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Wat er services to provi de wave of business opportunities

Kamar ul Yunus

WATER-rel ated activities are expected to provide the next big wave of

busi ness opportunities in the country but econonists caution that massive
capital investnents will be needed.

Prospective players will have to have huge resources ready, said Rating
Agency of Mal aysia manager for econom cs and market research Dr Yeh Kim
Leng.

"We woul d not want history to repeat itself where the Government has to
t ake back control of privatized conpanies, for exanple Ml aysian Airline
System Bhd (MAS), the light rail transit operators and | ndah Water
Konsorti um

"The players nmust ensure that they have the required financial resources
and their operations are viable in the long run,” he told Business Tines.

Yeh was asked to conment on the Government's plan to privatize all water
departnents in the country.

Wrks Mnister Datuk Seri S. Sany Vellu had | ast nmonth said that the
Governnment is looking into the possibility because of rising costs
mai ntai ning the utility.

Yeh said anong the first issues to be sorted out is to determine if the
private sector can offer the sane | evel of service, or better, at a cost
bearable to the public.

"W need to take into consideration after privatization whether there
will be escalation of water tariffs that is commensurate with sufficient
wat er supply," he said.

If subsidy pricing is still needed, the quantumw Il have to be wei ghed
agai nst conpani es' profitability and consumers' willingness to pay.

But there is no queston that private infrastructure investnment in water
services could contribute to higher economc growth," Yeh added.

"It will generate higher demand for machi nes and equi pnent for the
water-rel ated services," he said.

In any case, sonme water authorities, like those in Sel angor and Penang,
are managing their services well and efficiently.

"Cthers can learn fromthem™

The Penang authority is even en route to a listing on the Kuala Lunpur
St ock Exchange (KLSE) this nonth through PBA Hol di ngs Bhd, the hol ding
conpany of Perbadanan Bekal an Air Pul au Pi nang Sdn Bhd.

For the financial year ended Decenber 21 2000, it recorded a net profit
of RMB9.35 million on a revenue of RML05.22 million. Last year, it made an
estimated net profit of RWVA0.9 mllion

The conpany has forecast a profit of RVv60.2 million and revenue of
RVM5.1 mllion for this year

News that all water supply departnents may be privatized has triggered
much excitement anmong water-rel ated conpani es, although no final decision
has yet been nade.

But Prine Mnister Datuk Seri Dr Mahathir Mhamad, in a news conference
| ast nonth, said people should not be sceptical of the country's
privatization programme, just because of the problens faced by MAS

"Look at Swiss Air and Sabena... several airlines in the US are also
bankrupt. Alnost all airline conpanies are facing problens due to the
gl obal econom c sl owdown.

"If we are afraid to privatize, then the country will be undevel oped, "
he had sai d.



The CGovernnent spent RML.79 billion last year to buy back a controlling
stake in MAS from Nal uri Bhd.

Dr Mahathir had al so said that one should | ook at the success of Tel ekom
Mal aysi a Bhd, Tenaga Nasi onal Bhd and the North-South Expressway as well.

"If Tel ekom had not been privatized, we wouldn't have the kind of
services that we have today. It would take years for a governnent
departnment to introduce any innovation. By that tinme, new products would
have cone out.

"Because Tel ekomwas privatized, it is now naking alnmost RVM2 billion
(annual ly). Last time, we used to give the tel econmuni cations depart nment
RVROO million every year, but now we don't and instead collect tax which
is used for the benefit of the people,” he said.

Regardl ess of whether privatization of water services proceed or not, a
substantial amount of funds has al ready been allocated for the sector
under the Ei ghth Mal aysia Plan (2001-2005).

On top of the RVM.3 billion set aside to ensure efficient water supply
services, 62 major projects, including 47 dans, under a nasterplan costing
RV61.9 billion have been approved.

The devel opnents are expected to benefit the bigger water-rel ated
conpani es nost, anal ysts said. Puncak N aga Hol di ngs Bhd, for one, is
al ready pursuing the privatization of the Sel angor and Negri Senbil an
wat er depart nments.

Ganmuda Bhd, 1JM Corp Bhd, Ranhill Bhd and Loh & Loh Corp Bhd are also in
a good position to ride the wave, they said.

And YTL Power International must surely count as a frontrunner as well,
havi ng just acquired Britain's Wessex Water for STGL.24 billion (STGL =
RVb. 53), beating out a Hong Kong conpany and a British-led consortiumin
t he process.

So far, water supply in Johor, Pahang and Kel antan has been privatized
whi |l e that of Sel angor and Terengganu have been corporati sed.
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