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Uama in a spot over nmerger deal with RHB

Mai sara | smai

UTAMA Banki ng Group Bhd's nerger deal with Rashid Hussain Bhd (RHB) may
end up leaving Uama with a big hole in its account, or worse, losing its
banki ng busi ness conpl etely.

The board nenbers of Utanma are believed to have net Sarawak Chi ef
M ni ster Tan Sri Abdul Taib Mahnud | ast Friday night to decide on the fate
of the nerger deal with the nation's third-I|argest bank

The announcenent of the result is expected to be nmade as early as today.

According to a source close to the deal, the neeting was to determ ne
whet her Utama woul d proceed as planned and acquire RHB' s stake from
Mal aysi an Resources Corp Bhd (MRCB) and RHB executive chairman Tan Sri
Abdul Rashid Hussain or conpletely cash out of the banking busi ness.

The latter choice nmeans Utama will be selling its stake to RHB group and
cede control of the bank conpletely.

"The two banks woul d have to nerge, by hook or by crook," said the
sour ce.

Uama is the only bank yet to merge with an anchor bank, having m ssed
t he Bank Negara Ml aysia deadline to increase its shareholders' capital to
RWv billion by the end of last year. The bank's sharehol ders' funds
currently hover around RML billion

The bank had earlier conducted tal ks with Arab-Ml aysi an Bank Bhd and
EON Bank Bhd before starting negotiations with RHB | ast April.

Recently, Prime Mnister Datuk Seri Dr Mhathir Mhanmad had, in a way,
put pressure on the two banks to conclude their tal ks, saying that he
hoped the deal could be settled as soon as possible, preferably |ast week.

Talk was rife in the past few weeks on the unraveling of the
negoti ati ons between Utama and RHB foll owi ng the di sagreenent in pricing
and nmanagenent i ssues.

Abdul Rashid was reported to fix on a selling price of RM6 per share
while MRCB increase its price by RML to RWVA. 80 per share.

Last week, Utama was said to have had a board neeting but failed to
reach to a decision over val uations.

If Uama were to proceed with the nerger as planned, it would need at
least RML. 74 billion to fund a general offer triggered by its acquisition
of the conbined 46.6 per cent stake from Abdul Rashid and MRCB

This woul d be achieved by selling its shares to RHB Capital Bhd, the
parent conpany of unlisted RHB Bank Bhd, in order to raise the cash.

"But the (U am's) sharehol ders are not very keen on this plan as it
woul d | eave the bank with a very large liability, while Abdul Rashid wll
wal k off clean," the source said.

However, the other alternative should be equally painful, if not nore,
as it would see Sarawak losing its only banking arm as the sharehol ders
cash out and sell Uama to the RHB group

Uama is 51.8 per cent-owned by Cahya Mata Sarawak Bhd, the investnent
armof the State Covernnent of Sarawak.

Anal ysts said if the nerger does happen, one way or the other, its
i npact on RHB's operations is not expected to be as substantial as seen in
the merger of Bank Bumi putra (M Bhd and Conmerce Bank Bhd, or the Arab-
Mal aysi an group and MBF Finance Bhd. This is despite the nerger being
conpleted nore than a year later than the others.

"It is not going to be as big a nerger. Utama is small, and there is not
much overl appi ng of operations,” said a head of research at a foreign



research house.

Interestingly, the source said Utana may al so contenpl at econverting its
operations to an Islamc unit in order to retain its banking activity.

Unl i ke comercial banks, Islamc banks |ike Bank Islam (Ml aysia) Bhd
and Bank Miamal at Bhd are not required to mnerge.

Ut ama shares cl osed higher by 1 sen last Friday to RML.61. The counter
has | ost 29 per cent in 14 days as nervous investors sold off their
stocks. Meanwhil e, RHB cl osed unchanged at Rw. 31 and RHB Capital fell 1
sen to RWR. 58.
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