16/ 11/ 1998
Danaharta nmay need only RML5b to buy NPLs

Raj eshpal Si ngh

ASSET managenent conpany Pengurusan Danaharta Nasi onal Bhd (Danaharta) -
whi ch was specially set up earlier this year to help | ocal banks reduce
the amount of NPLs on their books - may only need total funding of RML5
billion instead of the previous estimate of RW5 billion.

Prime M nister Datuk Seri Dr Mahat hir Mohamad said Danaharta i s now
estimated to need | ess fundi ng because of greater liquidity and | ower
interest rates in the banking system besides the reclassification of the
length of tine it takes for a |l oan to be decl ared non-perform ng from
three nonths to six nonths.

He said Danaharta will acquire up to RMB billion of NPLs from21
financial institutions by Decenmber. In addition, Danaharta has agreed to
manage the NPLs of financially broke Sine Bank Bhd worth a gross RMVB
billion.

To pronote transparency in its dealings, Danaharta will publish starting
Dec 31, 1998 all details of NPL acquisition and disposal. It will also
apply international best practices in all activities, especially in the
val uation of NPLs.

The prinme minister also said to further help | ocal banks, the governnent
has proposed that 50% of the anpbunt in the interest-in-suspense account of
| ocal banks be exenpted frominconme tax. The exenpted 50% however, will
be taxed if realised. Under current practice, interest due fromNPLs are
credited into an interest-in-suspense account and i s taxable.

In addition to Danaharta, the governnent has al so set up Dananpda
Nasi onal Bhd to recapitalise banks and a Corporate Debt Restructuring
Conmittee to hel p viable conpanies avoid Iiquidation. Atotal of 23
conmpani es with accunul ated debts of RVb.5 billion have applied for help
fromthe Comittee.
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