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M SC to buy KPB assets, conpanies (HL)

Ji nmy Yeow, Francis Fernandez

MALAYSI A | nt ernati onal Shi pping Corp (M SC) in a surprise nove yesterday
has struck a deal with KonsortiumPerkapal an Bhd (KPB) to purchase from
the latter its shipping assets and conpani es.

Oficials fromboth conpanies insisted it was a strictly an arns-|ength
busi ness deal subject to due diligence and denied that it was a nove to
bail out KPB, which is controlled by Enci k Mrzan Mahathir.

M rzan, the executive chairnman of KPB, said although it was not an
opportune tine to sell the conpanies, his concern was for the | ong-term
i nterest of KPB.

He said the sale of the capital-intensive shipping business will help
i mprove KPB's capital structure and cash flow as well as help it to
concentrate on devel opi ng a conpetitive regional |ogistics network.

M rzan said KPB's debt equity ratio which is nore than two tines
currently will be reduced to "virtually zero" after the conpletion of the
transacti on.

He added that KPBwill be in a position to benefit significantly when
t he regi on' s economni c expansi on resunes, resultingin better returnsto
its sharehol ders.

Under the nmenmorandum of understandi ng (MOU) signed by M SC and KPB
yesterday, MSC will acquire the entire i ssued and pai d-up capital of
Paci fi c Basin Bul k Shipping Ltd, a wholly-owned subsidiary of KPB.

It will also buy fromKPB' s whol | y-owned subsi diary, PNSL Bhd, a 51 per
cent interest each in Asia LNG Transport Sdn Bhd (ALT) and Asi a LNG
Transport Dua Sdn Bhd (ALT2), two new panamex bul k carriers which are
currently under construction and the entire assets of PNSL Bhd conpri si ng
ni ne ships with a conbi ned tonnage of 242, 642 deadwei ght tonnes.

M SC w || assune the debts of US$200 million (US$1 = RW4.00) from
Paci fic Basin and US$100 of ALT and ALT2.

I n separate announcenents | ate yesterday, M SC and KPB bot h sai d t hat
the considerationto be paid by MSCfor its proposed acquisitions shall
be based on the adjusted net asset value of the respective conpanies
(i ncludi ng shipping assets as determ ned by a reput abl e i ndependent
valuer) less liabilities and shall be fully settled in cash by M SC.

KPB and M SC sai d they hope to sign the sal e and purchase agreenent upon
compl etion of the due diligence by M SC on or before April 20 this year or
at a later date if nutually agreed between the two parties.

Apart fromthe MOUw th KPB, M SC al so signed an MOUwith Petronas to
acquire the entire i ssued and pai d-up capital of Petronas Tankers Sdn Bhd.

The purchase will be via an i ssue of new M SC shares.

The purchase consi deration for Petronas Tankers shall be based on the
conpany's adj usted net asset val ue to be derived at based on the total
adj ust ed val ue of assets (including shipping assets as deternined by an
i ndependent val uer) less liabilities.

Upon conpl eti on of the acquisition of Petronas Tankers, Petronas which
currently holds a 29. 34 per cent stake in MSCis likely toincreaseits
equity to nore than 50 per cent in M SC

Petronas intends to seek a wai ver fromhaving to nmake a nandatory
general offer for MSC shares that it does not already own.

M SC chai rman Tan Sri Mohd Hassan Marican, who i s al so the president and
chi ef executive officer of Petronas, described the proposals as a good
deal for M SC and denied that it was to help "bail-out" KPB.



Gving the rational e of the proposals, Mhd Hassan said it will
transformM SCinto the country's | eadi ng shi powner and operator.

Central to the Petronas Tanker deal, it will see the consolidation of
all LNGtankers currently on charter to Petronas G oup under M SC and t he
consol i dation of Petronas's shipping requirenents whichwll result in
better coordination of the charter with Petronas Group and operating
efficiencies, he added.

As to why the KPB transacti on was for cash, he said: "W feel it's
better for that deal to be done in cash in order not to upset too nuch the
shar ehol ders' bal ance in M SC. "

Mohd Hassan added that the debt equity ratio of MSCis very |ow at
about 18 per cent.
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