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PRIME MINISTER’S FOREWORD

RANSFORMATION
ROVES
RIUMPHANT

My fellow Malaysians,

The year 2016 was one marked by sweeping geo-political
change and continued global economic uncertainty. | am
pleased to say, however, that Malaysia remained blessed
with stability and continued on a positive growth trajectory.

This is as the National Transformation Programme
(NTP) completed its sixth year of implementation, proving
decisively that the crucial decisions we have taken since
2010 place us firmly on the path to become a high-income
status nation by 2020.

| am pleased to report that by improving public
service delivery through the Government Transformation
Programme (GTP), and catalysing private sector investment
through the Economic Transformation Programme (ETP),
the Government continues to deliver on our promises made
at the launch of the NTP in 2010.

Chief among these promises was the development of a
truly world-class transport system. In addition to capacity
expansion and infrastructure upgrades to our existing
public transport network, in December 2016 we saw my
dream of an efficient, reliable and safe public transportation
system for the rakyat come closer to reality with the launch
of the Mass Rapid Transit (MRT) project in the Klang Valley.

This, the largest infrastructure project ever undertaken
by the Government, sets the benchmark for all of our future
plans, taking into account the rakyat’s connectivity needs
and quality of life. Phase one of the Sungai Buloh-Kajang
Line was also delivered ahead of schedule and under
budget, bearing further testimony to the Government’s
success in implementing the NTP.

But the tangible outcomes of the transformation do
not consist only of large scale projects. Another vital
component of the NTP is the effort to secure sustainable
and inclusive growth through fundamental reforms in areas
such as Government finances and economic development.

As a result, since 2010, we have recorded healthy GDP
growth year after year, regularly achieving rates that were
more than double global growth. | am also pleased to
note that efforts to diversify the Government’s sources of
revenue have successfully reduced the share coming from
the oil and gas sector from 41.3% in 2009 to 14.7% in 2016.
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This has been led by the diversification of our economy
through the ETP’s 12 National Key Economic Areas, as
shown in the “Year in Review 2016” and NTP chapters
within this publication. A point to note is that beyond
lifting our economy out of the global turmoil in 2009, the
wisdom and prudence of the Government’s efforts were
demonstrated during the decline in oil prices and other
external economic developments beyond our control. They
shielded our economy against significant slowdown, and in
2016 we continued to achieve stable GDP growth of 4.2%.

The NTP has also been instrumental in propelling us
out of the middle income trap, in which we found ourselves
in 2009. As at the end of 2016, our GNI per capita had
increased to US$10,010, against our high-income target
which was estimated to be US$12,272 for last year based on
PEMANDU’s estimate following the World Bank’s GNI per
capita calculation using the Atlas method, using currently
available public information.

This is a commendable achievement, as it means that
between 2010 and 2016 Malaysia narrowed the gap towards
the high income target from 33% to 18%. In addition, the
national transformation has also helped to create over 2.26
million jobs in the past 6 years.

At the same time, the Government has had to introduce
difficult but necessary measures such as the Goods and
Services Tax (GST) and subsidy rationalisation. These may
not have been popular. However, they have been vital.
With RM38.5 billion in GST collected in 2016, the new tax
has made up for the shortfall in Government revenue of
RM30 billion due to the drop of nearly 50% in the price of
oil. This has allowed us to support our expenditure amid
limited resources and continue to implement our measures
and programmes whose sole purpose is the benefit of the
rakyat.

Subsidy rationalisation has also reduced the burden on
the Government’s finances and helped to eliminate leakages.
In 2016, the Government’s fiscal deficit continued to decline
steadily to 3.1%, which leads us to maintaining our target of
achieving a balanced budget by 2020. This has enabled us
to introduce a more efficient and targeted subsidy system
to benefit those who are truly in need. Bantuan Rakyat
1Malaysia (BR1IM), for instance, provided relief to 7.28 million
households in 2016. Since 2012 it has ensured that no one is
left behind amid the country’s transformation.

In working towards an inclusive economy, the NTP has
touched the lives of millions of people, especially those in
rural areas. We have already completed 6,041.7 km of new
rural roads, against the 750 km of rural roads built in the
first year of the NTP in 2010, and we continue to undertake
rural electrification and water supply programmes, as well
as building and restoring houses for the rural poor. All these
have benefited a total of 6.2 million rural folk.

Other highlights of the NTP include the establishment
of the Pengerang Integrated Petroleum Complex (PIPC)
in Johor, a world-class hub for downstream oil and gas
activities that is drawing sizeable private investment and
is driving our oil and gas capabilities higher up the value
chain. Furthermore, the Human Capital Development
Strategic Reform Initiative has paved the way for the
formation of a skilled workforce that will support our high
income aspirations and raise our global competitiveness.

Malaysia has emerged as a model for other countries
pursuing transformation, providing affirmation that our
plan is one that works and offers valuable lessons that
others can draw from.

It is right that we should note these achievements,
but our work is far from being done. The Government will
not rest until we have attained our high income goals and
improved sustainability and expanded inclusiveness in our
economy. At this point, | would like to express my gratitude
to the civil service for their dedication in driving our country
towards our aspirations. | am confident that over the past
six years the civil service has built the capacity and adopted
the processes required to continue the NTP on its journey
towards the goals we have set for 2020.

It is for this reason that we felt the time had come for
the civil service to take over the mantle of the NTP from
PEMANDU, which up to this point had been overseeing and
performance-managing the transformation implemented
by the civil service. As announced by my office in
January 2017, some of this transformation work has been
fully transferred to the civil service helmed by the Chief
Secretary to the Government, Tan Sri Dato’ Dr Ali Hamsa.
The remainder of the work will be transferred in stages up
until 2019.

| would like to take this opportunity to extend my
appreciation to PEMANDU for their relentless efforts in
overseeing the NTP since the start. My gratitude is also
extended to the rakyat for their continued support for our
initiatives.

The road to transformation has not always been easy.
However, | remain certain that by 2020, in just three years’
time, we will stand shoulder-to-shoulder to witness the
triumph of our great nation in becoming a high-income
country in which prosperity and opportunity are able to be
shared by all.

&
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YAB DATO’ SRI MOHD NAJIB TUN ABD RAZAK
PRIME MINISTER OF MALAYSIA
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A NOTE FROM THE DEPUTY PRIME MINISTER :

EMBODYING THE
GOVERNMENT OF
THE PEOPLE

As the chair of the Government Transformation
Programme, | am pleased to report that its initiatives
continued to enhance public service delivery and address
the rakyat’s most pressing concerns in 2016. Six years
into its implementation, we have also witnessed greater
institutionalisation of the transformation throughout the
Ministries involved.

At this juncture, | call on all my peers within the civil
service to remain committed to achieving our high-
income aspirations and continue taking up the mantle in
implementing the National Transformation Programme.
This is especially as the NTP reached a new juncture in
2016, with the transition of PEMANDU’s work to the civil
service as the programme nears its completion in 2020.

The achievements of the NTP speak volumes of the
work the civil service has put in to build an impactful
public service delivery system and ensure the well-being
of all Malaysians. Chief among these results has been the

reduction in Index Crime by almost half between 2010 and
2016.

Registering an average decline of 9% annually since
2010, our efforts to reduce crime have made the public
feel safer, with the Perception of Crime Indicator recording
a marked reduction in the rakyat’s fear of becoming
a victim of crime in 2016. It also reflects our success in
adopting a more targeted approach to fighting crime by
focusing on the crime and safety issues that concern the
public the most.

| am also pleased to note that our IMalaysia initiatives
such as BRIM remain a targeted and effective measure
in aiding those in need, gaining widespread recognition
for the benefits it delivers. During the year, 7.28 million
households benefited from the RM5.36 billion in BRIM
funds disbursed by the Government to provide relief to
those battling the inevitability of rising living costs. We
have also introduced a number of measures centred
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on entrepreneurship, such as the 1AZAM programme,
to improve outcomes for the poor and hard-core poor
in a sustainable way. These initiatives underscore the
Government’s commitment to charting a future for
Malaysians that is both inclusive and sustainable.

Key to paving the way for this bright future is ensuring
a high-quality education system for our students, starting
from the early childhood level. | am heartened to note
that the national preschool enrolment rate rose to 85.56%
in 2016, from 67% in 2009, with national preschools
achieving almost universal enrolment for the 5+ age group,
at 921%. Older schoolchildren are performing better;
with the school banding system showing improvements
in the performance of schools. This is further reflected
in improvements in Malaysia’s Trends International
Mathematics and Science (TIMSS) scores for 2015.
Reported in 2016, our students showed better scores in
Mathematics and Science in the assessment.

To build on the enhancements of our national education
system, the High Performing Schools programme has
identified 132 schools to act as a model for other schools
by further improving their quality, while the Dual-Language
Programme and the Highly Immersive Programme
continue to equip our students with the English language
skills needed for them to be globally competitive talents.

As part of the Government’s efforts to eradicate
corruption, the National Consultative Committee on
Political Funding (NCCPF) continued to engage with
Malaysia’s political parties on both sides towards
introducing legislation for financing, managing and
reporting political campaigns. To ensure the Government
leads by example in rejecting graft, in 2016 74.4% of
corruption cases had been disposed of within a year
of registration in court. This was achieved through the
establishment of 14 special corruption courts in each State
and Federal Territory.

Meanwhile, developments in urban public
transportation represented some of the Government’s
significant achievements in 2016. The launch of Phase
1 of MRT Line 1 in December 2016 marked the height
of the sector’s success during the year, capping off
enhancements to Greater Kuala Lumpur/Klang Valley’s rail
backbone with the LRT Line Extension Project.

These activities, together with the continuing bus and
taxi service transformation to ensure first- and last-mile
connectivity for commuters, as well as the initiation of
efforts to offer an integrated payment system for transport
services, bode well for the Government’s efforts to create
a world-class system of urban public transport. Truly, these
efforts represent tangible markers in Malaysia’s journey of
transformation into a high-income nation.

At the heart of the NTP lies our initiatives to improve
the quality of life of rural communities. From 2010 to 2016,
this has seen the Improving Rural Development NKRA
deliver 6,041.7 km of new rural roads and 2,378.5 km in
road maintenance, provide 350,094 houses with access to
clean water and 153,821 houses to electricity services and
build and restore 94,605 houses for the rural poor. These
initiatives have benefited a total of 6.2 million Malaysians,
ensuring all Malaysians benefit from the efforts of the NTP
and are provided with access to the opportunities created
in a high-income economy.

Indeed, this focus on ensuring no one is neglected and
creating long-term impacts is the anchor of our national
transformation. This has resulted in the near-eradication
of poverty since the introduction of the NTP, the creation
of over two million jobs and lasting change in the way the
Government provides public services. All the while, this
has been achieved by taking the public’s interests to heart.

As we enter the final phase of the NTP, it is my hope
that all Ministries and agencies involved will remain

resolute in shaping a brighter future for our beloved nation
that we can share for generations to come, and continue
embodying the spirit of a Government that is for the
people.

YAB DATO’ SERI DR AHMAD ZAHID HAMIDI
DEPYTY PRIME MINISTER OF MALAYSIA
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THE YEAR IN REVIEW

DATO’ SRI IDRIS JALA
CHIEF EXECUTIVE OFFICER
TH RU PEMANDU
UG H When  we first started the  National
Transformation Programme (NTP) in 2010, Malaysia
I Sc I PLI N E 0 F faced a multitude of challenges from socioeconomic

disparity, a precarious fiscal position, and stagnating

economic growth. Six years on, our objective
remains steadfast - to become a high income nation
by 2020 in a manner that is inclusive and sustainable.

Year on year, the Government has diligently worked
towards setting ‘Olympic targets’ and delivering on
‘impossible’ KPIs we set for ourselves.

In 2009, Malaysia was said to be “stuck in the
middle-income trap” because in the preceding years,
the gap between our country’s GNI per capita and
the World Bank’s high-income threshold had not
narrowed. Now, six years into the implementation
of the NTP, we are clear that Malaysia has escaped
the middle-income trap, with our GNI per capita at
US$10,010.

" PEMANDU’s estimate based on World Bank’s GNI per capita calculation
using the Atlas Method using currently available public information
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TAKING THE ROAD LESS TRAVELLED TOWARDS HIGH-INCOME,
SUSTAINABILITY AND INCLUSIVENESS

The Government was clear when
we began the NTP that we would not
adopt the path that many countries
took - pursuing unbridled growth
at the expense of the Government’s
fiscal position. We have had to
make tough decisions such as the
gradual removal of long-standing
blanket subsidies and introduction
of the Good and Services Tax (GST),
all aimed at reducing borrowings
and deficit levels to secure the
Government’s fiscal position.

At the same time, the NTP has
rejuvenated  economic  activity,
enabling the private sector to drive
growth through business-friendly
policies. The economic reforms
instituted through the NTP have
redistributed  Malaysia’s  sources
of growth - we have reduced our
historic reliance on oil & gas from
41.3% of the Government’s revenue
in 2009 to an estimated 14.7% in
2016.

GOVERNMENT LESS DEPENDENT ON OIL REVENUE

(RM mil.)
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In addition to propelling our
GNI per capita towards the high-
income threshold, the main measure
of the national transformation has
been geared towards achieving a
robust fiscal position and mildly
expansionary, private sector-driven
development to achieve sustainable
growth. The NTP also focuses on
enhancing inclusiveness within the
economy through socioeconomic
outcomes which touch the lives of
all Malaysians positively.
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THE YEAR IN REVIEW :

All this required new courses
of action in the Government’s
processes and the courage to
institute unpopular but necessary
measures to inculcate prudence
in Government spending, as well
as increasing revenue to mobilise
socioeconomic development and
improvements for the rakyat.

The end result is sustainable
and resilient economic growth.
This decision by the Government
proved to be unusually prescient, as
despite global headwinds caused by
uncertainty in major markets such
as the US, UK and the Eurozone
as well as a depression in global
oil prices, Malaysia continued to

We have reduced the
fiscal deficit from
6.7%in 2009 t0 3.1% in
2016. At this rate, the
Government remains
well on track of
achieving its target of
fiscal halance hy 2020.

achieve stable GDP growth of 4.2%
in 2016, sustaining a trajectory of
over 4% since the start of the NTP in
2010 and on occasion, outpacing the
global growth rate.

We were clear that we wanted
to ensure growth did not come at
the expense of the Government’s
fiscal position. We have reduced the

Malaysia’s GDP growth rate exceeds CPI and global growth rate

(RM bil.)

[ GDP at Constant Prices (RMb) = Real GDP Growth (%) === Consumer Price Index (%) == Global growth rate (%)
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Maintain its target towards Fiscal Balance
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Source: Economic Planning Unit

fiscal deficit from 6.7% in 2009 to
31% in 2016. Here, the Government
maintains its target of achieving its
target of fiscal balance by 2020.
We are also carefully managing
the Government’s debt-to-GDP
ratio. In 2016, our debt to-to-GDP
was 52.7%, within its self-imposed
debt ceiling of 55% of GDP. Malaysia

2012

-4.3%

2013

-3.8%

2014

-3.4%

2015 2016 2020

BALANCED
BUDGET

. 3% BY 2020

is one of the very few countries that
has this self-imposed debt ceiling.
This fiscal prudence has been
supported by vibrant economic
activity led by the private sector
which has doubled its compounded
annual growth rate (CAGR) of
investment since 2010. Between
201 and 2016, the CAGR of private
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investment was 10.8%, against just
55% in the period from 2006 to
2010.

Additionally, from around
an equal share of total realised
investments between the public
and private sectors prior to the NTP,
since 2010 the private sector has
gradually outpaced public sector
investment. In 2016, the private
sector showed its clear dominance
in realised investment, accounting
for a lion’s share of 71% against
public sector investment of 29%.

This vibrantlandscape for private
investment has been enabled by
the NTP’s focus on 12 National Key
Economic Areas (NKEASs) designed
to position the private sector as
the engine of economic growth.
The NKEAs have accounted for the
largest share of GDP, representing
RM865.3 billion, or 70%, of the
country’s GDP of RM1.23 trillion in
2016.

The NKEAs have
accounted for the
[argest share of
GDP, representing
RM865.3 hillion,

or 70%, of the
country’s GDP of
RM1.23 trillion

in 2016.

Realised investments accelerated post-ETP, driven by the private sector ‘

(RM bil.)
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THE YEAR IN REVIEW

The GNI contributions by NKEA
also account for the majority share
of the structure of our GNI, as well
as showing diversification in our GNI
structure.

An immediate impact of this
private sector-led growth has
been the creation of a wealth of
employment  opportunities  for
Malaysians. Since 2010, the economy
has recorded 2.26 million new jobs?.

GNI VALUE (RM BILLION)

NKEA SECTOR
Agriculture

Palm Oil/Rubber

Oil, Gas & Energy
Electrical & Electronics
Wholesale & Retail
Education

Healthcare

Communication Content & Infrastructure

Tourism

Financial Services

Business Services

TOTAL NKEA

Other Industries

TOTAL GNI

TRANSFORMATION FOR ALL

Inclusiveness and a balanced
socioeconomic impact are
cornerstones of the NTP. Being
a developed means
nothing if we are not
in our development. We want all
Malaysians to have an equal footing
when it comes to opportunities, be it

nation
inclusive

in business, education, employment
or quality of life.

With this in mind, the plight of
Malaysia’s Bottom 40% of household
income earners (B40) continues
to be a key concern of the NTP, in
tandem with the Government’s
growth policies. This follows the

2016
68.1
64.9
179.7
57.0
181.9
9.7
10.9
58.1
5%
64.8
58.6
827.2
367.5

1,194.6

promise set out at the start of the
NTP, to grow the monthly income
of the B40 group. Today, B40 mean
and median household income
growth is outpacing total household
income growth at a CAGR of 12%
and 12.8%, respectively?.

ZJobs created calculation is based on PEMANDU’s definition and methodology. The data for the calculation is sourced from DOSM

5DOSM Household Income and Basic Amenities Survey Report 2014. This report is released every two years.

The report for 2016 is expected to be released in the second half of 2017.
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Since 2009, among all income stratas, the B40 have experienced the greatest

increase in CAGR growth

8%

Median monthly income > ; Mean monthly income /,4',305
neo | B
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9,9 :
i 8,987
8,009 |
12% l : .
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120 | % | 120 | 9% | 120 | 7% | 120 8% |

Source: Department of Statistics Malaysia Household Income and Basic Amenities Surveys

We have put a lot of effort into
ensuring rural communities are not
left out of the nation’s development.
To date the NTP has also achieved
the following:

1. Completed 6,041.7 km of rural
roads;
2. Provided 153,821 rural houses
with reliable electricity;
3. Provided 350,094 rural houses
with access to clean water; and
4. Built and restored 94,605 houses
for the rural poor.
All in all, these measures have
impacted the lives of 6.2 million
Malaysians.

These efforts have been enabled,
in part, by the Government’s review
of its expenses undertaken through
the NTP. Through the gradual
removal of blanket subsidies as
outlined earlier, the Government
was able to redeploy its funds to
target those most in need.

The funds were channelled
to low-income households and
individuals through the Bantuan
Rakyat IMalaysia (BRIM). In addition
to this, the Program TAZAM, which
provides assistance in four essential
areas -- job placements (Azam
Kerja), creating small business
enterprises (Azam Niaga), creating

small service providers (Azam
Khidmat) and creating opportunities
in agriculture (Azam Tani), have
contributed significantly in raising
the low income households’ chance
of a better life.

These initiatives and
achievements serve as a testament
to the far-reaching impact of
the NTP and are aligned to the
programme’s approach of ensuring
no one is left behind amid the
country’s transformation into a
high-income nation.

M3INIY NI 4V3A FHL
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THE YEAR IN REVIEW

ADDRESSING THE RAKYAT’S KEY TOUCH POINTS AND DRIVING
PRIVATE SECTOR PARTICIPATION IN THE ECONOMY

The NTP was first developed
with a view to address the rakyat’s
most pressing concerns. This has
been undertaken through the
seven National Key Results Areas
(NKRAs) implemented by the
Government’s delivery system and
were identified as the key factors
to be enhanced in tandem with
Malaysia’s transformation into a
high-income nation. These NKRAs
also represent areas of civil service
reform to ensure the rakyat’s needs
and expectations are met in terms
of their main touchpoints.

ADDRESSING THE RISING COST OF LIVING

While Malaysia’s inflation rate
remained low at 2.1% in 2016, the cost
of living will naturally be impacted
by the general increase in prices over
time. A moderate level of inflation, as
has been enjoyed by Malaysia since
2010, is in fact a sign of a healthy
and growing economy. However,
the cost of living is susceptible to
the impact of external factors such
as commodity prices and currency
fluctuations. This adverse impact
on prices may, in turn, affect some
groups, such as low-income earners,
more than others.

Completing the NTP’s initiatives
are the 12 NKEAs as well as the six
Strategic Reform Initiatives (SRIs)
which account for the Government’s
efforts to build the focus and
competitiveness needed for
Malaysia's economy to achieve high-
income status. This is being achieved
by prioritising the economic sectors
which contribute the most to GNI
and GDP growth while putting in
place the enablers required to ensure
a business-friendly environment and
global competitiveness among local
businesses.

In view of this, the NTP has
put in place measures to provide
immediate relief to those struggling
the most with the rising cost of living,
with emphasis on the B40 group.
Bantuan Rakyat 1Malaysia (BRIM)
is the flagship initiative under this
NKRA. Since 2012, a total of RM19.33
pillion has been disbursed to low-
income individuals and households
on a needs basis. In 2016, RM5.36
billion was disbursed to 7.28 million
households.

As detailed in the subsequent
pages of this Annual Report, in
2016 the NTP continued to deliver
on its promises as first set out in
its roadmaps in 2010. The following
is a summary of the programme’s
activities and highlights for the year.
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RAISING LIVING STANDARDS OF LOW-INCOME HOUSEHOLDS

Poverty eradication is key to
a country’s development into an
inclusive and harmonious nation.
Focusing on the different factors
which cause poverty to ensure
the nation’s hard-core and urban
poor are permanently uplifted
out of poverty, the initiatives of
this NKRA emphasise economic
empowerment for those in need.
This has contributed to the decline
in the country’s poverty level to
0.6% in 2014 from 1.7% in 2012.

Initiatives are led by the TAZAM
(Akhiri Zaman Miskin) programme
which covers seven focus areas:
AZAM Tani, AZAM Niaga, AZAM

While even the world’s safest
cities and countries cannot
boast freedom from crime, the
Government remains determined to
reduce the country’s crime rate to
ensure the rakyat’s safety and peace
of mind.

Since 2010, this NKRA has
reported an average annual decline
of 9% in Index Crime, bringing the
total reduction to 47%. In 2016, the
Index Crime rate fell by 2.8%. In
tandem with this, the Perception
of Crime Indicator (PCl) registered
a decline in the people of Kuala
Lumpur’s fear of becoming a victim
of crime to 61% in 2016 from 80%
at the indicator’s introduction in
2015. The PCl measures the public’s

Kerja, AZAM Khidmat, AZAM
Bandar and the autonomously-
operated 1AZAM Sabah and 1AZAM
Sarawak. Participating individuals
are provided the assistance most
suitable to their circumstances and
capabilities to upskill themselves.
They are then either given
access to gainful employment
opportunities or a chance to prove
their entrepreneurial skills. High-
performing participants are also
provided the opportunity to join
the Beyond T1AZAM programme,
which provides advanced training,
coaching and mentoring. The
primary goal for this programme

is to provide all successful TAZAM
participants the ability to increase
their incomes from their existing
projects by 50% for at least three
months and lead them towards
establishing their own small- and
medium-sized enterprises (SMEs).

In 2016, 7,016 new individuals
participated in TAZAM. 7,758 new
and existing participants increased
their ~ income above RM300
(more than 90% of their previous
individual income). Meanwhile,
1,719 participants in Beyond 1AZAM
increased their income by at least
50%.

REDUCING CRIME @

perception towards their most
worrying factors about crime and
safety.

At the core of this NKRA’s
activities is the transformation
of the police force through the
Modern Policing initiative, the
rehabilitation of drug offenders
and reducing recidivism. During
the year, crime-fighting efforts also
turned towards border security as
Malaysia’s growing socioeconomic
prominence has made the country
more vulnerable to cross-border
crime.
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m FIGHTING CORRUPTION

Integrity,  transparency  and
accountability  represent  critical
values of a high-income nation.
To this end, this NKRA tackles the
eradication of corruption among the
public and private sectors. Although
political will and governance play
a strong role in fighting corruption
by ensuring the existence and
enforcement of the appropriate
corruption legislation, the public
must also recognise their part in
enabling corrupt practices.

On the public sector front,
this  NKRA has focused on
transforming political financing and
the management, regulation and
reporting of political campaigns.
Following its establishment in
August 2015, in 2016 the National
Consultative Committee on Political

B IMPROVING URBAN PUBLIC TRANSPORT

A safe, efficient, affordable
and reliable urban public transport
system is the hallmark of a high-
income nation. Prior to the NTP,
urban public transport initiatives and
services have been fragmented and
did not fully address the transport
needs of Malaysia’s urbanites. This
changed with the introduction of
the NTP, which spearheaded the
introduction of subsequent land
public transport development
plans to adopt a holistic approach
to urban public transport with a
focus on building a comprehensive
transport network with first- and
last-mile connectivity.

Funding (NCCPF) held focused
discussions with Malaysian political
parties across the political divide to
gather feedback on its proposal on
political funding. This engagement
will continue with a target to finalise
the proposal for Cabinet approval
and draft the bill of the proposed
Act on political financing to be
brought to Parliament for debate.

Another highlight of efforts to
fight corruption in  Government
has been the disposal of 74.4%
of corruption cases within a
year of its registration in court,
led by the Malaysian Anti-
Corruption Commission (MACC).
This was further enabled with
the establishment of 14 special
corruption courts for each State and
Federal Territory.

Developments under this NKRA
represent among the brightest
achievements of the NTP, with
the year 2016 ushering a new era
of urban public transportation in
Malaysia. Following the completion
of the LRT Line Extension Project,
which expanded and upgraded
the LRT network for the first time
since its construction in 1998, urban
commuters further benefited from
the opening of the first phase
of the Klang Valley MRT Line 1.
These activities were additionally
supplemented by ongoing initiatives
to transform taxi and bus services
for a complete suite of urban public

Inan effort to build onthe MACC'’s
efforts, this NKRA has also placed
emphasis on inserting a corporate
liability provision in the MACC Act
in line with its initiatives to combat
corruption in the corporate sector.
Although this has yet to be achieved,
it represents a game-changing
opportunity for MACC to persecute
companies which commit graft. It
also builds on the Corporate Identity
Pledge (CIP) and Corporate Integrity
Systems Malaysia framework to
steer companies towards putting
corruption prevention measures into
practice. As of 2016, 800 companies
have signed the CIP since the launch
of this initiative under the Fighting
Corruption NKRA.

transport  services. Additionally,
measures are underway to

enhance urban public transport

payment systems to increase user
convenience and affordability.
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This NKRA brings development
to rural areas by providing basic
infrastructure to remote areas and
offering economic empowerment
programmes to rural populations.

For 2016 alone, 755.42 km of
new roads were built and 3,000
houses were provided with access
to clean water. Meanwhile, 3,233
new houses were built and 8,900
houses repaired, and 9,921 houses
were connected to electricity.

The NTP’s initiatives on
education are undertaken through
public (NKRA) and private sector
(NKEA) efforts, signalling the
Government’s holistic approach to
improving educational outcomes for
all Malaysians from early childhoold
through to the tertiary level. The
education sector has also been
identified as an engine of economic
growth due to its potential to
generate private investment and
exports of education services.

Among the Education NKRA's
achievements include improving
the performance of students
against international benchmarks,
such as the Trends International
Mathematics and Science (TIMSS)
study. Since 2011, Malaysia has

IMPROVING RURAL DEVELOPMENT

In terms of providing income
generating opportunities, the
NKRA undertakes the 21st Century
Village programme, spearheaded
by the Desa Lestari initiative which
develops the rural economy sector
through  co-operative  platforms
and commercial projects. During
the year, the Desa Lestari project
achieved 100% of its targeted 20
villages. Another initiative under the
21st Century Village programme is

registered a 45-point improvement
in the study’'s Science score to
471 and a 25-point increase in the
Mathematics score to 465 points.
The Education NKEA, meanwhile,
has helped to establish Malaysia
as an international education hub,
with 172,886 international students,
from the international school level
to the tertiary level, recorded in
2076. Subsequently, UNESCO
ranked Malaysia the ninth-preferred
destination for tertiary education
among international students in its
latest International Students Mobility
Survey. This marks an improvement
from the country’s 12th-place
ranking in 2014, The country’s
EduCity@lIskandar initiative, a fully
integrated education centre made

the Rural Business Challenge (RBC),
which encourages entrepreneurship
among rural youth. Overall,
entrepreneurs from the RBC have
recorded a 109.35% increase in
sales, with 43.47% of entrepreneurs
registering more than 100% growth
in sales. RBC projects have also
helped to generate more than
352 new jobs and create 82 new
entrepreneurs.

EDUCATION ﬁ

up of institutes of higher education,
student accommodation and

recreational and sports facilities
also continued to gain traction
with the opening of Multimedia
University’s (MMU) Johor Campus
and University of Reading’s first
overseas, full-fledged campus.
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OIL, GAS AND ENERGY

While the Government has
taken steps to reduce its reliance
on oil revenue, private sector
efforts to harness the high-value
potential of the Oil, Gas and Energy
industry remain a key driver of
the country’s economy. This has
been spearheaded by significant
downstream  projects such as
Pengerang Integrated Petroluem
Complex (PIPC), which houses the

B HEALTHCARE

The healthcare sector accounts
for another important driver of the
Malaysian economy, supported by
the new growth areas catalysed
by the Healthcare NKEA. Initiatives
are further anchored on the
Government’s efforts to enhance
the delivery of «care through
capability and capacity building,
policy improvements and active
promotion of healthcare services in
collaboration with relevant Ministries
and agencies.

In 2016, the NKEA's efforts were
focused on the clinical research,
pharmaceuticals, medical devices
and healthcare travel sectors.
Clinical research is driven by Clinical
Research Malaysia (CRM), which
positions Malaysia as a preferred
global destination for industry-

Pengerang Integrated Complex
(PIC) and Pengerang Deepwater
Terminal (PDT).

PIPC is the single largest
downstream/infrastructure investment
project in Malaysia, with an expected
total investment of RM128 billion
fromitsanchorinvestors PETRONAS
(for PIC) and DIALOG (for PDT).
The PIC continued to progress on
scheduled in 2016, reaching 50%

sponsored research (ISR) and
enables and facilitates clinical trials.
During the year, CRM reached a
crucial juncture with the introduction
of Phase 1 clinical trials in Malaysia,
marking the country’s move higher
up the clinical trial value chain.

The pharmaceuticals industry
recorded exports of RM737.3]1
million in 2016 while also providing
a platform for local companies
to enter new markets. During the
year, a new Entry Point Project was
established through a strategic
partnership between Winthrop (M)
Sdn Bhd, a subsidiary of Sanofi
Aventis Group (Sanofi), and Xepa-
Soul Pattinson (M) Sdn Bhd (Xepa)
for Xepa to locally manufacture and
export a range of Sanofi’s products.

Under the medical devices

completion at the end of the year,
while DIALOG has completed 1.3
million cubic metres of oil storage
capacity under the first phase of
PDT. DIALOG is also on track for
phase two of the oil/petroleum
terminal.

sector, RM9.69 billion in exports
were recorded for 2016. A further
significant development for the
sector includes the establishment
of two Good Laboratory Practice
(GLP) labs, which will help local
medical device-makers cut costs in
testing the safety of their products.
This is geared towards a holistic
ecosystem to support the sector.

Interms of promoting Malaysia as
a top healthcare travel destination,
the Malaysia Healthcare Travel
Council (MHTC) facilitated a number
of public-private partnerships as
well as Government-to-Government
agreements. This has contributed to
a significant increase in healthcare
travel revenue.
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This NKEA builds on Malaysia’s
expertiseand competitiveadvantage
developed over the country’s long
history as a manufacturing hub.
Under the NTP, however, activities
are focused on higher higher-value-
added businesses in tandem with
Malaysia’s transformationinto a high-
income economy. While electronic
components manufacturing remains
active, the sector has also
increasingly moved towards high-
value operations such as industrial
design, test & measurement and
electrical appliances.

The Business Services NKEA is
focused on developed new areas of
growth in which Malaysia can carve
a globally competitive niche. To
date, this has allowed the country
to nurture its expertise in the
outsourcing industry, data centres,
aerospace manufacturing, green
technology and ship repair and
shipbuilding.

The NKEA contributed RM56.5
billion in GNI in 2016, up 9% from
from the previous year despite a
slower business climate and shifting
global trends. It also continued to
drive job creation in high-value
services and knowledge intensive
industries. For example, 3,734 jobs
were created in the Shared Services
and Outsourcing (SSO) industry this
year. Malaysia has also consistently

ELECTRICAL AND ELECTRONICS (ESE)

The Malaysia Investment
Development  Authority  (MIDA)
approved 107 E&E projects
amounting to RM9.2 billion in
investments, surpassing the year’s
target of RM6 billion. Of these,
17  projects represented new
investments worth RM15 billion,
while 90 accounted for expansion/
diversification projects with an
investment value of RM77 billion.
The  majority of investments
were made up of expansion and
diversification activities in the
manufacturing of LED products,

BUSINESS SERVICES e

been ranked the third most attractive
SSO location in the world by AT
Kearney’s Global Services Location
Index since 2004.

Other highlights recorded
by the NKEA in 2016 include a
number of foreign investments and
the establishment of agreements
with foreign companies: Malaysia
Airlines and US company Aircraft
Propeller Service entered into a
joint venture to build Asia’s first
ATR  aircraft  turboprop  MRO
facility, Japan’s Asahi Aero Malaysia
Sdn Bhd opened an RMI18 million
aircraft parts surface treatment
facility, its first in Southeast Asia;
and Swiss company RUAG Aviation
opened its new 24,000-square-foot
component repair centre, the first
of its kind in Asia. Meanwhile, the

household appliances, and solar
wafers and cells.

As a result, Malaysia’s E&E
exports rose by 3.5% to RM287.72
billion in 2016, accounting for
almost half of the country’s total
exports last year. Furthermore, the
sector has catalysed the creation of
108,920 employment opportunities
as at the end of 2016, with 157,000
more jobs expected to be created
by 2020.

data centre sector, which is driven
by business’s demand for storage
and use of digital information, saw
VADS Bhd start building a new
100,000-square-foot data centre
in Nusajaya, Johor, which will be
linked to a similar facility to be built
in Cyberjaya, Selangor through a
100Gbps high-speed fiber optic link.
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m GREATER KUALA LUMPUR & KLANG VALLEY

The Greater Kuala Lumpur and
Klang Valley (Greater KL/KV) is
unique among the NKEAs in that it is
focused on a geographical location,
centred on Malaysia’s capital city
and its surrounding suburbs.

During the vyear, this NKEA
witnessed tangible outcomes of
six years of hard work initiated at
the start of the NTP. In addition to
the commencement of the MRT
Line 1, it also recorded the signing

The Financial Services NKEA
is a strong example of the private
sector taking the lead in economic
activities, facilitated by the
Government and other regulators.

During the vyear, the financial
system remained resilient due to
the well-capitalised banking system
and in spite of external factors such
as soft conditions in the oil and
commodities markets. The capital-
markets also continued to be robust,
recording a value of RM2.8 trillion.

Financial  Services highlights
during the year include progress
in the single insurance and takaful
business conversion exercise and
growing adoption of new digital
technologies in financial services
with the introduction of peer-to-
peer financing.

of a bilateral agreement between
the Malaysia and  Singapore
Governments to commence the
High-Speed Rail (HSR) link between
our two nations. To position Malaysia
as a hub for commercial activity and
talent, InvestKL secured the entry of
13 new multinational corporations
(MNCs), bringing the total number
of MNCs setting up their regional
operations here to 64 since the
start of the NTP; while TalentCorp

FINANCIAL SERVICES

facilitated the approval of more then
4,000 skilled Malaysians to return to
work here from abroad. The River of
Life project, which has seen several
attempts at initiation since even
before the NTP, also demonstrated
encouraging progress with the
river cleaning portion starting to
show results in improving the water
quality of the iconic Klang and
Gombak rivers and its tributaries.
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The Wholesale and Retail NKEA
aims to capitalise on Malaysia’s
strong private consumption by
facilitating investments in the sector
and assisting small retailers increase
their competitiveness. In addition
to brick-and-mortar shopping, the
NKEA also promotes the growth of
e-commerce.

In line with this, seven new
hypermarkets and 12 new
superstores opened their doors

WHOLESALE AND RETAIL

during the year, while Lulu Group, a
major retailer from the Middle East,
also commenced its operations
here during the year. In terms of
supporting small retailers, the
TUKAR and ATOM programmes
continued to transform  local
retailers and automotive workshops.
The TUKAR programme signed up
151 new participants in 2016, while
100 new ATOM participants were
recorded.

COMMUNICATIONS CONTENT AND INFRASTRUCTURE

Efforts under this NKEA are
aimed not only to drive Malaysia’s
communications and creative
content activities higher up the
value chain, it also seeks to leverage
digital platforms to create additional
income for Malaysians, especially
the B40 group.

During the year, activities were
focused on the development of
digital applications and content
while expanding communications
connectivity. To this end, the Bay of
Bengal submarine cable to enhance
broadband connectivity was
completed in 2016 while creative
content recorded export growth of
182% to RM1.22 billion. Furthermore,
high-speed broadband ports were
also increased to 281,262, with new
towns and cities including Kangkar
Pulai, Johor; Kemasek, Terengganu;
Bukit Palah, Melaka; Kota Belud,
Sabah; and  Lundu, Sarawak

benefiting from this initiative.
Broadband coverage also improved
with the addition of 127,546 ports
providing high speed broadband in
sub-urban areas (SUBB).

TR
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" 3 TOURISM

The tourism industry continues
to build on Malaysia’s prominence
as an internationally-renowned
destination by focusing
on new opportunities for growth.
The country continued to gain
recognition and was named Asia’s
Leading Destination at the World
Travel Awards 2016 and the No.
1 Muslim-friendly Destination by
MasterCard-Crescent Rating 2016.
The industry recorded 26.7 million
tourist arrivals in 2016, from 25.7
million in 2015, and registered RM13
billion in tourism receipts.

tourist

The NKEA undertook the Tourism
Lab 2.0 in 2016, identifying culture,
arts, heritage and crafts as well as
birding, diving and homestays as
new areas to be developed. At the
same time, the ecotourism cluster
and cruise industry continued to
provide strong avenues for growth.
Furthermore, Malaysia has emerged
as one of the region’s top business
destinations, hosting highly
accredited Meetings, Incentives,
Conferences and Exhibition (MICE)
events.

3 PALM OIL AND RUBBER

As the world’s second-largest
exporter of crude palm oil, with 5.6
million  hectares of planted area
out of the 7.9 million hectares of
agricultural land available, palm oil
continues to be Malaysia’s leading
commodity. Through the NTP,
the palm oil industry has been
geared towards unlocking higher-
value potential while creating
opportunities  for  smallholders.
In terms of the rubber industry,
this NKEA has focused on raising
demand as well as the quality of
supply.

As aresult, the country produced
15.85 million tonnes of crude palm oil
for the domestic and foreign markets
in 2016, valued at RM52.2 billion. The
Government also fully implemented
the Malaysian Sustainable Palm Oil
(MSPO) certification in line with
global standards for quality and
environmental compliance, with

122,521 hectares of palm oil land and
seven palm oil mills certified in 2016.
Meanwhile, the rubber industry

recorded strong growth in the
price of Standard Malaysian Rubber
grade 20 to RM8.71 at the end of
2016 from only RM4.81 in 2015.
Although rubber production and
exports of natural rubber have been
on the decline, the country remains

A further highlight for the
industry in 2016 includes the
introduction of Visa-free entry

and eVisa facilities in March 2016,
aimed mainly at facilitating travel
from China. This resulted in a 26.7%
increase in Chinese tourist arrivals
for the year.

the world’s fifth-largest producer
of natural rubber. Malaysia is now
renowned globally for its high-
quality and competitively priced
rubber products. This contributed
to a marginal year-on-year growth
of 0.9% in its exports of rubber
products in 2016, surpassing RM18
billion.
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The Agriculture NKEA focuses
on driving local companies up the
value chain through the adoption
of better standards, technology
transfer and facilitation of higher-
value activities, utilising the anchor
company model to expand export
presence while leading smaller
players towards achieving larger
market share. Collectively, this
enables companies to demand
better pricing thus increasing their
income.

The sector recorded a
breakthrough in 2016 with the
signing of the protocol allowing

COMPETITION, STANDARDS AND LIBERALISATION

Aimed at enabling an
environment that is conducive for
business in Malaysia to raise the
country’s global competitiveness,
this SRl continued to record
milestones including the issuance
of two decisions against companies
found guilty of anti-competitive
practices, following the Malaysia
Competition Commission’s
(MyCC) fifth year of enforcing
the Competition Act 2010. On the
Standards front, standards adoption
gained further traction with a 10%
growth to 1,070 in the number of
companies being certified on various
standards. In terms of Liberalisation,

raw and unclean bird’s nests from
Malaysia to China. Signed during the
YAB Prime Minister’s visit to China,
the protocol is expected to drive
the price of Malaysia’s bird’s nests
exports up to between RM3000
and RM5,000 per kg from RM1,000
per kg previously. This will benefit
10,000 bird’s nest farmers. Another
achievement includes the higher
average annual incomeR earned by
farmers involved in the NKEA’s mini
estate paddy farming initiative; to
RM42,000 in 2016 from RM33,500
in 2012.

following the liberalisation of 45
services sub-sectors, the Malaysia
Services Development  Council
(MSDC), which oversees the
liberalisation process, continues to
improve the regulatory environment
by reducing or eliminating laws
while the Malaysian Productivity
Corporation  (MPC) has also
reviewed and recommended the
removal of various regulations
for the education, healthcare,
professional services, construction
industries and ICT sectors.

AGRICULTURE 4
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. HUMAN CAPITAL DEVELOPMENT
\

The Human Capital Development
SRl  focuses on upskiling and
reskilling the country’s talent pool
to meet the human capital needs
of a high-income nation, while
enabling workers to secure higher-
income jobs through capability-
building programmes as well as the
appropriate legislation.

Among efforts include the
establishment of a partnership
between the Department of
Skills Development, the German-
Malaysian Institute (GMI) and
Malaysian German Chamber of
Commerce and Industry for the
introduction of the Dual Vocational

Training Programme (DVT). The
programme is set to be expanded
with  further funding from the
Ministry of Human Resources, while
the Penang State Government also
sponsored RM2 million to expand
the programme in the state.

Other highlights include the
continued momentum  of the
National Human Resources Centre
(NHRC) in supporting the human
resource management capabilities
of SMEs, in addition to capability-
building programmes which saw the
participation of 33,735 employees
in 2016. This earned the employees
certifications and diplomas in
Human Resources.

@ PUBLIC FINANCE REFORM

The Public Finance Reform
Strategic Reform Initiative
implements public finance-related
policies recommended by the
National Economic Advisory Council
(NEAC) in the New Economic
Model (NEM). It aims to strengthen
Malaysia’s fiscal position that had
been weakened following the 1998
Asian Financial Crisis.

Since its commencement, the
SRI has assisted the Government
to gradually reduce its fiscal deficit
from 6.4% in 2009 to 31% in 2016. As
a result, the Government continues
to maintain its target of achieving a
balanced budget by 2020.

A number of initiatives have
been implemented to achieve
this, including strengthening tax
administration and  compliance
by the Inland Revenue Board of
Malaysia (IRBM) and the Royal
Malaysian  Customs Department
(RMCD). This has allowed IRBM to
collect RM2 billion and RMCD over
RM150 million more than their usual
collection target.

This SRl alsoled the development
and implementation of the Goods
and Services Tax to replace the Sales
Tax and Service Tax. In addition
to improving the Government’s
finances, the GST introduced a
safety net for the public for essential

One major breakthrough of
this SRI was its initiation of the
Minimum Wage Order 2012, which
institutionalised minimum wages
for the domestic labour market to
raise living standards of Malaysian
workers, especially the lower-
income groups. Under this Order,
the minimum wage for workers in
Peninsular Malaysia as well as Sabah,
Sarawak and Labuan was initially set
at RM900 and RM800, respectively.
In July 2016, the minimum wage was
raised to RMI1,000 for Peninsular
Malaysia and RM920 for Sabah,
Sarawak and Labuan.

goods and services which are GST-
exempt, such as healthcare and
education.  Furthermore, certain
goods and services such as basic
household items are subject to 0%
GST.
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This SRI was established to
improve outcomes for Bumiputera
in the areas of corporate equity,
employment, entrepreneurship,
human capital and ownership of
non-financial assets. Its initiatives are
undertaken through the Bumiputera
Economic Transformation Roadmap
overseen by Unit Peneraju Agenda
Bumiputera (TERAJU). Since 2011,
TERAJU has introduced 27 main
programmes aimed at driving
wealth creation among Bumiputera
individuals, entrepreneurs, SMEs,
corporates and Government-Linked
Companies.

NARROWING DISPARITY @

From 2011 to 2016, the
Roadmap created RMI108 billion in
employment opportunities, funding
and investment. Programmes such
as Dana Mudahcara (Facilitation
Fund) provided grants for the
infrastructure and equipment
costs of projects. As at the end of
2016, RM1.57 billion in funding was
approved, generating RM13.18 billion
in investments for 469 projects.
This catalytic activity also created
43,371 employment opportunities. In
the area of human capital, Yayasan
Peneraju Pendidikan Bumiputera

provides scholarships at the school,
tertiary and professional certification
levels, with 6,239 scholars in 53
programmes identified as recipients
during the year.

PUBLIC SERVICE DELIVERY TRANSFORMATION (PSDT) .

Aimed  at
processes and service quality of
public services, a series of pilot
projects were undertaken to test the
ability and capacity to achieve quick
positive outcomes. The projects are
then scaled up towards driving new
nationwide standards for public
service delivery.

Projects in 2016 included
the Ministry of Health’'s (MOH)
LEAN Healthcare initiative and
the Ministry of Federal Territories’
(Kementerian Wilayah Persekutuan
- KWP) Projek Perumahan Rakyat/
Perumahan Awam (PPR/PA)
Lift ~ Transformation and Road
Maintenance Transformation.

improving  the

LEAN Healthcare is aimed
at improving the quality of care
provided by public hospitals by using
existing resources to enhance the
patient experience and add value to
the public health service. To date, the
process has been implemented in 36
MOH hospitals nationwide and has
since proven its worth in enhancing
the delivery of healthcare services in
Government hospitals. In 2016, 80
LEAN projects were implemented
in these hospitals, recording an
average improvement of between
20% and 50% in patient waiting
times. Meanwhile, KWP's PPR/
Lift  Transformation programme
has expanded to five PPRs/PAs,

while  the Road Maintenance
Transformation programme  saw
improvements to 136 km of 43 main
and protocol roads around the KL
Central Business District in 2016.
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THE LAST MILE OF TRANSFORMATION

As announced by the YAB Prime
Minister’s Office in January 2017,
we reached another milestone in
2016, marked by the transition of
performance management and KPI
monitoring of the NTP to the civil
service.

Where PEMANDU has
previously introduced the process
of transformation, monitored
and supported the civil service
in implementing the NTP, it was
determined in 2016 that some
NKRAs, NKEAs and SRIs were
to be fully transferred to the civil
service - allowing independent
implementation of transformation
initiatives by the civil servants.

In tandem with this transition,
the NTP will be tasked to the Chief
Secretary to the Government, YBhg.
Tan Sri Dr. Ali Hamsa in 2017. Since
his appointment in 2012 as the
country’s top civil servant, YBhg. Tan
Sri deserves our utmost gratitude
for his support and commitment to
the NTP. PEMANDU will continue
to support the Government in
performance  management and
delivery of the NTP for the next
two years to ensure a smooth and
successful transition.

I would also like to take this
opportunity to thank YAB Prime
Minister and the Government for
giving PEMANDU an opportunity

to play a part in the national
transformation agenda. The journey
has not been without its challenges,
sometimes compounded by the
career cynics, who lack the belief
that we would ever achieve anything.
| am, given the results and outcomes
we have illustrated thus far, glad to
say that Malaysia is on the right path
along our transformation journey. |
am confident that the civil service
will continue to build on their good
work undertaken since 2010. |
encourage them to continue raising
the bar in setting the standard for
best transformational practices.
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IMPROVING URBAN PUBLIC TRANSPORT

DATO’ SRI
. LIOW TIONG LAI
&- Minister of Transport

The year 2016 ushered in a new era of urban
public transportation in Malaysia with the opening

TU UU R of Phase 1 of the Klang Valley Mass Rapid Transit
(MRT) Line 1, spanning Sungai Buloh to Semantan.
The completion of the MRT represents a promise
delivered by the Government, paving the way
towards a world-class public transport system.
Y ‘ .

ONE STEP

Commuting in and around our cities is now better
& , than ever, with a range of reliable, affordable, safe
k! < 7 = and eco-friendly options available to the public.

. The Government’s efforts to enhance our
urban public transport network are not only aimed
at enabling the efficient movement of people
and goods, but also building environmental
sustainability. We also hope to improve commuters’
quality of life by providing travelling option for
the public, allowing the rakyat to spend less
time caught in traffic and save travel costs. With
activities in 2016 focused on expanding our rail
services, such as with the launch of the MRT and
the LRT Extension Project, in addition to measures
to improve bus services and the taxi industry
transformation which is currently underway, we
are confident of attaining our target of 40% modal
share for public transportation in Greater Kuala
Lumpur/Klang Valley (Greater KL/KV) by 2030.

In doing so, there remains a need to enhance the
overall connectivity of our urban public transport
network, especially in terms of the first- and last-
mile, to encourage demand for public transport.
This will complement the capacity improvements
the Government has put in place over the past few
years to provide the rakyat with a variety of options
for commuting in and around urban areas.

We have already seen a positive impact from
the improvements in urban public transport so far
and | hope that the rakyat will continue to join us
on this exciting journey towards building a public
transport network that we can all be proud of.
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The MRT Sungai Buloh-Kajang Line.

OVERVIEW

The Improving Urban Public
Transport National Key Results Area
(UPT NKRA) has seen significant
investments since 2010 in order
to enhance the adoption of public
transport in the Greater Kuala
Lumpur/Klang  Valley  (Greater
KL/KV) area. In 2016, RMI106.5
million was spent to improve the
connectivity and accessibility of
the public transportation network
within Greater KL/KV, enhance the
network’s capacity and increase
overall customer satisfaction. These
efforts have now materialised and
can be seenin the encouraging 2016
KPI achievement of 84%, surpassing
progress made in previous years.
The public transport modal share
in Greater KL/KV has also improved
from 10% in 2009 to 20% as of 2015.

The population of the Greater
KL/KV region is expected to reach
10 million by 2020, and with it,
increase traffic congestion which
not only causes inconvenience
and frustration, but also results
in economic losses due to lost
productivity, wasted fuel and
environmental pollution. Switching
to the use of public transport for
the majority of daily commutes by
urbanites is expected to ease this
congestion and mitigate its effects.
Public transport commuters also
gain peace of mind by avoiding the
inconveniences of searching for
parking and other stresses related
to driving private vehicles. The
increased connectivity between
Greater KL/KV’s many suburban
centres and the Central Business
District (CBD) further allows people

to capitalise on career opportunities
in the city.

In 2016, the public transport
network in Greater KL/KV received
a significant capacity increase,
with the completion of several
high-impact projects. Aside from
enhancing the rail network, seen
as the backbone of Greater KL/
KV  public transport, the UPT
NKRA has also improved bus and
taxi services, which provide vital
first-and-last-mile connectivity
to the rail system, as well as other
intermediary infrastructure and ‘soft’
measures aimed at increasing the
attractiveness of public transport.
All  efforts to improve urban
public transport have significantly
increased public transport modal
share in Greater KL/KV.
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The YAB Prime Minister and the Chief Secretary to the Government,
Tan Sri Dr. Ali Hamsa, at the launch of MRT Phase 1.

Imagine this: by the year 2020, there
will be an estimated 10 million people
living in the Klang Valley, all of whom
will travel around the Greater Kuala
Lumpur area by car. With such growth,
both in population and in the number
of cars, the roads will not be able to
accommodate all these vehicles that will
be making their way in and out of the
city. Traffic conditions will only get worse
and perhaps even be gridlocked for long
periods.

MRT Corp has estimated that
some 529,000 users will

use the MRT Sungai Buloh-
Serdang-Putrajaya line once
it comes online in 2022,
following the full launch of
the Sungai Buloh-Kajang
line in third quarter 2017.

“Mass Rapid Transit Corporation Sdn
Bhd (MRT Corp) envisions that the Mass
Rapid Transit (MRT) will be a solution
to traffic congestion by reducing the
number of people having to rely on
private cars for commuting,” says MRT
Corp CEO Dato’ Sri Shahril Mokhtar.

MRT Corp has estimated that some
529,000 users will use the MRT Sungai
Buloh-Serdang-Putrajaya line once it
comes online in 2022, following the full
launch of the Sungai Buloh-Kajang line in
third quarter 2017.

Besides being a solution for
transportation needs, Dato’ Sri Shahril
says that the MRT project will create
employment  opportunities for an
estimated 130,000 people. This in turn

will generate a Gross National Income
(GNI) of between RM3 billion and RM4
billion per annum from construction and
operations alone from 2011 till 2020.

Furthermore, aside from improving
connectivity and spurring economic
growth, the MRT is anticipated to result
in a host of other benefits such as higher
productivity gains and a better quality of
life.

“For example, with travel time
reduced, as people are no longer stuck
in traffic jams, productivity is expected
to increase to 280 million hours annually.
This will translate to RM20 billion per
annum in time savings,” he says.

“The MRT will certainly be at the
forefront of changing the landscape
of land public transport in Malaysia.
With high levels of reliability, safety
and integration, hopefully the MRT will
be able to shift the rakyat's mind-set
towards utilising it.”

“I believe there were two critical
success factors in the implementation
of the MRT project. Firstly, the structure
of the MRT project, with the MRT
Executive Committee chaired by the
Chief Secretary to the Government,
which has enabled efficient decision-
making and problem solving, especially
in those areas involving various parties
and Government agencies,” Dato’ Sri
Shahril says.

He continues that the committee
comprises of heads of agencies and
authorities. Any issues arising can be
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resolved at the highest level through
this forum, thus ensuring construction of
the MRT runs according to schedule. In
addition, its Project Delivery Partner has
provided strong project management
expertise that has resulted in timely
delivery by contractors. Moreover, the
rapport between MRT Corp and the
Land Public Transport Commission
(Suruhanjaya  Pengangkutan — Awam
Darat - SPAD) has been paramount in
running the project smoothly.

“The Urban Rail Development Plan
(URDP) is important in ensuring that an
integrated rail network system with good
connectivity is developed. The MRT
project is a critical component of the
Klang Valley Urban Rail Network. What's
more, SPAD was also the authority to
give the final approval to both the SBK
and SSP Line Railway Schemes. Thus,
we had to work closely to obtain the
final approval as efficiently as possible,”
explains Dato’ Sri Shahril.

It should also be noted that SPAD
chairs the MRT Technical Committee,
which meets to solve all project-related
issues and guarantees a seamless
process in executing the project.

A project of such size and magnitude
as the MRT however, has seen its share
of challenges. These included building
through very developed urban areas,
making construction a challenge as
there was limited space to work with.
This also made safety a big concern as
the construction took place in an area
where people come and go, 24 hours
a day, seven days a week. MRT Corp
addressed this by implementing high
safety standards at the construction site
together with various other measures
such as Traffic Management Plans and
awareness programmes with the public.

“MRT Corp places a lot of importance
on Safety, Health and Environment
(SHE). Currently, the construction
industry in Malaysia has a very low
understanding on SHE. MRT Corp
together with its Project Delivery

The YAB Prime Minister riding the MRT SBK Line.

Partner initiated collaboration with CIDB
(Construction Industry Development
Board) Malaysia and NIOSH (National
Institute of Occupational Safety and
Health) Malaysia to further improve
education in safety for the MRT project.”

“This collaboration set a benchmark
for Malaysia’s safety standards in the
construction  industry, inadvertently
becoming a reference point for other
players in the construction industry to
improve their safety standards,” explains
Dato’ Sri Shahril.

Learning from the experience of
constructing the SBK line, MRT Corp has
introduced five major initiatives to boost
SHE standards for the construction
of the KVMRT. They are Construction
Design  Management, Specifications
and Contractual Obligations, SHE
Performance Scheme, Safety Passport
Scheme, and Master Trainer Programme.
The initiatives are not only aimed at
reducing the number of incidents at
the MRT project worksites but also at
developing a culture of ownership on
SHE aspects by the Work Package
Contractors.

Moving forward, Dato’ Sri Shahril
would like to see the MRT project as the
project that sets the benchmark in terms
of project management, delivery of the

IKMAT = cowsamenr 5= # JOMNAIK
S #JOMPAIKMRT =

project and also in terms of integrity and
good governance. For the size and value
of the project that is based on utilising
public funds, it is important to ensure
that there is a high level of transparency.

“Ultimately, the proof of any pudding
is in the eating. For the MRT project, the
proof of MRT Corp’s success is of course
in its timely delivery, within the stipulated
budget, and in the working of the railway
system,” he says.
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The LRT line extension
recorced an average
daily ridership of
440,000 since its
inception, the line
extensionis a
testament to UPT
planning which meets
the needs of

the rakyat.
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RapidKL four-car train set for LRT line.

These efforts have clearly
paid off, as also demonstrated
by the results of the Land Public
Transport Commission’s (Suruhanjaya
Pengangkutan Awam Darat - SPAD)
2016 Customer Satisfaction Survey
conducted by Ipsos. The survey
showed that overall customer
satisfaction with public transport
has increase to 84% in 2016 from
74% in 2015, mainly due to the
LRT Extension Project. Notably,
the improvement in customer
satisfaction was also contributed by
more convenient taxi services due
to mobile applications. The survey
also showed a positive outlook

for public transport use, recording
an improvement to 78% in 2016
from 67% in 2015 in respondents’
likelihood of using public transport
in the future.

In order to ensure that the
UPT NKRA meets - and even
exceeds - the expectations of the
rakyat, extensive benchmarking of
world-class public transportation
infrastructure  from across the
globe has been conducted, with the
adoption of these practices tailored
to local conditions. For example, the
recent Taxi Industry Transformation
Programme (TITP), which aspires
to overhaul the industry’s systemic
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issues, is an example of this rigorous
approach. Malaysia’s taxi industry
was benchmarked against those
from the UK, Singapore, Australia,
Dubai and Indonesia in terms of its
business models, driver assessments,
accreditation and training, as well as
market entry costs. Ridesharing/e-
hailing service regulation in various
other markets was also scrutinised.
This ensures that Malaysia adopts
a progressive approach to taxi and
ridesharing services which will be
beneficial for the rakyat.

Several infrastructure projects
involving the rail network that serves
Greater KL/KV were completed
and launched in 2016, with several
more either in the planning or
implementation stages.

The  completed LRT  Line
Extension Project (LEP) was launched
as scheduled in July 2016, connecting
Kelana Jaya and Sri Petaling to
Putra Heights. 23 new stations and
35km of new rail tracks have been

MRT feeder bus.

added between the Sri Petaling and
Kelana Jaya stations, extending the
Kelana Jaya Line to 46.4km and the
Ampang Line to 44.7km. Recording
an average daily ridership of 440,000
since its inception, the line extension
is a testament to UPT planning
which meets the needs of the rakyat.
The LEP also extends commuters’
accessibility to other urban rail
networks, including Keretapi Tanah
Melayu (KTM) Komuter stations and
Bus Rapid Transit (BRT) Sunway
services.

Meanwhile, the first phase of the
Klang Valley MRT Line 1 from Sungai
Buloh to Semantan began operations
on 16 December 2016. Despite several
challenges along the way, this mega-
project registered savings of RM2
billion from the initial target cost of
RM23 billion, and the entire 5lkm
Sungai Buloh to Kajang line is on
track to be completed as scheduled
by July 2017.

Improvements to the rail network
extend beyond just infrastructure
upgrades. KTM also charted several
service delivery successes, with its
KTM Komuter services during the AM
peak period (7am-9am) registering
an on-time arrival rate (defined as
within a margin of 10 minutes of
the scheduled arrival time) of 97%
following the deployment of new six-
car sets in Greater KL/KV to cater
to a growing number of commuters.
The enhancement initiated five
years ago took a holistic approach
and addressed supply issues for
KTM  Komuter to increase the
capacity and reduce wait times for
passengers, especially during peak
hours. Headway for KTM Komuter
trains during peak hours has since
improved from 45 minutes to 15
minutes, making rail travel a more
convenient option.

While the rail network makes up the
backbone of the urban public transport, the
hus network and taxi services are also high
priorities under the UPT NKRA.
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An MRT train set on the Sungai Buloh-Kajang Line.

Further to this, on 19 October
2016 KTM launched its Automated
Fare Collection (AFC) system. A
new contractor was appointed
to oversee the project, with the
Delivery Management Offices of
the Ministry of Transport and the
Land Public Transport Commission
(SPAD), as well as the KTMB Steering
Committee closely monitoring it to
ensure effective implementation.

The AFC uses
stored-value cards (also known as
KomuterLink) that can be purchased
at ticket vending machines and

tokens and

customer service counters throughout
all 53 KTM Komuter Stations. This
new system is able to capture travel
statistics and data that will provide
KTMB with insights into ridership

trends and patterns. Subsequently,
KTMB will be able to provide better
comfort, convenience and safety in
terms of infrastructure and facilities
at its stations. It will also assist KTM
in creating loyalty programmes and
benefits for frequent commuters.

The AFC is also expected to help
minimise loss of revenue by cutting
down on fare dodging. It is also
expected to make public transport
more appealing to car users by
making the KTM Komuter service
more convenient. In anticipation of
the upcoming Integrated Common
Payment System (ICPS), which will be
the standard ticketing system among
all rail operators in the Klang Valley,
the AFC system, in its current form,
will be conveniently integrated into

the wider ICPS service once the latter
is ready for launch.

While the rail network makes up
the backbone of the urban public
transport, the bus network and
taxi services are also high priorities
under the UPT NKRA, providing
many commuters access from their
residential areas to rail corridors as
well as within the residential areas.

2016 marked the first full year
of operations for the Bus Rapid
Transit (BRT) Sunway line, serving
500,000 people in Bandar Sunway
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and Subang Jaya and connecting
them to KTM Komuter and LRT.
This 5.4km stretch passing through
seven stations recorded up to
6,000 commuters daily - 50% more
than the previous year. A major
contributing factor to the ridership
growth was the commencement
of the LRT extension in July 2016,
which boosted the connectivity and
take-up rate on public transport.
The BRT Sunway team has also
been relentless in their marketing
efforts, which focused on students,
senior citizens and the disabled.
Besides the introduction of a 50%
fare discount to students, the
project team, in collaboration with
nearby higher learning, have also
informed new student intakes of

their eligibility for fare discounts as
well as facilitated the application
and issuance of BRT cards.

Following the implementation
of the Bus Network Revamp in
2015, the utilisation of Prasarana’s
stage buses outperformed the
higher KPI target set for 2016
- coming in at around 80%
consistently throughout the year.
This was due to the increased
demand for buses stemming
from the LRT extension and the
rollout of MRT Line 1, as well as the
addition of a new KPI to address
the stage bus driver shortages in
Greater KL/KV. The Bus Network
Revamp aimed to improve the
first- and last-mile connectivity
of bus services between rail and
other public transport hubs, and
for direct services within Greater
KL/KV where rail services do not
reach. Efforts continued to increase
bus area coverage (especially in
previously underserved routes)
and frequency, as well as enhance
bus operator performance and
network efficiency.

RapidKL Stage buses.

Bus Stop Info Panels have been
installed at high-traffic areas within
the Greater KL/Klang Valley. These
panels help the rakyat plan their
journeys more effectively, as route
numbers, each bus stop served
and bus schedule information
will be displayed on the panels. A
total number of 3,000 info panels
were targeted for installation, but
due to operational issues faced
during installation, the actual
number of info panels installed as
of 31 December 2016 amounted
to 1,290. Both SPAD and Ministry
of Transport (MOT) have closely
monitored the project to ensure
the installation will continue to be
completed in 2017.

To further improve first- and last-
mile connectivity, the Taxi Industry
Transformation Programme (TITP)
was introduced to improve the
taxi industry in a comprehensive
manner, encompassing not only
the existing fleet of registered taxis,
but also the as-yet-unregulated
ridesharing / e-hailing services,
including Uber and Grab.
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The launch of the TITP followed
after a lab conducted by SPAD
and PEMANDU in late 2015, which
produced several recommendations
endorsed by the Economic Council in
April 2016 and received the Cabinet’s
approval-in-principle in  July 2076.

The recommendations included
N initiatives under four key areas,
namely:

+ the regulation of e-hailing
(ride-sharing) applications;

* the improvement of  taxi
drivers’ income and welfare;

* the improvement of  taxi
drivers’ service quality and
conduct; and

+ the harmonisation of taxi
fares  for  greater  industry
competitiveness.

A number of taxi drivers and
operator associations were engaged
and syndicated throughout the
lab. More than 30 meetings and
syndications were carried out to test
new ideas and initiatives that would
improve the taxi industry as a whole.
While taxi associations were receptive

Teksi IMalaysia (TEKSIM)

to the initiatives to improve their
livelihood and welfare, the reception to
the legalisation of private hire e-hailing
services was, however, polarised.
The lab nonetheless proposed for
the legalisation of e-hailing, while
also proposing that the barriers to
entry for taxis be reduced, ensuring
standard clauses are present in all
taxi contracts and the liberalisation of
vehicle options for taxis.

Meanwhile, the Centralised
Taxi Service System (CTSS) will be
introduced as new technology to
improve the quality of taxi services.
CTSS is a technological infrastructure
which consists of a core system and
a mobile app interface for the driver
which enables the performance
monitoring of taxi service delivery.
Most importantly, the system will assist
SPAD to carry out its enforcement
and monitoring duties with regard
to the taxi service performance and
management. The data collected from
the CTSS will also ease analysis and
planning of taxi services, improving
the industry as a whole.

The Taxi Industry
Transformation
Programme (TITP)
was introduced to
improve the taxi
industryina
comprehensive
manner.
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Infrastructure upgrades
and extensions, performance
enhancements, and quality of
service improvements have all
been part and parcel of making
urban public transport a smart and
viable choice for city commutes.
Initiatives under the UPT NKRA are
also aimed at making urban public
transport an attractive, convenient
choice through a variety of ‘push’
and ‘pull’ factors.

In terms of ‘pull’ initiatives, more
Park ‘'n Ride facilities have been built
at strategic locations throughout
the Greater KL/KV rail network,
with a total target of 7000 parking
bays. 2016 saw 1,547 new parking
bays in Park ‘n Ride facilities at
Taman Paramount, Taman Jaya,
Taman Bahagia, UKM and Nilai.

Similarly, Parkway Dropzones
are being built at high ridership
rail stations for better integration
of existing infrastructure, such as
bus stops with covered walkways,
to encourage car-sharing and act
as a transit facility for bus/taxi
passengers to board rail services.
The first Parkway Dropzone was
completed at Kampung Dato Harun
on 13 September 2016.

The NKRA has also spearheaded
a solution to provide real-time travel
information for urban public transport
users to plan their commute. SPAD
has developed a Journey Planner
app which is targeted to be launched
in 2017. The app is designed to help
commuters find land public transport
services to and from a destination
within Greater Kuala Lumpur/Klang
Valley. Commuters will be provided
with an integrated platform that
includes multimode and multi-

Park 'n Ride at Salak Tinggi.

Parkway Dropzone at Kampung Dato Harun.

operator service information via a
search engine. The application will
also display the best options for an
individual’s trip, based on real-time
information, once the user has keyed
in their start and end destinations.
The project team is currently working
on addressing fixes and new builds to
ensure the app will be beneficial to
the public once it goes live.
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. Passengers boarding a Rapid KL bus.

The urban public transport
capacity reached 61,978 passengers
per hour per direction (pphpd) last
year, and this is expected to grow to
127,578 pphpd by 2020, an additional
capacity of 61%. This capacity boost
will help alleviate the choking traffic
conditionin KL CBD - but only if ‘push’
initiatives are effectively put into
place. In response to this, a KL Travel
Demand Management Workshop
was organised in May 2016 by Dewan
Bandaraya Kuala Lumpur (DBKL)
in partnership with various related
agencies including SPAD to plan the
implementation of ‘push’ initiatives.
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This is to support the overall aim of
reducing private transport modal
share in the KL CBD (especially
around the Middle Ring Road 1)
during the AM peak period to 60%
by 2020. With all the ‘pull’ initiatives
in place and ongoing, it is crucial to
be supplemented by significant ‘push’
initiatives to ensure strong adoption
of land public transport in KL CBD
and subsequently help improve traffic
congestion.

The workshop came up with nine
initiatives that could be implemented
by DBKL and SPAD within the
short-term (three years). The report

——— e —

was submitted to DBKL, and the
outcomes presented to the Mayor.

The workshop’s outcomes have
also been presented to the CEO of
SPAD and received the commission’s
full support. Following this, further
detailed discussions will need to take
place between DBKL, SPAD and
other related agencies.

Managing travel demand,
while important for the long-term
sustainability of a growing city like
Kuala Lumpur, will not be easy.
For instance, in July 2016, DBKL
announced a 150% increase in DBKL
parking charges for on-street parking
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within the CBD, which resulted in
some controversy. Despite the public
pushback, it is a step in the right
direction, especially since the last rate
increase was in 1984. In future, as the
public transport capacity in Greater
KL continues to grow and the level
of convenience for public transport
continues to improve, more efforts
must be directed at driving demand
for urban public transport.

The urban public transport capacity reached 61,978
passengers per hour per direction (pphpd)last
year, and this is expected to grow to 127,578 pphpd
by 2020.

Source: Operator Analysis by SPAD
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Taxis in Kuala Lumpur.

MOVING FORWARD »

Having focused on monitoring
urban public transport AM peak
ridership as a KPI, the UPT NKRA
will shift towards monitoring daily
ridership for a better reflection of the
full impact its efforts are creating.

In terms of rail connectivity, the
full Klang Valley MRT Line 1 will be
completed by July 2017, followed by
Line 2 in 2022. MRT Line 3 (Circle
Line) has undergone a feasibility
study, the results of which are being
assessed. To further provide better
connectivity and manage consumer
demand, remedial measures will be
considered and taken to address
issues relating to delayed projects
such as the KL Monorail Fleet
Expansion Project (KLMFEP), which

is crucial to alleviate bottlenecks
at some Monorail stations. The
three-year delay in the KL Monorail
expansion project has warranted
close monitoring by both PEMANDU
and the Ministry of Transport (MOT),
escalating to the YAB Prime Minister
for immediate intervention. A Third
Supplementary  Agreement was
signed on 3 March 2017 to address
contract issues and facilitate the
delivery of the remaining six trains
for the project scheduled in 2017.
All parties have been working
hard to ensure the completion of the
project, with ongoing monitoring of
implementation, rigorous problem-
solving exercises and coordination
meetings held every two weeks.
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The KL Monorail Expansion Project
will add greater capacity to the
current service, which serves a daily
ridership of 63,778 and registers an
average load factor of around 89%
during the AM peak period, with
demand expected to rise further
due to population growth and the
completion of other rail projects.
Following the  success of
BRT Sunway, SPAD and other
relevant agencies are working
towards preparing the tender for
construction of the the next BRT
corridor (KL-Klang) in 2017. The
BRT KL- Klang corridor will run from
Pasar Seni to Klang town, passing
through three major thoroughfares;
namely, the Federal Highway, Jalan
Tun Sambanthan and Jalan Syed
Putra. It will span a total distance of
34km along 25 stations. Unlike BRT
Sunway, which features purpose-
built road infrastructure for the
buses, BRT KL-Klang will instead
have exclusive lanes for the busway,
at terminals and the intermediate

Kuala Lumpur Monorail.

stations. These exclusive lanes will
run on existing road infrastructure,
although the roadway will be
widened to accommodate the
BRT lane. The KL-Klang BRT will
serve an important and congested
traffic corridor and hence
contribute towards relieving traffic
congestion on the Federal Highway
and improving public transport
connectivity in this very dense and
vibrant section of Greater KL/KV.
Meanwhile, the Integrated
Transport Terminal (ITT) Gombak
project is being closely monitored,
with constant engagements with
the concessionaire, project owner
and KPI owner, to ensure significant
construction progress in 2017
When completed, ITT Gombak will
serve as the hub for all inter-city
buses operating the KL-East Coast
routes, removing approximately
750 express buses from the Eastern
and Northern sectors currently
being served by hubs in the city
centre, thus helping to relieve traffic

congestion in Kuala Lumpur.

The TITP is now being
implemented, with the next major
milestone comprising the regulation
o