06/ 09/ 2001
Plan to buy Russian fighter jets expected to be revived (HL)

Ei r mal asar e Bani

MALAYSI A' s proposal to buy the Russian fighter aircraft Sukhoi Su-30, a

pl an shel ved four years ago due to the Asian financial crisis, is expected
to be revived.

A barter trade arrangenent is likely to be pursued for this second arms
deal between the two countries, involving shipnents of Mal aysi an pal moil
to pay for the aircraft which are understood to cost at | east US$35
mllion (US$1 = RM3. 80) each.

Mal aysi a had bought 18 M G 29 Ful crumfighter jets in 1994 for a total
of US$600 million (then RML.56 billion), under an of fset programme which
took 24 nonths to negoti ate.

It involved a cash paynment of US$450 million, palmoil shiprments worth
US$95 mil lion, and supply of other Ml aysian products worth RVMB5 nillion

The pal moil was to be delivered to Russia over a period of five years,
whi ch incidentally ends this year.

According to the Mal aysi an Defence I ndustries Council (website), the
of fset progranme included the manufacture of MG 29 tyres in Ml aysia and
the setting up of the Aerospace Engi neeri ng School at Universiti Sains
Mal aysi a.

The of fset agreement comits Russia to transfer technol ogy and assist in
t he devel opnent of the Mal aysi an def ence i ndustry.

Russi an news agency Interfax reported | ast week that there are strong
prospects for Russia to sell medium and short-range air defence systens,
i ght warshi ps and rocket |aunchers to Ml aysi a.

The report, quoting an arns expert, said Kuala Lunpur needs these types
of weapons and Russia's offers are quite conpetitive. The Sukhoi deal is
expected to be di scussed when Prinme M nister Datuk Seri Dr Mahathir
Mohamad vi sits Russia next week, it added.

The Prime Mnister will be in Russia on Septenber 12-16

A Mal aysi an governnent team who i ncl uded representatives fromthe Roya
Mal aysi an Air Force (RVAF), had nmet |rkutsk Aviation Production
Association (I APO) officials in Russialate |last nonth, a source told
Busi ness Ti mes.

"The Governnent wants to sign the agreenment at the upcom ng Langkawi
International Maritinme and Aerospace (LI MA 2001, Cctober 9-14)," the
source said.

| APO manuf actures the Su-30 and Su-27 fighters, as well as the Be-200
anphi bi ous aircraft.

Interfax had reported in July that | APOwas participating in a Ml aysian
government tender for the delivery of anultinode tactical aircraft. The
aircraft-maker sent Ml aysia a test Su-30MKI aircraft that incorporates
the latest features of the newer Su-35 and Su-37 nodels, according to the
report.

"It is a maj or purchase but the Governnent has not nmade any deci si on
yet," said a Defence Mnistry official

The Governnent's annual all ocation for defence amounts to RM2 billion
but the ministry has recently asked for an i ncrease under the Eighth
Mal aysi an Pl an (2001-2005).

The allocation is only about 2.5 per cent of the gross donestic product,
conpared to 5 or 6 per cent in the neighbouring countries.

It is understood that RMAF i s undertaki ng a noderni sation progranme,
whi ch i ncludes the formati on of a full squadron of 16 fighter aircraft.



Di scussions are said to have al so been held with Boeing Mlitary Aircraft
and M ssile Systens of the US for its new generation F/ A-18E/ F Super
Hor net jets.
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