04/ 07/ 2001
RVM600 million |oan fund (HL)

Sar ban Si ngh

KUALA LUVMPUR, Tues. - More than 10, 000 Buni putera entrepreneurs affected
by the recent econom c sl owdown can now apply for |oans froma RVb0O
mllion Entrepreneur Rehabilitation and Devel opnent Fund to ki ck-start

t hei r busi nesses.

Dat uk Seri Dr Mahat hir Mhamad said the fund or TPPU, was for Bum putera
entrepreneurs involved in the small- and nedi um scal e i ndustries (SMs)
who have been unabl e to secure bank | oans to service their existing ones.

It was also to help those who | acked worki ng capital for their
busi nesses.

The Prinme Mnister said of the RMb0O million, RML20 million would be set
aside to hel p these entrepreneurs service their non-perforn ng | oans.

"The Governnent is concerned over the NPL problemfaced by
entrepreneurs, especially Bum putera entrepreneurs involved in the SM
sector, therefore rendering themunable to secure bank |oans to carry on
with their businesses," he said in a three-page statenent.

He said to ensure only the affected entrepreneurs benefited, only those
with | oans whi ch had been cl assified as NPLs between Jan 1, 1998 and June
30, 2001 would be allowed to apply.

Dr Mahathir, who is also Finance Mnister, said the fund woul d, anong
others, be utilised to provide financing to Bum putera entrepreneurs
facing NPLs of less than RML mi|1lion.

Apart fromhel ping themto reduce their existing | oans, the Governnent
woul d al so provi de assi stance in the recovery of businesses with
potenti al .

To help the entrepreneurs solve the problemof their NPLs, it was
deci ded that:

* accummul ated i nterest paynents on | oans and penalties inposed by
financial institutions would be abolished,

* the progranme woul d al so see a "haircut” whereby a 40 per cent
reducti on woul d be made by the financial institution on the outstanding
anount of an unsecured principal | oan.

In addition, Governnent assistance anounting to 30 per cent of the
out st andi ng | oan woul d be gi ven.

The remai ning 30 per cent of the |oan would have to be settled by the
entrepreneur within 18 nonths after being accepted into the programe.

* for secured | oans, the financial institution would abolish between 50
per cent and 100 per cent of the accunul ated interest paynents due
(including penalty interest).

The financial institution will also provide a two-year noratoriumfor
the repaynent of the | oan

Dr Mahathir said those who wish to apply for new loans to continue with
their busi nesses would be given a nmaxi mumof RM3 m|lion.

He said 80 per cent of the amount woul d be provided by the Governnent
t hrough ERF Sdn Bhd whil e the remaini ng sumwoul d be given by the
financial sector.

"The maxi muminterest on these loans will be five per cent per annum for
a nmaxi mum period of five years," he said.

Dr Mahathir said the withdrawal of these | oans woul d be cl osely
moni tored by the financial institutions and ERF

He said SMs would have to neet several criteria if they wish to apply
for the | oans. They i ncl ude:



* Bumi putera firms with NPLs of Iess than RML million only may apply,

* the loan that has been classified as an NPL nust be a | oan taken for
busi ness and not a personal | oan,

* the conpany applying for the | oan nust be at | east 60 per cent owned
by Bum puteras, and,

* the NPL shoul d not have been caused by m smanagenment or fraud.

Dr Mahathir said entrepreneurs who neet the criteria could apply through
t hei r banks.

He said the fund' s operations would be fully undertaken by ERF while the
processing of applications would be done by the rel evant banks before
bei ng passed to ERF for approval.

To educate entrepreneurs on the benefits of the fund and to provide them
with the skills necessary to conpete in business, they would be required
to attend various traini ng and awar eness progranmes.

The training progranmes woul d i ncl ude financial managenent, conputer-
based accounting systenms and ot her notivational courses.

ERF and the financial institutions would closely nonitor the operations
of the participating entrepreneurs to ensure that a hi gh degree of
discipline is maintained, especially in the managenent of finance and in
t he repaynent of | oans.
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