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MAS to di spose of assets worth RMB. 1b

Zuraim Abdullah Anna Maria; Alice Chia

THE M nister of Finance Inc will buy RV6.1 billion worth of assets from
Mal aysia Airlines, including aircraft and buildings, in a nove that wll
allow the carrier to reduce its RW.2 billion debt.

The proposed disposal s, announced yesterday, will help MAS neet its
short-termconmtnents as another five new aircraft are delivered between
Decenmber and May this year.

MAS will sell eight aircraft for RVA.13 billion and four buil dings,
including its corporate headquarters on Jalan Sultan Ismail in Kual a
Lunpur for RMVR.2 billion.

The aircraft, six Boeing 747-400 and two new Boeing 777-200ER, and the

buildings will later be | eased back by MAS from"one or two SPVs" (speci al
pur pose vehicles) set up by the Mnister of Finance Inc.
The di sposals would raise cash of RVM6.1 billion and were expected to be

conpl eted by June, group nanagi ng director Datuk MI Nor Yusof told a
briefing in Kel ana Jaya, Sel angor, yesterday.

MAS will also divest up to 70 per cent stake in wholly-owned MAS
Catering Sdn Bhd to a consortiumled by LSG SkyChefs, the catering outfit
of German airline Deutsche Lufthansa AG The parties are negotiating on
the price.

The I ocal nmenbers in the consortium are Fahim Capital Sdn Bhd and Advent
G oup Managenent Sdn Bhd.

LSG SkyChefs is the largest in-flight operator w th about 34 per cent
gl obal market share with yearly revenue of US$3 billion (RML1.4 billion).
It has nore than 200 kitchens, serving 360 mllion neals a year for over
260 airlines.

MAS, having been in the red since the 1997 financial crisis, plans to
use the RV6.1 billion cash to reduce its short-term borrow ngs by RML. 3
billion and repay its yen-denom nated | oans of RML.58 billion.

The nmoney woul d al so pay for the purchase of five new aircraft totaling
RV. 4 billion, which will subsequently be sold and | eased back from SPV.
The bal ance of RMB20 million (fromthe RV6.1 billion) would be used as
wor ki ng capital.

"If we can get over with the disposals, our bal ance sheet will be nore
presentable to raise capital fromthe market,” Ml Nor said, in response to
the need for Malaysia Airlines to recapitalise if it continued to nake
| osses.

The aircraft sales to an SPV, Aircraft Business Ml aysia Sdn Bhd, will
raise RMB.9 billion cash. The remaining RM30 million will be as an
advance | ease paynent to the SPV. The properties night be sold and rented
back to another SPV or again to ABM according to Ml Nor.

"At this stage, we are looking at two SPVs (for the aircraft and
properties disposals). But it may end up with just one SPV."

Besi des the 35-storey corporate office, the other properties to be sold
are a 34-storey office and workshop building form ng MAS conplex in
Subang, a 21-storey conplex at Kuala Lumpur International Airport in
Sepang, and MAS acadeny in Kel ana Jaya.

Ml Nor said the disposals, including that of MAS Catering, were part of
Mal aysia Airlines' objective to free up substantial capitals tied up in
its non-core activities and assets.

The conpany stands to reap RMA50 mllion capital gains fromthe aircraft
di sposals as well as another RW00 million fromthe properties, which have



total book value of RML.8 billion.

On the auditing conducted on MAS previous managenent, Ml Nor said it
was sonet hing that could not be ignored and that it was anong the
priorities being pursued by the conpany.

However, he said, a nore inportant issue at the noment was to tackle the
carrier's restructuring.

M1 Nor al so confirned the appoi ntnent of Prine Mnister Datuk Seri Dr
Mahat hi r Mohamad' s advi ser Tan Sri Nor Mhanmed Yakcop as Mal aysia Airlines
advi ser, and said he was assisting the carrier "very well".

VWhen asked whose "decisions” would carry nore weight in MAS between him
and Nor Mohaned, Mi Noor smiled and said: "The plans to inprove the
organi sation would carry nore weight in any deci sion-making."
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