06/ 09/ 2001
Concessi on by Singapore (HL)

Ram an Sai d

KUALA LUMPUR, Wed. - Singapore Senior Mnister Lee Kuan Yew said the
republic conceded nore ground in the agreenent reached with Ml aysi a
yesterday as it wanted i ssues, especially on water supply, to be resol ved
qui ckly and with the present Governnent.

Cl aimng that Ml aysia gained nore fromthe broad agreenent reached on
all outstanding i ssues between the two countries, he said if the natter
was not resolved now, Singapore mght have to deal with a different
Governnent | ater.

"We could stand firmand wait for events to develop ... (and) we night
end up having to deal with a Governnent which may not be able to deliver
or may not deliver," he said at a Press conference at the end of his four-
day visit to Ml aysi a.

Under the agreenent, he said Singapore would receive | ess water than it
originally wanted and pay nore for it, while Ml aysia, anmong ot her things,
woul d be given 12 parcels of Iand not included in the points of agreenent.

Lee's remarks were an obvious reference to political devel opnments in
Mal aysia and the threats posed by Pas, which was perceived by sone as
havi ng gai ned i ncreasi ng support.

Al t hough he rated as unlikely the chances of Pas com ng to power, the
forner Singapore Prinme Mnister said things mght devel op unexpectedly.

"W have not given in so easily but decided to make a deal even though
one which | could say is not bal anced. But supposedly we did not strike a
deal , and supposedly in 2004, CGod forbid, you don't have an Umo-I ed
Governnent to negotiate with ... that's nore problenmatic."

On Pas coming into power, Lee agreed this would certainly pose a probl em
as changes coul d be expect ed.

Lee and Prine M nister Datuk Seri Dr Mahathir Mhamad yesterday reached
a breakt hrough on five issues that have soured ties between both nations.

The outstanding i ssues included the sale of water to Singapore, the
poi nts of agreenent for the devel opnent of railway | and owned by Keretap
Tanah Mel ayu Ber had, and the status of the Ml aysian Custons, inmgration
and quarantine facilities at the KTMB station in Tanjung Pagar.

Two ot her issues concerned the use of Ml aysian air space by the
Si ngapore Air Force and withdrawal s from Si ngapore's Central Provident
Fund by workers from Peni nsul ar Mal aysia. Both sides also agreed to a
proposal by Malaysia to construct a new bridge Iinking the two countries
and denolish the causeway after its conpletion in 2007.

On the possibility of Malaysia refusing to supply water to Singapore,
Lee felt this was unlikely.

"I don't think the (Ml aysian) Governnent will take a step that would
lead to the intervention of the Security Council (United Nations) and
action by us to protect our interest and sel f-defence.

"I't is not something you do without consequences."

Asked for his views on the post-Mhathir era, he said although Pas was
unlikely to win in the 2004 general election, Umo night | ose a few nore
seats and States. "It is not a disastrous outcone but it could be an
erosion of the noral authority of Umo. But this can be reversed if
certain policies can be adopted, at |east they believe so."

Lee al so denied allegations that the republic had sabotaged Mal aysia's
econony during the 1997-98 regional financial crisis. He said Singapore
woul d not resort to such action as "it did not rmake sense".



"Firstly, we do not have the capacity to sabotage the Ml aysi an econony,
and it is not in our interest to do so. If we do so, we are going to
suffer pain and | osses because we have our banks and conpanies with
i nvestnents in Malaysia. There are al so Si ngaporeans owni ng properties in
Mal aysia ... they will suffer.™

Asked why Si ngapore banks offered very high interest rates for deposits
inringgit during that tine, he said the rates were fixed by banks and had
nothing to do with the Governnent.

As for Singapore's econonm c performance this year, Lee said the
Gover nnent expected a gross domestic product growth of 0.5 per cent while
the private sector forecast -0.5 to -1.0 per cent.

"Either way, it is not satisfactory," he said.

The Senior Mnister was al so asked for his views on mlitant groups in
the region and its effects on Singapore and he replied the nenace had been
growing for sonme tine. In Indonesia, it heightened after the downfall of
Presi dent Suharto, alluding to former President B.J. Habibie's ruling to
do away with the decree allowi ng the use of Islamin nanes and synbol s.

He cited as exanpl es the bonbi ngs of churches, damage to nobsques done in
retaliation, arson and the formation of jihad teanms sent to Maluku to
fight Christians.

"We nust accept there has been a kind of Islamc globalisation in
activities over the last 20 years - the bombings of the World Trade
Centre, the US Navy ships in Yenen, etc. | think there will be a flow of
this and we have to watch carefully because if it takes root in Indonesia
and Mal aysia, then we are vulnerable. It is not sonmething that we view
with disinterest."”

On whether the threats posed by nilitant groups were as dangerous as
comuni st i nsurgency, Lee replied although it had yet to reach that stage,
it had the tendency to pose a serious danger if not checked early.

"The mlitants now have yet to be deeply rooted and controlling key
influential positions |like the comuni sts then who had penetrated school s,
cl ans, associations, chanbers of commerce, trade unions and the nedia.
don't want to downplay the danger as over tinme, they can devel op the sane
skills. If they manage to devel op the sane degree of penetration |ike the
comuni sts, we will be facing a different situation."

Lee left for Singapore at 8.30pmfromthe Kuala Lunpur Internationa
Ai rport in Sepang.
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