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Shooting for liquidity

Ri sen Jayaseel an

FOR A COWANY that has been in the red for three consecutive years,
convincing its shareholders to raise nore capital is an uphill task
especially in these tough tines. But that's just what ailing Dataprep
Hol di ngs Bhd hopes to do.

The conmpany needs RVbO million froma rights issue to punp |ife back
intoit. If successful, the conpany's sharehol ders' fund deficit of
RV36.04 mllion as at March 31, 1998, will be w ped out and nmost of its
borrowi ngs retired. Dataprep reported a pre-tax loss of RMB.8 million for
the financial year ended March 31, 1998, conmpared with a | oss of RV33.4
mllion previously.

Don't be surprised if the conpany's mnority sharehol ders take up the
rights offer which is slated for early next year. Reason: The possibility
of bagging lucrative contracts by year's end could push it back into the
bl ack.

At Dataprep's recent annual general neeting, officials forecast a
turnover of RML70 mllion for FY1999. Achieving that turnover is, perhaps,
not the problemfor the conpany. Becom ng profitable is. Dataprep managed
turnovers of RML53.8 million and RVMB4.06 million in FY1997 and FY1998
respectively, yet nmade | osses.

But now that Dataprep is under new managenent it nmay buck the trend

Late | ast year, Tan Sri Mhd Yusoff (chairman) and Apandi Dol | ah (chi ef
executive officer) vacated their posts. The resignation of Dr T S Lee, a
director, followed. Apandi was the owner of Solsis Sdn Bhd and Lee the
owner of Solsisnet Sdn Bhd before Dataprep took over those conpanies in
the early 90s. In return, they were gi ven managenent control of Dataprep
The posts of chairman and CEO are now filled by Mrzan Mahathir who was
appoi nted on Cct 31, 1997. Mrzan is believed to be one of the bigger

si ngl e sharehol ders of Dataprep. He has been an executive director of the
company since its listing on the second board of the Kual a Lunpur Stock
Exchange in 1991

More recently, Dataprep received a shot in the armwhen Yeoh Kee Pin was
brought in as its chief operating officer by Mrzan to turn the conpany
around. He has the credentials. Yeoh, 53, has a background i n accounting
and finance nmanagenent. He was one of the key figures in the turnaround of
the Multi-Purpose G oup between 1987 and 1991 and has been with various
organi sati ons, such as Sine Darby Bhd where he group financial controller,
Coopers & Lybrand, South East Asia Devel opnent Sdn Bhd and Upali (M Sdn
Bhd.

Yeoh says he took the job on one condition: If three nonths after his
appoi ntrent he found that the conpany shoul d be wound up, then the board
had to accept his decision

Yeoh was al so given a free hand to nake the changes he deened necessary,
and was assured of a minimmtenure of one year if after the three nonths
were up he found the conpany to be viable. It is now nore than seven

mont hs, and Yeoh says Dataprep is well on the road to recovery.

On the reasons for the huge | osses, Yeoh rules out illegalities by the
previ ous managenent. "Quite a lot of the assets Dataprep bought were not
as good as they were thought to be,' he says.

Also, in the last few years Dataprep had ventured into the retailing and
distribution of conputer equi prent which proved to be a bad i dea. Expl ains
Yeoh, "“They never had the infrastructure for this.'



A | ack of experience and insufficient credit control saw the conpany
incurring |l osses. “Wen dealing with systens integration, Dataprep's core
busi ness, the conpany didn't have to worry nuch about collecting its debts
as its custoners were well established entities |Iike Petronas, Celcom
Tenaga Nasi onal and Tel ekom It was different when they began selling to
smal | er conpanies and to individuals. Dataprep's bad debts and stocking
went haywire.' (Late |last year, Dataprep sold its retailing and

di stribution businesses, including PC Unlimted and Future Kids.)

Anot her reason for the | osses, explains Yeoh, was because Dat aprep

funded nost of its debtors with borrowings. That is, Dataprep borrowed to
pay its suppliers before it collected fromits debtors and in this way
raked up short-termborrowi ngs of RW5.7 mllion as at March 31, 1998.
“Actually that was okay because the margins were sufficient to factor in
the cost of borrowi ngs. But once the recession hit, the banks halted their
facilities to Dataprep. W were unable to take on new projects. Existing
suppliers who were not paid then stopped work on the projects. This, of
course, led to nmore problens as existing contracts could not be conpl et ed
and Dataprep could not get its full paynent. This was the state of the
conmpany when | came in,' says Yeoh

The first thing Yeoh did was to talk to Dataprep's bankers. | convinced
themthat Dataprep was still capable of carrying out its business and that
they woul d have a better chance of collecting their debts if they
continued Il ending to us,' he says.

Most of the banks agreed. Sone refused to | end nore noney but all owed
Dataprep to re-use the instal ments Dataprep was payi ng them

Next, he re-negotiated terns with Dataprep's suppliers, so that they

woul d be paid only when Dataprep was paid. Cients al so needed convinci ng
that Dataprep could resunme work as normnal

Wth Yeoh's hel p, projects that have been resuned include the RvV4

mllion Petronet - an information systemto |ink Petronas' |ocations
around the country, a human resource information technol ogy systemfor |BM
that was begun in 1994 and smaller projects for government agencies such
as SirimBhd and Hospital UKM

“Now our day-to-day operations are breaking even,' says Yeoh. However,

the conpany has | ost sone of its clients.

Even nore troubling, a petition to wind up Dataprep was filed in court

in March this year. A conmpany offering hire-purchase and credit facilities
cal | ed Sogl ease Advance (M Sdn Bhd had obtai ned judgnment agai nst Dat aprep
for noni es owed as guarant or

Yeoh says he wasn't willing to pay at first as he needed nore tine to

| ook into the whether the guarantee was | egally binding on Dataprep but
deci ded otherwi se. "W were tendering for a nunber of projects and didn't
want this kind of bad publicity to affect our chances.' Dataprep has
settled the outstandi ng anount - al nbst RMb00, 000 - and the petition has
been struck off.

Anong the projects that Dataprep are | ooking to secure is a snart schoo
initiative with the Mnistry of Education, which Yeoh is confident of
securing. Sol sisnet, a wholly-owned subsidiary, has applied for MSC status
and is on the verge of receiving its certificate, says Yeoh.

M rzan too is hel ping Dataprep get back into shape. Al though he has been
an executive director of the conpany since its listing, he did not oversee
the daily running of Dataprep and was instrumental in changing its
managenent. "As a person with a keen interest in IT, Mrzan is providing
Dataprep with its direction,' says Yeoh.

He adds, "Mrzan is able to defend contracts that have been awarded to

Dat aprep. Mrzan's personal assurances to our clients hel ps clear doubts
they may have about Dataprep's viability.



Much depends on Dataprep's ability to win the contracts that will bring
inthe RML70 nmillion or so in turnover. Says Yeoh, "W have tendered for
many projects, and if we can get sone then we can turn around the conpany
whi ch has been in a break-even situation in the first half of this year.'
The conpany itself has no dearth of talent, says Yeoh. “They are a
creative and tal ented bunch.

WIIl a rights issue by Dataprep succeed? It has a paid-up capital of
RVM31.9 million and its market price is around RM2.08 a share. Anal ysts say
that if the conpany nanages to secure some projects, its share price may
rise. This may nmake it easier to raise the RMbO million it wants.

In the worst case scenario, if Dataprep is unsuccessful inits bids for
nmost of the projects, then the conpany's future coul d be bl eak,
considering its high | evel of borrow ngs and its sharehol ders' fund
deficit. "In such a situation, the best thing for Dataprep would be for it
to propose a restructuring schene to its creditors,' says an anal yst.



	Shooting for liquidity (NST 01/12/1998)

