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The Malaysian Government had announced in March this year its intention to reinstate the exemption of
cabotage policy for foreign ships involved in submarine cable repair in a bid to attract more foreign investment
in the data centre services sector and to spur growth of the digital economy.

Further to the announcement above, the following subsidiary legislation were gazetted under the Merchant
Shipping Ordinance 1952 (“MSO”) on 30 May 2024:

1. Revocation of Exemption under Section 65U (“P.U.(B).197/2024")*;
2. Revocation of Exemption under Section 65U (“P.U.(B) 198/2024")*
3. Exemption under Section 65U (“P.U.(B) 199/2024")%; and

4. Exemption under Section 65U (“P.U.(B) 200/2024")".

(collectively the “Orders”).

The Orders became effective on 1 June 2024.

' P.U.(B) 197/2024 revokes the exemption order dated 30 May 2017 (“P.U.(B) 274/2017”) which allows non-Malaysian ships to provide
transport of cargo services:

a) from any port in Peninsular Malaysia to any port in Sabah, Sarawak and the Federal Territory of Labuan and vice versa;

b) from any port in Sabah to another port in Sabah; and

¢) from any port in Sarawak to another port in Sarawak
(collectively “relevant cargo services”).
2 P.U.(B) 198/2024 revokes the exemption order dated 26 May 2017 (P.U.(B) 275/2017) which exempts Malaysian ships and non-
Malaysian ships from having to obtain a licence under section 65L of the MSO to provide the relevant cargo services.
* P.U.(B) 199/2024 specifically exempts non-Malaysian cable-laying ships from the prohibition of Section 65KA(1) of the MSO (which
prohibits non-Malaysian ships from engaging in domestic shipping) for purposes of installation, maintenance and repair of submarine
telecommunication cable landed at any submarine cable landing centre in Malaysian waters.
*P.U.(B) 200/2024 was gazetted in place of the now revoked P.U.(B) 274/2017. The exemptions are similar except for the following:

a) non-Malaysian ships are now only allowed to provide cargo transport services in respect of “container ship for service of
containerised transshipment cargo, in a non-stop single voyage” as opposed to the general “transport of cargo services” under P.U.(B)
274/2017; and

b) non-Malaysian ships are now only allowed to provide such services:

- from a port in Peninsular Malaysia to a port in Sabah and vice versa;
- from a port in Peninsular Malaysia to a port in Labuan and vice versa; and
- from a port in Sabah to another port in Sabah.
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The Effect of the Orders

The effect of the Orders can be summarised as follows:-

1.

While non-Malaysian cable laying ships are now allowed to be engaged in the provision of
installation, maintenance and repair of submarine telecommunication cables landed in Malaysian
waters, there is no exemption made under section 65L of the MSO, which provides that no ship
shall engage in domestic shipping without a licence. Therefore, non-Malaysian cable laying ships
will be required to obtain a Domestic Shipping Licence (“DSL");

Non-Malaysian ships which were previously allowed to provide the relevant cargo services (as
defined in endnote 1) can no longer provide cargo transport services to or from any port in
Sarawak.

The provision of such cargo services by non-Malaysian ships is now limited to container ship for
service of containerised transshipment cargo, in a non-stop single voyage, and do not include
goods which are not shipped in containers, but in crates, bags, boxes, drums, barrels or other
forms of storage or packaging, often referred to as break bulk cargo; and

A DSL is now required for both Malaysian and non-Malaysian ships to provide the relevant cargo
services for which DSL was previously exempted.

Comments

While non-Malaysian cable laying ships are now
allowed to perform cable installation and
maintenance work, it is still subject to the Domestic
Shipping Licence Board granting DSLs to these non-
Malaysian cable laying ships.

As subsidiary legislation are susceptible to
revocation by the relevant Minister in the event
there is a change in cabotage policy by the
government of the day. the exemptions under P.U.
(B) 199/2024 and P.U.(B) 200/2024 may not
provide the assurance and certainty sought by
foreign investors, given that the previous
government has revoked such exemptions before.

As the digital economy grows, demands for data centres and investments in the data centre services
sector will continue to grow as well. It is perhaps apt to consider introducing a new provision into the
MSO and a subsidiary legislation specifically to provide a framework for expeditious licensing of cable
laying ships and other submarine cable repair services.
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Welcome to Skrine, where legal excellence meets unwavering dedication.
We are a homegrown Malaysian firm known locally and internationally as
a beacon of trust and proficiency in the ever-evolving landscape of
jurisprudence. Founded on the principles of wisdom, fortitude and
ingenuity over 60 years ago, we navigate the complexities of the law
with precision and insight.

Through our wide range of practice groups managed by lawyers with
extensive experience, we work with our clients to achieve the results they
aspire. While keeping pace with rapid development on all fronts, Skrine
has remained steadfast in our commitment to champion your cause with
diligence, skill, and a relentless pursuit of justice.

OUR APPROACH

While fostering a one-to-one lawyer-client relationship is of significant
importance, in instances where cases do not fit neatly into one area of
law, we take advantage of the various practice groups and combine the
skills of our lawyers to ensure that all relevant legal issues are addressed.

ONE-STOP CENTRE WITH DEDICATED FOREIGN DESKS

We are a One-Stop Centre for all your business legal needs to help you
set up in Malaysia and hit the ground running. Beyond our borders, we
understand the significance of dedicated foreign desks and currently serve
three major markets including China, Turkey and Europe. A key benefit is
the seamless and efficient delivery of our services to multilingual nations
where our lawyers are proficient in Mandarin, Turkish, French, German
and Italian.

VALUE ADDED SERVICES

We recognise that from the perspective of our clients, the day-to-day
management of internal legal matters does not stop at specific cases that
require external legal counsel or representation. We therefore offer a
number of value-added services to keep abreast with updates in the law
and ensure internal compliance. This includes our e-alerts, newsletters,
in-house trainings, workshops and seminars on industry-related legal
topics.

FIRM AWARDS
As a testament to the high standards we uphold, Skrine has garnered
some of the top local and international awards for both legal firms and
individual lawyers (a full list can be viewed at our website). We are
honoured to have received some of the following:
» Chambers Asia-Pacific Leading Firm Year 2024
» Legal 500 Asia Pacific: Top Tier Firm Year 2024
o Chambers Asia-Pacific and Greater China Region Awards 2024:
Malaysia Law Firm of the Year
« asialaw: Malaysia Law Firm of the Year 2023
» Global Arbitration Review (GAR): Ranked in Top 100 International
Arbitration Practice 2012-2023
« IFLR 1000 2019-2022: Tier 1 Firm for Corporate/Mergers &
Acquisitions, Energy, Infrastructure and Oil & Gas
» Asian Legal Business: Regional Litigation Law Firm of the Year 2022




