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MAS may be paving way to bring in a strategic partner (HL)

Ei rmal asare Bani; Kamarul Yunus

MALAYSI AN Airline System Bhd's (MAS) plan to separate its international
operations fromthe | oss-naking donmestic services is believed to be ai ned
at making a new subsidiary, that will be set up for the exercise,
attractive to potential foreign partners.

The "concept” is simlar to that being pursued at Ml aysia Airports
Hol di ngs Bhd where non-core businesses and assets are expected to be
di sposed of before a foreign conpany comes onboard, said KAF Research Sdn
Bhd anal yst Noor Azwa Mbohd Noor.

"But there is one difference... MAHB has a strong bal ance sheet. Wth
MAS, the plan may not be as straight-forward, which should explain the
| ack of details provided so far,"” he told Business Tinmes in Kuala Lunpur
yest er day.

Earlier yesterday, Prime Mnister Datuk Seri Dr Mahat hir Mhanad
clarified that MAS will remain a public-listed conpany but it will mainly
focus on international operations, using aircraft |eased froma new
conmpany ( Newco).

"All its other functions, assets and |oans as well as debts will be
transfered to the new Gover nnment - owned conpany,” he told newsnen after
openi ng a sem nar on open thinking in Kuala Lunpur.

"MAS will be like a hotel operator... which runs and manages the hotel
but does not own the building," he said, adding that this way MAS can
concentrate on the international routes.

"Qther functions, assets and debts will be separated... and will be
acquired by the Governnent initially.

"Al'l loans incurred by MAS because of purchasing aircraft and so on, and
all | osses sustained by the national air carrier in functions |ike
engi neeri ng, donmestic operations, catering, boutique business... those
will be taken away from MAS initially by the Government and then sold
| ater.

"Anybody can buy these other functions.™

However, MAS can still operate donestic routes on behalf of the
Governnent, the Prinme Mnister said.

"It (MAS) will not own the donestic airline, and the conpany operating
the donestic services will not be a MAS subsidiary."

Asked when the reorgani sation of MAS will be conpleted, he said: "It
will take a bit of tinme."

On whet her the Governnment is still interested in seeing MAS take in a
foreign strategic partner, Dr Mahathir said the national carrier remins
keen but it will have to find out the prospective partner's plans for it.

"We are interested but we want to know what their intentions are... MAS
will be a conpany that operates as an airline wthout owning assets.”

In any case, upon conpletion of the reorganisation, MAS will be
attractive to investors as all the debts will have been renoved, he noted.

On the Government's gol den share in MAS, Dr Mahathir said the Government
al ready has enough say in the airline.

"The airline belongs to the Government. No need for gol den share.™

The Governnent, through the Mnister of Finance Inc (MJF), owns 29.09
per cent of MAS, while Kumpul an Wang Amanah Pencen and t he Enpl oyees
Provi dent Fund (EPF) hold 20.21 per cent and 11.74 per cent, respectively.

Meanwhi l e, industry players and anal ysts alike are waiting for further
details on MAS restructuring, with sone deciding to take a cautious



stance for now in respect of outlook for the conpany's stock.

Nonet hel ess, MAS streaked ahead to close 26 sen higher at RMB.52 on the
Kual a Lunmpur Stock Exchange yesterday.

It is proving positive enough for market players that the group has
announced such a nassive restructuring plan, albeit one which has yet to
be fleshed out, an anal yst said.

MAS announced on Monday that it would set up a new subsidiary, Newco, to
take over the marketing and operation of the carrier's international
flights and freight services.

It will own at |least 51 per cent of Newco.

On the indication fromthe Prine Mnister that there mght not be a need
for a golden share in the revanped MAS, Noor Azwa said: "It reaffirmed our
optimsmof foreign equity participation (in MAS) in the near future".

"We understand that concern over government influence in the national
carrier via the golden share has been one of the reasons for the delay in
finding a foreign partner.”

The confidence expressed by MAS group managi ng director Datuk M Nor
Yusof on Monday that Newco will be profitable fromthe outset further
suggests that foreign participation is inmnent, he added.

Under the proposed schene, MAS listing status will also be transferred
to the new conpany.

At a briefing for the nmedia and anal ysts, Ml Nor said the conpany's
current shareholders will be given an option to either stay with the
parent conpany or transfer their interests to Newco.

An analyst froma foreign research house said the listing status
transfer will nean that the new conpany will be val ued based on projected
cashfl ows fromthe concession as assets and liabilities will remain at
MAS.
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