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SALIENT POJNTS 

► Non-performing (()ans in Danaharrn's portfoli<> (as at 31 December 1998) 

RM billion R.Mbi.Uioo 

Acquired and completed 8.106 

tvlanaged lJ.622 

19.728 

Evaluated but pending completion 2.763 

Rejecced by Fis 1.779 

4.542 

Total evaluated by Danaharta 24.270 - ·-
► Average discount on gross value of acquired NPLs 

• 61 % 

• 37% (if excluding one large Joan) 

► Group operating loss 

• RlvO 7.3. milli<>n 

► Group shareholders' funds 

• Rlv1232. 7 million 
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COMMENTARY 

As at 31 December 1998, Danaharra had acquired a total of Rivf8.106 billion in gross value of 

non-performing loans (1'1l'Ls) from 39 financial instirutions (Fis). Danaharta also managed, (m behalf of 

Bank Negara Malaysia (llNiv(), Rl'v(·1 ·1 .622 billion in gross value of NPLs of two Fis, namely Sime Bank 

Berhad and Sime International Bank (L) Ltd (now known as Danaharta ivfanagers (L) Ltd). An addirional 

RM2.763 billion in gross value of NPLs was pending completion at the end of the year, while offers IJlade 

by Danaharra for Rivi 1.779 billion in gross value of NPLs were rejected by Fis during the period ended 

31 December 1998. 

The. overall weighted average discount on acquisitions made in the period ended 31 December 1998 was 

61 %. NP Ls to the broad property sector which includes construction (27. 7%), as well as for the 

purchase of securities (16.9%), account for a large portion of the portfolio. 

As stated in Acquisition Approach on page 3, in the case of exceptionally large Nf>Ls, where valuation is 

<'ither onerous or inconcJushre, Danahana 1nay pay a nominal sum for rhe NPL and indudc a more 

generous profit-sharing arrangement for the Fl. During rhe period under review, one loan with a gross 

value of !Uv13.088 billion was acquired under such an arrangement. This loan relares to financing 

extended to a holding company which invested in a company engaged in a primary industry outside 

lvlalaysia. 

Should rhis specific large NPL be excluded, rhe weighted average discount is smaller at 37%. In this case, 

the largest segmenrs of Danaharra's porrfoli() remain the broad properry sector(32.8%) and for the 

purchase of securities (20.0'1/o). 

Tables A & Bin Appendix I on pages 7 ro 9 give rhe breakdown by FI and sector respectively of NPL~ 

within Danaharta's porrfolio as at 31 December 1998. 

► Payment for NPLs acquired 

In rerun, for the Nf>Ls acguired in the period, Danaharra issued !Uv13.843 billion in face value 

(with present ,•alue of Rlvf2.737 billion) of Government guaranteed bonds and paid 

Rlv!0.416 billion in cash ro the selling Fis. The total fair purchase price paid by Danaharra is 

therefore RM3:J53 billion (R.M2.737 billion plus 1Uv10.416 billion). 

Cash payments were made for acquisitions of NPLs from development finar.ce institutions, loans 

extended under the Islamic concept and unsecured loans. 
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The bond issues made in relation ,o acquisitions in the pedod ended 31 December l998 are as 

follows: 

0-atc of issue Face Price for <:very Yield Present Date. of maturity 
value. RMI00.00 ;n ••:.due. 

RM biHion face \·alue l~I billion 

20 November ·1998 1.022 69.832 7.150% 0.713 31 December 2003 

30 December 1998 1.580 72.012 6.672% 1.138 31 December 2003 

29 January 1999 1.098 • 71.301 6.654% 0.783 3·1 March 2004 

26 Febn,aq• 1999 0.l43 " 72.296 6.47.5% 0.103 31 March 2004 

3.843 2.737 

' The torn[ face value of ,he bon.d issues on 29 January 1999 and 26 February 1999 were 

Rivi 1.105 billion and Rivi 1.242 billion rcspc::cri,•ely. The above. ,•alues exclude paymenrs for NPls 

acquired in 1999. 

► Acquisition approach 

There are rhree srages ro rhe acquisition approach, the firsr of which is the acquisition of secured 

NPL~ (Stage I), followed by unsecured NPls (Stage 2) and other NPls (Stage 3) such as foreign 

currency Joans. 

In addition, Danaharca categorised the Fis into four categories ranging from ,he weaker Fis, 

including those that needed recapiralisation, to the stronger }ls tbat are less likely to sell their 

1'lJ'Ls ro Danaharrn. Jr made se,,se to concentrate on weaker Fis first as they were willing to 

transact. Danaharta expects w complete all three stages of acquisitions from all remaining Fis by 

June 1999, six months ahead of rhe original schedule of December 1999. 

To accelerate the acquisition process, Fis selling unsecured NPLs (i.e. $rage 2) will receive a flat 

10% of the principal outstanding of the NPLs, i.e. Danaharra acquires the 1'1J>Ls at a discount of 

90%. Furthermo(e, Danaharta will assess exceptionally large NPLs on a case-by-case basis in 

relation to the evaluation of fair value as well as the profit-sharing arrangement. To recap, 

Danaharra's nonnal profir•sharing arrangement sripulates that any excess in recovery values over 

and above Danaharta's C(>St of acquisition plus directly attributable costs are shared with the 

selling Fl on an 80 {Fl) : 20 (Danaharta) basis. 
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In the case of exceptionally large NPLs (in excess of Rlvl200 million in gross value) where. 

valuation is either oncrow; or im:ondusive, Danaharra may pay either a nominal sum or a 

percentage. of the principal outstanding for the NPL. \'(!here Danaharrn pays a no111in>1l sun,, 

profits will be shared on a 95 (Fl): 5 (Danaharrn) basis. On the other hand, where Danaharta pays 

a percentage of the principal our-standing, profits will be shared on a 90 (fl) : 10 (Danaharca) 

basis. However, for such NPLs, Danalrnrra will have full recourse to the selling l'ls for up co the 

purchase considenuion should rhe actual recovery value be less than rhe purchase consideration. 

As the risks of rctovcrr arc borne by the selling Fis, their consent \-viii be sought by Danah;:1na i.n 

resolving the loans. 

ln all rhe above cases, the Fl's share is capped ar rhe shortfall suffered plus i1npured holding cosrs. 

► financial results 

It is common for as.set management companies to run at a loss mainly because the assets acquired 

are non-performing and sale proceeds do nor materialise immediarel)'. Nonetheless, the Board and 

management are detennined ro make every effort to minimise the cost co the Goverrnnenr by · 

maximising tht recovery valut of assets within Dana harm's portfolio. 

For the peri<Jd from 20 June ·t998 to 31 December l998, che Danaharta Group made a group 
. 

operating loss of Rl\117.3 million (unauditc,d).This was attributable to operating, stt-up and 

interest costs. Group shareholders' funds srood ar lu'v1232.7 million. No dividends were declared. 

► Assers under management 

\Vith regard to the NPI.s of Sime !lank flerhad and Sime International llank (L) Led char are 

currently being managed, Danaharrn receives fees as follows: 

• Jf net recovery value is less than or t<Juals net book value - Danaharta receives 2 % of the net 

recovery value. 

• If net recover)' value exceeds net book value-Danaharrn receives 2% of the net book value and 

20% of the excess 

The balance of all recoveries accrue to llNi'v{ in accordance with rhe agreemen, between Danaharra 

and BNM. 
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The amount of Sime Bank NPLs managed by Danaharta as at 3 I December 1998 is 

fu\,f7.301 billion. 'logether with the entire loan portfolio (both performing and non-performing) 

of Sime International Bank (L) Ltd of Rl'v14.321 bill.ion, the ainounr under Oanaharta's care stood 

at R1vll 1.622 billion. 

The loan portfolio of Sime Bank may increase in time. BNtv{ may, within a period of 12 months 

from the date of the merger between Sime Bank and RHB Bank, request Danaharra t<> manage 

additional loans from Sime Bank. 

► Post-balance sheet events 

The curcent year will see Oanahatta moving fully into the management of the acquired NPLs. In 

this regard, Danaharta has codatc appointed Special Administrators over seven stockbroking 

companies. These stockbroking companies are: Capitakorp Securities Sdn 

Alor Setar Securities Sdn Bhd; \VK Securiries Sdn Bhd; Labuan Securities Sdn 

Bhd· , 

Bhd; 

Tai ping Securities Sdn Bhd; MBf Northern Securities Sdn Bhd; and Halim Securities Sdn flhd. 

The Special Adminisrrntors fro1n various accounring firms have assumed control and management 

of the assets and affairs of these Stockbroking companies. Ap>trt from conting up with workout 

proposals to maximise the recovery value,. the Special Administrators will ensure that effective 

management and controls are in place ro reduce the risk of future losses. These companies are also 

among those which Danaharra has been working on as part of the Securities Commission's scheme 

for the srockbroking industry. 

There arc numerous Other NPI. accounrs where selling fls had already embarked on recover)' 

measures such as the appoinnnent of receivers and 1nanagcrs or m<miroring accountants,. or 

commenced legal proceedings. In such cases, Danaharrn has continued those initiative.s upon 

acquisition of the NPL~. 

Danaharta increased its paid-up share capital from R1v1250 million to Rlvl.500 million on 

13 January ·1999_ It is expected chat Danaharta's paid-up share capital will increase ro 

Ri'.•11.5 billion by the middle of 1999. 



ACCOUNTS 

► PROflT & LOSS ACCOU>-11' {UNAUOJTED) 

FOR THE PERIOD ENDED 11 DF.CE:vl!IF.R 1998 

Interest income 

lnreresr expense 
Net interest expense 
Overhead expenses 

Operating and retained loss 

Consolidated 
RM'OOO 

5,639 

{7,796) 
(2,157) 

(15,152) 

(17,309) 

► f\ALANC£SJ-lcET (UNAUDITED) AS AT 31 DECE:V!BER 1998 

Consolidated 

RM'OOO 
ASSETS 
Cash and bank balances 157 
Deposits and placements with financial institudons 472,323 
Acquired loans (Nore 1) 3,152,753 
Other assets 4,281 
Investment in subsidiary companies (Nore 2) 

Fixed assets 4,184 

TOTAL ASSETS 3,633,704 

LIABILITIES & SHAREHOLDERS' FUNDS 
Redeemable guaranteed zero-coupon . 1,857,968 
bearer bonds {Nore 3) 

Amounts payable on acquired loans 1,233,207 

Long rerm loans 300,877 

Other liabilities 8,961 
Total Liabilities 3,401,013 

Financed by: 

Share capital of Ri'vll each 250,000 
Reserves (17,309) 

Sharehol.ders' Funds 232,691, 

TOTAL LIABILITIES & SHAREHOLDERS' FUNDS 3,633,704 

Company 
RM'OOO 

5,635 
(7,796) 
(2,161) 

(15,152) 
(17,313) 

Company 

RM'OOO 

153 
471,319 

3,152,753 
4,251 

1,000 
4,078 

3,633,554 

1,857,968 

1,233,207 
300,877 

8,815 

3,400,867 

250,000 
17,313) 

232,687 

3,633,554 

Note 1: The diffo(encc of RM0.6 millioo between :tcqujrcd Joans as reflected in the abQ\'C balance sheet 
{R.M3,152.8 mil.lion.) and the tot;il foir V:llue paid by Oan:tharta as stated in Tables A & B on pages 7 to 9 
(RM3,l53.4 million), relates to subsequent repayment b)' borrc)wcrs after the loans were acquired by Dana.harm. 

Note 2: Danah:1i:ta Managers Sdn tlhd, a wholl)'-owned subsidiaq· of Danaharta► was incorp<>ratcd <>n 
2 Novembcl'.' 199$. 

Note 3: This rc1atcs to the first two bond issues made on 20 November 199S and 30 December 1998 and includes au 
amortisation c,f ddcrrt'd intt'rt'.sl expense u( approXllmudr RJ\.16.9 J.Uillioo. 
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Table J\ - NPLs by financial institution 

li"?lff,d A<quitcd (a,fuding Qr.t Ja* (WI) J,w.,;gf&I 

,,,.,, Fair Wtighted Z,,..7- Rti, Wtrgbud ,_ 
Riji,u Pwdt.ise Al'(fllg~ N9-0/ Righrs PMf(~S,t Aur14ge Noo/ Riglm Noo/ 

;\(q.iiirtd J>ric~ Ois«:>:cr.l :IUOknl$ ll(ql(fl(J p,;,, Oi=mr a(.(0Jtll'l$ Mi:r..,.gcJ ll(Wl.!!(S 

RU RM RM 
mi'f&>r. n,;;,lfi<m m:Ilion 

CommCf..-ill Rlni, 

.\BK AMRO &.tnk lkth4d 

2 At;ib-Mal.ysim 8.tnk &rlm! 296.5 )65.0 44% 6 1%.5 165.0 44% 6 

; B.m I Im I.« S.,n\: Bedud 

' S;ngkol: &,,~ Balud O.l O.l 12% o.; 0.2 12% 

I &nk Jt.c.-niix,11n .\!afaysia Scthad 1,67S.i 264.3 8'% IS 751.i 264.J 65% 17 

6 B~11k of 1\merk-J.?.bb)~31krh~~I 

i &nk -0f Commer« (M) lkrlud a6.5 61.0 91% l sss 61.0 JO% 

8 6;,nk c,f T~yo • Mitwbi;lti J.\i.afa}·sfai &rhld 

9 lkmk Lltatn3 (MUlys~.t) &rh.<i 

10 llS}.1 Cornmeui;1 B.Jnk (t.bbtsi3) E«lnd 270.S 1613 40¼ ,, 170.S 1613 <O¼ 19 

11 Q:ib,,inl. Bnhid 

12 OtuS!clit Bank (Mafaysia) 6crh,d 

13 EO>i llool: B«lud 193 59.1 16% 2 19.l $9.i 16% 2 

!4 Hock 111.l'J. &~ Bah;id 

ll il<ing, kons Bink llt!htd 

16 H-0n$1rong Bs.nk M;1laysia &«b;.d 7.8 7.$ 0% i.S 1.$ 0% 

11 lnt«m<ioo.tl 8Jnk }.-hb:,~a P.erhad 

IS Mafapn i:llnkins Bethad 9J7J 4.5 91/.i . ) tL9 45 62% J 

19 Mul1i.-Pa1po,st &.."lk ll«bid li.l 2),7 5% l 27.i l.S.? ;% l 

JO OC.:BC lank i~hfa~'W-1 Berh:d 

!I Omnt~l 8,;nk Rthid 1?1.4 i1.9 H% 16 !91..1 i.?.9 62% 16 

22 ~~ls lJniOi:'I 81!lk (Mil!?'ml &rh..d 

ll P,rv.·irt Affin Bank lkrhad 4.2 2.8 Jl% ,.2 2.S J.Jo/~ 

H i'hilooA!licd BuJ; (t-hl;}'V,1) f'.erlud 

i; Pul:b. &Ilk 6e1h::il 8.4 5.6 33% 3-.4 5.6 J3% 

26 RHB &nk Bt1h:ui 1,211.0 346.i 71% 14 552.7 3<6.1 Ji¾ 
,, ., 

27 s,;,i, Btnk il<rh,d 22.7 14$ 36% 1 ll.? 14.5 36% l 

JS Simt &nk Bc:ch.id 55.) 38-.7 30% HJ JS.i 30¾ 7,)01.1 Ji6 

l? Southern Btnk lkrhsd 

JO $1:iodird ChsnmJ IS.bik Maby$it ikrlud 

31 The Bank of No-;,1 Swfu lled11J 

l2 nie Cha~ ~hrJu1un B~nk I.\S) B:-rhad 

lJ ~ P.;.cific l\..lnk Btth'.td 27.3 20.6 21% l ,. ' .I.> ZM 2$% J 

l·l UIU~OO Ol'tt'SC'3S Bank i~iafaysia; 6crh.a1! 

li. \f'th T:;.; S..nk tkrhad 

$,t8•U 1,251.7 r,,; 102 2,395.6 1,251.7 4S% 98 7,301.1 516 

O!fi-hott Usnk~ 

AM.MS lnt.trn;itioml II.) Lid 113.1 104.7 11% 123.I 104.i 1.5% 

l Sime lntttr.:i!iootl Stnk (LI Ud 4,)10.7 116 

Ill.I 104.7 15% I J23.1 104.7 11% 4,)10.7 116 
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Table A - '-IPLs by financial institurion (conr'd) 

Aa,krld A<quit<J (~dudir.g one. l:tg, loo,i) },!,,ag,J 

Lo,,, Fair W,;g!,ted I ,(>JI'/ fut, W,¥t.-d Lo,,, 

Rig!• J>i.ul~st- lu-mgt Noof RigJ..rs r,,,dm, ;h!ffa,tt N<>cf RW,u N••f 
A"f"Ir,d M« Disax,mt a.t«lllll"!$ Acqllirtd J'ric~ Diw:wr.s lf(CtAmtS Ma~,tgt4 (J!{IJ!/f/1$ 

RM R).f RM 
miJ!ion mi{fi<m miWolf 

f'm.:1nt.: r.(m1p1Tii~ 

Af6n Fin6n« B«b.id 12.9 10.l 22% 12.9 10.1 11% I 

! A..rnanah finanu .\falay$ia Eeth::iJ 14.1 14.1 0% J 14.1 l·U 0% 2 
J A::il,..\iala~'$U.n finJntt &th.id 121.s JOOJ nt 6 127.8 IOU ,, .... 

--N 6 

< Bo!1on finance lkdud l!.9 10.l 22% 12.9 10.1 11% 
j C.ttdit CotpotJliOt'l (~ofafaysi:t) Rei!1;iJ 12.7 12.7 0% 12.7 12.1 0% 
6 HI);'!£ l..«)!"<g Fin.Jr..-e 6crh~d 

' K('WJ.flµfl lkrs.1tu s«t»d 85 S.5 0% S.5 s.s 0% 
8 KC"Y.'!.!lgt.n lndU$!ri lkrh~d ,u lU o~, 11.) 11.3 0% 
9 ~byb.ml: f'J..-unt): Berlud 

10 MJ;f f'mn>,+e 8crh;)d J3S.l l6i.9 50% ll .BU l6i.9 50% I.I 

II Mu!li-Purpc,st f,iru.n{(' Ecrhld S.5 S..i 0% 1 8.5 &5 0% 
I! Public Fioan«-Rei hd JS.O 35.0 0% 2 JS~ JS.O 0% 2 
i3 5.Jbu f'IO.l.l'Kt Strh.Jd s.s J.O 49% .i.S j_O .;9% 

I< Suntfinanc<' ikrhtd 5.6 5.6 0% 5.6 5~ 0% 
JJ So111htn:1 Fllu.ore Comp;my lier h.1!1 4.1 i,0 IS% <.7 <.O 15% 

16 Unmxl Mmh~nt l~raoce 1krh3d 348.4 2$9.9 2)% ll .¾SA 159.9 2$% 21 
94JA 651.0 31% Sl 943A 6$1.0 ll% Sl 

~.krffiJn! 6,.u,k) 

NNoob ~krcbuit 6.lnk &tbld 21.2 19.S 7% 2 21.2 19.S 7% 2 

2 Arab-~bl:lysi3n Mtrchl."11 iklnk Betb:iJ 415.7 J.M.l 19% 12 '11$.1 3)6.J 19% 12 
J Ak:lmb1nktr$ ;\UbysU 8crh:1J. 

' ISSN Mtr-d1ao11ilnk 8crhad 

5 Bumip,.tr:l ~frt~b:Ult Bi.'lkW 8e1!t:td 

6 ~et< lnt<rn.1i,.:,nil Mt«h6nt &ru:m 8<,rhad lS.? W.2 JI% 2S.9 10.2 31% 

7 ~fafa}'>ian lnt«rudooJ.1 Mcrcham Blcl:«s lkthad 

8 P<rJ:im Mt!'Chao! &1tktN f'.tl'l'Ud 75.3 .S9.S 21% < 1$.} J9.S 11,♦ • 
9 Pawir.i AHin Merffl.,nt "6,,m\(: 8<rhJd <07.6 300.J U% I) 407.6 303.J 26% u 
10 JU-(& Sikwa Mcrch:101 &nktrs limud SU 41.1 25% J S-4.8 41.1 ) ..... 

_;. .-~ J 

II Si~ ~kt(h:tn: Ssnktr. Seth:id 1.8 2.S 0% I.S 2.S 0% 
ll U1ao11 Mtrttu.!11 S.1n\ Berhad --1,006.3 783.3 22% )6 1,006.3 iSJ.3 22% 36 

J).;wlopm.:iu Fi1u .. -,N lm1i:uti0rn; 

I li6nk ind1.m:ri M.tlt}'s:il lkrhad 

l Bsnk lsbm M.thys.\!I lltth~d 

J R~nk Keri.1~m.1 R,.;l;y.;,: Maby~,1 8ah.Jd 

• t6nk i'tmlMngun.-n M.;.l,1ysi6 lkrhJd 

s Bank Pcm.ni:ia M:ibysi3 

6 f.xpon•!mp011 II.ink ()f ~fahtiel lle1hiJ 

1 .,t~by$i.t Building Sockty BahJd 

s ,\hb~.:i;.n lndumfal lx\·dopment timrKt Ecrh3d 

9 SsOOh lxwiopn:tnt &..tlk lk:btd 549.1 361.7 34% 9 549.1 36-2.7 34% 9 

J<9.l 36t7 34% 9 S<9.l J6l.7 J<% 9 

s,106.0 3,lS3.~ 61% 202 S,(lJ 7.S l,tS).◄ )1% l9S ll,6lLS 632 
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li, bk fl - NPl.s by seer or 

.~<-i:lirld .\f.r,:~J Ae.prire,I mid .\far.;gt,i A"]:.-irtJ t:nd 
},bi:igtd (adlldrng 

""'J,,gdo:n/ 
l.,o.;i: fuir Wtighrf(l 
R;i>tt l'u,@.-re Ai\'r~~ No<,/ J,e,:n Nol)/ ,,,,,, J>rumt .. -gc l,,o,m /'(f((lf/.t)Et 

M11111ittd friu Diuou111 IJC(,-Offr.1$ Right$ iU.(f,1<11$($ Rlgfm .~igb1s 
ni RM RM RM 

mjlfion m:lftl).-: ,.;/l;o,, mi.'Ji<m 

Agricu!turC', humi11.i, (oresti~· 111J ti~!u.,s ,n.~ 162.4 6% 6 92.l I) US.2 J.3% 265,Z 1.6% 

M.ining and qu-Jrcyir.g IJ5.3 s 135.3 O.i% 13$.3 o.si. 
M~nc fa(t1.1ri;1;; SI 1.8 316.2 JS-% 39 2,567.6 J,H 3.07?.4 15.6% J,079.:. !8..j% 

f.!c.:ti~icy, &,i< :md w;;tcr S.9 l.9 56% 11).S.9 J 2)5.8 1.1% 215.S U% 

Whooe-s3k. r«til, to1:iei:1:11saaJ ho1d< J07~ ll,0 52% 12 !.-O.i6A JOO 1,163.4 $.9% 1.163.<$ 7.0% 

Cons::nic;ion 1,721.2 1,235.0 28% $6 1,580.5 so 3,301.7 16.So/> J)Ol.7 19.8% 

Putd1:ise t!f 16Wm:i~I r1or,<r1r ,;.9 ) LS.9 0.1% 15.9 0.1% 

I\JJ'(h4stof f!C(Ht;idC'nttll p!O~ty 11).S 165~ 26% IS 276.4 32 ;99.9 1.$% ·199.9 >.0% 

Ra:1£,si;;t< 928.0 65.) '·- 19% 26 713.6 12 1,641.6 S.l¾ 1,641.6 9.9% 

Trtn:.<,port, ~l(tr;it~ ;md ('Qmmunic;;;tions lS.I l 1.7 69% 2 3$4.7 IS ·122..S .?.1% 4!1.8 2.6% 

~in:u~dt'.g, iti>u.tJ!Xt :a..-id bu>in\'S.1 ~i.:t:$ lil,1 ISO.I H% lJ 1,.i93J 76 1.9,S.i' 10.0% J,965.i I I.So/~ 

Co.isumpuon cr<Jn 10.8 o., 97% 217.8 JS 218.6 U% 22S.6 IA% 

Pmdu~ of SoX1:1i1i~ 719.6 JOH SS% 3 2,612.2 S! 3,Hl.8 16.9% J,3JI.S 20.0% 

Purcb.t..c of UtMpon \"thick 

Oihm 3,291.S 6S.6 9S¾ 1) 16S.9 ll 3,46{1,7 li.5% .>71..2 2.2% 

8,106.0 3,IH.4 61% 202 11,t,21.s 6)2 19,727.8 100~% 16,639.2 100.0% 
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Total acquired and managed by t )'pe of financial instiru1io11 as al 31 December 1998 

Development Financt [nstltutions 3% RM0.549 billion ... 
Offshocc Bao.ks 22% RM4.444 b;JJion 

Mer<:hant Banks 5% RM!.006 biUion 

Finance Com/::anics 
RM0.943 . illion 5% 

Commetcial Baoks 
RM12.785 billion .. , .. "" ~-

Total acquired and managed by sector as at 31 December 199S 

Ag,ciculnii:e, hu,ui.l.lg, fo(CSt()' and fishi.ng 
1\'1.i.o.i.ug and quarryiJ)g 

?\fanufacturing 

£lec1ricity, g.-is ::i.o.d water 

\'t1holcsale, retail, rc.staurants and hotels 

'"' 

65% 

"" 

15.6% 

Construction J 6.8% 

Purchase of tesiden1ial property 0.101o 

Purchase of non-residential prop<-rtf 2.5 % 

Real estate I:::!!:::;~------- .. S.3% 
Transport, storage aud oonttnuuicacio.o.s 2. f. % 

financi.og, i.osur::incc :rnd bu.sine$$ scn·iccs 10.0% 

Consmnp1ion credit 

Purchase of securities 

Others 

"' 

Total acquited and managed by country as at 31 December 1998 

Others 

HoogKong 

Th:1ifand 

Jndonc$ia 

'"' 

17.5% 

'" 

Singapore l,:;lii!!!!~;.7:.;.4:,,%:;•~.,..,,....,.,,.,..,.,.,,,-,.-,-.,....-,.,...,..,....,..-.,..,...,...~.,.,,..., 
Malaytia 79.8% 

" ro, "" 
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EXPLAKArORY NOTES TO OANAHARTA'S ACQUISITION APPROACH 

► Valuation and sale of NPLs 

• Danaharca will purchase non-performing loans (NPLs) of RM5 million and above from the 

financial institutions (Fis) based on the following principles: 

Scenario 

FV > or = loan outstanding 

FV > or = pdncipal outstanding, 

but < loan outstanding 

Danaharta acquires at 

Loan outstanding 

FV 

FY < principal outstanding Principal outstanding, but 

Danaharra pays up to FV 

___________________ S_h_o_rt_fa_l_l d_;£crred until recovery 

FY: Fair value, i.e. fair market value of the NPL as determined by Danaharra. 

Loan outstanding: Principal outstanding plus normal interest outstanding, but excluding penalty 

and other charges. 

• Fis which do not sell their NPLs to Danal1arra are required to write down the value of the loans 

iminediately to the forced sale value. The forced sale ,•alue is determined by appl)•ing a 20% 

discount to the market value as determined by Danaharra. These Fis will either restnicrure the 

loans on their own or refer them to the Corporate Debt Restructuring Committee. 

► Profit sharing by Fis on recovery 

• Upon the subsequent sale of the asset by Danaharra, any surplus over and above the acquisition 

price by Danaharta, will be shared between the Fl and Danaharrn on an 80:20 basis, after 

deducting Danaharta's cost of acquisition plus directly attributable costs. However, the Fl's 

share of the upside will be limited to the shortfall value plus a holding cost of 8% per annum. 

► Payment for NJ'l.s 

• Danahana will issue Government guaranteed bonds to Fis as consider.arion for the purchase of 

NPL~. These bonds, which are tradeable, will be issued on a monthly basis with an initial tenor 

of five years and a roll-over option exercisable at Danaharca's discretion for up to another five 

years. 

l 
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• These will be zero coupon bonds with yields appcoximaring those of 1'vfalaysian Govenunent 

Securitic.s \Vith similar tenor. The hond~ will be considered investment instruments. Since rhese 

bonds are Government guaranteed, they will carry zero risk weight for capital adequacy 

pu(poses. These bonds will be designated Class-l assets under the new liquidity framework 

and will he eligible for rcdiscounting with BNM under the latter'$ role as lender <>f lase resort. 

• Under the bond issuance programme, Danaharta will issue up to Rl\115 billion in face value of 

zero coupon redeemable bonds. They will be issued progressively, the timing and size of which 

will be in line with Danaharrn's acquisition process. 

• Cash payments are mack for acquisitions of NPl.s from development finance institutions, loans 

exre.nded under the Islamic concept and unsecured loans. 

► Valuation methodologies 

• Secured loans 

Valuation of NPLs are based on the fair value of the collateral using rhe following valuation 

methodologies subject to a minimum value of ·JO% of the principal outstanding. 

l'roperties 

The fair value will be 95% of the market v,\lue of rhe property. The market value of the 

property will be determined by a group of independent professional valuers on Danaharta's 

panel. If the FI does nor wish to sell its 1'lJ>L to Danaharta, the FI is re<1uired to write down 

the value of the properry in its books b)' 20% of the marker value based on Danaharra's 

valuation. 
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Quoted shares 

The fait value will depend on the characrerisrics of the company. J\ premium will be 

attached t() larger .$takes that offer influence or conrrol over a public lisred company. The 

fair value under various scenarios will be deccrrnine:d as fol1ows: 

Stake in company 

Less than 5% 

Between 5% and 33% 

Ab<Jve 33% 

Fair value 

Lower of MP and NTJ\ 

Average of /vlP and NTA 

Higher of /vil' and NTA 

,'vlt': Lower of three-monrh weighted average price. or dosing price. 

NTA: Adjusted net tangible assets based on the huesr audited accounts of the company. 

Unquoted shares 

The fair value will be based on acceprablt valuari<Jn techniques. 

Specific large companies and infrastructure project com pal.lies 

The fair value will be based on acceptable valuarion rechniques and will likely be subject to 

an indepcndem due diligence audit. The approach will be unique to each individual 

company and may use price earnings multiple and discounted present value, among orhers. 

• Unsecured loans 

Danaharra pays ·10% of the principal O\l(Standing in respect of unsecured loans. 
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GLOSSARY OF TER.t.1S 

General 

NPL 

Recovery value (of assets) 

Disrresscd loan 

Gross value (of :s!PL) 

Fair purchase price (of NPL) 

Discounts 

Bonds 

Nominal value 

Present value 

Price 

Yield 

Non-performing loan, i.e. a loan on which interest or principal 

repaymenrs have been in arrears for six months. 

Eventual sale proceeds from assets acquired. 

Loan that is currently performing, but is likely to turn non-performing 

in the near future. 

Loan outstanding. This comprises principal outstanding and interest in 

suspense and is referred to as 'loan rights acquired' in Appendix 1. 

Fair value, i.e. fair market value of the NPLas determined by Danaharta. 

Discounts on the gross value of the Nl'L. for example, a discount of 

40% on an NPL with a gross value of RMlOOm means that Danaharta 

has acquired rhe l---Tf'L for RM60m. 

Face value of the bonds. 

Value of the bonds after discounting the yield for a particular period of 

tllne, or five years in Danahiltta's case. 

Present value of RtvllOO nominal ,•alue of bonds. 

Inherent 'return' from an investment in the bonds. (n Danaharta's case, 

the yield is similar ro the yield on Malaysian Government Securities. 



GLOSSARY OF TERMS 

Assets acquired 

Acquired and tomplttcd 

Under management 

Others 

Special Administrator 

lndependenr Advisor 

APPl-~NDJX 4 

Assets f<)r which acquisition agreements have been signed. 

Assers managed on behalf of .Bank Negara Malaysia. 

A company auditor or a person ,vho ha.s the requisite experience in the 

nrnnagement and restructuring of an asset or a company. He or she is 

responsible for preparing a ,vorkout ptoposal fot the management and 

restructuring of the.:-asset or company. 

An accounring firm, merchanr bank or any firm rhar has rhe requisite 

experience in the management and restrucn1ting of an asset or a 

company. The Independent Advisor's role is to review the 

reasonableness of the workour proposal prepared by rhe Special 

Administrator, taking int(> consi<lcrarion the interests of all creditors 

(wherher secured or unsecured) and shareholders. 
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