10/ 11/ 1997

Cabi net unlikely to allow US probe (HL)

MALAYSI A is unlikely to allow the US to probe Petronas' business dealings
with Iran for alleged violation of an Arerican |aw, Foreign M nister Datuk
Seri Abdul  ah Ahnmad Badawi says.

"The Cabinet will probably decide to disallow the investigations from
being carried out,” he was reported as sayi ng by Bernama i n Kepal a Bat as
yest er day.

Abdul | ah, who was asked to comment on a news report that US officials
woul d arrive in Kuala Lunpur by the end of the nonth to carry out the
probe, said Mal aysi a woul d not bow to threats of unilateral action by
ot her governnents.

US Undersecretary of State for Trade Stuart Ei zenstat was quoted by a
foreign news agency on Friday as saying that Petronas and four other
conpani es ran the risk of drawing US sanctions if investigations found any
of their business dealings with Iran contravened the Iran Libya Sanctions
Act 1996.

Under the controversial |law, the US Governnent may take action agai nst
any conpany that invests nore than US$20 nillion (US$1 = RM3.31) a year in
Iran's oil and gas sector.

The other four conpanies are Russia's Gazprom France's Total SA,
Canada' s Bow Val |l ey and | ndonesi a's Bakrie Group. The conpani es have
signed a US$2 billion joint venture deal with Iran to devel op part of the
gi ant South Pars gas field.

The field, near the maritine border with Qatar, has estinmated reserves
of 300 trillion cu ft.

Abdul | ah said Mal aysia would not allowits ties with any country to be
af fected by pressure froma third country.

"This is our right and we nmust defend our position,"” he told reporters
after launching the Bertamstate constituency Fam |y Day cel ebrati ons.

He said Mal aysia's | ong-established relations with Iran have been
devel oped on the basis of two sovereign nations.

The Governnment has not received any letter from Washi ngton on the matter
but it is ready to reply and state Malaysia's position, Abdullah added.

He added that the recent Commobnweal t h Heads of Governnment Meeting
(CHOGV) i n Edi nburgh agreed to oppose any unilateral action that goes
against the spirit of free trade as pronoted by the Wrld Trade
Organi sation (WO).

Last nmonth, Prine Mnister Datuk Seri Dr Mahathir had said that Ml aysia
will not accept any formof extra-territorial action, where one country
dictates the policies of another.

Petronas has al so di sm ssed the US sanctions threat, saying that
American | aws do not apply to Malaysia. "W do not believe US | egislation
can be applied to either Ml aysia, an i ndependent country, or
i nternational business organisations," its president and chief executive
of ficer Tan Sri Mbhd Hassan Marican said | ast nonth.

The Mnistry of International Trade and Industry, in the Mti Report
1996/ 97, had said Ml aysia may seek recourse at the WO agai nst the US for
continuing to resort to applying its I aws which inpi nge upon the sovereign
rights of other countries to undertake trade and investnent in third
countri es.

Eur opean Uni on Trade Comnri ssioner Sir Leon Brittan, reacting to the
threat of sanctions on Total, had earlier advised the USto "reflect |ong



and hard about the w sdom of taking any action against Total."

The contract, he said, is "a conmerci al decision" for Total alone, one
that the conpany is legally entitled to nake.

French Prine M nister Lionel Jospin was also reported to have said no
one accepts that the US can pass a | aw on a gl obal scale. "Anerican | aws
apply in the US. They don't apply in France."

Under the Act, President Bill Cinton has the option of inposing two of
seven possi bl e sanctions which include denial of Export-Inport Bank
assi stance, of export licences and of US government procurenent
opportunities, an inport ban, and prohibition of loans or credits fromUS
financial institutions.
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