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GOVERNMENT OFFERS TO TAKEOVER UEM

By: Mohd Arshi Daud and Mohsin Taib

KUALA LUMPUR, July 23 (Bernamm) -- The government, via its investnent
arm Khazanah Nasi onal Bhd, today offered to take over United Engi neers
(Mal aysia) Bhd (UEM, a unit of debt-ridden congl omerate Renong Bhd.

Through its wholly-owned Syari kat Danasaham Sdn Bhd, a special purpose
i nvest ment vehicl e, Khazanah Nasi onal today served a notice of conditional
voluntary offer to the board of directors of UEM

It offered to buy 99.78 percent of UEM shares or 815, 303, 483 shares of
50 sen each at RWA.50 a piece cash and 98.84 percent of UEMwarrants or
98, 053, 203 warrants at 40 sen per warrant cash.

Danasahamis al so offering to acquire all new ordi nary shares of 50 sen
each in UEMthat may be issued pursuant to the exercise of any offer
warrants in UEM

Khazanah al ready owns around 0.22 percent or 1.773 million 50 sen
ordinary shares in UEM and about 1.16 percent or 1,151,600 UEM warr ants.

News broke |ast week that the governnent is taking over the Renong
group. Shares of UEM and Renong, suspended since July 18 pending an
announcenent, were |ast quoted at RMB.56 and 80.5 sen respectively.

Danasaham s takeover offer is at a 26.4 percent prem um above UEM s
shares pre-suspension price and a 52 percent discount over UEM s warrants
price of 83 sen.

Renong controls 37.92 percent of UEM while UEM has a 32.6 percent stake
i n Renong.

Renong, saddled with RML3 billion in debts, has interests in
construction, highways, hotels, banking and property devel opnment.

Prinme Mnister Datuk Seri Dr Mahathir Mohmanmad | ast week hinted on the
gover nment taki ng over Renong when he told the nedia that the governnent
was | ooking for a solution to Renong's financial woes.

Announci ng Danasaham s takeover offer today, nerchant bankers,
Aseanbankers Ml aysi a Bhd, said Danasaham has no intention to revise its
of fer prices.

It also said that Danasahamintends to delist UEM fromthe Kual a Lunpur
St ock Exchange foll owi ng the successful conpletion of the voluntary offer.

To delist UEM a giant infrastructure group, Khazanah needs to have at
| east 90 percent control of the former.

Anal ysts believe that Khazanah woul d not face much resistance to neet
this ceiling because Renong and the Enpl oyees Provident Fund (EPF) are said
to be willing to accept the offer.

The EPF and ot her governnent-linked agencies are estimated to own 13
percent of UEM

One anal yst said with Danasahamfirmy stressing that it would not
revise the offer, investors would have their hands tied and woul d have to
accept the RWA.50 price.

"Wth limted funds, the government has indicated that the offer wll
be a take it or leave it thing," he said.

"Whil e the market was expecting a RVb per share offer, investors now
have to contend with just cutting their losses (with the RM4.50 offer),"” he
sai d.

Sonme anal ysts had even put UEM s val ue at way above RMLO a share.

A fund manager nmeanwhil e said the offer has rai sed question marks
surroundi ng the UEM Renong group.

They incl ude whet her the governnment would stay firmon (UEM s former



vice chairman) Tan Sri Halim Saad's put option obligation; on when the
government woul d take over Renong; and even whet her the governent woul d
take over other troubled corporate groups.

There are so many unanswered questions and details fromthe offer are
not sufficient yet, he added.

Halim had in 1998, commtted to a RVB.2 billion put option to buy 32
percent of Renong's paid-up capital from UEM

Halim a controlling sharehol der of Renong has only paid RMLOO m|lion
as the first instalment of the put option.

"If Khazanah is firmin asking Halimto honour the option, the market
woul d not deem the takeover of UEM as a bail out exercise.

"As long as the market sees that the governnent is abiding by corporate
governance in the deal, then that should be alright,"” said a dealer.

He al so said that UEM s takeover m ght be a prelude to the governnent
taki ng over of Renong as hinted by the Prine Mnister |ast week.

"We are quite surprised that the government is taking over UEM and not
Renong initially. Maybe Renong's problemis too conplicated, too nessy.
Maybe the government is doing it stage by stage," he added. -- BERNANA
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