04/11/1998

KLSE noves to act firmy against breaches of rules

THE Nati onal Econom ¢ Recovery Plan (NERP) which had been drafted by the
Nati onal Economic Action Council said in a status of inplenentation report
that its recommendati ons to the respective mnistries and agenci es are

bei ng i mpl enent ed.

M NI STRY OF FI NANCE

In the 1999 budget speech, Prine Mnister and First Finance M nister
Datuk Seri Dr Mahathir Mohamad said that by the end of the year,
Pengurusan Danaharta Bhd (Danaharta) is expected to take over non-
perform ng | oans (NPLs) worth RMB billion from21 banking institutions.

To increase transparency, Danaharta will dissenm nate detail ed
information on the acquisition and selling of the NPLs.

The anpunt needed by Danaharta to remove the NPLs fromthe banking
system has been reduced to RML5 billion fromthe earlier projection of
RVMR5 billion due to better equity, lower interest rates and the new
definition of NPLs.

The first acquisition involved RML6.2 nillion worth of NPLs from Perwira
Affin Bank while on Cctober 16, RVb billion worth of NPLs from Si ne Bank
wer e acquired

BANK NEGARA MALAYSI A

On the Bank Negara side, Dananodal Nasional Bhd (Dananpdal) offered RML1
billion in nom nal val ue zero-coupon unsecured redeemabl e bonds on Cct ober
21 1998, in which the bonds have a maturity period of five years.

It will be offered to 57 financial institutions conprising 35 comrerci al
banks, 10 core finance conpani es and 12 nerchant banks.

SECURI TI ES COWM SSI ON ( SC)

NERP r econmendat i on:

Establish an early warning systemto be nonitored anong key Gover nnment
agenci es which can identify negative devel opnents within the financial and
currency markets well ahead of tine.

SC s response:

An early warning systemfor "Adjusted Net Capital" of futures brokers
has been finalised by the SC, Kuala Lunpur Options and Fi nanci al Futures
Exchange (KLoffe), Mal aysian Derivatives O earing House (MDCH) and Kual a
Lunpur Commodi ty Exchange (KLCE)/ Mal aysi an Monet ary Exchange ( MVE)

It will allow bourses and the derivatives clearing house to nonitor
capital and liquidity situations of futures brokers and enable early
precauti onary steps to be taken.

NERP' s r ecomendat i on:

Any change in the rul es and regul ati ons on the Kual a Lunpur Stock
Exchange (KLSE) shoul d only be undertaken after adequate notice and not be
i mpl emented abruptly or arbitrarily.

SC s response:

The SC has directed the KLSE and other bourses to have di scussions with
related i ndustry parties before sendi ng proposals on any change in rul es
or regulations to the SC for consideration.

NERP' s r ecommendat i on:

Mar ket regul ators, especially the KLSE, SC and the Regi strar of
Conpani es (ROC), nmust act firmy and decisively agai nst breaches of
regul ati ons. They nmust increase their nonitoring and enforcenment
activities.

SC s response:



This subject is included in the Front-Line Regulation (FLR) task force's
bl ue print where the KLSE has been told to increase its capability as a
front-line regulator for its menbers.

The SC is also constantly holding talks with the KLSE in order to sol ve
operational issues and to inprove upon and strengthen the KLSE s
regul atory system

KUALA LUMPUR STOCK EXCHANGE ( KLSE)

NERP r econmended:

Mar ket regul ators, especially the KLSE, SC and ROC nust act firmy and
deci si vel y agai nst breaches of regul ations.

They must increase their nonitoring and enforcenment activities.

KLSE' s response:

A study is being undertaken to review the functions of the divisions or
departnents within the KLSE group in order to suit the requirenents of a
front-1ine regul atory organisation

An Organi sation and Met hods (O&\V) Departnent has been set up to review
the systens and net hodol ogy in order to streamnine functions.

A KLSE Front-Line Regul ation (FLR) task force, on Cctober 2 presented to
the SC a draft report on the overall direction and the nmeasure or
strategi es the KLSE group has undertaken and intends to undertake inits
bid to becone a FLR organi sati on.

The areas covered, anpbng others, are self-regul ation, enforcenent of
rul es and regul ations, regul ati ng behavi our of issuers, regul ating
behavi our of market internediaries and regul atory nmanagenent of the
secondary mar ket .

NERP' s reconmendat i on:

A broader based circuit breaker mechani smshoul d be considered to
address the probl emof excessive volatility in the market.

The KLSE' s response:

The KLSE has studied this and is working together with the KLoffe, KLCE,
MMVE and Mal aysi an Derivatives O earing House (MDCH) to come up with a
wor ki ng paper for further discussion with the SC

M NI STRY OF HOUSI NG AND LOCAL GOVERNVENT

NERP r econmendat i on:

Devel opers shoul d use | ocal heavy equi pnent and | ocal products such as
cement, alum nium steel, ceranics and others. This neasure is ainmed at
cutting the cost of inports.

M nistry's response:

A circul ar has been sent out to all |ocal governnent in the country to
compel projects to have at | east 60 per cent |ocal content and products.

The progress of this ruling will be nonitored and assessed every siXx
nont hs.

NERP' s r econmendat i on:

I ncrease the export of locally produced construction nmaterials.

M nistry's response:

The Mnistry has directed all local authorities to give priority to
export-oriented i ndustries when processi ng and approvi ng applications
related to the setting up of business ventures.

It is working with the Construction Industry Devel opnent Board (Cl DB) on
this matter to hel p encourage the export of l|ocally manufactured
construction materi al s.

NERP' s r econmendat i on:

Planning is a joint federal and state function. The federal governnent
must have a say in planning matters.

M nistry's response:

The Mnistry is preparing a nenorandumentitled "A Proposal To Bal ance
The Rol e And Powers OF The Federal Governnent And The State CGovernnents To



Strengt hen The Town Pl anni ng Systent for subnission to the Governnent.

NERP' s r ecommendat i on:

In view of the prospective glut of office space, there should be a
tenporary noratoriumon approvals until the situation inproves. Banks
shoul d consi der stopping projects which are just starting with the
groundwor k instead of allowing themto contribute towards NPLs.

M nistry's response:

The M nistry has sent out a circular on Septenber 7 to all [ ocal
governnents to freeze the approval of building plans which involve office
space, especially in areas where supply exceeds denmand.

THE M NI STRY OF HEALTH

NERP' s reconmendat i on:

Uni ons shoul d exercise responsibility to ensure that collective wage
agreenents are in keeping with econonic conditions, corporate
profitability, industry conpetitiveness and worker productivity.

M nistry's response:

The I ndustrial Relations Department under the Mnistry - when nediating
wage di sputes and collective agreenents (CAs) - is advising and gui di ng
trade unions to be reasonable in their demands and to take into
consi deration the current economc crisis.

As study carried out by the departnment on salary trends of CAs showed
that there were 151 coll ective agreenents signed between January and
August this year.

O the number, 91 recorded a decrease in the percentage of salary
i ncrease as conpared to the previous years while seven recorded a freeze
in salary increase

NERP r econmendati on are

Forei gn workers shoul d be charged nedi cal fees and ward charges at
mar ket rates when they seek treatnent in public hospitals and clinics.

M nistry's response:

The Mnistry is conpiling data on nedical charges at private nedical
institutions, especially those which provide nedical services which have
soci al consi derati ons.

So far, only the Islanmic treatnment Centre and Assunta Hospital have
given their feedback.

The recommended rates for foreigners in Governnent hospitals will be
submtted to the Mnistry's top officials and other authorities after
getting feedback fromtwo ot her private hospitals.

The M nistry has, on October 6 proposed to the Mnistry of Hone Affairs
and M nistry of Human Resources for foreign workers to take up health
i nsurance as a condition in their work permt.

M NI STRY OF AGRI CULTURE

NERP r econmendat i on:

Encour age organi sed and systematic petty trading farm ng (vegetable
cultivation, livestock rearing and others) and setting up of snal
busi nesses.

M nistry's response:

Bet ween February 23 and October 14, nore than 468,000 catfish
fingerlings were supplied to 39 farnmers in Selangor to increase |ocal food
producti on.

Four conpani es have al so been allotted 560ha of |and by the Perak State
Governnent to carry out various farmng activities.

NERP' s r ecommendat i on:

I ncrease market outlets for perishable goods including permanent sites
for "pasar tani".

M nistry's response:

Up to July this year, 675 direct-selling | ocations have been created for



agricultural produce and rel ated products.

O the figure, 142 were created over the past three-nonths.

THE M NI STRY OF ENTREPRENEUR DEVEL OPMENT

NERP' s r ecommendat i on:

St udy thoroughly the cost and benefits of utilising public-contributed
funds such as Pernodal an Nasi onal Bhd and devi se an appropriate schenme to
assi st ailing Bum putera and ot her compani es.

M nistry's response:

The M nistry has started a joint-venture programme with the cooperation
of the chanbers of conmerce

Up to Septenber 30 1998, 52 joint-ventures have been formul at ed.

NERP' s reconmendat i on:

The Gover nnent shoul d assi st busi ness organi sati ons whi ch can
aggressi vely market and distribute Ml aysi an products and consul t ancy
services in foreign countries.

M nistry's response:

The M nistry has hel ped Serting Group in getting funds totalling RML.5
mllion fromthe Export-Inport Bank of Ml aysia (Exi mBank) to enable it
to mar ket Ml aysia's good overseas.

The M nistry has also hel ped Guthrie Furniture Sdn Bhd in getting a
contractors services centre (Pusat Khidmat Kontraktor) Grade A licence to
expand its | ocal operations in the manufacturing and i nterior decorating
sectors as this will encourage the conpany's subsidiaries to explore
export market.

M NI STRY OF RURAL DEVELCOPMENT

NERP' s r ecommendat i on:

Announcenents shoul d be properly coordinated and preferably nmade
together rather than in a pieceneal fashion.

Coordi nati on between various arms of the Governnent and agencies is
essenti al .

M nistry's response:

The Mnistry is preparing a conprehensive action plan ainmed at
i ncreasi ng productivity, awareness anong target groups and usage of
manpower .

O her sectors being focused on include a plan to increase food
processing and activities of cottage industries.

A draft of this action plan was tabled at the Mnistry's policy
comm ttee neeting on October 20 1998 and woul d be subnitted to NEAC

NERP' s recormendati on:

SEDC s should facilitate the establishnent of nore whol esal e markets
and "pasar tani" at state, district and town |evels.

M nistry's response:

The M nistry has agreed to the setting up of a whol esal e market soon in
Air H tam Puchong, Selangor by the State Agriculture Devel opnent
Cor por ati on.

( END)
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