04/ 11/ 1998

PM 4 aerospace firnms to nerge

THE rati onal i sati on of | ocal aerospace conpanies into one entity wll
involve four firns - Aerospace | ndustries Mal aysia Sdn Bhd (AIM, Airod
Sdn Bhd, UPECA Engi neering Sdn Bhd, and SME I ndustries Sdn Bhd.

Prime M nister Datuk Seri Dr Mahathir Mohamad said the nmerger of the
four conpani es wi Il avoi d unnecessary overl aps, reduce costs and nake
Mal aysi a' s aerospace i ndustry nore conpetitive gl obally.

"We are working on this. W have agreed in principle. It is now a
questi on of eval uating each conpany and their roles,” he said at a press
conference i n Subang yest erday.

Dr Mahathir earlier wtnessed the handi ng over cerenony of Boeing
757/ 767 parts nmanufactured by Airod to Shi nMaywa of Japan and rocket
booster parts to Macnab Engi neering of the US. Airod was al so present ed
with | SO9002 certificationfromBureau Veritas Quality International of
France.

The Prinme Mnister said the merged entity will focus its activities on
manuf act ure of conponents, nodification of aircraft, avionics, and repair
and mai nt enance.

The "blueprint for the aerospace i ndustry in Ml aysia", which was
unvei l ed at the Langkawi I nternational Maritinme and Aerospace exhi bition
in Langkawi | ast Decenber, listed 45 reconmendations to pilot the
i ndustry's lift-off.

One is to "consolidate various |ight aircraft manufacturing conpani es
into asingle entity either through a nerger or the formation of a
consortiumto be called Consortiumfor Light Aircraft and Systens |ed
preferably by an entreprenuer with expertise in aerospace/avi ation"

Anot her recommendation is for the establishment of a "l arge consortium
tolead Malaysia's entry into systens i ntegration”™ which will consolidate
the nation's investnments in | arge aerospace-rel ated systens such as
airport facilities, RVAF weapons systens and Mal aysia Airlines flight
sinulators into a single entity.

Asked why Conposites Technol ogy Research Mal aysi a (CTRM) Sdn Bhd, which
has desi gned and manuf actured Mal aysia's first conposites-based aircraft,
is not included in the consortium Dr Mahat hir said: "CTRMi s doi ng t hi ngs
onits own at the nonment. They are specialised in conmposites, so at the
moment we will | eave themout."

In his speech earlier, Dr Mahathir praised Airod president Tan Sri Ahnad
Johan's efforts in maki ng the conpany a success and hoped t hat he woul d
| ead the rationalisation of the aerospace i ndustry.

Airod's success i n handing over the first batch of |ocally manufactured
parts for use in Boeing 757/767 aircraft and space rockets has al ready
attracted interest fromother industry players.

"W have received nany enquiries fromthe US and Europe. |In today's
cerenony we have representatives fromAsahi Aerospace Japan who have
indicated i nterest in having us manufacture conponents for the Boeing
777," Ahmad said.

He sai d UPECA Engi neering, a | ocal high precision engi neering conpany,
has al so recei ved orders for various non-aerospace conponents for 1999
amounting to about RML5 nillion per year

Airod is Mal aysia's prem er aerospace nai nt enance and nodi fication
facility providing support tonilitary and comrerci al aircraft, engines,
aer oconponents and avi onics. Its main custoners are t he Royal Ml aysi an



Air Force and the US Air Force.

The 1 SOB002 certification it received yesterday was for provision of
aircraft mai ntenance and nodi fication, overhaul and rectification of
aircraft engi nes, engi ne conponents and ai rcraft conponents.
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