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Tongkah | ooki ng good

Raj eshpal Si ngh

SECURI TY guards still outnunmber enpl oyees at the spanki ng new group
headquarters in leafy residential Jal an Danansara Endah, but the big boss
has al ready noved in and nade hinself confortable. Al though short of
support staff, the executive chairman cum chi ef executive officer of
Tongkah Hol di ngs Bhd (Tongkah) seens quite at hone in what will soon
become the nerve centre of his business enpire.

Wthin nonths the | ow but |ong building, called THB Satu, w Il be home
to hundreds of enpl oyees, although the corridors may be enpty now, the
reins of power over several public |listed conpanies firmy wind their way
to the huge and tastefully appointed office of 37-year-old Mkhzan
Mahat hir.

He is in a surprisingly good nood, considering that the day's papers
carried “inaccurate' reports about the state of his financial health and
that of his elder brother, Mrzan Mahathir, who controls the Konsortium
Per kapal an group

“Unfortunately it seens the reporters got carried away,' he explains. "1
can assure you that we are no fools, we know what we are doing.'

Specul ation over the financial health of the two sons of Prinme M nister
Mahat hi r Mohamad, and that of nmany ot her corporate big shots, rose
following the sharp falls in share prices on the Kuala Lunmpur Stock
Exchange i n recent nonths.

In Mokhzani's case, who is estimated to own 15% of Tongkah, the val ue of
his shares has at tinmes di pped nore than 55% fromthe year's peak of
RV72.2 nmillion, while his personal 35.5%stake in Hospital Pantai Bhd
(HPB) is now estimated at around RVA09 million conpared with RVMB57 million
earlier.

The former petrol eum engi neer however dismisses talk of a cash crunch at
Tongkah Hol di ngs.

He says an ongoi ng restructuring exercise involving Tongkah and HPB, in
whi ch Tongkah itself owns a 21%stake, will |eave both conpani es debt-free
and with positive cash bal ances.

The exercise in question involves sonme confusing nane swapping. HPB is
to transfer its entire healthcare assets to Tongkah for RML90 million in
cash, and to return the favour, Tongkah will sell its subsidiary Kestra
Securities to HPB for RMBOO million. At the sanme tine HPB will al so
acquire an 88% st ake in Perdana Finance Bhd for RvB4.48 million fromthe
Uni ted Merchant group

At the end of the day HPB turns into a finance and stockbroking outfit
whi |l e Tongkah will get a hospital chain to join its healthcare division -
whi ch al ready includes hospital support services conpany Tongkah Medi vest.
However as far as the enpl oyees on the ground are concerned, there will be
no visi bl e change to their working environnent.

The noney that is paying for all this conplex corporate nanoeuvres comes
fromthe sale of HPB' s 20. 1% stake in Singapore-listed healthcare group
Par kway Hol dings in May this year

HPB is believed to have earned a handsone profit fromthe sal e. Buyer
DBS Land reportedly paid S$391.2 nillion (about RM686 million), conpared
with the S$179.2 million originally paid by HPB for the stake in Parkway
| ess than two years ago

"W | ooked at how to maximi se the utilisation of proceeds fromthe sale
of Parkway,' said Modkhzani, “so this whole restructuring exercise



di stributes the cash between Tongkah and Hospital Pantai, and at the end
of the day both conpanies will be stream ined and focused, with no gearing
and still in the cash positive side.'

Besi des putting Tongkah and HPB “on a very sound financial footing',
Mokhzani says the restructuring will al so provide himan opportunity to
build up a strong heal thcare base in Ml aysi a.

Whi ch expl ai ns the reason he sold HPB' s stake in Parkway Hol di ngs.

Par kway runs the Munt Elizabeth and Eastshore hospitals in Singapore, as
wel |l as the d eneagl es hospital chain which operates in several regiona
countries including Mal aysi a, Singapore, |Indonesia, and India.

HPB' s stake in Parkway was thought to be a feather in Mkhzani's cap,
besides giving hima toehold in the regi onal healthcare scene.

"Froma corporate point of viewit would have made nore sense for
Par kway, which is a regional player, to own Hospital Pantai but it was the
ot her way round,' said Mkhzani. “Then when | got involved in Hospital
Pantai, | felt rightly or wongly that the group was | osing ground in
Mal aysia to the conpetition and d eneagl es was part of the conpetition.'

This led himto certain conclusions. | didn't feel confortable in ny
own hone market so | didn't want to expand overseas until | fortified ny
position here. So | turned the priority into wanting to be a solid player
inthe forefront of healthcare in Ml aysia before | go overseas.'

In the neanti me heal thcare services, while inportant to Tongkah's
bottom i ne, are not expected to be as profitable as its interests in
manuf acturing and the newly set-up financial services armunder HPB

At present manufacturing activities contribute the nost to Tongkah's
turnover, but in terns of net profit Mkhzani believes finance and
st ockbroki ng may match the profit contribution from manufacturing.

"We are convinced finance and stockbroking will contribute far nore than
heal t hcare, but the healthcare business will be nore of a steady incone
flow Like sonmeone said, it's recession proof, in fact in this kind of
stock market a | ot nore people are coming to the hospital,' he | aughs.

The restructuring of Tongkah and HPB has thus far proceeded snoothly,
and the full benefits of the exercise are expected to be seen by the end
of the next financial year ending Jan 31 1999. Tongkah's profits are
projected to grow by 30% while HPB, benefitting fromthe change in
busi ness, is expected to register a three-fold increase in profits.

Wil e the restructuring places Tongkah and HPB in the enviable - or
ri sky dependi ng on how one | ooks at it - position of being debt-free and
cash-rich at a time when share prices are |low, the exercise nonethel ess
al so marks the beginning of a consolidation stage for Mkhzani

He says that for the next two years, Tongkah and HPB wil| just
concentrate on their existing businesses, and will not be in the market
for buyi ng conpani es.

"W are very cautious and very careful about what's happening,
especially in this market condition. | think the best thing to do is
consol i date and not indul ge in any spending spree.'

That dashes the chance of a bank or insurance conpany joining HPB' s
fi nance and st ockbroki ng busi ness anyti ne soon. Mdkhzani says rather than
turning HPB into a “financial supernmarket', he'll be satisfied with just
having a “financial mni nmarket'.

“Just between the finance conpany and the stockbroking conpany itself we
shoul d be able to do nost of what we want to do, short of deposit taking
capabilities. So for the nonment, we're just looking at this two,' he says.

By the end of the year enployees of Tongkah and HPB woul d have j oi ned
their boss in the new group headquarters, but by that tinme, Mkhzani's
portfolio would have expanded to include a third public listed conpany.

A Tongkah subsidiary, THB Industries Bhd, is scheduled for listing on



the KLSE nmain board by end 1997. The Penang-based conpany is a
manuf act urer and distributor of high precision tools and dies, noulds,
jigs and fixtures, with a customer base of nostly nultinational

sem conduct or and consuner el ectroni c conpani es.

The present bearish sentinments on the KLSE are not expected to have much
of an inmpact on THB Industries's |isting exercise.

"We have plans for THB Industries, so if we can get a reasonabl e
subscription for the public offer there's no reason not to go ahead with
it. The public offer is very small anyway so | don't think it will be very
difficult toget it fully subscribed,' explains Mkhzani.

O the total offer for sale of 12.26 mllion shares at RW2.50 each, only
4.2 mllion shares are available for public subscription. Another 5.34
mllion shares have been reserved for governmnent-pi cked Bum putera
investors while 1.8 mllion shares go to the conpany's existing Bum putera
shar ehol ders. The bal ance of 912,000 shares is divided between the
di rectors and enpl oyees of THB I ndustri es.

Mokhzani conmes across as being very confident on the business outl ook of
THB I ndustri es.

"THB I ndustries is a very very high tech conpany, specially geared
t owar ds suppl yi ng and supporting nultinationals especially in the
el ectronics sector. Looking at what the governnent wants, this is exactly
the type of industry they like. We don't enploy nmany people, in fact al
of themare highly skilled, in terms of productivity their contribution to
the conpany's bottomline is very high,' he adds.

"As for the currency crisis, | think alot of nultinationals will take
this opportunity to invest further in their plants here; in fact we are
al ready seeing sone new projects,' Mbkhzani says, adding that THB
Industries is also pretty nmuch insulated fromthe effects of a weak
ringgit.

On the face of it, it appears Mdkhzani has nopbst of his bases well
covered. Security guards nay yet outnunber enpl oyees at the new group
headquarters, but by this tinme next year, the visitors' book m ght well
show a roll call of corporate big shots calling on Mokhzani Mahathir's
huge office on the second floor of THB Sat u.
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