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MAS pl an comon practice: Anal ysts

Wendy Lim

THE pl an by Mal aysia Airline System(MAS) to sell its aircraft to a
speci al l y-created conpany and | ater | ease themfromthis conpany i s not an
unconmon practice within the industry, anal ysts say.

"It is ausual practice for airlines to sell their aircraft and | ease
t hem back for various reasons. Mst Associ ation of Sout h-East Asian
Nations airlines have sold an aircraft or two for quick refinanci ng under
the current economc situation," said M Sanjeet Devgan, an analyst with
Hong Kong-based Prudential Bache.

He said recently, Singapore Airlines sold sone of its aircraft. But this
was not to raise funds; rather, to lock in a good sales price for aircraft
earmarked for sale.

What is rather unusual about the MAS' proposed restructuringis that it

reportedly plans to sell all its aircraft to MAS Capital, a new y-created
conpany to be based i n Labuan
If this was what the Mal aysian carrier is planning to do, "it would be a

first for the industry", Devgan said

The Asian Wall Street Journal had reported that Mal aysia Airlines
executive chairman Tan Sri Tajudi n Ram i was pl anni ng to borrow agai nst
the carrier's aircraft to raise funds that woul d be used to settle
personal debts.

The report described the proposal restructuring as "conpl ex" and
"notable for its innovation" but "foll ows the pattern of other recent and
wi dely-criticised corporate deal s that have been benefiting Ml aysi an
busi nessnmen and tycoons”.

Prime M nister Datuk Seri Dr Mahat hir Mohamad had sai d he saw not hi ng
wrong with the proposed restructuring and that the idea to sell and | ease
back aircraft was not a foreign practice to airlines.

According to the report, Tajudin would sell the entire aircraft fleet.
MAS Capital, which he owns, will then | ease the aircraft to the airline.
The pl anes are expected to be acquired at book val ue, estimated at RML4
billion at the current exchange rates.

MAS Capital was expected to take on fresh | oans to refinance the
aircraft and will not be nerely a | easi ng conpany.

Taj udi n, according to anal ysts have hinted on a restructuring for MAS as
early as January as the airline plans to raise RVB. 271 billionin a
restructuring exercise to part-finance the purchase of its new aircraft.

Anal ysts contacted by the Business Tinmes, while rem nding that the
proposed restructuringis inits initial stage, said the deal |ooks
wor kabl e on paper. But much will depend on the selling price of the
aircraft and the | ease agreenents.

Nonet hel ess, the anal ysts said the full details of the proposal nust be
nmade transparent in order to convince sharehol ders and the i nvesting
public that it was not neant to bail out Taj udin.
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