17/ 10/ 2001
Effective Cap yet to file 2000 accounts with ROC

Shahri man Johari

EFFECTI VE Capi tal Sdn Bhd, whi ch managed the transfer of Ml aysi an shares
from Si ngapore's over-the-counter nmarket and is reported to be under a
government probe, appears not to have yet filed its financial accounts for
the year to Decenber 31 2000 with the Regi strar of Conpani es (ROC)

A check at the registrar only found accounts for the 1999 fi nanci al
year, dated May 26 2000, whi ch showed that the conmpany posted a profit
after tax of RVb.46 million. The profit was mainly due to a tidy RML2. 82
mllion profit made on t he sal e of shares previously traded on Si ngapore's
Central Limt O der Book (CLOB) market which it bought in 1999.

Control | ed by Singaporean busi nessman Akhbar Khan, Effective Capital
initially made a cash offer to buy all CLOB shares in April that year
This was criticised by sharehol ders who pointed out that the offer was on
average a 50 per cent discount to prices onthe | ocal stock market then

When the of fer cl osed about two nonths later, only 359 out of 172,000
account hol ders accepted to sell 9.18 nillion shares for a total of
RML1. 15 million

It appears that Effective Capital managed to sell the shares for nore
than double the price it had originally paid for them

"The cash of fer was financed by a termloan of RML1. 15 nillion.
Subsequent |y, the conmpany entered i nto an agreenent on Decenber 29 1999 to
di spose of all the shares resulting in again of RML2.82 nillion," the
conpany said in a note to its accounts.

The conpany did not identify the buyer but said that a "corporate body"
owed it RM23.49 nmillion which was part of the proceeds fromthe CLOB share
sal e.

Effective Capital cane into the limelight two years ago when it was the
first private conpany that offered a solutionto repatriate the shares
Its offer had rai sed eyebrows because the little-known conpany proposed
to buy the shares, estinmated to be worth nore than RMLO billion at the
tine, at a steep discount and in cash.

The shares, formerly traded on CLOB, had been frozen si nce Sept enber
1998 after Mal aysi a i nposed sel ective capital control neasures.

Ef fecti ve Capital managed to brush aside rival offers fromuUnited
Engi neers (Mal aysi a) Bhd, Tel ekom Mal aysi a Bhd and a conpany control | ed by
the Negri Senbilan royal famly, to secure rights fromMal aysi an and
Si ngapor ean authorities to manage the stocks' repatriation

It was reported that a financial audit on Effective Capital has been
ordered by Prime Mnister Datuk Seri Dr Mahat hir Mohamad as part of an
i nvestigation into the business affairs of Khan

The report added that Effective Capital nade al nbost RML80 million in net
profit fromcharging a 1.5 per cent fee on the shares' price as at
February 15 2000.

When asked about the probe, the Prime Mnister yesterday said that it is
aroutine audit on sonething that interests the Governnent.

"W are | ooking at all compani es. When necessary, we do an audit. It is
a nonal thing," he told newsmen after | aunchi ng Pernodal an Nasi onal Bhd's
new unit trust Amanah Saham Nasi onal 3 | nmbang i n Kual a Lunpur.

Dr Mahathir said nowthat the CLOB issue has been concluded and t he
shares have been transferred, the Governnment wants to know what wil |l
happen next.
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