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THE appoi nt nent of Datuk MJd Nor Yusof as managi ng director of Ml aysi an
Airline SystemBhd (MAS), is not entirely surprising.

After all, he is not exactly a conplete stranger to MAS. After
compl eting the nerger between Bank O Conmmerce (BOC) and Bank Bum putra
Mal aysi a Bhd (BBMB), Md Nor was appoi nted adviser to the Mnistry of
Fi nance (MdF). Industry sources say he was very nuch involved in seeking a
resolution to the ownership problemat MAS. That gave himthe opportunity
to understand the vari ous aspects of MAS' s operations and, in particular,
its financial position.

The MoF is the new mpjority sharehol der of MAS, taking over from Tan Sri
Tajudin Rami who sold his 29.4 per cent stake in the airline. On Feb 14,
2001, the MdF announced the appointnments of Tan Sri Azi zan Zai nul Abidin
and Md Nor as chai rman and nmanagi ng director of the national carrier
respectively. Both nen wasted no tine and net wi th senior nanagenent of
MAS on Feb 16.

It is learnt that both nmen have been given the nandate to restructure
the board which may see theminviting some prom nent foreign busi nessnen.
This, say the sources, will give MAS a higher international profile.

The sources al so say that they will continue to | ook for suitable
foreign partners for MAS. Earlier, Prine Mnister Datuk Seri Dr Mahathir
Mohamad had stated that the government was |l ooking to invite a foreign
partner to take up a stake in MAS

Ml Nor has seen through two nmergers in the banking sector. He was at the
helmin the nmerger between BOC and United Asian Bank in 1991. A year ago,
he headed the nerger between BOCC and BBMB. “He knows all there is to know
about change managenent,' says Gopal a Kri shnan, the head of Treasury at
EON Bank. "He is a good manager and very focussed. He knows what he wants
and howto get it done.’

However, those close to himfeel Ml Nor will remain a lowprofile
manager as he has al ways been.

MAS i s anpong the conpani es that have yet to recover fromthe 1997/ 98
financial crisis. Last year, the airline recorded a | oss of RW28.6
mllion, which is an inprovenent conpared to the RW00.1 mllion |oss
recorded as at end March 1999. The airline's profit and | oss statenment is
expected to ink red this year and next year.

The increase in oil prices since the second half of |ast year al so adds
on to MAS' s problens. The fuel bill, says an analyst, is expected to
i ncrease by about 20 per cent to RV2.1 billion inits current year of
operations. This is based on the price of US$ 34 per barrel of crude.

The core airline business remains good with an average passenger | oad
factor of 77 per cent as at end Septenber |ast year. However, the excess
revenue fromthe international operations is not enough to cover the | oss-
maki ng donestic operations. It was reported that MAS | oses RML nmillion a
day fromits donestic operations, which works out to RM360 nillion a year.
Stripping out the donmestic operations, MAS woul d probably have reduced
| osses in 1999 and nade a slight profit for the financial year ended March
2000.

Sources say Ml Nor is planning to rationalise the airlines' donestic and
i nternational operations. Wiile the cost of domestic travel will be kept
at a reasonable rate, the subsidy elenent will not affect its
i nternational operations' bottonine.



Not wi t hst andi ng any changes to the situation, Ml Nor will be forced to
make tough but fair decisions. But he has gone through such demands
bef ore.

Duri ng the nerger between BOC and BBMB, the hunman resource probl em was
threatening to be a sore point in the whole integration process. It is no
secret that staff of BBMB were feeling intimdated because they were being
acquired. But Ml Nor reduced the tension by showing his sincerity in
maki ng sure all staff were treated equally.

Dat uk Hal i m Muhamat, formerly the chief general nmanager and chi ef
operating officer of BBMB, recalls getting to know Ml Nor during the
merger. "It would have been quite easy for one to victimse staff from
anot her bank. But he (Ml Nor) was sincere,' says Halim who is now the
chief operating officer of the merged entity. "He nade real efforts to
show fairness in handling the matter. He was the driving force behind the
nmerger.'

Rosnah Dat uk Kamarul zaman descri bes Ml Nor as a hands-on person with a
good vi sion, superb human resource nmanagenent skills and generally, as a
good person to work with. Considering MAS has to reduce cost and becone
nmore efficient, Ml Nor's human resource skills will conme in handy.

Besi des donestic operations, MAS al so has to contend with its capital

expenditure (capex), estimated to be in the region of RML.9 billion for
2002. According to a local research house, MAS s operating cashfl ow of
RML.5 billion will be insufficient to fund the capex. In addition, the

research house contends that there are | oan obligations of about RML
billion next year.

On a brighter note, MAS can al ways depend on its aircraft sales and
| easeback programme to help inits fund raising. It is learnt that MAS has
23 planes that can be sold and | eased back. The total market value of its
pl anes, as at July last year, is RML2 billion, with borrow ngs of RW. 8
billion. Thus, MAS has the asset base to vault back into profitability
wi th sonme restructuring.

Ml Nor, a man with wi de-rangi ng experience, can be counted on to do
that. Hs early training at the Royal MIlitary Coll ege and experience with
two | arge banking mergers should be able to help himpull through. Before
his foray into the banking sector, he even had a stint in the New Straits
Ti mes Press Bhd as financial controller.

Putting MAS into a proper footing is essential for Ml Nor and the MF.
The conpany has the assets, it is nowleft to the nanagenent to make it
wor k.
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