IMPORTANT NOTICE
NOT FOR DISTRIBUTION TO ANY PERSON OR ADDRESS IN THE UNITED STATES
IMPORTANT: You must read the following before continuing. The following applies to the offering circular dated 16
March 2013 (the “Offering Circular”) attached following this page, and you are therefore advised to read this carefully
before reading, accessing or making any other use of the Offering Circular. By viewing the attached Offering Circular,
you agree to be bound by the following terms and conditions, including any modifications to them from time to time, each
time you receive any information from us as a result of such access.
THE NOTES (AS DEFINED IN THE OFFERING CIRCULAR) AND THE LETTER OF SUPPORT (AS DEFINED IN
THE OFFERING CIRCULAR) ARE BEING OFFERED OUTSIDE THE UNITED STATES IN OFFSHORE
TRANSACTIONS IN RELIANCE ON REGULATION S UNDER THE SECURITIES ACT. NOTHING IN THIS
ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF NOTES OR THE LETTER OF SUPPORT FOR
SALE IN THE UNITED STATES OR ANY OTHER JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. THE
NOTES AND THE LETTER OF SUPPORT HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE
U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), OR THE SECURITIES LAWS OF
ANY STATE OF THE UNITED STATES OR OTHER JURISDICTION. THE NOTES MAY NOT BE OFFERED OR
SOLD WITHIN THE UNITED STATES, EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A
TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND
APPLICABLE STATE OR LOCAL SECURITIES LAWS.
THE OFFERING CIRCULAR MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY OTHER PERSON AND
MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER, AND IN PARTICULAR, MAY NOT BE
FORWARDED TO ANY PERSON OR ADDRESS IN THE UNITED STATES. ANY FORWARDING,
DISTRIBUTION OR REPRODUCTION OF THE OFFERING CIRCULAR IN WHOLE OR IN PART IS
UNAUTHORISED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE
SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER JURISDICTIONS. IF YOU HAVE GAINED ACCESS
TO THIS TRANSMISSION CONTRARY TO ANY OF THE FOREGOING RESTRICTIONS, YOU ARE NOT
AUTHORISED AND WILL NOT BE ABLE TO PURCHASE ANY OF THE NOTES DESCRIBED IN THE
OFFERING CIRCULAR.
Confirmation of your Representation: In order to be eligible to view the attached Offering Circular or make an
investment decision with respect to the Notes described herein, investors must not be located in the United States (within
the meaning of Regulation S under the Securities Act). The Offering Circular is being sent at your request, and by
accepting the e-mail accessing the attached Offering Circular, you shall be deemed to have represented to us that (1) the
electronic mail address that you gave us and to which this e-mail has been delivered is not located in the United States
(within the meaning of Regulation S under the Securities Act) and, to the extent you purchase the Notes described in the
attached Offering Circular, you will be doing so pursuant to Regulation S under the Securities Act and you consent to
delivery of the Offering Circular and any amendments and supplements thereto by electronic transmission.
You are reminded that the attached Offering Circular has been delivered to you on the basis that you are a person into
whose possession the attached Offering Circular may be lawfully delivered in accordance with the laws of the jurisdiction
in which you are located and you may not, nor are you authorised to, deliver the attached Offering Circular, electronically
or otherwise, to any other person.
The materials relating to the offering do not constitute, and may not be used in connection with, an offer or solicitation in
any place where offers or solicitations are not permitted by law. If a jurisdiction requires that the offering be made by a
licensed broker or dealer and Goldman Sachs International (“GSI”) or any affiliate of GSI is a licensed broker or dealer in
that jurisdiction, the offering shall be deemed to be made by GSI or such affiliate in such jurisdiction.
The attached Offering Circular has been sent to you in an electronic form. You are reminded that documents transmitted
via this medium may be altered or changed during the process of electronic transmission and consequently none of GSI or
any of its affiliates (collectively, "Goldman Sachs"), 1MDB Global Investments Limited, 1Malaysia Development Berhad
the Government of Malaysia or any person who controls the foregoing or any director, officer, employee or agent of the
foregoing or any affiliate of any such person accept any liability or responsibility whatsoever in respect of any difference
between the Offering Circular distributed to you in electronic format and the hard copy version available to you on request
from GSI. Your use of this e-mail is at your own risk and it is your responsibility to take precautions to ensure that it is
free from viruses and other items of a destructive nature.

STRICTLY CONFIDENTIAL

1MDB Global Investments Limited
(incorporated in the British Virgin Islands, with limited liability on 8 March 2013)

U.S.$3,000,000,000 4.4 per cent. Notes due 2023
The U.S.$3,000,000,000 4.4 per cent. Notes due 2023 (the “Notes”) will be issued by 1MDB Global Investments Limited (the “Issuer”).
The Government of Malaysia has entered into a letter of support (the “Letter of Support”) to provide necessary financial assistance to the Issuer in respect of the Notes.
There is no express or implied guarantee intended, provided or expected from the Government of Malaysia under the Letter of Support in respect of the Notes or the other
obligations of the Issuer.
The Notes will bear interest at the rate of 4.4 per cent. per annum payable semi-annually in arrear on 9 March and 9 September in each year. Payments on the Notes will
be made without deduction for or on account of taxes of the Relevant Taxing Jurisdictions (as defined below). See “Terms and Conditions of the Notes — Taxation”.
Unless previously redeemed or purchased or cancelled, the Notes will be redeemed on 9 March 2023 (the “Maturity Date”) at 100 per cent. of their principal amount. The
Notes are subject to redemption, in whole but not in part, at 100 per cent. of their principal amount, together with interest accrued and unpaid (if any) at the option of the
Issuer at any time in the event of certain changes affecting taxes of a Relevant Taxing Jurisdiction. See “Terms and Conditions of the Notes — Redemption for taxation
reasons”.
The Notes will be issued in registered form without coupons in minimum denominations of U.S.$1,000,000 each and integral multiples of U.S.$100,000 thereafter. The
Notes will each be represented by beneficial interests in global registered note certificates (the “Global Certificates”) which will be registered in the name of The Bank of
New York Depository (Nominees) Limited and shall be deposited on or about 19 March 2013 (the “Closing Date”) with The Bank of New York Mellon, London Branch,
as common depositary for Euroclear (as defined below) and Clearstream, Luxembourg (as defined below). Beneficial interests in the Global Certificates will be shown on,
and transfers thereof will be effected only through, accounts at Euroclear and Clearstream, Luxembourg. Except as described herein, individual definitive note certificates
(“Definitive Certificates”) for Notes will not be issued in exchange for beneficial interests in the Global Certificates. See “Summary of Provisions Relating to the Notes
While in Global Form”.
Application will be made by the Issuer to the Labuan International Financial Exchange Inc. (the “LFX”) for listing of, and permission to deal in, the Notes. There can be
no assurance, however, that the Issuer’s listing application will be approved, and if approved, that the listing will be maintained. Admission of the Notes to the official list
of the LFX and trading on its market are not conditions precedent to the issue of the Notes. Applications for certain waivers related to disclosure will also be made by the
Issuer to LFX, see “General Information”.
Investing in the Notes involves risks. For a discussion of certain factors to be considered in connection with an investment in the Notes, see “Risk Factors”.

Issue Price: 100 per cent.
The issue price set forth above does not include accrued and unpaid interest (if any). Interest on the Notes will accrue from the Closing Date. Certain commissions, fees
and expenses will be deducted from the gross proceeds of the issue of the Notes. See “Use of Proceeds”.

Goldman Sachs International (“GSI”), through its selling agents, is offering the Notes outside the United States in reliance on Regulation S. The Notes and the Letter of
Support have not been and will not be registered under the United States Securities Act of 1933, as amended (the “Securities Act”), and, subject to certain exceptions,
may not be offered or sold within the United States except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the Securities
Act and applicable state or local securities laws. Goldman Sachs Bank USA intends to invest, as principal, in the Notes though it may not continue to hold the Notes
through maturity. GSI or any of its affiliates (collectively, “Goldman Sachs”) may choose, in its sole discretion, to invest, directly or indirectly, in the Notes and expects,
upon settlement of the Notes, in its sole discretion, to enter separately into an arrangement with certain investors in the Notes whereby Goldman Sachs would
synthetically obtain an economic exposure to the Notes. See “Distribution Plan, Activities of Goldman Sachs and Selling Restrictions”.
For a description of certain restrictions on offers, sales and transfers of Notes and the distribution of this Offering Circular, see “Distribution Plan, Activities of Goldman
Sachs and Selling Restrictions”.
The Issuer expects to issue and deliver the Notes through the facilities of Euroclear and Clearstream, Luxembourg against payment.

Bookrunner and Arranger
Goldman Sachs International
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IMPORTANT NOTICE TO INVESTORS
This Offering Circular includes certain information provided in compliance with the rules of the LFX. The
Issuer has taken all reasonable care to ensure that all information contained in this Offering Circular with
respect to the Notes and that all information contained in all sections of this Offering Circular is in every
material respect true and accurate and not misleading in any material respect.
EACH
PROSPECTIVE
INVESTOR
RECEIVING
THIS
OFFERING
CIRCULAR
ACKNOWLEDGES THAT THIS OFFERING CIRCULAR MAY NOT CONTAIN ALL
INFORMATION THAT A PROSPECTIVE INVESTOR MAY REQUIRE WHEN MAKING AN
INVESTMENT DECISION IN RELATION TO THE NOTES. IN MAKING AN INVESTMENT
DECISION WITH RESPECT TO THE NOTES, EACH PROSPECTIVE INVESTOR MUST ALSO
RELY (AND WILL BE DEEMED TO HAVE RELIED) ON ITS OWN INDEPENDENT
INVESTIGATION OF INFORMATION ABOUT THE ISSUER THAT IT DEEMS NECESSARY,
INCLUDING THE MERITS AND RISKS INVOLVED IN ANY INVESTMENT IN THE NOTES, AND
ACKNOWLEDGES THAT IT HAS HAD SUFFICIENT OPPORTUNITY TO UNDERTAKE SUCH
INVESTIGATION.
Certain information contained in this Offering Circular in the sections “Malaysia” and “Risk Factors” has
been derived from publicly available information. Accordingly, none of the Issuer, Goldman Sachs, the
Trustee or the Agents (each as defined herein) accept responsibility for the accuracy of such information nor
have any of the Issuer, Goldman Sachs, the Trustee or the Agents independently verified any such
information.
This Offering Circular does not constitute an offer of, or an invitation by or on behalf of the Issuer, Goldman
Sachs, the Trustee or the Agents to subscribe for or purchase any of the Notes in any jurisdiction where such
offer or sale is not permitted. The distribution of this Offering Circular and the offering of the Notes in certain
jurisdictions may be restricted by law. Persons into whose possession this Offering Circular comes are
required by the Issuer, Goldman Sachs, the Trustee and the Agents to inform themselves about and to observe
any such restrictions. For a description of certain restrictions on offers, sales and transfers of Notes and the
distribution of this Offering Circular, see “Distribution Plan, Activities of Goldman Sachs and Selling
Restrictions”.
No person is authorised to give any information or to make any representation not contained in this Offering
Circular and any information or representation not so contained must not be relied upon as having been
authorised by or on behalf of the Issuer, Goldman Sachs, the Trustee or the Agents. The information in this
Offering Circular is accurate only as of the date of this Offering Circular. Neither delivery of this Offering
Circular at any time subsequent to the date hereof nor any sale made in connection herewith shall, under any
circumstances, create any implication that the information contained herein is correct as of any time
subsequent to the date hereof. None of Goldman Sachs, the Trustee or the Agents have separately verified the
information contained in this Offering Circular. Accordingly, no representation or warranty, express or
implied, is made by Goldman Sachs, the Trustee or the Agents or any of their respective affiliates or advisers
as to the accuracy or completeness of the information contained herein, and nothing contained in this Offering
Circular is, or shall be relied upon as, a promise or representation by Goldman Sachs, the Trustee or the
Agents or their respective affiliates or advisers.
Each person accepting delivery of this Offering Circular or purchasing the Notes acknowledges the following:


it has been afforded an opportunity to request from the Issuer, Goldman Sachs, the Trustee and the
Agents, and it has received, all additional information considered by it to be necessary to verify the
accuracy of the information herein;
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it has not relied on any of Goldman Sachs, the Trustee or the Agents or any person affiliated with
Goldman Sachs, the Trustee or the Agents in connection with its investigation of the accuracy of the
information contained in this Offering Circular or its investment decision; and



no person has been authorised to give any information or to make any representation concerning the
Notes other than as contained in this Offering Circular and, if given or made, such other information or
representation should not be relied upon as having been authorised by the Issuer, Goldman Sachs, the
Trustee or the Agents.

The Notes are being sold outside the United States in reliance on Regulation S. The Notes and the Letter of
Support have not been and will not be registered under the Securities Act and may not be offered or sold
within the United States except pursuant to an exemption from, or in a transaction not subject to, the
registration requirements of the Securities Act and applicable state or local securities laws. See “Distribution
Plan, Activities of Goldman Sachs and Selling Restrictions”.
The LFX takes no responsibility for the contents of this Offering Circular, makes no representations as to its
accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising
from or in reliance upon any part of the contents of this Offering Circular. Admission to the official list of the
LFX and trading on its market is not to be taken as an indication of the merits of the Issuer, and/or any of its
respective associated companies, or of the Notes. Admission of the Notes to the official list of the LFX and
trading on its market are not conditions precedent to the issue of the Notes. Investors are advised to read and
understand the contents of this Offering Circular before investing. If in doubt, an investor should consult his
or her advisers.
In making an investment decision, prospective investors must rely on their own examination of the Issuer and
the terms of the Notes, the Trust Deed and the Agency Agreement. None of the Issuer, Goldman Sachs, the
Trustee or the Agents make any representation to any purchaser of Notes regarding the legality of any
investment in the Notes by such purchaser under any laws or regulations. The contents of this Offering
Circular should not be construed as providing legal, business, accounting or investment advice. Additionally,
there may be a tax or regulatory impact of investing in the Notes. None of the Issuer, Goldman Sachs, the
Trustee or the Agents provide any opinion on these issues and any prospective investor should consult with its
own financial, tax and accounting advisors prior to investing in the Notes.

FORWARD-LOOKING STATEMENTS
This Offering Circular includes, and any accompanying offering circular supplement may include, forwardlooking statements. All statements other than statements of historical fact included in this Offering Circular
and any offering circular supplement regarding, among other things, Malaysia’s economy, fiscal condition,
debt or prospects and the businesses of each of the Issuer, 1MDB, ADMIC and Aabar (each as defined herein)
may constitute forward-looking statements. Forward-looking statements generally can be identified by the use
of forward-looking terminology such as “may”, “will”, “expect”, “intend”, “estimate”, “anticipate”, “believe”,
“continue”, or similar terminology. Although the Issuer believes that the expectations reflected in such
forward-looking statements are reasonable at this time, there can be no assurance that these expectations will
prove to be correct. Any forward-looking statements contained in this Offering Circular speak only as of the
date of this Offering Circular. Without prejudice to any requirements under applicable laws and regulations,
the Issuer expressly disclaims any obligation or undertaking to disseminate after the date of this Offering
Circular any updates or revisions to any forward-looking statements contained herein to reflect any change in
expectations thereof or any change in events, conditions or circumstances on which any such forward-looking
statement is based.
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION
Certain figures included in this Offering Circular have been subject to rounding adjustments. Accordingly,
figures shown for the same category presented in different tables may vary slightly, and figures shown as
totals in certain tables may not be an arithmetic aggregation of the figures which precede them. Any
discrepancies in the tables included herein between the amounts listed and the totals thereof are due to
rounding.
The Issuer was incorporated on 8 March 2013. As a newly-incorporated company, the Issuer has not yet
produced any financial statements and none are included in this Offering Circular. The Issuer will issue its
first audited financial statements as of, and for the period ending, 31 December 2013.

ENFORCEABILITY OF CIVIL LIABILITIES
There may be difficulties in enforcing arbitration awards and foreign judgments in the British Virgin Islands
and Malaysia. In addition, enforcement of judgments against the Government of Malaysia is subject to the
Rules of Court 2012 and the Government Proceedings Act 1956 of Malaysia. The Government Proceedings
Act 1956 provides that the Government of Malaysia is obliged to satisfy monetary judgments made against it.
However, there are certain limitations imposed on Malaysian court proceedings against the Government of
Malaysia including, inter alia, the prohibition against summary judgment against the Government of
Malaysia, restrictions on execution proceedings against the Government of Malaysia and restrictions on
obtaining any injunction or an order for specific performance against the Government of Malaysia. See “Risk
Factors — Risks Relating to Enforcement”.
A final and conclusive judgment in the superior courts of the English courts against the Issuer under which a
sum of money is payable (not being in respect of multiple damages, or a fine, penalty, tax or other charge of
similar nature) would, on registration in accordance with the provisions of The Reciprocal Enforcement of
Judgments Act (or, where applicable, the Foreign Judgments (Reciprocal Enforcement) Act), be enforceable
in the High Court of the British Virgin Islands against the Issuer without the necessity of any retrial of the
issues which are the subject of such judgment or any re-examination of the underlying claims.
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CERTAIN DEFINED TERMS AND CONVENTIONS
In this Offering Circular, unless the context otherwise requires, the following terms shall have the meanings
set out below. Capitalised terms used in this Offering Circular but not defined in this section have the
meanings given to them elsewhere in this Offering Circular. Unless otherwise specified or the context
requires, references to “dollars”, “U.S. dollars”, “U.S.$” and “cents” are to the lawful currency of the United
States of America, references to “Ringgit” and “RM” are to the lawful currency of Malaysia and references to
“dirham” and “AED” are to the lawful currency of the U.A.E.
1MDB Energy Limited

A wholly-owned subsidiary of 1MDB

1MDB Energy (Langat)

1MDB Energy (Langat) Limited

1MDB Energy Notes

U.S.$1.75 billion 5.99% notes due in 2022 issued by 1MDB
Energy Limited and guaranteed, on a joint and several basis, by
1MDB and IPIC

1MDB Energy (Langat) Notes

U.S.$1.75 billion 5.75% notes due in 2022 issued by 1MDB
Energy (Langat) and guaranteed by 1MDB

1MDB Group

1MDB and its subsidiaries and associated entities

1MDB

1Malaysia Development Berhad

Aabar

Aabar Investments P.J.S.

Abu Dhabi

The Emirate of Abu Dhabi

ADMIC

Abu Dhabi Malaysia Investment Company Limited, which will
be a 50:50 joint venture of 1MDB (acting through the Issuer)
and Aabar. See "The Joint Venture".

Bandar Malaysia

A redevelopment project zoned for mixed development on the
484-acre site of the old Sungai Besi airport in Kuala Lumpur

Bank Negara Malaysia

The central bank of Malaysia

Borealis

Borealis AG

CEPSA

Compañia Española de Petróleos, S.A.

ChemaWEyaat

Abu Dhabi National Chemicals Company P.J.S.C.

Clearstream

Clearstream Banking, société anonyme

Companies Act

Companies Act, 1965 of Malaysia

CPI

Consumer price index

Directive

EC Council Directive 2003/48/EC on the taxation of savings
income

EIA

Emirates Investment Authority

EPU

Economic Planning Unit of the Malaysian Prime Minister’s
Department

EU

European Union

Euroclear

Euroclear Bank S.A./N.V.

FDI

Foreign direct investment

FIC

Foreign Investment Committee Malaysia
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Fitch

Fitch Ratings Ltd.

GDP

Gross domestic product

Government of Abu Dhabi

The Government of Abu Dhabi

Government of Malaysia

The Federal Government of Malaysia

IPIC Group

IPIC and its subsidiaries

IPIC

International Petroleum Investment Company P.J.S.C.

Issuer

1MDB Global Investments Limited

Joint Venture Agreement

As defined in "The Joint Venture"

Labuan

The Federal Territory of Labuan

LCIA Rules

The LCIA Arbitration Rules as currently in force

LNG

Liquefied natural gas

Malaysia

Malaysia, including, for the avoidance of doubt, the Federal
Territory of Labuan

Mastika Lagenda

Mastika Lagenda Sdn Bhd

Mastika Lagenda Group

Mastika Lagenda and its consolidated subsidiaries

Member States

The member states of the European Union

MENA

Middle East and North Africa region

Minister of Finance, Inc.

Minister of Finance, Incorporated, a body corporate
incorporated pursuant to the Minister of Finance
(Incorporation) Act, 1957 of Malaysia

Mubadala

Mubadala Development Company P.J.S.C.

MW

Megawatts

Nova Chemicals

Nova Chemicals Corporation

Powertek

Powertek Energy Sdn Bhd

Powertek Group

Powertek and its subsidiaries

QIA

Qatar Investment Authority

S&P

Standard & Poor’s Credit Market Services Europe Limited

TRX

Tun Razak Exchange project located in the city of Kuala
Lumpur

U.A.E.

United Arab Emirates

UMNO

United Malays National Organisation

United Kingdom

United Kingdom of Great Britain and Northern Ireland

WHO

World Health Organisation
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SUMMARY OF THE OFFERING
The following summary highlights information contained elsewhere in this Offering Circular. This summary
does not purport to be complete and is qualified in its entirety by reference to, and must be read in
conjunction with, the detailed information and financial information appearing elsewhere in this Offering
Circular and related documents referred to herein. Investors are urged to read this entire Offering Circular
carefully. Reference to a “Condition” is to a numbered condition of the “Terms and Conditions of the Notes”.
Issue

U.S.$3,000,000,000 4.4 per cent. Notes due 2023 (the “Notes”).

Issuer

1MDB Global Investments Limited, a BVI business company with
limited liability incorporated in the British Virgin Islands in
accordance with the BVI Business Companies Act, 2004 on 8
March 2013. See “The Issuer”.

Closing Date

19 March 2013.

Issue Price

100 per cent.
The issue price set forth above does not include accrued and
unpaid interest (if any). Interest on the Notes will accrue from the
Closing Date.

Maturity Date

9 March 2023.

Currency

All Notes will be issued, and payments thereunder will be made,
in U.S. dollars.

Interest

The Notes will bear interest at 4.4 per cent. per annum on the
outstanding principal amount of the Notes.
See “Terms and Conditions of the Notes — Interest”.

Interest Payment Date

Interest on the Notes is payable semi-annually in arrear on 9
March and 9 September in each year.

Redemption at Maturity

Unless previously redeemed, the Notes will be redeemed on the
Maturity Date at 100% of their principal amount.

Optional Tax Redemption

The Notes may be redeemed at the option of the Issuer in whole,
but not in part, at any time, on giving not less than 30 nor more
than 60 days’ notice to the Noteholders (which notice shall be
irrevocable), at 100% of their principal amount, (together with
interest accrued and unpaid (if any) to the date fixed for
redemption), if:
(a)

the Issuer satisfies the Trustee immediately prior to the
giving of such notice that it has or will become obliged to
pay additional amounts as a result of any change in, or
amendment to, the laws or regulations of the British Virgin
Islands, or by any political subdivision or any authority
thereof or therein having power to tax (the “Relevant
Taxing Jurisdiction”), or any change in the application or
official interpretation of such laws or regulations, which
change or amendment becomes effective on or after 16
March 2013; and

(b)

such obligation cannot be avoided by the Issuer taking
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reasonable measures available to it, provided that no such
notice of redemption shall be given earlier than 90 days
prior to the earliest date on which the Issuer would be
obliged to pay such additional amounts were a payment in
respect of the Notes then due.
Change of Control Redemption

If an Issuer Change of Control or a 1MDB Change of Control
occurs, the Issuer shall, at the option of a holder of any Note,
redeem such Note at its Change of Control Redemption Amount
together with interest accrued and unpaid (if any) to, but
excluding, the date of redemption.

Issuer Change of Control

An Issuer Change of Control shall occur each time 1MDB:

1MDB Change of Control

(a)

sells, transfers or otherwise disposes of any of the issued
share capital of the Issuer, other than to an entity, directly
or indirectly, wholly owned by 1MDB; or

(b)

otherwise ceases to control (directly or indirectly) the
Issuer and “control” for these purposes shall be the power
to appoint and/or remove all or the majority of the
members of the board of directors or other governing body
of the Issuer or to control or have the power to control the
affairs and policies of the Issuer (in each case whether by
the ownership of share capital, the possession of voting
power, contract, trust or otherwise).

A 1MDB Change of Control shall occur each time the
Government of Malaysia or any other department, agency or
authority wholly-owned by the Government of Malaysia:
(a)

sells, transfers or otherwise disposes of any of the issued
share capital of 1MDB, other than to an entity, directly or
indirectly, wholly-owned by the Government of Malaysia; or

(b)

otherwise ceases to control (directly or indirectly) 1MDB
and “control” for these purposes shall be the power to
appoint and/or remove all or the majority of the members
of the board of directors or other governing body of
1MDB or to control or have the power to control the
affairs and policies of 1MDB (in each case whether by the
ownership of share capital, the possession of voting
power, contract, trust or otherwise).

Change of Control Redemption
Amount

100% of the principal amount of a Note.

Purchase and Cancellation

The Issuer and any of its Subsidiaries (if any) may at any time
purchase the Notes in the open market or otherwise at any price.
Such Notes may be reissued, resold or surrendered for
cancellation.

Form and Denomination

The Notes will be issued in registered form in the specified
denomination of U.S.$1,000,000 and higher integral multiples of
U.S.$100,000. The Notes will be represented by Global
Certificates in registered form without interest coupons which will
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be registered in the name of a nominee of, and deposited with a
common depositary for, Euroclear and Clearstream, Luxembourg.
Interests in the Global Certificates will be exchangeable for
Individual Certificates in the limited circumstances set out in the
Global Certificates.
Status of the Notes

The Notes constitute (subject to “Terms and Conditions of the
Notes – Negative Pledges”) direct, unconditional, unsecured and
unsubordinated obligations of the Issuer and shall at all times rank
pari passu and without any preference among themselves. The
payment obligations of the Issuer under the Notes shall at all times
rank at least equally with all its other present and future unsecured
and unsubordinated obligations, save for such exceptions as may
be provided by mandatory provisions of applicable legislation.

Letter of Support

See “Letter of Support”.

Negative Pledge and Other Covenants

For a description of the negative pledges and other covenants
applicable to the Issuer and 1MDB, see “Terms and Conditions of
the Notes — Negative Pledges”.

Events of Default

See “Terms and Conditions of the Notes — Events of Default”.

Consequences of an Event of Default

See “Terms and Conditions of the Notes — Events of Default”.

Further Issues

The Issuer may from time to time and without the consent of
Noteholders create and issue further securities either having the
same terms and conditions as the Notes in all respects (in all
respects except for the first payment of interest on them). See
“Terms and Conditions of the Notes – Further issues”.

Taxation

All payments of principal and interest by or on behalf of the Issuer
in respect of the Notes shall be made free and clear of, and
without withholding or deduction for, or on behalf of, any taxes,
duties, assessments or governmental charges of whatever nature
imposed, levied, collected, withheld or assessed by, or on behalf
of, or within a Relevant Taxing Jurisdiction, unless such
withholding or deduction is required by law or regulation or the
relevant taxing authority’s interpretation or administration thereof.
In that event the Issuer shall pay such additional amounts as will
result in receipt by the Noteholders of such amounts as would
have been received by them had no such withholding or deduction
been required, subject to certain exceptions as set out in “Terms
and Conditions of the Notes – Taxation”.

Distribution Plan, Activities of
Goldman Sachs and Selling
Restrictions

The Notes and the Letter of Support are being offered and sold
outside the United States in reliance on Regulation S. For a
description of these, certain further restrictions on the offer, sale
and transfer of the Notes and certain conflicts of interest relating
to Goldman Sachs International, see “Distribution Plan, Activities
of Goldman Sachs and Selling Restrictions”.

GSI

Goldman Sachs International.

Trustee

BNY Mellon Corporate Trustee Services Limited.
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Principal Paying Agent

The Bank of New York Mellon, London Branch.

Transfer Agent

The Bank of New York Mellon, London Branch.

Calculation Agent

The Bank of New York Mellon, London Branch.

Registrar

The Bank of New York Mellon (Luxembourg) S.A. (together with
the Principal Paying Agent, the Transfer Agent, the Agent Bank
and the Calculation Agent, the “Agents”).

Account Bank

The Bank of New York Mellon, London Branch subject to
substitution in certain circumstances.

Use of Proceeds

See “Use of Proceeds”.

Risk Factors

Prospective investors should carefully consider, before deciding to
invest, risks associated with an investment in the Notes.
See “Risk Factors” for a summary of certain risks associated with
investing in the Notes.

Listing

Application will be made to list the Notes on the LFX. There can
be no assurance, however, that the Issuer’s listing application will
be approved, and if approved, that listing of the Notes will be
maintained. Admission of the Notes to the official list of the LFX
and trading on its market are not conditions precedent to the issue
of the Notes.

Governing Law

The Trust Deed, the Agency Agreement, the Letter of Support and
the Notes and any non-contractual obligations arising out of or in
connection with them shall be governed by English law and the
parties to the agreements have agreed to submit to the jurisdiction
of the courts of England and, with the exception of matters
relating to the Letter of Support, to an option to refer any
unresolved dispute in relation to such documents to arbitration
under the LCIA Rules.
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RISK FACTORS
In evaluating a possible purchase of the Notes, prospective investors should carefully evaluate, consider and
analyse all of the information contained in this Offering Circular and, in particular, the risk factors described
below. The risks and uncertainties described below are not the only risks and uncertainties faced by the
Issuer, ADMIC and Malaysia. Additional risks and uncertainties that are currently unknown or are considered
immaterial by the Issuer, ADMIC and Malaysia may also impair or adversely affect the Issuer’s ability to
make payments on the Notes as they become due. Any of the risks described below could result in an
insufficiency of funds in the Issuer and therefore could materially and adversely affect the ability of the Issuer
to make payments on the Notes as they become due. In that event, the market price and liquidity of the Notes
could be materially and adversely affected, and Noteholders could lose all or part of their investment in the
Notes.

General – Limitations of this Offering Circular
This Offering Circular does not purport to, nor does it, contain all information in relation to the
Issuer, ADMIC or Malaysia that a prospective investor may deem material to an investment decision.
This Offering Circular is not intended to provide all information in relation to the Issuer, ADMIC or Malaysia
that a prospective investor may deem material to an investment decision, nor is it intended to provide the
basis of any credit or other evaluation, and it should not be considered as a recommendation by any person
that any recipient of this Offering Circular should subscribe for or purchase any of the Notes. Each person
receiving this Offering Circular acknowledges that such person has not relied on any of the Issuer, 1MDB, the
Government of Malaysia, Goldman Sachs, the Trustee or the Agents or any person affiliated with any of them
in connection with its investigation of the accuracy of the information contained herein or of any additional
information considered by it to be necessary in connection with its investment decision. Any recipient of this
Offering Circular contemplating subscribing for or purchasing any of the Notes should determine for itself the
relevance and sufficiency of the information contained herein and its investment decision should be, and shall
be deemed to be, based solely upon its own independent investigation of the financial condition and affairs,
and its own appraisal of the terms and conditions of the Notes, the prospects and creditworthiness of the
Issuer, ADMIC or the Government of Malaysia and any other factors relevant to its decision, including the
risks involved.
In particular, recipients of this Offering Circular should note that no financial statements of the Issuer,
ADMIC or the Government of Malaysia for any period have been prepared or are available on an audited or
unaudited basis.

Risks Relating to the Issuer and ADMIC
Each of the Issuer and ADMIC has no operating history and limited operations of its own and will be
dependent on income from ADMIC's future investments
The Issuer is a BVI business company with limited liability incorporated, with 1MDB as the sole shareholder,
in the British Virgin Islands in accordance with the BVI Business Companies Act, 2004 on 8 March 2013 and
was established for the purpose of issuing the Notes. ADMIC is a BVI business company with limited
liability incorporated in the British Virgin Islands in accordance with the BVI Business Companies Act, 2004
on 5 March 2013. Accordingly, neither the Issuer nor ADMIC has any operating history to date. Upon
transfer of shares to Aabar pursuant to the Joint Venture Agreement, ADMIC will be a 50:50 joint venture
between 1MDB (acting through the Issuer) and Aabar. The Issuer is a wholly-owned finance subsidiary of
1MDB. The Issuer will either on-lend all of the net proceeds of this Offering to ADMIC or will use all of the
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net proceeds of the offering of the Notes to fund its investment in ADMIC and will have limited operations of
its own. Accordingly, after contributing the net proceeds of the offering of the Notes to ADMIC, the Issuer’s
investment in ADMIC will be substantially the Issuer’s only asset, thus the Issuer will rely directly on returns
from its investment in ADMIC for sufficient funds to make all payments due on the Notes.
As of the date of this Offering Circular, ADMIC has not made any investments, and the Issuer will not
generate any revenues from ADMIC's operations until ADMIC makes an investment. Furthermore, ADMIC
has no plans, arrangements or understandings with any prospective target businesses concerning an
investment, acquisition or project. Consequently, it is not expected that ADMIC will immediately have any
revenues with which to pay dividends to the Issuer in respect of the Issuer’s 50 per cent. investment in
ADMIC.
Once ADMIC has made an investment or acquisition or commenced a project, the ability of ADMIC to
generate revenues from its investments to pay dividends to the Issuer and Aabar will be subject to, among
other things, the results of operations and funding requirements of such investments, distributable reserves of
and the approval of the directors and shareholders of companies in which it invests and applicable laws and
restrictions contained in debt instruments of such investments, if any. Moreover, further issues of equity
interests or the exercise of options in these investments could dilute the ownership interest of ADMIC in such
investments.
There can be no assurance that ADMIC will have consummated an investment, acquisition or project, or will
have experienced any return on such investment, acquisition or project, in adequate time to ensure that the
Issuer is able to meet its payment obligations under the Notes exclusively from returns on its investment in
ADMIC. If the Issuer is unable to satisfy its obligations in respect of the Notes, the Noteholders will be
dependent on the Government of Malaysia satisfying its obligations under the Letter of Support. See “—
Risks Relating to Letter of Support”.
The Terms and Conditions of the Notes do not restrict the amount of indebtedness which the Issuer and
ADMIC may incur, including indebtedness of entities ADMIC invests in. Such indebtedness may contain
covenants which prevent or restrict distributions to ADMIC until such time as the relevant indebtedness has
been repaid. Because the Issuer will meet its payment obligations under the Notes through returns on its 50
per cent. equity interest in ADMIC, Noteholders of the Issuer may effectively be structurally subordinated to
the creditors of ADMIC and, where ADMIC has invested in equity, the companies in which ADMIC invests.
The ability of ADMIC to generate revenues from its investments to pay dividends or make other distributions
or payments to the Issuer will also be subject to the availability of profits or funds at the companies in which
ADMIC invests for that purpose, which in turn will depend on the future performance of the entity concerned
which, to a certain extent, is subject to general economic, financial, competitive, legislative, regulatory and
other factors that may be beyond its control. In addition, any such entity may be subject to restrictions on the
making of such distributions to ADMIC contained in applicable laws and regulations. There can be no
assurance that ADMIC and its subsidiaries’ individual businesses will generate sufficient cash flow from
operations or that alternative sources of financing will be available at any time in an amount sufficient to
enable these businesses to service their indebtedness, to fund their other liquidity needs and to make payments
to ADMIC to enable the Issuer to meet its payment obligations under the Notes.

ADMIC may not be funded in accordance with the Joint Venture Agreement, and a failure to
adequately fund ADMIC may limit its ability to achieve its strategic objectives
Pursuant to the Joint Venture Agreement, 1MDB and Aabar have agreed to an initial funding target for
ADMIC in order to provide it with sufficient seed capital of U.S.$6 billion. The Joint Venture Agreement
requires that each of 1MDB (acting through the Issuer) and Aabar, respectively, contribute an additional
U.S.$3 billion in exchange for further equity in ADMIC to meet the initial funding target of U.S.$6 billion.
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The Issuer will either on-lend all of the net proceeds of this Offering to ADMIC or use all of the net proceeds
of this offering to fund its investment in ADMIC, and at the time of the Issuer’s investment of the net
proceeds in ADMIC, it is anticipated that Aabar will not yet have contributed sufficient capital to meet its
obligations under the Joint Venture Agreement. The Issuer has no control over Aabar, and there can be no
assurance that Aabar will meet its funding obligations under the Joint Venture Agreement. Failure to properly
fund ADMIC may compromise ADMIC’s ability to meet its investment objectives, which could have a
material adverse effect on its business, financial condition and prospects, and results of operations and could
therefore affect the return on the Issuer’s investment in ADMIC and thus the ability of the Issuer to perform
its obligations in respect of the Notes.
Furthermore, in the event of any unremedied default by Aabar under the terms of the Joint Venture
Agreement, including but not limited to any failure by Aabar to meet its funding obligations, the Issuer’s
recourse would be limited to (i) compelling Aabar to sell its stake in ADMIC to the Issuer at a discount of 15
per cent. to the fair value thereof (as determined by an independent and internationally recognised accounting
firm), (ii) compelling Aabar to purchase the Issuer’s stake in ADMIC at a premium of 15 per cent. to the fair
value thereof (as determined by an independent and internationally recognised accounting firm), or (iii) the
liquidation of ADMIC’s investments and ADMIC’s dissolution. Any such event may limit the Issuer’s ability
to earn a return on the proceeds of the offering of the Notes and thus its ability to perform its obligations in
respect of the Notes.

The Issuer is a wholly-owned subsidiary of 1MDB, and ADMIC will be 50 per cent. owned by
Aabar once shares are transferred in accordance with the Joint Venture Agreement. The
respective interests of 1MDB, Aabar and the Governments of Malaysia and Abu Dhabi may, in
certain circumstances, conflict with the interests of Noteholders
1MDB is able to exercise influence over the actions of the Issuer, and 1MDB and Aabar are able to exercise
influence over the corporate objectives, strategies and actions of ADMIC. For example, pursuant to the Joint
Venture Agreement, the Issuer and Aabar are each entitled to appoint two Directors of their choosing to the
Board of Directors of ADMIC or to remove and replace any Director appointed by them from time to time.
The Board of Directors is charged with formulating the investment plan of ADMIC, which plan is required
under the Joint Venture Agreement to take into account the strategic intent of the Governments of Malaysia
and Abu Dhabi. Furthermore, the Joint Venture Agreement provides that in the event of a disagreement among
the board members of ADMIC, the Chief Executive Officers or Managing Directors (as appropriate) of each
of 1MDB and Aabar, failing which the chairmen of each of 1MDB and Aabar, and failing which senior
government officials nominated by the Governments of Malaysia and Abu Dhabi, shall have discretion to
resolve the disagreement.
Finally, the Joint Venture Agreement requires the written consent of each of the Issuer and Aabar, prior to
ADMIC commiting to make any investment. 1MDB, Aabar, and Aabar’s parent company IPIC engage in their
own investment activities, and there are no provisions under the Joint Venture Agreement addressing the
allocation of investment opportunities among ADMIC, 1MDB, Aabar and/or IPIC or preventing 1MDB,
Aabar and/or IPIC from allocating more favourable investment opportunities amongst themselves and
excluding ADMIC.
Consequently, 1MDB, Aabar, IPIC and, ultimately, the the Governments of Malaysia and Abu Dhabi are each
in a position to exercise influence or control over the actions of ADMIC, including with respect to its
investment strategies and its dealings with 1MDB, Aabar and IPIC. There can be no assurance that the
interests of 1MDB, Aabar, IPIC, the Government of Malaysia or the Government of Abu Dhabi, will not,
from time to time, conflict with those of the Issuer’s creditors, including the Noteholders, which could result
in ADMIC making investments or foregoing investment opportunities for other than purely commercial
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reasons and which may result in a lower return on the Issuer’s investment in ADMIC and thus not be in the
interests of the Noteholders.

There may be limited disclosure available concerning related party transactions between ADMIC
and 1MDB or Aabar
Upon transfer of shares in ADMIC to Aabar pursuant to the Joint Venture Agreement, ADMIC will be a
privately held 50:50 joint venture of 1MDB (acting through the Issuer) and Aabar. Similarly, 1MDB is a
public company limited by shares wholly-owned by the Government of Malaysia, and Aabar was recently
taken private by IPIC, its 95.47 per cent. owner, and delisted from the Abu Dhabi Securities Exchange
effective 14 September 2010. As a result, there is limited current public disclosure available concerning
1MDB, Aabar and their respective investment strategies. Likewise, as privately held companies, none of
ADMIC, 1MDB nor Aabar is subject to any external rules or controls concerning related party transactions or
required to make disclosures in respect thereof. Consequently, Noteholders may have little or no information
concerning related party transactions between ADMIC and 1MDB or Aabar, and such transactions may
conflict with the interests of the Issuer’s creditors, including the Noteholders.
If the shareholders of ADMIC reach a deadlock, one of the shareholders may be forced out of the joint
venture
Pursuant to the Joint Venture Agreement, resolutions of ADMIC and certain other reserved matters will be
made only with the mutual agreement of the shareholders of ADMIC. If there is an equality of votes with
respect to any such resolution or matter, and if the reasonable endeavors of the shareholders of ADMIC, their
respective executive management, chairmen and certain designated senior government officials nominated by
the Governments of Malaysia and Abu Dhabi are unable resolve the disagreement after a prescribed period of
time, either shareholder of ADMIC (the "Initiating Shareholder") may force the other to either (i) purchase all
of the Initiating Shareholder's shares in ADMIC at a premium of 15 per cent. to the fair value thereof (as
determined by an independent and internationally recognised accounting firm) or (ii) sell all of its shares in
ADMIC to the Initiating Shareholder at a discount of 15 per cent. to the fair value thereof (as determined by
an independent and internationally recognised accounting firm).

ADMIC has not identified a specific use for the proceeds of this offering
The Issuer will either on-lend all of the net proceeds of this Offering to ADMIC or use all of the net proceeds
of this offering to fund its investment in, ADMIC. See "Use of Proceeds". However, ADMIC has not yet
identified a specific use for the capital to be invested in it by the Issuer and Aabar. ADMIC will have virtually
unrestricted flexibility in identifying and selecting one or more prospective target businesses. ADMIC does
not have any specific investment, merger, stock exchange, asset acquisition, reorganisation or other business
combination under consideration or contemplation, and ADMIC has not, nor has anyone on ADMIC's behalf,
contacted, or been contacted by, any potential investment target or had any discussions, formal or otherwise,
with respect to such a transaction. ADMIC is not restricted from using the capital to be invested in it by the
Issuer and Aabar for the purpose of acquisitions, investments or projects in any particular industry or
geography.

Since ADMIC has not yet selected a particular industry or any target business in which to invest,
you will be unable to currently ascertain the merits or risks of the industries or businesses from
which the Issuer will ultimately derive its revenues
ADMIC intends to invest in a business or in multiple businesses in any industries that it believes will provide
significant opportunities for growth, and ADMIC is not limited to any particular industry or type of business.
Accordingly, there is no current basis for Noteholders to evaluate the possible merits or risks of the particular
industry or the target business or businesses from which the Issuer will ultimately derive its revenues.
Although ADMIC will evaluate the risks inherent in a particular target business, there can be no assurance
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that it will properly ascertain or assess all of the significant risks present in that target business. Even if
ADMIC properly assesses those risks, some of them may be outside of its control or ability to affect.
Resources could be wasted in researching investments that are not consummated, which could
materially adversely affect subsequent attempts to source other investments
It is anticipated that the investigation of each specific target investment and the negotiation, drafting, and
execution of relevant agreements, disclosure documents, and other instruments will require substantial
management time and attention and substantial costs for accountants, attorneys and others. If a decision is
made not to consummate a specific investment, the costs incurred up to that point for the proposed transaction
likely would not be recoverable. Any such event will result in a loss to ADMIC of the related costs incurred,
which could materially adversely affect the return on the Issuer’s investment in ADMIC or subsequent
attempts by ADMIC to source and invest in other businesses.

The senior management and directors of ADMIC may be employed by 1MDB or Aabar and their
respective interests may, in certain circumstances, conflict with the interests of the Noteholders
As of the date of this Offering Circular, no members have been appointed to the management of ADMIC and
only one person has been appointed to ADMIC's Board of Directors. It is possible that some or all of the
people appointed to ADMIC's senior management team or its Board of Directors may simultaneously be
employed by 1MDB or Aabar in a separate capacity. Such persons' interests in their capacity with 1MDB or
Aabar may conflict with those of the Issuer's creditors, including the Noteholders. The Governments of
Malaysia and Abu Dhabi are in a position to control the outcome of actions of 1MDB and Aabar, respectively,
and their respective employees and subsidiaries, including the Issuer. The interests of either the Government
of Malaysia or the Government of Abu Dhabi, or both, may from time to time be different from those of the
Issuer’s creditors, including the Noteholders. For example, decisions made by ADMIC's senior management
or board of directors may be influenced by the need to consider the objectives of the Government of Malaysia
and the Government of Abu Dhabi, including strategic and development objectives. Such decisions could
result in ADMIC making investments or foregoing investment opportunities for other than purely commercial
reasons, which may result in a lower return on the Issuer’s investment in ADMIC and thus not be in the
interests of the Noteholders.

ADMIC will depend significantly on the members of its Board of Directors and has not yet
appointed its senior management team, and the departure of any of these individuals (once
appointed) could materially adversely affect the Issuer’s ability to execute its investment strategy
ADMIC will depend significantly on the diligence and skill of its Board of Directors and senior management
team (once appointed) for the execution of its investment strategy and final selection, structuring, closing and
ongoing management of its investments and projects. ADMIC's success will depend to a significant extent on
the continued service and coordination of its senior management team. None of these individuals will be easy
to replace on short notice.

ADMIC is subject to project implementation risks
If ADMIC makes investments at the project stage, it would face a number of risks, including:


the requirement to make significant capital expenditures without receiving cash flow from the project
concerned until future periods;



delays in obtaining, or a failure to obtain, all necessary governmental and regulatory permits,
approvals and authorisations;



an inability to complete projects on schedule or within budgeted amounts; and
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construction related risks, such as the inability to find a suitable contractor, disruptions in services,
defective materials, shortages of materials, equipment and labour, disputes with contractors and subcontractors, adverse weather conditions, natural disasters, accidents and escalating costs of
construction materials.

There can be no assurance that any or all of ADMIC's future projects will be completed in the anticipated
timeframe or at all, whether as a result of the factors specified above or for any other reason. ADMIC's
inability to complete a project in the anticipated timeframe or at all could have a material adverse effect on its
business, financial condition and prospects, and results of operations and could therefore affect the return on
the Issuer’s investment in ADMIC and thus the ability of the Issuer to perform its obligations in respect of the
Notes.
There can be no assurance that ADMIC will be able to successfully integrate any acquisitions
Acquisitions carry a number of risks for ADMIC. For example, ADMIC may face difficulties integrating the
information technology systems, personnel and management structure of an acquired business with the
operations of its existing investments. To the extent that ADMIC carries out any acquisition and seeks to
integrate it into one or more of its existing investments, ADMIC's inability to successfully manage these
integration risks could have a material adverse effect on ADMIC's business, financial condition and prospects,
and results of operations and could therefore affect the return on the Issuer’s investment in ADMIC and thus
the ability of the Issuer to perform its obligations in respect of the Notes.

The due diligence process that ADMIC undertakes in connection with new acquisitions,
investments and projects may not reveal all relevant facts
When conducting due diligence and making an assessment regarding a proposed new acquisition, investment
or project, ADMIC will only be able to rely on resources available to it, including information provided by the
target where relevant and, in some circumstances, third-party investigations. In some cases, information may
be limited and unable to be verified by reference to the underlying sources. The Issuer can offer no assurance
that any due diligence investigation that ADMIC carries out with respect to any acquisition, investment
opportunity or proposed project will reveal or highlight all relevant facts that may be necessary or helpful in
evaluating such opportunity or project. If relevant facts are not identified through the due diligence process,
ADMIC may make misinformed business decisions, which could have a material adverse effect on ADMIC’s
business, financial condition, results of operations and prospects and could therefore affect the return on the
Issuer’s investment in ADMIC and thus the ability of the Issuer to perform its obligations in respect of the
Notes.

ADMIC may have a limited ability to evaluate the management of a prospective target business
Although ADMIC intends to closely scrutinize the management of a prospective target when evaluating the
desirability of acquiring or investing in that business, the Issuer cannot assure you that ADMIC’s assessment
of the target business’ management will prove to be correct.
Following an acquisition or investment, ADMIC may seek to recruit additional managers to supplement the
incumbent management of the target business. The Issuer cannot assure you that ADMIC will have the ability
to recruit additional managers, or that additional managers will have the requisite skills, knowledge or
experience necessary to enhance the incumbent management.

There is limited available information for privately-held target companies
In accordance with ADMIC's investment strategy, it may seek to invest in one or more privately-held
companies. Generally, very little public information exists about these companies, and ADMIC will be
required to rely on the ability of its officers and directors to obtain adequate information to evaluate the
potential returns from investing in these companies. If ADMIC is unable to uncover all material information
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about these companies, then it may not make a fully informed investment decision, and it may lose money on
its investments.

Economic recessions or downturns could impair the value of ADMIC’s projects and investments or
prevent it from increasing its project and investment base
During periods of adverse economic conditions, ADMIC’s investments may experience decreased revenues,
financial losses, difficulty in obtaining access to financing and increased funding costs. During such periods,
companies in which ADMIC invests may also have difficulty expanding their businesses and operations and
be unable to meet their debt service obligations or other expenses as they become due. Any of the foregoing
could cause the value of the affected projects and investments to decline and materially and adversely affect
the ability of ADMIC’s portfolio companies to pay dividends and make other distributions to ADMIC.
Since early 2008, global credit markets, particularly in the United States and Europe, have experienced
difficult conditions. These challenging market conditions have resulted in reduced liquidity, greater volatility,
widening of credit spreads and lack of price transparency in credit markets. As of the date of this Offering
Circular, economic conditions in sovereign states including, in particular, certain euro-zone member states
(for example, Greece, Italy, Portugal and Spain) could possibly lead to such euro-zone member states renegotiating their existing debt obligations or, in extreme circumstances, restructuring their existing debt
obligations, which may lead to a material change in the current political and/or economic framework of the
European Monetary Union. The financial performance of ADMIC may be materially and adversely affected
by a worsening of general economic conditions in the markets in which ADMIC’s portfolio companies
operate, as well as by United States, European and international trading market conditions and/or related
factors. In addition, changes in investment markets, including changes in interest rates, exchange rates and
returns from equity and other investments, and changes in banking sector regulations and oversight, may also
materially and adversely affect the financial performance of ADMIC which could therefore affect the return
on the Issuer's investment in ADMIC and thus the ability of the Issuer to perform its obligations in respect of
the Notes.
ADMIC may face a lack of business diversification for an indefinite period of time after its initial
acquisition, investment or project
For an indefinite period of time after consummation of ADMIC's initial acquisition, investment or project, the
prospects for ADMIC's success may depend entirely on the future performance of a single business. ADMIC
may choose not to diversify its operations and mitigate the risks of being in a single line of business. A lack of
diversification may:


subject ADMIC to negative economic, competitive and regulatory developments, any or all of which
may have a substantial adverse impact on the particular industry which is the subject of its initial
investment, and



cause ADMIC to depend on the marketing and sale of a single product or limited number of products
or services.

Any such negative developments may materially and adversely affect the financial performance of ADMIC
which could therefore affect the return on the Issuer’s investment in ADMIC and thus the ability of the Issuer
to perform its obligations in respect of the Notes.
ADMIC will encounter significant competition for acquisitions and investments
ADMIC will encounter intense competition from entities having a similar business objective, including
private equity groups and leveraged buyout funds, as well as operating businesses seeking strategic
acquisitions. Many of these entities are well established and have extensive experience in identifying and
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completing business combinations. These competitors may possess greater technical, financial, human and
other resources than the ADMIC, which may restrict ADMIC's ability to compete in acquiring certain sizable
target businesses.
Any of these factors may place ADMIC at a competitive disadvantage in successfully negotiating a business
combination. The Issuer cannot assure you that ADMIC will be able to successfully compete for an attractive
business combination.

Risks Relating to Letter of Support
The Notes are not general or direct obligations of the Government of Malaysia and the Letter of
Support does not constitute a guarantee by the Government of Malaysia
The Government of Malaysia has entered into the Letter of Support to provide necessary financial assistance
to the Issuer in respect of the Notes. See "Letter of Support". Accordingly, if the Issuer is unable to satisfy its
obligations in respect of the Notes, the Noteholders will be dependent on the Government of Malaysia
satisfying its obligations under the Letter of Support. Notwithstanding the foregoing, the Notes will not
constitute general or direct obligations of the Government of Malaysia, and there is no express or implied
guarantee intended, provided or expected from the Government of Malaysia under the Letter of Support in
respect of the Notes or the other obligations of the Issuer.

Risks Relating To Enforcement
Investors may experience difficulties in enforcing civil liabilities and foreign judgments in Malaysia
Under the Letter of Support, the Government of Malaysia has irrevocably submitted to the exclusive
jurisdiction of the English courts. Under the Letter of Support, the Government of Malaysia has waived any
immunity from suit or jurisdiction of any court, except as stated therein. See "Letter of Support". The Letter
of Support is governed by English law and the courts of England are to have exclusive jurisdiction over any
disputes which may arise out of or in connection with the Letter of Support.
However, despite having regard to any choice of law and jurisdiction clause, the Malaysian courts still retain
the discretion to assume jurisdiction if the following is within the local jurisdiction of the Malaysian courts:-



where the cause of action arose;



where the defendant resides or has a place of business; or



where the facts on which proceedings are based exist or are alleged to have occurred.

In the event the Malaysian courts assume jurisdiction, the parties' choice of English Law as the governing law
of the Letter of Support would be applied to the proceedings subject to the following caveats:



English Law would have to be proved as a matter of fact by appropriate expert witness;



Malaysian law would govern procedural matters including the measure of damages for breach of
contracts; and



when a question of public policy arises, Malaysian law will prevail.

In exercising its discretion whether to assume jurisdiction, the Malaysian courts may take into consideration
where the evidence is and the relative costs and convenience of trials in the respective countries, and the
respective countries which the parties are connected with, and how closely. Malaysian courts will generally
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respect the choice of jurisdiction elected by the parties, unless the plaintiff is able to establish a strong case as
to why the matter should be heard in the Malaysian courts, thereby overruling the express contractual
provision.
If the Government of Malaysia fails to make the requisite payments pursuant to the terms of the Letter of
Support and to provide the required funds, proceedings may be brought by the Issuer, a receiver (as agent of
the Issuer) or the Trustee against the Government of Malaysia in respect of such payments under the Letter of
Support. Where a judgment is obtained from the English courts against the Government of Malaysia, the
Government of Malaysia is obliged to satisfy monetary judgments made against it but no execution
proceedings can be brought against the Government of Malaysia in Malaysia. Accordingly, if a judgment is
obtained against the Government of Malaysia, such judgment cannot be enforced by any court in Malaysia
against the assets of the Government of Malaysia. As a result the assets of the Government of Malaysia are
not available to Noteholders. Any failure of such a judgment to be successfully enforced against the
Government of Malaysia in respect of the Letter of Support may materially and adversely affect the ability of
Noteholders to receive payments under the Notes. See “Risks Relating to the Letter of Support”.
Generally, as the United Kingdom is a reciprocating country, any judgment obtained against the Government
of Malaysia in any of the superior courts of the United Kingdom or other reciprocating countries as listed in
the Reciprocal Enforcement of Judgements Act, 1958 (“REJA”) (other than a judgment of such a court given
on appeal from a court which is not a superior court) can be registered in the relevant High Court in Malaysia
within six years (or in the case of a judgment obtained against the Government of Malaysia in relation to any
act done in pursuance or execution or intended execution of any written law or of any public duty or authority
or in respect of any alleged neglect or default in the execution of any such written law, duty or authority,
within three years) of the date of such judgment (or where there have been proceedings by way of appeal
against the judgment, after the date of the last judgment given in those proceedings) if such judgment:


is final and conclusive as between the parties;



is for a sum of money not being a sum payable in respect of taxes or other charges of a like nature, or
in respect of a fine or other penalty;



has not been wholly satisfied; and



could be enforced by execution in the country of the original court giving the judgment.

Such a judgment will, upon registration in accordance with the provisions of the REJA, be recognised and
enforced by the courts in Malaysia without re-examination of the issues. As a result, if it has been indemnified
and/or secured and/or prefunded to its satisfaction, the Trustee who has a claim against the Government of
Malaysia under the Letter of Support, and who has obtained a judgment against the Government of Malaysia
meeting the above criteria, will generally be able to register and enforce such judgment in the appropriate
High Court in Malaysia, being the High Court in Malaysia having local jurisdiction over the territory in which
the assets of the Government of Malaysia are situated. It should be noted that the Trustee has no obligation to
take any step or action or to initiate any proceedings unless it has been indemnified and/or secured and/or
prefunded to its satisfaction. The High Court of England is, as of the date of this Offering Circular, considered
to be a superior court for the purposes of the REJA.
The registration of such a judgment will, however, be set aside if the registering court is satisfied, amongst
other things, that (a) the original court giving the judgment had no jurisdiction in the circumstances of the
case; (b) the judgment debtor being the defendant in the original court did not receive notice of the
proceedings in sufficient time to enable it to defend the proceedings and did not appear; (c) the judgment was
obtained by fraud; (d) the enforcement of the judgment would be contrary to public policy in Malaysia; (e) the
judgment is preceded by a final and conclusive judgment on the matter in dispute by a court having
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jurisdiction in that matter; or (f) the rights under the judgment are not vested in the person by whom the
application for registration was made.
In addition, where the sum payable under a judgment which is to be registered is expressed in a currency
other than Malaysian currency, the judgment will be registered as if it were a judgment for such sum in
Malaysian currency as would be equivalent to the sum so payable on the basis of the rate of exchange
prevailing at the date of the judgment of the original court.
Enforcement of judgements against the Government of Malaysia is further subject to the Rules of Court 2012
and the Government Proceedings Act 1956. The Government Proceedings Act 1956 provides that the
Government of Malaysia is obliged to satisfy monetary judgements made against it. However, there are
certain limitations imposed on Malaysian court proceedings against the Government of Malaysia including,
inter alia, the prohibition against summary judgement against the Government of Malaysia, restrictions on
execution proceedings against the Government of Malaysia and restrictions on obtaining any injunction or an
order for specific performance against the Government of Malaysia.

Risks Relating to the Market for the Notes
There has been no prior market for the Notes
The Notes comprise a new issue of securities for which there is currently no public market. There can be no
assurance as to the liquidity of any market that may develop or, if a secondary market does develop for the
Notes, the ability of holders to sell their Notes or the prices at which holders would be able to sell their Notes.
In addition, there can be no assurance if a secondary market does develop, that it will provide the holders of
the Notes with liquidity, or that it will continue for the life of the Notes. Goldman Sachs is not obliged to
make a market in the Notes. Any market-making activity if commenced may be discontinued at any time.
Consequently, any prospective Noteholder must be prepared to hold the Notes for an indefinite period of time
or until final maturity. Application will be made to list the Notes on the LFX. There can be no assurance that
the Notes will be accepted for trading on such exchange. In the event of trading, the Notes could trade at
prices that may be lower than the initial market value thereof depending on many factors, including prevailing
interest rates, the operating results of the Issuer and markets for similar securities.
Although the Issuer has an obligation under the Trust Deed to use reasonable endeavours to maintain the
listing of the Notes on the LFX, neither the Issuer nor Goldman Sachs has any obligation to make a market in
the Notes. In addition, the market for debt securities in emerging markets has been subject to disruptions that
have caused substantial volatility in the prices of securities similar to the Notes. There can be no assurance
that any market for the Notes will not be subject to similar disruptions. Any disruptions in these markets may
have a material adverse effect on the holders of the Notes.

Risks Relating to the Notes
As the Global Certificates are held by or on behalf of Euroclear and Clearstream, Luxembourg,
investors will have to rely on their procedures for transfer, payment and communication with the
Issuer
The Notes will be represented by the Global Certificates except in certain limited circumstances described in
the Global Certificates. The Global Certificates will be registered in the name of a nominee for, and deposited
with, the common depositary for Euroclear and Clearstream, Luxembourg. Individual Certificates evidencing
holdings of Notes will only be available in certain limited circumstances. Euroclear and Clearstream,
Luxembourg will maintain records of the beneficial interests in the Global Certificates. While the Notes are
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represented by the Global Certificates, investors will be able to trade their beneficial interests only through
Euroclear and Clearstream, Luxembourg.
The Issuer will discharge its payment obligations under the Notes by making payments to or to the order of
the common depositary for Euroclear and Clearstream, Luxembourg for distribution to their account holders.
A holder of a beneficial interest in the Global Certificates must rely on the procedures of Euroclear and
Clearstream, Luxembourg to receive payments under the Notes. The Issuer has no responsibility or liability
for the records relating to, or payments made in respect of, beneficial interests in the Global Certificate.
Holders of beneficial interests in the Global Certificates will not have a direct right to vote in respect of the
Notes. Instead, such holders will be permitted to act only to the extent that they are enabled by Euroclear and
Clearstream, Luxembourg to appoint appropriate proxies. Similarly, holders of beneficial interests in a Global
Certificate will not have a direct right under the Global Certificate to take enforcement action against the
Issuer in the event of a default under the Notes but will have to rely upon their rights under the Trust Deed.
The Trustee has no obligation to take any step or action or to initiate any proceedings or other enforcement
action unless it shall have been directed to do so by an Extraordinary Resolution of the Noteholders and it
shall have been indemnified and/or secured and/or prefunded to its satisfaction in respect of all costs, claims,
expenses and liabilities to or for which it may, in its opinion, thereby become liable.

All Noteholders may be bound by modifications or waivers agreed to by less than all of the
Noteholders or, in certain circumstances, by the Trustee without the consent of the Noteholders
The Trust Deed contains provisions for calling meetings of Noteholders to consider matters affecting their
interest generally. These provisions permit defined majorities to bind all Noteholders including Noteholders
who did not attend and vote at the relevant meetings and Noteholders who voted in a contrary to the majority.
The Conditions of the Notes provide that the Trustee may agree, without consent of the Noteholders to (i) any
modification of any of the Conditions or any of the provisions of the Trust Deed or the Letter of Support, that
is in the opinion of the Trustee of a formal, minor or technical nature or is made to correct a manifest error;
and (ii) any other modification (except as mentioned in the Trust Deed), and any waiver or authorisation of
any breach or proposed breach, of any Condition or any of the provisions of the Trust Deed or the Letter of
Support that is in the opinion of the Trustee not materially prejudicial to the interests of the Noteholders. Any
such modification, authorisation or waiver shall be binding on all Noteholders.

Terrorist attacks and war have contributed, and may continue to contribute, to volatility in
international capital markets, which may adversely affect the market price of the Notes
Terrorist attacks, such as those that occurred in the United States, Bali, Jakarta, Madrid, London and Mumbai;
or armed conflicts, such as the war in Iraq or Syria, have resulted in substantial and continuing volatility in
international capital markets. Any further terrorist activities or military intervention could have a material
adverse effect on worldwide financial markets and/or the economy of Malaysia and may adversely affect the
market price of the Notes.

Noteholders may be exposed to exchange rate fluctuations which may adversely affect the interest
or principal return they receive on the Notes
The Issuer will pay principal and interest on the Notes, and the Government of Malaysia will make any
payments under the Letter of Support, in U.S. dollars. This presents certain risks relating to currency
conversions if an investor’s financial activities are denominated principally in a currency or currency unit (the
“Investor’s Currency”) other than U.S. dollars. These include the risk that exchange rates may significantly
change (including changes due to the devaluation of the U.S. dollar or the revaluation of the Investor ’s
Currency) and the risk that authorities with jurisdiction over the Investor’s Currency may impose or modify
exchange controls. An appreciation in the value of the Investor’s Currency relative to the U.S. dollar would
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decrease (i) the Investor’s Currency-equivalent yield on the Notes, (ii) the Investor’s Currency-equivalent
value of the principal payable on the Notes, and (iii) the Investor’s Currency-equivalent market value of the
Notes.
In addition, government and monetary authorities may impose (as some have done in the past) exchange
controls that could adversely affect an applicable exchange rate. As a result, Noteholders may receive less
interest or principal than expected, or no interest or principal.

Noteholders are exposed to the risk of potential changes in law
The transactions described in this Offering Circular (including the issue of the Notes) are based on law and
administrative practice in effect as of the date of this Offering Circular. No assurance can be given as to the
impact of any possible judicial decision or change to law or administrative practice or tax treatment after the
date of this Offering Circular nor can any assurance be given as to whether any such change would adversely
affect the ability of the Issuer to make payments under the Notes.

Certain payments made to Noteholders in respect of the Notes may incur withholding taxes and
neither the Issuer nor any Paying Agent may be obliged to pay additional amounts with respect to
any Note in such circumstances
Under EC Council Directive 2003/48/EC on the taxation of savings income (the “Directive”), Member States
are required to provide to the tax authorities of another Member State details of payments of interest (or
similar income) paid by a person within its jurisdiction to an individual resident in that other Member State or
to certain limited types of entities established in that other Member State. However, for a transitional period,
Luxembourg and Austria are instead required (unless during that period they elect otherwise) to operate a
withholding system in relation to such payments (the ending of such transitional period being dependent upon
the conclusion of certain other agreements relating to information exchange with certain other countries). A
number of non-EU countries and territories have adopted similar measures.
The European Commission has proposed certain amendments to the Directive which may, if implemented,
amend or broaden the scope of the requirements described above. If a payment were to be made or collected
through a Member State which has opted for a withholding system and an amount of, or in respect of, tax
were to be withheld from that payment, neither the Issuer nor any Paying Agent nor any other person would
be obliged to pay additional amounts with respect to any Note as a result of the imposition of such
withholding tax.
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USE OF PROCEEDS
The net proceeds of the issue of the Notes will be approximately U.S.$2,716,760,000 after deducting certain
commissions, fees and expenses. See “Distribution Plan, Activities of Goldman Sachs and Selling
Restrictions”. The Issuer will either on-lend all of the net proceeds of this Offering to ADMIC or use the net
proceeds of the offering to fund its investment in ADMIC, which will be a 50:50 joint venture between the
Issuer and Aabar. See "The Joint Venture".
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CAPITALIZATION OF THE ISSUER
Except as described below, there has been no material change in the capitalisation and indebtedness of the
Issuer since 8 March 2013, the date of incorporation of the Issuer.
The following table sets forth the Issuer’s total capitalisation and indebtedness as of 13 March 2013, as
adjusted to give effect to the issue of the Notes which, for purposes of the table below, is assumed to have
occurred as of 13 March 2013.
As of 13 March 2013(1)

Actual

As Adjusted
After the
Issue of
Notes (2)

(unaudited)
RM’000
Loans and borrowings ..........................................................................................

—

9,312,000

Shareholder’s equity(3) ..........................................................................................

0

0

Total capitalisation .............................................................................................

0

9,312,000

Note:
(1)

Does not include any provision for transaction costs on the basis that while certain components of transaction costs
are now known, others can only be estimated at this stage and do not meet the conditions of being “factually
supportable”.

(2)

Adjusted to reflect expected full subscription of U.S.$3 billion aggregate principal amount of Notes, converted to
Ringgit solely for informational purposes here at an exchange rate against the U.S. dollar of RM3.1040 to
U.S.$1.00.

(3)

Reflects issued and paid up share capital of U.S.$2.00, converted to Ringgit solely for informational purposes here
at an exchange rate against the U.S. dollar of RM3.1040 to U.S.$1.00 and rounded down to the nearest thousand.
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ORGANIZATIONAL STRUCTURE OF ADMIC AND ITS SHAREHOLDERS

The proposed organizational structure of ADMIC once shares are transferred to Aabar pursuant to the Joint
Venture Agreement is set out in the chart below:

Government of
Malaysia

Government of
Abu Dhabi

100%

100%

Ministry of
Finance, Inc.

IPIC

100%

95.47%

1MDB

Aabar

100%

50%

The Issuer
50%

ADMIC
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THE ISSUER
General
The Issuer is exempted BVI business company with limited liability incorporated in the British Virgin Islands
in accordance with the BVI Business Companies Act, 2004 on 8 March 2013. The Issuer currently has no
business operations. The Issuer is the holding company for 1MDB's investment in ADMIC.
The Issuer’s registered office is located at Commerce House, Wickhams Cay 1, P.O. Box 3140, Road Town,
Tortola, British Virgin Islands VG 1110. As of the date of this Offering Circular, the Issuer’s authorised,
issued and paid up share capital is U.S.$2.00, all of which are held by 1MDB.
The Issuer will issue its first audited financial statements for the period ended 31 December 2013, and will
issue financial statements annually thereafter. The auditors of the Issuer will be appointed before the issuance
of its first audited financial statements.

Management
The Issuer is managed by a Board of Directors. The Issuer’s Board of Directors currently comprises two
members. The current directors of the Issuer are representatives of the management of 1MDB. The directors
of the Issuer, together with information regarding their professional experience, are set out below:
Name

Address

Designation

Mohd Hazem bin Abd Rahman .............. No.6 Jalan PJU 1A/27 Ara
Damansara 47301 Petaling Jaya,
Selangor, Malaysia

Director

Azmi bin Tahir ......................................... 101 Jalan SU2B Sering Ukay
Ampang 68000, Selangor, Malaysia

Director

As of the date of this Offering Circular, the Directors of the Issuer do not have any interest or short position in
the shares or debentures of the Issuer.

Share Ownership
The Issuer is a wholly-owned subsidiary of 1MDB and is ultimately wholly-owned by the Government of
Malaysia.

Material Litigation
There are no litigation or arbitration proceedings or claims, material in the context of the Notes, pending or, to
the Issuer’s knowledge, threatened against the Issuer.

Employees
As of the date of this Offering Circular, the Issuer has no employees.
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THE JOINT VENTURE
ADMIC is a BVI business company company with limited liability incorporated in the British Virgin Islands
in accordance with the BVI Business Companies Act, 2004 on 5 March 2013 and, accordingly, has no
operating history to date. ADMIC was formed as an investment holding company for the purpose of making
investments in one or more operating businesses. ADMIC's efforts in identifying prospective target
investments will not be limited to a particular industry or geography. ADMIC does not have any specific
investment, merger, stock exchange, asset acquisition, reorganization or other business combination under
consideration or contemplation and ADMIC has not, nor has anyone on ADMIC's behalf, contacted, or been
contacted by, any potential target investment or had any discussions, formal or otherwise, with respect to such
a transaction. To date ADMIC's efforts have been limited to organizational activities as well as activities
related to this offering.
As a newly-incorporated company, ADMIC has not yet produced any financial statements and none are
included in this Offering Circular. ADMIC will issue its first audited financial statements as of, and for the
period ending 31 December 2013. The auditors of the Issuer will be appointed before the issuance of its first
audited financial statements.
Description of the Joint Venture Agreement
On 12 March 2013, 1MDB and Aabar entered into an agreement (the "Joint Venture Agreement") to form a
joint venture entity to identify and assess investment opportunities globally, and will make investments as
may be approved by 1MDB and Aabar. 1MDB (acting through the Issuer) and Aabar each hold 50% of the
total issued share capital of ADMIC. Pursuant to the Joint Venture Agreement, 1MDB (acting through the
Issuer) and Aabar will each subscribe and pay in cash for 500,000 ordinary shares in ADMIC of U.S.$1.00
each. The initial board will comprise one 1MDB Director and one Aabar Director, and may be expanded to
include other Directors as the shareholders may agree in the future provided that at all times the Board shall
include equal representation from 1MDB and Aabar. The targeted board size is six Directors, with three to be
appointed by each of 1MDB and Aabar. The right to appoint the Chairman of the Board of Directors shall
rotate between 1MDB and Aabar every two years, and will be initially chosen by mutual agreement between
1MDB and Aabar. The Chairman shall not have a casting vote in the event of equality of votes.
Subject to certain exceptions, neither 1MDB (acting through the Issuer) nor Aabar may transfer its shares in
ADMIC without the consent of the other shareholder. To the extent that any shares in ADMIC are transferred
to a third party, and subject to the consent of all relevant parties, (i) the obligations of 1MDB or Aabar in
respect of any guarantee, indemnity, security, recourse, credit support or other similar arrangements given to
ADMIC (together, the "Support Arrangements") shall be assigned to the proposed transferee and (ii) the
proposed transferee of the shares shall indemnify 1MDB or Aabar, as applicable, and its affiliates in respect of
all claims in respect of the Support Arrangements, in each case in a proportion equal to the number of shares
to be transferred expressed as a percentage of the total number of shares of ADMIC possessed by the
transferor immediately prior to such transfer.
Investment Strategy
While ADMIC has yet to adopt a formal investment plan or establish investment criteria, the following are
some of the key factors that ADMIC will consider in making an investment. However, in certain cases,
ADMIC may make investments which do not meet some (or all) of the factors listed below.
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Investments which are in the Strategic Interest of Malaysia and Abu Dhabi
1MDB and Aabar entered into the Joint Venture Agreement to form ADMIC with the acknowledgment that
the formation and funding of ADMIC would be of strategic importance to the government to government
relationship between the Governments of Malaysia and Abu Dhabi given the strategic initiatives to be
undertaken jointly by ADMIC and the catalytic effect that such initiatives are expected to have upon the
growth of Malaysia and Abu Dhabi, respectively. As such, ADMIC will seek to make investments in
companies where there is a strategic benefit to both Malaysia and Abu Dhabi. ADMIC will also focus on
investments that are synergistic with the other investments in its portfolio.
Companies with a Strong Value Proposition
ADMIC will seek to invest in established companies with sound historical financial performance. ADMIC
will typically focus on companies with a history of strong operating and financial results, but it may invest in
start-up companies as well, depending on the value proposition of a particular investment.
Companies with Strong Free Cash Flow Characteristics
ADMIC will seek to invest in companies that have a history of strong, stable free cash flow generation.
ADMIC will focus on companies that have predictable, recurring revenue streams and an emphasis on low
working capital and capital expenditure requirements.
Strong Competitive Industry Position
ADMIC will seek to invest in businesses that operate within industries that have strong fundamentals. The
factors that ADMIC will consider include growth prospects, competitive dynamics, level of consolidation,
need for capital investment and barriers to entry. Within these industries, ADMIC will focus on companies
that have a leading or niche market position. ADMIC will analyze the strengths and weaknesses of target
businesses relative to their competitors, focusing on product quality, customer loyalty, cost impediments
associated with customers switching to competitors, patent protection and brand positioning. ADMIC will
seek to invest in businesses that demonstrate advantages when compared to their competitors, which may help
to protect their market position and profitability and deliver strong free cash flow.
Experienced Management Team
ADMIC will seek to invest in businesses that have strong, experienced management teams. ADMIC will
focus on management teams with a proven track record of driving revenue growth, enhancing profitability
and generating strong free cash flow. ADMIC believes that the operating expertise of its officers and directors
will complement, not replace, the target’s management team.
Investment Plan and Criteria
ADMIC does not currently have an investment plan or investment criteria in place. The Board of Directors
intends to adopt an investment plan as soon as is practicable. The investment plan, and any future
investments, will be made with the mutual agreement of the shareholders of ADMIC.
Effecting an Investment
General
ADMIC is not presently engaged in, and will not engage in, any substantive commercial business for an
indefinite period of time following this Offering. ADMIC intends to utilize cash derived from the proceeds of
this Offering, its capital stock, debt or a combination of these in making investments. Although substantially
all of the net proceeds of this Offering are intended to be applied generally toward making investments as
described in this Offering Circular, the proceeds are not otherwise being designated for any more specific
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purposes. Accordingly, purchasers of Notes are investing without first having an opportunity to evaluate the
specific merits or risks of any one or more investments. ADMIC may seek to invest in a company that may be
financially unstable or in its early stages of development or growth.
ADMIC will have virtually unrestricted flexibility in identifying and selecting one or more prospective target
businesses. Accordingly, there is no current basis for purchasers of Notes to evaluate the possible merits or
risks of the target business in which ADMIC may ultimately invest. Although the management of ADMIC
will assess the risks inherent in a particular target business with which ADMIC may invest, ADMIC cannot
assure you that this assessment will result in its identifying all risks that a target business may encounter.
Furthermore, some of those risks may be outside of ADMIC's control, meaning that ADMIC can do nothing
to control or reduce the chances that those risks will adversely impact a target business.
Sources of Target Investments
ADMIC anticipates that target investments will be brought to its attention from various unaffiliated sources,
including investment bankers, venture capital funds, private equity funds, leveraged buyout funds,
management buyout funds and other members of the financial community. Target businesses may be brought
to ADMIC's attention by such unaffiliated sources as a result of being solicited by ADMIC through calls or
mailings. ADMIC's officers and directors, as well as their affiliates, may also bring to its attention target
investment candidates that they become aware of through their business contacts as a result of formal or
informal inquiries or discussions they may have, as well as attending trade shows or conventions. In addition,
ADMIC expects to receive a number of proprietary deal flow opportunities that would not otherwise
necessarily be available to ADMIC as a result of the track record and business relationships of 1MDB and
Aabar as well as their strong links to the Government of Malaysia and the Emirate of Abu Dhabi, respectively.
While ADMIC does not presently anticipate engaging the services of professional firms or other individuals
that specialize in business acquisitions or investments on any formal basis, it may engage these firms or other
individuals in the future, in which event it may pay a finder’s fee, consulting fee or other compensation to be
determined in an arm’s length negotiation based on the terms of the transaction. ADMIC will engage a finder
only to the extent that management determines that the use of a finder may bring opportunities to ADMIC that
may not otherwise be available to it or if finders approach it on an unsolicited basis with a potential
transaction that ADMIC's management determines is in its best interest to pursue. Although some of ADMIC's
officers and directors may enter into employment or consulting agreements with the business subject to
investment following the initial investment, the presence or absence of any such arrangements will not be
used as a criteria in our selection process of an investment candidate.
Selection of a Target Investment
ADMIC's management will have virtually unrestricted flexibility in identifying and selecting a prospective
target investment. ADMIC has not established any other specific attributes or criteria (financial or otherwise)
for prospective target businesses. In evaluating a prospective target business investment, ADMIC's
management may consider a variety of factors, including one or more of the following:


financial condition and results of operation;



growth potential;



experience and skill of management and availability of additional personnel;



capital requirements;



competitive position;



barriers to entry;
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stage of development of the products, processes or services;



degree of current or potential market acceptance of the products, processes or services;



proprietary features and degree of intellectual property or other protection of the products, processes
or services;



regulatory environment of the industry; and



costs associated with effecting the business combination.

These criteria are not intended to be exhaustive. Any evaluation relating to the merits of a particular
investment will be based, to the extent relevant, on the above factors as well as other considerations deemed
relevant by ADMIC's management in effecting an investment consistent with its business objective. In
evaluating a prospective investment, ADMIC will conduct an extensive due diligence review which will
encompass, among other things, meetings with incumbent management and inspection of facilities, as well as
review of financial and other information which is made available to it. This due diligence review will be
conducted either by ADMIC's management or by unaffiliated third parties that ADMIC may engage, although
ADMIC has no current intention to engage any such third parties.
The time and costs required to select and evaluate a target business investment and to structure and complete
the transaction cannot presently be ascertained with any degree of certainty. Any costs incurred with respect to
the identification and evaluation of a prospective target investment which is not ultimately completed will
result in a loss to ADMIC and reduce the amount of capital available to otherwise complete a business
combination.
Employees
As of the date of this Offering Circular, ADMIC does not have any executive officers, but the Board of
Directors intends to appoint a Chief Executive Officer, Chief Financial Officer, Chief Operating Officer and a
Chief Investment Officer (collectively, the "Key Management") in due course. ADMIC does not intend to
have any full time employees prior to the commencement of its investment program. The Key Management
will not be obligated to devote any specific number of hours to ADMIC's matters and intend to devote only as
much time as they deem necessary to its affairs. The amount of time they will devote in any time period will
vary based on whether a target business has been selected for investment and the stage of the investment
process that the company is in. Accordingly, once Key Management locates a suitable target business to invest
in, they will spend more time investigating such target business and negotiating and processing the investment
(and consequently devote more time to ADMIC's affairs) than they would prior to locating a suitable target
business.

Management of ADMIC
Board of Directors
The following individuals are expected to be appointed as members of the Board of Directors of ADMIC:
Name

Title

Mr. Azmi bin Tahir

Director (appointed by 1MDB)

His Excellency Khadem Abdulla Al-Qubaisi

Director (appointed by Aabar)

ADMIC is managed by its Board of Directors, who are appointed by the shareholders of ADMIC. The right to
appoint the Chairman of the Board of Directors shall rotate between 1MDB and Aabar every two years, and
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will be initially chosen by mutual agreement between 1MDB and Aabar. Resolutions of the Board of
Directors are decided by simple majority vote comprising at least one Director appointed by 1MDB and one
director appointed by Aabar, provided that if at any time 1MDB and Aabar each only have one nominated
Director on the Board, all resolutions shall be decided unanimously. The Chairman shall not have a casting
vote in the event of equality of votes.
Brief biographies of each of the members of the Board of Directors are set out below:
Mr. Azmi bin Tahir
Mr. Azmi bin Tahir is the Chief Financial Officer of 1MDB. Mr. Tahir is also a Director of the Issuer and
ADMIC.
Previous experience: Mr. Tahir led the corporate finance advisory services at a global professional services
firm before joining 1MDB and was previously the regional Islamic finance head at an international financial
institution.
Education: Mr. Tahir holds a Bachelor of Commerce and an LLB from the University of New South Wales,
Australia.

His Excellency Khadem Abdulla Al-Qubaisi
H.E. Khadem Abdulla Al Qubaisi is a member of the board of directors of IPIC and its Managing
Director.
Other positions: Chairman of Aabar, Chairman of Aabar Properties, Chairman of Borealis, Chairman of
CEPSA, Chairman of Nova Chemicals, Chairman of Arabtec, Chairman of the Abu Dhabi National Takaful
Co. PSC, Chairman of First Energy Bank, board member of EIA and board member of ChemaWEyaat.
Education: H.E. Khadem Abdulla Al Qubaisi holds a Bachelor’s Degree in Economics from the University of
the U.A.E.
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THE SHAREHOLDERS OF ADMIC
1MDB
Overview
1MDB is a strategic development company which is wholly-owned by the Minister of Finance, Inc., a body
corporate incorporated pursuant to the Minister of Finance (Incorporation) Act, 1957 of Malaysia, which
provides for the Minister of Finance, Inc. to be a body corporate. 1MDB was established in February 2009 as
Terengganu Investment Authority Berhad (“TIA”), a sovereign wealth fund established with the mission of
ensuring long-term and sustainable development for the state of Terengganu. TIA was expanded into a federal
entity and renamed 1Malaysia Development Berhad in September 2009 with an aim to reach a broader
spectrum of Malaysians rather than only those in one state.
1MDB’s vision is to drive long-term sustainable economic development in Malaysia, advocating innovation
with a goal of strengthening national competitiveness. 1MDB aims to create business opportunities in
Malaysia by forging strategic global partnerships and attracting foreign direct investment for new high-impact
growth. 1MDB’s investment strategy is to form joint ventures in investments with high multiplier effects on
the national economy, with a focus on energy, real estate, tourism and agribusiness, four of the 12 National
Key Economic Areas identified by the Government of Malaysia. Every potential investment is reviewed
through a rigorous progress of what 1MDB believes to be best global practices, supported by local and
international experts.

1MDB's Role and Relationship with the Government of Malaysia
1MDB is mainly focused on four industry sectors: energy, real estate, tourism and agribusiness. 1MDB may
focus on additional industry sectors as opportunities arise. 1MDB’s current sectoral strategy is detailed below:

Energy
1MDB focuses on the energy sector in order to support Malaysia’s existing energy supply and to optimise the
use of untapped natural resources. 1MDB’s strategy in the energy sector is to grow surrounding energy
ecology by developing specialised technology capabilities including oil, gas and renewables. 1MDB also
seeks to gain and transfer experience to Malaysia by operating with overseas partners in the energy sector.

Real Estate
Through investment in the real estate sector, 1MDB seeks to transform target districts and surrounding areas
through a ‘halo effect’ and to help launch the local construction industry into the international arena. 1MDB
envisions achieving these goals by creating regional hubs to stimulate property value and target economic
sectors, supporting necessary infrastructure development and investing in large scale developments.

Tourism
1MDB’s focus on tourism is aimed at promoting Malaysia as a preferred tourism destination and showcasing
and preserving Malaysia’s rich cultural heritage. Through its investments, 1MDB will seek to enhance
Malaysia’s image by increasing its international visibility and by developing world class infrastructure and
tourist attractions.
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Agribusiness
1MDB aspires to secure Malaysia’s national food supply, with a particular target at specific socioeconomic
segments through its agribusiness investments. 1MDB will seek to optimise production efficiency and cost
through scale and invest in environmentally synergistic ventures to achieve these goals.
1MDB seeks to be a catalyst for long-term sustainable economic development in Malaysia through the
following means:

Break Deadlocks in Development
1MDB seeks to make anchor investments, acting as a ‘first-mover’ to jump-start development and break
deadlocks which may hinder investment. 1MDB may invest in the development of infrastructure to support
supply and demand and facilitate the formation of anchor clusters in a particular development. For example,
1MDB plans to develop its TRX development through co-funding and contractors attracted by the scale of the
project. In addition, 1MDB broke a deadlock in the development of Bandar Malaysia by stepping in to
relocate the existing occupiers of the site, Royal Malaysian Air Force, Royal Malaysian Police (Air Wings
Unit) and the 31st Artillery Regiment of the Royal Malaysian Army, and by its initiative to enter into
agreements to develop the various relocation sites, the largest of which is a new Royal Malaysian Air Force
facility at Sendayan Negeri Sembilan.

Create Opportunities to Improve National Competitiveness
1MDB is focused on identifying and prioritising investment opportunities and infrastructure projects which
may improve Malaysia’s competitiveness as a hub for investment. 1MDB actively seeks out opportunities to
enter into partnerships and co-investment agreements with global partners in order to create such
opportunities.

Invest in Projects with High Multiplier Effects
1MDB seeks to invest in projects which it expects to have high multiplier effects, i.e., projects which 1MDB
expects to stimulate supply and demand for other sectors in the Malaysian economy. 1MDB has identified
investment in the energy, real estate, tourism and agribusiness sectors as likely to have high multiplier effects.

Leverage Strategic Partnerships
1MDB seeks to use its funds to attract additional investment from global partners in order to attract foreign
direct investment to Malaysia.
The Government of Malaysia maintains a close relationship with 1MDB, including as follows:


1MDB is wholly-owned by the Government of Malaysia;



The board of advisers of 1MDB is chaired by the Prime Minister of Malaysia and includes other senior
officials of the Government of Malaysia;



The appointment and removal of members of 1MDB’s Board of Directors and senior management are
subject to the prior consent of the Prime Minister of Malaysia; and



The Government of Malaysia has guaranteed an issue in 2009 of 30-year RM 5 billion Islamic
Medium Term Notes (“IMTN”) by 1MDB.

Other Company Information
1MDB’s registered office address and principal place of business is Level 8, Menara IMC, No. 8 Jalan Sultan
Ismail, 50250 Kuala Lumpur, Malaysia, and its main telephone number is +603 2730-8288.
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Strengths
1MDB believes that it has the following key strengths:

Close Relationship with Government of Malaysia
1MDB is wholly-owned by the Government of Malaysia through the 100 per cent. equity ownership of the
Minister of Finance, Inc. 1MDB was created as a sovereign strategic development company to support the
Government of Malaysia in achieving its goal of high income and high productivity in Malaysia. As a
Government-owned development agency, 1MDB is dedicated to implementing and delivering the economic
development plans of the Government of Malaysia, with the mission of driving sustainable economic
development by forging strategic global partnerships and promoting foreign direct investment via
development and investment projects.
1MDB enjoys strong operational and management support from the Government of Malaysia. 1MDB has
been mandated by the Government of Malaysia to spearhead landmark projects such as TRX and Bandar
Malaysia to achieve its economic goals. Government support for 1MDB is evidenced by its transfer of the
ownership of premium land in central Kuala Lumpur for the development of TRX and also the site of the old
Sungai Besi airport for Bandar Malaysia. The Government of Malaysia has also demonstrated its commitment
to 1MDB through its guarantee of RM 5 billion 30-year DVITN issued by 1MDB (then TIA), in the months
following its establishment.

Clear Investment Strategy and Business Model
1MDB has established a unique business model to facilitate its pursuit of economic growth for Malaysia. It
creates business opportunities and forges strategic partnerships with the aim of bringing foreign direct
investment to Malaysia for new high-impact growth by forming joint ventures in investments with a high
multiplier effect on the economy, especially in the energy, real estate, tourism and agribusiness sectors.
1MDB expects to monetise its projects upon meeting objectives and to reinvest the proceeds in new projects
to further develop the national economy.

Experienced Advisory and Management Team
1MDB has a ten-member Board of Advisors consisting of both eminent individuals in the international
business arena and senior Malaysian government officials, with the Prime Minister of Malaysia serving as
chairman, His Excellency Sheikh Hamad Bin Jassim Bin Jabr-Al-Thani, Prime Minister and Minister of
Foreign Affairs of the State of Qatar as Special Advisor alongside other internationally well-known business
and corporate figures. The Board of Directors consists of prominent corporate figures from various sectors in
Malaysia. The senior management team of 1MDB was headed by the Managing Director and Chief Executive
Officer, Datuk Shahrol Halmi until his secondment to the Performance Management and Delivery Unit
(PEMANDU) under the Prime Minister’s Department. The senior management team of 1MDB will be led
from 15 March 2013 by Mohd Hazem bin Add Rahman (formerly the Chief Operating Officer) who will take
over as Managing Director and Chief Executive Officer. 1MDB’s management team comprises members with
extensive experience and qualifications in relevant industries, ranging from consultancy services to
investment banking to strategic management. The average length of industry experience possessed by each
member of the Board of Directors and senior management is over 15 years. Additionally, all members of each
board and senior management hold professional degrees and qualifications or have significant experience
relating to their respective field of expertise (see “—Management of 1MDB”).
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Strong Risk Management
1MDB has a stringent risk management control function, with the Board of Directors holding ultimate
accountability for the risk and related control environment and being responsible for approving and reviewing
risk policies and methodologies. The Board of Directors is supported in this task by board delegated
committees for reviewing and challenging risk information, which in turn are supported by a Risk
Management Department, along with strategic business and support units. 1MDB also has stringent ‘Chinese
wall’ and whistle-blower policies in light of the sensitivity of its projects and investments.

Investment Strategy, Criteria and Process
1MDB adheres to investment policies which it believes are disciplined and prudent. The principal components
of 1MDB’s investment policies are its investment strategy and criteria and its investment process.

Investment Strategy and Criteria
1MDB’s investment strategy is premised upon leveraging on global investment expertise by encouraging
joint-equity partnerships with foreign investors. This strategy is geared to promoting strategic partnerships
with foreign investors in order to support large scale development plans and transfer knowledge and expertise
to Malaysia for long-term sustainable growth. This strategy has fomented partnerships with well-known
public and private investors, such as QIA and Mubadala, among others, as well as the current partnership with
Aabar to invest in ADMIC, to cooperate in existing and future projects. For example, in May 2010, 1MDB
entered into a memorandum of understanding with QIA which provides a framework for cooperation for both
parties to explore, evaluate and implement investment opportunities in Malaysia.

Funding
1MDB employs a combination of funding options to finance its operations and to ensure long-term financial
stability. To date, the sources of financing available to 1MDB have been an initial seed capital of RM
1,000,002 from the Government of Malaysia, capital markets financings, including the RM 5 billion IMTN
issued in 2009 and guaranteed by the Government of Malaysia, the 1MDB Energy Notes, the 1MDB Energy
(Langat) Notes and bank financings, including short-term working capital facilities. In the future, 1MDB
plans to monetise projects upon meeting its objectives and to recycle the proceeds from those investments into
similar projects to continue developing the national economy.

Existing Investment Portfolio
1MDB is currently undertaking two landmark development projects in Malaysia, namely the TRX and Bandar
Malaysia projects described below. In May 2012, 1MDB acquired the Powertek Group and in October 2012
1MDB acquired the Mastika Lagenda Group. Its investment portfolio currently includes:


TRX, a project to develop a currently vacant 70-acre piece of land in the city of Kuala Lumpur as an
international financial, business and economic centre with sustainability as one of its objectives;



Bandar Malaysia, a redevelopment project zoned for mixed development on the 484-acre site of the
old Sungai Besi airport in Kuala Lumpur, with a focus on education and green residential
infrastructure to rejuvenate city living as a complementary development to TRX;



The Powertek Group, which owns and operates nine power plants and has investments in four power
plants across six countries, namely Malaysia, Egypt, Bangladesh, Pakistan, Sri Lanka and the United
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Arab Emirates, with a total net generating capacity of 3,981 MW and a net water desalination capacity
of 16 million imperial gallons per day; and


The Mastika Lagenda Group, which operates power assets in Malaysia.

Management of 1MDB

Board of Directors
The following individuals are members of the Board of Directors of 1MDB. The Chairman of the Board of
Directors of 1MDB is YBhg Tan Sri Dato’ Seri Che Lodin Wok Kamaruddin. Datuk Shahrol Azral Ibrahim
Halmi will step down as Managing Director on 15 March 2013, with Mohd Hazem Abd Rahman to be
appointed to the role from the same date.
:
Name

Title

YBhg Tan Sri Dato’ Seri Che Lodin Wok Kamaruddin

Chairman

Mr. Mohd Hazem Abd Rahman

Managing Director

YBhg Datuk Shahrol Azral Ibrahim Halmi

Director

YBhg Dato' Paduka Ismee Ismail

Director

YBhg Dato’ Ong Gim Huat

Director

Mr Ashvin J Valiram

Director

1MDB is managed by its board of directors, who are appointed by the Government of Malaysia with the
consent of the Prime Minister of Malaysia. The Board of Directors meets from time to time with a minimum
attendance requirement of three members. The Board of Directors is supported by Board delegated
committees, namely the Audit and Risk Management Committee, the Remuneration and Nomination
Committee and the Real Estate Executive Committee for reviewing and challenging decision making and
escalating issues. The business address of each of the members of the Board of Directors is Level 8, Menara
IMC, No 8 Jalan Sultan Ismail, 50250 Kuala Lumpur, Malaysia.
The Board of Directors guides the strategic direction of 1MDB and regularly reviews 1MDB’s operating and
financial position. In addition, the Board of Directors approves the preparation and auditing of 1MDB’s
financial statements.
Brief biographies of each of the members of the Board of Directors are set out below:
YBhg Tan Sri Dato’ Seri Che Lodin Wok Kamaruddin
Tan Sri Dato’ Seri Che Lodin has been the Chief Executive of Lembaga Tabung Angkata Tentera (“LTAT”)
since August 1982, and the Group Managing Director of Boustead Holdings Berhad since 1 July 1991. He is
the Chairman of the Board of Directors of 1MDB.
Other positions: Tan Sri Dato’ Seri Che Lodin is the Chairman of Boustead Heavy Industries Corporation
Bhd, Boustead Naval Shipyard Sdn Bhd, Boustead Petroleum Marketing Sdn Bhd, Boustead Petroleum Sdn
Bhd and Boustead REIT Managers Sdn Bhd. He also sits on the Boards of Affin Investment Bank Bhd, Affin
Capital Sdn Bhd, AXA Affin Life Insurance Bhd, Boustead Properties Bhd, UAC Bhd, Power Cables
Malaysia Sdn Bhd and The University of Nottingham in Malaysia Sdn Bhd.
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Mr. Mohd Hazem Abd Rahman
Mohd Hazem is the Managing Director and Chief Executive Officer of 1MDB, to take office from 15 March
2013. He is also a Director of the Issuer.
Previous experience: Mohd Hazem was previously the Chief Operating Officer of 1MDB and the Managing
Director of one of the subsidiaries of a major conglomerate.
Education: Mohd Hazem holds a Bachelor of Science in Management – Banking & Finance from the
Weatherhead School of Management at Case Western Reserve University, USA.
YBhg Datuk Shahrol Azral Ibrahim Halmi
A graduate of Stanford University, Datuk Shahrol was, until 15 March 2013, the Managing Director and Chief
Executive Officer of 1MDB. He remains a member of the Board of Directors of 1MDB.
Previous experience: Datuk Shahrol was the Executive Partner of Accenture and the Managing Director of the
Public Services Group of Accenture Malaysia Sdn Bhd.
YBhg Dato' Paduka Ismee Ismail
Dato' Paduka Ismee is the Group Managing Director and Chief Executive Officer of Lembaga Tabung Haji,
Malaysia’s national pilgrim fund board. He is also a member of the Board of Directors of 1MDB.
Other positions: He is on the Board of TH Plantations Bhd. He is also a Director of Bank Islam Malaysia
Bhd, and its parent company, BIMB Holdings Bhd.
Previous experience: Dato' Paduka Ismee was previously the Chief Executive Officer of ECM Libra
Securities and Director of ECM Libra Capital Sdn Bhd. He has served several organisations in various
capacities, including as Senior General Manager of Finance, Lembaga Pengurusan Danaharta Nasional Bhd,
and General Manager, Business Development of Arab Malaysia Development Bhd. He has also held various
position at Shell Malaysia Bhd.
YBhg Dato’ Ong Gim Huat
Dato’ Ong is the Chairman of the Board of Directors of Kwong Wah Yit Poh Press Bhd. He is also a member
of the Board of Directors of 1MDB.
Other positions: He sits on the Board of several other private limited companies, including Southern Pipe
Industry (M) Sdn Bhd.
Previous experience: Dato’ Ong is the past Chairman of the Real Estate and Housing Developers Association,
Penang, and was the Vice President of Penang Chinese Chamber of Commerce from 1994 to 1998.
Mr Ashvin J Valiram
Mr Ashvin is the Executive Director of the Valiram Group. He is also a member of the Board of Directors of
1MDB.
Previous experience: Mr Ashvin was the Vice President of the Duty Free Operators Association In Malaysia
from 2003 to 2006.

Senior Management
The Managing Director conducts 1MDB’s business in accordance with 1MDB’s articles of association and the
rules and resolutions adopted by the Board of Directors. The Board of Directors is closely involved in
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approving every investment of 1MDB and remains significantly involved in the management and strategic
direction of the investment once a transaction is closed.
The members of 1MDB’s senior executive management comprise:
Name

Title

Mr. Mohd Hazem Abd Rahman

Managing Director and Chief Executive Officer

Mr. Azmi bin Tahir

Chief Financial Officer

Siti Aishah Md. Lassim

Chief Human Resource Officer

Dato’ Haji Azmar Talib

Chief Executive Officer, 1MDB Real Estate Sdn.
Bhd.

Datuk Shahrol Azral Ibrahim Halmi stepped down as Chief Executive Officer on 15 March 2013, and Mr.
Mohd Hazem Abd Rahman was appointed to the role from the same date.

Corporate Governance of 1MDB
Corporate Governance
1MDB is professionally managed and governed by global best practices. 1MDB is governed by a triple-tier
check-and-balance system comprised of the Board of Advisors, the Board of Directors and the Senior
Management team. Each of the Board of Advisors, the Board of Directors and Senior Management members’
appointments are overseen by the Prime Minister’s Department. 1MDB’s day-to-day operations are
professionally managed by the senior management team, supported by a strong professional team with diverse
backgrounds.
The Board of Advisors act as advisers to the Board of Directors with respect to the business and investment
initiatives undertaken by 1MDB whereas the Senior Management (which is appointed by the CEO and/or the
Board of Directors) administers the operation of 1MDB and reports to the Board of Directors. To ensure the
independence of 1MDB from undue political influence, its Board of Directors maintains a politician and civil
servant-free policy.

AABAR
Headquartered in Abu Dhabi, Aabar invests in various sectors including infrastructure, aviation, real estate,
automotive, commodities, energy and financial services. Aabar is the strategic investment company of Abu
Dhabi and is controlled by IPIC. Aabar has made numerous investments including stakes in RHB Capital
Berhad, Daimler AG, Tesla Motors, Inc., Falcon Private Bank Ltd., Mercedes-Benz Grand Prix Limited,
UniCredit S.p.A., Galactic Ventures LLC, XOJET, Inc., Glencore International plc and a portfolio of real
estate projects.
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MALAYSIA
General
Malaysia is located in southeast Asia, just north of the equator, and consists of two major land masses,
Peninsular Malaysia and East Malaysia, the latter comprising the states of Sabah and Sarawak, which are
located on the island of Borneo. Peninsular Malaysia is separated from the states of Sabah and Sarawak by the
South China Sea. The total land area of Malaysia is approximately 330,000 square kilometres.

Population and Society
Malaysia has a population of approximately 29.3 million. Kuala Lumpur, the capital and largest city, has an
estimated population of 1.7 million. As of 2010, Malays and other indigenous people (together referred to as
“Bumiputra”) make up 67.7 per cent. of Malaysia’s population, Malaysian Chinese make up 24.2 per cent. of
the population and Malaysian Indians and other races make up the remaining 8.1 per cent. of the population.
The official language of Malaysia is Bahasa Malaysia, but English is widely spoken.

Sovereign Rating
Malaysia’s long-term foreign-currency ratings as of the date of this Offering Circular are “A-” by Fitch
Ratings with a stable outlook and “A-” by S&P with a stable outlook. Malaysia’s short-term foreign-currency
ratings as of the date of this Offering Circular are “F2” by Fitch and “A-2” by S&P.

Government of Malaysia and Political System
Peninsular Malaysia attained independence from Britain in 1957 as the Federation of Malaya. In 1963,
Malaysia was formed as the successor to the Federation of Malaya, incorporating Sarawak, Sabah and
Singapore. In August 1965, Singapore separated from Malaysia. Malaysia now consists of 13 states and three
Federal territories: Kuala Lumpur, Labuan and Putrajaya.
Malaysia is a parliamentary democracy with a federal system of government headed by a constitutional
monarch. The King of Malaysia is elected for a five-year term by nine hereditary rulers who are members of a
Conference of Rulers. The framework of Malaysia’s government is determined by the federal constitution
adopted at the time of independence, which lays the framework for the federal executive, legislative and
judicial system. Federal executive power is exercised by the Prime Minister and his cabinet. The Prime
Minister must himself be a member of the federal House of Representatives. After more than 20 years of
service as the Prime Minister of Malaysia, Tun Dr Mahathir bin Mohamad retired from office on 31 October
2003 and Tun Abdullah Ahmad Badawi was named the new Prime Minister of Malaysia. In the 2004 and
2008 elections, the National Front coalition won and Tun Abdullah Ahmad Badawi remained as the Prime
Minister of Malaysia. Datuk Seri Mohd Najib was appointed as Malaysia’s 6th Prime Minister on 3 April
2009 after Tun Abdullah Ahmad Badawi stepped down as Prime Minister.
The Federal legislative authority in Malaysia is vested in the Parliament, which consists of the King of
Malaysia and two Houses of Parliament known as the Senate (Dewan Negara) and the House of
Representatives (Dewan Rakyat). The members of the House of Representatives are elected by popular vote
for five-year terms. The members of the Senate, who serve three-year terms, are appointed by the King of
Malaysia and comprise persons who, in his opinion, have rendered distinguished public service or have
achieved distinction in commerce, industry, agriculture, cultural activities or social services or are
representative of racial minorities or are capable of representing the interests of aborigines.
Since its formation, Malaysia has been governed by the National Front coalition comprising three major
component parties, namely the United Malays National Organisation (“UMNO”), the Malaysian Chinese
Association and the Malaysian Indian Congress. An opposition to the coalition exists but it has never been
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able to capture sufficient support to win control of the Federal Parliament. In the 2008 general elections,
members of the National Front coalition were elected to 137 out of 222 seats in the House of Representatives
of the Federal Parliament. UMNO is the dominant party in the coalition, holding 78 of the coalition’s 137
seats. Under the Federal Constitution, general elections must be held every five years, and the next general
elections must be held before 28 June 2013.
Bills generally become law when passed by both the House of Representatives and the Senate, and when
they receive royal assent from the Yang di-Pertuan Agong. Bills may originate in either the House of
Representatives or the Senate. Bills cannot be presented for royal assent until passed by the House of
Representatives. The Federal Constitution, however, provides for circumstances under which bills passed
by the House of Representatives, but not by the Senate, may be presented for royal assent. The Yang
di-Pertuan Agong has 30 days to assent to any bill presented to him by causing the public seal to be
affixed to it. However, if the Yang di-Pertuan Agong does not assent within 30 days, the bill becomes
law upon the expiration of the time specified. Federal legislative powers are specified in the Federal
Constitution and extend to all matters of national importance, including external affairs, defence, internal
security, finance, trade, education, other social services and the administration of justice. The powers of
the legislative assemblies of the states are also specified in the Federal Constitution and cover such
matters as land, Islamic law, forestry and local government. The states’ borrowing power is restricted
under the Federal Constitution. If any state law is inconsistent with federal law, federal law prevails.
Judicial power in Malaysia is vested in the courts. The superior courts are the Federal Court, the Court
of Appeal and the High Courts, while the subordinate courts consist of the Sessions Courts and the
Magistrates' Courts. The jurisdiction of the respective superior courts is specified in the Federal
Constitution and the Courts of Judicature Act 1964, and the jurisdiction of the subordinate courts is
specified in the Subordinate Courts Act 1948. The Federal Court determines appeals from decisions of
the Court of Appeal and the High Courts. It also has exclusive jurisdiction to determine, inter alia, (i)
whether a law made by Parliament or by the legislature of a state is invalid on the ground that
Parliament or the legislature of a state, as the case may be, has legislated in respect of a matter over
which it has no power to make laws, and (ii) disputes on any other question between the states or
between the Federation and any state. The Court of Appeal determines appeals from the High Courts.
The High Courts determine appeals from the subordinate courts.
Following the appointment of the new Prime Minister in April 2009, several initiatives were announced.
The “1Malaysia, People First, Performance Now” concept (“1Malaysia”) was launched. It is a
continuous effort to strengthen unity among people. The concept is based on positive values centred on
social justice and acceptance of a multi-racial society. Pursuant to this concept, the Government
continues its work to enhance the well-being of people in urban and rural areas to ensure that the
benefits of development are enjoyed by all citizens in a safe and peaceful environment. Efforts have
been undertaken to improve income and quality of life, including measures aimed at eradicating extreme
poverty to see that no segment of society is marginalised. Such measures include programs targeted at
the development of public and social amenities, housing for the poor and economic advancement of
indigenous peoples.
In an effort to improve efficiency and its delivery system, in 2010 the Government announced the
Government Transformation Program ("GTP"), based on 1Malaysia. The objective of the GTP is twofold: first, to help the Government become more effective in its delivery of services and accountable for
outcomes that matter most to people; and second, to transform Malaysia into an advanced, united and
just society with high standards of living for all Malaysians irrespective of race, religion or region. Six
National Key Result Areas (“NKRAs”) were identified in 2010 to be addressed by relevant ministries,
namely: reducing crime, fighting corruption, improving student outcomes, raising the living standards of
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low-income households, improving rural basic infrastructure and improving urban public transport. The
first-year performance of the GTP was published in the GTP 2010 Annual Report in March 2011. The
report provides an account of the achievements and shortcomings and how the Government plans to
continue improving in the interests of all Malaysians. Amongst the achievements in 2010 for the six
NKRAs are: a 15% reduction in overall crime index; a 35% reduction in street crime; the introduction
of the Whistleblower Protection Act 2010; the expediting of corruption trials with 14 special Corruption
Sessions Courts and four special Corruption High Courts established and the amendment of the Criminal
Procedure Code (“CPC”) to speed up trials; the development of the Convicted Corruption Offenders
Database with a listing of 284 offenders, which surpasses the initial target of 84 names; a 72.42%
enrolment for pre-schools by December 2010; the removal of 44,535 households from the extreme poor
category; the removal of 15,868 or 34% of the poor households from the poor category; the construction
and upgrading of 783.1 kilometres of rural roads across Malaysia; the addition of over 36,273 houses
supplied with clean or treated water and 27,266 houses connected with 24-hour electricity supply; the
construction and completion of Bandar Tasik Selatan Integrated Transport Terminal (also known as
Terminal Bersepadu Selatan); and the introduction of Five Bus Expressway Transit services, with the
primary aim of reducing bus journey time using underutilised highways.
In addition to 2010’s six NKRAs, 2011 saw the introduction of a seventh, namely addressing the rising cost of
living. As in 2010, the performance of the GTP in 2011 was published in the GTP 2011 Annual Report in
April 2012. Achievements in 2011 for the seven NKRAs include: the delivery of RM500 in financial
assistance to each of over 5.2 million Malaysian households earning RM3,000 and below; the launch of Kedai
Rakyat 1Malaysia (KR1M) stores, allowing lower income households to purchase groceries at prices 30-40%
less than conventional stores; an 11.1% reduction in the overall crime index; a 39.7% reduction in street
crime; the naming of Malaysia as the most peaceful country in Southeast Asia and the fourth safest in the Asia
Pacific region by the Institute of Economics and Peace’s Global Peace Index; the signing of the Corporate
Integrity Pledge by 64 companies, including many of Malaysia’s largest; the implementation of reward and
recognition guidelines for civil servants who report incidences of corruption and graft; the launch of an AntiCorruption Campaign as a cooperative effort amongst the Royal Malaysian Police, the Road Transport
Department, the Royal Malaysian Customs Department, the Immigration Department and the Malaysian AntiCorruption Commission; the construction of 3,089 new pre-school classrooms, more than double 2010’s
figure; the implementation of the national pre-school information system (Sistem Maklumat Prasekolah
Kebangsaan) and the School Examination Analysis System to monitor the performance of the education
system; literacy rates of 91.0% and 97.5% of primary 1 and primary 2 students; a drop in the number of
schools classified in the lowest two performance bands (bands 6 and 7) to 380 from 636 in 2010; the
participation of 63,147 households in the “1AZAM” programme; the extension of microcredit loans to 12,578
individuals for small businesses or services-based self-employment; the construction of an additional 1,796.1
km of rural roads; the provision of clean water supply to 109,500 rural homes and of electricity to 54,270
units; the construction or refurbishment of 31,327 rural homes; the refurbishment and re-launch of the
Puduraya Terminal as the Pudu Sentral transport hub; the refurbishment of 468 bus stops and introduction of
470 new buses in the Klang Valley; and the introduction of a new electronic bus ticketing system for RapidKL
buses.
Reflecting the importance of NKRAs, they are collectively administered by the Cabinet, with
accountability for delivery resting on a lead minister who is appointed and formally monitored by the
Prime Minister.
Malaysia is emerging from the aftermath of a deep global recession. As a result, the Government has
set priorities to maintain investor and consumer confidence, preserve jobs and create conditions for
continued growth. For Malaysia to realign its strategic position in the global economy, the Government
believes that it needs to make a major transformation of the domestic economy and be on track to
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achieve developed-nation status by 2020. To this end, the NEAC introduced the NEM, a broad roadmap
of economic transformation along eight strategic initiatives, which are: re-energising the private sector,
developing a quality workforce and reducing dependency on foreign labour, creating a competitive
domestic economy, strengthening the public sector, implementing transparent and market-friendly
affirmative action, building the knowledge base and infrastructure, enhancing the sources of growth and
ensuring sustainability of growth.
The NEM also factors in elements of inclusiveness (aimed at taking care of the poorest and the most
vulnerable members of society) and sustainability (aimed at ensuring that higher growth continues into
the future, but not at the expense of degrading the environment). These steps, among others, will set
Malaysia on the path to a future more reflective of its people: vibrant, independent and engaged in the
development of all its communities.
The Government has embarked on the Economic Transformation Program (the “ETP") which is a
comprehensive effort that aims to transform Malaysia into a high-income nation that is both inclusive
and sustainable by 2020. It aims to increase Malaysia’s Gross National Income (“GNI”) per capita from
U.S.$6,700 or RM23,700 in 2009 to over U.S.$15,000 or RM48,000 in 2020, propelling the nation to
the level of other high-income nations. To achieve high-income status, Malaysia must grow by 6% per
year. The ETP comprises eight Strategic Reform Initiatives (“SRIs”) and 12 selected key growth engine
areas or National Key Economics Areas (“NKEAs”). The eight SRIs includes: re-energising the private
sector; developing a quality workforce; creating a competitive domestic economy; strengthening the
public sector; transparent and market-friendly affirmative action; building the knowledge base and
infrastructure; enhancing the source of growth and ensuring sustainability of growth. The 12 NKEAs
selected are: oil, gas and energy; palm oil; financial services; tourism; business services; electronic and
electrical; wholesale and retail; education; healthcare; communication content and infrastructure,
agriculture and greater Kuala Lumpur. From the 12 NKEAs, 131 Entry Point Projects (“EPP”) have
been identified that will attract $444 billion in investments and are projected to create 3.3 million jobs
by year 2020. Up to June 2011, 87 projects covering 54 out of the 131 EPPs had been launched and
announced by the Prime Minister. From those announcements alone, those projects involve RM106.41
billion in investments from the private sector and RM153.83 billion GNI, creating 298,865 jobs by
2020. The NKEAs will receive prioritised public investment and policy support. The ETP is designed to be
led by the private sector while the Government will primarily play the role of a facilitator. Most of the
funding (approximately 92%) will come from the private sector, with public sector investment being
used as a catalyst to spark private sector participation. Successful implementation of the ETP will see
Malaysia’s economy undergo significant changes to resemble other developed nations.
On the domestic front, the ruling coalition will continue to garner its support from the electorate. The
key challenges are to develop and enhance human capital and move the economy towards innovation-led
and knowledge-driven activities and higher-income status. The Tenth Malaysia Plan was designed to chart
the nation’s initiatives in this regard over the next five years drawing on the foundations laid by
1Malaysia. It also builds upon the GTP, the ETP and the NEM to offer a package of new policies and
strategies to help the nation attain high-income status. The Tenth Malaysia Plan is the first medium-term
plan to operationalise the GTP and the ETP. The plan aims to promote major structural transformation
aimed at enhancing competition through an innovative and skilled workforce, the removal of market
distortions and the encouragement of private sector entrepreneurship.
Growth will be further supported by Malaysia’s plans to build another two coal plants by 2015 and
2016, respectively. The construction of the first coal plant, with a capacity of 1,000 megawatts, using
ultra-critical technology has been awarded to Tenaga Nasional Berhad. The construction of the second
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coal plant has yet to be awarded as it is currently in the evaluation phase. Both projects will involve
private sector investment.

Foreign Relations and International Organisations
Since gaining independence in 1957, Malaysia’s foreign policy has remained consistent with regard to
safeguarding Malaysia’s national interests as well as contributing towards a just and equitable
community of nations. Malaysia has established a total of 105 diplomatic missions in 83 countries and
appointed 52 Honorary Consuls who provide support and assistance in promoting Malaysia’s interests
abroad. The United States, Japan and Singapore have historically been Malaysia’s most important trading
partners. In 2010, Singapore was Malaysia’s second largest trading partner with its share of trade
amounting to 12.5% while India’s share of trade accounted for 2.5%. Malaysia also maintains close
trading ties with the European Union (the “EU”) and other Asian countries. Recently, China has also
emerged as an important trading partner for Malaysia and was Malaysia’s largest trading partner in 2009
and 2010. Malaysia is a member of various international inter-governmental organisations, such as the
United Nations, the Commonwealth, the Organization of the Islamic Conference, the Non-Aligned
Movement, the IPIC Group of 77 and the D8 Group of Developing Countries.
Malaysia promotes its economic interests through various bilateral, regional and international fora, including
discussions on the development of the capital markets and surveillance and reform of the international
financial network.
Malaysia maintains close ties with its neighbouring countries, particularly through its memberships in:


the Association of Southeast Asian Nations (“ASEAN”), which, in addition to Malaysia, includes
the Philippines, Indonesia, Singapore, Thailand, Brunei, Vietnam, Laos,



Myanmar and Cambodia;



ASEAN+3, which includes the ASEAN nations and China, Japan and South Korea;



the Executive Meeting of East Asia and Pacific Central Banks;



the South East Asian Central Banks;



the South-East Asia, New Zealand, Australia central bank group;



the Asia-Europe Meeting; and



the Asia-Pacific Economic Cooperation forum.

Malaysia also participates in various regional and international fora, on topics including surveillance,
capital market development and reform of the international financial framework. Malaysia also maintains
close economic ties with countries in the Middle East, Latin America, Eastern Europe and Africa.
Malaysia maintains memberships in a number of supranational organisations, including:


the International Monetary Fund (the “IMF”);



the World Bank Group;



the World Trade Organization;



the Bank for International Settlements;



the Asian Development Bank;
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the Islamic Development Bank;



the Islamic Financial Services Board; and



the International Islamic Liquidity Management Corporation.

In its relations with the IMF, Malaysia is a participant of the enlarged New Arrangements to Borrow,
whereby Malaysia stands ready to lend to the IMF in the event that supplementary resources are
required to avoid or to cope with an impairment of the international monetary system, or to deal with
an exceptional situation that poses a threat to the stability of that system. Malaysia also provides
bilateral contributions to the Poverty Reduction and Growth Trust, the IMF’s lending facility for its
poorest members, and the Heavily Indebted Poor Countries Initiative, the IMF’s program to reduce the
external debt burden for the most heavily indebted poor countries to sustainable levels. Since September
2002, Malaysia has also been included in the IMF’s Financial Transaction Plans, whereby Malaysia
stands ready to provide financial resources to support the IMF’s operations. Malaysia was among the
first group of countries to subscribe to the IMF’s Special Data Dissemination Standard, which is
designed to improve the timeliness and quality of information of subscribing member countries. Malaysia
has also complied with the Special Data Dissemination Standard requirement on international reserves
and foreign exchange currency liquidity since May 2000. Malaysia’s quota subscription to the IMF has
increased by Special Drawing Rights (“SDR”) 287.30 million (U.S.$468.2 million) to SDR1773.9 million
(U.S.$2,890.7 million) on 18 March 2011.
Malaysia actively pursues its trade and investment interests through goods, services and other trade-related
initiatives via its multilateral engagement at the World Trade Organization, as well as in bilateral and
regional trade agreements. Malaysia also participates in international commodity agreements such as the
International Tropical Timber Agreement. Malaysia’s central bank, BNM, is one of the founding
members of the Islamic Financial Services Board, which was established on 3 November 2002. As a
member, Malaysia participates in the development and dissemination of globally accepted standards and
codes for the supervision and regulation of the Islamic financial industry, consistent with Shariah principles.
BNM is also one of the founding members of the newly established International Islamic Liquidity
Management Corporation, an international organisation established on 25 October 2010 as a result of
international collaboration among central banks to provide liquidity management mechanisms for Islamic
financial institutions around the world.
Malaysia participates in the Chiang Mai Initiative (the “CMI”), a regional self-help and support
mechanism among the ASEAN+3 member countries to supplement existing international financial
facilities. The CMI has two components: the ASEAN Swap Arrangement (the “ASA”) and a network of
bilateral swap arrangements, or “BSAs”. Under the ASA, the ASEAN Finance Ministers agreed in April
2005 to increase the size of the ASA from U.S.$1.0 billion to U.S.$2.0 billion. The new agreement on
the expanded ASA came into force on 17 November 2005. The ASA have since been renewed in
November 2009 for another two years.
Under the BSAs, Malaysia, on 7 January 2009 and 2 April 2010, renewed the agreements with the Bank
of Korea and the People’s Bank of China, respectively. The Bank’s commitment and eligible maximum
drawdown under each BSA is U.S.$1.5 billion.
The decision to multilateralise the CMI was made in May 2006. In the following year, the ASEAN+3
Finance Ministers agreed in principle that a self-managed reserve pooling arrangement governed by a
single contractual agreement was the appropriate form of multilateralisation. The CMI Multilateralisation
(the “CMIM”) agreement, amounting to U.S.$120 billion, was signed on 24 December 2009 and came
into effect on 24 March 2010. This agreement is subject to a review of its key terms and conditions once
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every five years. Based on an agreed 20:80 contribution ratio between the ASEAN and the Plus 3
countries, ASEAN contributes U.S.$24 billion while China, Japan and South Korea contribute U.S.$96
billion collectively. Malaysia’s total commitment to the CMIM is U.S.$4.6 billion and it is therefore
eligible to borrow a maximum of approximately U.S.$11.4 billion, which is 2.5 times the amount of
contribution. As part of the CMIM framework, an independent regional surveillance unit known as
ASEAN+3 Macroeconomic Research Office (“AMRO”) has been established to monitor and analyse
regional and financial developments and support decision-making for lending under the CMIM
arrangement. AMRO has been incorporated in Singapore in April 2011.
While Malaysia continues to accord high priority to the rules-based multilateral trading system under the
WTO, regional and bilateral trade agreements continue to be pursued. Malaysia has concluded and
signed five bilateral Free Trade Agreements (“FTAs”) with Japan, Pakistan, New Zealand, India and
Chile. At the regional level, Malaysia and its ASEAN partners have established the ASEAN Free Trade
Area (“AFTA”) Agreement, aimed to accord preferential tariff to exported goods from member countries.
In addition, ASEAN has also signed the ASEAN Framework Agreement on Services and the ASEAN
Comprehensive Investment Agreement which seeks to accord better access to ASEAN service suppliers
and create favourable investment climate to ASEAN investors, respectively. ASEAN has concluded FTAs
with China, Japan, South Korea and India, as well as Australia and New Zealand. Malaysia is currently
negotiating bilateral FTAs among others with Australia, Turkey and the EU and a broad regional FTA
with a group of eight other countries under the Trans-Pacific Partnership Agreement. The Trans-Pacific
Partnership consists of Australia, Brunei, Chile, Malaysia, New Zealand, Peru, Singapore, the United
States and Vietnam. A Trade and Investment Framework Agreement was signed with the United States
in 2004. Malaysia is also a member of the Organization of Islamic Conference Trade Preferential System
and D8 Preferential Tariff Agreement.

Economic Policy and Planning
Malaysia has a diversified economy, the principal sectors of which are services, manufacturing, agriculture,
mining and construction. Malaysia produces and exports a wide range of primary commodities and
manufactured goods, including electronic components and equipment, electrical machinery and appliances,
chemicals, textiles, wood products, metal products, petroleum, LNG, sawn timber, saw logs and tin. Malaysia
is also one of the world’s largest exporters of semiconductors, computer hard-disks, audio and video products,
air conditioners, rubber gloves, palm oil and rubber. The last decade has seen a widening of Malaysia’s
industrial base and its services sector as it seeks to move up the value chain and attract high-technology, high
value-added, knowledge-based and skills-intensive industries.
Since 1966, the Government of Malaysia has formulated and implemented a series of five-year plans for the
development of the Malaysian economy. These plans have been guided by the development policies set out in
the “New Economy Policy” in 1970 and the “National Development Policy” in 1991 with a working paper
presented by the Prime Minister in February 1991 entitled “Malaysia: The Way Forward” (known as Vision
2020). The goals are to eradicate poverty and redistribute wealth through growth. The Government of
Malaysia’s implementation of these five-year plans and development policies has had a major influence on
the Malaysian economy.
In 2009, the Government of Malaysia established the National Economic Advisory Council to assist in
formulating the “New Economic Model” designed to bring the economy back to its high growth trajectory
and to enable Malaysia to reach the goal established in Vision 2020 of becoming a high-income advanced
economy by the year 2020.
The Government of Malaysia holds equity interests in a number of major corporations including non-financial
public enterprises involved in certain strategic sectors including telecommunications, power, transportation,
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petroleum, construction and services. The principal non-financial public enterprises are Tenaga Nasional
Berhad, Telekom Malaysia Berhad, Petroliam Nasional Berhad also known as Petronas, Putrajaya Holdings
Sdn. Bhd. and Malaysia Airports Holdings Berhad. However, in his speech presenting the 2011 Budget for
Malaysia, the Prime Minister and Minister of Finance, Datuk Seri Mohd Najib, stated that while the
Government of Malaysia had taken an active role in driving economic growth since the 1997/1998 financial
crisis, the private sector was expected to resume its role as the engine of growth and that the 10th Malaysia
Plan would emphasise the private sector’s role.

The 10th Malaysia Plan
The 10th Malaysia Plan is formulated to continue progress towards Vision 2020. The 10th Malaysia Plan is
the key working document for the implementation of the Government of Malaysia’s development programme.
The 10th Malaysia Plan sets out macroeconomic growth targets, as well as the size of, and allocations for,
public sector development programmes.
Malaysia is experiencing a strong recovery from the global financial crisis having recorded GDP growth of
5.6 per cent. in 2012. The 10th Malaysia Plan seeks to achieve its objectives for 2020 by maintaining an
average growth rate of 6.0 per cent. during the 10th Malaysia Plan period.
The total Federal budget of the 9th Malaysia Plan was RM220 billion. The total Federal budget for the 10th
Malaysia Plan is RM230 billion. Under the 10th Malaysia Plan, approximately 32.5 per cent. has been
allocated to the utility sector, 22.7 per cent. to rural development, 15.6 per cent. to infrastructure, 14.9 per
cent. to social development, 5.3 per cent. to human resource development and the remaining 8.9 per cent. to
other economic activities including agriculture, administration and the finance sector.
Principal Sectors of the Economy. The following sectors are the principal sectors of the Malaysian
economy:
Services. The services sector comprises a wide range of activities which can be broadly classified into
intermediate services (comprising finance and insurance, real estate and business services, transport and
storage and communication) and final services (comprising wholesale and retail trade, accommodation
and restaurants, utilities, Government services and other services).
Manufacturing. The manufacturing sector has been among the most rapidly growing sectors in the
Malaysian economy in recent years and a primary contributor to GDP since 1987. During the 1980s,
growth in manufacturing came mainly from lower value-added and simple assembly industries related to
electrical machinery, semiconductor and electronic assemblies, textiles and petroleum refining, as well as
iron and steel products. Since the late 1980s, there has been a shift towards capital- and technologyintensive industries. The shift has enabled Malaysia to produce, among other things, telecommunications
equipment and parts, sound recording and reproducing apparatus and equipment, automated office
equipment and photographic appliances and equipment.
Agriculture, forestry and fishing. The agriculture sector may be broadly divided into two groups:
industrial commodities, principally comprising of palm oil, rubber, saw logs, cocoa and pepper; and food
commodities, consisting of fisheries (including aquaculture), livestock, paddy, fruits and vegetables.
Historically, the predominant commodities have been palm oil and rubber, which are export-oriented in
nature. The sector has now become more diversified, in particular the food commodities sub-sector,
despite the domination of oil palm as the biggest agricultural land use. Notwithstanding the reduced
share of agriculture as a percentage of GDP, total exports and employment, the agriculture sector
remains an important sector of the economy because of its linkages with downstream agro-based
industries such as food processing, palm oil-based as well as wood-based industries. Focus has been
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continuously given to the development of the agro-based industries, particularly in the development of
high Value-added products, in tandem with the Third Industrial Master Plan (2006 to 2020).
Mining and quarrying. Malaysia has a wide range of mineral resources. Minerals produced by Malaysia
in significant quantities include hydrocarbons (petroleum and natural gas) and tin. Malaysia exploits its
oil and gas resources through PETRONAS, Malaysia’s state-owned oil and gas company. PETRONAS is
wholly owned by the Government of Malaysia. Pursuant to the Petroleum Development Act 1974,
PETRONAS has the “entire ownership in and exclusive rights, powers, liberties and privileges of
exploring, exploiting, winning and obtaining petroleum, whether onshore or offshore Malaysia”.
PETRONAS also engages in upstream activities such as the exploration for and production of crude oil
and natural gas and engages a number of international oil and gas companies to participate in such
activities pursuant to production sharing contracts. PETRONAS generally sells its LNG pursuant to longterm contracts ranging from 15 to 21 years in duration.
Gas reserves stood at 92.1 trillion cubic feet and 88.9 trillion cubic feet as at 1 January 2012 and 1 January
2011, respectively, or, in each case, a reserve lifespan of 37 years and 39 years, respectively, based on
current production levels. Crude oil reserves (including condensates) as at 1 January 2012 and 1 January
2011 amounted to 5.95 billion barrels and 5.86 billion barrels, respectively, or a reserve lifespan of 29
years and 25 years, respectively, based on current production levels. The increase in crude oil reserves
from 2006 to 2010 was due to the discovery of several deep-water oilfields.
Construction. The construction sector consists of four subsectors: residential, non-residential, civil
engineering and special trade works. From 1989 to 1997, the construction sector recorded an average annual
growth of 14.3 per cent. as compared to average annual economic growth of 9.2 per cent. during the same
period, driven by the implementation of several large-scale projects such as the Kuala Lumpur International
Airport, the PETRONAS Twin Towers, the Sepang International Circuit and the development of Putrajaya
and Cyberjaya. From 2000 to 2006, following the completion of these large-scale projects, the construction
sector experienced stagnated growth, particularly after the Asian Financial Crisis. However, the sector
improved during 2007 to 2011 with an average growth of 5.9%, boosted by construction of new infrastructure
projects such as low-cost carrier terminal of the Kuala Lumpur International Airport, the Jabur-Kuala
Terengganu East Coast Expressway and electrified double-tracking rail between Seremban and Gemas and
between Ipoh and Padang Besar as well as low and medium-cost housing projects initiated by the
Government. The construction sector contributed around 3 per cent. to the GDP of Malaysia in 2005, which
rose to 3.4 per cent. to the GDP in 2012. Going forward, continued growth in the sector is expected to be
driven by the many construction projects in the pipeline or under implementation such as the MY Rapid
Transit (MRT), River of Life, the Tun Razak Exchange (TRX), Bandar Malaysia at Sungai Besi, LRT
extensions and the Rubber Research Institute of Malaysia (RRIM) land development in Sungai Buloh.

Overall Economic Performance
Driven by continued strong domestic demand coupled with a better than expected export performance, real
GDP expanded by 5.6 per cent. in 2012, compared with a real GDP expansion of 5.1 per cent. in 2011. The
Consumer Price Index (“CPI”) for the period January to December 2012 increased to 104.9 compared with
that of 103.2 in the same period the prior year.
The following table sets out GDP by economic activity at constant 2005 prices for the periods indicated.

GDP by economic activity (at constant 2005 prices)
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2009

2010

2011

2012

(RM million, except percentage)

2012
(% of GDP)

Services ..................................

335,026

359,216

384,272

408,926

52.4

Manufacturing ........................

152,150

170,258

178,333

186,868

23.9

Agriculture, forestry and
fishery..................................

50,063

51,263

54,299

54,750

7.0

Mining and quarrying .............

66,386

66,122

62,334

63,220

8.1

Construction ...........................

19,270

20,428

21,370

25,328

3.2

GDP at purchasers’ value .......

629,885

674,946

709,261

749,070

99.3

7.2

5.1

5.6

GDP growth (decline) (%) ......

Sources:

(1.5)

Department of Statistics, Malaysia.
Bank Negara Malaysia

During the past three decades, through the implementation of strategic policies, Malaysia has made
significant progress toward the transformation of its economy from one focused on agriculture and
mining to one focused on manufacturing and services. Since the late 1970s, the contribution of the
agriculture, forestry and fishery sector has declined from 25.1% of GDP in 1978 to 7.6% in 2010.
During the same period, the contribution of the manufacturing sector increased from 19.0% of GDP to
25.2%. The services sector also developed at a faster pace than the overall expansion of the economy,
with its share of GDP rising to 53.2% in 2010 from 38.9% in 1978. Within the services sector, the
intermediate services segment (comprising the transport and storage, communication, finance and
insurance and real estate and business services sub-sectors) has gained importance, with its share of
GDP rising from 10.3% in 1978 to 21.8% in 2010, benefiting from the rapid pace of industrialisation.
At the same time, the contribution of the final services segment (comprising the wholesale and retail
trade, accommodation and restaurants, utilities, Government services and other services) remained
significant at 31.5% in 2010, compared to 28.6% in 1978. The manufacturing industry, initially
characterised by the production of low-end goods such as textiles and clothing, now produces higher
Value-added products, including indigenous brand names, as well as more capital-and technologyintensive goods such as electrical and electronic products. The process of economic transformation in
Malaysia involves a strategic shift from labour-intensive to capital-intensive activities utilising more
integrated and technology-driven production processes.
In 2008, real GDP registered growth of 4.8 per cent. with favourable growth across all major sectors. Growth
in the first half of the year was driven by robust performance of the services sector with further support
coming from the manufacturing and agriculture sectors. However, the sharp deterioration in global economic
conditions in the second half of 2008 weakened the performance of sectors directly exposed to global
demand, particularly the electrical and electronics industry. The external sector was also affected by the
decline of commodity prices. Consequently, the manufacturing and agriculture sectors grew by 0.8 per cent.
and 3.8 per cent. respectively, while the mining sector contracted by 2.4 per cent. The economy, however,
continued to be supported by the services sector, which registered a growth of 8.6 per cent.
Amidst the global financial crisis, real GDP contracted by 1.5 per cent. in 2009. The manufacturing sector
was significantly affected with a decline of 9.0 per cent., as the electronics and electrical cluster contracted at
an unprecedented rate. The mining sector also contracted by6.5 per cent. on account of lower production of
crude oil and natural gas resulting from the lower external demand. The agriculture sector recorded a marginal
growth of 0.1 per cent. due to lower production of industrial crops. The services sector provided support to the
economy, with a growth of 2.9 per cent., mainly supported by the resilient domestic demand amidst the fiscal
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stimulus and the accommodative monetary policy. The construction sector recorded a stronger growth of
6.2 per cent. due primarily to the implementation of construction-related activities under the 9th Malaysia
Plan and fiscal stimulus packages.
In 2010, real GDP registered strong year-on-year growth of 7.2 per cent. with all economic sectors recording
positive growth. Strong growth was registered in the manufacturing sector of 11.9 per cent. and services
sector of 7.2 per cent. following improvements in both domestic and external demand conditions. The
construction sector continued to expand at a pace of 6.0 per cent. (year-on-year) during the quarter, supported
by the implementation of construction-related projects under the second fiscal stimulus package and the 9th
Malaysia Plan. Meanwhile, the turnaround in the mining sector largely reflected a substantial increase in
natural gas production to meet higher external demand. The agriculture sector expanded further, supported
mainly by higher rubber production and a moderate increase in palm oil production.
Despite the challenging global economic and financial conditions, the Malaysian economy continued to
expand in 2011, growing by 5.1 per cent. Growth in domestic demand remained favourable, supported by
both private and public sector spending. Domestic demand expanded by 8.2 per cent. and growth was
sustained by a continued expansion in both household and business spending as well as public sector
expenditure. On the supply side, activity in the services sector moderated in the fourth quarter of 2011, while
the manufacturing sector expanded by 4.7 per cent., a similar pace to the previous quarter, supported by
strong growth in the domestic-oriented industries. This trend reflected the weaker external environment amid
strong performance in domestic-oriented activity. The agriculture sector continued to record robust growth
at5.9 per cent. due mainly to the continued strong production of crude palm oil, while mining output
continued to improve. The construction sector grew at a stronger pace, driven by the residential and civil
engineering sub-sectors and the ongoing implementation of major infrastructure projects such as the
Seremban-Gemas electrified double-tracking project, the Second Penang Bridge and the Sabah Oil and Gas
Terminal.

Despite the challenging external environment, the Malaysian economy recorded a strong growth of 5.6
% in 2012, surpassing the forecast of (4.5%-5.0%) in October 2012. This is supported by strong
performance in all sectors. Domestic demand remained strong and expanded 10.6%, underpinned by
strong private consumption and robust investment activities. Private consumption grew 7.7%, supported
by high household spending following stable labour market conditions and strong stock market
performance. Public consumption expanded of 5.0%, on the back of higher expenditure on supply and
services as well as salary adjustment and bonus payment for civil servant. Gross fixed capital formation
remained strong, registering a double-digit growth of 19.9%, supported by both the private and public
sectors capital spending. Private investment expanded significantly by 22.0%, underpinned by
investment in the manufacturing and services sectors as well as oil and gas industry. The services sector
recorded a growth of 5.6%, spurred by finance and insurance, wholesale and retail trade as well as
communication subsectors. In line with higher Industrial Production Index (IPI), the manufacturing
sector expanded 4.8% driven by stronger performance of transport equipment, petroleum and chemical
products as well as electrical and electronic subsectors. The agriculture sector recorded a moderated with
a growth of 0.8% mainly attributed to contraction in oil palm production however, cushioned by higher
growth in livestock and fishing subsectors. Growth in the construction sector continued to record robust
growth of 18.5%, driven by the civil engineering and residential subsectors. The mining sector
rebounded 1.4%, on account of increased production of crude oil and natural gas.
Selected Economic Data
The following table sets forth selected economic data relating to Malaysia for the years ended 31 December
2009, 2010, 2011 and 2012:
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Year Ended 31 December
2009

2010

2011

2012

674.9

709.3

749.1

7.2

5.1

5.6

Consumer price index (2010=100) ............................................ 98.3

100.0

103.2

104.9

Producer price index (2005=100) ..............................................111.1

117.3

127.8

127.9

Unemployment rate (% change) ................................................ 3.7

3.3

3.1

3.2

Gross exports .............................................................................552.5

638.8

697.9

702.2

Gross imports ............................................................................434.7

528.8

573.6

607.4

Trade balance.............................................................................117.8

110.0

124.2

94.8

(RM billion, except %
and as otherwise stated)
GDP (base year 2005) (RM billion) ..........................................629.9
Growth in real GDP (% change) ................................................ (1.5)

Source: Department of Statistics & Economic Planning Unit, Malaysia.

Malaysia has historically maintained a low inflation rate compared to regional peer countries. Malaysia
measures inflation through the Consumer Price Index (“CPI”). The CPI measures prices of final goods
and services that are consumed by the average household. The twelve primary final goods and services
groups included in the CPI are food and non-alcoholic beverages, alcoholic beverages and tobacco,
clothing and footwear, housing, water, electricity, gas and other fuels, furnishing, household equipment
and routine household maintenance, health, transport, communication, recreation services and culture,
education, restaurant and hotels and miscellaneous goods and services.
To protect the welfare of lower-income groups, the Government maintains a system of administered
prices for a number of basic products, estimated to account for 29.3% of the CPI basket. Price
adjustments are allowed to reflect changes in economic fundamentals such as higher imported prices and
increases in production costs. The Government approves price adjustments based on such changes, as
well as agreements arrived at after negotiations with producers, distributors and importers. Producers and
distributors, however, are free to lower prices at any time should they wish to do so.
Malaysia also maintains an index of producer prices, namely the Producer Price Index, or “PPI”, which
measures prices of intermediate and final goods charged by domestic producers and paid by importers in
Malaysia. The main components of the PPI include inedible raw materials, mineral fuels, lubricants and
related materials, animal and vegetable oils and fats, and food and live animals. Although the CPI and
the PPI both measure the prices of goods, these indices can diverge for a particular period due to
differences in the composition of the indices.

Gross National Savings
Historically, Malaysia has sustained a high rate of savings by international standards, averaging 34.4 per cent.
of gross national income during the four-year period ending 31 December 2012. The high rate of savings has
been driven predominantly by Malaysia’s generally rising real incomes, low inflation and a well-developed
financial system. In addition, the Government of Malaysia has attempted to promote private sector savings
through savings programmes such as the “Employees Provident Fund”. From 2005 to 2009, gross national
savings rose from RM182.8 billion to RM237.9 billion. Gross national savings increased by 14.4 per cent. in
2010 to RM272.1 billion from RM237.9 billion in 2009. In 2011, gross national savings recorded further
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growth of 12.1 per cent. to RM 304.9 billion before experiencing a 2.0 per cent. decline in 2012 to RM298.7
billion. The decline in 2012 was due to higher private consumption during the year.

Monetary Policy
Bank Negara Malaysia is responsible for formulating and implementing monetary policy. The principal
instruments it has used to implement policy include open market operations, direct borrowing and lending,
variations in reserve requirements and recycling of government deposits.
The Central Bank of Malaysia Act 2009 states that one of the principal objects of Bank Negara Malaysia is to
promote monetary stability. In promoting monetary stability, Bank Negara Malaysia is mandated to pursue a
monetary policy which serves the interests of the country with the primary objective of maintaining price
stability whilst giving due regard to the developments in the economy. In essence, this means that Bank
Negara Malaysia is responsible for ensuring that the inflation rate remains low and stable, while at the same
time maintaining sustainable economic growth. Sustainable growth in turn is interpreted as achieving growth
that is at or close to the economy’s potential while minimising the volatility of output around that potential.
Such an objective has been the cornerstone of monetary policy analysis, formulation and implementation by
Bank Negara Malaysia even prior to Central Bank of Malaysia Act 2009, when the Central Bank of Malaysia
Act 1958 (revised 1994 and 2003) was in force.

The Financial System
The Malaysian financial system consists of Bank Negara Malaysia, banking institutions and non-bank
financial institutions. Banking institutions comprise commercial banks and investment banks. The
Government of Malaysia established an international offshore financial centre in the Federal Territory of
Labuan in 1990 and is also committed to promoting and developing the Islamic banking sector, non-bank
financial institutions and other financial intermediaries.
To address the effects on the domestic economy of the regional economic crisis that began in mid-1997, the
Government of Malaysia introduced various measures to deal with potential banking sector problems. These
measures involved: (a) the consolidation of its finance companies; (b) the establishment of Pengurusan
Danaharta Nasional Berhad, the national asset management company, to address the risk of non-performing
loans in the banking system; (c) the establishment of Danamodal Nasional Berhad, a special purpose vehicle
to address the erosion of capital in the banking system; and (d) the establishment of the Corporate Debt
Restructuring Committee to resolve corporate debt problems.
In recent times, in keeping with the theme of spurring private investment, the Government of Malaysia has
sought to liberalise the capital markets in particular by diversifying investment products, liberalising equity
holding requirements and investment limits, providing attractive incentives as well as enhancing cooperation
with foreign bourses. The Government of Malaysia also seeks to cement Malaysia’s position as a premier
Islamic capital market.
Financial Sector Masterplan. BNM announced the inaugural Financial Sector Masterplan (“FSMP”) on
1 March 2001. FSMP provides a long-term vision for the development of a resilient, efficient and
competitive financial sector that is able to operate effectively in an environment of new technological
advances and more sophisticated consumer demand. The emphasis is on enhancing the capacity of the
financial sector to support the transition and growth of the domestic economy. FSMP comprises three
phases: the first phase focuses on measures to enhance the capacity and capability of domestic financial
institutions; the second phase focuses on managing deregulation of the domestic market, whereby
existing foreign financial institutions could operate in a more liberalised environment; and the final phase
focuses on introducing new competition in the marketplace, including the issuance of new licenses.
FSMP, which emphasises the need for a more diversified financial sector, also sets out the strategic
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direction of the insurance sector, the role of Islamic banking and takaful, the role of development
financial institutions and alternative forms of financing such as venture capital, as well as the
development of the offshore financial sector in the Labuan International Business and Financial Center.
As FSMP moved into its final phase, the liberalisation package was announced in April 2009, which
encapsulates (i) issuance of new licenses to foreign players in the area of conventional banking, Islamic
banking and takaful, (ii) increases in foreign equity limits in selected industries and (iii) greater
operational flexibilities to foreign players operating in Malaysia in the form of branching and
bancassurance arrangements. The objective of the liberalisation package is to strengthen the role of the
financial sector by supporting the needs of the economy and by being a key contributor to economic
growth in its own right. The liberalisation plan also aims to pursue opportunities that would bring net
benefits and contribute to the development of the Malaysian financial sector and the economy as a
whole, while ensuring that overall financial stability and soundness is preserved. In terms of new
licenses, five new commercial banking licenses and four new family takaful licenses were issued in
2010 under the April 2009 liberalisation announcement.
In drawing up the next phase of development and transformation of the financial sector in the next 10
years, a new blueprint for the financial sector is in the advanced stages of finalisation. The new
blueprint will chart the next phase of the evolution of the financial sector, with the fundamental aim of
positioning the financial sector to become a catalyst to Malaysia’s transformation into a high Valueadded and high-income economy by 2020. The blueprint will not only draw from the important lessons
of the recent global financial crisis but will also focus on new growth areas, with flexibility to respond
to the changing structure of the economy and the key regional and international trends that are expected
to emerge in the next decade.
Banking System Regulation. The regulatory and supervisory framework for Malaysian banking
institutions is well developed and aligned with international standards and best banking practices.
Regulation of banking institutions includes requirements relating to licensing, capital adequacy, liquidity
standards, risk management, governance and control standards, prudential limits and reporting and
disclosure requirements. Banking institutions and their subsidiaries licensed under the BAFIA and the
Islamic Banking Act 1983 are subject to the supervisory oversight of BNM, which focuses on promoting
sound risk management and effective board oversight functions to ensure that risk-taking activities are
prudent, sustainable and subject to effective controls.
Banks are subject to capital adequacy requirements in line with standards specified by the Basel
Committee on Banking Supervision and the Islamic Financial Services Board. All banks in Malaysia
comply with the Basel II capital standards. The system-wide risk-weighted and Tier 1 capital ratio stood
at 15.2% and 13.4%, respectively, as at 31 December 2012, well above the regulatory minimums of
8.0% and 4.0%, respectively. The Guidelines on Internal Capital Adequacy Assessment Process (Pillar II)
were issued in December 2010.
Banking institutions are also required to hold liquidity buffers, consisting primarily of high quality
marketable securities, which are adequate to cushion the impact of a 30-day liquidity stress based on
evaluations of cash flows associated with all assets, liabilities and off-balance sheet commitments.
Other measures are in place to strengthen the resilience of banking institutions, enhance corporate
governance practices and promote market discipline, including:


Standards on risk management which describe BNM’s supervisory expectations regarding the
management of risks undertaken by banks (e.g. credit risk, stress testing and new products);
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Prudential standards (including limits) on lending by banks to their related parties (including
directors, officers and their interested companies), credit exposures to a single counterparty and
investment in shares;



Minimum standards for corporate governance in the areas of board responsibility and oversight,
management accountability, risk management and internal controls, as well as disclosures;



Fit and proper requirements at entry and on an ongoing basis for board members, senior
management and officers primarily responsible for control functions;



Guidelines on the appointment of external auditors and minimum audit standards for internal
auditors; and



Financial reporting standards for banking institutions based on the requirements of FRS 139
Financial Instruments: Recognition and Measurement and FRS 7 Financial Instruments:
Disclosures (Malaysia’s equivalent of IAS 39 and IFRS 7, respectively), and include disclosure
requirements with respect to loans, impairment provisions and remuneration. Additionally, under
Basel II, banking institutions are required to disclose key qualitative and quantitative information
on risk exposures, risk assessment processes and corresponding capital levels.

In addition to the above, guidelines specifically implemented for Islamic banks include:


Guidelines on the governance of Shariah Committees for Islamic banks;



Guidelines on the recognition and measurement of Profit Sharing Investment Accounts as a risk
absorbent;



Rate of return framework which protects the interests of investment account holders under
contractual relationships with Islamic banks;



Guidelines on Musharakah and Mudharabah contracts to ensure appropriate conduct of such
activities; and



Guidelines on the involvement of Islamic banks in property development and property investment
activities to promote robust governance and effective internal controls in business practices.

Loan Loss Provision Policy. With the adoption of FRS 139 for financial periods beginning from 1
January 2010, loans that are individually assessed for impairment must fully comply with FRS 139
(provisions for such individual loans were previously established based only on months-in-arrears).
However, for the assessment of collective impairment provisions under FRS 139, banking institutions are
allowed, as a transitional arrangement, to provide for collective impairment provisions at a level no less
than that computed based on a prescribed formula of 1.5% of total loans net of individual impairment
provisions. This transitional arrangement is intended to reduce significant duplicative costs to banking
institutions associated with impending changes to the impairment standard contemplated by the
International Accounting Standards Board. In addition, banking institutions must also comply with
BNM’s supervisory expectations in respect of the internal valuation processes and methodologies for
impairment assessments.
Assets of the Financial System. The following table presents information on the composition of the
assets of the financial system over the last five years.
Banking System Lending. The following table sets out the banking system loans by sector at the end
of the relevant period.
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Banking system loans by sector
As at 31 December
2009

2010

2011

2012

(% of total loans)
Agriculture, hunting, forestry and fishing .......

2.4

2.3

2.2

2.6

Mining and quarrying .....................................

0.3

0.4

0.5

0.6

Manufacturing.................................................

9.7

9.4

9.2

8.6

Electricity, gas and water supply ....................

0.8

1.3

1.0

0.9

Wholesale, retail, restaurants and hotels .........

7.8

7.4

7.3

7.4

Construction....................................................

4.7

4.3

4.0

4.0

Real estate .......................................................

4.1

4.4

5.1

5.6

Transport, storage and communications ..........

3.2

2.9

3.0

2.5

Financing, insurance and business services.....

6.5

7.1

7.2

6.9

55.1

55.4

55.1

55.6

15.6

14.5

13.9

13.9

Consumption credit .................................

8.1

8.2

8.3

8.0

Purchase of residential property .................

26.8

26.9

26.8

27.4

Purchase of non-residential property ..........

9.5

10.3

11.0

11.9

Others .............................................................

5.4

5.1

5.5

5.2

100.0

100.0

100.0

100.0

Household
Purchase of transport vehicle .....................
(1)

Note:
(1)

Source:

Includes credit card loans, loans for personal use and loans for the purchase of consumer durable goods.

Bank Negara Malaysia.

Lending to households has increased in recent years, resulting in a more balanced overall credit portfolio
of the banking system. Lending to households accounted for 55.6% of total loans as at 31 December
2012. The low-value and high-volume nature of household loans ensure a more efficient distribution of
credit risk exposures across this sector. Moreover, household financial assets stood at approximately 2.4
times total household debts with more than 60% of the financial assets in the form of highly liquid
assets, thus providing households with adequate flexibility to adjust to changes in economic conditions.
At the same time, total lending to SMEs expanded to account for 16.0% of total loans. The change in
loan portfolio composition of the banks is the result of Malaysia’s continued efforts to build a more
inclusive banking system with a diversified risk portfolio.
Lending limits on financing of equity investments and properties have been in place since April 1997.
These limits were imposed on different forms of credit exposures such as loans and financing,
guarantees and holdings of corporate debt securities issued to finance activities in the broad property
sector and equity market. As these limits were targeted at areas with potentials for speculative element,
certain specific sub-sectors were excluded. These include the construction of low-cost residential
properties, infrastructure, public utilities and amenities, the purchase and construction of industrial
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buildings and factories, the purchase of owner-occupied residential and commercial properties, and the
purchase of land for agricultural and industrial activities.
The maximum lending limit for share financing is 20% of total loans for commercial banks and Islamic
banks, and 30% for investment banks. Meanwhile, the maximum lending limit for loans to the property
sector is 20% for all banks.
At present, six domestic banking groups have a presence in 20 countries worldwide. Major overseas
operations of domestic banking groups continued to record strong profits and improving returns on
assets. This has contributed to an increasing portion of the banking groups’ profitability, ranging between
0.1% and 33.7%, coming from overseas operations.
Asset Quality. The level of net NPLs (based on impairment classification) of banks at the end of the
relevant period is set forth in the following table.
As at 31 December
2009

2010

2011

2012

(%)
Banking system net NPL ratio(1)
Commercial banks(2) ......................................

1.8

2.3

1.8

1.4

Investment banks ...........................................

2.9

5.9

2.1

1.5

Banking system .............................................

1.8

2.3

1.8

1.4

Note:
(2)

Beginning financial year January 2010, loans are reported based on Financial Reporting Standard (FRS)
139, based on the financial year of the banks. Consequential to this, NPLs reflect loan impairment
positions.

(3)

Includes Islamic banks.

Source: Bank Negara Malaysia

Since the Asian financial crisis, Malaysian banks have placed strong emphasis on enhancing risk
management infrastructure capacity and practices as well as risk assessment processes. Although the
costs of such enhancements are far from negligible, investments into such risk management processes
have proven beneficial, especially in enabling Malaysian banks to manage unanticipated shocks to their
operations. Over the last five years, the asset quality of the banking system has improved and NPLs have
been on a downward trend, driven largely by lower new delinquencies, sustained recoveries and
continued loan write-offs. Net NPL ratio of the banking system declined to 1.4% as at 31 December
2012 compared to 4.8% as at 31 December 2006.
Banks have also strengthened the capacity and infrastructure to monitor, manage, resolve and recover
non-performing accounts over the years, including specialised debt collection, workout and recovery units
to centrally manage troubled credits more efficiently and effectively. Efforts taken by the banks
complement the institutional arrangements and mechanisms that have been put in place to facilitate debt
management and workout solutions such as the Credit Counselling and Debt Management Agency
(“AKPK”) for individual borrowers, the Small Debt Resolution Scheme (“SDRS”) for SMEs and the
Corporate Debt Restructuring Committee (“CDRC”) for large businesses.
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Labour
Labour market conditions remained stable in 2009, 2010 and 2011, stemming from a favourable external
environment and strong domestic economic activities. There was a slight decrease in the unemployment rate
from 3.3 per cent. to 3.1 per cent. from 2010 to 2011 and the rate further stabilized at 3.2 per cent. in 2012. In
2010, the services sector recorded the highest share of total employment, at 60.2 per cent., followed by the
manufacturing sector at 16.9 per cent. and the agriculture, forestry and fishing sector at 13.3 per cent. Labour
market conditions remained favourable in 2011 with the unemployment rate at 3.2 per cent. and the
unemployment rate fell further during 2012 to 2.9 per cent In 2011, the services sector recorded the highest
share of total employment, at 60.6 per cent., followed by the manufacturing sector at 17.1 per cent. and the
agriculture sector at 12.0 per cent. Labour market conditions remained favourable in 2012 with the
unemployment rate at 3.2 per cent. and the unemployment rate is expected to remain steady in 2013 at 3.1 per
cent (EPU forecast figure).
As of May 2011, Malaysia has approximately 1.6 million foreign workers spread across sectors such as
manufacturing (38.6 per cent.), plantation (20.0 per cent.), construction (14.4 per cent.), housemaids (9.1 per
cent.), agriculture (9.1 per cent.) and services (8.8 per cent.). The contributing countries by rank are:
Indonesia (47.5 per cent.), Nepal (19.4 per cent.), Bangladesh (8.4 per cent.), Myanmar (8.2 per cent.) and
India (6.0 per cent.).

Foreign Investment
The Government of Malaysia promotes foreign direct investment (“FDI”) in the manufacturing sector and
related services. The Government of Malaysia aims to encourage projects to be undertaken on a joint-venture
basis between Malaysians and foreign entrepreneurs. From 2005 to 2009, net FDI inflows averaged about
RM19.2 billion (or 3.2 per cent. of GDP) per year. FDI inflows from 2005 to 2009 were mainly originated in
the advanced economies, principally Japan and the United States but also from regional economies such as
Singapore and Hong Kong. However, relatively lower net FDI inflow was recorded in 2009, amounting to just
RM 5.1 billion, compared to RM23.9 billion in 2008, due to the sharp deterioration in global economic
conditions. The Government of Malaysia’s efforts have been directed at attracting higher value-added
activities and projects as well as high technology capital-intensive and skills-intensive ones. As a major
initiative to make doing business in Malaysia easier and attract additional FDI, the Government of Malaysia
abolished the Foreign Investment Committee (“FIC”) and repealed its guidelines (the “FIC Guidelines”)
with effect from 30 June 2009. The FIC Guidelines were viewed as a source of regulatory uncertainty and
were seen as not in line with international practices. Since 30 June 2009, all individual and corporate
transactions involving acquisition of interests, mergers and takeovers of companies and businesses in
Malaysia no longer need FIC approval. However, sectors categorised as strategic and of national interest, such
as energy, commercial vehicles, water, financial services and communications and multimedia, will continue
to be subject to equity conditions as imposed by their respective regulator.
On 30 June 2009, the Government of Malaysia, through the Economic Planning Unit, Prime Minister’s
Department introduced the Guideline on the Acquisition of Properties (the “Guideline”). Among other things,
the Guideline provides as follows:
(a)

all property acquisition, except for residential units, requires approval of the EPU when:
(i)

direct acquisition of property valued at RM20 million and above results in the dilution of
ownership of property held by Bumiputra interests and/or government agencies; or

(ii)

indirect acquisition of property by other than Bumiputra interests through acquisition of shares
results in a change of control of the company owned by Bumiputra interests and/or government
agencies, having property more than 50.0 per cent. of its total assets, and the said property is
valued at more than RM20 million.
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(b)

foreign interests may purchase residential or commercial property priced at RM500,000 and above per
unit; and

(c)

under certain circumstances, companies will be required to be at least 30 per cent. Bumiputra-owned
as well as have minimum paid-up capital of RM250,000.

The net FDI increased significantly in 2010, reaching RM29.3 billion as compared to a relatively a small net
inflow of RM5.1 billion in 2009. This increasing trend arose largely as a result of the Government’s
transformation program as well as robust domestic economic activity. In 2011, the net FDI continued to
increase to RM36.6 billion from RM29.3 billion in 2010, indicating continued improvement of FDI flows into
Malaysia, despite the more challenging global economic conditions however, net FDI decreased to RM29.1
billion in 2012 amidst the external uncertainties and increased competition from emerging countries for
foreign investment.

Trade
In 2012, total exports increased by 0.6 per cent. to RM702.2 billion while total imports grew by 8.9 per cent.
to RM607.4 billion as compared with 2011. Total trade for the year of 2012 was valued at RM1.31 trillion, a
rise of 3.2 per cent. Malaysia’s external trade balance in 2012 recorded a surplus of RM94.8 billion, a
decrease of 23.7 per cent. or RM29.4 billion as compared with 2011. Major agriculture exports include palm
oil and rubber, and major mineral exports include crude petroleum and LNG.
Electrical and electronic (“E&E”) products, valued at RM231.2 billion, remained as Malaysia’s leading
export which accounted for 32.9 per cent. of total exports in 2012. Exports from this category of products
declined by RM6.0 billion or 2.5 per cent. from a year ago. The major component, namely semiconductors,
which accounted for RM101.7 billion or 44.0 per cent. of total exports of E&E products, recorded a growth of
5.0 per cent. from a year before.
Palm oil and palm oil-based products continued as the second largest export revenue earner with a total
combined value of RM73.3 billion or 10.4 per cent. of total exports. Exports of palm oil, the major
commodity in this group of products, declined by 11.9 per cent. to RM53.7 billion as compared with the
corresponding period of 2010. This contraction was attributed to both lower average unit value and exports
volume which declined by 9.1 per cent. to RM3,00 per tonne and 8.9 per cent. to 18.4 million tonnes,
respectively.
LNG, which made up 7.9 per cent. of total exports, remained as the third largest export commodity. Total
exports of LNG surged by 11.1 per cent. to RM55.5 billion from a year ago. This was due to an increase in
average unit value of 24.0 per cent. to RM2,336 per tonne and rise in exports volume of 4.3 per cent. to 23.7
million tonnes.
Malaysia’s top ten export destinations were the Republic of Singapore, the People’s Republic of China, Japan,
the United States of America, Thailand, Hong Kong, India, Australia, the Republic of Indonesia and the
Republic of Korea. These countries accounted for RM507.1 billion or 72.2 per cent. of Malaysia’s total
exports in 2012.

Privatisation
Malaysia’s privatisation policy was first implemented by the Government in 1983, at a time when the
Government was looking for an effective policy instrument to stimulate further economic growth. The
privatisation policy was adopted with the following objectives:


facilitate economic growth through higher investment from the private sector;
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relieve the financial and administrative burden of the Government;



improve efficiency and productivity of Government enterprises;



reduce the size and presence of the public sector in the economy; and



help meet the restructuring objective of the National Development Policy.

To facilitate and accelerate the implementation of the privatisation programme, the Government
introduced the Privatization Master Plan in 1991. In connection with the Privatization Master Plan, the
Government prepared the Privatization Action Plan to ensure that privatisation plans were undertaken in
a systematic and organised manner. Since 1983, a total of 598 projects have been privatised. Since
1983, the Government has received proceeds of RM6.48 billion from the sale of assets and equity of
privatised projects and entities. Major projects privatised include the North-South Highway, the Express
Rail Link from Kuala Lumpur to the Kuala Lumpur International Airport, the Light Rail Transit Systems
in Kuala Lumpur, the Second Link from Johor to Singapore and the National Sports Complex.
Government entities have primarily been privatised through divestment of shares either by way of
private placements or through listings on Bursa Malaysia. Among major companies which have been
fully or partially privatised are Telekom Malaysia Berhad, Tenaga Nasional Berhad, Heavy Industries
Corporation of Malaysia Berhad, Proton Holdings Berhad, Pos Malaysia Berhad and Malaysia Airports
Holdings Berhad. Other modes of privatisation have included sales of assets, build-operate-transfer,
build-operate-own and build-transfer arrangements, asset leases, management contracts and management
buy-outs.
Privatisation has played an important role in accelerating economic growth through increased private
sector participation, which has led to corporate expansion, and through the generation of multiplier
effects in the economy. The implementation of a privatisation programme has reduced the administrative
burden of the Government in terms of recruitment, promotion and training of personnel and resulted in
considerable savings for the Government in capital and operating expenditures. From 1983 through 2010,
a total of 113,487 public sector employees were transferred to the private sector.
In line with the objectives of the New Economic Policy and the National Vision Policy, the privatisation
programme enabled the Government to increase participation of Bumiputras in the corporate sector
through equity participation in privatised companies. The privatisation policy provides that Bumiputras
should hold a minimum of 30.0% equity in all privatised entities. Bumiputera ownership in privatised
entities has also increased through the participation of trust agencies such as the National Equity
Corporation (Permodalan Nasional Berhad) and management buy-outs of existing Government entities.
The Eighth Malaysia Plan, which covered the five-year period from 2001 through 2005, continued the
privatisation program, as it contributed to increased efficiency and productivity of the privatised entities.
The Eighth Malaysia Plan emphasised viable projects that have a high multiplier effect and which met
the Government’s social objectives. The Government intends to streamline the implementation process
and the regulatory framework to further improve the effectiveness of the privatisation program.
During the Ninth Malaysia Plan period, from 2006 to 2010, the implementation process was streamlined
further. The privatisation programme continues to support a private sector-led growth strategy as well as
increase the participation of Bumiputra entrepreneurs in the economy. To inculcate greater
professionalism on the part of concessionaires in the implementation of privatised projects, standards will
be put in place, performance indicators instituted and a reward and penalty system for tariff review
introduced. In this regard, the regulatory framework will be further strengthened. The use of private
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finance initiatives will facilitate greater participation of the private sector in the areas of management,
operations and maintenance to improve the delivery of infrastructure facilities and public services.
In 2010, Malaysia launched its Tenth Malaysia Plan, which draws on the foundations laid by the
1Malaysia concept. It also builds upon the GTP, ETP and the NEM to offer a package of new policies
and strategies to help the nation attain a high-income status. The Tenth Malaysia Plan is the first
medium-term plan to incorporate and put into operation the GTP and ETP. The plan will promote major
structural transformation aimed at enhancing competition through an innovative and skilled workforce,
the removal of market distortions and the encouragement of private sector entrepreneurship. To coincide
with the start of the Tenth Malaysia Plan, which will cover the five-year period from 2011 through
2015, the Government has been reviewing its shareholdings in various entities and may at some point in
the future opt to divest itself of its holdings in such entities.

Balance of Payments
Current Account
In 2012, the current account recorded a surplus of RM60.0 billion, a decrease of RM37.1 billion as compared
to 2011. The lower surplus was reflected in:
lower surplus on goods of RM125.2 billion (2011: RM148.1 billion);
higher net payments on services of RM13.4 billion (2011: RM8.0 billion); and
higher net payments on income of RM33.7 billion (2011: RM22.0 billion).
Goods Account
Cumulatively for 2012, goods account attained a surplus of RM125.2 billion (2011: RM148.1 billion), a
decrease of RM22.9 billion (15.5 per cent.). Exports (f.o.b.) and imports (c.i.f.) rose by RM4.3 billion (0.6 per
cent.) and RM33.8 billion (5.9 per cent.), respectively, to RM702.2 billion (2011: RM697.9 billion) and
RM607.4 billion (2011: RM573.6 billion), respectively.
The demand for exports f.o.b. was mainly associated with petroleum products, transport equipment and
rubber products. The top three export destinations were the People’s Republic of China, Singapore and Japan.
In the meantime, the higher imports c.i.f. were linked to higher value of imports by end-use for two major
categories namely capital goods and consumption goods. The top three imports sources were the People’s
Republic of China, Singapore and Japan.

Services Account
In 2012, total exports of services expanded by RM7.0 billion (6.4 per cent.) to record RM117.1 billion (2011:
RM110.1 billion), while imports recorded RM130.5 billion (2011: RM118.1 billion), an increase of RM12.4
billion (10.5 per cent.). On a net basis, services account saw higher to net payments of RM13.4 billion
compared to RM8.0 billion in 2011. This was due to lower net receipts on travel by RM3.2 billion (2011:
RM27.0 billion) and higher net payments on both transportation of RM2.1 billion and construction services
by RM1.5 billion.

Income Account
In 2012, total income receipts amounted to RM42.3 billion (2011: RM52.4 billion), a decrease of RM10.2
billion (19.4 per cent.), while payments recorded RM76.0 billion (2011: RM74.4 billion), increased by RM1.6
billion (2.1 per cent.). On a net basis, income account recorded higher net payments of RM33.7 billion (2011:
RM22.0 billion). This improvement was due to higher investment income to foreign companies, particularly
dividends, as well as lower investment income by Malaysians abroad.
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Current Transfers
During 2012, total receipts on current transfers amounted to RM6.98 billion (2011: RM4.7 billion) while total
payments recorded RM25.1 billion (2011: RM25.6 billion). The net payments on current transfers decreased
by RM2.8 billion (13.3 per cent.) to RM18.2 billion from RM21.0 billion posted in 2011.

Capital Account
In 2012, capital account reverted to a net inflow of RM64.0 million from a net outflow of RM193.0 million in
2011, primarily due to a large net inflow of non-produced non-financial assets by foreign companies in
Malaysia.

Financial Account
In 2012, the financial account saw a reversal of the RM22.3 billion net inflow during 2011, registering a net
outflow of RM22.5 billion. This was mainly attributed to:
(i)

higher net outflow in direct investment of RM21.9 billion in 2012, up from a net outflow of RM10.1
billion in 2011; and

(i)

a reversal of the net inflow in 2011 of RM6.6 billion in other investment to a net outflow of RM60.7
billion. The outflows in the private sector largely reflected the placement of assets abroad by the
banking sector as well as higher net extension of trade credits

Reserve Assets
The international reserves of Bank Negara Malaysia increased by RM5.9 billion in Q4 2012 as compared to a
decrease of RM7.5 billion in Q3 2012, stood at RM427.1 billion as of the end of 2012.

Exchange Control Policy
As part of the package of policy responses to the 1997 economic crisis in southeast Asia, the Government of
Malaysia introduced selective exchange control measures in September 1998. These measures were designed
to eliminate the internationalisation of the Ringgit, contain speculation and stabilise short-term capital
outflows.
The Government of Malaysia subsequently liberalised such selective capital control measures in 1999 to
allow foreign investors to repatriate principal capital and profits, subject to an exit levy based on a percentage
of profits repatriated. On 1 February 2001, the Government of Malaysia revised the levy to apply only to
profits made from portfolio investments retained in Malaysia for less than one year. On 2 May 2001, the
Government of Malaysia lifted all such controls affecting the repatriation of foreign portfolio funds (largely
consisting of proceeds from the sale of stocks listed on Bursa Malaysia Securities Berhad). On 1 April 2004,
the Government of Malaysia further liberalised the capital control measures by lifting all restrictions on the
repatriation of capital, profits, dividends, interest and rental income by foreign direct investors and portfolio
investors.
The Government of Malaysia announced further relaxations effective 1 April 2005. Residents have now been
given greater flexibility to invest abroad, including lending in foreign currency to non-residents and
placements in foreign currency accounts.
In 2007, to widen foreign investors’ base in Ringgit assets, flexibility was granted to licensed onshore banks
to appoint overseas branches of their banking group to facilitate the settlement of Ringgit assets by nonresident investors. All limits on Ringgit overdraft facilities to non-resident stock broking companies or
custodian banks to facilitate the settlement of Ringgit assets to avoid settlement failure due to inadvertent
delays on the receipt of funds were abolished.
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In 2008, to reduce the cost of doing business in Malaysia, resident companies with export earnings were
permitted to pay another resident company in foreign currency for the settlement of domestic trade in goods
and services. Residents were also permitted to pay another resident for settlement of foreign currency
investment products offered onshore.
The permission of the Controller of Foreign Exchange of Malaysia, Bank Negara Malaysia (the “Controller”)
is required for payments to non-residents in certain specified circumstances.
Pursuant to the liberalisation of foreign exchange administration rules in Malaysia, resident companies are
allowed to borrow from licensed onshore banks, international Islamic banks, resident related companies and
non-resident non-bank related companies, any amount of foreign currency for any purpose. Malaysian
residents are required to obtain the permission of the Controller to obtain foreign currency credit facilities: (i)
in the case of resident corporations, in excess of RM100.0 million in the aggregate (calculated on a corporate
group basis), in respect of borrowings from non-resident non-related entities (including non-resident financial
institutions) and related non-bank non-resident companies which are solely set up to obtain credit facilities;
and (ii) in the case of individuals, in excess of RM10.0 million in the aggregate. Resident companies and
individuals are also permitted to borrow foreign currency to refinance an existing foreign currency borrowing
approved by the Controller, in an amount up to the outstanding sums under such approved foreign currency
borrowing.
There are no restrictions on the repayment of such credit facilities provided that the same have been obtained
in accordance with the relevant foreign exchange administration rules. Residents may also freely prepay such
credit facilities provided that such prepayment is registered with the Controller prior to payment being
effected.
Malaysian residents are permitted to provide financial guarantees in foreign currency in favour of nonresidents; however financial guarantees above RM50.0 million equivalent in the aggregate must be preregistered with the Controller. Payments on the guarantees may be freely made upon: (i) acknowledgment of
receipt of the information by the Controller; and (ii) the Controller being informed when the guarantees are
called upon.

Debt
As of the end of 2012, the Government of Malaysia’s gross borrowing was RM96.9 billion, comprising
mainly Malaysian Government Securities and Government Investment Issues totalling RM54.2 billion and
RM42.0 billion, respectively. Government of Malaysia debt as of 31 December 2012, after netting out
repayments, stood at RM501.6 billion or 53.5 per cent. of GDP. Of this, domestic debt amounted to RM484.8
billion or 96.6 per cent. of total debt.
The nation’s external debt declined to RM252.8 billion or 27.0 per cent. of GDP as of 31 December 2012.
This was mainly due to a decline in short-term debt to RM93.0 billion following net repayments by the
banking sector. The banking sector accounted for RM80.5 billion or 86.6 per cent. of total short-term debt
while the balance was held by the non-bank private sector. Meanwhile, the medium and long-term debt
increased slightly to RM159.8 billion, accounting for 63.2 per cent. of total national external debt.
As of the end of 2011, the Government of Malaysia’s gross borrowing was RM99.8 billion, comprising
mainly Malaysian Government Securities and Government Investment Issues totalling RM57.3 billion and
RM36 billion, respectively. The Government of Malaysia's debt as of 31 December 2011, after netting out
repayments, stood at RM456.1 billion or 51.8 per cent. of GDP. Of this, domestic debt amounted to RM438
billion or 96 per cent. of total debt.
The nation’s external debt rose to RM257.4 billion or 29.2 per cent. of GDP as of 31 December 2011. This
was mainly due to net short-term borrowings by the banking private sector. The banking sector accounted for
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RM92.3 billion or 88.9 per cent. of total short-term debt while the balance was held by the non-bank private
sector. Meanwhile, the medium and long-term debt increased to RM153.5 billion, accounting for 59.6 per
cent. of total national debt.

Debt Record
The Government has always paid when due the full amount of principal of, interest on and amortisation
or sinking fund requirements of its direct or indirect indebtedness in accordance with the terms of such
indebtedness.

Litigation
On 8 March 2001, the State Government of Terengganu, one of the States of Malaysia, filed a suit in
the High Court of Malaya against the Government and PETRONAS for non-payment of petroleum
obtained offshore the State since September 2000. The State’s claim that it was entitled to the payment
was disputed by the Government and PETRONAS on the basis that the State is only entitled to
payments for petroleum found within the State’s territorial waters (i.e. not exceeding three nautical
miles). Thus far, no petroleum is found and produced within the territorial waters of the State of
Terengganu.
The Government and PETRONAS applied to the High Court for certain issues of law to be determined
as preliminary issues prior to a full hearing on the case. The application was heard by the High Court
on 18 February 2002 and on 29 August 2002, the High Court ruled in favour of the State Government
of Terengganu in deciding that the parties should proceed to full trial. On appeal by the Government of
Malaysia and PETRONAS, the Court of Appeal, on 29 August 2003, reversed the High Court’s decision
and ruled that the preliminary issues be adjudicated prior to the full hearing. The matter is now pending
trial in the High Court.
In the meantime, the Government is making payments to the State of Terengganu on an “ex-gratia”
basis.

Ongoing Delimitation Issue with Malaysia
Malaysia and Indonesia have been conducting negotiations regarding the delimitation of the two
countries’ maritime boundaries in the Technical Meeting on Maritime Delimitation between the two
countries. The first negotiation was conducted in Bali on 22 to 23 March 2005 and the most recent one
was conducted in Bali on 26 to 27 April 2011.
The negotiations in the Technical Meeting on Maritime Delimitation between Malaysia and Indonesia
pertain to certain maritime areas in the Straits of Malacca, the South China Sea and the Sulawesi Sea
which have yet to be delimited. The most recent negotiation was conducted successfully and showed
positive progress in the delimitation of the two countries’ maritime boundaries.
Malaysia is from time to time involved in other litigation or international arbitration, none of which it
considers to be material.

Summary Economic Information
The following tables provide certain information concerning Malaysia.
Economy

2009

2010

2011

2012

GDP at constant 2005 prices (RM billion)............

629.9

674.9

709.3

749.1

GDP at current prices (RM billion).......................

679.9

766.0

881.1

937.5

287.9

303.5

(1)

GDP at current prices (U.S.$ billion) .................

192.9

63

237.8

Economy

2009

Change in GDP at constant 2000 prices (%) .........

(1.5)

2010
7.2

Per capita GNI at current prices (U.S.$)(1) ............

6,767

8,126

Annual inflation rate (%) ......................................

0.6

1.7

Unemployment rate (%)........................................

3.7

3.4

2011

2012

5.1

5.6

9,693

9,974

3.2

1.6

3.1

3.2

2011

2012

Notes:
(1) Converted to U.S. dollars at the average exchange rate for the relevant period.

Sources:

Department of Statistics, Malaysia.
Bank Negara Malaysia

Balance of Payments(1) (net)
2009

2010
(U.S.$ million(2))

Goods(3).................................................................

40,216

41,826

48,389

40,528

Services.................................................................

1,323

527

(2,619)

(4,331)

Balance on goods and services .............................

41,539

42,353

45,771

36,197

Income ..................................................................

(4,153)

(8,231)

(7,180)

(10,901)

Current transfers ...................................................

(5,570)

(6,778)

(6,856)

(5,887)

Balance on current account ...................................

31,816

27,344

31,735

19,410

Capital account .....................................................

(46)

(51)

(63)

21

Financial account ..................................................

(22,757)

(6,155)

7,273

(7,291)

Direct investment ..................................................

(6,499)

(4,226)

(3,292)

(7,090)

Portfolio investment..............................................

(479)

8,430

19,166

Financial derivatives .............................................

696

(218)

(25)

285

(16,756)

2,158

19,652

429

(468)

15,044

Other investment ...................................................

(16,474)

Official sector .......................................................

1,860

Private sector ........................................................

(18,334)

(16,830)

2,587

(19,184)

Errors and omissions.............................................

(5,090)

(21,953)

(8,002)

(10,887)

Overall balance .....................................................

3,924

(816)

7,209

(7,270)
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Notes:
(1)

From the first quarter of 2000, the balance of payments has been compiled in conformity with the guidelines set
forth in the Fifth Edition of the Balance of Payments Manual of the International Monetary Fund, or IMF. The
merchandise line item has been reclassified as the goods balance; line items previously presented as long-term
capital inflows and short-term capital inflows are combined as a one line item under the financial account; and the
balance on services line item is broken out into two line items: services and income.
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(2)

The balance of payments accounts are recorded in ringgit. The U.S. dollar amounts in the table reflect the ringgit
amounts converted into U.S. dollars at the quarterly average exchange rate for the relevant period.

(3)

The goods balance differs from the trade balance in the table under “Malaysia—External Trade” in the following
ways: (a) the gross exports data under trade balance are adjusted to exclude cross-border transactions between
residents; (b) gross imports data are presented on a c.i.f. basis under trade balance and are adjusted to an f.o.b.
basis under goods balance; and (c) goods balance data include military goods which are not included in trade data.

Sources:

Department of Statistics, Malaysia.

Domestic Debt. The following table sets out information on Malaysia’s outstanding domestic debt by
sector and maturity length as of the dates indicated.

External Debt
As at 31 December
2009

2010

2011

2012(1)

Total external debt (U.S.$ million)(2) ....................

67,332

72,819

80,403

81,715

Total external debt/GNP ratio (%) ........................

33.3

29.5

30.0

28.0

Total external debt/GDP ratio (%) ........................

32.6

28.6

29.2

27.0

External debt service ratio (%) (as % of
exports of goods and services) ...........................

6.5

7.7

10.3

10.1

Notes:
(1) Preliminary.
(2) Converted to U.S. dollars at the exchange rate at the end of the relevant period

Sources:

Department of Statistics, Malaysia.
Bank Negara Malaysia

Government finance
2009

2010

2011

2012P

Budget
2013

(RM million)
Current revenue ..................................................

158,639

159,653

185,419

207,913

208,650

Less: Current expenditure ...................................

157,067

151,633

182,594

205,537

201,917

Current surplus ...................................................

1,573

8,020

2,825

2,376

6,733

Less: Net development expenditure ....................

48,996

51,296

45,334

44,326

46,726

Overall balance ...................................................

(47,424)

(43,275)

(42,509)

(41,950

(39,993)

Overall balance (% of GNP) ...............................

(6.8)

(5.6)

(4.9)

(4.6)

Overall balance (% of GDP) ...............................

(6.7)

(5.4)

(4.8)

(4.5)
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(4.1)
(4.0)

Notes:
P

Preliminary.

Source:

Ministry of Finance.

Consolidated public sector finance
2009

2010

2011

2012(1)

Budget
2013

(RM million)
Public sector overall budget surplus (deficit) ......

(51,512)

(19,790)

(29,063)

(97,962)

(66,389)

Public sector overall surplus (deficit) (% of
GNP)................................................................

(7.4)

(2.6)

(3.4)

(10.8)

(6.8)

Public sector overall surplus (deficit) (% of
GDP)................................................................

(7.2)

(2.5)

(3.3)

(10.4)

(6.6)

Notes:
(1)

Revised estimate.

Source:

Ministry of Finance.

Direct Government debt
As at 31 December
2009

2010

2011

2012(1)

Internal debt (RM million) ....................................

348,600

390,356

438,025

484,769

External debt (U.S.$ million) ................................

3,988

5,370

5,656

5,221

Total direct Government debt (U.S.$
million)(2) ...........................................................

104,835

130,548

142,500

162,173

As percentage of GNP (%) ...................................

51.9

53.0

53.1

55.5

As percentage of GDP (%) ...................................

50.8

51.2

51.8

53.5

Notes:
(1)

Preliminary.

(2)

Exchange rates as at end of period for that year.

Source:

Ministry of Finance.
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Government guaranteed debt
As of 31 December
2009

2010

2011

2012

Internal (RM million) .....................................

75,677

89,262

109,140

136,876

External (U.S.$ million) .................................

2,496

2,450

2,381

2,015

24,368

31,060

36,487

46,267

(1)

Total (U.S.$ million) ...................................

Note:

Exchange rates as at end of period for that year.

(1)

Source:

Ministry of Finance.

Money and Banking
As at 31 December
2009

2010

2011

2012

Total assets of banking system (RM
billion) ...............................................................

1,426.2

1,549.8

1,781.9

1,909.2

Banking system loans (% change)(1) .....................

7.8

12.7

13.6

10.4

(2)

Banking system deposits (% change) .................

9.3

7.1

14.1

8.4

(3)

9.2

6.8

14.3

8.6

(4)

Three-month interbank rate (%) .........................

2.21

2.99

3.21

3.19

Net NPL ratio of the banking system (%) .............

1.8

2.3

1.8

1.4

Risk-weighted capital ratio (%) ............................

15.4

14.8

14.9

15.2

Money supply (M3) (% change) ........................

Notes:
(1)

Comprises loans of commercial banks, finance companies and merchant banks/investment banks (including loans
sold to Cagamas and excluding loans sold to Danaharta).

(2)

Comprises fixed deposits, demand deposits, savings deposits, repos, foreign currency deposits, Islamic banking
deposits and other deposits of commercial banks, finance companies and merchant banks.

(3)

Comprises M2 plus deposits (including negotiable instruments of deposit and repos) with other banking
institutions.

(4)

Average rate for the month.

Source:

Bank Negara Malaysia.
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TERMS AND CONDITIONS OF THE NOTES
The following, other than the paragraphs in italics, is the text of the terms and conditions of the Notes
(the “Conditions”) which (subject to modification) will be endorsed on each individual Certificate:
The Issuer (as defined below) shall offer U.S.$3,000,000,000 4.4% Notes due 2023 (the “Notes”, which
expression shall, in these Conditions, unless the context otherwise requires, include any further notes issued
pursuant to Condition 15 and consolidated and forming a single series with the Notes) with a maturity date of
9 March 2023 (the “Maturity Date”) of 1MDB Global Investments Limited (Company Number 1763997)
(the “Issuer”), a company incorporated in the British Virgin Islands under the BVI Business Companies Act,
2004, which was authorised by a resolution of the board of directors of the Issuer passed on 12 March 2013.
The Notes will have the benefit of the letter of support dated 14 March 2013 (the “Letter of Support”) that
has been executed by the Government of Malaysia (the “Government of Malaysia”) and agreed to by the
Issuer, 1Malaysia Development Berhad, a company incorporated in Malaysia with limited liability and which
is wholly owned by the Government of Malaysia through the Minister of Finance Incorporated (“1MDB”)
and the Trustee (as defined below).
The Notes are constituted by, are subject to, and have the benefit of, a note trust deed (as modified from time
to time in accordance with its terms, the “Trust Deed”) dated 19 March 2013 (the “Closing Date”) between
the Issuer, 1MDB and BNY Mellon Corporate Trustee Services Limited (the “Trustee”, which term shall,
where the context so permits, include all other persons or companies substituting the Trustee for the purposes
of the Trust Deed) as trustee for the holders of the Notes.
The Issuer has entered into an agency agreement (as amended or supplemented from time to time,
the “Agency Agreement”) dated on or about the Closing Date with, inter alios, 1MDB, the Trustee, The Bank
of New York Mellon, London Branch as principal paying agent (the “Principal Paying Agent”) and transfer
agent (the “Transfer Agent”), The Bank of New York Mellon (Luxembourg) S.A. as registrar (the
“Registrar”), The Bank of New York Mellon, London Branch as calculation agent (the “Calculation Agent”)
and the other paying and transfer agents appointed under it (each, a “Paying Agent” (references to which
shall include the Principal Paying Agent), “Transfer Agent” (references to which shall include the Transfer
Agent and the Registrar) and, together with the Calculation Agent, the “Agents”) relating to the Notes.
References to the “Principal Paying Agent”, “Registrar” and “Agents” below are references to the principal
paying agent, registrar and agents for the time being for the Notes.
The statements in these Conditions include summaries of, and are subject to, the detailed provisions of and
definitions in the Trust Deed. Copies of the Trust Deed, the Agency Agreement and the Letter of Support are
available for inspection by Noteholders at the registered office of the Trustee being at the date hereof at One
Canada Square, London E14 5AL, United Kingdom during normal business hours and at the specified office
of each of the Agents. The Noteholders (as defined in Condition 1) are entitled to the benefit of, are bound by
and are deemed to have notice of, the Trust Deed and the Letter of Support and are deemed to have notice of
the provisions of the Agency Agreement applicable to them.
All capitalised terms that are not defined in these terms and conditions (the “Conditions”) will have the
meanings given to them in the Trust Deed.
1

Form, Specified Denomination and Title
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The Notes are issued in the specified denomination of U.S.$1,000,000 and higher integral multiples of
U.S.$100,000.
The Notes are represented by registered certificates (“Certificates”) and, save as provided in Condition 2(a),
each Certificate shall represent the entire holding of Notes by the same holder.
Title to the Notes shall pass by registration in the register that the Issuer shall procure to be kept by the
Registrar in accordance with the provisions of the Agency Agreement (the “Register”). Except as ordered by
a court of competent jurisdiction or as required by law, the holder (as defined below) of any Note shall be
deemed to be, and may be treated as, its absolute owner for all purposes whether or not it is overdue and
regardless of any notice of ownership, trust or an interest in it, any writing on the Certificate representing it or
the theft or loss of such Certificate and no person shall be liable for so treating the holder.
In these Conditions, “Noteholder” and “holder” means the person in whose name a Note is registered.
2

Transfers of Notes

(a)

Transfer: A holding of Notes may, subject to Condition 2(e), be transferred in whole or in part upon
the surrender (at the specified office of the Registrar or any Transfer Agent) of the Certificate(s)
representing such Notes to be transferred, together with the form of transfer endorsed on such
Certificate(s) (or another form of transfer substantially in the same form and containing the same
representations and certifications (if any), unless otherwise agreed by the Issuer), duly completed and
executed, and any other evidence as the Registrar or Transfer Agent may reasonably require. In the
case of a transfer of part only of a holding of Notes represented by one Certificate, a new Certificate
shall be issued to the transferee in respect of the part transferred and a further new Certificate in
respect of the balance of the holding not transferred shall be issued to the transferor. In the case of a
transfer of Notes to a person who is already a holder of Notes, a new Certificate representing the
enlarged holding shall only be issued against surrender of the Certificate representing the existing
holding. All transfers of Notes and entries on the Register will be made in accordance with the detailed
regulations concerning transfers of Notes scheduled to the Agency Agreement. The regulations may be
changed by the Issuer, with the prior written approval of the Registrar and the Trustee. A copy of the
current regulations will be made available by the Registrar to any Noteholder upon request.

(b)

Partial Redemption in Respect of Notes: In the case of a partial redemption of a holding of Notes
represented by a single Certificate, a new Certificate shall be issued to the holder to reflect the exercise
of such option or in respect of the balance of the holding not redeemed. New Certificates shall only be
issued against surrender of the existing Certificates to the Registrar or any Transfer Agent.

(c)

Delivery of New Certificates: Each new Certificate to be issued pursuant to Condition 2(a) or 2(b)
shall be available for delivery within three business days of receipt of a duly completed form of
transfer and surrender of the existing Certificate(s). Delivery of the new Certificate(s) shall be made at
the specified office of the Transfer Agent or of the Registrar (as the case may be) to whom delivery or
surrender of such form of transfer or Certificate shall have been made or, at the option of the holder
making such delivery or surrender as aforesaid and as specified in the relevant form of transfer or
otherwise in writing, be mailed by uninsured post at the risk of the holder entitled to the new
Certificate to such address as may be so specified, unless such holder requests otherwise and pays in
advance to the relevant Transfer Agent or the Registrar (as the case may be) the costs of such other
method of delivery and/or such insurance as it may specify. In this Condition 2(c), “business day”
means a day, other than a Saturday or Sunday, on which banks are open for business in New York City
and London.
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(d)

Transfer or Exercise Free of Charge: Certificates, on transfer or partial redemption, shall be issued
and registered without charge by or on behalf of the Issuer, the Registrar or any Transfer Agent, but
upon payment of any tax or other governmental charges that may be imposed in relation to it (or the
giving of such indemnity as the Registrar or the relevant Transfer Agent may require).

(e)

Closed Periods: No Noteholder may require the transfer of a Note to be registered:

3
(a)

(i)

during the period of 15 days ending on (and including) the due date for redemption of that
Note;

(ii)

after any such Note has been called for redemption; or

(iii)

during the period of seven days ending on (and including) any Record Date (as defined in
Condition 7).

Letter of Support, Status
Letter of Support: The Government of Malaysia has unconditionally and irrevocably entered into the
Letter of Support for the benefit of Noteholders. Its obligations in that respect are set out in the Letter
of Support.
The obligations of the Government of Malaysia under the Letter of Support will, save for such
exceptions as may be provided by applicable legislation, rank at least equally with other present and
future unsecured and unsubordinated obligations of the Government of Malaysia.
The Letter of Support is strictly limited to the terms of that letter and there is no express or implied
guarantee intended, provided or expected under the Letter of Support in respect of the Notes or the
other obligations of the Issuer.
The Letter of Support provides that the Issuer may offer securities, loans or other forms of
indebtedness up to a maximum principal amount outstanding of U.S.$3,000,000,000. Such
indebtedness will not exceed a maximum principal amount outstanding of U.S.$3,000,000,000.

(b)

4

Status of the Notes: The Notes constitute (subject to Condition 4) direct, unconditional, unsecured and
unsubordinated obligations of the Issuer and shall at all times rank pari passu and without any
preference among themselves. The payment obligations of the Issuer under the Notes shall at all times
rank at least equally with all its other present and future unsecured and unsubordinated obligations,
save for such exceptions as may be provided by mandatory provisions of applicable legislation and
subject to Condition 4.
Negative Pledges

(a)

Issuer Negative Pledge: So long as any Note remains outstanding (as defined in the Trust Deed), the
Issuer will not create, or have outstanding, any Security Interest in, upon the whole or any part of its
present or future undertaking, assets or revenues (including any uncalled capital) to secure any
Relevant Indebtedness, or any guarantee or indemnity in respect of any Relevant Indebtedness, without
at the same time or prior thereto according to the Notes to the satisfaction of the Trustee, either the
same security as is created or subsisting to secure any such Relevant Indebtedness, guarantee,
indemnity or such other security arrangement as the Trustee (in its absolute discretion) shall deem to
be not materially less beneficial to the Noteholders or as shall be approved by an Extraordinary
Resolution (as defined in the Trust Deed) of Noteholders.

(b)

1MDB Negative Pledge: So long as any Note remains outstanding (as defined in the Trust Deed),
1MDB will not create, or have outstanding, any Security Interest, other than a 1MDB Permitted
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Security Interest in, upon the whole or any part of its present or future undertaking, assets or revenues
(including any uncalled capital) to secure any Relevant Indebtedness, or to secure any guarantee or
indemnity in respect of any Relevant Indebtedness, without at the same time or prior thereto according
to the Notes to the satisfaction of the Trustee, either the same security as is created or subsisting to
secure any such Relevant Indebtedness, guarantee, indemnity or such other security arrangement as the
Trustee (in its absolute discretion) shall deem to be not materially less beneficial to the Noteholders or
as shall be approved by an Extraordinary Resolution (as defined in the Trust Deed) of Noteholders.
In these Conditions:
(i)

(ii)

“1MDB Permitted Security Interest” means any Security Interest granted by 1MDB:
(A)

to secure a Non-recourse Project Financing; or

(B)

over the capital stock of any of its Subsidiaries.

“Non-recourse Project Financing” means any financing of all or part of the costs of the
acquisition, construction or development of any project, provided that:
(A)

any Security Interest given by such party in connection therewith is limited solely to the
assets of the project;

(B)

the persons providing such financing expressly agree to limit their recourse to the project
financed and the revenues derived from such project as the sole source of repayment for
the moneys advanced; and

(C)

there is no other recourse to such party in respect of any default by any person under the
financing;

(iii)

“Relevant Indebtedness” means any Indebtedness which is in the form of, or represented or
evidenced by, bonds, notes, debentures, loan stock or other securities (including trust
certificates) which for the time being are, or are intended to be, or are capable of being, quoted,
listed or dealt in or traded on any stock exchange or over-the-counter or other securities market;

(iv)

“Security Interest” means any mortgage, charge, lien, pledge or other security interest;

(v)

“Subsidiary” means any entity:
(A)

which is then directly or indirectly controlled by such party; or

(B)

more than 50% of whose issued equity share capital (or equivalent) is then beneficially
owned by such party; or

(C)

whose financial statements at any time are required by law or in accordance with
generally accepted accounting principles to be fully consolidated with those of such
party.

For an entity to be “controlled” by such party, means that such party, whether directly or
indirectly and whether by the ownership of share capital, the possession of voting power,
contract, trust or otherwise, has the power to appoint and/or remove all or the majority of the
members of the board of directors or other governing body of that entity or otherwise controls,
or has the power to control, the affairs and policies of that entity.
5

Interest
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(a)

The Notes bear interest on their outstanding principal amount from and including the Closing Date at
the rate of 4.4 per cent. per annum, payable semi-annually in equal instalments in arrear on 9 March
and 9 September in each year (each an “Interest Payment Date”), except that the first payment of
interest will be in respect of the period from and including 19 March 2013 to but excluding 9
September 2013. Each Note will cease to bear interest from the due date for redemption, unless, upon
surrender of the Certificate representing such Note, payment of principal is improperly withheld or
refused. In such event, it shall continue to bear interest at such rate (both before and after judgment)
until whichever is the earlier of:
(i)

the day on which all sums due in respect of such Note up to that day are received by or on
behalf of the relevant holder; and

(ii)

the day seven days after the Trustee or the Principal Paying Agent has notified Noteholders of
receipt of all sums due in respect of all the Notes up to that seventh day (except to the extent
that there is failure in the subsequent payment to the relevant holders under these Conditions).

(b)

If interest is required to be calculated for a period of less than one year, the relevant day-count fraction
will be determined on the basis of a 360-day year consisting of 12 months of 30 days each and, in the
case of an incomplete month, the number of days elapsed.

(c)

In these Conditions, the period beginning on and including the Closing Date and ending on but
excluding the first Interest Payment Date and each successive period beginning on and including an
Interest Payment Date and ending on (but excluding) the next succeeding Interest Payment Date is
called an “Interest Period”.

(d)

Interest in respect of any Note shall be calculated per U.S.$100,000 in principal amount of the Notes
(the “Calculation Amount”). The amount of interest payable per Calculation Amount for any period
shall be equal to the product of the rate of interest specified above, the Calculation Amount and the
day-count fraction for the relevant period, rounding the resulting figure to the nearest cent (half a cent
being rounded upwards). Where the Calculation Amount changes during an Interest Period, the amount
of interest payable shall be calculated by applying the day-count fraction to each Calculation Amount
for the period during which such Calculation Amount was applicable in such Interest Period and
aggregating the results for the entire such Interest Period.

6

Redemption and Purchase

(a)

Final Redemption: Unless previously redeemed or purchased and cancelled, the Notes will be
redeemed at 100% of their principal amount on the Maturity Date. The Notes may not be redeemed at
the option of the Issuer other than in accordance with this Condition 6.

(b)

Redemption for Taxation Reasons: The Notes may be redeemed at the option of the Issuer in whole,
but not in part, at any time, on giving not less than 30 nor more than 60 days’ notice to the Noteholders
(which notice shall be irrevocable), at 100% of their principal amount (together with interest accrued
and unpaid (if any) to the date fixed for redemption), if:
(i)

the Issuer satisfies the Trustee immediately prior to the giving of such notice that it has or will
become obliged to pay additional amounts as provided or referred to in Condition 8 as a result
of any change in, or amendment to, the laws or regulations of the British Virgin Islands, or by
any political subdivision or any authority thereof or therein having power to tax (the “Relevant
Taxing Jurisdiction”), or any change in the application or official interpretation of such laws
or regulations, which change or amendment becomes effective on or after 16 March 2013; and
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(ii)

such obligation cannot be avoided by the Issuer taking reasonable measures available to it,
provided that no such notice of redemption shall be given earlier than 90 days prior to the
earliest date on which the Issuer would be obliged to pay such additional amounts were a
payment in respect of the Notes then due.

Prior to the publication of any notice of redemption pursuant to this Condition 6(b), the Issuer shall
deliver to the Trustee a certificate signed by two directors of the Issuer stating that the obligation
referred to in paragraph (i) above cannot be avoided by the Issuer taking reasonable measures available
to it and the Trustee shall be entitled to accept such certificate as sufficient evidence of the satisfaction
of the condition precedent set out in paragraph (ii) above, in which event it shall be conclusive and
binding on the Noteholders.
(c)

Redemption on Change of Control: If an Issuer Change of Control or a 1MDB Change of Control
occurs, the Issuer shall, at the option of a holder of any Note (unless prior to the giving of the Change
of Control Notice (as defined below) the Issuer has given notice of redemption under Condition 6(b)),
redeem such Note on the Put Date at its Change of Control Redemption Amount together with interest
accrued and unpaid (if any) to, but excluding, the Put Date, as determined by the Calculation Agent.
Promptly upon the Issuer or 1MDB (as the case may be) becoming aware that an Issuer Change of
Control or a 1MDB Change of Control has occurred, the Issuer or 1MDB (as the case may be) shall
give notice (a “Change of Control Notice”) to the Trustee and to the Noteholders in accordance with
Condition 16 specifying the nature of the Issuer Change of Control or the 1MDB Change of Control
(as the case may be).
For the purpose of these Conditions:
(i)

a “1MDB Change of Control" shall occur each time the Government of Malaysia or any other
department, agency or authority wholly owned by the Government of Malaysia:
(A)

sells, transfers or otherwise disposes of any of the issued share capital of 1MDB, other
than to an entity, directly or indirectly, wholly owned by the Government of Malaysia; or

(B)

otherwise ceases to control (directly or indirectly) 1MDB,

and “control” for these purposes shall be the power to appoint and/or remove all or the majority
of the members of the board of directors or other governing body of 1MDB or to control or
have the power to control the affairs and policies of 1MDB (in each case whether by the
ownership of share capital, the possession of voting power, contract, trust or otherwise);
(ii)

“Change of Control Redemption Amount” means 100% of the principal amount of a Note
outstanding;

(iii)

an “Issuer Change of Control” shall occur each time 1MDB:
(A)

sells, transfers or otherwise disposes of any of the issued share capital of the Issuer, other
than to an entity, directly or indirectly, wholly owned by 1MDB; or

(B)

otherwise ceases to control (directly or indirectly) the Issuer,

and “control” for these purposes shall be the power to appoint and/or remove all or the majority
of the members of the board of directors or other governing body of the Issuer or to control or
have the power to control the affairs and policies of the Issuer (in each case whether by the
ownership of share capital, the possession of voting power, contract, trust or otherwise);
(iv)

“Put Date” shall be the tenth business day after the expiry of the Put Period; and
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(v)

“Put Period” shall be the period of 30 days after a Change of Control Notice is given or if no
such notice is given, 30 days after an Issuer Change of Control or a 1MDB Change of Control,
as the case may be, occurs or is publicly announced ( whichever is the later).

(d)

Redemption Notice: Any redemption notice shall be irrevocable. Each such notice shall specify, inter
alia, the date when the relevant redemption will take place. All Notes in respect of which a redemption
notice is given shall be redeemed as provided in this Condition 6 on the relevant redemption date.

(e)

Repurchase: The Issuer and any of its Subsidiaries (if any) may at any time purchase the Notes in the
open market or otherwise at any price. Such Notes may be reissued, resold or surrendered for
cancellation as set out in Condition 6(f).

(f)

Cancellation: All Certificates representing Notes purchased by or on behalf of the Issuer shall be
surrendered for cancellation to the Registrar and, upon surrender thereof, all such Notes shall be
cancelled forthwith. Any Certificates so surrendered for cancellation may not be reissued or resold and
the obligations of the Issuer in respect of any such Notes shall be discharged.

7
(a)

Payments
Method of Payment:
(i)

Payments of principal shall be made (subject to surrender of the relevant Certificates at the
specified office of any Transfer Agent or of the Registrar if no further payment falls to be made
in respect of the Notes represented by such Certificates) in the manner provided in paragraph
(ii) below.

(ii)

Interest on each Note shall be paid to the person shown on the Register on the Record Date.
Payments of interest on each Note shall be made in the relevant currency by transfer to an
account in the relevant currency to the holder (or to the first named of joint holders) of such
Note appearing in the Register. Upon application by the holder to the specified office of the
Registrar or any Transfer Agent before the Record Date, such payment of interest may be made
by transfer to a new account in the relevant currency maintained by the payee with a bank.

(iii)

If the amount of principal being paid upon surrender of the relevant Certificate is less than the
outstanding principal amount of such Certificate, the Registrar will annotate the Register with
the amount of principal so paid and will (if so requested by the Issuer or a Noteholder) issue a
new Certificate with a principal amount equal to the remaining unpaid outstanding principal
amount. If the amount of interest being paid is less than the amount then due, the Registrar will
annotate the Register with the amount of interest so paid.

(b)

Payments subject to Fiscal Laws: All payments are subject in all cases to any applicable fiscal or
other laws, regulations and directives in the place of payment. No commission or expenses shall be
charged to the Noteholders in respect of such payments.

(c)

Payment Initiation: Where payment is to be made by transfer to an account in the relevant currency,
payment instructions (for value the due date, or, if that is not a business day, for value the first
following day which is a business day) will be initiated, or, in the case of payments of principal where
the relevant Certificate has not been surrendered at the specified office of any Transfer Agent or of the
Registrar, on a day on which the Principal Paying Agent is open for business and on which the relevant
Certificate is surrendered.

(d)

Appointment of Agents: The Principal Paying Agent, the Registrar, the Calculation Agent and the
Transfer Agents initially appointed by the Issuer. The Principal Paying Agent, the Registrar, the
Calculation Agent and the Transfer Agents act solely as agents of the Issuer and do not assume any
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obligation or relationship of agency or trust for or with any Noteholder. The Issuer reserves the right at
any time with the approval of the Trustee to vary or terminate the appointment of the Principal Paying
Agent, the Registrar, the Calculation Agent or any Transfer Agent and to appoint additional or other
Transfer Agents, provided that the Issuer shall at all times maintain (i) a Principal Paying Agent, (ii) a
Registrar, (iii) a Calculation Agent, (iv) a Transfer Agent and (v) such other agents as may be required
by any other stock exchange on which the Notes may be listed, in each case, as approved by the
Trustee.
Notice of any such change or any change of any specified office shall promptly be given to the
Noteholders.
(e)

Delay in Payment: Noteholders will not be entitled to any interest or other payment for any delay
after the due date in receiving the amount due on a Note if the due date is not a business day, or if the
Noteholder is late in surrendering or cannot surrender its Certificate (if required to do so).

(f)

Non-Business Days: If any date for payment in respect of any Note is not a business day, the holder
shall not be entitled to payment until the next following business day nor to any interest or other sum
in respect of such postponed payment. In this Condition 7, “business day” means a day (other than a
Saturday or a Sunday) on which banks and foreign exchange markets are open for business in New
York City and London.

(g)

Record Date: Each payment in respect of a Note will be made to the person shown as the holder of the
Note in the relevant Register at the opening of business in the place of the Registrar’s specified office
on the fifteenth day before the due date for such payment (the “Record Date”).

8

Taxation

All payments of principal and interest by or on behalf of the Issuer in respect of the Notes shall be made free
and clear of, and without withholding or deduction for or on behalf of, any taxes, duties, assessments or
governmental charges of whatever nature imposed, levied, collected, withheld or assessed by, or on behalf of,
or within a Relevant Taxing Jurisdiction, unless such withholding or deduction is required by law or
regulation or the relevant taxing authority’s interpretation or administration thereof. In that event the Issuer
shall pay such additional amounts as will result in receipt by the Noteholders of such amounts as would have
been received by them had no such withholding or deduction been required, except that no such additional
amounts shall be payable in respect of any Note:
(a)

Other Connection: held by or on behalf of a holder who is liable to such taxes, duties, assessments or
governmental charges in respect of such Note by reason of having some connection (present or former)
with a Relevant Taxing Jurisdiction other than the mere holding of the Note;

(b)

Surrender more than 30 Days after the Relevant Date: in respect of which the certificate
representing it is presented for payment more than 30 days after the Relevant Date, except to the extent
that the holder of it would have been entitled to such additional amounts on surrendering the
Certificate representing such Note for payment on the last day of such period of 30 days; or

(c)

Payment to Individuals: where such withholding or deduction is imposed on a payment to an
individual and is required to be made pursuant to European Council Directive 2003/48/EC or any other
European Union Directive implementing the conclusions of the ECOFIN Council meeting of 26-27
November 2000 on the taxation of savings income or any law implementing or complying with, or
introduced in order to conform to, such Directive.

Any reference in these Conditions to any amounts (including principal and interest) in respect of the Notes
shall be deemed also to refer to any additional amounts (if any) which may be payable under this Condition.
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In this Condition, “Relevant Date”, in respect of any Note, means the date on which payment in respect of it
first becomes due or (if any amount of the money payable is improperly withheld or refused) the date on
which payment in full of the amount outstanding is made or (if earlier) the date seven days after that on which
notice is duly given to the Noteholders that, upon further surrender of the Certificate representing such Note
being made in accordance with the Conditions, such payment will be made, provided that payment is in fact
made upon such surrender.
9

Events of Default

If any of the following events (“Events of Default”) occurs, the Trustee at its discretion may, and if so
requested by holders of at least 25% in principal amount of the Notes then outstanding or if so directed by an
Extraordinary Resolution of Noteholders shall (provided, in each case, that the Trustee shall have been
indemnified and/or secured and/or prefunded to its satisfaction), give notice to the Issuer that the Notes are,
and they shall immediately become, due and payable at 100% of their principal amount together with interest
accrued and unpaid (if any) to the date of payment:
(a)

Non-Payment: default is made for more than five business days in the payment on the due date of
interest or principal in respect of the Notes;

(b)

Breach of Other Obligations: the Issuer does not perform or comply with any one or more of its other
obligations in respect of the Notes or the Trust Deed, which default is incapable of remedy or such
default (if, in the opinion of the Trustee, capable of remedy) is not remedied within 30 days after
written notice of such default having been given to the Issuer by the Trustee;

(c)

Cross-Acceleration:
(i)

the holders of any Indebtedness of the Issuer accelerate such Indebtedness or declare such
Indebtedness to be due and payable or required to be prepaid (other than by a regularly
scheduled required prepayment or pursuant to an option granted to the holders by the terms of
such Indebtedness), prior to the stated maturity thereof; or

(ii)

the Issuer fails to pay in full any principal of, or interest on, any of its Indebtedness when due
(after expiration of any originally applicable grace period) or any guarantee of any Indebtedness
of others given by the Issuer shall not be honoured when due and called upon,

provided that the aggregate amount of the relevant Indebtedness or guarantee in respect of which one
or more of the events mentioned above in this paragraph (c) shall have occurred equals or exceeds
U.S.$30,000,000 (or its equivalent in any other currency or currencies (on the basis of the middle spot
rate for the relevant currency against the US dollar as quoted by any leading bank on the day on which
this paragraph operates));
(d)

Security Enforced: any mortgage, charge, pledge, lien or other encumbrance, present or future,
created or assumed by the Issuer becomes enforceable and any step is taken to enforce it (including the
taking of possession or the appointment of a receiver, administrative receiver, administrator, manager
or other similar person, but excluding the issue of any notification to the Issuer, that such Security
Interest has become enforceable);

(e)

Insolvency: the Issuer is adjudicated or found bankrupt or insolvent;

(f)

Winding-up: an administrator is appointed, an order is made or an effective resolution passed for the
winding-up or dissolution or administration of the Issuer (and such proceedings are not being actively
contested in good faith by the Issuer), or the Issuer shall apply or petition for a winding-up or
administration order in respect of itself or cease or through an official action of its board of directors
threaten to cease to carry on all or substantially all of its business or operations, which in each case
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(other than the appointment of an administrator) is not discharged within 30 days, and except for the
purpose of and followed by a reconstruction, amalgamation, reorganisation, merger or consolidation on
terms approved by the Trustee (in its absolute discretion) or by an Extraordinary Resolution of the
Noteholders;
(g)

Malaysia Event: a Malaysia Event occurs;

(h)

Illegality: it is or will become unlawful for the Issuer or 1MDB to perform or comply with any one or
more of its obligations under any of the Notes or the Trust Deed, as the case may be;

(i)

Letter of Support:
(i)

the Letter of Support is not (or is claimed by any of the Issuer, 1MDB or the Government of
Malaysia not to be) in full force and effect; or

(ii)

it is or will become unlawful for the Government of Malaysia to perform or comply with any
one or more of its obligations under the Letter of Support; or

(iii)

the Government of Malaysia fails to perform or comply with any one or more of its payment or
other obligations under the Letter of Support when due; or

(iv)

the payment obligations of the Government of Malaysia under the Letter of Support are not
direct, unconditional, unsubordinated, unsecured and general obligations of the Government of
Malaysia, or the full faith and credit of the Government of Malaysia is not pledged for the
performance thereof or the payment obligations of the Government of Malaysia under the
Letter of Support do not rank pari passu and at least equally with all other unsecured and
unsubordinated External Public Indebtedness and all other unsubordinated obligations of the
Government of Malaysia

(j)

Relevant Credit Event: any Relevant Credit Event occurs; or

(k)

Analogous Events: any event occurs which under the laws of any relevant jurisdiction has an
analogous effect to any of the events referred to in any of the foregoing paragraphs of this Condition 9.

In this Condition 9:
(i)

“business day” means a day (other than a Saturday or a Sunday) on which banks and foreign
exchange markets are open for business in New York City and London;

(ii)

“External Public Indebtedness” means any Indebtedness of the Government of Malaysia
payable by its terms or at the option of its holder in any currency other than the currency of
Malaysia which is in the form of, or represented by, bonds, notes, debentures or other like
instruments or book entries (whether or not initially distributed by means of a private
placement, public offering or otherwise) that is, or was intended at the time of issuance to be, or
is eligible to be, traded, quoted, listed or ordinarily purchased and sold on any stock exchange,
over-the-counter or other established securities market;

(iii) “Indebtedness” means:
(A)

obligations in respect of any money borrowed; and

(B)

guarantees, financial undertakings or indemnities given by a party in respect of money
borrowed by others; and
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(iv)

(v)

(C)

letters of support or undertakings or other documents of similar effect (including,
without limitation, any letter with similar economic and legal effect as the Letter of
Support) in respect of money borrowed by others which are legally binding; and

(D)

any debt or other financial arrangement issued (or intended to be issued) in compliance
with principles of Shari’a, whether entered into either directly or indirectly;

each of the following events or circumstances shall constitute a “Malaysia Event”:
(A)

any External Public Indebtedness in an aggregate principal amount in excess of
U.S.$75,000,000 (or the equivalent amount thereof in any other currency) is accelerated
(other than by optional or mandatory prepayment or redemption);

(B)

the Government of Malaysia defaults in the payment of principal or interest in excess of
U.S.$75,000,000 (or the equivalent amount thereof in any other currency) payable
(whether upon maturity, acceleration by reason of any default or otherwise) in
connection with External Public Indebtedness beyond any applicable grace and waiver
periods; or

(C)

the Government of Malaysia declares a general moratorium with respect to the payment
of principal of or interest on any External Public Indebtedness;

a “Relevant Credit Event” shall occur if a “Credit Event” (as defined in the 2003 ISDA Credit
Derivatives Definitions published by International Swaps and Derivatives Association, Inc., as
amended and supplemented from time to time) occurs in respect of any of:
(A)

the Issuer; or

(B)

the Government of Malaysia.

The Issuer has undertaken in the Trust Deed that, within 180 days of each financial year and also within 14
days after any request by the Trustee, they will send to the Trustee, with a copy to each of 1MDB and the
Government of Malaysia, a certificate signed by two Authorised Signatories (as defined in the Trust Deed) of
the Issuer to the effect that as at a date not more than seven days prior to the date of the certificate no Event of
Default, or event or circumstance that could with the giving of notice, a determination, lapse of time and/or
issue of a certificate become an Event of Default, has occurred.
10

Prescription

Claims against the Issuer for payment in respect of the Notes shall be prescribed and become void unless
made within 10 years (in the case of principal) or five years (in the case of interest) from the appropriate
Relevant Date in respect of them.
11

Replacement of Certificates

If any Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced, subject to applicable
laws, regulations or other relevant regulatory authority regulations, at the specified office of the Registrar or
such other Transfer Agent as may from time to time be designated by the Issuer for that purpose and notice of
whose designation is given to Noteholders, in each case on payment by the claimant of the fees and costs
incurred in connection therewith and on such terms as to evidence, security, indemnity and otherwise as the
Issuer may require (provided that the requirement is reasonable in light of prevailing market practice).
Mutilated or defaced Certificates must be surrendered before replacements will be issued.
12

Meetings of Noteholders, Modification and Waiver
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(a)

Meetings of Noteholders: The Trust Deed contains provisions for convening meetings of Noteholders
to consider matters affecting their interests, including the sanctioning by Extraordinary Resolution of a
modification of any of these Conditions or any provisions of the Trust Deed. Such a meeting may be
convened by Noteholders holding not less than 10% in principal amount of the Notes for the time
being outstanding. The quorum for any meeting convened to consider an Extraordinary Resolution will
be two or more persons holding or representing a clear majority in principal amount of the Notes for
the time being outstanding or, at any adjourned meeting, two or more persons being or representing
Noteholders, whatever the principal amount of the Notes held or represented, unless the business of
such meeting includes consideration of proposals, inter alia, (i) to modify the maturity of the Notes or
the dates on which interest is payable in respect of the Notes, (ii) to reduce or cancel the principal
amount of, or interest on, the Notes, (iii) to change the currency of payment of the Notes, (iv) to
modify the provisions concerning the quorum required at any meeting of Noteholders or the majority
required to pass an Extraordinary Resolution or (v) to modify, amend, waive, assign, transfer or cancel
the Letter of Support, in which case the necessary quorum will be two or more persons holding or
representing not less than 75%, or at any adjourned meeting not less than 25%, in principal amount of
the Notes for the time being outstanding. Any Extraordinary Resolution duly passed shall be binding
on Noteholders (whether or not they were present at the meeting at which such resolution was passed).
The Trust Deed provides that a resolution in writing signed by or on behalf of the holders of not less
than 90% in principal amount of the Notes outstanding shall for all purposes be as valid and effective
as an Extraordinary Resolution passed at a meeting of Noteholders duly convened and held. Such a
resolution in writing may be contained in one document or several documents in the same form, each
signed by or on behalf of one or more Noteholders.

(b)

(c)

13

Modification of the Trust Deed: The Trustee may agree, without the consent of the Noteholders, to:
(i)

any modification of any of these Conditions or any of the provisions of the Trust Deed or the
Letter of Support, that is in the opinion of the Trustee of a formal, minor or technical nature or
is made to correct a manifest error; and

(ii)

any other modification (except as mentioned in the Trust Deed), and any waiver or
authorisation of any breach or proposed breach, of any of these Conditions or any of the
provisions of the Trust Deed or the Letter of Support that is in the opinion of the Trustee not
materially prejudicial to the interests of the Noteholders. Any such modification, authorisation
or waiver shall be binding on the Noteholders and, if the Trustee so requires, such modification
shall be notified to the Noteholders as soon as practicable.

Entitlement of the Trustee: In connection with the exercise of its functions (including, but not limited
to, those referred to in this Condition) the Trustee shall have regard to the interests of the Noteholders
as a class and shall not have regard to the consequences of such exercise for individual Noteholders
and the Trustee shall not be entitled to require, nor shall any Noteholder be entitled to claim, from the
Issuer any indemnification or payment in respect of any tax consequence of any such exercise upon
individual Noteholders.
Enforcement

At any time after the Notes become due and payable, the Trustee may, at its discretion and without further
notice, institute such proceedings or take such steps or actions against the Issuer and/or 1MDB and/or the
Government of Malaysia as it may think fit to enforce the terms of the Trust Deed and the Notes and/or the
Letter of Support, but it need not take any such proceedings, steps or actions unless (a) it shall have been so
directed by an Extraordinary Resolution or so requested in writing by Noteholders holding at least one-fifth in
principal amount of the Notes outstanding and (b) it shall have been indemnified and/or secured and/or
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prefunded to its satisfaction. No Noteholder may proceed directly against the Issuer, 1MDB or the
Government of Malaysia unless the Trustee, having become bound so to proceed, fails to do so within a
reasonable time and such failure is continuing.
14

Indemnification of the Trustee

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief from
responsibility. The Trustee is entitled to enter into business transactions with the Issuer, 1MDB and the
Government of Malaysia and any entity related to the Issuer, 1MDB or the Government of Malaysia without
accounting for any profit.
The Trustee may rely without liability to Noteholders on a report, confirmation or certificate or any advice of
any accountants, financial advisers, financial institution or any other expert, whether or not addressed to it and
whether their liability in relation thereto is limited (by its terms or by any engagement letter relating thereto
entered into by the Issuer, the Trustee or any other person or in any other manner) by reference to a monetary
cap, methodology or otherwise. The Trustee may accept and shall be entitled to rely on any such report,
confirmation or certificate or advice and such report, confirmation or certificate or advice shall be binding on
the Issuer, the Government of Malaysia, the Trustee and the Noteholders.
15

Further Issues

The Issuer may, from time to time without the consent of the Noteholders, create and issue further securities
either having the same terms and conditions as the Notes in all respects (or in all respects except for the first
payment of interest on them), and so that such further issue shall be consolidated and form a single series with
the outstanding securities of any series (including the Notes) or upon such terms as the Issuer may determine
at the time of their issue; provided that, the aggregate principal amount outstanding of Notes shall not exceed
the principal amount of Notes specified in the Letter of Support. References in these Conditions to the Notes
include (unless the context requires otherwise) any other securities issued pursuant to this Condition and
forming a single series with the Notes. Any further securities forming a single series with the outstanding
securities of any series (including the Notes) constituted by the Trust Deed or any deed supplemental to it
shall, and any other securities may (with the consent of the Trustee), be constituted by a deed supplemental to
the Trust Deed and references in these Conditions to “Notes” shall be construed accordingly. The Trust Deed
contains provisions for convening a single meeting of the Noteholders and the holders of securities of other
series where the Trustee so decides.
16

Notices

Notices to the holders of Notes shall be mailed to them at their respective addresses in the Register and be
deemed to have been given on the fourth weekday (being a day other than a Saturday or a Sunday) after the
date of mailing. Notices to the holders of Notes shall also be given (so long as the Notes are listed on the
Labuan International Financial Exchange and the rules of that stock exchange so require) by publication in a
daily newspaper of general circulation in Asia, which is expected to be the Asian Wall Street Journal or, if, in
the opinion of the Trustee, such publication shall not be practicable, in an English language newspaper of
general circulation in Asia. Any such notice shall be deemed to have been given on the date of such
publication or, if published more than once, on the first date on which publication is made.
So long as the Notes are represented by Global Certificates and such Global Certificates are held on behalf
of Euroclear or Clearstream, Luxembourg or the Alternative Clearing System (as defined in the form of the
Global Certificates), notices to Noteholders shall be given by delivery of the relevant notice to Euroclear or
Clearstream, Luxembourg or the Alternative Clearing System, for communication by it to entitled
accountholders in substitution for notification as required by the Conditions.
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17

Contracts (Rights of Third Parties) Act 1999

No person shall have any right to enforce any term or condition of the Notes under the Contracts (Rights of
Third Parties) Act 1999 except and to the extent (if any) that the Notes expressly provide for such Act to apply
to any of their terms.
18

Governing Law and Jurisdiction

(a)

Governing Law: The Trust Deed, the Agency Agreement, the Letter of Support and the Notes and any
non-contractual obligations arising out of or in connection with them shall be governed by and
construed in accordance with English law.

(b)

Jurisdiction: The courts of England are to have jurisdiction to settle any dispute, claim, difference or
controversy arising out of, relating to or having any connection with the Trust Deed or the Notes
(including, without limiting the generality of the foregoing, any dispute as to their existence, validity,
interpretation, performance, breach or termination or the consequences of the nullity of the Trust Deed
or the Notes or this Condition 18(b) and any dispute relating to any non-contractual obligations arising
out of or in connection with them) (a “Dispute”) and accordingly any legal action or proceedings
arising out of or in connection with the Trust Deed or any Notes or this Condition 18(b)
(“Proceedings”) may be brought in such courts. Each of the Issuer and the Government of Malaysia
has irrevocably submitted to the jurisdiction of such courts and waived any objections to Proceedings
in such courts whether on the ground of venue or on the ground that the Proceedings have been
brought in an inconvenient forum. This submission is made for the benefit of each of the Trustee and
the Noteholders and shall not limit the right of any of them to take Proceedings in any other court of
competent jurisdiction nor shall the taking of Proceedings in any one or more jurisdictions preclude the
taking of Proceedings in any other jurisdiction (whether concurrently or not).

(c)

Option to Arbitrate:

(d)

(i)

Notwithstanding Condition 18(b), the Trustee may, at its sole option and discretion, require that
a Dispute as between it and the Issuer, 1MDB and/or the Government of Malaysia be referred to
and resolved by arbitration pursuant to Condition 18(d), such option to be communicated by the
Trustee by way of written notice to the Issuer, 1MDB or the Government of Malaysia or to each
of these entities if each are parties to the Dispute being referred to arbitration, specifying the
Dispute in question.

(ii)

Any election made by the Trustee pursuant to Condition 18(c)(i) must be made before:
(A)

the Trustee institutes (and in place of instituting) court proceedings (other than
proceedings solely for interim relief) in relation to the Dispute; or

(B)

where court proceedings are commenced by the Issuer, 1MDB and/or the Government of
Malaysia, before the Trustee takes any substantive step in such court proceedings in
relation to the Dispute;

Arbitration pursuant to the Option to Arbitrate: Where a Dispute is referred to arbitration pursuant
to Condition 18(c), it shall be referred to and finally resolved by arbitration under the LCIA Arbitration
Rules (the “Rules”) which Rules (as amended from time to time) are deemed to be incorporated by
reference into this Condition 18(b). For these purposes:
(i)

the place of arbitration shall be London, England;

(ii)

there shall be three arbitrators, each of whom shall be disinterested in the arbitration. The
parties to the Dispute shall each nominate one arbitrator and those arbitrators in turn shall
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together appoint a further arbitrator who shall be the chairman of the tribunal. In cases where
there are multiple claimants and/or multiple respondents, the class of claimants jointly, and the
class of respondents jointly shall each nominate one arbitrator. In the event that one party or
both fails to nominate an arbitrator within the time limits specified by the Rules, such
arbitrator(s) shall be appointed by the LCIA within 15 days of such failure. The party
nominated arbitrators must nominate the third arbitrator within 15 days of the appointment of
the second arbitrator, and in the event that they fail to do so such arbitrator shall be appointed
by the LCIA within 15 days of such failure;

(e)

(f)

19

(iii)

the language of the arbitration shall be English; and

(iv)

Article 2.1 of the Rules is amended such that if the Respondent (as defined in the Rules) to the
arbitration is the Trustee and/or the Agents, the period for sending a Response (as defined in the
Rules) is 35 days.

Appointment of Process Agent:
(i)

Issuer: pursuant to the Trust Deed, the Issuer has irrevocably appointed Law Debenture
Corporate Services Limited with its address at Fifth Floor, 100 Wood Street, London
EC2V 7EX as its authorised agent for service of process in England in relation to any
Proceedings based on any of the Notes or the Letter of Support. If for any reason the Issuer
does not have such an agent in England, it shall promptly appoint a substitute process agent and
notify the Trustee of such appointment in accordance with the Trust Deed. Nothing herein shall
affect the right to serve proceedings in any other manner permitted by law.

(ii)

1MDB: pursuant to the Trust Deed, 1MDB has irrevocably appointed Law Debenture
Corporate Services Limited with its address at Fifth Floor, 100 Wood Street, London
EC2V 7EX as its authorised agent for service of process in England in relation to any
Proceedings based on any of the Notes or the Letter of Support. If for any reason 1MDB does
not have such an agent in England, it shall promptly appoint a substitute process agent and
notify the Trustee of such appointment in accordance with the Trust Deed. Nothing herein shall
affect the right to serve proceedings in any other manner permitted by law.

Enforcement: Each of the Issuer and 1MDB agrees that an arbitral award or judgment or order of an
English or other court, in connection with a Dispute, shall be binding on it and may be enforced
against it in the courts of any competent jurisdiction. For the purposes of the foregoing and for the
avoidance of doubt, in respect of any proceedings arising out of or connected with the enforcement
and/or execution of any award or judgment made against the Issuer or 1MDB, each of the Issuer and
1MDB hereby expressly submits to the jurisdiction of any court in which any such proceedings are
brought.
Waiver of Immunity

Each of the Issuer and 1MDB has, in the Trust Deed and Agency Agreement, appointed an agent for service
of process in terms substantially similar to those set out above. Each of the Issuer and 1MDB agrees that,
should any Proceedings be taken anywhere (whether for any injunction, specific performance, damages or
otherwise), no immunity (to the extent that it may at any time exist, whether on the grounds of sovereignty or
otherwise) in relation to those Proceedings (including without limitation, immunity from the jurisdiction of
any court or tribunal, suit, service of process, injunctive or other interim relief, any order for specific
performance, any order for recovery of land, any attachment (whether in aid of execution, before judgment or
otherwise) of their assets, any process for execution of any award or judgment or other legal process) shall be
claimed by it or on its behalf or with respect to their assets, any such immunity being irrevocably waived.
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Each of the Issuer and 1MDB agrees that it and its assets are, and shall be, subject to such Proceedings,
attachment or execution in respect of its obligations under the Trust Deed, the Agency Agreement, the Letter
of Support and the Notes (as the case may be). The Trust Deed and the Agency Agreement include waivers of
immunity by the Issuer and 1MDB, as applicable, on substantially similar terms.
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SUMMARY OF PROVISIONS RELATING TO THE NOTES WHILE IN GLOBAL FORM
The Global Certificates contain provisions which apply to the Notes while they are in global form, some of
which modify the effect of the Conditions set out in this Offering Circular. Terms defined in the Conditions
have the same meanings in the paragraphs below. The following is a summary of certain of those provisions.
The Notes will be represented by permanent Global Certificates which will be deposited with the Bank of
New York Mellon, London Branch, as common depositary for Euroclear and Clearstream, Luxembourg, and
registered in the name of The Bank of New York Depository (Nominees) Limited as nominee for the common
depositary.
The Global Certificates may be exchanged in whole, but not in part, for individual Definitive Certificates if:
(i) Euroclear or Clearstream, Luxembourg is closed for business for a continuous period of 14 days (other
than by reason of holidays statutory or otherwise) or announces an intention permanently to cease business or
does in fact do so; or (ii) if the Issuer would suffer a material disadvantage in respect of the Notes as a result
of a change in the laws or regulations (taxation or otherwise) of any Relevant Taxing Jurisdiction which
would not be suffered if the Notes were in definitive form.
When a Global Certificate is to be exchanged for individual Definitive Certificates, the Registrar will deliver,
or procure the delivery of sufficient duly executed and authenticated individual Definitive Certificates
following surrender of such Global Certificate. A person with an interest in the Notes in respect of which a
Global Certificate is issued must provide the Registrar with a written order containing instructions and such
other information as the Issuer and the Registrar may require to complete, execute and deliver such individual
Definitive Certificates. Such exchange will be effected in accordance with the provisions of the Agency
Agreement and the regulations concerning the transfer, exchange and registration of Notes scheduled thereto
and, in particular, shall be effected without charge to any Noteholder or the Trustee, but against such
indemnity as the Registrar may require in respect of any tax or other duty of whatsoever nature which may be
levied or imposed in connection with such exchange.

Notices
Notwithstanding Condition 16 (Notices), so long as the Notes are represented by a Global Certificate and
such Global Certificate is held by or on behalf of Euroclear, Clearstream, Luxembourg or any other clearing
system (an “Alternative Clearing System”), notices to Noteholders represented by such Global Certificate
may be given by delivery of the relevant notice to Euroclear, Clearstream, Luxembourg or (as the case may
be) such Alternative Clearing System rather than in the manner specified in Condition 16 (Notices) and shall
be deemed to be given to holders of interests in such Global Certificate on the date of delivery to such
clearing system and with the same effect as if they had been given to such Noteholder(s) in accordance with
Condition 16 (Notices) provided, however, that, so long as the Notes are listed on the LFX, notices will also
be published in accordance with the rules of such stock exchange subject to any waivers relating to disclosure
granted by LFX (see “General Information”).

Meetings
The holder of a Global Certificate will (unless such Global Certificate represents only one Note) be treated as
being two persons for the purposes of any quorum requirements of, or the right to demand a poll at, a meeting
of Noteholders and in any such meeting as having one vote in respect of each Note for which such Global
Certificate may be exchanged.
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Trustee’s Powers
In considering the interests of Noteholders while a Global Certificate is held on behalf of a clearing system,
the Trustee may, to the extent it considers it appropriate to do so in the circumstance (i) have regard to, and
rely on, any information provided to it by such clearing system or its operator as to the identity (either
individually or by category) of its accountholders with entitlements to such Global Certificate and (ii)
consider such interests as if such accountholders were the holders of that Global Certificate.

Enforcement
For the purposes of enforcement of the provisions of the Trust Deed against the Trustee, the persons named in
a certificate of the holder of the Notes in respect of which a Global Certificate is issued shall be recognised as
the beneficiaries of the trusts set out in the Trust Deed, to the extent of the principal amount of their interests
in the Notes set out in the certificate of the holder, as if they were themselves the holders of Notes in such
principal amounts.

Payment
Payments of principal, and interest in respect of Notes represented by a Global Certificate will be made to the
person who appears on the register of Noteholders as the holder of such Global Certificate against
presentation and (if no further payment falls to be made) surrender of such Global Certificate to or to the
order of the Principal Paying Agent (or such other Paying Agent as shall have been notified to the Noteholders
for such purpose).

Transfers
So long as a Global Certificate representing the Notes is held on behalf of one or more clearing systems,
transfer of book-entry interests in the Notes between accountholders of such clearance systems may be made
in accordance with the rules of the relevant clearing system.

Record Date
Notwithstanding Condition 7 (Payments) of the Notes, while all the Notes are represented by Global
Certificates which are held by or on behalf of a common depositary for Euroclear, Clearstream, Luxembourg
or an Alternative Clearing System, the Record Date will be the Clearing System Business Day before the
relevant due date for payment, where “Clearing System Business Day” means a day when Euroclear and
Clearstream, Luxembourg are open for business.

Payment Business Day
While all the Notes are represented by Global Certificates which is held on behalf of one or more clearing
systems, the definition of “business day” in Condition 7 (Payments) shall read as follows:
“In this Condition 7, “business day” means a day (other than a Saturday or a Sunday) on which banks and
foreign exchange markets are open for business in New York City and London. “
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LETTER OF SUPPORT
The following is the text of the Letter of Support. Under applicable laws and regulations of Malaysia, the Letter of
Support has a maturity date falling 10 years from the date of issuance of the Notes, i.e. 19 March 2023.
Accordingly claims under the Letter of Support must be made on or prior to 19 March 2023.

To:

1MDB Global Investments Limited (the “Issuer”)
1Malaysia Development Berhad (“1MDB”)
The Trustee (as defined below)
14 March 2013

We refer to the joint venture agreement dated 12 March 2013 between Aabar Investments P.J.S. (“Aabar”) and
1MDB for the establishment of a joint venture (the “JV Co.”) which will encourage both foreign direct investment
and Government-to-Government collaboration for the benefit of both Malaysia and Abu Dhabi. This Letter of
Support is given to provide necessary financial assistance to the Issuer to provide capital to JV Co. for its
investments.
1.

We note the offering (the “Offering”) by the Issuer, a wholly-owned subsidiary of 1MDB, of
U.S.$3,000,000,000 of indebtedness to be repaid in March 2023 (the “Debt”). The Debt may be incurred in
the form of securities, loans or any other form of indebtedness and are referred to herein as “Debt”. The Debt
is to be constituted by a note trust deed or incurred pursuant to a loan agreement or other form of agreement
entered into with BNY Mellon Corporate Trustee Services Limited as the trustee (the trustee from time to
time thereunder being the “Trustee”) to be dated on or about the date of this Letter of Support. Certain
capitalised terms are defined in Part III of the Schedule to this Letter of Support.

2.

This Letter of Support is strictly limited to the points below and there is no express or implied guarantee
intended, provided or expected from us under this Letter of Support in respect of the Debt.

3.

The Government of Malaysia (“Malaysia”) hereby confirms and undertakes to provide necessary financial
assistance to the Issuer in respect of the Debt as follows:

4.

(a)

in the event the Issuer is unable to pay the Funds (herein defined) due under the Debt or if there is
any shortfalls in the payment of the Funds, 1MDB shall first endeavour to inject the necessary capital
to ensure that the Issuer is able to service its obligations in respect of the Debt; and

(b)

in the event 1MDB, as shareholder of the Issuer, fails to provide the required funds as stipulated in
paragraph 3(a) above, Malaysia shall then step-in to inject the necessary capital into the Issuer or
make payments to ensure the Issuer’s obligation in respect of the Debt are fully met.

Malaysia hereby agrees, as independent obligations, (a) subject to paragraph 3, to subscribe for further debt or
equity in the Issuer or to lend to the Issuer such amount(s) so that, at any time when the Issuer has a shortfall
of internal funding, the Issuer has immediately available funds sufficient to pay the Principal Funds, Interest
Funds and, as the case may be, a Balancing Payment (each as defined below and together, the “Funds”) when
due under the Debt, in the amounts and on the dates described below, and (b) notwithstanding paragraphs 3
and 4(a) but subject to paragraph 5, if the Issuer fails to pay any sum owed under the Debt on the date
specified for such payment, to pay such sum to or to the order of the Trustee by close of business on such
date. Any payments made by Malaysia in the manner provided under paragraph 4(a) above may be by way of
advance or equity subscription proceeds and shall be deposited into an escrow account opened with a bank to
be mutually agreed between the Trustee and the Issuer (the “Account Bank”) in the name of the Issuer and
administered by an independent escrow agent appointed by or with the consent of the Trustee solely for
payments in respect of the Debt:
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(i)

on or prior to the Principal Deposit Date, an amount equal to (a) the amount as set out against the
Principal Deposit Date in Part I of the Schedule to this Letter of Support plus (b) an amount equal to
any additional amounts due as a consequence of any withholding or deduction in respect of tax in
respect of the principal payable under the Debt (the “Principal Funds”);

(ii)

on or prior to each Interest Deposit Date (as set out in Part II of the Schedule to this Letter of
Support), or if such day is not a Business Day (with respect to the Debt), the Business Day
immediately prior to such day, an amount equal to (a) the amount as set out against such Interest
Deposit Date plus (b) in respect of each Interest Deposit Date, an amount equal to any additional
amounts due as a consequence of any withholding or deduction in respect of tax in respect of the
interest payable on the immediately following Interest Payment Date (with respect to the Debt) under
the Debt (together, the “Interest Funds”); and

(iii)

if the Debt becomes due and payable, prior to the Maturity Date (for whatever reason), a Balancing
Payment (as defined below).

In this Letter of Support:
A “Balancing Payment” is, on any day, an amount equal to the sum of (a) the Principal Funds; (b) Interest
Funds that have not been previously paid (including, for the avoidance of doubt, any amounts the deposit date
of which is on, before or after the relevant date with respect to sub-paragraph (iii) above); and (c) if a portion
of the Balancing Payment is required by law to be withheld or deducted for, or on account of, any tax on such
date, an additional amount equal to such portion of the Balancing Payment.
5.

The aggregate amount payable by Malaysia in total under paragraph 4(b) shall not exceed the sum of (a) the
Principal Funds and (b) the sum of the Interest Funds for all Interest Deposit Dates.

6.

Malaysia hereby agrees that this Letter of Support is irrevocable and may not be withdrawn, waived or
modified without your prior written consent.

7.

This Letter of Support and any non-contractual obligations arising out of or in connection with it are governed
by, and shall be construed in accordance with, English law.

8.

Malaysia agrees that the documents which start any Proceedings and any other documents required to be
served in relation to a Proceeding may be served on Malaysia by being delivered to it to The High
Commissioner for Malaysia to Great Britain, Northern Ireland and Republic of Ireland, whose registered
office is currently at The High Commissioner for Malaysia to Great Britain, Northern Ireland and Republic of
Ireland, 45-46 Belgrave Square, London SW1X 8QT, England (the “High Commissioner”) on their behalf.
The Government of Malaysia acknowledges that such service shall not constitute a breach of the Vienna
Convention on Diplomatic Relations and/or the Vienna Convention on Consular Relations. If for any reason
the High Commissioner for Malaysia shall cease or shall not be capable so to act the Government of Malaysia
shall promptly and irrevocably designate and appoint another process agent. Nothing in this paragraph shall
affect the right of any other party to serve process in any other manner permitted by law

9.

To the fullest extent permitted by law Malaysia irrevocably and unconditionally:
(i)

submits to the exclusive jurisdiction of the English courts in relation to any dispute arising out of or in
connection with this Letter of Support (including a dispute relating to the existence, validity or
termination of this Letter of Support or any non-contractual obligation arising out of or in connection
with this Letter of Support) or the consequences of its nullity and accordingly any legal action or
proceedings arising out of or in connection with this Letter of Support (“Proceedings”) and waives
and agrees not to claim any sovereign or other immunity from the jurisdiction of the English courts in
relation to any Proceedings (including to the extent that such immunity may be attributed to it), and
agrees to ensure that no such claim is made on its behalf;
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(ii)

submits to the exclusive jurisdiction of the English courts and the courts of any other jurisdiction in
relation to the recognition of any judgment or order of the English courts or the courts of any other
jurisdiction in relation to any Proceedings and waives and agrees not to claim any sovereign or other
immunity from the jurisdiction of the English courts or the courts of any other jurisdiction in relation
to the recognition of any such judgment or court order and agrees to ensure that no such claim is made
on its behalf; and

(iii)

consents to the enforcement of any order or judgment made or given in connection with any
Proceedings and the giving of any relief in the English courts and the courts of any other jurisdiction
whether before or after final judgment and waives and agrees not to claim any sovereign or other
immunity from the jurisdiction of the English courts or the courts of any other jurisdiction in relation
to such enforcement and the giving of such relief (including to the extent that such immunity may be
attributed to it), and agrees to ensure that no such claim is made on its behalf. In addition,
notwithstanding the foregoing, Malaysia does not waive the right to immunity with regards to the
following:
(a)

actions brought against Malaysia under U.S. federal securities laws or any state securities laws;

(b)

present or future “premises of the mission” as defined in the Vienna Convention on Diplomatic
Relations signed in 1961;

(c)

“consular premises” as defined in the Vienna Convention on Consular Relations signed in
1963;

(d)

any other property or assets used solely or mainly for governmental or public purposes in Malaysia
or elsewhere; and

(e)

military property or military assets or property or assets of Malaysia related thereto.

10. No person shall have any right to enforce any term of this Letter of Support under the Contracts (Rights of
Third Parties) Act 1999, but this does not affect any right or remedy of any person which exists or is available
apart from that Act.
11. This Letter of Support sets out the entire agreement among the parties with respect to the subject matter
hereof, namely, the Offering, and this Letter of Support supersedes and replaces any agreement or
understanding that may have existed between the parties prior to the date of this Letter of Support in respect
of such subject matter.

Yours faithfully
THE GOVERNMENT OF MALAYSIA

____________________________
Minister of Finance

88

We agree to the terms of this Letter of Support.

For and on behalf of:
1MDB GLOBAL INVESTMENTS LIMITED

___________________________
(duly authorised)

For and on behalf of:
1MALAYSIA DEVELOPMENT BERHAD

__________________________
(duly authorised)

For and on behalf of:
BNY MELLON CORPORATE TRUSTEE SERVICES LIMITED

__________________
By:
Name:
Title:
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Schedule
Part I - Principal Funds Deposit Schedule
Principal Deposit Date

Deposit Amount

The date falling two (2) Business Days
prior to the Maturity Date falling in
March 2023

U.S.$3,000,000,000
Part II - Interest Funds Deposit Schedule

Interest Deposit Date

Deposit Amount

The date falling two (2) Business Days
prior to the Interest Payment Date falling
in
September 2013

U.S.$66,000,000

March 2014

U.S.$66,000,000

September 2014

U.S.$66,000,000

March 2015

U.S.$66,000,000

September 2015

U.S.$66,000,000

March 2016

U.S.$66,000,000

September 2016

U.S.$66,000,000

March 2017

U.S.$66,000,000

September 2017

U.S.$66,000,000

March 2018

U.S.$66,000,000

September 2018

U.S.$66,000,000

March 2019

U.S.$66,000,000

September 2019

U.S.$66,000,000

March 2020

U.S.$66,000,000

September 2020

U.S.$66,000,000

March 2021

U.S.$66,000,000

September 2021

U.S.$66,000,000

March 2022

U.S.$66,000,000

September 2022

U.S.$66,000,000

March 2023

U.S.$66,000,000
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Part III
Definitions

“Business Day” means a day on which designated markets are open for the purposes of making payments to
holders of Debt, as defined in the Debt.
“Interest Deposit Date” means each such date as listed in Part II of this Schedule to the Letter of Support. Each
Interest Deposit Date is scheduled prior to an Interest Payment Date to ensure that cleared funds will have been
received in the Account Bank prior to such Interest Payment Date for settlement, if required.
“Interest Payment Date” means each such date on which interest on the Debt is due to holders of Debt and which
is anticipated to be semi-annual falling in March and September of each year, as defined in the Debt.
“Principal Deposit Date” means each such date as listed in Part II of this Schedule to the Letter of Support. The
Principal Deposit Date is scheduled prior to the Maturity Date to ensure that cleared funds will have been received
in the Account Bank prior to the Maturity Date for settlement, if required.
“Maturity Date” means the scheduled final redemption or repayment date of the Debt on which the principal
amount of the Debt is repaid to holders of such Debt, as defined in the Debt.
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TAXATION
The following is a general description of certain BVI tax considerations relating to the Notes. It does not
purport to be a complete analysis of all tax considerations relating to the Notes, whether in BVI or elsewhere.
It is not intended and does not constitute tax advice. Prospective purchasers of Notes are advised to consult
their tax advisers as to the consequences, under the tax laws of the countries of their respective citizenship,
residence or domicile, of a purchase of Notes, including, but not limited to, the consequences of receipt of
payments under the Notes and their disposal or redemption. This summary is based upon the law as in effect
on the date of this Offering Circular and is subject to any changes in law that might take effect after such
date.

BVI Tax Considerations
A British Virgin Islands business company is exempt from all provisions of the Income Tax Act of the British
Virgin Islands including with respect to all dividends, interests, rents, royalties, compensations and other
amounts payable by the company to persons who are not persons resident in the British Virgin Islands.
Capital gains realised with respect to any shares, debt obligations or other securities of a company by persons
who are not persons resident in the British Virgin Islands are also exempt from all provisions of the Income
Tax Act of the British Virgin Islands.
No estate, inheritance, succession or gift tax, rate, duty, levy or other charge is payable by persons who are
not persons resident in the British Virgin Islands with respect to any shares, debt obligations or other
securities of the company, save for interest payable to or for the benefit of an individual resident in the
European Union.
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DISTRIBUTION PLAN, ACTIVITIES OF GOLDMAN SACHS AND SELLING
RESTRICTIONS
GSI has agreed with the Issuer, subject to the satisfaction of certain conditions precedent, to procure
subscribers for, or failing which to subscribe from the Issuer, the aggregate principal amount of Notes at 100
per cent. of the principal amount of the Notes in accordance with an arranger agreement dated 16 March 2013
and made between the Issuer, 1MDB, Goldman Sachs Bank USA and GSI (the “Arranger Agreement”). GSI
will privately offer the Notes to a limited number of prospective investors representing institutional or
qualified investors which may include insurance institutions, bonding institutions, credit institutions,
placement agents, investment funds, pension funds and companies. Any Notes sold by GSI may be sold at
prices which are different from the issue price of the Notes.
Goldman Sachs Bank USA intends to invest, as principal, in the Notes though it may not continue to hold the
Notes through maturity.
Goldman Sachs may choose, in its sole discretion, to invest, directly or indirectly, in the Notes, and expects,
upon settlement of the Notes, in its sole discretion, to enter separately into arrangements with certain investors
in the Notes whereby Goldman Sachs would synthetically obtain an economic exposure to the Notes,
regardless of its role under the Arranger Agreement. In connection with any such investment, Goldman Sachs
will look to its own interests and objectives in determining whether, and on what terms, it will purchase or
dispose of any investment in the Notes or it will or will not synthetically obtain an economic exposure to the
Notes, whether it will or will not from time to time hedge any such exposure or apply any such exposure as a
hedge against other exposures Goldman Sachs may have currently or may have from time to time and
whether it should or should not enter into other transactions which may be adverse to the interest of any
Noteholder or prospective investor. Goldman Sachs may realise a gain in respect of any investment in the
Notes or any synthetic risk transfer transaction it enters into from time to time with respect to the Notes.
Goldman Sachs, in its sole discretion, may decide to sell any investment in the Notes or to unwind any
synthetic transactions, in whole or in part, at any time, including prior to the stated maturity of the Notes; any
such disposal or unwind by Goldman Sachs may in turn cause the Noteholders to sell the Notes to other
investors. Any such arrangements undertaken by Goldman Sachs may affect the pricing of the Notes and
otherwise may adversely affect the Issuer.

Conflicts related to Goldman Sachs’ market activities generally
Conflicts related to Goldman Sachs’ trading or investment activities
Goldman Sachs is a global investment banking, securities and investment management firm that provides a
wide range of financial services to a substantial and diversified client base that includes corporations,
financial institutions, governments and high-net-worth individuals.
As such, it acts as an investor, investment banker, research provider, investment manager, investment advisor,
market maker, trader, prime broker and lender. In those and other capacities, Goldman Sachs purchases, sells
or holds a broad array of investments, actively trades securities, derivatives, loans, commodities, currencies,
credit default swaps, indices, baskets and other financial instruments and products for its own account or for
the accounts of its customers, and will have other direct or indirect interests, in the global fixed income,
currency, commodity, equity, bank loan and other markets. Any of Goldman Sachs’ financial market activities
may, individually or in the aggregate, have an adverse effect on the market for the Notes, and prospective
investors should expect that the interests of Goldman Sachs or its clients or counterparties will at times be
adverse to those of Noteholders.
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Conflicts related to Goldman Sachs’ market-making activities
Goldman Sachs actively makes markets in and trades financial instruments for its own account and for the
accounts of customers. These financial instruments include debt and equity securities, currencies,
commodities, bank loans, indices, baskets and other products. Goldman Sachs’ activities include, among other
things, executing large block trades and taking long and short positions directly and indirectly, through
derivative instruments or otherwise. The securities and instruments in which Goldman Sachs takes positions,
or expects to take positions, include the Notes, securities and instruments similar to the Notes, and other
securities and instruments. Market making is an activity where Goldman Sachs buys and sells on behalf of
customers, or for its own account, to satisfy the expected demand of customers. By its nature, market making
involves facilitating transactions among market participants that have differing views of securities and
instruments. As a result, prospective investors should expect that Goldman Sachs will take positions that are
inconsistent with, or adverse to, the investment objectives of Noteholders.

Conflicts related to Goldman Sachs introducing competing products into the marketplace
Goldman Sachs regularly offers a wide array of securities, financial instruments and other products into the
marketplace, including existing or new products that are similar to the Notes. Prospective investors in the
Notes should expect that Goldman Sachs will offer securities, financial instruments, and other products that
will compete with the Notes for liquidity, research coverage or otherwise.

Conflicts related to Goldman Sachs’ research and recommendations
As a result of Goldman Sachs’ various financial market activities, including acting as a research provider,
investment advisor, market maker or principal investor, prospective investors should expect that personnel in
various businesses throughout Goldman Sachs will have and express research or investment views and make
recommendations that are inconsistent with, or adverse to, the objectives of Noteholders.

Conflicts related to Goldman Sachs’ business relationship with the Government of Malaysia
and/or the 1MDB Group
The financial market activities and interests of Goldman Sachs include financial advisory, investment
advisory or transactional services and interests in securities, instruments and companies that are directly or
indirectly related to the Government of Malaysia and/or the 1MDB Group. In providing these or other
services to, or engaging in transactions with, the Government of Malaysia or one or more entities in the
1MDB Group, or other market participants, or in acting for its own account, Goldman Sachs may take actions
that have a direct or indirect effect on the Government of Malaysia, and/or the 1MDB Group, which may be
adverse to the interests of Noteholders.
In particular, Goldman Sachs has provided investment banking services (including without limitation
underwriting, merger advisory, other financial advisory, placement agency or selling agency services), foreign
currency hedging, research, asset management services, brokerage services or other services to entities
affiliated with the Government of Malaysia, as well as entities in the 1MDB Group. Goldman Sachs,
including its personnel or business units involved in the management, sales, activities, business operations or
distribution of the Notes, has provided services to entities affiliated with the Government of Malaysia, as well
as entities in the 1MDB Group and has interests other than those relating to the Notes. These activities may
cause the interests of Goldman Sachs or the Government of Malaysia and/or the 1MDB Group to be adverse
to the interests of Noteholders.
As a result of its various market activities and interests, it is likely that the Government of Malaysia and/or the
1MDB Group will have multiple business relationships with, and will invest in, engage in transactions
(including derivatives transactions) with, make voting decisions with respect to, or obtain services from,
entities for which Goldman Sachs performs or seeks to perform investment banking or other services. It is
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also likely that the Government of Malaysia and/or the 1MDB Group will undertake transactions in securities
in which Goldman Sachs makes a market or otherwise has other direct or indirect interests. In this offering, as
well as in all other circumstances in which Goldman Sachs receives any fees or other compensation in any
form relating to services provided to or transactions with entities affiliated with the Government of Malaysia
and/or the 1MDB Group, no accounting, offset or payment in respect of the Notes will be required or made;
Goldman Sachs will be entitled to retain all such fees and other amounts, and no fees or other compensation
payable by entities affiliated with the Government of Malaysia and/or the 1MDB Group or indirectly by
Noteholders will be reduced by reason of receipt by Goldman Sachs of any such other fees or other amounts.

Conflicts related to Goldman Sachs’ roles in connection with the Notes
Conflicts related to Goldman Sachs’ hedging activities
In connection with this offering or otherwise, Goldman Sachs anticipates entering into transactions, in its sole
discretion, to, among other things, (i) synthetically obtain an economic exposure to the Notes, (ii) hedge any
exposure of Goldman Sachs to the Notes or similar securities or products, (iii) enter into credit default swap
transactions, loan transactions or other derivative transactions relating to the Notes or similar securities or
products, or (iv) securitise any credit or market risk of Goldman Sachs relating to the Notes or similar
securities or products through the creation of investment vehicles to be sold to other investors. In addition to
entering into such transactions itself, Goldman Sachs may structure such transactions for its clients or
counterparties, or otherwise advise or assist clients or counterparties in entering into such transactions.
These transactions may cause Goldman Sachs or its clients or counterparties to have economic interests and
incentives that do not align with, and that may be directly contrary to, those of a Noteholder. In addition, these
transactions or actions taken to maintain, adjust or unwind any positions in the future, may, individually or in
the aggregate, have a material effect on the market for the Notes (if any), including adversely affecting the
value of the Notes, particularly in illiquid markets. Goldman Sachs will have no obligation to take, refrain
from taking or cease taking any action with respect to these transactions based on the potential effect on a
prospective investor in or holder of the Notes and may receive substantial returns on hedging or other
activities while the value of the Notes declines.
These activities may be undertaken to achieve a variety of objectives, including:


permitting purchasers of the Notes to hedge their investment in the Notes in whole or in part;



facilitating transactions for other clients or counterparties that may have business or investment
objectives that are contrary to those of Noteholders;



hedging or distribution of the exposure of Goldman Sachs to the Notes including any interest
(including any synthetic economic exposure to the Notes) in the Notes that it acquires or retains as part
of the offering process, through its market-making activities or otherwise;



enabling Goldman Sachs to comply with its internal risk limits or otherwise manage firm-wide,
business unit or product risk; and/or



enabling Goldman Sachs to take directional views as to relevant markets on behalf of itself or its
clients or counterparties that are inconsistent with or contrary to the views and objectives of the
Noteholders.

Conflicts related to Goldman Sachs making a market in the Notes
To the extent that Goldman Sachs makes a market in the Notes (which it is under no obligation to do), it
would expect to receive income from the spreads between its bid and offer prices for the Notes. The price at

95

which Goldman Sachs may be willing to purchase Notes, if it makes a market, will depend on market
conditions and other relevant factors and may be significantly lower than the issue price for the Notes and the
price at which it may be willing to sell the Notes.
In the event that Goldman Sachs becomes a holder of any Notes through market-making activity, has rights to
vote where it has an economic exposure to the Notes or through derivatives transactions, or otherwise, any
actions that it takes in its capacity as Noteholder, including voting and/or provision of consents, will not
necessarily be aligned with the interests of other Noteholders.
The value or quoted price of Notes at any time, however, will reflect many factors and cannot be predicted. If
Goldman Sachs makes a market in the Notes, the price quoted by Goldman Sachs would reflect changes in
market conditions and other relevant factors, including a deterioration in its creditworthiness or perceived
creditworthiness whether measured by its credit ratings or other credit measures. These changes may
adversely affect the market price of the Notes, including the price Noteholders may receive for Notes in any
market making transaction.

Conflicts related to Goldman Sachs’ ancillary benefits from (and incentives for) the transaction
GSI has participated in structuring this offering and the terms of the Notes in consultation with 1MDB Group,
and the Government of Malaysia and it may derive various benefits from this offering, including those listed
below:


Goldman Sachs expects it will derive various ancillary benefits from this offering, and its incentives
may not be aligned with those of Noteholders. Goldman Sachs expects that a completed offering will
enhance its ability to assist clients and counterparties in the transaction and in other transactions
(including assisting clients in additional purchases and sales of the Notes and hedging transactions).
Goldman Sachs expects to derive fees and other revenues from these transactions. In addition,
participating in a successful offering and providing related services to clients may enhance Goldman
Sachs’ relationships with various parties, facilitate additional business development, and enable
Goldman Sachs to obtain additional business and generate additional revenue. Goldman Sachs also
expects to benefit from a completed offering of the Notes because the offering may establish a market
precedent, thus enhancing Goldman Sachs’ ability to conduct similar offerings in the future, and
provide a valuation data point for securities similar to the Notes. In addition, participating in a
successful offering and providing related services to clients may enhance Goldman Sachs’
relationships with various parties, facilitate additional business development, and enable Goldman
Sachs to obtain additional business and generate additional revenue.



GSI is acting as the sole and exclusive arranger for this offering. Subject to the terms and conditions
set forth in the Arranger Agreement, GSI has agreed to procure subscribers for, or failing which to
subscribe from the Issuer for, the aggregate principal amount of the Notes at 100 per cent. of the
principal amount of the Notes. For its services, GSI will receive fees and commissions which will be
deducted from the gross proceeds of the Notes. See “Use of Proceeds”.

Goldman Sachs is not acting as an advisor or fiduciary to prospective investors in the Notes or the
Government of Malaysia or any member of the 1MDB Group in connection with the Notes and in evaluating
the merits and risks of an investment in the Notes, a prospective investor should consider the market and other
activities of Goldman Sachs, as well as its clients and counterparties, that will or may be inconsistent with or
adverse to the interests of prospective investors in the Notes.
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Anti-Corruption and Anti-Money Laundering Laws and Sanctions
The Issuer and 1MDB have agreed with Goldman Sachs in the Arranger Agreement to ensure that none of the
net proceeds raised from the issue of Notes shall be directly or indirectly lent, contributed or otherwise made
available to any person or entity (whether or not related to the Issuer or 1MDB) for the purpose of financing
the activities of any person, or for the benefit of any country, that is the subject of sanctions administered or
enforced by a relevant sanctions authority or in violation of any applicable anti-corruption or anti-money
laundering laws.

Selling Restrictions
United States
The Notes and the Letter of Support have not been and will not be registered under the Securities Act and may
not be offered or sold within the United States except pursuant to an exemption from, or in a transaction not
subject to, the registration requirements of the Securities Act. Terms used in this and the following two
paragraphs have the meanings given to them by Regulation S under the Securities Act.
GSI has represented and agreed that it has not offered or sold, and agrees that it will not offer or sell, any of
the Notes or the Letter of Support within the United States. Neither it, its affiliates nor any persons acting on
its or their behalf have engaged or will engage in any directed selling efforts with respect to the Notes or the
Letter of Support.
The Notes and the Letter of Support are being offered and sold outside of the United States in reliance on
Regulation S.

United Kingdom
GSI has represented and agreed that:
(a)

it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the Financial Services and Markets Act 2000 (“FSMA”)) received by it in connection
with the issue or sale of the Notes in circumstances in which Section 21(1) of the FSMA does not
apply to the Issuer; and

(b)

it has complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to the Notes in, from or otherwise involving the United Kingdom.

Hong Kong
GSI has represented and agreed that:
(a)

it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any
Notes other than (i) to “professional investors” as defined in the Securities and Futures Ordinance
(Cap. 571) of Hong Kong and any rules made under that Ordinance; or (ii) in other circumstances
which do not result in the document being a “prospectus” as defined in the Companies Ordinance
(Cap. 32) of Hong Kong or which do not constitute an offer to the public within the meaning of that
Ordinance; and

(b)

it has not issued or had in its possession for the purposes of issue, and will not issue or have in its
possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement,
invitation or document relating to the Notes, which is directed at, or the contents of which are likely to
be accessed or read by, the public of Hong Kong (except if permitted to do so under the securities laws
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of Hong Kong) other than with respect to Notes which are or are intended to be disposed of only to
persons outside Hong Kong or only to “professional investors” as defined in the Securities and Futures
Ordinance (Cap. 571) of Hong Kong and any rules made under that Ordinance.

Singapore
GSI has acknowledged that the Offering Circular has not been registered as a prospectus with the Monetary
Authority of Singapore. Accordingly, GSI has represented and agreed that it has not offered or sold any Notes
or caused such Notes to be made the subject of an invitation for subscription or purchase and will not offer or
sell such Notes or cause such Notes to be made the subject of an invitation for subscription or purchase, and
has not circulated or distributed, nor will it circulate or distribute, the Offering Circular or any other document
or material in connection with the offer or sale, or invitation for subscription or purchase, of such Notes,
whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor under Section
274 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”); (ii) to a relevant person
pursuant to Section 275(1), or any person pursuant to Section 275(1A), and in accordance with the conditions
specified in Section 275, of the SFA; or (iii) otherwise pursuant to, and in accordance with the conditions of,
any other applicable provision of the SFA.

Japan
The Notes have not been and will not be registered under the Financial Instruments and Exchange Act of
Japan (Act No. 25 of 1948, as amended, the “Financial Instruments and Exchange Act”). Accordingly, GSI
has represented and agreed that it has not, directly or indirectly, offered or sold and will not, directly or
indirectly, offer or sell any Notes in Japan or to, or for the benefit of, any resident of Japan (which term as
used herein means any person resident in Japan, including any corporation or other entity organised under the
laws of Japan) or to others for re-offering or re-sale, directly or indirectly, in Japan or to, or for the benefit of,
any resident of Japan except pursuant to an exemption from the registration requirements of, and otherwise in
compliance with, the Financial Instruments and Exchange Act and other relevant laws and regulations of
Japan.

Malaysia
No approval or recognition of the Securities Commission of Malaysia has been or will be obtained for the
offering of the Notes on the basis that the Notes will be offered or sold exclusively to persons outside
Malaysia or if within Malaysia then only by way of secondary trading of the Notes within the meaning of
paragraph 3 of Schedule 5 of the Capital Markets & Services Act 2007 (“CMSA”). The Offering Circular has
not been nor will it be registered with the Securities Commission of Malaysia on the basis that the Notes will
not be offered or sold within Malaysia other than by way of secondary trading of the Notes within the
meaning of paragraph 3 of Schedule 5 of the CMSA.
GSI has agreed that it has not offered or sold and will not offer or sell the Notes to any person within
Malaysia, other than by way of secondary trading of the Notes within the meaning of paragraph 3 of Schedule
5 of the CMSA. The Issuer has agreed that it has not offered or sold and will not offer or sell the Notes to any
person within Malaysia, other than by way of secondary trading of the Notes within the meaning of paragraph
3 of Schedule 5 of the CMSA

United Arab Emirates (excluding the Dubai International Financial Centre)
GSI has represented and agreed that the Notes have not been and will not be offered, sold or publicly
promoted or advertised by it in the United Arab Emirates other than in compliance with any laws applicable in
the United Arab Emirates governing the issue, offering or sale of securities.
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Dubai International Financial Centre
GSI has represented and agreed that it has not offered and will not offer the Notes to be issued to any person
in the Dubai International Financial Centre unless such offer is: (i) an “Exempt Offer” in accordance with the
Offered Securities Rules of the Dubai Financial Services Authority (the “DFSA”); and (ii) made only to
persons who meet the Professional Client criteria set out in Rule 2.3.2 of the DFSA Conduct of Business
Module.
British Virgin Islands
GSI has represented and agreed that the Notes have not been and will not be offered or sold in the British
Virgin Islands. No offer or invitation will be made to the public in the British Virgin Islands to subscribe for
the Notes.
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LEGAL MATTERS
Certain legal matters in connection with the Notes and this offering will be passed upon for the Issuer by
Conyers Dill & Pearman as to certain matters of BVI law, Baker & McKenzie.Wong & Leow as to certain
matters of English law and by Wong & Partners as to certain matters of Malaysian law. Certain legal matters
in connection with the Notes and this offering will be passed upon for GSI by Walkers (Singapore) Limited
Liability Partnership as to certain matters of BVI law, Linklaters Singapore Pte. Ltd. as to certain matters of
English law and by Rahmat Lim & Partners as to certain matters of Malaysian law. Certain legal matters in
connection with the Letter of Support will be passed upon by the Treasury Solicitor for the Malaysian
Government.
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GENERAL INFORMATION
(1)

The Notes have been accepted for clearance through Euroclear and Clearstream, Luxembourg. The
Notes are represented by a Restricted Global Certificate and an Unrestricted Global Certificate. The
common code of the Notes represented by the Restricted Global Certificate is 090717251 and the
International Securities Identification Number for the Notes represented by the Restricted Global
Certificate is XS0907172513.The common code of the Notes represented by the Unrestricted Global
Certificate is 090608517 and the International Securities Identification Number for the Notes
represented by the Unrestricted Global Certificate is XS0906085179.

(2)

The issue of the Notes was authorised by resolutions of the board of directors of the Issuer passed on
12 March 2013 and by the resolutions of the shareholder of the Issuer passed on 12 March 2013.

(3)

For so long as any of the Notes are outstanding, copies of the following documents may be inspected
during normal business hours at the specified office of each Paying Agent and Registrar:
(a)

the Trust Deed; and

(b)

the Agency Agreement.

(4)

BNY Mellon Corporate Trustee Services Limited, whose principal office is at One Canada Square,
London E14 5AL, United Kingdom, has agreed to its being appointed as Trustee. Details of the scope
of its mandate as Trustee, and the conditions under which it may be replaced as such, may be found in
the Trust Deed.

(5)

Application will be made to the LFX for listing of, and permission to deal in, the Notes. Application
will be made to LFX for waivers to certain disclosure requirements which may result in more limited
information being available about the Notes and the Issuer after listing.

(6)

The Notes, the Trust Deed and the Agency Agreement will be governed by English law.

(7)

The Issuer expects to issue and deliver the Notes through the facilities of Euroclear and Clearstream,
Luxembourg against payment. Admission of the Notes to the official list of the LFX and trading on its
market are not conditions precedent to the issue of the Notes.
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