18/ 05/ 2000

Bai |l out is not what we do

THOSE who accuse Mal aysi a of harbouring a passion for bailing out ailing
conpani es, especially those with heavy political connections, forget that
this was the country that woul dn't be bail ed out by anybody. During the
Asi an financial crisis, which sawthe International Mnetary Fund (1 M)
bai |l i ng out Sout h Korea, | ndonesi a and Thail and, Ml aysi a chose to fol | ow
its own prescriptions and adopt its own neasures. The | MF woul d have
ordered many Mal aysi an conpani es to shut down and put hundreds of

t housands of Mal aysi an workers out of a job, like it didin those
countries it "aided".

Such neasures woul d have put the country in a worse shape and woul d have
even | ed to wi despread enotional backlash fromthe citizens, which was
what happened in one of the countries that went to the | M= for hel p during
the crisis. In lndonesia, South Korea, and Thail and, thousands of
"inefficient" banks and conpani es were ordered shut and, accordi ng to sone
estimates, 20 mllion jobs were |lost as a result. Ml aysia chose a totally
different route: It set up Danaharta Nasi onal Bhd (Danaharta), Dananodal
Nasi onal Bhd (Dananodal ) and t he Corporate Debt Restructuring Schene
(CDRC) to help corporations deal with their | osses, which were largely the
result of the crisis and not necessarily because of i nconpetence. The
i npact of such a neasure has been very, very encouragi ng.

As at the end of Decenmber 1999, the CDRC had succeeded in resol ving the
debts of 16 conpanies, anmounting to RM31.1 billion. Danaharta has achieved
a recovery rate of 80.2 per cent on the RML7. 61 billion of |oans and
assets that it had either restructured or disposed of as at end 1999. By
Mar ch 1999, Dananpdal had recapitalised 10 banking institutions at a cost
of RWF.89 billion.

Khazanah Nasi onal Bhd's intention to buy a stake in Time dot Com one of
t he conmpani es under Tan Sri Hal i mSaad' s massi ve stabl e whi ch i ncl udes
debt-ri dden Renong, is just the |latest case in hand where the CDRC, an
agency set up by the Governnment, has worked with a conpany to restructure
its debts. If the Governnment had wanted to bail out Time dotCom it could
have done so much earlier without having to wait for the CORC to broker a
deal that invol ved Singapore Tel econmuni cations Ltd (SingTel). Ooviously,
this was not the case. Khazanah, in fact, is only in the picture because
Sapura (together, it is believed, with sonme other creditors of Tine
dot Com) was not happy with the SingTel - CORC-Ti me Engi neering proposal. The
fact that a |l ocal conmpany seens prepared and capabl e of bailing out Tine
dot Combut does not seemto be able to get the interest of the Tine dot Com
shar ehol ders woul d al so nake a conpel | i ng enough reason for Khazanah to
consi der comng to the rescue. There are enough commerci al reasons for
Khazanah to step in, given the potential and prospects of Ti ne dotCom The
i nterest shown by both Sapura and SingTel in the conpany i s proof enough
of that.

Sone people would still |abel Khazanah's nove as a bail out, except that
thistime Prime M nister Datuk Seri Dr Mahat hir Mohanad t ook t he words
right out of their nouths. They are not likely to be too happy about that.
But then again, sone of the big sharehol ders of Tine dotComare al so
unlikely to be too pl eased wi th Khazanah's deci sion to conme into the
picture. Halim for exanple, had been quite adanant about wanting Si ngTel
to be accepted as Ti ne dot Coml s strategic partner, especially given that
t he Si ngapore tel econs gi ant had val ued t he conpany about 20 per cent nore



than Sapura. The CDRCwill be | ess than happy, too, because it brokered
the deal. So woul d be the advisors to the creditors, who had been known to
be all out for the injection of SingTel's investnment dollars and vast
resources. Sapura nmay not be too happy about Khazanah being in the picture
now as it had counted on getting its proposal across to creditors and
shar ehol ders on June 8. Wth SingTel out of the picture, Sapura m ght have
fancied its chances since its proposal was the only one left to
restructure Tinme dot Com s massi ve debts.
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