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| WK needs hefty capital outlay to inprove services

Kamar ul Yunus

| NDAH Wat er Konsortium (1 WK) needs extensive capital investnments for
upgradi ng and i nprovenment of its services, but the national sewerage
company is finding it difficult to raise funds due to consuners
unwi | I i ngness to pay for the services, a government official said.

According to the official, the main issue in the privatization of the
sewerage services is related to the high cost of providing the services
and the unwi |l lingness of consuners to pay the actual cost for the services
render ed.

"Cenerally, consuners are unwillingly to pay for the services which have
been hitherto heavily subsidi sed by the CGovernnent.

"What is not understood by the consunmers is that inprovenents can only
be undertaken with extensive capital investnents and upgradi ng of
services," the official told Business Tines.

In this regard, the official said greater efforts will be undertaken to
i ncrease public awareness on the inportance of cost delivery of the
servi ces.

"The CGovernment has al so undertaken a conprehensive study on the
privatization of the sewerage services to explore possible funding options
as well as to further inprove the service delivery,"” the official said.

The official said this in response when asked what steps will be taken
by the Governnent to prevent it from making the same m stake when it first
privatized | W

The Governnment has not dism ssed the possibility of handing over the
nati onal sewerage conpany to the private sector after taking over the
conpany two years ago

In Cctober last year, Prinme Mnister Datuk Seri Dr Mahat hir Mhamad had
said that several conpani es have expressed an interest in taking over |IW

He had said that the Governnent has set a condition that the interested
conpany rnmust be willing to bring in its own investnent and shoul d not
depend on the Governnent for finanical assistance.

"The cost is very high. It runs to about RVB billion to RMLO billion
over a period of tinme... 10 years. So if you know anyone who has RMLO
billion and wants to invest, let nme know," the Prinme Mnister had said.

According to the official, the Economic Planning Unit in the Prine
M nister's Department had received proposals from several conpanies,
either to take over WK or its managenent and operations.

"As these proposals are currently being evaluated, the identity of the
i nvol ved comnpani es cannot be reveal ed.

"The initial proposals fromthe interested conpanies are still being
eval uated and there is no deadline as yet for the bidding since no
i nvitations have been issued for the subm ssion of proposals to takeover
VWK, " the official added.

On the criteria which nust be net by conpanies interested to takeover
t he managenent of |IWK, the official said stringent financial and technica
evaluation criteria will apply, simlar to that of other privatization
proposal s.

"Additionally, as indicated by the Prine Mnister, interested conpanies
nmust have the financial means to invest in heavy capital outlays for the
upgradi ng of sewerage services," the official said.

One of the conpanies which has indicated its interest to take over the
managenment of WK is Miulti Vest Resources Bhd (MVRB) which is headed by



Tan Sri Megat Junid Megat Ayub, the former Donestic Trade and Consurmer
Affairs Mnister

Inits statement to the Kuala Lunpur Stock Exchange on January 3 2002,

t he conpany said the Governnent had issued a letter of intent to a wholly-
owned Mal aysi an consortium conprising MWRB and N | anas Corp Sdn Bhd for
the acquisition of the entire issued and pai d-up share capital of |IW

M/RB said that the prosposed acquisition was subject to the subm ssion
of a detailed proposal to the Government.

The present two players in the consortiumwere anong the three entities,
including UK's third-Iargest water conmpany, Thanmes Water Plc, which failed
in an earlier bid to acquire the entire stake in |IW

In August 2001, the three conpanies, which make up Puas Emas Sdn Bhd,
had made a bid for the acquisition which was rejected | ast nonth.

Foll owi ng the proposal, it was allowed to conduct a due-diligence review
on WK and was required to submt a detailed technical and financi al
pr oposal

Until its venture to acquire the national sewerage company, MRB was
primarily involved in oil palmcultivation and processing, with a tota
pl anted area of nore than 3,000ha, according to conmpany details sourced
fromthe | ocal bourse website

M/RB, whi ch began as a rubber plantation conpany, had over the years
ventured into property devel opment and investnment with its primry asset,
Pl aza Best World, a shopping conpl ex in Johor

VWK was set up in 1994 to take over operations of the country's sewerage
system from 144 | ocal authorities for 28 years. Since its inception, the
conpany had changed hands three times.

In June 2000, the Governnent purchased VWK fromPrime Utilities Bhd, its
previous owner, for RMI92 nmillion and had injected RW25 nillion in
support |l oans to keep the company afl oat.

| WK had accumnul at ed debts amounting to hundreds of millions of ringgit.
It was reported to have registered | osses of RVMB2.22 nmillion in the year
up to April 2000, while accunul ated | osses stood at RVM332.86 million

To keep track on outstanding arrears by its consuners, the nationa
sewer age conpany had appoi nted nore debt collection agencies to coll ect
themfromthis nonth.
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