07/ 01/ 1997
Perwaj a debts: Funds to be sought (HL)

By Ashraf Abdul | ah

KUALA LUMPUR, Mon. - Prime Mnister Datuk Seri Dr Mahathir Mhamad said
today the Governnent woul d have to seek sources of funds to pay off debts
owed by Perwaja Steel Sdn Bhd.

He said | osses suffered by the conpany m ght have to be witten off.

Dr Mahathir said this was not only to allow Maju Hol di ngs Sdn Bhd, the
Bum putera group now undertaking the rescue and privatisation of Perwaja,
to start on a clean slate but also to prevent Perwaja's debts and | osses
from accumul ati ng.

Speaking to reporters after presenting the 1996 Prine Mnister's Quality
Awar ds at the Shangri-La Hotel, Dr Mahathir said:

"The Governnent has to separate the debts incurred fromthe start. The
Governnent will take over the debts and | osses.

"W will have to find sources of funds to pay off the debts. O course,
the | osses may have to be witten off. The debts ... we will have to pay.
There is no way we can avoi d payi ng debts."

Dr Mahathir was asked how the Governnment planned to deal with the
conpany's | osses and debts.

The Governnent's involvenent in Perwaja totals nore than RVMb billion as
of Dec 31, 1995. This includes equity injection of RM853 nillion, advances
of RML.21 billion and guarantees on | oans of RVMB. 187 billion.

Deputy Prinme Mnister Datuk Seri Anwar |brahimtold the Dewan Rakyat on
May 21 | ast year that the conpany had suffered | osses totalling RWR.985
billion.

This was the result of operational |osses anounting to RM607 million (20
per cent), net financial cost of RML.416 billion (47 per cent) including
RV662 million used to service interest on | oans taken by Perwaj a
Terengganu, foreign exchange | osses of RM10 million (31 per cent) largely
due to the appreciation of the Yen, and other |osses totalling Rvb2
mllion.

Anwar had said that this was due to poor nmanagenent and irregularities
in paynents and award of contracts as reveal ed by an audit carried out by
Price Wat erhouse, an i ndependent audit firm

Anwar had sai d that based on Perwaja' s unaudited accounts as of Dec 31,
1995, the long-termliabilities of the conpany stood at RV6.013 billion
and current liabilities at RM26 m | lion.

The |l osses resulted in negative sharehol der funds of RML. 884 billion.
Its equity against debt ratio was now 1:6.9.

Dr Mahat hir, when asked today whether Lion G oup, which was originally

offered to participate, could still take part, said any conpany keen on
participating in the privatisation of the conpany was wel cone to do so

"It (Lion Goup) can still take part if it wants to. W are open," he
sai d.

He said the Federal Governnent and the Terengganu Gover nment
collectively held 49 per cent of Perwaja and sone of the equity could be
given to any interested party.

The other 51 per cent is held by Maju Hol di ngs.

On whet her Maj u Hol di ngs and Lion Group could co-operate, he said:

"What | think does not nake any difference. Wat they (Miju Hol di ngs and
Lion Goup) think is what matters."

( END)
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