08/ 09/ 2000
Rai s: Wong to see Petronas' 1975 agreenent as |egally-binding right

Nel son Fernandez; Abdul Razak Ahnmad

KUALA LUMPUR, Thurs. - Petronas' agreement in 1975 to issue annual speci al
paynents to State Governments in Peninsul ar Mal aysi a based on a percentage
of petroleumrevenues is a gesture of "goodw || ".

Mnister inthe Prime Mnister's Departnent Datuk Dr Rais Yatimsaid
that the agreenent coul d not be considered a legally-binding right to
royalty payments by the peninsul ar States.

"The term royalty' is inaccurate. There is nothing contained in the
1975 agreenent with the States which can be construed as royalty
paynents," he said today after |aunching the Rasuah Di hina, Maruah D bi na
docudrama produced by the Anti-Corruption Agency, at the Eastin Hotel in
Pet al i ng Jaya near here.

Prime Mnister Datuk Seri Dr Mahat hir Mohamad nmeanwhil e said the Federa
Gover nnent woul d determ ne the quantum of the special paynent to
Terengganu under its new arrangenent to channel the funds directly to the
peopl e.

Speaking to reporters at the Kuala Lunpur International Airport in
Sepang on arrival from London today, he said this was because the funds
that Terengganu had been receiving all this while was only a speci al
payrment and not oil royalty. (See report on Page 2).

The question regarding the Terengganu Governnment's legal right to a
portion of oil revenues fromplatforns |ocated off the State's shores
gai ned promi nence follow ng reports that the Federal CGovernnent had
supposedly agreed to pay RMB10 nmillion to the State this year.

The anmount is alnost twice the RMA26 million paid to the State
CGovernnent | ast year.

It is understood that the agreenent in 1975, based on the Petrol eum
Devel opnent Act 1974, stated that five per cent fromrevenues be paid to
the State.

On Tuesday, the Finance Mnistry issued a statenment on the
i npl ement ati on of a new nethod of disbursing the special paynment, which
was to channel the funds directly into devel opnent projects.

The statenment said that despite releasing a paynment of RMA32 nmillion to
the Terengganu State CGovernnent in February, it had received no statenent
or information on the expenditure of the funds.

Rais said that only Sabah and Sarawak had binding rights to oil revenue
percent ages, based on two |aws - the Petroleum M ning Act 1966 and the
Continental Shelf Act 1968.

The two States' right to revenue fromplatforns | ocated off their
coastlines was extended in 1969, while sinilar rights for peninsul ar
States were limted to platforns |ocated within three nautical nmiles from
shore, at |owtide.

"For areas beyond the limt, it is up to the Federal Governnent to
determ ne," said Rais.

He was al so asked on the continued insistence of the Pas Terengganu
State CGovernnent that they have a right to a share of the revenues, based
on Section Four of the Petrol eum Devel opment Act.

The Section reads that in return for granting the petroleumrel ated
rights to Petronas, it should nmake cash paynents to the Federal or State
CGovernnents as agreed by the parties invol ved.

Rai s said despite the section there was no | egal conpulsion (to issue
the paynment to the State Governnment) as it needed to be understood from an



overal | | egal perspective.
"But of course, the Terengganu State Government will feel otherw se,"” he
sai d.
( END)
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