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VWHEN t he econonmic downturn hit the country in m d-1997, Kual a Lunpur

I ndustries Hol di ngs Bhd (KLI H) was anong t he corporate conpani es to feel
the heat.

KLIH s 60 per cent-owned subsidiary, Ml aysia Electric Corporation Bhd
(MEC), which harboured dreans of becom ng a maj or el ectrical appliances

pl ayer, founditself in the hands of Special Admi nistrators. After nonths
of scouring the local electrical appliances industry, the Special

Admi nistrators finally deci ded on a white knight; an unlikely one at that.
Anggun Pernai | ndustries Sdn Bhd, a nedi umsized el ectrical appliances
manufacturer, is taking the lead role in reviving MEC s fortunes. Anggun
Permai, together with Fi amma Hol di ngs Bhd, a main-board |isted conmpany,

si gned a conditional nenorandumof understandi ng with the Speci al

Admi nistrators to take over the operations of MEC|ast nmonth. The

menor andum provi des for the two conpani es to assune control of its

manuf act uri ng operati ons upon conpl eti on of a workout proposal.

Anggun Permai has stated that its inmediate task is to revive the

manuf act uri ng operations of MECin Ganbang, Kuantan. Towards this, the
conpany issued a statement calling on small- and medi umsi zed vendors to
participate in a vendor programe to support the manufacturing operations
i n Ganbang.

The vitality and drive shown by the young ent repreneurs of Anggun Per rai
are encouragi ng. But can the conpany revive the flaggi ng fortunes of the
financially bel eaguered MEC?

Anggun Pernmai is headed by 32-year-ol d Tengku Ngah Putra Tengku Ahmad

Taj uddi n who est abl i shed t he conpany five years ago with his 28-year-old
brot her, Raja Ariffadhila Tengku Ahnad Taj uddi n.

The task ahead is no child's play. MECis the biggest ever venture

undert aken by a | ocal conpany in the conpetitive electrical appliances

i ndustry. KLIH s 60 per cent stake in MEC was at one tinme val ued at RW50
m | 1ion. The ot her sharehol ders are Khazanah Nasi onal with 30 per cent and
t he Pahang State government with 10 per cent.

Sources say MECis saddled with liabilities of about RWOO million. And
to start its operations in Gambang, about RMBO million is needed. This

i ncludes the possibility of upgrading its production |ine.

The changes in the electrical appliances industry are so vol atil e,

especi al Iy for audi o vi sual appliances t hat manufacturi ng equi prent need
const ant upgradi ng. For instance, MEC s plant i n Penang was shut down | ast
nmonth and its equi pment, with a book val ue of nore than RMA million, was
offered for sale at only RMLOO, 000 because it was obsol et e!

MEC s two ot her plants outsi de Ganbang have been cl osed. Both plants

were |l ocated in Sel angor.

For Anggun Pernmmi, it's a col ossal task, even with Fiamma's support.

Fi nancial ly, the resources of both conpanies are likely to be stretched at
best, or insufficient at worst, in reviving the Ganbang pl ant.

Accordi ng to docunents obtai ned fromthe Regi stry of Conpani es, Anggun
Permai has a paid-up capital of RML.5 million. Besides Tengku Ngah and
Raja Ariffadhila, the other director i s Ahnad Kanal Yeop Kanaruddi n. The
conmpany recorded a turnover of RMB.91 million for the financial year ended
Decenber 1997. Its profit before tax was barely RVBO, 000.

As for Fiamm, the conmpany was listed on the nmain board two years ago
with a paid up capital of RWM2.12 nillion. For the financial year ending



Sept 30, 1998, the conpany sawits turnover reduced by 23 per cent to
RWB5.54 million. Its pre-tax profit fell even further fromRML2.69 nillion
in 1997 to R million | ast year.

I ndustry sources feel that Anggun Permai and Fiamma wi |l have difficulty
reviving the operations of MEC unless there is sone aid fromthe
government. 'Alternatively, theliabilities of the manufacturing

operati ons nust be absorbed by the government so as to all ow the new
managenment to start on a clean slate. Al trade creditors nmust be paid

of f," they say. " The new nanagenent cannot afford to be bogged down by
supply constraints.'

Besi des nmanuf acturing, Anggun Permai al so has the unenvi abl e job of

rebui l ding the MEC brand. "I n the el ectrical appliances industry, brand
nane is |ike the DNA of the product,’' says an analyst. 'It spells out the
culture, quality and background of the conpany behi nd the product.’

The nonths of closure has eroded MEC s narket share. Before its

troubl es, MEC used to conmand a respect abl e narket share for rice cookers.
But now t he market share has dwi ndl ed. Anggun Pernai, though, can take
confort in Fiamm al ready having a chain of retail outlets which
distribute electrical goods.

Anggun Permai will have to conpete with established nanes |i ke National
Panasoni ¢, Sharp and Pensoni ¢ who have been i n t he busi ness for the past
30 years. Moreover, the market for electrical appliances is so conpetitive
that margins are razor thin. Inrecent years, nmany | ocal electrical

appl i ances assenbl ers and di stributors have runinto problens or cl osed
shop.

Anong themis Neico Bhd, a Tai pi ng-based conpany previ ously known as
Sanyo Bhd. Tai pi ng Super Bhd's Low Bok Teck and his brothers took over the
conmpany fromits Japanese owners with the i ntention of establishing a new
line of electrical appliance products under the brand nanme of Nei co.
However, even before it coul d be | aunched on a grand scal e, the conpany
ran into difficulties, and has now been taken over by Li mKi mHong of
Surmur wang. Li mhas renamed Nei co, |-Bhd.

As for brand building, this will take time and require a huge effort
fromAnggun Permai and Fi amma. Tengku Ngah knows howdifficult it is to
bui I d up a brand nanme. Al though his conpany has been assenbling and

mar ket i ng tel evi sion sets under the Ni kombrand nanme for the past five
years, it still has along way to go before it is wholly accepted by the
domesti c market.

OnMng to the difficulty in penetrating the | ocal market, nmost of Anggun
Permai ' s products are for the export markets, nmostly third Wrld countries
and former USSR nmenber nations (now i ndependent, and regrouped as the
Russi an Federation, the Conmonweal th of | ndependent States and the Baltic
I ndependent States). Anggun Permai has substantial interest in

manuf acturing plants | ocated i n Russia, Uzbeki stan and Croatia in

particul ar.

The conpany al so does sone contract manufacturing for | ocal assenbl ers

of electrical appliances. MEC used to be one of its clients.

Tengku Ngah and Anggun Permai were | argely unknown until 1996 when

Tengku Ngah was part of Prinme M nister Datuk Seri Dr Mahat hir Mohanmad' s
entourage to Croatia. Hi s conpany al so took part in an exhibitionin

Zagr eb.

Sour ces say he caught the eye of the authorities during the del egation's
trade trip to Croatia. Sone in the industry were i npressed by Tengku

Ngah' s bol dness in venturing out in countries |ike Russia and Croatia

whi ch are viewed as new and uncertain markets. Tengku Ngah coul d not be
reached for comrent.

As for Fianma, the conpany is principally involvedin the manufacture



and di stribution of househol d el ectrical appliances under the El ba brand.
The conpany inports the bulk of its products and is sensitive to
fluctuations in the exchange rate. Fi amma was schedul ed to construct a
washi ng machine plant in Nilai |ast year but it shelved the project dueto
t he economi ¢ downt ur n.

The conpany is venturing into the information technology field through a
subsidiary. It plans to be involved inthe business of providing val ue-
added network data services.

Many suitors vied for the opportunity to revive MEC s fl aggi ng fortunes.
Before settling for Anggun Permai, the Special Adm nistrators had
approached Pensoni ¢, the npbst successful of the [ocal electrical
appliances players. It is learnt that the Penang-based conpany was
prepared to take over MEC s operations but not its liabilities. The
Special Administrators also had prelimnary tal ks with Neico, headed by
Ki m Hong, but no deal was done.

The jewel in MECis not the manufacturing plant but the 1,400 hectares

of land that comes along with it. The Pahang state governnent set aside
the vast tract of land for the devel opnent of MEC City at a cost of RWM
billion. It was supposed to have been the one-stop international trade
centre for made-in-Mal aysia electrical appliances. MEC Gty was al so
supposed t o have sparked of f the devel opnent of the Eastern Corri dor.
KLIH is said to have been keen on devel oping the I and i n Ganbang, a nove
whi ch woul d have filled up the conpany's order books for the next 10
years. When the project was nooted in 1996, KLIH s earni ngs were projected
to grow at about 72 per cent per annum

Anal ysts say that this was one of the reasons that KLIH ventured into
the el ectrical appliances sector although there were no synergies withits
core activity of property devel opnent.

KLI H was badly hit by the recession and i s now undergoi ng a
restructuring process. Even if the conpany hits the coneback trail, it is
unlikely to play arole in the devel opnent of MEC City.

As for Anggun Perrmai and Fi amma, sources says both conpani es have to
prove their ability to revive MEC before they can get a slice of the pie
in the devel opnent of MEC City.
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