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Programme to aid Bum SME

Hami sah Hami d

OVER 10, 000 Bumi putera small- and medi um scal e entrepreneurs w th non-
perform ng | oan (NPL) problens will benefit fromthe RML20 nmillion

al l ocation under the Entrepreneurs Recovery and Devel opnment Fund ( TPPU)

In a statenment rel eased yesterday, Prinme Mnister Datuk Seri Dr Mahat hir
Moharmad sai d the main objective of the RVb00O million TTPUis to help
Bum putera entrepreneurs with NPLs of not nore than RML million through
the existing | oan reduction mechanismas well as to assist the recovery of
busi nesses with potenti al

The fund al so ai ns to address problens in getting working capital for
the SME; RMB80 nillion will be nade avail abl e to the SME t hrough fresh
| oans.

Mal ay Chanber of Commerce Mal aysia (DPMV), representing Mal ay
entrepreneurs of all levels, lauded the nove yesterday while the
economi sts see it as tinely and benefiting genui ne entrepreneurs.

DPMM s newl y-el ected president Datuk Seri Abdul Rahman Mai din said the
fund will benefit Bunputera SME across all sectors, ranging from
manuf acturing to trading, construction and vendors.

He sai d sone SME busi ness, such as those suppl ying parts and conponents
tolarge firns and nultinationals, are viable but their cash fl ows were
af fected when their clients experienced a drop i n demand and producti on
due to the econonic crisis.

"When their bad debts can be resol ved t hrough the fund, the SME can
contribute tothe country's econom c grow h," he sai d when cont act ed by
Busi ness Tinmes in Kual a Lunpur yesterday.

Abdul Rahman ur ged banks, which are involved in the disbursal of the
fund, not to attach additional conditions to the | oans, such as nortgage,
guarantors and ot hers.

"Banks nust be aware that this fund ainms to reduce NPLs faced by SME
wi t h vi abl e busi nesses. The success of this progranme requires cooperation
fromthe Governnent, banks and entrepeneurs,” he said.

Econom sts pointed out that conditions attached to the loans will all ow
the Governnent to properly screen the applicants so that fresh | oans gi ven
out to entrepreneurs will not turn out to be bad | oans agai n.

International Strategic International Studi es deputy director general Dr
Zai nal Aznam Yusof sai d the programme i s desi gned for genuine and vi abl e
Bum put era entrepreneurs and not those who nm snmanage t he conpani es.

He said the conditions are necessary to ensure that only those with
busi ness potential secure assistance under the progranme.

Anong the conditions set by the fund for Bum putera entrepreneurs are
havi ng NPLs not exceeding RML nillion; the NPL nust be one taken for
busi ness and not personal reasons; the company appl ying for the | oan nust
be at | east 60 per cent Bumi putera-owned; the NPL did not arise because of
m smanagenent or fraud; the applicant has a viable business with
potential; and only | oans cl assified as NPLs between January 1 1998 and
June 30 2001 are eligible.

The progranme is part of the RVbOO million TPPU announced by Dr Mahat hir
in March when he unveiled pre-enptive neasures, incluing a RM3 billion
fiscal package, to stinulate the econony in view of the US econom c
sl owdown.

Zainal said the introduction of the fund reflects a bal anced policy by
t he Government towards | ocal businesses.



He noted that if previously the Governnent was criticised for only
hel pi ng | arge conpani es with NPLs t hrough the setting up of Danaharta, it
has now cone out with a programe to hel p small er busi nesses.

On whether the allocation to reduce NPLs will reflect in banks' books,
Zainal said it is too snall.

He said the anpbunt (RML20 million) constitutes |less than 1 per cent of
the total NPLs in the banking industry.

As of April this year, total NPLs (based on six nmonths' classification)
stood at RM9.2 billion, up fromMarch's RV28 billion.

A banki ng anal yst with a local securities firmconcurred, saying that
the fund will not help much in clearing total bad debts in the banking
system

"However, in terns of account, it could help a few accounts in the
banks, " he said.

Inthe statenent, Dr Mahathir, who is al so the Finance M nister, said
the fund will provide an opportunity for conpanies facing difficulties to
revive their businesses due to their high gearing.

One of the key features of the programme is the abolishment of
accumul ated i nt erest paynents, including penalties inposed by financi al
institutions.

The progranme will al so see a reduction of the remnai ning amount of the
unsecured principal |oan paynent through a "haircut" of 40 per cent by the
finance institution and 30 per cent fromthe Governnent's financi al
assi st ance.

The remai ni ng 30 per cent of the loan will have to be settled in not
nmore than 18 nont hs by the entrepreneur after being accepted into the TPPU
pr ogr ame.

For the secured | oans, the financial institutionwl| renove between 50
and 100 per cent of accumrul ated i nterest paynents due, including penalty
interest, and provide a two-year noratoriumfor the | oan repaynent.

Anot her aspect of the TPPU fund programe is the support for
entrepreneurs i n working capital through fresh loans, linited to RM3
mllion.

Atotal of RM380 nillion has been all ocated for this purpose, with 80
per cent of the allocation to be provided by the Gover nnent through ERF
Sdn Bhd and the rest by financial institutions.

The maxi muminterest rate for the loans is 5 per cent per annumfor a
maxi mum period of five years.

Participants in the TPPU fund programme will be required to attend
various training and awar eness progranmes, ainmed at providing themw th
the skills needed to conpete am d current business trends.

The training programmes wi ||l cover financial managenent, conput er-based
accounting systens and notivati onal courses.
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