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Govt reviewi ng plan to acquire LRT operations (HL)

Franci s Fer nandez

A RETH NK by the Government of plans to acquire the assets of Kual a
Lunmpur's two light rail transit (LRT) operators for RVb.5 billion may have
to take into account the interests of the projects' |enders.

It was the Governnent's backing that hel ped convi nce banks of the
projects' viability and their | oans exposure to the two conmpani es deserves
to be addressed, anal ysts said.

Prime Mnister Datuk Seri Dr Mahat hir Mhamad sai d yesterday that the
acqui sition of the LRT operations of Projek Usahasama Transit Aliran
Ri ngan (Putra) Sdn Bhd and SistemAliran R ngan (STAR) Sdn Bhd woul d be
revi ewed.

"We are studying to see whether we should buy or not (the assets) or
whet her we shoul d find sone ways of naking the operations viable," a
Ber nama report quoted hi mas saying

The reason the LRT services are not financially viable is because the
operators were not allowed to charge a full fare as this woul d have pl aced
a big burden on the public, he said.

"I'f they are allowed to charge the full fare, they will be very
successful because the ridership of Putra, for exanple, is very high
al nost three nmillion passengers a nonth," he said.

The Prime Mnister was speaking in Rawang at the | aunchi ng of a nonorail
train made by | ocal conpany Ml aysi a Technol ogy Sdn Bhd (MMIT) for the KL
Monorai |l project.

The acqui sition of the assets forns the first part of a conprehensive
plan to overhaul the city's transport system

Anmong t he | ocal banks that has some formof exposure to the projects are
Commer ce | nternational Merchant Bankers Bhd, Phil eoAllied Bhd and RHB Bank
Bhd.

The Governnent had | ast year said it would take over the assets of Putra
and STAR and finance the exercise via a series of five- to 15-year
government bonds that carry a coupon rate of between 5.8 and 7.2 per cent.

Payment fromthe Government was to have been made in April, but an
ext ensi on was sought. Banki ng sources said the new June 30 deadline to pay
of f the I enders mi ght now be m ssed as well due to technical reasons.

As for a reviewof the acquisition, they declined comment pendi ng
further details.

"Let things get alittle clearer,” a bank official said when contact ed.

One question is whether the Governnent is thinking of noving directly to
t he next phase of the original proposal to consolidate Kuala Lunpur's
transport system

| ndustry sources said two proposals on the matter have in fact been
submtted to the relevant authorities.

One involves inviting tenders for the takeover of the LRT operations and
the other the setting up of an entity to nmanage Kl ang Valley's public
transport system

The second proposal woul d see bus conpani es nergi ng and their assets
injected into a transport corporation prior toits initiation of a
managenent buyout of the LRT assets.

The bus conpani es in question are Park May Bhd and I ntrakota
Consol i dat ed Bhd, the forner owned by Renong Bhd and the latter is a
subsi di ary of DRB H COM Bhd

Park May operates bus services throughout the Kl ang Vall ey while



Intrakota serves the Kual a Lunpur and Petal i ng Jaya areas.

A finance nanager close to one of the LRT operators said the two
networks are in fact operationally viable, but their bottomlines are
bei ng adversel y af fected by hugh repaynents of the projects’

i nfrastructure devel opnent costs.

He contends that the operators should not be nade to bear these costs as
even i n the devel oped countries, governments normally assume a big part of
t he burden.

There is a case for the authorities to assunme the debts and then all ow
the LRT operators to manage the operations, he added.

On the local ly-produced nonorail train, Dr Mahathir said the original
plan was to inport it but the Governnent was so inpressed with the
prototype train produced by MMI that it changed its m nd.

MMI chai rman Davi d Chew said that the train produced by his conpany is
50 per cent cheaper than an inported one.
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