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Speci al purpose vehicle to assunme control of Renong? (HL)

Shahri man Johari

A SPECI AL pur pose vehicle will be created to assune control of the Renong
busi ness enpire and restructure its nountai n of debts to shield | ocal
banks and investors froma potential collapse of the group, sources say.

A teamof professionals is working out the plan whichis likely to | ead
to the exit of Renong Bhd's controlling stakehol der and executive chai rman
Tan Sri Halim Saad fromthe group, they said.

"And it will all be done w thout tapping into public funds."

Transl ated, this coul d nean the special vehicle will raise funds for the
t akeover by issui ng debt papers that are backed by the Governnent, with
the entire exercise estimated to cost up to RV billion.

Pengur usan Danaharta Nasi onal Bhd's rmanagi ng di rect or Dat uk Azman Yahya
is assisting in the plan's inplenentation.

"Dat uk Azman Yahya i s not going to head Renong or United Engi neers
(Mal aysi a) Bhd (UEM (as had been specul ated by t he narket).

"He i s however assisting a government agency, as part of his portfolio
as t he managi ng di rector of Danaharta, to take over the group which will
lead toits eventual restructuring," said Nora Shah, Danaharta's assi stant
general manager of the conmunications unit.

The schene i s expected to be structured along the |ines of aleveraged
buy- out where the cost of acquisition will be | ess than the val ue of
asset s bei ng purchased. And any debt incurred fromthe exerci se woul d be
repai d when the assets' value is realised.

It is understood that the teamhas started negotiations with Halimbut
it is not clear howhis existing RVMB.2 billion debt to UEMwoul d be
addressed under the plan, the sources said.

Cont act ed by Busi ness Tines yesterday, Halimsaid he had nothing to say.
O ficials of Khazanah Nasi onal Bhd | i kewi se decl i ned conment when asked i f
t he agency was involved in the schene.

"For the nmoment, no comment," sai d Khazanah's seni or general nanager
Dat uk Anuar Aji.

Ber nama neanwhi |l e quoted Prime M nister Datuk Seri Dr Mahat hir Mohanad
as saying that the Governnment has been searching for a solution to
Renong' s fi nanci al probl ens.

"If people want to do sonet hing about this, then go ahead... if it is
profitable to the Government, seronok juga (it's exciting).

"When you tal k about debt, you have to tal k about assets also. If its
debt exceeds assets, thenit is foolish to buy. But if the assets are
underval ued... and if you can rel ease the asset value, then it woul d be
wort hwhile," Dr Mahathir said in Putrajaya.

The Prime M nister noted that Renong's financial woes m ght have been
wei ghi ng on the stock market, and if the conpany were to be renoved from
the market, "it m ght do something to help the KLSE".

Anal ysts have said that the Governnent woul d need to step in to untangle
Renong' s affairs as the group's col | apse woul d have knock-on effects on
the country's |l enders and institutional investors.

In 1999, Projek Lebuhraya Utara Sel atan Bhd (PLUS) issued RMB. 4 billion
wort h of zero-coupon bonds in a back-to-back arrangenent to repay
creditors of Renong and UEM

Renong and UEM now owes the toll hi ghway operator this anount, whichis
growi ng at a conpounded rate of 9.4 per cent a year. At the bonds'
maturity in 2006, RML6 billion is due to PLUS.



The two conpani es had planned to rai se funds fromasset sal es to neet
its obligations, but have been slowin doing so, anal ysts have sai d.

PLUS itself would not be in a position to redeemthe bonds as its
cashfl owfor the next five years is conmtted to repayi ng noney raised to
finance construction the North-South Expressway, they said.

A default woul d i npact banks and i nsurance conpani es, and ot her hol ders
of the bonds. It is believed that Khazanah and Kumpul an Wang Anmanah Pencen
own a conbi ned 20 per cent of the papers.

Shares of UEM and Renong wer e suspended fromtradi ng on Wednesday, and
specul ation has been rife that a takeover of the group was being
engi neered. UEMtold the Kual a Lumpur Stock Exchange that a "major
transacti on” woul d be announced on Monday.

( END)



	Special purpose vehicle to assume control of Renong? (HL) (NST 20/07/2001)

