02/ 07/ 2000
Not unfair to redistribute oil royalty

A. Kadir Jasin

WHETHER it was a mistake, an oversight or a good intention turned terribly
wong, the petroleumroyalty is maki ng Terengganu, now a Pas-rul ed State,
very, very rich.

The Utusan Ml aysi a and The Sun newspapers on Friday headlined the Prine
M nister's statenent that the award of petroleumroyalty to the State was
a m st ake.

Datuk Seri Dr Mahathir Mhamad was quoted by The Sun as saying that the
central Governnent had failed to consider the rights of other States when
it gave Terengganu the five-per cent royalty.

When production sharing agreenents were negoti ated bet ween Petronas and
the oil conpanies in 1976, only Sabah and Sarawak were producing oil. Even
so, nost of it was of fshore.

The two States had traditionally been enjoying sonme benefits fromthe
petrol eumrevenues.

As a consideration, it was incorporated into the agreenent between
Petronas and the oil conpanies that Sabah and Sawarak woul d recei ve a
five-per cent royalty.

When the agreenent was being negotiated, oil and gas reserves had j ust
been di scovered of f the coast of Terengganu. Wile sonme oil and gas fields
i n Sabah and Sarawak are | ocated inshore, all of Terengganu's fields are
situated far out in the sea - as far as 150 kil onetres.

Legally, the State has no jurisdiction over these faraway oil and gas
fields. Under the law, they belong to the Federal Governnent.

But since Sabah and Sarawak were entitled to the royalty, the sane was
extended to Terengganu, which at that point of time posed no controversy
as it was ruled by the Barisan Nasional .

In fact, the royalty was consi dered a handy way of devel oping the State,
whi ch was then anong the poorest in the country. The extra incone was, to
a | arge degree, effectively used to develop the State.

Now t hat Terengganu has fallen into opposition hands, the rising revenue
fromthe royalty, which amounts to RMBOO million this year, sticks out
like a sore thunmb. Understandably, it attracts the attention of other
States, in particular the poorer ones, which incidently are al so under
threat from Pas.

This notivated the maverick Perlis Menteri Besar, Datuk Seri Shahi dan
Kassim to demand that other States be given a share of the royalty. If
oil and gas royalty is intended to help a poor State, a State like Perlis
is equally entitled. Thus, Shahi dan's demand makes sense.

He had gone to the extent of suggesting that he would test his case in
court. But if hereally takes it to court, heis, inreality, challenging
t he Federal CGovernment.

What is clear is the production sharing agreenent is largely a matter
bet ween Petronas and the oil contractors. The States have little or no
part init. The royalty they receive is purely a goodw || paynent.

The question nowis, how do we take it back from Terengganu wi t hout
doing li kewi se with Sabah and Sarawak or how do we distribute it nore
wi dely so that other States can also enjoy it too?

Even Pas-1ed Kel antan nmay wel cone the additional incomne.

|F the award of oil and gas royalty to Terengganu was a ni stake, the
same may al so be true with sone of the | aws nade by the Barisan Nasional -
controlled Parlianent and State | egi sl atures.



They can or may prove to be detrinmental to it own well-being if a State
falls into the hands of the opposition.

O as the recent arrest of 25 Muslins at a restaurant in Damansara
shows, a State does not have to fall into opposition hands for the BN and
Umo to be made the subject of ridicule.

The Muslins were arrested by officers of the Sel angor Religious Affairs
Departnent (Jais) for being in a place that sells arak (al coholic drinks).
Al t hough the Sel angor Menteri Besar, Datuk Seri Abu Hassan Omar, |ater

announced that the officers had msinterpreted the | aw under which the
arrests were nmade and, therefore, no action would be taken against the 25,
t he Government was put in a fix.

One can rest assured that the Jais officers are not too happy with Abu
Hassan's decision. This is not the first time the officers, in their zea
to enforce the | aw, had enbarrassed the State Government.

Sonme years ago, they raided a beauty contest and arrested three Muslim
contestants for exposing aurat (the part of the body that shoul d be
covered).

They coul d have di scouraged the teenage girls fromtaking part in the
contest by reninding themof the offence. Instead they sat through the
contest and arrested themafter they had conpleted their routine.

Islamin Arabic neans peace and it puts the teaching of awareness ahead
of punishnent. But it seens that people enpowered with religious authority
are nore inclined to bring shane to fellow Muslins than peace.

Having said that, it is unfair to put the blane squarely on Jais
officers. | have said this before and | amsaying it again. The Menteri
Besar and his fellow Yang Ber hormat nust share the bl ane.

Who enacted these aws? Not the Jais officers involved in the raid. The
| aws were enacted by the State | egislature and, understandably, with the
agreenment of the Menteri Besar and the Muslim State Assenbl ynen.

Until |ast Novenber's general election, every single Mislimnenber of
the Sel angor State Legislative Assenbly were from Umo. Only now there are
two Pas menbers in the dewan.

Zai nah Annuar of Sisters in Islamhas a point when she asserted in a
Mal aysi aki ni I nternet news report that over-zeal ous Muslinms caught up in
the throes of Islanmic revivalismvery often contributed to enacting
| egislation that violates fundanental Islanmic principles of justice,
equality and freedom

The Umo Menteris Besar and State Assenbl ynmen may not count as over-
zeal ous Muslims. But they cannot deny responsibility of being a party to
the enactnent of these | aws.

In fact, there have been instances when the State CGovernnent appeared to
have given in to the wishes of the nore extrene elenments in the Mislim
society to gain popularity and political mleage.

Sone years ago, the State Governnent, under former Menteri Besar Tan Sri
Muhanmmad Muhammad Tai b, even encouraged vigil antes who peeped on courting
coupl es and pried i nto househol d privacy.

They organi sed thensel ves into bands and were i ssued wi th authorisation
cards by State authorities. Their spying and prying ended rather abruptly
when some of themwere caught extorting noney and other favours fromthe
peopl e they "arrested", including foreign workers.

These tough and all -enconpassing | aws and regul ati ons are not nuch of a
bot her when Umo is in power and in full control of the situation.

But when Umo | oses control of a State or when its control of the
situation is |l ess than conplete, the very laws and regul ations it hel ped
to enact will come back to haunt it.

The Sel angor incident is a good indicator. Previously, the civil
servants did not take sides in politics. They served the Governnent of the



day. But in recent years, sonme civil servants have not only becone
partisan, they are clearly against the BN Governnment at the centre and the
St at es.

This led to a I ot of people seeing a political notive in the arrest of
the 25 people. The fact that it happened so close to the Organisation of
I sl ami ¢ Conference Foreign Mnisters neeting in Kuala Lunpur caused ot hers
to see conspiracy in the arrest.

Per haps Zainah's call to the Governnment to set up a conmittee conprising
progressive Islamc scholars and constitutional experts to reviewthe
Syariah Crimnal O fences Enactnments enacted by the States, should be
gi ven favour abl e consi derati on.

For the tinme being, | would Iike to warn Muslimcurut (cigar) lovers to
be m ndful when entering any "wain & curut” shop to buy their RMLOO- a-
pi ece Cohi ba ci gar

Wain, | nust tell them is not the owner of the shop but sonebody's
Bahasa Mal aysia spelling for wine - wine & cigar shop.

VWH LE we take pride in the national oil conmpany's highest ever profit -
a whopping RM1.6 billion for the year ended March 31, 2000 - we nust be
rem nded of the fact that our oil and gas reserves will not |ast forever
and not all state-owned conpani es are naki ng noney.

We have to nmake the best use of these non-renewabl e resources while they
last. In recent years, there has been little debate on our oil and gas
pol i cy.

Many have forgotten the difficult days when production sharing
negoti ati ons were conducted by the very young Petronas and the very
experienced nultinational conpanies back in the 1970s.

What ever i s being di scussed now centres generally around the manner oi
and gas revenues are expended. This is not to say that the way oil and gas
revenues are spent is not inportant. It is inportant.

But we shoul d al so be concerned with the exploitation of these depleting
resources. Already mgjor international oil conpani es are expanding
research and i nvesting i n non-petrol eumenergy sources.

There is another inportant issue to be addressed. Wil e state-owned
conmpani es |i ke Petronas, Tenaga Nasi onal Berhad, Tel ekom Mal aysi a Ber had
and Pernodal an Nasi onal Berhad are doing well, there are those which are
haenorrhagi ng and are draining our financial resources.

Wth the econony, both in the public and private sectors, going through
the restructuring process in the aftermath of the 1997/98 regi onal
financial crisis, it is good to take the bull by the horns, so to speak.

The Governnent itself has privatised many state-owned conpani es and
agenci es. Understandably, sonme are doing well while others are not.

What ever the case may be, they are not a drain on governnent financi al
resources any nore.

This | eaves Perwaja, the national steel project, sticking out like a
sore thunb. Years have passed since efforts were initiated to revitalise
it, but | osses nount.

Successi ve "owners" and managenent teans have not been able to turn it
around. Wiile many factors |ike exchange rates and gl obal conpetition in
the steel industry are outside the control of the conpany, the fact
remai ns that the cost of keeping the project running is high.

Dat uk Must apa Mohaned, when he was Second Finance Mnister, said in
Parliament in April last year that the Government woul d continue to inject
capital into Perwaja as it had the potential to nake profits. He said
| osses would be worse if it was shut down.

Maybe we do not have to take such a drastic neasure as closing down the
project. There have been reports that there are investors, including major
foreign steel mlls, showing interest in the conpany.



In the parlianmentary reply, Mistapa al so reveal ed that the Corporate
Debt Restructuring Conmittee and a foreign consultant were conducting
studi es on the project and woul d sunbit their recomendations to the
Gover nment .

Let us hope that these recomendations will lead to the final solution
to the Perwaj a probl em

As they say in business, if you cannot nake noney, cut your | osses.

( END)
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