adding
that the conpanies are keen to know whether the political end can be
handl ed by KUB.

A cash call is another method that KUB may resort to in financing the
proj ect, according to Hassan. "Wen we need to acquire the | and, then we
rai se the noney."

BBMB Securities is optimstic of the project. "The project is expected
to provide spinoffs for KUB' s property devel opnent and construction
di vi sion given the huge devel opnent potential for petrochem cal projects,”
it said.

Anot her anal yst, however, seens to be nore cautious. "The venture is
wi th an opposition party,"” he noted.

Hassan di sm ssed that fear. "Prime Mnister Datuk Seri Dr Mahathir
Mohamad was at the signing cerenmony. This goes to show the priorities the
Gover nnent adopts insofar as devel opi ng areas which nmay appear not
friendly on the face of it," he said.

Hassan hinself is also a politician, and is said to have strong
connections that will benefit KUB

BBMB Securities stressed that to eval uate KUB, consideration should be
given not only to its current potential earnings, but to its inpeccable
networ k and connections which may very well open the doors to future
| ucrative projects.

"Knowi ng politicians is good, because you talk to the decision nmakers,"
Hassan sai d when asked to coment on its wel |l -known connecti on, but
poi nted out that no privatization project has been awarded to KUB because
of this connection
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