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Cutting out the middlemen

Local vendors pledge to work together on LCS project

By FARIK ZOLKEPLI
farik@thestar.com.my

KUALA LUMPUR: Efforts are cur-
rently being pursued to end the
involvement of middlemen -
Contraves Advanced Devices (CAD)
and Contraves Electrodynamics Sdn
Bhd (CED) - in the controversial
Littoral Combat Ship (LCS) project.

The mobilisation phase for the
LCS project was also running
smoothly in line with recommenda-
tions, said Defence Minister Datuk
Seri Hishammuddin Hussein.

He said the phase, which is slated
from June until December, involved
various efforts that had and would
be taken by the government, espe-
cially by the ministry and the Royal
Malaysian Navy, as well as the com-
mercial side, mainly the Armed
Forces Fund Board (LTAT) and the
Boustead Naval Shipyard Sdn Bhd
(BNSSB).

“The mobilisation phase is run-  §

ning smoothly in line with the rec-
ommendations of various parties,
including the Cabinet and the Public
Accounts Committee (PAC),” he said
in a statement yesterday.

He added that in the first three
months, various matters had been
concluded.

“On the commercial side, two
things are being conducted.

“BNSSB has concluded talks with
145 local vendors and 42 overseas
Original Equipment Manufacturers
(OEMs).

“Local vendors and OEMs have

pledged to support and work togeth-
er with BNSSB to resume this pro-
ject.
_ “Efforts to end the involvement
of middlemen - Contraves Advanced
Devices (CAD) and Contraves
Electrodynamics Sdn Bhd (CED) -
are currently being pursued. This
will enable BNSSB to negotiate with
OEMs and vendors directly without
going through CAD and CED.

“This move can reduce the cost
for ship equipment that needs to be
paid to the vendor and OEM,” he

said, adding that BNSSB was cur-

rently negotiating with nine bank-
ing institutions to restructure its
debt.

“We expect negotiations to be
concluded within the period of the
mobilisation phase,” he said.

Detailed design for the LCS pro-
ject was also being negotiated
between BNSSB and France’s Naval

- Group, he said.

“This is important to ensure that
anything decided upon will be able
to meet the needs of the navy as an
end user. :

“The Naval Group has decided to
send its technical team to perform
an audit on the detailed design in
October,” he said.

In terms of government to gov-
ernment, Hishammuddin said rep-
resentatives from the French gov-
ernment had met him and provided
a written commitment to resume
and solve the LCS project.

“This is an important develop-
ment and will help greatly, given
that the majority of the Naval Group
is owned by the French govern-
ment,” he said, adding that con-
struction of the LCS would resume
once negotiations had been con-
cluded and every agreement final-
ised within the mobilisation phase.

“We expect the first LCS to be
completed within two years: It is a

In the news: A file photo of one of the Littoral Combat Ships under construction in Lumut.

realistic timeline as after the end of
the mobilisation phase, all parties
have 14 months to ensure that the
ship is completed and on the water
surface undergoing trials such as
the Harbour Acceptance Test and
Sea Acceptance Trial. g

“This timeline must be adhered
to by all stakeholders, especially
BNSSB,” he said.

Hishammuddin said, as instruct-
ed by the Cabinet, a report on the
negotiation process during the
mobilisation phase would be tabled
to the Cabinet on schedule.

“As previously mentioned, the
navy has requested the acquisition
of Litteral Mission Ship (LMS) batch
two while waiting for the LCS to be
fully completed.

“The ministry has requested that
the Economic Planning Unit and the
Cabinet implement this project,” he
said.

Hishammuddin said in conclu-
sion, all parties were not looking
back but instead working hard to
ensure that the navy had sufficient
assets.

“The ministry will continue to
give its full cooperation in any
investigation being conducted by
the authorities.”

On Aug 4, Parliament’s Public
Accounts Committee (PAC) revealed
that some RM1.4bil in government
allocations for the LCS project had
been used for other purposes,
including cost overruns.

The two-year probe by PAC also
revealed that the RM9bil project
was done through direct ‘negotia-
tions with BNSSB and was inked in
2014. /

Two reports were subsequently
declassified, including the one by
the governance, procurement, and
finance investigation committee,
which said that the cost of comple-
ting the six LCS might balloon to
RM11.145bil.

On Aug 17, former Navy chief Tan
Sri Ahmad Ramli Mohd Nor, who is
the former managing director of
BNSSB, was charged with three
counts of criminal breach of trust
involving RM21.08mil over the pro-
ject. .
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Innovate to boost revenue

Auditor-General report: Remain prudent for strong finances

By SARBAN SINGH
sachans@thestascom.my

PETALING JAYA: The Federal
Government must continue to
explore ways 0 Increase its reve.

financial position, says the Auditor
General.

The AG, In his 2021 report, said
the government also needed to
find ways to reduce arrears nnd
practise striet fiscal
raise revenue as the hational dem
continued to be on an uptrend.

| "Ministry  secretaries-general
and nt heads must get
more involved and be
financial-related matters.

“There has-to be an effectve
check and balance and periodic
evaluation of the work performed
by officers, who should also be con-
tinuously trained to improve their
skills and capabilities,” he sald in

to improve the effectiveness af the

::mu.amnnnsmmmm

gmdnnc'e:
mu plan 5o m:i andll;’v';urk can
be prioritised; and making recom-
v mpact o e organisaton.
Ve impact on the
The AG msaid

funds
spent on  development
must also have a multiplier effect
on the economy.

He added that the discipline
manage nt expenditure,
revenue generation rts and
repayment of loans should aiso be
improved.

pr

This, he said, was 1 30
that excess revenue mwﬂ
to finance other development pro-
m&and reduce reliance on new

His recommendations came aflter
an audit revealed that the govern-
ments debis as of 2021 totalled
gdzz?sm up from RME79.5bil in

The debt-to-GDP (gross domestic

product) ratio was 63.4% as against
62% in 2020

This was, however, still lower
than the stamaory it o! 65% debi-
to-GDP ratio,

The AG sald the Federal
Governments overall debt and
financlal labilities increased to
RM1.29 1rillion in 2021 from the
RM1.18 tmillion recorded the previ-
Ous year.

This was an increase of RM111bil
ar 9.4%. :

Revenue Increasad 1o RM233.7bil,
an almast 4% increase compared (o
RM225bil the year before.

The main source af revenue cams
from taxes, totalling almost

RMS0bIL

The main spend-
ings were on emoluments
(RMSS5.8hil), debts (RM3ShID, retire-
ment payments (RM28bil), and sub-
sidies (RM13.10i1).

In 2020, the cost wis RM&2.9bil,

RM34.5bll, RM26.4bil, and RM4.6b1,
evelopment expcndlture
amounted to RM64.2bdl, which is an

increase of 25% from the RM51.3bil
Spent in 2020,

Included in the development
expenses are amortization pay-
ments far guarantee commitments
amounting to RM9.6bil, payment of
PFI {private finance inftiative) lia-
bilities totalling RM2 5bil, and clas-

sification of operating expenses
amonn 8, 7hil,
The Gavernment, said

the AG, has also continued fo
record a deficit, amounting to
RM98.7b1L, with a deficit rato of
6.4% of the GDP.
In 2020, the deficit recorded was
RMBS7.6bil, or & GDP ratio of 6.2%.
Hesaidnuakov‘iw!tlmpoﬁ-
cles estahlished related to account-
ing and financial statement report-
ing are in line with the govern-
ment's accounting standands.
There needed to be clear work
procedures, & understand-
ing and compliance to financial
s and closer monitoring
of the work mhmemn by om:ex;:
to ensure quaj int
1ot com = he ndt!e:i.‘my
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Govt debt
rising, with
16% of
revenue
needed to
pay interest

KUALA LUMPUR: The ent
has been asked o uksvmmcmecnﬂ
measures (o the
nauonaldehr. has Jed o ha

mmd ~ with 16.3% of
used for that pur- - gax
pose
The national debt has 0 be
e bevel, said

brought o & manageable
Mmr-cﬂwral Nik Azman Nik
Abdul Majid.

NiK Azman sald raking new loans
to service old debts shauld anly be a
shor-term measure.

“Tt is understood that loans are
usually taken to finance develop-
ment expenses. Because of Covid-19,
about half of the loans were used for

-control activities as well
& economic generation to help

He said that now, for every KM1in
revenue collected, 16sen is used to

I’AC chalrman Wong Kah Woh
said the increasing debt was 2 wor-

rying trend.

“The Auditor-General's t
showed that federal debt in 2021
wis at RAM978.8bil which is 63.4% of

“In 2021, the government made
grossloans amounting (o RM217.2hbil,
an increase of 11.6% from
RM194.55b4 in the previous LA
total of 52.4% or RM113.71 was

used for the principal payment of
manured loans

“Of the ‘n,:a'x RM62.317001 trans-
ferred to Development Fund,
only RM40.994bil (65.8%) was used

!?: o compared to IMS‘).&IH
a7

“A total of RM1Z.612bil (20.2%)
was used to cover Pl (private
ﬁmmuﬂﬁaﬁve}llabﬂlymdm
antee commitrment,” sabid Wong.
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'Man denies
cheating
company

‘owner of
RM100,000

KOTA KINABALU: A self-employed
man has pleaded not guilty in the
Sessions Court here to cheating a
company owner of RM100,000 to
help secure a project.

Fariz Fadila Az Kamarudin, 35,
is alleged to have offered to carry
out a joint venture project with
the company, prompting its
owner to hand over the money to
him.

According to Bernama, the
offence was allegedly committed in
the Penampang district between
January and April 2013.

The charge was framed under
Section 420 of the Penal Code, which
provides for imprisonment of up to
10 years, and whipping, as well as
being liable to a fine, upon convic-
tion.

Judge Abu Bakar Manat allowed
bail of RM20,000 with a deposit of
RM8,000 in one surety.

He also ordered Fariz Fadila to
report himself to the Malaysian
Anti-Corruption Commission
(MACC) office once a month, as well
as surrender his passport to the
court and not disturb witnesses in
the case.

The court set Jan 12 for mention
of the case.

MACC officer Nurul Izzati Sapifee
prosecuted while Fariz Fadila was
unrepresented.




