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MALAYSIA

COMPLIANCE RATINGS

Fiscal transparency 2006 2005 2004 2003
Clarity of roles oo coe oo oo
Availability of information soee soee cece coes
Budget preparation coee ceee e coo
Accountability coee cone s cene
Score 3.75 3.75 3.75 3.25

OUTLOOK & COMMENTARY

Overall in 2006, Malaysia continued its commitment to transparency. The transformation of
government-linked companies (GLCs) continued apace in 2006, with commentators praising
the increased business-mindedness with which they are now being run, and this process is
expected to continue in 2007. However, the true impact and value of the various ‘books’
detailing guidelines for GLC transformation will take several years to become apparent.

In other areas, the government continues to tackle corruption through various measures, but
commentators have seen the success of these as mixed. Again, some of the measures have just
been put into place, so the impact is likely to be seen over the longer term. Furthermore, in
the Ninth Malaysia Plan 2006-10 the government re-iterated its commitment to the
controversial target, set out in the New Economic Plan, of 30% bumiputera (i.e. indigenous
peoples and Malays) ownership in business.
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EXECUTIVE SUMMARY

3.75 Compliance in progress

In 2006, Prime Minister Abdullah Ahmad Badawi’'s gonment has started to tackle some of the prisritikich it
highlighted last year as important, including thestructuring of the domestic corporate sector akling
corruption.

In the restructuring of the domestic corporate medhe greatest direct government activity over past twelve
months has been the gradual and ongoing refornoedérgment-linked companies (GLCs). This proceasgedd in
2005 and is overseen by the Putrajaya Committe&lo@ High Performance (PCG) within Khazanah Nasional
Berhad, the government’s asset manager. Key peaioce indicators, although only headline ones, \wereduced

in the 15 largest GLCs and 2006 saw three manaatxhed setting out guidelines for the transforomatif GLCs:
the Silver Book(on social responsibility), th&reen Bookon enhancing board effectiveness) andRlee Bookon
reviewing and revamping procurement proceduresie Silver Bookalso requires GLCs to declare the costs of their
social obligations, meaning greater transparencygoasi-fiscal activities. Commentators have obsgrthe
emergence of a business mentality in GLCs, whiake liacruited senior officers from the private sectBeporting

on financial information of development financialsiitutions (DFIs) has improved, but information treir
relationship with the government could benefit fradditional disclosure.

There was a further advance in efforts to tackleugtion in 2006 with the development of a Natiohategrity
Index, the opening of the Anti-Corruption Agencyatiemy in December 2005 (with the aid of the OEGIDY the
hosting of the Organisation of Islamic Countried@Dinaugural corruption and integrity forum. Whisome
commentators have questioned the efficacy of thesasures and the true nature of open tenderinghen t
procurement process, the government has reitetatddtermination to tackle corruption.

The parliamentary Public Accounts Committee (PA&reines accounting and financial matters, and revigny

findings raised in the Auditor General’'s reportEiscal transparency would benefit from the PAC femore

involved in budget performance monitoring and byuesting and/or following up remedial action takgrthe Anti-

Corruption Agency or the Office of the Attorney @eal. Nonetheless, the MoF, in its role as a edérmtgency,
monitors budget performance and works closely lith Auditor General, Accountant General and the RAC
issues related to government financial matters.

Malaysia continues to meet the IMF’s Special DatssBmination Standard (SDDS) for coverage, peritydiand
timeliness of central government data and publictosedata. Information on taxes, procurement, attdcal

standards for civil servants is clear and publgtbted.

Malaysia’'s overall score is unchanged from lastyea
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1. CLARITY OF ROLES, RESPONSIBILITIES , AND OBJECTIVES

oo Enacted

The government sector should be distinguished frorthe rest of the public sector and from
the rest of the economy, and policy and managemerles within the public sector should
be clear and publicly disclosed.

Structure, functions, and responsibilities of govearment

Malaysia is a federal state comprising 13 statesthree federal territories under a constitutiomalnarchy. The
Yang di-Pertuan Agong (the Supreme Ruler) actshasconstitutional head of state while a prime ntémisand
cabinet exercise executive power. The Malaysiarstitution sets out the distribution of legislatiaed executive
powers between the federation and the states, hasvthe organisation of the judiciary and thepmssibilities of
the Supreme Coutt. The federal parliament has two chambers -- thea®e(Dewan Negara) and the House of
Representatives (Dewan Rakyat) — and is the highg&lative body in Malaysia. Section V of thensttution
outlines the division of power and relations betw#e federal government and the states.

The state governments are headed by ceremonia Bialers; where there is no hereditary ruler a gumeis

appointed by the Yang di-Pertuan Agong to be theroenial head of state. States are political iestitvith an
executive chief minister (Menteri Besar); governiseare elected through general elections for thieanmeral
legislatures held every five years. State legiskst may enact laws as long as they are consisténfederal laws.
Local governments are appointed by the state gowents or, in the case of the territories, appoiwiegctly by the
central government for terms of three years. Aditgy to Article 95a of the constitution, the NatdrCouncil for
Local Governments is responsible for ensuring pidicymaking at all three levels of governmentritegrated and
operates with minimal overlaps where there are woeat obligations. State and local governmentgeha
relatively well-defined number of responsibilitied’he federal constitution and the Local Governméct 1976
establish the Ministry of Housing and Local Goveemih(KPKT) with responsibility for implementing aiws

pertaining to local government, the developmentoctl government policy and the implementation bfl@cal

government functions.

For fiscal accounting and reporting purposes, thatral government covers all federal (central) goreent
budgetary units, including ministries, departmemtsd judiciaries. The non-financial public seciocludes the
general government -- the federal (central) goverminstatutory bodies, state governments, and ma¢rnments -
- and large non-financial public enterprises (NPPEs

Since independence in 1957, no change of governimenttaken place at the federal level. The Unifedays

National Organisation (UMNO) -- the dominant pairtyBarisan Nasional, the ruling coalition -- corgréhe key
economic positions in the cabinet. Malaysia’s fatipolitical system became highly centralised nigiidr Mahathir
Mohamad’s 22 years as prime minister (1981 - 200Bbmmentators perceived Dr Mahathir's strong lestup

style and multiple leadership positions as goingobe the clear constitutional division of powerscam the three
branches of governmeht In October 2003, Abdullah Ahmad Badawi became primieister and minister of
finance. Commentators have underscored that simceng into power, Abdullah has exercised a diffi¢rgyle of

administration, which includes prioritising efforte dismantle rent-seeking behaviour, restructinee domestic
corporate sector and tackle corruptfon.
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Coordination and management of budgetary activities

Clear mechanisms for the coordination and managewfebudgetary activities are established. The idig of

Finance (MoF) has overall responsibility for theomtination and management of budgetary and extdadtary
activities. The Treasury (under the MoF) is resilole for compiling the annual budget, which isided into an
operational budget and a development budget. |Asti®9-101 of the constitution set out the basaeniwork for
budgetary activities; the budget formulation pracslows a pre-specified set of actions betweengbvernment
and parliament that are coordinated by the Tre&s@ydget Management Divisioh.

In practice, the Treasury prepares the annual tpaed and development budget. The annual operaltibudget
includes salaries, operational expenses for goventmwffices, and the constitutional grant for thegtes authorities.
Meanwhile, the development budget is prepared baseithe cash flow requirements for the projectsraygd by
the Economic Planning Unit (in the Prime MinisteDgpartment) as part of each five-y@ddalaysia Plan which
provides for capital-intensive projects for so@ad economic development. The federal governmentiges both
general and developmental grants on an annual toaksisal authorities and statutory bodies.

The Treasury monitors the expenditure of all mirest and government departments and all matterardegy
financial procedures and accounting. Fiscal objestinclude the promotion of sustainable econognmwth, the
improvement of national economic resilience, anth@re equitable sharing of national wealth. In &ddj a
Macroeconomic Inter-Agency Planning Group meetsilaaty to coordinate fiscal policy responses acragsncies.
The group includes representatives from the Mo& ctmtral bank, the Economic Planning Unit, anddbpartment
of Statistics.

Relations between government and public sector ageies

The Central Bank Act establishes the Bank Negardayd@a (BNM) as banker and financial adviser to the
government, under the oversight of the ministefirince. After some concern in the late 1990s eamdly 2000s,
commentators now believe that the BNM has a higgrete of operational autonorfy.Overall, the BNM has
enhanced transparency practices by improving itengonication strategy to explain its relationshippislicy and
technical areas with the MoF, and it continues tokwin close contact with government departmentsriter to
ensure greater coordination among macroeconomicigsl

Information on the relationship between the govesnimand the development financial institutions (§)Fand
NFPEs has improved -- but it could still benefidrfr additional disclosure. In its 2003 Article I'drsultation, the
IMF encouraged the government to disseminate nmdogmation on the quasi-fiscal expenditures of MePES and
to gradually incorporate the funding of the DFIshivi the formal budget process.

The government-owned DFIs supply financial servimethe government’s priority sectors of infrasture, small
and mediumbumiputera(i.e. Malays and indigeneous peoples) entreprenshipping, high-technology industry,
and manufacturing. Six of the 13 DFIs are covdrgdhe Development Financial Institutions Act 2002 are
supervised by the BNM to ensure operational ananfiral soundness. The BNMAnual Report 2005eports on
the sources and uses of funds, direction of lending non-performing loans and loan loss provisifredl 13 DFIs,
but it does not explicitly identify what fractiorf ®FI activity is policy-directed and hence quaisihl in naturé.
Similarly, the annual reports of the DFIs do nddtidiguish between their commercial and governmeantdated
services.

The annuaEconomic Reporuantifies development expenditure by the 30 INBPES, but only in a consolidated -
- not disaggregated -- forfn.The Economic Reporalso identifies major activities, without distirighing between
commercial and government-mandated ones, of th&lBigEs such as the national oil company Petroliasidhal
Bhd (Petronas: 100% government-owned and unlistétlough some subsidiaries are listed), TenagaoNasBhd
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(electricity, partially privatised and listed), amdlekom Malaysia Bhd (telecommunications, pastiglivatised and
listed). One NFPE, Permodalan Nasional Bhd (PXRB3,issued annual reports that detail its non-cacialeuasi-
fiscal activities™”

Government involvement in the private sector

In the early 1980s, Malaysia adopted the ‘Malays&@ model of close collaboration between the pulalind private
sectors as a means of shifting from an agrariaoures-based economy to a diversified industrial. omgrectly
acquired private equity in companies and commeio#alks has been a significant part of that modéichvin
addition seeks to create an adequate businessoemént. In 2004, the second minister of financiel shat
government involvement in the private sector wageffold: as the developer and provider of publiods --
including law and order, and infrastructure and-nommercial services; as a regulator providing\ell@laying
field; and as investor, where the government ownsaperates the production of economic goods anices’

The only government agency allowed to hold equigedinister of Finance Inc (MoF Inc, also known ity Malay
abbreviation, MKD), a body corporate establishedairthe MoF Inc Act and operating within the Invesht, MKD
and Privatisation Division of the MoF. Equitieddhey MoF Inc in statutory bodies and companiest€li and non-
listed) are identified in thBublic Accounts Statement of the Federal Governmithttheir declared book valué.

In 1993, Khazanah Nasional Berhad was incorporatednanage the commercial assets of and undertake
investments for the government. The majority shalder is the MoF Inc with one share owned by Tanah
Persekutuan (the Federal Land Commissioner). Kiar&lasional is an agency of MoF; the ministerimgdirice is

the chairman of Khazanah but the CEO is recruitechfthe private sector.

Public sector entities with substantial equity sgknclude Petronas and the seven Government-likexbtment
Companies (GLICs). The GLICS include: the Emplay@eovident Fund (EPF: a pension fund for privaete
employees, an agency of MoF); Khazanah Nasionampidan Wang Amanah Pencen (KWAP: the pension fund
for public sector employees); Lembaga Tabung Amareitera (LTAT: the armed forces pension fund); baga
Tabung Haji (LTH: the pilgrim’s fund); MoF Inc; anBNB. Publicly listed companies in which governien
through the GLICs, holds a controlling stake (dediras the ability to appoint directors and senianagement and

to make major decisions -- including awarding cacis and dealing with strategy, restructuring andricing, and
acquisitions and financing -- are known as Govemrieked Companies (GLCS.

In May 2004, prime minister Abdullah announced Boralisation of Malaysia Inc that involved claiifig and
changing the relations between government and th@s&' This process transferred all equities held by NMuafto
Khazanah Nasional and the announcement of a GLQ@sfoanation Plan with the aim of enhancing their
performance and consolidating concepts of govemashareholder value and stakeholder manageteithis
process was furthered when the Putrajaya Comnutte€&LC High Performance (PCG) was formed by Khakana
Nasional, which remains the PCG'’s Secretariatyersee the Transformation Pl&n.

According to the PCG, in 2006 the value of governnt®ldings in the 57 biggest GLCs was 261 billiarggits
(76.7 billion US dollars), amounting to 36% of thetal market capitalisation of Bursa Malayia.Khazanah
Nasional publishes a list of its holdings of MalaysGLCs, listed and unlistéd. The holdings of the other GLICs
are not publicly available, however. In 2006, SiraBamad, chairman of the parliamentary Public dActds
Committee PAC) said he wanted a clear and obvigetem of political oversight of government invesingeto
ensure transparency and openness. Shabhrir sailabeunclear how those investments were being mmeuito
currently and said the PAC was waiting for the griminister to reply to a letter asking how governtriavested
public funds in the private sectbr.
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In 2006, rationalisation of GLCs started to takédhas key performance indicators (KPIs) are grdguatroduced:

in March 2006, the 15 largest GLCs (the G-15) amced their headline KPIs. In 2006, in line witheth
transformation timetable, the PCG launched a sefieew initiatives® Some of these initiatives are in the form of
manuals such as thereen Bookabout enhancing board effectiveness, developel thi# Malaysian Institute of
Corporate Governance) and tRed Bookprocurement guidelines and best practiéesJhese, and the three more
initiatives launched in September 268@re overseen by the Transformation ManagemefitéOff MO) which was
set up at secretariat level to manage the rollaodtimplementation of all ten initiativés. The government expects
GLCs to increase their investments and spendimgake up for the shortfall arising from the govermttemove to
cut its own expenditure and reduce the budget itléfic Appointments to key positions have been made in a
transparent manner on a contract basis, with tfectbe of generating economic value. Commentatarse noted,
however, that the pace of these changes has bmemst cumbersonta.

Recent government-mandated activities of the GLhase been included in the central budget, incrgasin
transparency. For example, the 2007 Budget inclydr@te-financed initiatives (PFIs) worth 20 hilti ringgits (5.6
billion US dollars) -- including government schqodgiarters, and office buildings -- to be finanegedl owned by
the EPF and KWAP and leased back to governfferithe 2007 Budget also included an allocation 6fHllion
ringgits (650 million US dollars) for an ambitious busindss in the Iskandar Development Region in the stte
Johor that is planned to be three times the siZimgjapore and is projected to receive 47 billioggits (13 billion
US dollars) in investment (20 billion ringgits frogovernment; 5.9 billion US dollars) over the néixé years. It is

to be developed by a new GLC (the South Johor tmwest Company) owned by Khazanah Nasional (60%), th
EPF (20%), and a company owned by the Johor statergment’ The government expects the EPF and Khazanah
Nasional to invest an additional 3.4 billion ring{950 million US dollars) and expects private sedtmestors,
local and foreign, to inject ‘massive amounts gdita’ in Iskandar over the next 5-10 yeéts.

The government has embraced a privatisation paiicge 1983 and published a privatisation master plal991;
more than 450 privatised projects were operatin@étcember 2003. The Economic Planning Unit of Piiene
Minister's Department prepares a five-year plangdvatisation and undertakes a mid-term revieweath plan.
Privatisation is a part of the government’s affitiva action goals: 30% of equity in a privatisettity must be
allocated tobumiputera participants; and foreign participants are limited 25%?° Despite criticism from
commentators that this strategy is misguided -y ttlaim common practice is fdyumiputerashareholders to sell
their equity stake -- the strategy is set to camin In his Ninth Malaysia Plan speech to parliaméidullah
reiterated that “the privatization programme wdhrain as a foundation to assist qualifirmmiputerato participate

in business®

There should be a clear legal and administrative imework for fiscal management

Legal framework for budgetary activities

Article 99 of the constitution sets out the gendramework for budgetary activities; it is complemted by Section

6 of the Financial Procedures Act (1957), Sectidrend 3 of the Development Fund Act (1966), anda3uey
Instructions governing the planning, programminggaaition and reporting of the budget. In particulereasury
Instructions 7 and 13 provide for oversight andtadnof the expenditure of federal funds througheth stages:
formulation, presentation and approval by the Tugadased on a comprehensive programme agreemémt wi
agencies that links financial allocation to prognaen specification; implementation or administratioh a
programme/project; and evaluation of programmearut, auditing and reporting.

The Treasury’s budget preparation and examinatioegss has now been converted into a (non-zerapase-
year process, containing annual budgets, progranameés performance report to be submitted to padig every
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year as mandated by the constitution and the FiaeRoocedures Act (1957). The shift to two-yeadget planning
was aimed at providing a flexible time frame foe freparation and planning of resource allocatimhuilisation

Legal framework for taxation

Under Article 94 of the constitution, all taxesrates must be levied under the authority of fedlnal Tax laws
and regulations are easily accessible and undeldéen Information on the tax system and tax itigesn for
investors is published in theconomic Reporand on the websites of the Treasury and the Maayisdustrial
Development Authority? Changes to tax rates, regime and administratieralso announced in the annual budget
speech’®

The Inland Revenue Board (IRB) was formed in 1986adiminister the direct tax laws, replacing themfer
Department of Inland Revenue, with a view to greatetonomy and efficiency in tax administration. Sklf
Assessment System is in effect. Direct tax lawgulations, rulings, guidelines and forms are abdd on the IRB’s
website*® Tax decisions can be appealed to the SpecialCBammissioner and then to the High Court. From 2007
in addition to the IRB’s plans for a new tax aualitd investigation framework to act as guidelinesifgling the
processes of these two areas, tax rulings are @nheunced in advance to ensure certainty of &atrrent and
increase transparency in tax administraffon.

Petroleum is a major revenue source for the Madalygbvernment. Malaysian states have some lintstegowers
over land and natural resources, but the majorftytaging power lies with the central government.ocal
governments can also obtain revenues from threa smirces, as established in Part 5 of Sectionf38eoLocal
Government Act (1976): rents and fees for seryigeents/subsidies given by the central or stategonent (inter-
governmental fiscal transfers) and local taxatiState governments supervise the locally raisegstax

Ethical standards for public servants

Ethical standards of behaviour for public servaate provided in Public Officers (Conduct and Di$ioi)
Regulations of 1993, which replaced the Public €ffs (Conduct and Discipline) General Orders (1980)
Additional provisions are stipulated in the Prevamiof Corruption Act (1957), the Anti-CorruptioncA(1997), and
service circulars issued by the Public Service Btepant. In October 2006, the government emphasited
commitment to fight corruption, with deputy primanister Najib Tun Razak reiterating that no-one \abhsve the
law.®

The Anti-Corruption Agency of Malaysia (ACA) stadteperations in 1963. It is part of the Prime Mtar's
Department and is headed by a director-generalisveppointed by the Yang di-Pertuan Agong on thacadof the
prime minister. The Anti-Corruption Act (1997) aaddescription of corruption offences are availaiethe ACA
website’” The ACA remains central to the government’s antruption efforts: the Ninth Malaysia Plan commits
to beefing up the ACA with more manpower and equpintraining for officers in latest techniquesddother
enforcement tools’. In 2005, the ACA investigafied41 cases and made 485 arrests that led to 20§eshbeing
laid; no statistics were available for convictidfs.

Even so, in 2006 the prime minister admitted tlmtegnment efforts appeared to be going againstided® A five-
year National Integrity Plan (NIP) to reduce cotiop, improve public service delivery, enhance cogbe
governance and business ethics, strengthen thdyfamstitution and improve quality of life, launcthén 2004,
included the establishment of the Integrity Insétof Malaysia (IIM)*° The IIM attempts to create spaces for
citizens concerned about the level of corruptiod &mpromote transparency and integrity. A Natidméegrity
Index, with sub-indices focusing on corruption, ttielivery of public services, and corporate govaoeaand
business ethics, was also developed. Other réu#atives within the anti-corruption drive inclacan Organisation
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of the Islamic Conference (OIC) corruption and gmiy forum held in Malaysid and the opening of the Malaysia
Anti-Corruption Academy in December 20%5.

In the past, commentators have noted that the @pbliceived the process for lodging complaints Withhead of a
government department, the Public Complaints Byread the ACA as ineffectiV€. The ACA has increased
efforts to be perceived as an impartial institutidor example by tracking the number of prosecigiand
convictions in each year, investigating and chaydop officials, and allowing citizens to lodge qolaints on its
website?* Nevertheless, commentators have underscoredhaatCA must be restructured to make it independent
of the executive arm of the government, while itector general should be provided with securityasfure similar

to that of judges and the auditor genéralln 2006, commentators said the ACA might now beestigating
activities that had been outside its scope undend®Minister Mahathir, but they were not impresssd the
additional efforts of the ACA®
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2. PUBLIC AVAILABILITY OF |NFORMATION

g Compliance in progress

The public should be provided with full information on the past, current, and projected
fiscal activity of government.

Central government operations

Data on central government operations are disseatinan a monthly basis, within four weeks of théerence
month, in the central bank’Monthly Statistical Bulletif’ Data cover the financial position of all federal
government units, but not social security orgarosat (which are small, covering only injuries atrigoor statutory
bodies. They include revenues, expenditures, ¢fieitisurplus balance, and borrowings broken davio domestic
financing (bank and non-bank) and foreign financifithe data are recorded on a cash basis andsthaice is the
government accounting records of actual outturns.

Data on central government operations are alsemisgted on a quarterly basis and within three troof the end

of the reference quarter in the TreasuQisarterly Updates of the Malaysian EconotfiyThe data cover budgetary
accounts, including revenue (direct and indiregt receipts and excise and export duties), experdifoperating
and development), the deficit, and borrowings (fatlgovernment debt, recoverable loans, issues alajia
Government Securities and Government Investmentetssand external debt). The Treasury website shold
Quarterly Updateslating back to the third quarter 2003.

The MoF’'s annualEconomic Repoytissued in September to accompany the budget Ispeeports federal
government revenue disaggregated by type, operatipgnditure disaggregated by object and secteeldement
expenditure disaggregated by sector, and debtgtieggted by typ&

Public sector operations

The Economic Reporgives summary information on the consolidatedrfaial position of state governments, the
consolidated general government financial posi{f@deral government, state governments, local aitid® and
statutory bodies), the financial position of NFP&sd the consolidated public sector financial posi® The source
data are obtained from the office of the Account@emneral or the accounting office of the respectinés of
government or from the NFPEs.

The report also includes the expected revenuedigyfor the current and following year, and revefigieres for the
previous year. Summary data on the fiscal posibiothe consolidated state governments, local aitih®, statutory
bodies and large NFPEs, for the current year aediqus four years, are also publistiéd.

As noted above, the annual budget does cover nagtasi-fiscal activities (QFAs) of some GLIC/NFRBst not
the public financial institutions and not for alilic enterprises. QFAs are generally not opesutostantial public
scrutiny; identifying and quantifying QFAs thus éegls critically on high-quality reporting from ttigFIs and
NFPEs themselves. In the past, commentators safl ieporting was not readily available. Guidelh2 of the
GLC Transformation Manuablnd theSilver Bookaddress these shortcomings for GLCs. GLCs areateg to
clarify their social obligations and attempt torntiey the costs and benefits, if any, of such adiigns, and thus
provide more detailed information on quasi-fisaztivties > TheSilver Booksets a deadline for this process: by the
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end of June 2007, all GLCs are at a minimum, exguetd have established a comprehensive policy ein social
obligations and have communicated it to their dtakders, have determined the financial target fi@irtspending
on social obligations, and have reported the detaiiltheir social obligations to GLICs, the PCGdarlevant
regulators. TheSilver Bookadvises GLCs to give priority to enhancing shalédrs’ returns and to meeting the
needs of their consumers and employees, and tpitee direct government funding is only a lasione>

A commitment should be made to the timely publicatin of fiscal information.

Debt reporting

In accordance with its commitments to the IMF’'s 8akData Dissemination Standard (SDDS), and ing@ance
with the provisions of the Financial Procedures f957), the Malaysian government releases mordatka on
central government debt broken down into domesticency debt and foreign debt, debt guaranteedhey t
government, and maturities. Foreign debt is dieaggged by the issuing currenty.

Since the 1997-98 Asian financial crisis, the cantrank has adopted the practice of releasing dverage ratio
between total external short-term debt and itsgnoernational reserves. The BNMAsinual Reportiscloses the
composition of central government debt and findneissets, while théeconomic Reporiprovides summary
information of public and total external debt. t8tgovernments are not permitted to issue debigitheéire financed
by federal government grants and the use of acatediffinancial assets of state governments. Tifidgrnation is
compiled in thePublic Accounts Statement of the Federal Governmaentl audited by the National Audit
Department. Commentators in 2005 had highlightesl paucity of data on the financial status of tkeges’
economic development corporations and the lacleofedial action against state governments thatdfaderepay
loans owed to the federal government. The fedpraérnment has since resolved the problem by acaordance
with the financial ability of each of the relevastate governments -- restructuring loans, extenttiag tenure, or
offsetting the loan repayment against annual grantise staté’

The ‘G2 Memorandum Accounts Statement’ of Ehblic Accounts Statement of the Federal Governrimehides
accounts that reflect the government’'s assets iahdities that are not shown in the balance she€he assets
portion consists of recoverable loans, investmefdss to international bodies and time depositseredis the
liabilities portion consists of public debts, gustees, notes payable, unclaimed shares accountshancentral
depository accounts.

Advance release calendars

Advance release calendars giving at least one-guadvance notice of their precise release dateshéo fiscal
sector are available on the website of the cebtiak and, for the national accounts, the websitith@Department
of Statistics)’ The IMF’'s SDDS website announces exact releates @me week in advance of the reledse.
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3. OPEN BUDGET PREPARATION , EXECUTION , AND REPORTING

eeee Compliance in progress

Fiscal policy objectives, macroeconomic frameworkand risks

Fiscal policy objectives

Three major publications define a framework of dispolicy objectives within which annual budget posals are
made. Vision 2020(published by the Prime Minister's Departmentjgimally conceived in 1991 and consolidated
in 1998, sets 2020 as a deadline for Malaysia tmine a fully developed country. An Outline Perspective Plan
for example theThird Outline Perspective Plan 2001-20(fublished by the Economic Planning Unit of thefer
Minister's Department in 2001), marks each ten-y#aase of the journey to accompligision 2020° A five-year
Malaysia Plan for example theéNinth Malaysia Plan 2006-201(rovides more detailed projections and guidance
for annual budget¥. The Malaysia Plans are subject to a mid-termeseviheEighth Malaysia Plarwas reviewed

on 30 October 200%.

The minister of finance makes an annual budgetcdpasesually in September. The budget speech priefliews
macroeconomic performance in the year to date bad tetails new policy thrusts, proposes the gawent's
allocation for operating and development expendijtuand highlights macroeconomic assumptions for the
forthcoming calendar ye&f. The minister also releases tBeonomic Reporiith comprehensive quantitative
background for the budget speech.

Macroeconomic framework

The annual budget is prepared and presented wtieirbroad macroeconomic framework provided by tieent
development plans, th@utline Perspective Plaand theMalaysia Plan Macroeconomic assumptions are provided
in theEconomic Report The MoF uses a quantitative macroeconomic masiglart of its budget calculations, but it
does not disclose the equations or identities @htiodel*

Fiscal risks

Fiscal risks are not explicitly identified in theidget speech, but the accompanyigpnomic Reportoncisely
details the domestic challenges likely to be faicethe following year and more extensively summesisisks and
expectations in the global economy and Malaysiaggomtrading partner®. Possible variations in key forecasting
assumptions are addressed in more detail in bustggiaration and economic forecasttfAigThe outlook for total
federal government debt and the consolidated fiehngositions of the state governments, NFPEs, m@ne
government and the public sector are identified guhtified in theEconomic Repoft’

The Economic Reportjuantifies the revenue contributed from oil (48idn ringgits, 37% of total government
revenue; 13.2 billion US dollars) but does not glte a non-oil primary balance; such a balancehich is
calculated by the IMF for Malaysia -- would highitgany distortions from temporarily high oil pric&sThe 2007
Budget does make explicit the government's assumstifor oil-related revenue, but without considgrithe
associated risk§. Commentators have noted that a number of NFP&SG&Cs operate with off-budget accounts; a
situation which prompts calls for such operatianbé included in the federal budget for independenitiny’®

Oxford Analytica Ltd. 5 Alfred Street, Oxford, OX1 4EH, UK 284
Tel: +44 (0) 1865 261600 Fax: +44 (0) 1865 242018 Email: oa@oxford-analytica.comWeb: www.oxan.com




Fiscal Transparency December 2006
Malaysia

Fiscal sustainability

The implications for fiscal sustainability are deéised in theEconomic Reporthat accompanies the Budget and is in
the Malaysia Plan With strong economic performance and high oiated revenue, the government has chosen an
expansionary fiscal stance that aims to facilitheeshort-term demands of a growing economy whikugng fiscal
sustainability over the medium terth. The Ninth Malaysia Planforeshadows a gradual reduction of the federal
government deficit from 3.8% of GDP in 2005 to 3.#4%2010’? Highly priced oil-related revenues are one key to
this fiscal sustainability strategy: the federalgmment primary non-oil balance would have beelefécit of 6.9%

of GDP in 2005 and 7.9% in 2006.

The primary domestic and external debt balancebeofederal government are stated in Hoenomic Reportwith
the latter balance disaggregated into its majorecizies. Figures for the national debt and thanfimal positions of
the consolidated state governments, consolidatadrgegovernment, consolidated NFPEs, and congetidaublic
sector, are also given. The debt servicing caigaailf the federal government (for example, thet debvice ratio to
government revenue) and of the national externiad (keich as the external debt service ratio to #gpmd goods and
services) are statéd. The Economic Reporindicates explicitly the amount and likelihood méw domestic and
external borrowing$

As noted above, the consolidated public sectomfifed position is stated in theconomic Report This coincides
with the best fiscal transparency practice reconttagan from the IMF for an economy that might haignificant
quasi-fiscal activities performed by NFPEs and DFIte consolidated public sector position bendfdm the good
revenue performance of NFPEs, particularly Petroridge revised estimate for the public sector pmsiin 2006 is
a surplus of 17.6 billion ringgits (5 billion US kkrs), equal to 3.2% of GDP, and the projection 2007 is a
surplus equal to 5.6% of GDP.

The 2005 budget speech included a review of thesyatem and foreshadowed the introduction in 2(0% single
consumption tax, a Goods and Services Tax (GSTedan the value-added concEpt.However, in 2006,
government officials indicate that no date has bfeed for the implementation of the GST and tHaa televant
legislation and preparations are in abeyaficélhe 2007 Budget does not mention the GST, reditigrearlier
indications that the GST is not firmly linked taetteficit reduction plan.

Budget presentation

Data reporting

Malaysia meets the IMF's SDDS for coverage, pedibgi and timeliness of central government data puodlic
sector data, although it has taken a flexibilitytiop for reporting non-financial public sector daéxpanding the
reporting period to ten months. For consolidatedt@l and state-level fiscal data, annual reparés provided
within six months of the end of the financial yeaData on central government activities are producmnthly
within one month, but lack any ministerial commentomparisons with budget projections. Heonomic Report
gives summary information of operating expenditurdsvelopment expenditures, revenues, and the dialn
position of state governments and non-financiallipugnterprises. Data on public financial insfibuis (the DFIS)
focuses on source and uses of funds and offsetofdingencies.

Contingent liabilities that may arise from exteraatl domestic loan guarantees made by the govetrimstatutory
bodies and GLCs are disclosed in the ‘G2 Memorandaoounts Statement’ of tHeederalPublic Account$® The

Treasury registers these type of liabilities whea guaranteed performance indicators are not aethjeas in the
cases of the Seremban-Port Dickson toll highwag, Pltra and Star light rail systems, the Natiorevé&age
System, and Ekran’s contract for the delayed Bdkam project®
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As part of its monthly reporting of gross interoathl reserves, the central bank includes the amofuobntingent
liabilities denominated in foreign currency anditheaturities®™ Additional information in budget papers -- sush a
a statement of the policy purpose of each provisi@at may give rise to a contingent liability, tharation of
guarantees, and the intended beneficiaries -- wenldince transparency in budget documentationciedlyesince
contingent liabilities are difficult to recogniseder the cash accounting currently used by the rgovent.

Budget execution and monitoring

The Financial Procedure Act (1957) provides forabatrol and management of the public financesfanéinancial
and accounting procedures, including the colle¢ttmstody and payment of the public moneys of ¢ukefation and
of the states, and the purchase, custody and dispbpublic property (other than land) of the feat®n and states.
Financial and accounting procedures are furtherlatngd and expanded in the Treasury Instructionsa --
compendium of detailed rules and regulations ferghidance and compliance of all public officers.

The Treasury distributes to all ministries the bdsamework and guidelines needed to prepare aa tpeir annual
budgeting expenses. Once all the ministries aatgitstry bodies have prepared and submitted thegramme and
performance budget estimates, the Treasury (Budiygtion) will carry out the Budget Screening Prese Every
estimate submitted will be screened to make suteeitefits economic growth and the improvement dfonal
economic resilience. Once satisfied with the finalendments, the Treasury will then present theplgupill
together with thé>rogramme and Performance Budget Estimate Bodke parliament for approval. It includes the
classification code for the expenditure by purpolexpenditure, controlling officer, programme,igity and object

of expenditure. The book also provides detailactivity performance of each agency and statutodyb

Control over expenditure is exercised initiallytla¢ agency level. The controlling officer in threspective agencies
is responsible to monitor their expenses. All stiés and agencies are required to record detadl expenditures
incurred and commitments made on a daily basisahdit to the Treasury (Budget Division) their gady reports
on the status of both the operating and developrbedgets. The Prime Minister's Department monittirs
execution of the development expenditure to obitaiormation on development projects in terms of gibgl and
financial progress. The formation of a task fotoemonitor projects under performance targets ngsroved
substantially the effectiveness of budgetary im@atation®

Accounting basis

The responsibility for financial and accounting ggdures is vested in the minister of finance.s lthe duty of the
Treasury and the Accountant General Office to isswgructions and directions on accounting mattensl
procedures, to ensure that a proper system of ateds established, and that procedures comply geatherally
accepted accounting principles and standards. Adeeuntant General Office is the principal accounhta the
government and head of the Accounts Departmentte@MoF, with authority in matters of accounting gedures
over the accounts of the federal and state govertsfie

Central government and the majority of state govennt data are based on the accounting recordgualamitturns;
this is so because the consolidated fund by lawatee as a cash account. Central government sgpakled
annually in parliament, are compiled using a medificash accounting method, thus allowing one mdaoith
outstanding bills to be settled. Monthly centralvgrnment reports are also prepared for intermalilzition. The
Treasury uses cash accounting with some elemeiiscofial accounting.

Oxford Analytica Ltd. 5 Alfred Street, Oxford, OX1 4EH, UK 286
Tel: +44 (0) 1865 261600 Fax: +44 (0) 1865 242018 Email: oa@oxford-analytica.comWeb: www.oxan.com




Fiscal Transparency December 2006
Malaysia

Procurement and employment

Individual federal government ministries conduatithown procurement according to centralised regra and
procedures. The Government Contract Act (1949)Viges legal validity for the ministries to represdhe
government in procurement contracts. Procuremantiples and policies, including those procurempolicies
that support the government’s objectives of stitingplocal industry and businesses rurbloyniputera are publicly
available®® Current guidelines, including Treasury Circulatters that govern the tender process, are avaitabl
the Treasury’s websit8.

Government procurement is a significant part of ébenomy, equal to around 15-20% of GBPThe Putrajaya
Committee on GLC High Performance estimated thatymement by the 15 biggest GLCs in 2004 was efguah
additional 10% of GDP (about 50 billion ringgis 14 billion US dollars§’

An e-procurement system (ePerolehan) is beingdotred in four phases from 2000-07, to reduce bgldosts and

to make the process more efficient and transpargiare than 2,000 of the 3,500 Responsibility Cesitistructures
formed under the Programme and Performance Budp&ystem, had been equipped with e-procurement l@edu
by late 2004® By the end of 2005, however, only 37,160 supglieronly 35.5% of the total 104,650 suppliers
registered with MoF -- were e-Procurement enabBledll federal agencies in East Malaysia (Sabah Sarhwak)
were scheduled to use the ePerolehan system bgnthef 2006° Tenders are also announced on a commercial
website™

In previous years, commentators and the press igidighted a number of contracts awarded withqeérotender,

in contrast to a very few contracts awarded throoiggn tender¥ Commentators now note that small contracts, to
Group F contractors, are awarded by open tendet.tH® situation for larger contracts was ‘blurfgt at least two
reasons: government officials seeking to award éendo companies that could efficiently and effeslyi deliver
goods and services had little choice but to circemtwpen tender processes; and a few officialsyknmolloquially

as “little Napoleons,” relied on procurement forgmnal gain by patronage. Commentators doubtddathalarge
tender was truly open and said that the practioes eulture of patronage endured in certain govenime
departments, including those that used e-procurefien

The Putrajaya Committee for GLC High Performanamnmemended in 2006 that all listed GLCs adopt anglyap
Red Boolprocurement improvement guidelines by the endod62* TheRed Boolguidelines include developing a
Vendor Development Programme with clear criterin ddmitting vendors, identifying an optimal e-prosment
solution to limit the opportunity of leakages/grhft minimising human intervention in the process]l aolling-out
the e-procurement platform. The PCG also idemtifisks that might delay the adoption of best peast including
organisational resistance and weak political Will.

The Public Service Department formulates uniformspenel management policies and procedures foetttiee
public sector. The Public Service Commission & dppointing authority for the federal civil semicInformation
on recruitment, training, examination, and the NR@muneration System, as well as relevant applicdtiomns, are
available on the websites maintained by the twmeigs®®

Fiscal reporting

Section 16(1) of the Financial Procedures Act (3984quires the Federal Financial Authority to prepan ‘annual
accounts statement’ immediately after the closificaeccounts of that particular year. The statenisnto be
submitted to the National Audit Department for awdthin seven months from the closing date offthancial year
as required under Section 9(1) of the Audit Act§4P ThePublic Accounts Statement of the Federal Government
is prepared yearly by the Accountant General Offare behalf of the Federal Financial Authority,b® audited by
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the National Audit Department. The Auditor Genaraéports are tabled in Parliament and thereafisrussed by
the Public Accounts Committéé.

The public account statement consists of the BaléBiteet, Memorandum Accounts Statement and Notéseto
Accounts. The Balance Sheet shows the total cadhirevestments held by the three consolidated atsofthe
Consolidated Revenue Account, Consolidated Trustoédnt and Consolidated Loan Account). In comgiawith
the cash basis of accounting adopted by the federarnment, investments held for the purpose etifip trusts
are shown in the Balance Sheet. Other forms adtents, including government assets and liaslithat are not
shown in the Balance Sheet, are reflected in themdandum Accounts Statement.

The Treasury publishes the ann®sibgramme and Performance Budget Estimates Bddke end of the budget-
making process. This internally distributed boakvides the detailed figures, projections, and fifieation of
performance outputs that support the actual butigded in parliament. Results of major budget cijes are
routinely presented to parliament as a matteragfition or as a result of questions raised byngjtthembers. There
is no legal requirement for the Treasury to providd-year budget updates to parliament, and ndrreutpdates are
normally given.
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4. ACCOUNTABILITY AND ASSURANCES OFINTEGRITY

g Compliance in progress

Data quality standards

Central government and general government datath@fnon-financial public sector) are compiled unties
provisions of the Financial Procedures Act (193 Companies Act (1965) governs the procedureNfRPES
data. Information on the methodology, sourceefdata and revisions is given in the notes tdPilalic Accounts
Statement of the Federal Governmehiscal data meet the IMF’'s SDDS and are repavted cash basis in ringgits.
The Treasury’s Accountant General Department, émtral bank, and the Department of Statistics yéhié internal
consistency of fiscal information. Financial acetability at departmental levels rests with thetoalfing officers
and the internal audit units. In addition, the lempentation and Coordination Unit of the Prime Miai’s
Department and the Treasury monitor and evaluatlgétuprogrammes to regulate and supervise the ggegf
activities and to obtain input for succeeding yeard plans® The Accountant General Office requests finaraial
budgetary performance reports from several depatsrend ministries, which are then incorporated the public
accounts for each fiscal year.

Independent scrutiny of fiscal information

Independent audit

Government accounts go through two stages of eafteradit. The National Audit Department ensurest tine
accounts follow proper accounting principles. Pagliamentary Public Accounts Committee (PAC) teerutinises
the auditor general’s reports, having expandedbriest from examining compliance with financial aadcounting
standards to also looking at actual performanagethy increasing parliamentary oversight.

The National Audit Department (Jabatan Audit Neddedaysia) -- headed by the Auditor General anc:pahdent

of the executive government -- is the main auditiagly for the central government, state governmestégutory
bodies, local authorities, and the Islamic Religi@ouncil. Articles 105-107 of the constitutiordathe Audit Act

of 1957 stipulate the responsibilities of the amdigeneral, whose legal protection from politicaterference is
similar to that of the federal judgé®. The National Audit Department prepares #halitor General's Report on the
Public Accounts Statement and Activities of theeF@dGovernment Ministries, Departments And Agesiitie each
fiscal year™™ The document includes audits of federal goverriraenounts and it also reports on deficiencies in
budget implementation, improper payments and aig#iions, inadequate record-keeping and weak iatesystems
and controls. The Auditor General has no direspoasibility for monitoring budget outcomes or tl@sting
management information systems; these are the msigilities of the controlling officers and the ¢eat agencies.

The Auditor General submits relevant reports toYhaaeg di-Pertuan Agong or head of the relevanestaho then
submits it to the legislative assembly. Apart frtima annual audit reports to both central governraad each state
government, the Auditor General has the right tbnsiti supplementary reports to parliament pursuanhis
responsibilities at any other time of the year.e Expenditure of all federal government departmantsagencies is
required to be audited annually.
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The PAC is a select committee of parliament appdirtb examine the accounts of the federal goverhntke
appropriation of the sums granted by parliamennget public expenditure, and the reports of thétaudeneral.
The PAC's role and responsibilities relate to ex@ng accounting and financial matters, and to issaésed in the
auditor general’s reports. Some commentators jubdgethe PAC should be more involved in monitormgiget
performance (by requesting information on operatidgvelopment or accounting programmes) and reapgest
and/or following up on any remedial action takertty ACA or the Office of the Attorney General (8&n Peguam
Negara Malaysia). Nonetheless, the MoF, in ite d a central agency, monitors budget performandeworks
closely with the auditor general, accountant gdnaral the PAC on issues related to government diiaén
matters'%2

Commentators noted that the PAC was inconsistetdtammneed that it had the power to call public setvdor
hearings, but that this power was not u$&dA further concern was that the Auditor Generak vedfective in
identifying wastage and malfeasance, but neithe™AC nor the whole parliament pursued the fadisiified in
the reports from the auditor genetl. A recent report by the Auditor General identifiéxt government agencies
had been unnecessarily spending money on comptitetie extent of hundreds of millions of ringgitsading
specialist journalists of financial affairs to ndkat historically government departments and sjaternments had
ignored reports from the Auditor General and thatérrant are rarely brought to tdSk.

National Statistics Agency

The main duties of the Department of Statistics @M)'® involve gathering and releasing government data,
particularly macroeconomic information such as $ypdemand, trade, inflation and other social/derapbic
figures. The gathering and reporting of fiscalkdatmainly the task of the Accountant Generalcaffthe BNM and
the Treasury. All statistics collected and puldidtby the DOSM are governed by the Statistics A&é51(revised
1989), which grants the DOSM independence to déteratata coverage, contents, methodology and pieitpd®’
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INTERVIEWS

December 2006

Representatives @xford Analyticainterviewed the following individuals during a itiso Malaysia between 1 and

8 November 2006:

Ministry of Finance

3 November 2006

Yeo Heng Hau

Chua Tong Ka

Nik Mohd. Shariffudin Nik Hassan
K. Givananadam

S. Kumaran

Nurdita Fazlinda

Zahara Mhd. Salleh

Yap Soo Har

Mohd. Taufig Mohd. Ralip

Deputy Undersecretary
Head, Fiscal Section

Deputy Director
Deputy Undersecretary

Deputy Undersecretary

Economic Planning Unit, Prime Minister's Department

6 November 2006

Yap Siew Hong Director

Bank Negara Malaysia

2 November 2006

Dr Sukhdave Singh Director

Friaziali Ismalil Acting Deputy Director
Loh Jian Wei Senior Executive

Low Thiam Huat Manager

ADDITIONAL INTERVIEWS

1 November 2006

Jeffrey Hurst Executive Director

2 November 2006

Azidin Wan Abd. Kadir Research Fellow

Gordon B. Reid
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Macroeconomics Section
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American Mal@ysChamber of Commerce
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6 November 2006

Datuk Dr Paddy Bowie
Jason Leong

7 November 2006

Dr Muthi Samudran

Richard Yeoh

8 November 2006

P. Ramakrishnan
Andrew Wong
Anil Noel Netto
Mustafa K. Anuar

Managing Director
Senior Consultant

Associate Professor

Executive Director

President
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Asst. Secretary
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NOTES

! See the Malaysian constitution (non-official tiatisn) at:
www.helplinelaw.com/law/constitution/malaysia/ma&01.php

2 NFPEs are defined as ‘large’ if their annual saeseed 100 million ringgits and government or Alisusector
agency controls more than 50% of total equity. @&beounts of NFPEs financial position for fiscahye 2004 to
2006 include 30 NFPEs. SEeonomic Report 2006/20@Btatistical Table 4.13, p. xxxiv, also available at
www.treasury.gov.my/view.php?dbindex=0&website i&d=1417.

% Interviews in Malaysia, 21-23 October 2003.

* Interviews in Malaysia, 7-10 November 2005.

® See Expenditure Budget Formulation Processw.treasury.gov.my/index.php?ch=12&pg=32&ac=7138&jaeng
® Interviews in Malaysia, 1-8 November 2006.

" Interviews in Malaysia, 27 September — 1 Octol#§42 See IMF Public Information Notice No. 04/24 March
2004), ‘IMF Concludes 2003 Article IV Consultatiaith Malaysia’ at:
www.imf.org/external/np/sec/pn/2004/pn0427.htm

8 Bank Negara Malaysi@nnual Report 2005p. 174 — 187. Also available at:

. http://www.bnm.gov.my/index.php?ch=109&pg=333&at&3r=2005

° In 2006, development expenditure by NFPEs was Bili@n ringgits, compared with overall NFPE expiéare of
204.1 billion ringgits. SeEconomic Report 2006/200@p. 93 - 4, and Statistical Table 4.13, p. xxaigo at:
http://www.treasury.gov.my/index.php?ch=22&pg=166&1678&lang=eng

19 PNB operates a fund which financially assists gbkooling of poobumiputeraindividuals. See PNB annual
reports atwww.pnb.com.my/about/about _us_report.cfm?cat=1

X Nor Mahomed Yakcop, in ‘Malaysia Inc. two way sifeThe Stay 12 June 2004, StarBiz p. 4.

12 See ‘Statement of Memorandum of Investments &4 &ecember 2004’, in Accountant GeneFaderal Public
Accounts 2004Ministry of Finance: 2005).

13Glossary of terms and definitions,’ in Putrajagammittee on GLC High Performand@atalysing GLC
Transformation to Advance Malaysia’s DevelopmenmBary of Transformation Manya¥larch 2006, p. 38; also
available atvww.pcg.gov.my/trans_manual.asp

*‘Remake for M’sia Inc’The Stay 15 May 2004, pp. 1-2.

!5 putrajaya Committee on GLC High Performance, ‘Atidsi (Website:

www.pcg.gov.my/about _us_overview.asp

16 Catalysing GLC Transformation to Advance Malaysia&avelopment: Summary of Transformation Manual
March 2006.

7 Catalysing GLC Transformation to Advance Malaysia&avelopment: Summary of Transformation Manual
March 2006, pp. 39-42.

18 A schematic of Khazanah'’s holdings at the end abBer 2006, showing the percentage held in eastpany
(but not the market vaule or number of sharesyaslable at:
http://www.khazanah.com.my/docs/holdingsStructude.p

9 “pAC: Check on investmentsThe Sunday Staf.2 November 2006, p. 17.

20 Enhancing Board Effectivenesdreen Book Strengthening Directors Capabilities; EnhandgigC M&M
Functions; Improving Regulatory Environment; AchigyValue through Social Responsibilitgifver Bool;
Reviewing and Revamping Procurement PractiBesi(Book Optimising Capital Management PracticBsiiple
Book; Strengthening Talent Management Practi€asiige Book Intensifying Performance Management Practices
(Blue Book v.2 and Enhancing Operational Efficiency and Effestiess.

#! Transformation Management Office (TMO), ‘Media t8taent’ (Kuala Lumpur, 26 April, 2006). See
www.khazanah.com.my/docs/MediaStatement PCGPresafel26Apr06_FINAL.pdf

2 For information on the three other initiativese sevw.khazanah.com.my/docs/PCG-
Sept%2025%20Press%20Release-FINAL-Sept%2025.pdf

%3 Seewww.pcg.gov.my/about_us_background.asp

4 Interviews in Malaysia, 7-10 November 2005.

% See P. Gunasegaramlihe Edge Malaysi&®7 March 2006, p. 54; and Doreen Londime Edge Malaysia/
November 2005.

%6 The 2007 BudgePutrajaya: Ministry of Finance, 20086, p. 10.

" The 2007 Budgep.28. ‘RM20b boost for Iskandai\ew Straits Times$ November 2006, p. 8.
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% The making of a world-class Metropoli®lew Sunday Time§ November 2006, p. 6; and ‘RM20b boost for
Iskandar,’New Straits Time$ November 2006, p. 8.

29 Seewww.epu.jpm.my/New%20Folder/source/WEBSWASTA1.doc

% State of Malaysia, ‘Ninth Malaysia Plan 2006-1pe8&ch by the Prime Minister in Dewan Rakyat’, 31réha
2006. See paragraph 70.

%1 Interviews in Malaysia, 1-8 November 2006.

%2 SeeEconomic Report 2005/20p8ndwww.treasury.gov.my/index.php?ch=15&lang=eng.

%3 SeeThe 2007 Budgepp. 6 - 7, also available at:
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