27/ 06/ 2000
Govt to review T'ganu's right to oil royalties

Hami sah Hami d

THE Governnent will go through the accounts of the Terengganu State
Government to ensure that the noney received fromoil royalties is not
m sused, says Prime M nister Datuk Seri Dr Mahathir Mhamad.

At the same tinme, Dr Mahathir said the Government will review
Terengganu' s right to oil royalties and study whether or not it forns part
of a previous agreenent with the Terengganu St ate Government.

Unl i ke Sabah and Sarawak, he said Terengganu is not entitled to receive
oil royalties.

"Sabah and Sarawak have been entitled to royalties fromthe begi nning
but Terengganu and ot her states do not have such an entitlenent.

"That is why we have to study whether we have to pay or not," he told a
news conference at the Sultan Abdul Aziz Shah Airport in Subang yesterday.
The Prime M nister returned fromEgypt after attending the G 15 summt.

Dr Mahat hir was asked to comment on a newsreport whi ch quoted sources
saying that Terengganu will be paid RMB10 mllioninoil royalty this
year, up 75 per cent fromlast year's RV26 mllion.

The report stated that the ambunt - attributed to the increase in the
global oil price of between US$30 and US$32 per barrel (US$1 = RMB. 80) -
represents 5 per cent of Petronas' oil revenue paid to the state as agreed
earlier.

The Prinme M nister acknow edged the i ncrease in Petronas' oil revenue,
but added that the Governnment has to revi ew Terengganu's right to oil
royal ties.

According to the Land Code (Chapter 138) which was enforced since 1928
i n Peninsular Mal aysia, a state-owned | and covers the foreshore and bed of
sea withinthe territorial waters of the state.

International | aw says that the state's territorial waters cover the
areas within 3 nautical nmles fromthe | ow wat er narKk.

Under this definition, the Terengganu State Governnent is actually not
entitled to any oil royalties as the petroleumis obtained froman area
| ocated 100kmfromthe state's territorial waters.

Dr Mahat hir said the Governnment had previously agreed to pay oil
royalties to Terengganu based on the consi deration that the state was at
that tinme the poorest in the country and the Governnent believed that the
amount received by Terengganu woul d not exceed RVbBO m | |i on.

However, due to Petronas' excell ent nanagenent, he sai d the amount has
i ncreased.

He al so said that the Governnent is "not very satisfied" with the
utilisation of oil royalties by the states and feels that they have to
under go t horough audi ti ng.

"We have to study in detail the expenditure by Terengganu and ot her
st at es because we have to knowthat the noney will not be m sused," he
added.

Asked whether the RMB10 nmillion will be paid to Terengganu or not, the
Prinme Mnister said the Governnent has to study the state's right to oil
royal ties.

On whet her probl ens on soci al devel opnent will be created should the
Gover nnent di scontinue the royalty paynent to the state, he said: "The | aw
is the | aw

"W will provide the noney... even though it is not in the formof
royalty, we can provi de assi stance t hrough speci al all ocation or other



means. "
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