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EXECUTIVE SUMMARY

The Transportation Sector in Malaysia is currently going through
a period of rapid growth and reorganization. These changes f orm
part of the Government's committment to develop, infrastructure 30
that the country can continue its course of rapid manufacturing
and other economic expansion. Real Grass Domeetic Produot in
currently growing at around 8 per cent per annum and growth rates
of this magnitude are expected to continue into the 199O's.

Transportation developments which are planned or under discussion
include the following

Prj-iec PAgs Rpfêeneêa

AIR:

Corporatization of Major Airports 1Purchase of Airoraf t by Department of Civil Aviation 4
Inspection of Airline Operators and Flight Operations 3
Inspection of Airports 4
Insurance of Corporatized Airports 4Installation o? Surveillance Radars
Replacement of the Automatic Message Switching Systez at

Subang vith an Aeronautical Fixed Teleommunication
Network. 4New Air Traffic Control Centre at Subang 4Ipgrading o? Non-Directional Beaconu into VHF Onni-range 5

Addition.l Secondary Surveillance Radars5
Satellite Baued Communication Syutems
Subarig Airport <IL> Developuent 5Kuantan Airport Development 5
Malacca Airport Developa.nt5
Sibu Airport-Construction (East Malaysia) 6
Bintulu Airport Construction (East Malayuia) 6Tawau Airport Construction (East Malaysia)6
Lahad Datu Airport Construction (East Malaysia)6
vlmm+ -- -0 ~ Ai.... ----~a. A 6
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1.0 DEPARTMENT 0F CIVIL AVIATION

The Department of Civil Aviation (DCA) currently acts as bath a
regulatory body and aiea as the manager of the nation's airports.
However, legisiation ie planned that whioh wiii allow for the
corporatization of the 12 major airports in the country. The
nominated Chairmain of the government owned corporation which
wiii manage the airports i. Tan Sri Bashi Ismail vho vas formerly
Chairman cf Bank Bumiputera, the nation's second iargest commer-
cial bank. There are tva principal contenders to, serve as
operators cf the airports. Thes. are the British Airport
Authority and a joint venture betvesn Lockheed and local telecom-
munications company, Sapura Holdings.

The nsv corporation, probably ta be called the Airport Management
Corporation (AMC), is due to take over responsibility for the
major airports on 12th January, 1991.

DCA wiii romain as mainly a regulatory body ta b. knovn as Kaval
Solia. In this roi. it wiii attend ta security matters and com-
mon user noods at the airports and viii retain the old DCA divi-
sions of Airport Dovelopment, Engineering, Fiight Operations, Air
Traffic Services, Aeronautioal Communications, Pire Safety and
Rescue, and Security. Kawal Selia viii .tili have responsibiiity
for the management of smallsr rural airportu.

With the corporatization cf DCA, the feasibiiity of airport ex-
pansion projectu should b. sorutinized mors olosely minas most
projeots vili b. funded f rom ths corporation'. ovn sources.
Hovover there may b. exceptions ta this in cases where the
Government contributes funding ini the naze of commun ity bensfit
or whsre it wishes ta provide botter air services as an indue-
ment to industry ta locate in certain areas.

The Fiight Operations Division in made up of thres separats
unit., nameiy Air Vorthine.s Unit, Calibration Unit and Licensing
Unit. The funotione of the Air Vorthiness Unit are as foliows:

i) ta conduot oxaminations and to issue the necessary licences
for ai2!oraf t engineers

~ii) to approv. specifioation on engineering soheduis for
aireraf t

iii) ta inspeot airoraf t aud operator's engineering net up; and
iv) ta conduot aircraf t accident investigations
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egard to navigational aids, there a~re Plans to upgrade s oime ,x±sting non-'directional beacozn into VORs (VHF Omni-
It 1.8 not knowII yet how many of the non-direotional

i ll b. oonvrted since this is subjapt Vo budget ap-
1V 1.. noV yet known if the budget approval for the

Lng of the non-dirootional beacons 1.nto VQRs will b.
1 by the n.w Corporation or by the Government.

'.pus projects whioh have bo.en identifie by the DCA for
mtation un4.r Vhe $ith Malaysia Plan include

iatallation of Vhroo addition4 sooonda;y surveillanoe
tdro; two in ?MdJRsuIar Malayuia and one in East Malaysia



threê times a week and the Pan-Malayul.an Air Service whioh
operates a weekly f light f ro>a Malacca to Pokan Bariu, Sumatra.
The~ rinway can onl acoo date saal aircr.f t suhas the Fokkeri
27 and Dornior 228 at the moment. The airport isu sed extoii-
sivsly by the. lalaysian FW±,tg Aoadeay and the a<rmed forces for~
paratroop train ing.

If the extension plans com.e to fruition, Vhe State Gover n of
Malacca plans Vo bring fin chartered f light frzHn Kong,
Taiwan anid 5ingaporo. Howev.r, to date thero hve been n~o stops
taken to conduct fesuibility studios. or to Vake other action
towavds 4mp1.aantatio.

With regard Vo the other airports inf P.riinsulr Maaysia, there
are no plans for major renovat ions other than aall impro!.aents
and replacemnt of equipment such as navigation ytsfie
fightig vshiol#. and p.ourit equlpment.

airpor4 fo pib caabl o h.anlg B73 flightsn.p The ct of

the rojct i esimaed a aproxmatey C43. milion Th

consltate fr te pojec ar a ocalfir, Mnkowhohav

complee h eald ein. TeGoenxti a h tgl
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Tawau. For the ti.u. being, the Department of Civil Aviation î,
limiting development plans for the, Lahad Datu airport to terminal
bui lding improvements.

In November, 100e>, the Prime iniiitr anunfce plans ta devslop
the edeal errtor ofLabiIaB (<an islsj off Sabah) into a tax
have. I th Gaernentgo.g ahead, the. basic ifrastructure of

tepresent airp@rt will have to b. imprQovd. Currntly, Labuan
airport doe. not have the capability of hnl>ig B747 opera.tions.

Futeroe the terminal building in quit, sal.

Mont of the. airport developmen pojectus w.re implement.d with
the, assistanceofe consultants. Seme of the. consultants who have

ben involved in airprt develp1 n vr.jest inludo:

- i Fredriek Snow and ss.ooiat.s <IbK>
- Acres I nntional Ltd (Canada)
Ace Drovided nnalan muem 4" -----
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1.4 Prnnuxr.ment anid Lncal Aitents

Noarly ai]. procurement by DCA i.s donc on a tender system. The
Departmont will spoil out the specifications roquirod and invite
teridorers through advertisoement in the papers. Tho tender ie
opened by a Tender Comittee which. consists of a representativo
from the Ministry of Transport and two representatives f rom DCA.
The tender ie thon ovaluated by a Teohnica. Committeq and a
Financial Oommitteo following whiçh DCA wi3.1 mako a presentation
beo re the Ministry of Transport Tender Board Coumitteo. This
Tender Board Committee normally select. the lowest bid that com-
plies with the spocifications as spelled out by DCA.

The critical factors that are taken into consideration in the
evaluation of a tender are:

i> technical suporiêority of produot
ii) cost and
iii) countertrade

The standard procurement prooedure i. to operato through an agent
or representativo of the manufacturer. None of tho supplier.
sel]. direot].y uniss the purchase is a government to government
purchase.

According to government policy, agents appointed by the manufac-
turera must hae oal equity and participation.

DCA, being a Government organization, i. *xempted f rom importW
duties and sales tax.
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1.6 Cftrzfdimrï SuDl2ier. tô DCA

The following Canadian companies have SUPPlied equipment to the
Departmeit of Civil Aviation.

Audor Communication Inc - air traffic consoles for Ipoh
Airpor t

Raytheon Canada Ltd -surveillance radar for Subang Interna-
tional Airport

* CAS EI.sctronics Ltd -f light aimulators

Canadian companies seriou. about entoring the market in Malaysia,
shouid appoint a local agent to represent their produot/service
in Mfalaysia.

1.7 Pnom.it Suppliêx.m

Although there han been no dofinitive market l.eader in the supply
of aviation productu, the French çompp.ny Thomnson-CSF han been the
dominant su~pplier of teleoommunioation equipment in the paut feu,
yearsp. Thomspn-CSF, the defence eleotronica branch, ha. been
represented in Malaysia sinop 1981 witb a maintenanoe workshop
and ~a liaison office of its teleoosmunications division. It ha.
mupplied Malaysian civil aviation with navigu.tional aid systeas
including

rument Landing System (ILS> in Subang, Kuching and Johor
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2.0 MALAYSIA AIRLINES

Malaysia Airlines, forinerly Malayslan Airline System (MAS), is
the national airlino company. It was established in 1971 as a
100% government owned operation. In 1985, the Nalaysian Govern-
mient decided te privatiz, it and today retains only 42% equity
shareholding. Tihe breakdown of major uhareholders as of 2Oth Oc-
tober 1989 i. as follows

Bank Negara Malaysia 42%
Brunei Investment Agency 10%
Pemegang Amanah Raya Malaysia/Seki, Amanah Sahaz National ex
State cf Sarawak 5%
State of Sabah 5%
Other Shareholders 30O
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Two of the B747-400's had been delivered by March 1990 and 9 of
the new Fokkers 50's are due in April.

The 10 B737-400's and 6 B737-500's under the programme are due to
be delivered from May 1992 through April 1994. A further 16 are
on option. In addition, the airline has signed an agreement with
California based International Lease Finance Corp for the lease
of seven B737-400's with delivery between January 1990 and July
1991. The lease is due to expire in 1993.

The B737-500 series, which is expected to receive the Federal
Aviation Administration certificate in March 1990, will be fittedwith the CMF 56-3-81 engines produced by CFM International, acompany jointly owned by General Electric of the US and SNECMA of
France.

To conclude its fleet expansion programmes, Malaysia Airlinessigned an agreement with Airbus Industrie in July this year topurchase eight A330-300s. At approximately C$1 billion, theagreement,' which included a further option to purchase another
eight aircraft is the single largest aircraft purchase order thenational airline han ever made. Under the agreement, Airbus
agreed to receive payment of up to US$150 million in the form oflocal goods and produce up until 1997. The agreed items in thecountertrade deal include tin, timber, cocoa, canned food,shrimps and furniture. The A 330-300a will be deployed onMalaysia Airlines short and medium haul routes and vill replacethe airline's four A300s and three DC 10 aircraft. Four of the A330-300a are expected to be delivered in 1994 and the other fourin 1995.

In October 1989, Malaysia Airlines signed a purchase agreementwith United Technologies International Inc to buy 18 Pratt andWhitney installed engines on the eight A330-300 aircraft. Theagreement included an option for engines on another eightaircraft and a total capital investment including spares of aboutC$276 million. The 29,000 kg thrust PW4164 engines which vill beused to power the new A330-300 aircraft represents the neest and
most poverful version of the PW4000 serins.
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2.1 Prmnurement rte

With regard to procurement, Malaysia Airlines sometimes deals
directly with manufacturers in the eyant that there are no local
agents repreaenting the manufacturera in question. In most
ca.ses, though, the, foreign manufacturer noruLally appoints an
agent to represent him in Mfalaysia.

Ail procurement by the, airline for items worth more than M4*1,000
is don. on a tender system using the. sirline's list of duly
registered suppliers/manufacturers. On rare occasions, the
procuroment may b. conducted on an openl tender system - in which
case, Malaysia Airlinea wlJl advertise its requirement in the lo-
cal newspapers.

2.2. ZzFlaum..Plans

One of the. priority areas whicb Malaysia Pdrlines han earmarked
for~ deve1lopent i. the upgrasding of its maintenance oupabilities
so tiiat aIl mintenance work ca b. d<one in houme. This involves
the. construact ion of a new engin. workshop to over1haul and repair
sircr.f t enginea. Curr.ntly, th~e airliz>es sends its engines
overseos for overhauJ and ropair services. Vitti theq contruction
of a new .ngine worksiiop, newu equ4ipmnt and tools, au well as
techndioaJ expertise wold b. required and this in oneo possible
area for Caniadian participation. Tenw workshop is expected to
b. comleted by 1992.a

vith Cana
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2.4 Pilot Trgininie

MIAS wiii continue to send tramnee pilots overseas even though
thore ie already a f lying academy (the Malaysian FJ.ying Acadeuiy>
in the country. The Airlines bej.ieves that it wiii benefit by
having pilota trained both locally and overseas. Hovever, the
number uelected for overseas training wiii b. smail compared with
tiiose undergoing local training.

Currently Malaysia Airlines hau about 800 pilota, of whom 120 are
expatriat,. recruited in the last two yearu te meet the shortage
of local pilota in coping with the, growth of the, national car-
rier. Mala.ysia Airlines expects to fili up 90 per cent cf itu
pilota posta with local pilota in the. next three yeara and vithin
the next f ive yearu, the, company wiii b. coupletely manned by la-_
cal pilota.

2.5 Manpôvmz Shôptaia

Due. to its rapid expansion, MAS ha. rec.ntly run into manpover
shortages acres. the viiols range of its vorkforce, froua cabia
crev to engineers. The. airline is avare of these proble.. and of
the. faot that the. publie perceive, a drop in MAS service quality.
Remedial meaaurea are said to be in place but the exact nature cf
tiiese has net been revealed.
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3.0 OTHER KEY PLAYERS IN THE AEROSPACE INDUSTRY IN MALAYSIA

3.1 Malaysian Helinopter Services Bhd

Malaysian Helicopter Services Berhad (HHS> vas incorporated on
October lut, 1981 with the aim of filling the gap for helicopter
air transport requirements. The principal aotivity of the com-
pany currently is the provision of helicopter and other air
transportation services te the offshore cil industry, government
agencies and the private sector. The equity participation by the
shareholders are as foilowu

Malayuian Airline System 41.40%
Trengganu State Economic Deveiopment Corporation 31.05%
Hornbill Skyvays Sdn Bhd 12.02%
Sabah Air Sdn Bhd 15.53%

Being the only icoal helicopter operator uupporting the oil in-
dustry, HHS enjoys certain monopolistie benefits. It in unlikely
that the cil corporations, whioh constitute MHSus existing cion-
tels, viii set up their own heliopter services. The threat cf
new entrants te itu business iu minimal due ta the high initial
capital outlay required and the need for relevant ukilied labour.
Furthermore, new entrants wiii b. subject ta sorutiny by the

is summarized b. 1ev:
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a marginal premium, then MHS will have to opt for modernizationof the existing fleet. Hodernization of each Sikorsky S61Naircraft will cost about US$3 million, while a brand new SikorskyS61N carnies a prie tag cf betweei US$9 and 10 million.

In addition to its fleet modernization plans, HHS has aise an-nounced plans te diversify into general aviation aotivities otherthan soheduled air operations. This would include corporate/exeoutjve charter, executive transport te the Government andprivate sector, ad hoc charter, aerial photo survey, etc.

MHS currently has throe f ixed wing airoraf t, i.e two Twin Otterswhich are used as utility airoraf t and one B.A, HS125-700B whichis used for executive transport. For possible new exeoutivetransport MHS is interested in an airoraf t suoh as the GulfStream Gi. Although the Gi in considered an "old teohnoiogy"airoraf t, nmre of HHS's clients have expresued intereut in it.

MHS is alse intsrested in purohasing 19-20 seater airoraft,similar te the Twin Otter, for its operation in East Maiaysia.

The King Air has aise been considered as a possibiiity for execu-tive jet transport. However, it is net deemed as a suitableairoraft for trips leas than 200 miles on a regular basis.
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The company do.. flot have any requirement for a f iight simulator.'
1*IS ha. only 70 pilots and sirice the traini.ng requirement i.
small, the coiupany finds it more economical to send its pilota to4
Flight Safety Iricorp. (USA) for f light simulator traininig.

3.1.3 Maintenance o? Aiicrft

With regard to maintenance of aircraf t, MHS hau the capability te
conduct up to third ].evel or hangar checks. The companyus
workshop ha. about 30-40% oapacity and the company is only able
to work on minor repaire. Major repaire have to b. sent off
shoe, usually to maintenance a.gencies ini Singapor,, UK, USA,
Australia, France and Canada.

Currently, 1*13 has a Support Service Agreement with Bristow
Helicepters of U.K. for all overhaul work on major componentu of
its aircraft (for example gearboxes, roter blades, engines,
avionica, calibration kits, etc).

Under the Agreement I4HS senda ail, major overhaul work that Bris-
tow i. capable cf handling te Bristow while ail remaining over-
hauj. work ia sent directly by flHS te other mai.ntenance organiza-
tions or te manufa9turers. For *xoaple, MHS now sendo the gear-
boxes and ahaf ta cf the SBllUs te Sikeraky directiy. Likewise,
MHS deals directly with Allison for maintainance werk en the. Ai-
lison engin.. that are used to power the. Sikorsky S-7BVA'. In
the case cf the. engine in the H5125-700B, NHS has a maintenance
service plan with Garrett, the. engine manufacturer.

Apart froa the. Support Service Agreement with Bristow and the.
maintenance service olan with Garrett (USA). MHS is free to send
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3.1.5 Iarxifi.

By virtue of the fact that MHS is supportiig the local oil in-dustry it is exempted from import duties on ail imported airoraf tand aircraft parts/components. However, imports Of items involv-ing oil, lubricants, grosse and rubber material do flot qualifyfor exemption. This is to protect the local industry (in caseone day some local company succeeds in manufacturing a hose foraircraft purposes using a rubber based material, for exampj.e).

3.2 Peiai .Air

Pelangi Air operates a domestic airlin, service to supplement andComplement the services o! Malaysia Airlines. Pelangi inlicencod to operate smail aircraf t with 19 seater capacity withinPeninsular Malaysia.

The breakdown of Pelangi Air' m ajor shareholders jn as follows

Trengganu Stat, Government <Yayasan Islam Trengganu) 34XWira Kris Engineering 33%Malaysia Airlines 11%Malayuia Helicopter Services BM 11Trengganu Oevelcpment and Marketing Service î
Pelangi Air 's f leet consista of two Twin Otters and one Dornier228-200. As part of the. oompany's fleet rationalizationprogramme, it plans ta replace the Twin Otters with Dornier
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Maintenance work (including ovorbaul and repairs) for Pelangi's
aircraft is done ina house while the maintenance of components le
usually sent to maintenance organi.zations overseas. The largest
contract awarded for maintenance work 50 f ar i. the engins over-
haul oontraot which was awardsd to Pratt & Whitney Canada ina
March 1988. The contract in worth US $342,000.

3.2.3 tConsultgney~ and Traininir Services

The company is awars of the training courses offered by the In-
ternational Aviation Management Training Instituts (IAMTI) based
ina Montrea.1. It lias indicated that it may require the training
services of the XAMTI ina the future.

3.3 Wira ...Lis

The main aotivity of the. Wira Krips Udara Holding Company involves
aircratt charter service. Currently Wira Kriu Udara provides a
charter service to the Hydrological Department of the I4inistry of
Agriculture. The. company also pz'ovidea aerial photography, crop
spraying, aerial surveys, Qloud seeding and air surveillance
services to the Goverrament.

One of tho subsidiay oompanies ina the, grou2p in Vira Kris En-
gineering whioh provi4es maintenance service f or the Police Air
Units f lest of 10 Pilatus PC-8/B2-H4 aircraft. Ina addition to
the Police Air Unit, Wira Kris Engineering aiso provide. overhaiul
and engine repair services au well as test f light services to
clients in the private secor inpoW4ing aircraft oprators such
as Hornbill Skywas >falaysia Flying Academy anad Sabah Air.

Wira Kria Pacific, anothr subsi4iary of Wira Kris Udara, is the.
trading arm of the. parent copay It ourrently rep'rents 314 as
an agen and splies rod igne made of rotleotorized material
t~o the Puli Works Deparmet. The oompppy in hop4ng te repre-

sent ~ ~ ~ ~ ~~? morI ' wopne n uueadvuld be interest.4 te act as
an aentfor anaian anuactues f aviation pro<ducts

(partioidarly airraf sparepar$ts).

Vira Kr4ua's pres.nt aircraf t f leet consista of
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3.3.1 Future Plans~ &Ca Aregg f Grojh-

One of the areas of growth whîch Vira Rris has earmarkd for fu-ture development is air charter services. The oomPany plans tobuy an executive jet (possibly a Piper Azteo or Navajo) ta meetthe increasing demand for charter operations. The companyrecently purchased a new Dornier aireraf t for C$4.35 million.

3.3.2 Coslga

Vira Kris Engineering recently engagd the services of consult-ants f rom Hawker Pacifie ta provide technioal training ta thecompany's airoraft maintenance engineers. There is a markedshortage of skilled aeronoutîcal engineeru in the.local aviationindustry sino. quit. a f ew have migrated to countries like Canadaand Australia. The company has even resorted to recruitîngaeronautical engineers f rom countries like Burma and Nepal.

3.3.3 Prôcurgmpnt Prmetin.

Vira Kris is a private company and the standard procurement prao-tice is to call for quotations (as opposed ta calling fortenders). Sino. thie company han a smail aircraft f leet, itsrequirements are largely oonfined ta consumable spares. The pur-chasing of spare parts required for the Air Police Unit'a Pilatueaircraft is done by the Air Police Unit itueif.

3.4 6.±LQd.

Airod Sendirian Berhad is a Joint venture oompany set up in 1985between Aerospace Industries Malaysia (AIM) and LookheedAircraft Services International (LASI). AINS shareholders arethe Governm.nt of Malaysia (the Ministry of Defeno.>, MalaysiaAirlind%. aft.i t 11--A
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Avionics Division

-Generator Systems
-Ignitioni Systema
-Starter Motors/Actuators
-Electric Cable Harnessea
-Hermetically Ssaled
Instruments

-Calibration
-Electronic Equipiient/
Componentu

-Gyros/Couîa/Nav Equ ipment
-Life Support Equipment

Aero Comnonent Division

-Overhaul / Repair
-Accessories / Components
-Larxding Gear System
-Wheel & Brake Systeui
-Airconditioning System
-Propellers
-Transmissions
-Gea' Boxs
-Rotor Readu
-Actuators
-Pneudraulics Systems

Grrnind And Air Cômmunation Svzutaui

-Des ign
-IiistS.1
-Tra.ining

-Furniuh
-Mfaintenance
-Secure Communications
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overbaul and repair of helicopter rotor blades, aircraft propel-lers and a wide range of hydraulie components for commercial and
Inilitary aircraft.

In 1989, Airod uigned a oontract with Lockheed Airoraf t ServiceCom~pany and Triex Group International, USA , to manufacture, as-semble and test airfield lighting systems for civil and militaryapplications. The systemu, to b. produced by Airod under licence,are the Visual Approaoh Path Indicator <Vapi> and the Site Iden-tifier (Sident>.

3.4.4 Aviôn1cnn -Division

The Avionios Division performe repair and maintenance work forcivil and military avionios and olectronjo equipu*nt. Anotherservice offerd by the Division to aeroupaoe and othqr Oustomersis the calibration and rePair of *lectronio and i mphanica. Preci-si#n I$eauurem.nt Equl.pment (PH!>.

3.4.5 oa ~lt otô

Airod's total quality contrai adhereu to the quality requiruentsan.d sPecifications of:

-the Royal Malayuian Air Force
-the U.S. Department of Defence MIL-Q-9858A
-the North Atlantic Trêaty Organisation (AQAS)
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4.0 MALAYAN RAILWAY OR KERETAPI TANAH HELAYU (KTM>

4.1 Pi'ivRtisati-on of KTH

The. Malaysian Governxmont has plans te privatize KTM with the for-
mation of a governuent ownocl corporation as the likely f irst
step. The. Iinistry of Transport lhas proposed that a company
called Syarikat Keretapi Tanah Jf.layu b. crsatsd with tho follow-
ing four divisions:

i) Traok and Operations
ii) Freight
iii) Pausenger and
iv) Workshop,

oaoii of whioh wcoi1d funotion as separate ontitios, Aooording te
the# plan, the F'reight and Passonger Divisions are te run the. main
opox'ations undor a contract ar~rangement with the Track Division.
Tii. Track Division would b. r.gulatsd by the. Ministry of
Transport or an independent authority. A corporatised KTM would
stili b. 100 per cent ormed by the goveriment, but would be
operated on commercial lines guided bv the. Profit motive. The.
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Kuala Lumpur - Port Klang and Rawarag - Seremban sectors; to mod-
ernize signallirig and communications systems; and to buy diesel
multiple units.W
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TRI>. troz 41,806 TRI>. in 1987. For 1989, KTN estimates a further
growti of about 12 percent.

4.4 Sienallîne nr CoImuninatiprxR fivis ioln

a> Currpnt Pro1ects

The meut immediate signalling and communication opportunity, jesthe. installation of the signalling and communication systen forthe K.L. - Fort Klang and Seremban -Rawang stretches (these arethe, stretches on wiiich KTM plans to double track). The. totaloost for the. installation of the signalling and communicationsywtem is etimated at C$26 million. Prequalif icat ion for the,supply of this syste. vas oalled in September and osed in Oc-tober 198. Therefore it is too late for new Canadian companiesto bid on the tender. However, this do.. flot rule out the pos-pibility of participation by Canadian companies interested in of-fering services to the succeumful bidder. In tact, there areseverai subsysteme involved in the tender and none of tendererswil.l b. exper't in ail the. subsystemu. In other vordu, thesuccessful bidder viii normally uuboontract eut parte of the. syu-tem. Tii. contract for the systea lu expectod te b. awarded innid 1990, with commencement of the. projeot soheduled for late1990.

The other main signallîng prejeot viiici KTII hopes te implement inthe next two te three ysars iu the installation et new uignallingsystems at four stations. This projeot ha. yet te b. approved andi. *epeted te cot around M$*2.75 million.
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d) Cnuult.ng

In 1989 KTM enlisted the help of Canadian Pacifie Consulting
Services <CPCS> to delineate its existing cost structure te pave
the way for its privatization i.e. to r.visw sectoral cout
centres. The CPCS team, which was in M4alaysia for 17 weeku,
defined coat centres, deteruined their funotions and identified
services to be offored.

e) Knowledire of Cftnadiftn Prndluet.

3When asked f or his opinion on Canadian produotu, Mr Paranchothi,
the Deputy Director cf Signals and Communication, r.aarked that
h. has vi.sited some of the rail signalling equipuient manuf mc-
turers in Canada a.nd h. bse.ieves that Canadian products are of
superior quality. HIowever, Canadian manufacturera l.ack a
prsence in Malaysia and as suoh v.ry littie in known of their
oapabilities, produets and services. In agreement with the
maJority of the conrtacts intorviewed for this utudy, Mr Paran-
ohothi st'ressed that the Canadians should take an effort to make
themmelves more visi.ble in the local market. He added that their
produots must b. prioad oompetitively.

f) ProcurmmAnt Pr*ntin.

It is standard practiqe for KTM te call for tenders for ail of
itu pprchasp,. Within KTM, there is a railws.y board committee
whos fun#tion is to eva1iaate both the technioal and financiai.W
aspects of tender bids. This committe. comprimes r.pr.sentativ.u
f roui the Treauury, the Minitry of Transport and KTM itaelf.
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5.O P ORTS

The volume of container traffic at Malaysian ports han grown con-
siderably in recent years and in response te thi. the Ministry of
Transport - Ports Division has identified four major port expan-
sion projeots:

1. Port Klat Exparnsier Proleokt

This project i. expected ta cout about C$200 million and in-
volves the building of a new port at Pulau Lumut which will
b. considered as part of Fort Klang. Currently there is
very littie infrastructure in Pulau Lumut and therefore
civil works (ie. building of roadu and bridges> will fora a
large part of the projeot. The project in expected to be
completed in f ive years time and vill be f inanced jointly by
the World Bank, the Government and the Port Klang Authority.

2. Penang Port Expatnsion Proient

[Jnder this project, a new container terminal in ta be built
on reclaimed land at a cost of C$125 million. Short listing
cf suitable contenders for this projeot has been completed
although tenders have net yet been called. Funding is te
came f rom Penang Port reserves along with local bank f inanc-
ing.
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The Government plans te evontually privatize the management of
Port Klang, Penang Fort, and Johore Port. The respective Port
Authoriti.es will stili exist but eaoh of the ports wili b.O
managed by a private company. Port Klang pri.vatized the manage-
ment of its container handling ta Kelang Container Terminal (a
local joint venture with P & 0 Australia) in 1986. Each of the
ports has cojnpleted its own study te determine the best way te
handis the privatization process.

5.1 Klanit Port Authoritv

5.1.1 Foreign Pgrtinipatin

The foreign coapanies that are strongiy represented at Port KlanS
include thome f ram the USA, Germany, Finland, Japan and thie IJ.K.
Examples of equipmerit that has to b. aouroed from abroad include
the normal type cran.. (i.e. cranes able te lif t between 5 1to 25
ton load), container czanes and heavy lift fortcliftu (capable of
lifting 1 0 te 22 ton load>.

5.1.2 Canndinn Tnvolvê1nRnt

Te date the Klang Port Authority has net received ariy business
callu f rou Canadian manufactureru/suppliers and Canadian
capabi.lities in the industry are not known.

5.2 Futuide Pro-jects

The major areas of growth and future purehasea/projeots foQr the
next two te threo yearis which have been identified by the Klang
Port. Authority are:

i) Purohase cf C$8.5 million worth of plant and equipment.
This wil]. include the purchase cf marine tug boats. No ac-
tion has yet been taken on the projeot.
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5.3 Prppînemert Praetiee

For proourement of equipment and services the Port Authority has
to go through a tender system in accordance with standard Govern-
ment procedures. However, once Port Klang is privatized it i. up
to the privato company to form its own procurement practices.

5.4 Impôrt Tgrliffs

The Klang Port Authority is not a Government body in the true
sense. As a quasi Government body it i. subject to import duties
and it also ha. to pay income tax.
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6.0 PROTON

Malaysia has its own car - the Proton Saga - which is built with
60 percent domestic content. The car is based on a Mitsubishi
model and has been in production since 1986. The Malaysian
government owns 70 per cent of the company and Mitsubishi owns
the rest. Mitsubishi currently supplies much of the senior
management, including the Chief Executive.

The company employs 1,800 people with 700 of these in manufac-
turing. It has a very impressive stamping operation, utilizing
the most modern equipment including robotics and automated han-
dling. Current annual output is about 80000 units from two shift
production.

Presently a considerable volume of parts is being imported and
the company's most important objective is to localize this
production. Part of the problem will be to find moulds and
machinery capable of moulding the various parts required. For
example, a 1,600 ton moulding machine is required to mould the
instrument panel and only one such machine is available in
Malaysia. Therefore there is a good potential for Canadian
automotive manufactures to market their technology, machines and
moulds for the manufacture of Proton Saga parts. Proton is also
about to start assembling engines in its plant. Currently all
engines are imported from Japan. The company's goal is to even-
tually source the engine parts from Malaysia in order to complete
the domestic content program.

In order to achieve higher local content, Proton will require the
technical assistance of foreign manufacturera, either in the form
of a technical assistance agreement or joint venture operations.
The company welcomes participation from any party interested in
providing the necessary technical assistance that will enable the
company to manufacture automotive parts locally.

Thus there in a good market potential for Canadian automotive
parts manufacturers wishing to enter the Malaysian car manufac-
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6.1 Areamf of Pôtential Canad~iar, InvolMement

The two main areas of automotive parts manufacture for whîch
there is good potential for Canadian irvolvement are:

1) metal fabrication
2) moulds and dye making

Thore lu much loe opportunity in the Plastic parts and
seoeotrîo.ai/electron.c areas sinco thore is good local support
available f rom companl.os such as Bosch, Lucas, Mitsubishi and
t4iPpori - Denso.

The automotive parts that Proton is partioularly keen on
turing looally include spooialized items such as axies,
drive shaf ts and steering oolumns.

manu fac -
brakes,
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7. 0 RDADS

7.1 North Snuth Exopreeg-Rwft

Contruotion is ourrently underway on a 750km, C$2 billion ex-

prousway running dowi the west ooast of Peninsular Malaysia.

When complote, it will link Singapore in the south ta the Thai

border in the north.

Tihe expreusway is a privatized cloued tollway being oonstruoted

and operatod 1by Projok Lobuhraya Utara-SelatanE (PLUS). About

hait of tho expressway i. complete and in operation and contracts

have been lot for Vhe outstanding sections remaining. Foreign

involvement in the N~orth South Expreuuway projoot bau inoluded:

- Taylor Woodrow International Construction management
- Morgani Grenfoîl and Camp. Ltd Financial services
- Tranuroute (Toohnical Adviuory Operatioris and dovelopmsflt

ta PLUS)
- Sir William Halorow and Partners Civil works - geoteohnical
- Acor Freem>an Fox ifechanical and electf clot
- Halorow Fox and Associates Ltd Traf f l study

As oan bo seen f rom the companies listod above, foreign par-
ticipationisl dominated by British companies.

As f ar as consutancy services are concerned, it lu now too late

for Cnadian coanpanies ta enter ths market. HQwever there may

b. som. opportunitios for Canadian companies in construcion andi
uupply of equipment such as toil equipsent, emorgency equipmeflt
andi lighting services. Cujiadian manufacturera interesteti in sup-
plyin their equipuent shoulti write direotly te PLUS to express
their interest.
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APPENDIX A

PRINCIPAL CONTACTS

I Printcita Coptants Interviewed foi, This Studv

i) Department of Civil
Aviation Malaysia

Contacts: 1) Enoik Adnan bîn
Shameudd in
Deputy Director General
Dept. of Civil Aviation

Tel: 03 7578868 ext 103
7577786(Direct)

2) Encik Amran Othan
Assistant Director
Air Transport Division

Tel: 03 7578866 ext 126

3) Mr. Chan Choe Lan
Snr. Assistant Direotor
Airport Development Div-

Tel: 03 7578886 ext 142
03 7481203/ý1205
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2) Malaysia Airlines Contacts:1) Dr. Mohamadon Abdullah
Purchasing Coordination
& Methods Manager

2) Encik Ramli Mat Abi
Assistant Maintenance
Manager

Address: Malaysia Airlines System
Komplek A-AA02GF
Subang International
Airport
47200 Subang, Selangor

Tel: 03 7464555 ext 2780 (Dr. Mohd)
03 7484555 ext 3168 (En Ramli)

Fax: 03 7482581
Tlx: MA 37814

3) Puan Hairun Nisa Abu
Bakar
Economios Manager

Address: TBGM 11 - Bangunan MAS
11th Floor
Jalan Sultan Ismail
50250 Kuala Lumpur

Tel: 03 2810555 ext 5353
Fax: 03 2813472
Tlx: MA 37814
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5) Malaysian Helicopter
Services Bhd.

Contact: Encik Ma'som Mahadi
Corporate Controller

Address: No. 9A, Jalan Kemajuan
Section 13,
46200, Petaling Jaya
Selangor

Tel: 03 7581177
Fax: 03 7553823
Tlx: MA 36430

6) Airod Sdn. Bhd. Contact:

Address:

Tel: 03
Fax: 03
Tlx: MA

Contact:

Encik Rashid bin Rahim
Manager, Maintenance &
Modification
Airod Sdn Bhd
Jalan T.U.D.M.
47200 Subang, Selangor.
OR
Locked Bag 4004
Pejabat Post Kampung Tunku
47309 Petaling Jaya
Selangor, Malaysia.

7465112
7464709
37910

.nson
-ions
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9) Ministry of Transport
Ports Division

2) Encik Madzin bin Majid
Deputy Director
Mechanical &
Electrical Engineering

Address: Railway Central Workshop
Sentul
51100 Kula Lumpur
Malaysia

Tel: 4415872
Tlx: MA 31782 KTM

Contact: Ms Lim Yuk Hua
Assistant Secretary

Address: Ministry of Transport
(Ports Division)
Wisma Perdana
5th Floor, Jalan Dungun
Damansara Heights
50618 Kuala Lumpur
Malaysia

Tel: 03 254 8122 Ext 208
Fax: 2557041
Tlx: MA 30999

10) Kelang Port Authority Contact: Mr Gan Chong Kiat
Asst. General Mgr Finance

Address: Kelang Port Authority
Mail Bag Services 202
42005 Port Klang
Selangor

Tel: 03 3888211;
03 3687054 (Direct)

Fax: 03 3670211
Tlx: MA 39524 PLABOH

e
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12) l'alaysian Highway
Authority

Contact: Mr. Chua Lee Boon
Director Of Operations

Address: Malaysiai Highway
Authority
Ground Floor
Bangurian Yayasan Syed
Kechik, Bangear
59700 Kuala Lumpur
Malaysia

Tel: 03 2544827
Fax: 03 2550822
Tix: MA 31575 HWY

13) Projek Lebuhraya
Utara-Selatan Bhd. (PLUS)

Contact: Mr. J.H. Berthier
Head of Oporat ion

Address: Plus Berhad
9th Floor
Bangunan Bank Industri
Jalan Sultan Ismail
50250 Kuala Lumpur
Malaysija

-Bv CanngHia Hijh Cnmiimeinv,
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2) Malaysia Airlines Contact: Mr Krishnamurthy Thevar
Treasury Manager

Address: Malaysia Airline System
TBGM11 - Bangunan MAS
11th Floor
Jalan Sultan Ismail,
50250 Kuala Lumpur
Malaysia

Tel: 03 2810555 Ext. 5280
Fax: 03 2613472
Tlx: MA 37614

3) Malaysian Airlines

4) Malaysian Airlines

Contact: Captain Hassan Ahmad
Director of Flight
Operations

Address: Malaysian Airline Systems
Kompleks A - AA 0201
Subang International
Airport
47200 Subang, Selangor

Tel: 03 74B4555 Ext. 2183
Fax: 03 7482581
Tlx: MA 37814

Contact: Tu

e,

bin Syed
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6) Pelangi Air Sdn. Bhd. Contact: Capt. Ismail A. Bakar
General Manager

Address: Pelangi Air Sdn. Bhd.
Apprentice Training Bldg.
MAS Complex B
Subang International
Airport
47200 Subang, Selangor

Tel: 03 7702020
Fax: 03 7483027 / 2581
Tlx: MA 37614

7) Malaysian Helicopter
Services Bhd.

Contact: Encik Wan Malik Ibrahim
Executive Director

Address. Malaysian Helicopter
Services Bhd.
9A Jalan Kemajuan
Section 13
48200 Petaling Jaya
Selangor, Malaysia

Tel: 03 7581177 / 1903
Fax: 03 7553823
Tlx: MA 38430

Contacts: Ariff bin Dato

& CEO

. Bhd.
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9) Wira Kris Udara (M)
Sdn. Bhd.

10) Keretapi Tanah Melayu
(KTM)

11) Keretapi Tanah Melayu

Contact: Encik Johari Jaalam
Chairman

Address: Wira Kris Udara(M) Sdn Bhd
Bay 14, Terminal One
Subang International
Airport
47200 Subang, Selangor

Tel: 03 7463122 / 3124 / 3126
Fax: 03 7482453
Tix: MA 37698

Contacts:1) Encik A. Rahim Osman
Deputy General Manager

2) Mr. P. Satyamoorthy
Director
Signals &Communications

Address: Malayan Railway
Administration
Ground Floor
Jalan Sultan Hishamuddin
50050 Kuala Lumpur
Malaysia

Tel: 03 2747392 (Encik Rahim)
03 2747415 (Mr. Satyamoorthy)

Fax: 03 2749424
Tlx: MA 32925 KTM

Contact:

Address:

Enoik Mazlan Haji Waad
Director
Mechanical & Electrical
Engineering
Railway Central Workshop
Sentul
51100 Kuala Lumpur
Malaysia

Tel: 03 4412259
Tlx: MA 31782
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iling Jaya
Malaysia

/ Director
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17) Auto Parts Manufacturers
Co. Sdn. Bhd.
(Seat & Radiator Div.)

Contact: Mr Ban Joon Sin
Manufacturing Manager

Address: Lot 600, Pandamaran
Industrial Estate
Locked Bag No. 218,
42009 Port Klang
Selangor, Malaysia

Tel: 03 3885338
Fax: 03 3870800

18) Auto Parts Manufacturers
Co. Sdn. Bhd.

Contact: Mr. Ng Eyan Kim
Manager
Research & Deve

Address: Lot 601, Pandami

P.0.

Tel: 03 3885007/8/9
Tix: MA 39427 APMCO
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