09/ 03/ 2001
T ganu sues Govt, Petronas over oil paynents

Ei rmal asar e Bani

TERENGGANU yesterday filed a suit at the Kuala Lunpur Hi gh Court agai nst
the Federal Governnent and Petronas over oil royalties it clains are due
toit.

In the suit, the State Governnent clains that the Federal CGovernnment has
discrimnated against it in respect of noney due fromoil extracted in the
state, and that Petronas has breached an agreement wi th Terengganu on the
matter.

Asked about the state's action, Prinme Mnister Datuk Seri Dr Mahathir
Mohamad said: "It is their right... they did what they did based on their
under st andi ng of the law, we did according to ours".

"Let the court decide," he told reporters in Putrajaya yesterday.

At a nmedia conference in Kuala Lunpur earlier, Tun Salleh Abas, chairman
of the technical committee set up by the Terengganu State Governnent to
pursue the matter, said: "W have a strong case... al nbst inpeccable |
woul d say."

The Federal Governnent had deci ded | ast Septenber to set up a speci al
paynments nmechani sm cal l ed "Program Penbi ayaan Wan Ehsan", for oi
extracted in the state, and to end the previous practice of naking annua
paynments directly to the State Governnent.

The noney wi Il be nade avail able for social and devel opnent projects to
benefit the peopl e of Terengganu.

Mnister inthe Prine Mnister's Departnent, Datuk Rais Yatim had said
the nmechanismnullifies the 1975 agreenent between Terengganu and Petronas
regardi ng annual paynents.

Terengganu had recei ved annual paynents from Petronas for oil and gas
extracted. At 5 per cent the total value of oil and gas extracted, it got
between RMVA00 million and RMbOO nillion a year

The state is demanding RMB10 million fromPetronas for the year 2000, up
75 per cent fromRwWA26 mllion paid in 1999, due to the increase in crude
oil prices.

Terengganu accounts for about 60 per cent of Ml aysia' s oil output,
which in 1999 stood at 712,000 barrels per day. Between March 1978 and
March 2000, the state received a total of RM7.1 billion in oil paynents.

Bernama reports: Terengganu has outlined the grounds for its action
agai nst Petronas and the Federal Governnent.

Speaki ng at a press conference in Kuala Lunpur after the filing of the
suit, Terengganu Econom ¢ Devel oprnent, Petrol eum Industrial and Human
Resources Conmittee chairnman Mustafa Ali said

"The action is taken as there are no clear signs that the rights to the
royalty will be given back to the Governnment and peopl e of Terengganu
after they were taken away si x nonths ago."

The grounds agai nst Petronas include breach of agreenment signed with the
State Governnment; discrinination agai nst the Terengganu Government; and
deprivation of property right w thout adequate conpensation in breach of
Article 13 of the Federal Constitution.

Specific performance of the principal and suppl enentary agreenents is
al so demanded of Petronas, and that it should not have conplied with the
Federal Governnent's direction.

Must af a said the grounds agai nst the Federal Covernnent are:

* |llegal direction was given to Petronas, causing the latter to break
t he agreenent;



* The Federal Governnent took irrel evant considerations and disregarded
rel evant ones in issuing the direction to Petronas. The direction is
unr easonabl e, absurd and irrational;

* The Federal CGovernment is guilty of bad faith by asking Petronas to
break t he agreenent;

* There is discimnatory practice agai nst the Terengganu Governnment, and

* The Federal CGovernnent's action is oppressive, arbitrary and
unconsti tutional and contumelious disregard of the | aw and Consti tution.

Must af a said the State Governnent has engaged counsel Tonmy Thomas and
Raj a Azi z Addruse to handl e t he case.

According to the wit of summons which was distributed to reporters
after the nedia conference, the Terengganu Government is claimng, anmong
ot her things, general, aggravated and exenpl ary damages fromthe Federa
Gover nnent .

From Petronas, it is seeking specific performance of the principal and
suppl enentary agreenents and an order that Petronas pay within 14 days of
the court order the cash paynents due and payabl e on Septenber 1 2000 and
at future dates in accordance with the terns of the agreenents.

It is al so seeking damages for all eged breach of contract and genera
danages agai nst the conpany.

Agai nst bot h defendants, the Terengganu Governnent is claimng interest,
costs and further, or other relief.

Asked why the matter was being taken to court, Salleh said the State
Gover nnent had no choice and that it needed nmoney to run the state. "W
can't go to any bank for noney and we can only borrow fromthe Federa
Gover nnment . "
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