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ABSTRACT

The assets capitalization which is the financial tool to redress the problems on capital
shortage and helps increase the liquidity in the economic system or the Small and Medium Sized
Enterprises (SMEs). It aims to solve the poverty problems and to create the opportunity to access
the capital sources in the right channel through the utilization of the existing assets as capital for
creating the jobs, income, new entrepreneurs and prosperity of the country’s economy. In this
regard, the Assets Capitalization Bureau (Public Organization) has duty to set forth the principles
and procedures on the assets capitalization as a practical guideline for related organizations and
interested people who wish to take part in the project.

From the study, it found that the principles and procedures on the assets capitalization
aim to focus on the granting of credit to entrepreneurs for the loan. In this regard, the letter to
certify the utilization issued by the municipality is used as supporting document for the credit
approval. Such letter has no value as other common assets. In the case where the borrower fails to
perform the obligations, the banks or financial institutes are unable to enforce the obligations
performance from the letter to certify the utilization. If there is default to perform the obligations,
what the banks and the municipality should do is to consider and seek for the new entrepreneur to

sell goods in public areas in replacement of the old one. In this regard, the new entrepreneur shall



v

have to settle the debts of the old entrepreneur. In such case, it is the so-called novation according
to the Civil and Commercial Code. This causes the settlement of old debt and the old debtor
cannot be claimed to settle the debt.

Therefore, in order to redress the problems on enforcing the obligations performance
for the fairness and the conformity with the legal principles, the study suggested that the
principles should be amended so that the banks can be able to enforce the obligations
performance from the old debtor. In this regard, the new entrepreneur shall not bear the burden
instead of the old one. Alternatively, if the new entrepreneur is subrogated for the obligations
performance in replacement of the old one, he or she should be entitled to claim for the
obligations performance from the old debtor when the written notice is sent to the old debtor
according to Section 306 of the Civil and Commercial Code. Moreover, the measures to inspect
the number of [.D. Card of defaulted debtor should be provided in the data centre of the State
agencies and the rights of defaulted debtors should be restricted by not allowing them to do any
financial transactions until the obligations are performed. Consequently, the debtor shall be
responsible for the created debts and this can create the fairness and increase the benefits for the

assets capitalization.



