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I CT Fund to get US$420m boost from Japanese bank

Jenni fer Jacobs

THE Japanese Bank for International Cooperation (JBIC) is providing a |oan
of US$420 million (US$1l = RVMB.8B0) to the Mnistry of Finance for the

i nformati on and conmuni cati ons technol ogy (ICT) Fund.

The nmoney will be on-loan fromthe Mnistry of Finance to Ml aysi a
Venture Capital Managenment Bhd (Mavcap), a governnent entity, to finance
its Debt Venture Progranme.

The Secretary-CGeneral to the Treasury, Tan Sri Sanmsudin Hitam said
during the signing cerenmony in Kuala Lunmpur yesterday that Mavcap's Debt
Venture Programre was an innovative project-based financing for conpanies
involved in ICT-rel ated high growt h sectors.

Mavcap, which was set up in April last year, is the custodi an of RM500
mllion allocated under Budget 2001 to, anobng others, develop the |oca
venture capital industry and provide an alternative source of risk
capital

The RVb0O million can only be disbursed in the formof equity capital
but the RML.6 billion can be disbursed in the formof debt, providing an
alternative to the traditional formof venture capital funding.

Many new technol ogy firns who go to venture capital conpanies are
| ooki ng for debt financing, which they are unable to raise at banks, due
to lack of collateral, as well as the lack of understanding on the part of
conservati ve banki ng system about the new technol ogi es. But nost venture
capital conpani es provide only equity capital

"I believe Malaysia is the first country in this region to enbark on
this type of financing. In this respect, | would like to give the
assurance to the Japanese CGovernnment and JBIC that the Mnistry of Finance
wi Il nonitor and supervise the inplenentation of the programme especially
in ensuring that the loan is utilised prudently and in accordance wth
approved procedures. ™

He said the Governnent attached high inmportance to the devel opnent of
the I CT sector due to its potential contribution to national growh. "This
loan will go a long way in developing the ICT-related venture industries
in Malaysia by providing funds at very conpetitive rates.

"We are honoured to becone the first country in the Association of
Sout h- East Asian Nations to benefit fromthe Japanese assi stance under its
gl obal information technol ogy package to bridge the digital divide."

Sanmsudi n al so sought JBIC s cooperation to consider the Mnistry of
Fi nance's application for equity ventures under the sane |ICT Fund. "I
bel i eve negotiations on this portion of the loan can sinmlarly be
concluded in the shortest time possible.”

Prime Mnister Datuk Seri Dr Mahat hir Mohamad announced during the
Budget 2002 speech | ast year that the Japanese Governnent had approved in

principle a loan of RML.9 billion which would be on-loan to Mavcap. The
terns of both |oans were still being negotiated and the agreenent for the
RML.6 billion was inked first. The | oan agreenment for the remaining RM300

mllion is expected to be concl uded soon

Sansudi n al so thanked JBIC for the favourable ternms under this |oan
agreement, " in particular, the favourable node of repaynent which is
on an annual basis, instead of sem -annually, higher initial disbursenent
as well as the incorporation of innovative and flexible draw down
schedul es and di sbursenent procedures”.

Meanwhi | e, JBI C deputy governor and nanagi ng director Koji Tanam said



during his speech at the signing cerenony that the untied loan for the ICT
Fund, which was co-financed with Japanese conmercial banks, is the first
such loan to Mal aysia since JBIC was established.

The co-financi ng banks are the Industrial Bank of Japan Ltd, Fuji Bank
Ltd, Bank of Tokyo-Mtsubishi Ltd, Sumitonop Mtsui Banking Corp, UFJ Bank
Ltd, Ni ppon Life Insurance Co and Shinkin Central Bank.

"This loan has its origin in the request for an untied | oan nmade in
Sept enber 2001 by the Governnent of Ml aysia to JBIC

"The whol e process up to this signing was characterised by a very
constructive and fruitful interaction between our bank, Ml aysian
officials and all the other parties concerned, resulting in deeper nutual
understanding of us all."

He said one of JBIC s key roles is to support direct investnent by
Japanese corporations. "In this respect, the devel opnment of the ICT
industry in Malaysia is expected to produce a positive inpact on Japanese
affiliates - whether they are already operating here or considering the
possibility of com ng here.

"We believe this loan will indirectly support Japanese direct investnment
in Malaysia. It is nmy hope that this loan will help foster closer economc
rel ati ons between our two countries through its multi-faceted effects.”
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