06/ 12/ 1997
Khazanah to enter conmercial jet industry with BAe dea

Sabry Shari f

KHAZANAH Nasi onal Bhd, the government investnment arm and British
Aerospace Pl c yesterday signed a co-operation agreenent which will enable
Mal aysi an conpani es to have access to international aerospace work and
future aircraft progranmes.

What the agreenent neans is that overnight, SME Technol ogi es Sdn Bhd,
Khazanah's whol | y-owned aircraft assenbly and manufacturing group, has
been given the opportunity to participate in the production of a
conmercial jetliner.

Khazanah Nasi onal Berhad managi ng director Tan Sri Mhd Sheriff Mohd
Kassimtold the New Straits Tines yesterday that SME Technol ogi es woul d be
the direct beneficiary of the agreenent.

"Wth its current skills, SME Technol ogi es can becone a parts supplier
in BAe's Avro Regi onal Jet programe.

"But inthe long term we want to beconme a global player in the
aerospace industry," said Mhd Sheriff.

He did not want to identify the parts which SME Technol ogi es coul d
provide for the Avro Regi onal Jet programe.

However, BAe director (Ml aysian operations) M ke Mendoza said one area
of manufacturing using the existing equi pment and skill ed manpower woul d
be to supply w ng conponents.

The Avro RJ is used mainly on short haul routes by conmercial airlines
i n Europe.

Earlier, Prime Mnister Datuk Seri Dr Mhathir Mhamad wi t nessed the
si gni ng cerenony between Mhd Sheriff and BAe nanagi ng director Al an
McDonal d at the Mahsuri International Exhibition Centre, adjacent to the
Langkawi | nternational Airport.

BAe is one of the exhibitors at the Langkawi International Maritine and
Aer ospace show held at the M EC

The bi enni al event ends tonorrow.

Asked if Khazanah Nasi onal would invest in the Avro RJ progranme as a
sharehol der, Mohd Sheriff said this was one of the areas of co-operation

"But it is too early to discuss the quantum of investnent.

"It is premature for me to give a conm tnent,"” he said.

To a question, Mohd Sheriff said Khazanah and BAe had identified a
nunber of aircraft progranmes undertaken by the | eading British aerospace
group whi ch SME Technol ogi es coul d parti ci pate.

The agreenent calls for BAe to transfer its engi neering and
manuf acturing capabilities to SME Technol ogi es' subsidiaries, SME
Aer ospace and SME Avi ati on

Bot h subsi di ari es which are based in Sungai Bul oh, Sel angor, are
i nvol ved in the nmanufacturing and assenbly of the MD3-160, the all netal
two-seater trainer aircraft.

A total of 40 MD3-160 had been sold to the Royal Ml aysian Air Force and
t he I ndonesi an Commruni cati ons M nistry.

A significant anmount of interest in the aircraft is also frombuyers in
the United States.

This aircraft project was nade possi bl e by BAe's provision of
engi neering and nmanuf acturing assi stance as part of the offset programre
for the sale of its 28 Hawk advanced jet trainers to the RVAF five years
ago.

Mohd Sheriff said the tie-up between Khazanah Nasi onal and BAe had



nothing to do with the Governnent's refusal to invest in the ailing Fokker
ai rcraft conpany.

"That (Fokker) deal is different fromwhat we agreed wi th BAe today.

"Here, we are |looking at BAe to build up our aerospace industry, while
trying to becone a najor aircraft conmponent supplier,” said Mohd Sheriff.

McDonal d said the tie-up would enabl e Mal aysia to have access to
aircraft technol ogi es without having to invest billions of ringgit in
maj or research and devel opnent programes and aerospace infrastructure.

"It is alowcost, mninumrisk venture, with maxi mumgain for both
parties," he said.

He added that BAe was confortable with this smart partnership with
Mal aysia for two reasons.

One is that Britain and Mal aysia are influential in their own
geogr aphi cal areas.

"While Britain is a dom nant voice in Europe, Malaysia is the prine
nmover in Asean, and both countries have cenented strong ties.

"Secondly, BAe has had a long relationship with the Ml aysi an Gover nnent
and i ndustry invol ving manufacturing and support programes w th conpani es
such as SME Aerospace, Airod Sdn Bhd and Sine Aircraft Tyre Conpany
produci ng ai rborne conmponents and ground support equi prent for aircraft in
t he hone and export markets."

McDonal d al so sai d BAe was an active player in the Ml aysi an
Governnent's Multinmedia Super Corridor project and had been sel ected as
the project nanager of the British Malaysian Institute which woul d provide
manpower for the MSC
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