¥

o=

‘-..:I‘hﬁ

F

BRAC BaAanMNK PROJECT

PROJECT PROPOSAL
PROJECT DOCUMENT
YEAR WISE FUND COMMI TMERNT

SN Fﬁ.l‘llﬂ.?'

Bang ladesn Rurg]l Advancement Commitiee [BRAC )
66 Monakhall Commarcial Area
Dhaka 1212
Bang ! adesh



BRAC BAMNMK PROJECT

PROJECT PROPOSAL
PROJECT DOCUMERNT

YEAR WISE FUND COMMITMERNT

Bangladesh Rural Advancement Committes (BRAC)
66 Mohakhall Commercial Araa
Dhaka 1212
8angladesh



]

DONOR LIAISON OFFICE

itz FAr. 1ol Nbed, Execulsve il e 22 Hay, WA
Wire=n Viar , BWOE

BhLE s M. M s kb Pt i
haovare L larson 871 icer

il Vorurmnne conbrabat oo bes BRI o Ploar ol IR s laig e il
Ve o ciisisr - Y ) gl Hur gl Lesale b Prasgos & Q008" ] cdon sasdg 1990

iHe Bmsinalt ol Eher BRAL Domor Comeeor |, coirsas Ui ol Liue
Boal Frmaunony Towrved ooy omarmbaerr e & Maga Bl § ool gepn G0k ) o B i v
Eramembont damunl Bievarbagmaonit MAgoncy (IVEDN Y o W=l Elasr ity ™
o aaly llamil  ieteim bl Tl Dasapurrsal same an v daagmsel (0 Fe g,
fapg el b el ansin G070 §y NOrmegaay Moy Lo ook ard pbead biie
I-h“'l"l"'liﬂl-r-'“. ll'ﬂll'-ﬁu.i‘ Mis Eiwmrt | aaiiiis .Irlll.lll‘l"-llllll.l HETT] WARERAT Vesa goamnea b
erwnr batpons i) Elisoafiirr s bicmy (MY ELD 5 adwvicr saivairs Boowws bonpisis ik s i =ab oioii ar
ETE kel Faan sl gy DeaUerr sl gonies b Berws i bvapima i 0hsa b b s by Bl ET B . o
ihanit 1 acanceinn W Tace bag o Etobel poategl Ve Poat o sl labar
. - aon sl bemi PerEesaanil AT el Bles Qi = 4

g warsher by oAU EA B B yorae Dy @ Jicaradins gl dadiaie B e
L LIS P I-'Iij.lll IIH-I-III-I-I"‘;. Fasr ErFes Liwis Ll TR RS € T S R Tl
P B (U0 Y ad' Bhir Buiral Crasda b Fraovges 0 00855 i basibd slost i
R e L T L T T N Lt T e T e e  TH R I Rt
Elera® pmijiati all Pumy wma L) cbipisner s oedd PG it Basd Hemee

= B LN il N el Ll
fathies ke 0 sl abin 1t i detnatnel facal el
Il [ SIS -
W2l TS W P s B mu Sty Fho i i

W3 AR T N 2dda” it L SUGBT 4 Fam n i



I8

'q

YEALVISE DONTE IUTION TO B & RCP
(an wmillzan U5 dal lara)

1590 1991 1991 1993 TOUTAL TOTAL
bugers FOP P WRDP RCP ROP RCP ROP  RCOP ELF ECF
Il Il TR R I I e R Y I R A PR R PN T R L LE LR L LN ]
;""im'mm - = = =~ L0 3,00 - 400 10O .00 w00
:"-"umwa 0.90 0.%0 0,50 u.mJ 0.50 0.50 = 070 1.50 2.00
-;“Etn 0,40 - 0.%0 - Q.e0 - - 2.60 0.00
j‘h” 0.0% 0,07 0.0 0.67 0.0+ 0.06 - 0.10 0.0 0.30
flmu 0.37 0.5% 0.5 0.5 0.30 1.00 = 0.3 1.2l 209
o .50 1.20 1.20 3.00 0.3 23.20 - D60 &4 00 O.00
TF oba 2.50 |42 1.45 2.0% 0.97 2.1 = .50 S0 7.00
L 'r"' g—
G otes o~ 1.2 0.78 D.ab 1.2 0.39 1.3 - 0.30 2.1y 301
"'f'i-"-_n'u a.s0 % | A - a0 1600 31.00

Limnmi Limsaly §or
s Ly el Daoding o .
Eembativer Dl changoee will De wlioe consdersng

] I!i_]ﬂ Ih.'.!:l.'ll &. 30

BT

ol Lhe tolal funding schessss.

Thar provasion of theose funds will be addiliooal bo
cuilrililions o progrosecs under official Bilaleral oproomesls
Wiblhy Ul LDovernsont ol Daogl adosh.

Yours uanoerely,

.g.

Puviikds PGt son
Donor Liakwsoean UHticer

Lhe yoar 1990 are tesesd and ) iRaorsius G9)fesasd
e flgureos woddise LWPL-%E
Pl casng lirw i Ly



I L idi ]
PhsCcmbe:r  BY

BANGLADESH RURAL ADVARCEMENT ComdliTre
KUHAL DEVELOPHENT PROGRAMME (15590-2) AND BHAC BAME PROJECT
PROJECT DOCURENT

A. BACKGROUKD

1. A consortium of dopors has bBesdn roequoested to provids the
Bangladesh Hural Advancemsent Committes (BRAC) with financizal
aggiatance to expand 1ts activitices, There are preseutly nine
megbors of the sopsortlum: Ags Khan Foundution (AEF), Canadizn
International Development Agency (CIDA); Danlah Internatiounal
Devalopment Agency (DANIDA); Evanpelische Zentealutelle fur
Entuicklungshilfe (EZE); Ford Foundiatica (FF); Hethrlands
Organisstion for International Development Cooperavicn (WOVIE;
Hoyval Morwegdian Embasay Development Cooperation (HuhAD), Overdvad
Development Adminiatration (QODA); and the Swedish  luternationsl
Davelopment Agency (SEIDA).=

2. BRAC 3 3 tax-sxempt, non-governmmenl COrganisation registered
opder Che Societies Aot of 1880 and alsoe under the Féreign
Donation Hegulatiom Act, 1978, First established in 1972, HEAC 1=
by any national or internationsl stundsrd one of the largesc,
mont innovative and successful non-governmenl orpganiussticns. It
has two fundamental inter-related obdectives: the zlleviation of
poverty and empowerment of fts targer pgroap, the laodleuss  poor.
On the basius of ity experience, BEAC belloves Lhal  perdLheer
objective can be reached without the otler ud thal 30 must
therafore address the basie neads of the poor while bullding
local institutions which strengtbhen Lhe poor s capscity Lo solve
their own problems,

- 1l BRAC ‘2 core programm:, the Hural Developoont Prograsase, reaclics
lapdlesys @mon and women through a ootuork of Ared OrYicea  (AGg)
At June 1583, there were T7 such alh which had succesded in
develaping some 6000 Village Orgunisations (VOus), with o toetal of
uver J18, 000 senbers (120,000 males and 167,000 fomales) in 3200
villages. Through these Yiu, supported by whe BRAC Arca Offices,
large nusbers of menboers have received traiping and developed the
skills Guni confidence to psanage their ocwn affairs. AL June 1u8D,
the Yius had mobilizsed mome Thk.T0n In ssvings and recoived ovey
Th. 35Us <redit in cusulative disbursements for individual and
collective activities from the EDP'3 revolving loan fund for
incvme pgencrating activities since 1980, Total loan ocutstanding
at Juna 1888 ia Tk, 135m. At 3lot Dec. 1088, late payssuls wera
4t 3% of the loans portfollio culstanding ot thut dute

= It 43 to b noted that the Governmanl of Japan bave leon  buvited
te  Joln the denord copsortium and bave pouitively responded by
contributing US$36,.G00 to wsupport the VYaliwralle lroup

- Develuopneent Yrograsme withio RDE.



4. In sddition to the core Bural Development Progrumne, BEAD olso
manuges & number of large Scctoral Progrommes. With  theoe
programmcs, BHAC has a particular operetionsl oebjective wbidceh bo
to develop the programmes on a sufficient scale, and throusl
coordinstion with government, in order to convince both
Bovernment and the NHGD community alike tlat natlonal level
programnes can be effectively desipned and wanbged In  Ule
intorests of the poor. For ezample, UBRAC s priuncipal heslth
programme, oral rehydration therapy, hss reached over 10 millian
households and hazs now been expanded lnto a more coauprehens ive
Child Survival Programme (CSP). Its large-scale HRon-Formal
Primary Education (NFPE) programme has opencd over 1,614 schools
and reached 54,275 children. HRAC s Income-Ceneration for
Vulpnerable Croup Development (ICGVCD) progranme hay slready
benof tted Over 33,037 destitute women who form the poorest 3% of
dBangladesh s population.

6. BRAC i» seeking funding from the dopnor consortium for tus
projects: & thres year (1990-82) composite Rural Development
Programme (HDP 2): and the establisheent of a new self-supporting
cradit inacitution, the BRAC Bank Project (BBP). BERAC a3 criginal
proposals for RDP 2 and the BRAC Bank were draun up in  lste 1958
and submitted to a meeting of interested donors in Januvary, 1589,
The donors expressed interest in the proposals but decided to
commissiop & coumprehensive appralsal of both prejects. By the
tinme the appraisal tock place, in April, 1988, HEAC bhad mode
numerous changes in the proposals. The Appraisal team recommended
o number of further changes (described in detail in the two
volune report published on 30th April, 1585) which were sccepted
by BRAC. On this basis, the appraissl team reconsended donor
support for the revised projects in the sum of USHF 55 Te. In
August 1989 one of memberas of the consortium decided to withdraw
As a rwesult BRAC sade further modificaticns te the projects
reducing the total cost to USS 50m which included o« $1.5m soft
loan, &n additiopal grant of $ .5m will be recommended by DANILA
in lieu of this loan thereby making the totusl prodect 34%a  Tihe
donor conaortium and BRAC agreed that a consolidated sunnury of
the projects which incorporated ull revisiona would serve as the
common project document for negotiations and approval. Any
change or agrécement would be reflected in this proJéect document.
This is the final versionef the project docusent,

B. CENERAL DESCRIPTION

6. The two prodects for which BRAC is secking funding, RKDF 2 and
the BRAC Project, share the samc cobjectives and tarpet
‘group: alleviation of poverty and espowerment of the landless
poor. RDP 2 comprimes two primary componenis: Core and Scctoral
Frogrammes. KEDF 2 Core i3 the logloal continuation of the ongoing
Hural Devalopment Programme BRAC initikted in 1SBE. The well-"
tested Dbasic wmethodology for the HOP startas with the

Z



establishment of Area Offices, each of which would cover S0
villagea - 10 such Ares Offices are planned to be set up in 1490
and 1881 and in 1882. Operating over a four year cycle, the Ares
Office initially concentrates on socisl conscientlsation, humsn
resource development and institution building, among the landles=
poor to eatabliah the Village Organlaations, one for men,cne for
vomen Ain esch village. Becond., working through the YOz, BHAC
eatablishes the discipline of regular savinge and then, by making
eredit and akills training available, helps to establish the
economle base for a belter Jife by enzbling the lapdless 1o

become engafed in employment creating and Ancowe generating
activities.

T. One of BRAC s two oPeraticnal oblectives during KLP 2 is 1o
initiate @ strategy which could reduce BRAC s long-term
dependency on donor funda - hancé the HRAC Bank Project. The
strategy is that after four years under ROP, the costa of which
are largely borne by domor grant funds, the mature Area Ofifices
transfer to become branches of the BHAC Bank Project. The
transition 13 dealgned to toke place when the outstending loans
made to V) memberas are sufficiently large that the incoms
generated (the prasent interest rate in 168% which i3 the market
rate in Hangladesh and the same rate which Grameen Bank currently
charges) will cover tha ongoing opérating costs of the BEHAC Bank
branch. By this tima, too, the local V0s should also have matured
to the =tafe where <tThey can continue to grow, o= incressingly
infiuential inscitututions, without lptenslive sgbsldized support
services. Under RDP 2, the following transilions are planned:

1990 1891 1882

Total ROP ADz @ Yr.Start &0 80 70
AUs to BRAC Bank Branchea 10 20 20
Hew RDP ADs opened 10 10 10
Total HDP ADa € Yr. End 80 70 (=17
Totul BS Branches @ Yr.End 10 30 54

At the point of transition, the BRAC Bank Project “buys out”
RDP'a inveatsent in the mature Als, iocluding the YU menbera
cutstanding loana, net of savings, tha physicsl infrastructure of
the ADs and the ataff conplesent. The change would only
marginally affect the V0s or their menmbers - in that there would
be continued incresses in the availsbiliry of eredit.

. BRAC's preferred strategy for the geographic expansion of itls
BDP ino to extend to contigucus areas before wmoving Iinto new
arvas., This not only has sdeinistrative and loglstlicul wdvantages
but also increasass the eoppoertunities for eatting up effective
federations of ¥0s within unions and upazilas, BRAC scknowledgesn,
however, GLhat this preference for clustering 1ts areas of
oparation iu constrained by the need mol to duplicate Lhe efforts

3
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(b) Bavings and Credit (Tk 85m or US3 2.7m)

12, A2 & basic technigue in bullding the VOs, BRAC has aluuys
insiated on individual savings. These savings, on which BRAC
currently pays 9% pa i.e. the market rate, arc a necessary
requirement for obtaining credit. Mew ground rules have recusntly
bean introduced applicable to ROP 2 including the following: (1)
the savings requiremcnt for obtaining & loan hss been reduced
from 10X to $% of the total loan requested: (2) individuals may
bave two loans ocutotanding at & time only if one of these loans
is for am asset (le onm repayment of which a phyaical asset
remainsl; and (3) ceilings have been placed on the soount that an
individual and a family can borrow for first, secoend ond

- subsequent loans. Traditional cocllateral for loans is subotitoted

for by peer group support and pressure. Each V0 is divided inte
sub-groups of 5 members (of mon family members). ach menber s
request for a loan sust be unanimouxiy approvad by the sub=group
to which he or she belongs before it is presented to the VO as &
whole. The VO in turn can approve the loan only If 75% of the
mombery ngres.

13. The new rules for tha provision of eredit, and tha
avallability of additional funds, ars cxpected to leed to o
subatantlal lucrease in lending for which there {s good evidence
of strong and continuing desand. At Decesmber, 3lst, 1989, the
Total value of the loans outstanding for the B0 Arce Offices
under ROF=- 1 is expected to be Tk. 145m (compared with Just over
Tk 100m &t end 1588). The table below shows how thiz is  built up
and alse gives the expected figures for the loans cututanding at
the end of 1950, 1991 and 1992 for the A0z and Bank ‘ranches as
they maturc. It will be noted that loans cutstanding of 4th year
ADs in 1885 and 1980 are expected to be Tk. 5Sm and Tk. 6m  per AD
respectively instead of Tk.6.45m. This i3 due to the ahortage of
funds in I988. It will alse be noted that the figures are lumpy
because of an uneven number of AQs per your 4t cuch stafe of
maturity.

Aruia Offices Year End Losns Outstandis, (T: gl
Hrapoh Type 1889 15320 1651 1hee
A0z Tk ACs 'Pl AOs Tk 208 Yk
lot Year (HDP) 30 5 20 12 10 [ 10 E
2nd Year (RDP) 20 30 20 a7 20 37 10 18

Jped Yeur (RDP) 20 60 20 77 20 71 20 711
4th Year (RDP) 10 B0 20 120 20 124 20__1%9

Total 80 145 BD 248 70 249 60 &30
Eth Year (BBP) - T6 1r2 181
tth Year (HBP) - = a6 212
Teth Year (BBP) - - - 116



Conseguontly budgetary provision has been made in BDF 2 for Tk
B5m (Th.230-145u) reguired for the additional credit in RDP 2.

{c) Employmaent and Income Generation Support (Tk &lm or UGS 1.0wm)

14. One of EEAC g primary objectives iz Lo Improve L2 eCOnGRlC
wallbeing of VO members. In order to reulise this, technicsal
training is provided for a variety of activities using proven
training techniques. During the first three years of development
of a4 VO, this training is provided frev to meabers. In ths fourth
year., the Area Office will institute & minimsl chargs Ior
training (by adding the cost to the loan taken) except for new
members who may =till receive first time training free.

15. The skills training for group members is mainly conducted by
BRAC s own technical experta and para-professional staff. The
former are nouw located at different Area Difices reporting te the
Regional Hanagers. A coordinating adviser £for esch technical
sector is based at BRAC headquartera. The para-profesionals are
trained and supervised by the BHAC experts. They live in or near
the communities thay serve, 3Some being employed by BHAC, others

id by those communities. The estimated number of VU members Lo

provided akilla training during the three years of EOF 2 is
planned to be sa follous:

ACTiviiy Husb-r of Trainccs
15800 1321 1995
Foultry workaers 1.000 per year
Foultry rearors 20,008 per year
Para-vets 200 per year
CoM feurers 4.500 per year
Horticulture nursery 320 per year
Horticulture crop 4,000 per year
Fish nursery 200 per yoar
Fiah culture 500 per year
Irrigation mechanic 25 25 &0
Irrigation manageméent 100 200 -
Apiculture 200 per yeuar
Seriferi culture
- warkoera 20 - -
- rearors T00 1000 1700
- opuralors 48 106 181
Other akills S00 T00 1000



1L i mogition & thir SuDRUAALIL! TPEInin[ as=isiancc, EHED
alse help: proups and JAndivagusls jnveived in pouliry. figher:
soriculture, €t 1nL 4 BUEDEr ©f OLBUT WLMT FOor eRuamEiiv, Oa¥-Lit
chicks arc supplied w chick rearers Lh thie wviliager W Tos!
scll teoe month old chicke T pouliry rebrert. Faiuln finplerdings
arc ovailable from tuwo BHAC fish hatoncrier and  BELY pelpt vom
village groups to develop and maintoir fim) nurserier IrGh WAACHL
other groups are supplisd. Fifteen sericultlure cenbtres arye Lo Ix
established py BRAC ©o produce egps jor distripution wo viliape
rearing centres from where they are Lo Do B23¢ EVAllilic L UDECH
borrowere 1o raise them o maturity

{d) Area and Regionsl 0ffice Costs ( Tk 120m or USY Z.Bmi

17. Each Areéa Office is staffed by & tean comprising: ohe Area
Hanager, three general Programme Organisers (Pla), ono scoountant
and a cashkier, nine village level workers, and suppori staff
Their total costs. including tranportstion, for B0 suck AUs in
1980 and 1981 and TO in 1992 amounit to Tk 137Tm. In addition Ll
co=ts of regulur staff training and development Tor all levels cof
staff, both indoction &nd ip-service training, Tolals elmost
Ti-4.5m plus there are the operating costs of the Hegional
Difices {one for 10 AUa), essentially tihe Begfional Manager and an
Avdizer. le total all these costs amount to Tk BS ir net owver
the three years of BDP 2, after taking into acocount The interest
incoae froms loans to VO msmbars [less & loan logs provision of 21
oo disbursement). The costs of BRAC 'S hea ofIlce. le Senior
managewent and logistical support. are covered by & 105 charge an
all the prisury budgetr components, which 1% an sCCUfale Proxy
based on acctual historical figures.

18. There are also the initial capitsl costs involved in
establishing each pew Area Dffice. This requires an investment of
almost Tk 1w in land, buildings and fixtures., with an additionusl
provision in 1850 for a motor cycle for each PU in each of the &V
ADy 1o facilitate contact with VO pemabers. The totul cost  wo RLP
248 reduced by the procecds of i sale ol ithe Ares DII3Cod
graduating 1o the BRAC Bank Project in their fifth ye_-.
Honethelesa, the total met investment cosl over the three yesrs
of RDF 2, inclodl the capital costs of certein itess in Lhe
regional and hea cfficen, ef & t=léphope instullation snd
coBpuler cxlension, amounis to Tk. 36m.

{¢) Support Services (Tk 51z or USF l.0w)
19, The figures given above for the costas of tralning both YO
menbers and DRAC staff cover only the operating costs of
training. Capital costs for one new TARC and coct to expang

T



the five existing TAHLS during the period of KEP 2. This
expanzion of the wtraiming facilities i3 necessary in order to
accomodate the substantial ecxpansion of training needs for Vo
mepbers susssrised in () above. Total costa are cetinated wt

Th.2%.

20. In 180E, BHAC eatablished an imnportant nev unii, the harzi
Enterprive Programme. Tha function of REP is to enhance Lhe
income derived from the economic activilies in which VO nepbers
can inveat by improving the profitability of existiny traditicaal
activities and identifying profiteble mnew activities. Specisl
attention has beén given te expanding the rauge of profitable
sctivities which woméEn can undertake., Businpess activitlies
_ identified by REP to date have included: freshwater shrimp and
catfish culture §n the fisheries sectori improved dyeing, block

printing, sericulture in the textiles sector: milk mparketing and
duck hatchery in livestock: and in the agriculture sector,
vagetable growing and marketing, and power tilling custows
plovghing. Hhile some of these tehnologleaftechniques are
relatively new to Bangladesh, others such a8 the power tillers
and brickfiield production are already ip widespresd wsne. The
innovative element in such cases ip the Lptroduction of owpnership
and management of such enterprises by landlesa groups rather tham
by wealthier private entreprensurs.

21. Although REP-s budgetr is small within the whlcle context of
RDPF 2 Core, its role is regarded as crucial. As ths markets Ior
products from traditional enterprises bocowe Saturated and the
demand for eoployment opportunities among BRAC s landlesa groups
increases, new coconomic activities must be introduced. While the
maln source of 3such innovation will be the BHAC membors
themselves BRAC staff seeks to assaist or accelerate this process.
The methodology for identifying, testing and introducing such new
opportunitiss is now established. HEP tahes responsibility for
the initial prodect identification and feasibility study, for the
gxperimental fisld projects and, if the technology/ technique is
succesaful, for providing finance and techaical support to pilot
projects undertaken by the landless groups. REP staff works
clossly with ROP/BAP held ataff and the TAECs. HEFP especially
secks 1o cnsure that appropriate systems for effective business
management of collectively owped projects are developed and
introduced. During RDP 2, REP s staff will be incressed from Lbhe
presant 12 to 25 to include not only additional technical
personne]l but also business management professionals. The total
budget for tha three yeara is Th. 1lbm

2%.. Another small but croclal support service for EDP 2 is the
Research and Evaluatioa Department (KRED). This ls responsjible for
caurrying ocut ongoing studies, Jargely at the request of the
progranme managers, to evaluate the sffoctlvensyy and impact of
HRAC s mctivities and to recommand changes in design and policy.



HED works closecly with RDP°s Honitorinz Cell which is presently
developing an improved fully intepgrated and computeriscd
managment information system. When fully developed, the new
systes will operate under three hroad headings: savings and
credit activities;, economic indicators; and socisl development
indicators. KED i3 also colluborating with the BOUP on the desipen.
implementation and analysis of & new system for collecting
baseline data from all loan applicants. Thlo informuation will be
computerised and used as the basis for continuous evalustion. The
total budgeted cost of BED over EDP 2 is Tk Twm.

23. The annual costs of these major componenta of EDP ? Core over
the three years 1590-82 can be sumsariscd as follows:

1830 1891 1332 Total

(Tk. m)
Instit. and HRD Dev. 12 13 11 J6 (USE 1. 1m)
Bavings and Credit 101 3 (19) 85 (Uss 2.7m)
Employ. and Inc. Gen. 14 18 18 50 (053 1l.6m)
Area & Reg. Dffices 63 31 28 120 (USS 5.8a)
Support Services 8 -1 23 %1 (0SS 1.6m)
TOTAL 188 = i o, 342 (USS 10.Bm)

ERAC Bank Project

24. As described in Section B, above, after four ycars under ROP
th: mature Arca (ifices sre bought out by the BRAC Hank Prolject
(LBP}) and become branches of the Bank. The costs s=o incurred
during the first four years of the BHF and the additional loans
made by these branches, together with BEP's invesiments far the
later purchase of the planned total of 300 Area Offices by 2002.
are summarised in the table below. Paragraph 29 shows the sources
of tha funds to mest thess costs and Annex 1 provides s more

detailed financial  analysis of the Project's assets and
liabilities to 2010.

BEAC Bapk Project - Funds feguired (in willion Takal

1980 18981 1882 1653 2002
Yoar Cum. Year Cum. Year Cum Year Cum.

= Purchase
Ex RDP 50 50 120 170 126 259 129 428
- Growth BBP _26 _ 26 _72 _88 11z 210 182 j42
Tatal T8 76 192 268 241 509 261 T70 3834

Fixed Assets 15 15 22¥ 517 21 s 21 78 379

Invest. & Cae=h 100 100 129 229 221 &51 94 545 130

TOTAL 191 191 343 534 483 1018 376 1354 4143
¥ '

-
]

ol



La) F;ggt Hequired - W0 Menbers Loans (Tk. T70r or UST 24 %3 i
1 3

25. The purchase =sum paid by the BEAC Bank Frodect for VO
menbers”® loans outstanding at the Lime of transition trom EDF 1o
the BHP is broadly expected to be the sape (Th. &.45%u per AO)
each year from 1992 anuwards. In addition, during the course of
wach yeoar, the BUF will b financing the furthor prowth of loanu
to members, for an increasing number of branches - 10 by end
1980, 30 by 1591, 50 by end 1952, ete. By the end of the fourth
year, the total loans by the BEP wo VO mesmbers will account for
6% of the tworal funds avallable. Thereafter the Bank will
continue to acquire the loan portfolios of mature Al from REOP
assuming BRAC secures continued domor grant funding for its Hural
Developmoent Programme &afcver 1952 (RDP 3), By 2002 when the EBP
will have reached its target of 300 branches, loans to menbors
will be slmost BEX of total assets (including depreciation).

26. The outstanding loans made to menbers by an Arca Office or a
BEP branch are a function of many factors - ref para 13. above
Those include the total numbsr of borrowcra, the average s=ize of
loan, and the term structure of loans (short., wmedium or long)
For ecxample, by the time of transition from an 20 to a Bank
branch, the total number of group membern is expected to be
between €-T7.000 (ie 60-T0 person per V0) and on the basis of
BHAC "s exporience it i3 conservatively assumed that anly 55-80%
of these wmembers will be borrowers. Sindlarly, increases in the
average loan size occur a8 mesbérs pain experience in using
credit, repaying one loan and then taking out aiolber. By Lhe
time of transition from an AD to a branch, the average loan size
is expected 110 have risen from Tk. 1600 at the end of the first
year to Tk.3500 at the £ifth year. Finally, the teran strocture of
the loans under the BRAC Bank Project is conservatlvly projected
ta be same a3 the present structure of RDP lending - 60%:37%: 5%
for short'mediun: long term loans.

(b) Funds Required = Fixed Aswsets (TKk TY.4m or USH 2. 0m - 1uuyy

27. The £ixod asacts acquired by the BRAC Bank Project - 10 Als
in the firat year and 20 AOs in each of the next three years-
arc shown at the gross purchase price, ile without deduction of
subsequent depreciation. The AD complex includes land, office and
staff accomodation, motor cycles, together with ull office
equipment and records. The annual figure varies because there are
the occasional additional costs of e=stablishing the regicnasl
offices of BEP. The accumulated figure &t the end of the fourth
year is Th.79.4m or 6% of thée totsl fundy available.
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(e) Funda Required - lnvestments (Tk 545m or USS$ 17.2m - 1893)

28. The remaining funda, ie those not loaned to Y0 members or
gpent on acquiring fixed assets, will be held on dieponit with one
of the cowmercial banks. The investments perform twe functlons.
In the early years they will produce a asigunificant income (bBank
deposits presently yleld 12%) In order to achieve the small
projected annoal operating profit - see Annex 2 By the end of
the fourth year, total cash and investments will be Tk 545m, 39%
of the total funds available. After 1993, they will be available
to be drawn down each year to purchase sdditlional AOs until the
full planned complement of 300 is reached in the year 2002, At
that date, investments and coash will be at their louest level
iTk. 130w}, Thereafter, they build wuwp again frosm nccumulated
profitas, allouwing repayment of the grant funds which Byal lent to
the BBP beginning in  2004. BRAC would reinvest thess funds in
slmilar programme to benefit the poor in Bangladesh.

(d) Sources of Funda - Donors (U2S 30 8m st end 1693)
—————.

26. The following table shows the scurces of funda for the first

four years of the BRAC Bank Project and the year it achieves the
300 branch target.

1851 18562 1503 2007
Year Cum., Year Cum. Year Cum. Yeur Cum. Cam.
Donera grant 156 156 260 4168 358 774 202 9718 978
Members Funds 33 33 75 108 84 202 117 519 2555 :
Operaticas Swplus 2 2 83 04 51 81 38, 99, _612('
TOTAL 191 181 3435 53'_1- a3 1017 377 1306 ﬂr,"lﬂﬁ: -

N \ -

30. All dopor funds required to establish the BEAC Bunk Project
on & gelf-sustaining basis are disbursed to BRAC duriug the first
four years and onlent to BBP without interest (As shown in AHHEX

1}. The primary arguments in favour of this front-ond loading
structure bre:

- the wupfront wmoney allows BBP to be independent of
donors after the four yeor commitment of funding. This
benefita both BRAC and the donors, not least in the
dumonstration effect of salf-sustainability for other
NGQa and governments.

- the wupfront funding structure providés the BEP with
significant <{ipancial protecticn Ifrom potential
shortfalls in loan portfolic income. The investment *

1l



income (for which no loan loss provision im regquired)
is a secure source of Lncome for the future.

- it is difficult for an organisation o plan jta
expansion ip an enviropment of uncertain funding.
BEAC s rate of growth wvould have to ba wuach lesas in
order to aveld the risk associated with the posibility
of Tunding being held up or ot provided, au donors Tiry
to Juggle competing demands for funding in the future

d1. A furthér and sost important advantagoe of froent-end loading
la tha flexibilivy it allows in the event of certain key
asausplions "ot belng realised. BEAC carried out waripus
sensitivity analyses to teat the affect of modifying the most
eritical aasumptlions, specifically:

- incpeasing the loan loss provision by 50%, L.e. from 2% to
3% of annual dishursement.

- reducing the rate at which the loan partfolio of an HDP Area
Office and BHP Branch buillds up by approximately 10%.

- Ilnoreasing the pusber of staff (by one PO or three FS) in 3
BEP Branch from the third year of BEP operation.

Significantly esch of these downside =cenariosr can be
accommodated by different solulions instead of the obwicud
solution which is silmply to raise more funds for BOEP from donora.
BAAL ostaff bave conducted sufficlent contingency planning and
havée now run soveral doZen sceparios illustrating the effcots and
inter-relationships of the variocus project clements. The most
flexible eption fa for BRAC mapagement Lo adjust the timing and
number of AUz which bocome BEP branches (tharefore delaying the
date that BOP reaches ita target of 300 branches). BHAC can alao
postpone HHBP'n repay Lt of the donor grant funds to BRAC., These
decisiona would be e by BRAC and its donors as needed and only
after the resulta of neveral years of actual implescntution of
BOP at whiach time the correctacuy of the eritial susunptions can
be re-assessged.

(e) Sources of Funds - Hembers Fund (Tk 318z or US% 10 Om in 1353)

32. Tha Hembeéers Funds are msade up of individusal sembers savinga
together with the 5% group tax (which each borrower is reguired
to pay on the value of every loan taken). The discipline of
refular saving is an easential part of HDP's human rescurce
development tralning and the projected levels of savings are
based on the past expericence of existing KDP Areca Offices with a
progresslive adjuste=nt to allow for members to reduce or withdraw
thair savings over the years. By the end of the fourth year,.
thease fundy will account for Tk, 3189 or 233 of the funda
available to DBOP increassing to G1% by 2002.

12



(f) %;;;M of Funds - Qperations Surplus (Tk 99 am or US$ 3.2u in
)

35. The Operstions Surplus or Met Operating Profit (ref BAnucx 2)
iz the interest income recalved by BBP from loans to Y0 members
plus the income drom investments, less the inlorest maid on
mombers” savipga/deposits and less brasch/regional /head office
Operating expensas. There 318 alse a loan loss provision @ 2% of
disbursemants., (N Depraciatlon of the fixed assera hsa bsen
added back - ref para 28.) The financing structure for BHP is
designed to ensure that thlis surplus iz poaitive evary year
(except for a logsa in 2002). By the end of the fourth year, this

OoPerations surplua is projected to be Th. 99 mor some % of the
total funds.

{g) Legal Status of thae BRAC Bank

34. On the advice from sanlor aofficials in the Bangladewh Hank,
the governsuut @ cantral bank, BRAC-has decided to follow a twe
step procesu ln formlpg the BRAC Bank. It will inlcially begin as
a prodect of BHAC (similar to any other NGO predect, 3Juch as RODP
2) for wuhleh formal approval by the pgovernment has alréady bean
requéated. After two-three years of operating sxperiencs,
depending on developadnta, it will request a» special charter from
the government to astablish & separate legal entity to operate
for the bencfit of the poor simllar to that of CGramecen Bunk which
alao initially began as & project. As an NGO project. the Bank ia
simply an operating unlt of BRAC without {ts own equlty
structure. As such it will be under the overall contreol of BRAC s
existing Boasd of Directors and sublect Tt the regulstions
governing WOQs. '

B om sk

{a) Non-Forsul Primary Educatlon (Tk 152m or US$4.8 m)

35. BRAC s WFPE programmse provides approprlate education to ruryl
pooy children (70% girls) between the afes of B-10 and 11-14, who
hava sither pover enraolled in, or who have dropped cut of fermal
primary achools. The younger children recelve thrae ysars of
edugation whilst the same curriculum is compressed into Lwo yvars
far tha older children. Since the programms uay first started
with 22 centres and 8TE students in 1586, 1t hod expanded rapidly
with & total of over 2000 centres expected to be in operaticn by
the end of 1989 and a total of owver 60,000 students enrolled or
graduated. Of the firat batch of students who graduated in 1688,
95% have galned admisajon to formal primacy schosls in Class IV
and are continuing their studies.

13



36. Under the umbrella of RDE 2, BRAC will be starting a total of
1500 peéw classes for the jyounger chlldren Ain the three years
1890-82, and 1500 classea for the older childrea in the sanme
period, a total of 3,000, Tha total number of schools then in
cperation will be: 2,606 (1980); 2,880 (1581); and 2,500 (1982).
In vterms of geographical location, priority will be glven to
achieving a major coverage of all arsas where ¢ither the ROP or
the BRAC Bank is or will be in operation. Given the popularity of
tha NFPE programma with parenta, this will facilitate more
coberent integration with BRAC s other activities, increasling the

opportunities for avareneas ralsing, community participation and
solidarity.

37. The total cost of the WFPE over the three yoars is eatimated
at Tk.152,0m (USS8,Bm) of which Tk87m is for the B-10 year old
classes. The major costs components are:! teachers salaries, all
of whom are trained by BRAC at the TARCs; tesching aida and
equipment; books, charts and supplies;: and =supervision by BRAC s
apéciallly tralned MEPE Programme Organisers esch of whom locks
after 15-20 schools. Taking all costs into account, including the
rer*al of <clasarcoms, the average annual coat per 8-10 old child
18 .. 203 and for the 11-14 year old Tk.560.

{b) Incoms Gon tion for Vulnerable Group Dev ment (Tk 42w or
US$ 1.3m)

d8. BHAC's 1CYGD programese i3 a aspeclal componcnt of the multi-
donor assisted nationwide Yulmerable Group Development programme
targeted at the destitute women in rural Bangladesh - those with
no land, minimal income, and living without a husband "3 support.
ERAC"s IGVGD is & cooperative effort with ths Department of
Relief & BHehabilitation, the Departsent of Livestock, and the
World Food Frogramme operating inm 32 wupazilas. The initlal,
ongolng. programes launched in 1987 providuas skills training in
poultry rearing to 1500 destitute women in eoch wupozila and the
subsagquent opportunity., assisted by credit from BHAC, to sarn
betwean 150-400 Tk, /month. BRAC {s scaking a total of Tk, 41.6m
with which: (a) 1o complete its current two year programme in ths
original 32 upazilas by mid 1950; and (b)) to repeat the highly
succassful programme in a further 32 upazllas. BEAC s RDP ia in
oparation in a Tew of the initial group of upazilas - and some of
the IGVGD woman are also members of BRAC s V03 - but while there
i close collaboration between the IGYOD staff aod RDP staff,
aach have geparate offices.

38. The Department of Livestock's sctive collaboration in tha
IGVGD programme comprises supplying free vacclnes to poultry
workera and supplylng chick rearers with improved breed of day
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old chicks at cost price. ERAC regards this collaborstion as an
important achievemsnt in lts own right since a major ohiective of
the ICVCD progromme §s to facilitate the access of poor women to
exist government services which will continue to function
after Lthe HRAC yroject has come to an emd.

(c) Managesnt Development Programme (Tk 42m or USE 1. 3m)

40. While BRAC's collaborative efforts with government on
programmes such as aral rehydration therapy, NFPE and 1GVOD have
bean soccesafuyl to date, BEAC feals there s 3 need to extend tha
lesgons of such experlence, especially among =enlor Fovéernment
of ficiala, in an attampt to achieve even more and hot lesat when
BRAC s inputs are concluded, This ias a logical esxtension af
BRAC s attempt®s to promdte programmes which reach the landless
poor in the masnsive numbérs required, and it forma the rationale

behind the Hanagement Development Programma-® (BDP). The twin
objeotives of the HDP are therefora to:

- develop and teach ways by which mansgers of rural
davelopnent activities and projects, especially local
covernment officials but also otaff of BRAC and other
HOQs, can operate more efficiently, notably in the
dalivery of goods and sServices to the landle=s poor,
through intensified practlcal collaboration work wt
upazila, unlon and village level

= infurms and orilent senlor government officials wo Lhe
benelita arialng from and the methods of schieving &
more wvjuitable distribution of governmaent sorvices,
eapecially 1o reach the landless poor, and to indicate
the role they themselvea can play in enabling fleld
based oificlalas to work effectively for the yural poor

41. Fellowing discussions with the appraisal rteam, BRAC s
original proposals for the MOP have buen pcaled down. ke plamnced
programsme will still include: research and ducusentation of
BHAC s experlences and mathodology in managing rural development
for incoarporation im tralning materlals; field workshops and
laboratories; and {p-service education and training courses.
However, the fileld training activitles will utilise existing
facillties such as the TARCs and only in Dhaka will cthere be an
sdditlonal facillcty, & management tralolng centre. The capital
cost of the HDP {s therefore reduced to Th. 29 Bm, largely in
1990 and 185%)1, and there i3 a simllar redoction in opurational
costs 1o a net total of Tk. 10.8a.

42, The annual costa of these three Sactoral programme:s under RDP
2 over the three years 1950-5Z can be sumsarissd as follows:
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1890 9 1881 @ 1853 2 Total

(Tk. m)
Non-Formal Prim. Educ. 45 54 53 152 (USS &4 ,8m)
Inc.Gen. fur YCD 12 14 16 42 (USS 1.3m)
Hanagewant Dev. Prog. 12 22 B 42 (UST 1.3m)
TOTAL dd S0 237. 235 (USE 7.4 w)

D. HETHOD OF FUNDING

43. The revised budgets for RDP 2 and the BRAC Bank Project can
be summarised as follpws:

ROP 2 BBAC Banl Totz]
Core aac Frog, ,
Tk.a USSm Tk.a 0US3m Thi.m (US%m Te.m USSm
v R O R B O+
1391 .k 7 3 4 b 35
1892 &6 16 %?_ E.J.i 353 11.3 501 15.8
1953 RDP 3» 202 6.4 Z02Z 6.4
TOTAL 2 108 2% 1.8 976 308 1554 49.0

* From January, 1933, donor funding will be required
for the naxt phase of RDP - ROP 3.

44. Againat these budgets, and on the basis of inforasation from
individual mombers of the donor comsortium, BRAC is seeking to
obtain the following contributlons from the donor adencles:

1580 1991 1383 1983 TOTAL

AKF /CIDA ] 1] 4.4 4.0 6.0
DANIDA 1.8 1.0 1.0 all 4.5
EZE 0.8 0.9 D.8 .0 2.6
FE .1 A | = = | .4
NORAD 0.8 1.1 1.3 2 3.5
WOV1E LB 4.2 3.5 .6 12.0
ODA i.0 4.1 3.4 .5 12.D
SIDA 1.8 2.1 .7 -3 6.0
TOTAL 13.3 13.5 16.8 6.4 45.0
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All donora have indicated their preference to contribute
collectively to the EDF 2 and BRAC Bank projecta. Lte npnot to
carsark funds for specific items 1in the budgets. There i3 an
understanding that E2E funds would be applied to KOP only and
HOBAD funds would be wused for NFFE and BEP. BRAC has reguested
that the disbursements be phased to match the cash flow
requirements of the tuo projects as summarised abave,

45. The Ford Foundation office has agreed to continuz to act au
the local liaison office in Dhaka on behalf of donors until
project implementation geta undervay. [ndividual donors should
communicate to the FF, together with EBEAC, on any coustraints
such as the timing of formal commitments and disbursements. FF,
togather with BRAC, will coordinate with the local donor
rapresentatives to secure the fimal project agrecments and wo
engure disbursements of funds to wmeer BRAC's cash flow
requirementa. NOVIBE has agreed to take over coordination of the

consortium from the Ford Foundation by the start of the project
in January 1990.

ib) Fipapcinl Digburscments

46. The following arrangements for financlial disbursements have
been generally agreed upon:

(a} Disbursements would be made twice a year., in January and
July (unlesa otherwise gualified by a particular donor
ag4ncy) in three atages:

- BRAC would prepare and forward withdrawal
applications to the donors based on the previously
agreded disbursement schadule

_ donora would disburse funda by transfer ta  the
BRAC account at a commercial bank which sould be
redited with the taka egquivalent of donor fand
remittances. Donors  would forward & notlice of
disburseosent to BHAC and the dopnor lisison office

- Within five daya, BRAC would confirm the receipt
of funds to the donor and the donor lialsan office

(b) Flooncial accounta, in a format to be mutually agreed
upon, would be prepared and sent quarterly ww dunors

11



E.  DONOR COORDINATION
(a) Auditing

47. The consortium will Jointly hire exterual auditors for ROP-
Z/BBP for 1950. The auditing firm, ACHABIN Co., was selected by
donors from a short list assesbled Ly HOVIB und HBRAC of ten
reputable companies working in Dhaka. ACHABIN is BRAC 2 auditor
~for 1885. To coaply with donor regulations and optimise use of
yesources BRAC will propose to use the same chartered asccounting
firm to its Annual General Meeting scheduled to be held in Hoy
1990 as the BRAC external auditor for 1950 and BRAC will continue
to pay for ita annual audit. To cover the first alx sonths of
1950 bafore BRAC selecta its firm, the donor consortium will
cantraset with tha auditing fire to undertake specific auditing
tasks with respect to EDP-2/HBP at the request of the consortium.
The consortium mby alac exerclse ity option to request additional
investigations should circumstances sarrant and at the request or
recommandation of the citersal wmonitoring tean {see below). A

provision has besn made in the consortiom budgetr for this extra
suditing work. '

48. The selection process will be repeated at the éend of 1990
for 1991. Acv tha end of 1990, & now auditing firm will Le
selected wuning the proocdure described above. ‘The change of
firmas i3 nocossuary because of Governmunt auditing requirements
for NGUs which necessitate a change every two years. HWith this
procedure thoers will be one anoual external audit of KLP-2 7BEP
accounty undertaken by a firm asgree=d by the consortium which
would also serve as BHAC's external auditor for ROP-2/BBP and its
othaer activities. Should BRAC decide to cemploy a different firm

than tlat engaged by the consortlum thea tuwo external audits will
be conducted for that year.

(b) Eeporting

49, The caonsortium will accept a common framework for
reporting by BRAC.

A) BEAC will provide quarterly finuinclal reports, in o mutuslly
acceptable format, which includes key  otatistical
information on all aspects of EDP- Z/BOP, comparison of
actuals to targets disaggregated by gender and use of funds.

3) BRAC will provide a comprehensive semli-annual narrative and
lin:::ill raport for BDP-2 and BBF within 90 days of the
per .

C) EEEEPHilI provide annual audited firancial reports for HDP-
' :
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D)  BRAC will provide coples of all RED reports and studies to

consortium members and other special information it produces
as part of icta MIB.

(c) Monitoring. Evaluation and Impact Assesyspent

50. The donor consortium agreed that monitoring, evaluation and
impact studies are required to assens levels of schivvement of

project objectives. The process of each of these thres
activitien to be reported 4in both qualitative and guantitative
terns were defind as:

A} Mamitoring * to asgsess progreas made 4in the
field against targets and goals

defined in each of the programme
{(and project) plans

- to recomin nd adjustecnts in
programme pling a8 RBECaSBary

- to provide @n early wvarning .tljl'ﬂh.ﬂ
with respect to future targets and
goaln

B) Evaluatlon - tc eatablisk the achlevement= of
each programss over Lime

- to analyse their schiavements in
the context of the original
objectives

- io BszBess hathar INpULE wWare
sufficient and appropriate in
relation to the obhjectives and
achlevescnts of the programme

- to make recommendastions for tha
planning ef future programmey

Cl Inpact Assesoment - to casure the impact (% 4
interventions and scrvices provided
under HDP-2 and tLhe HRAC Bank
Project and of BRAC itself on the
liveas of the people wperved by the
Frogrammcs .

51. A persmanent core teas with four menbers will undertake
ragular monitoring visits at least once a year. Team members”
main ficldy of attcution will be; BHAC Bank operaticns; amull
enterprisc activities; rural development; and managament. The

19



team leader will be responaible for ensuring that geuder issues
are addressed by all members. The first vislt will take place in
the third guarter from the start of the projects and each
monitoring exercise i3 expectad to last about four weeks. In
pddition to this core momitoring schedule, cortain programmes and
lusues will roquire attention at intervals depending on apecific
programme cycles and the obsarvations and recommendations of the
cara monltoring team. Those issuss are cipected to fpclude:
staff development and training; non-formal primsry educatlon,
institutionsl deéevelopment of willage organisations. developmant
of tha bank; and mapagement information systema. Other specific

monitoring requiréments may alse be ldeatified after commenceacnt
of the projects.

2. A nid-term evalustion will bs carried out in the firstc
quarter aof the third year (1992). The main objectives will be to
undertake an in-depth investigation of progress of the BHAC Bank
Project aussusing its affectiveness in lending to the poor and
financial wiability. and to evaluate HDP-2 and to make
recommendations for the implementation of RDP-3. A final
evaluation of the project will also be conducted at the end of
the project. Donors may also hire short-term consultanta to
ausist BRAC in drawing up and implementing a long term plan for
impact asscssment Lf neaded by BRAC™s Besearch and Evaluation
Division. BED has already drawn on advise from outside experts
and i3 initlating dsome assessment of 4its scotivities through a
planned logitudipal study in four oclusters of Are:s
Offices/Branches of RDP/BBP to measure changes in soclal
indicators. X

5%. Each donor submitted resuses of sultable candlidates for the
above functions to BDRAC and to othar consortium members for
consideration. The consortium selected the monitoring tean and
four perscns for smactoral reaviews at the November 15985 meeting.

{(d) Dopor Liai=scn Office

54. A Liaiscn Office in Dhaka will be eatablished to serve BLAC
a3 well as the donors in the execution of Lhe agrecsculs made by
the consortium. The purposes of the Lialson Office are tof
facilitate the mnecessary compunications betwen ERAC and the
donors as well among the Individual donors, and prepare and
undertake follow wup action on asctivitles resulting from
agresments made by the consortium. The Office will be staffed
with one Liaison Ufficer to be employed by NOVIB on behalf of the
consertium. The selectiosn and subsequent performance of the
Offlcer must be ascceptable to all mambers of the consortium
including LRAC. Each donor will contribute to the annual budget.
for the lialsen affice.
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5%. Specific task= of the Liaison Office will inclade:

- menitoring and coordlnating of plannced disburscsents
according to BRAC's reguirements and donors”™ {financlal
abilities.

= coordinating any necedsary changes in financial reguiremsntys
as well as plonned disbursepents.

- monitoring and coordinating reporting by BHAC.
= a3alating in the preparation and conduct of consortidsm

peatings and the preparation arnd timely distribution of
plnutes from all such soetings.

- ausisting In the preparidtion of terma of reference and
scheduling and conduct of wonitoring review and evaluation
pizsions.

= informing donora of any unforeseen changea in BEAC s plans
and facilitating agreement among donors Lo any significant
pr<ndmants in the plana.

= other tasks 83 decided by the consartium.

(e} Consortium Mectin

56. The conuortium membwrs will wmeet st  lesst tuice & yuesr in
Dhaka during Hay and in the first week of Ikcember. Thiz scheduls
will permic briefings after the completion of monitoriag miaylons
or evaluation missions to allow for discussion of findings, Exact
dates for puch meetings will be set at lesst 3 monthd in advance

to ensure maximum attendance and to enablée memlers not living in
Dhaka to attend.

61. The consortium mambers will ensure Lhat a Tollow wup
programme i3 planned at least ane year ifore ROP-2 expires to
ensure programme continulity. An initisl meeting will be enlled 1o
invita any interested donoras ror future funding of EOF-3. This

does pot imply any commitment by existing consortium membera to
fund RDE-3.

58. Each donor will coptribute to the cout of theus functiony in
an equitable proportion. An overall budget of roughly two percent

of the total coast of the project (US§ 49m) was socapled by tho
conaortiun,
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BRAC BANKE PROJECT PROPOUSAL

Summary

BRAC proposes establishing a specialized rural financing
institotion, the BRAC Dank Project (BBP), to supply credit to
landless groups organised wnder its Rural Development Frogramme
|RDP). BBP will be established in 1930 and will be managed by BRAC.
Both BBP and RDP will engage in credit operations - with RDP
developing and managing branches for the first 4 yearss and
establishing a stringent credit discipline and showing prospect of
financial breakeven within a years. All the costs of establishing and
operating new branches for the first 4 years of each branch will be
Fnrne by RDP out of grant funds. At the end of 4 years, each branch
will be bought out by BBF. By the year 2,002 there will be 100 BEP
branches covering 1,200,000 landless borrowera.

BBP is expected to operate profitably from 1950, generating
surplus over operating expenses. Total investment requiresents to
establieh 300 B3P branches by 2002 are projected at Tk. 976 million
(US $30.8 million). :

BRAC is zeeking these funds as grants for financing lending

operation of the BRAC Bank Project.



BRAC BANKE FROJECT

1. INIRODUCTION

Bangladesh Rural Advancement Commiktee (BRAC) is a non-government
erganization, established in 1372 and has been working to improve the
lives of the rural poor. Its core programme, the Rural Develogment
Progranme is reaching the landless poor mwen and women through 72 Area
Officea in 45 vpazilas. These offices have succeeded in mobilizing
and developing more than 5043 Village Organizations (VOs), 2495 for
women and 2248 for men with ITU,ﬂ!i-nembﬂra in 2677 villages. Through
these Village Organisations, qﬁ#gﬁrted by BRAC Area Offices, large
nomber of landless men and women have received training and é;ﬁulnped
skills to manage their own affalrs. Thece village organisations have
mobilized savings (Tk. 66 million) and utilized local resources to
engage in employment and income generating activities and have
received, either Individually or a3 groups credit through DRAC's
_Revolving Loan Fund (Tk. 337 million). '

The demand for credit is increasing with the increase of members
in village organizations attained through intensive coverage by and
E:pﬂniiﬂn of Area Offices. BRAC at this stage plana to develop & new
strategy. Three features characterise the nev stages of evelution as
projected for future Lnvolvement:

i) Adoption of four year cycle of the Rural Development

Programme (RDP).

ii) Fhasing out of direct BRAC suppoert to s given RDP area after

approximately four years ol opeération of BRAC Area Office,

thus enabling staff to operate in new areas,
iii) As a consequence of (ii), establishment of new and largely

2



2.
2.1

sel E-gupporting credit institution (the propoced BRAC Rank
Project) to mestk the credit needs of villages [ordecly
served by the Ravolving Loan fund operated Ly BRAC Area
Officea under the RDP.

The Proposal
The Objectives

2.1.1 The Primary objective of the BRAC Bank Project (3EBP) is to

2.2,

2.3

improve the guality of life of the most disadvantaged section of

the rural community by raising level of income through extending

credit support to those who have not been served by the formal

credit institutions.

The objectives of establishing the bank is to sustain the support

extended to the rural poor by BRDP and to institutionalize the

credlt scheme by forming a viable and self-custainlng entity as a

credit fnstitution specializing in Einancing the rural poor.

The Target Feople

The assetless poor, men and women, who survive by selling manual

labour are the target pecple of BRAC Banpk Project. The target

people will be mobilized, trained and formed into Village

Ocganizations (VO), separate for men and women (mostly covered

during RDP phase). Special emphasiz will be given to women.

The Kajor Components

The major components of the proposa]l may be outlined as:

- Provision of credit to members of village organizations for
income generating activities.

- Mobilization of savings of the V.0 members.

- Establ ishment of Branch Office, Regicnal and llead Office.



3. Credit:

Currently BRAC's Rural Development Programme (EDF) operates a
Bevolving Loan Pund (RLP) designed to meet the credit needs of BRAC's
landless group msembers. Loans realised are credited ro and form a
part of the Revolving Loan Fund which is used for extending further
credlt. Thi:z ravolving proceas (lending, recovering and agsin
lending) ensures credit facilities available eventually to all Jfoup
members so that they can create self employment and earn income.

The BLF programme has the following cbjectives:

- Revolving loans should stimulate employment for both men anc

VOomen

- Credit should help mobilise unproductive or underutilised

cesources (for example village ponds, unused government land)

- Credit should stimulate new kinds of rural industries (for

example seri-culture, which had previcusly been confined t2
only one part of the country)

- Credit should diffuse approprlate fish culturs technologles,

irrigation technologies, horticulture technologies etc.

The types of projects funded by lcans include 1) paddy, potato
and other crop cultivation, usually on leased land, 2] Lrrigac.an
projects in which the landless own the tubewells and aupply water Lo
farmers, 3) paddy and oll seed husking, 4) cattle and guﬁt cearing, 3)
rural transport, rickshaws and push carts, 6) rural Industry including
cice mills, brlckfields, weaving, seri and eri-culture (811K
production), and api-culture (bee keeping), 7) leasing of markat
place, 8) petty trading, 9) fish culture, 10) poult:sy rearing, 1Ll)

vegetable and horticulture nucrseries, anc 12) food processing. Loan



disbursements by June, 1585 totalled Tik. 337 mi’lion with an on-time

eecovery of 93.39%. (See Appendix 1 for RDP Report, June, 1985).

There ace nine basic undecwriting criteria fzr RDP locans:

i,

2.

3.

The loan will be granted on a self-licuidation Sasii.
Repayment of principal and interest ls generally szzectad tc
derive from the use to which the loan is put, but the
berrower 1s expected to make regular weekly payments and
retire the loan from any available resources.

%o loan is given for consumption purpozes

No lcan is given to a borrover to buy land from ancther
borrower who owns less land than he does

Since poor pecple have competing demands on their Lacome,
loan repayments sust ismediately Eollov recsipt of income
The bocrowing group must contribute Ats own resources &0
that all members have a significant stake in the scccess of
the venture

Ho "collateral™ in the normal sense is reguired, unless it
is avallable from previous projects or grous rescurses
Thers 15 continuous and ilntensive =aonitoring of thé project
during the life of the loan

Priocity is given to projects which have a strong sgcial
development component

Pricrity Is also given to projects which have high profit

potenclial.

Before a group 18 eligible for loans it must meet the siz

following conditions:

l.

It must have regular weekly meetings and make regqu_arc



savings deposits

2. It must have a bank account

3. It must ba able to manage its own finances and
administration

4. It must have savings equivaient to ten percent of the loan
requested

5. The members of the group must have completed functiconal
education training (Social Awareness pari)

6. It must have proven group cohesivenass.

RDP and BBP will continue to se&rve BRAC's currant target group =
the rural landless defined as "those who sell their own manuval labour
for more than 50% of their household income™. Current golicy stresses
a group formation pericd of about 3 months, during which groups of
unrelated people (either male or female, never mixed] are ¢ncouraged
to form and are closely observed. During this period after an inftial
survey to determine eligibility, RDP assists the individuals throough
meetings to form an informal group which after 2 months or sc becomes
& VO with rules and regulations. These require regular attendance atc
weekly group meetings, pi;ticipitiun in & savinos scheme and in
functional education courses conducted by BRAC, Groups ar2 generally
50=-70 strong with leaders selected by group members and jiven
additional training by BRAC's TARC in leadership development and
managemant. ODuring this phase groups are encourased o Jndertake
economic schemes on & collective (group] basis using own groug
savings. Loans age dellbecately not glven during this Inizial &-
months phase with exception ko women groups who start recelving loan

after three month of group formation. These Vs are further divided



up into small groups of 5-7 members in =ach sub=-groups each with an
elected group leader to facilitate lending operations.

The processes necessary to meet these conditions normally take at
least gix wonths. 1In the esarly stages of BRAC's credit operation
programnme, a4 one year period was thought to be needed to create groun
cohesion, but experience has shown that 3iz manths perioad was
sufficlent.

Five parcent of the loan amount 15 set aside 35 borrower's saving
and since loans normally require almost no coliateral, another 53 is
kept aside in group fund to serve as 4 securlity to ensure Cepaymenc.

All group savings and group tax will be deposited with Bank.

Loan EIcooSals:

Loans <an be given Lo indiwviduals or to groups. If the lcan la
to an individual group member, It mous: recelve the approval of the
group. For effective supervision of loans, & Management Cooalttes
(HC] of 5 to 7 members selected by all members iz formed for each
village organisation. The duties of the committee are to superviss
all leaas.

Lean proposals are cgnsidered by the groups during their weakly
mestings. For a valld meeting, two thirds of the nmembershiz must Se
present, and 75% of those attanding aust approve the lcan agpllcation.
Participation and group responsibilicy is thus an essential element of
the loan process.

Afcer the group has approved the loan application, the ORAC
Programme Orsanlser (PO) cesponsible Ior the group submits Lt to the
Area Manager. IE tia loan is Selsw Taka 5,300 (i can be authorised by
the Manager, othervise it must be authorised by the Regional Manager.



8BF Loana will be made to meubersz of village organisatisns. These
loans will be made to individuala and groups for a range of {acs and
non-farm businesses. Statistics as of June 1589 revedla that the
majority of funds have been invested in agrisulsure—irrigacion,
agricultural commodity trading, livestock, fishecries, fotd zrocessinc,
cta.

The distribution of credit wis & vis, engagement of borrowers in

sector is as follows 2s of June 1989, RCP report:

Majcr Scheme Cloagpcad

Schepes ITotal Loac 1 of Total
A. Agriculture & Agricultural related:
i) Agriculture & Ircigation 68,905,748 20.4
ii} Livestock 54,069,705 15.0
1iil) Agricultural Commodity
Trading 119,341,759 35.4
iv) Food Processing 35,213,411 16.4
B. Rural Industries 20,296,825 6.0
€. Rural Transport i1,703,5980 3.5
D. Others 7,309,242 2.3
' 137,040,639 100,0
=ss=s=====z== zzze=

Agriculture and Irrigation which cover crop cultivation as well
as ownership of irrigation assets (Deep tube-well and shallow tube-
well) by the landless groups account for 21% of BRAC credit. BRAC
puts special emphasis on extending more credit to faclilitate the
purchase of more deep tube-wells and shallow rube-wells during the

coming years ander the Bank Project as an eliort O IncCrease



djrectuatural productivity and also ifsproving the income disscisusion
fattem In the rural sector. The shara of agriadultar:z and ircigatisn
sector loan 15 expected to Increase in the fature. BEAT i3 conviacaed
that in the absence of a well develocped and well organiasad non=farm
sector, agriculture will comtinue to absorc the 1ew entrants in =oe
rural labour force in the forssesables futura.

Trading in rural areas is based on agricultural commodity. 353
of BRAC loan goes to commodity trading and 16.43% ko food sroceszaing.
Livestock which accounts for 16% is basically to strengthen the
agricultural crop cultivation. Ffence, more than 303 of 3BT credle
gjoes to strengthen the agriculture sector by creating infrastructure
and -self-employment opportunities for the rural labeur force.

Interest will Se charged at 163 for term loans of various
maturities - short (up to 1 year), medium [up to 1 vears] and Long
term (above 3 years}. Borrowers are expectsd to Borrow on average TK.
1,600 (first loan), Tk. 2,200 (second loan), and Tk. 2,300 (third
locan) and Tk. 3,500 for a Fourth loan. In sddition, lcans will be
made to group businesses. Curcent on-time loan repavment is 93,39%,

Both BBEPF and RDP will continue curerent practices wherebv BRAC take
credit to the villages via PUs and village-level workers (2alll Shebok
= #8, for moce on staffing, see Sections % and 7). To e ellgible far
credit, borrowera must have particigated ln a functlonal educatlon
\FE)} course and a fegqular savings programme. Those without a savings
record Or with a history of loan default will not be eligible Ffor
loans.

These loans would continue ko be made for purpases declided &y
individuals (in the case of Individual loans) and by group {in che

case of gqroup loans), with individual loans subieer to discussion v



the borrower's group, particularly wilth regard to loan purpose,
borrower's skill and knowledge, and lcan slze. Within the group of 5
and the group of 50, peers scrutinise loan proposals, repayment
records, attendance, ete., to determine individual eligibility [er
lcans. A loon proposal Is made (on a standard format), agreed within
the group of 5, then the group of 50—~ with the group acting as
equivalent to collateral. Any loan default within the smaller croups
of 5-7 renders all 5-7 members disqualified from taking further loan
until the overdue is paid.

Group borrowers are éxpected to establish satisfactory lndividual
loan repayment records and demonstrated group selidarity. In the case
of individual loans, first-time borrowing would be largely confinsd to
ashocrt-term l-year lcans of Tk. 1,600 or =o, but with exceptions
expected for some businesses like weaving, rickshaw pulling, land re-
mortgage, etc, Group loans are not made in the first year.

Savings are a precandition for loan—taking, with loan repayments
collected weekly by the PS and deposited in the Area Office of RDF.
Once BOP resumes operation loan instalment will be collected by Bank
Project staff and will be depcsited with BBP,

Procedures:
Loan approval ceilings are:
Branch Manager (BM) = Tk.5,000 (according to salary ecale
designation-VIT, VIII)
Regional iﬂhﬁﬂif (RM) - Tk. 10,000
Executive Director [ED) - Above Tk. 10,000

[Upward revison of financial authority is in process)

10



Record-keeping and reporting formats are shown Ln Appendix 2:
- loan . proposal f[orm;

- weekly financlal statement;

- monthly credit statement;

= 3 monthly non-financlal statement.

Mopey Transfer Erocedures:

In RDP locans are issued in the form of cash smade cut to the group
members in the presence of the Management Committee of the village
organization. All accounts are kept by the staff in ths Area Office.
P8 of RDP collects repayments from the loanees a5 they are due and
depoaita the money with iﬂ? Area Office.

Afrer RADPF being bought out by BEP the loans will be made directl
to the méember of groups by BBP staff in presence of the mpanaging -
committee ss Is done by RDP now.

Loan repayment currently averages 93.3%% with some variation
atcording to borrowers' gender, loan maturiry, loan purpose and bra
location. Broadly speaking, loan recovery is above average for femal
borrowers and (mkrginally) below average for male borrowers - 2
- phenomenon experienced also by Grameen Bank. The greater rick [and
associated lack of prior group experience] of fisheries and s1ugal
industry investments which requlre wedium to long term loans are liEﬁL
reflected in below average recovery. WVariations according te locatial
reflect 3 factors:

o age of the branch: older branches generzlly have lower recovery
due to overdoes accumulated in the early days of the credit
programme, when procedures were £till being worked out;

-  local variations in suitability to loan types and the higher ris

11



of new schemes;

- some variation in BM and PO commitwment and oki.ls.

RDP policy will be to aim for 1008 recovery vwith overdues met
from group fund. The 2% loan loss provislon is not a substitute for a
100% recovery objective but rather a conservative accounting
convention, chosen to protect agalnst some lnevitable write-off of
losses.

By Incorporating RDP branches into BBP, BRAC intends to create 3
effects: ‘
~ build up capacity to lend to the poor;
- Facilitate the training of branch stalf;

- provide a financially sound base for expansion of thé credit
apecration.

Upon maturity of an RDP branch, BBP would buy out the assets and
liabilities following a4 pericd of initial operation, calculated from
past RDP performance and shown in the projections aa 4 yearsa.

Valuation for buy-oot will be determined by & formula taking
account of the cost of land, the depreciated value of building,
equipment and furniture, and a figure for loans ocutstanding net of
overdues.

Current projections show BBP taking over sach 4 year branch fox
Thk. 985,000 Tfor fixed assets and Tk. 6,457,000 to cover loans
outstanding.

Criteria for buy-out would be hated on perforconce, taken to
include: .

- financial breakeven

= on time loan recovery of 1008,

12



It is expected that an RDP branch will take 4 years to resch this
point of "maturity®. Some branches may take longer, in which case
they would remain within RDP until operating at or near breakeven.

BBP would not buy-out branches, which cannot fulfill these criteria.

During RDF phase a branch is initially staffed by 1 BM and 3 POs,
usually in rented accommodation to begin with. From the start aof the
Area Office an accountant is appointed. RAs lending growz, the
village-level PS are increased in number (On an average 1 branch
covering 50 villages will have 10 PS). -

4. Savings:

The saving programme is a vital component of the Revolving Loan
Fund. Teo obtain a loan, borrowers must have savings in the group fund
equivalent to 5% of the loan reguested. However, these savings are
not necessarily invested directly in the loan-assisted activity as
group individual equity. Savings accumulated by group members uptil
June 1989 stood at TR. 66 million. -

Savings are compulsory contributions = initally of Tk. 1 per week
for women and Tk. 2 per week for male numbers and based on the concept
of "mushti® iuhl:lhf households save 1 handful of rice/day). Besides
compulsory centribution of Tk. 1 and 2 per week the members are
encouraged to save more. Savings are individual savings. In
addition, group savings are made by charging individuals 5% as group
tax on loans made. Group funds are also supplemented by profits on
group business.

The incentives to save arise partly from interest (at 9%) bot
largely from access to credit. Without savings, no credit is given.

Individuals cannot withdraw own savings - unless they complete a



minimum numbér GE years of membership, or leave or are ejected from
the group when nesbers take thelr Full savings subiect to adjustment
for loan overdues.

Each individual has a Passbook where deposits of savings are
recorded. All cash transactlions - savings, loans or repayments - are
made against receipts in duplicateftriplicate. FRDP maintaine
consalidated savings record of each group,; but loans are recorded on

individual basis.

5. BB Network:

_H_Cutrtnhlr RDP 72 branch credit operation partially covers 45
uparilas in 20 districts. These 72 branches cover 2677 villaces in
which 270,093 group wembers have Lormed over 5043 VOs. At matority, 1
BBP branch would cover appreximately 50 villages or 3 unions, giving 3
branches on average in an uparila. Currently 6 Regional Offices (ROg)
exfet under HDP and these would be taken cover and 26 more weuld be
created by B8P by 2002, with 1 RO supervising 10 branches,

Coverage [or expansion to 300 branches under BBP has yet to he
finalised but iz expected to be concentrated in greater Jessore,
Khulna, Sylhet, Comilla, Rajshahi, Kushtia, Mymensingh and Ji:alpur.-
80 existing branches will be taken over between 15%0-1994 and an
additional 220 new branches to be developed by RDP will be taken over
oy BBP Lfrom 1594-2002, 1In all 300 BBP branches will be established by
2002 serving 1,200,000 borrowers.

Groupe are formed into Village Organisations (VOs) - 2 VOs per
village. Each VO has a Management Committee (HC) of 5-7 menbers, who
take responsibility for book keeping and accounts of the VOs,
supervision of scheme, and purchases etc, Each FHC menber receives

14



management,/leadership training.

During RDP phase BRAC emphasises inatitutional development of the
landless which concentrates on establishing membecr—c¢ontrolled
organisations at 2 levels:

- Village Organisations (VOs)

- Centre Federations (CFs)

Each branch will have 1 CF, managed by representativea from VOa
covered by that branch. CFs will continue to organise monthly meetings
to discuss lssues such as wage bargaining, political reprrnehtatinu,
action for gaining access to local resources,; etc., as uh;l investing

in CP-owned enterprises.

6. Structure and Management:
6.1 Structure

BBP and RDP will be separate, mutually supportive unirs of BRAC
with separate staff and management. RDP will be responsible for the
formation of branches, taking care of the initial tasks of group
formation, conscientisation, functional education and developsent of
savings and credit operations. BBP would then buy out these branches
after their formative phase (of approximately 4 years or more Lf
necessary) and expand the credit operation on a commercial basis.

Although no charter yet exists (draft or final) for BEBP, It is
expected to be a project administered by BRAC. Ultimately it s
expected to take the form of a public company with lts sharebolding
restricted to BRAC and BEP borrowers. The company will be registered
as a bank with its own character akin to the special Crameen Bank
Ordinance of 1983, BBP will have its own management reporting to the
Board whose Chairman would be BRAC's Executive Director.

15



6.2 BHavsyemsent

The Bank Project will be implemented through fleld branch
offices. Each branch (taken over from the Rural Development Frogrampe
after four years of operation)] will be covering about fifty villagea,
The field operation, lending and recovery, will be organised and
carried out by Programme Organlsers (PO=). POs will be assisted by
Polli Shebok(s) in the day to day administration of the project
activities, A Branch Manager will be in charge of a Sranch and will
also be assisted by a suitably qualified Accountant and Cashler. Ome
Regional Manager will be supervising 10 branches. The Regional Office
will require 1 PO (Monitoring), 1 Accountant, 1 Auditor,

The overall project management will be undertaken by a Head
Office (BHO) team. Tyg HD team will be staffed by 1 General Fanager
(GM), 1 Deputy General Manager (DGH), Z Assistant General Managers
{AGHMe), (1 AGH responsible for "Accounts and Monitoring™, 1 ACH
responsible for Personnel, Audit, Administration and Logistics®™) 12
section POs (Accounts 4, Monitoring 2, Personnel 1, Audit 3, and
Administration and Logistics 2) and 10 support staff (Accounts 1,
Personnel 1, Audit 1 and Administration and Logistics 7).

The Head Office and Regional Offices will be responsible for the

Management Information System (KIS). An Organograw is given bDelow:

16



Organogram Oof BRAC Bank Project
General Hanager

I o G N |
|
| i
-= - i
| 3 | i
I'AG H | | AGH | [IR.H.(5)]
| |
| | | |
Accounts Moniteoring Personnel Administration
i } i and Logistics
i |
Accounts Monitoring Fersonnel Administration
Pos {4} POs (2) Pos (1) & POs (2)
[ |
\/ | |
Support Auditing Support
staff (1) POz (3) staffE (7]
|
Support
staff (1)

Begional Offices [1/10 branches)

1 Regional Manager
1 PO (Honitoring)
1 Accountant

1 Avditor =

2 Support staff (including driver)

Branches
Branch HTnagnr {1}

|
Support staff (2)

7. Staff Selection:

Accountant (1)

|
Cashier (1}

|
POs El}
PSs (12)

Each branch will be staffed by 1 Branch Manager (BM) supported by

4 Programme Organisers (POs), 1 Accountant and a Cashler,

Each branch

will recruit local level field staff of 12 Palli Shebok {1 P5/4

17



villages) at maturity.

The main criteria for stalf selection would continue to he
willingness to work in rural areas and educatienal achfievenent -
minimum Bachelor degree for Branch Managers (BMa) and POn. PS5 have
minimom 10 years education and are selected by BHs. They are given 3
days tralning at the branch level and on the job tralning by POs.
Further In-service training is then given by TARC [or specific
subjects - technical(fisheries, livestock, atc.), consclentisatian,
leadership development. -

FS are selected from a local village, which is included in thelr
jurisdiction, Each PS looks after &4 villages; They supervise weokly
meetings, collect savings and weekly instalment of loans made to
members and asaist in management of economic schemes, Auditing will be
the responsibility of 1 Auditor per 10 branches.

Currently all POs and BMs are male. While desirable, previous
work experience would not be a pre-condition for appointmest. Rather
BRAC would continue to recrult and then traln up fresh graduates,. The
entry point is at PO level with 2-3 years befcre consideration for BN
appointment. . Salaries are currently in the range:

Per months:

BM Tk. 5000 - TS500 [Level VIT = VILI)
PO Tk. 3500 - 4500 {Level VI - VII - VIII)
FE Tk. 160D Local Recruit

Addicional fringe benefits of house rent, provident fund, etc.,
are included in these consolidated figurea. The incentives to work
in rural areas are the provisionsz of free accommodation and a bonus

(recreation allowance) equal to 2 month's salary for 4 years' service.

18



S5taff are asesessed by imwmediate supervisors on an annual basis [or

promotion, increments or termination. Assessment is made aftoer

probation considering probationer's performance against set criteria:

e personal qualities

- per formance

-, potential.

Upon retirement, the retiree receives one sonth's galary per year

of employnent.

Total staff requirements by 2002 for 30 regional offices and 100

branches will be 5870, Staff training will be crganised by BRAC's

Training and Resource Centre (TARC) during the RDP development phase.

Staff t:alnlng would continue to stress classroom training and through

on-the-job assignements. Currently classroon training of 10-15 days

is conducted at TARC, emphagising group formation, conscientizarian,

etc. In the first year, 2 further in-service training courses are

then given through .a management training modules prepared before

confirmation of appointment.

In projecting training needs for 300 3BP branches by 2002, drop—

out rates are assumed at current RDP levels = 40% for POs and 20% for

accountants, auditors other staff as follows:

Trainees
R/ ACH/CH/DGM 50
BM i7s
POs 2100
Auditora/Cashies 850
Ps 4500
7875

Rrop-put

10
15
850

170
00
2005
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8. Accounts, MIS:

Current accounts, audit and KIS procedures would continue, wi.h
support from specialist to develop and strengthen these systess.

Accounting procedures are already in place with responsibility
divided up between BM, PO and PS. Current procedures are based on the
forms and formats as designed for that purpose. The essential feature
of the accounting system will be "dosl control™ = the division of
boock~keeping, cash handling and other functions hetween 2 individuals
= to act as check and balance and ensure honest (transparent)
transactions,

There is a HO audit team for regular branch audits twice a year,
as well as periodic, unannounced spot checks. All audit visits result
in written audit reports with a summary list of action, copled te
BRARC's ED, DA, Chief Accountant, BBPF head apd the releva:.p BM.
Currently BRAC has 10 auditors auditing BO RDP branches  lus BRAC's
other programmes. Provision is made in the proposal for 1 awditor per
regional office (PO) covering 10 branches.

In addition, there is a regular external sudit, undertaken by a
public accountants' firm. The external auditer {= changed every 2
Years according to GOB rules.

A Fanagement Information System [MIS) exists which emphasizes
regular monthly reporting of key statistics on:

- loan numbers and volume, broken down by branch and consclidated,
gender, loan maturity, activity type;

= nunbers of group members, VOs, borrowers, savings;

- disbursements, loans due, loans not yet due, loan repayments and
overdues - by branch and consolidated;
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- statements on branch operating expenditure broken down by branch
into accounting heads (salariesa, rents, utilities, etcl:
- others such as staff numbers, fanctional education and skill

training given, etc.,

This information is computerised and reported monthly by BHs and
consol idated Eor rhe whole of RDP in BWO. RDP reporrs are poblished 6-
sonthly [(within 3 monchs of periocd anding) and carry both consolidated
and branch-wise information. BBF also should be preparing a & menthly
and an annual repork.

BBP will uge this HMIE with additional information added to the
systam as deemed necessary in the future. Current MIS policy
enphasises periodic reporting of minimum necessary Information for

effective and efficient management and trouble shookling.

8, Projections:

By the year 2002, coverage will exzpand to 300 branches and
1,200,000 porsowers, Detailed projections of borrodwers, lown wolume,
interest Incose and operating costs focr BBP are given in Appendix 3.

Interest income is shown at 16% of loan outstanding. Provision
iz made for 2% iain less charged to the profit !nd loges account,
After meeting the operating costs of all branches, reglonal offices
and head office (including depreclation on [ixed assets), BBP is
expected to operate prolitably from 1990, generating sufficient
profits each year to pe sble to start repaying BEAC loan from year
2004.

Bach branch in projected to break-even in ity first year under
BAP (following four years under RDP). At this point, branch-wise

Gishursements will be Tk. 10.86 million [based on lending to 4000
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Porcowers) ricing ot waterity to Tk. 14.00 million (based on lending
to 4000 borrowers - see Branch Hodels In Appendix 4).

Projecting BBP growth to 300 branches by 2002, borrowers,
Eiﬁﬁurnemantn, year-end outstandings and profits are projected as per

financing mode]l (annex 5) as fol lows;

Year—end

Year Rishursspent Outstendings FBorcowergs Exofits {Loss)

(T, million] (Tk. million) {Ha.) (Tk. million)
1980- 81.7 76 40,000 0.2
19191 317.7 268 120,000 2.8
1992 589.7 509 200,000 26.1
1993 877.0 770 ZB0, D00 50.9
1994 1158.2 1033 360,000 57.6
1595 1330.6 1204 400,000 62.7
1986 1685.48 1357 440,000 67.2
1597 1782.5 1633 S40,000 57.4
1998 2120.3 1932 640,000 48.2
15898 2518.3 2292 760,000 35.1
2000 " 2930.9 2671 880,000 23.1
2001 3348.8 1060 1,000,000 125
2002 3986.0 3634 1.200,000 -18.7
2003 4113.4 3794 1,200,000 1.4
2004 4179.0 jgas 1,200,000 11.9

Rural demand for loan funds both as a sobstitute for moto
expensive moneylender credit and as a source of finance for expansien
of individual and group businesses continues to grow, Past BRAC and
Grameen Bank experience suggests that the projected volume of lending
covering 15,000 villages - 20% of Bangladezh's villages - by the year
2002 is feasible. Both Grameen Bank and RRAC have been =uccessful in
developing sustainable credit programmes capable of wide-spread
replication. The magnitude of rural pove:rty demands that these

institutions continue to grow.

10. Financing Reguirement:
BRAC ls seeking Tk 976 milllon (US § 30.8 ®) ko establish 300
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branches over 13 years beginning 193%0.

fallows:

Yirag
Year
Year
Year
Total

L
F
3

Tk

156
260
358
202

276

Ly 1 &8

-

The reguisement is phaesed an

11,3

6.4

30.68

=_—===

The requirement and phasing thereof were arrived at thrsugh

various alternative exercises done with a view to i) making the 3ap

financially viable and self-sustaining and ii) keeping the capital

regquitement as minimum as possible.
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Summary ROP Report of June 1989;
Current MIS and loan forms;
Financial Projections;

Year-wise Branch Model;

Financing Model (Balance Sheet & Income Statement).
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RURAL DEVELOPMENT PROGRAMME (HRDP)
STATISTICAL SUMMARY
{As of June, 1989)

- S T e o e - — = = —— e b

Rspects Upto Upto
Dec, '28 Jone ‘B9

1. Ho. of areas in cperation 56 12
. Mo. of vwlllages covered under the prograwse 2449 e
3, o, of village organisations 4648 5041

Male 2094 2248

Female 2554 =435
4. Ho, of househald coversd 145861 16558
- T Total No. of VD sesbership 2516468 270023

Mala 105329 11102&

Female 146319 159067
6. Credit Jdisbursed to group (in Tk.) 272317329 3370408682
6.1. Principal amocunt realised (In Tk.) 1710033128 216312350
6.2 On-time cumulative principal repayment 931.77 93.39%

rate (i of realisable)
7. Total group savings (in Tk.) 55452190 66130114
8. No. of members enrclled in functional

education course (FEC) | 57497 STAST

9. Wo, of Non formsl primary education

(KFPE)} centres opened £09 1B14
5.1 Wo. oi children encolled 14370 %4275

Male 7261 IT73s

Female 169689 36536
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Appendix-2

RURAL DEVELOPMENT FROGRAMME (RDP)

FIELD ACTIVITY REPORT

ARER REGION
FROM TO
YILLAGE INFORMATION:
1. Ho. of operational Onion I S
2. RKRo. of village targetsd { {
3. WNo. of villages covered / !
4. Total No. of households in the covered/ ' f
organised villages., —————— e
%. Total No. target households in the covered f ‘i
villages. ——
&. Target houssholds covered ! /
7. Ho. of Union Level Organizations formed (if any) f I
8. TYPE OF THSTITUTIONS FORMED ({upts ... 199, 11 Male =Fumh& | Toral
o e i e - |
a) village Orsanizations (V.0s) ; I
e —— R R PP — I i
b) Groups : : I
- e - |
Tutnl ! { |
e - e I ——
9. Target population nllgibl& for ;umblrshJF in | |
the u:J nlzed villages (Upto ....s» IEH ] | |
........... e S -- - — Sy EESSEE FR e
| I

lﬂ- No. oF mﬂﬂhﬂﬁ ¢nrnlled [BpED wasasis 198.)

26
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.

MEE#EEE m: rl’ﬂﬂ LRI R B Lﬂ UL TR lgﬂ l'

1. HUHMAN DEVELOPRENT TRAIKING | No, of Farticipanks

| Male | Female | Total

———- - e | - ! |

a) Consciovsness Raising

e) Project Planning and Management

N —— PR [ =

d)} F.E. Teachers Training

=== e i |
I.-

- am .

gl |
Total | |

gl
-

= e o == . o .

2. OCCUPATICHNAL SKEILL DEVELOPKENT TRAIRING Male Fepale

a) Poultry Bearing and Managemant
b) Agriculture
¢) Livestock

d) Fish Culture

——]—————

) Water Manacement and Control |

|

— -l

£} Pump Driving

q) Others specify (If any)

- ——— — i — S W S ——— il w—
[

|
i

|
|
|
_l‘
I
i
l I
|
|
|
I
|
l
-
! |
I

- -

Total l

1
|
|
.'
|
|
|
!
|

ri |



HEETING AND WORKSHOP: (During the reporting pericd/year (Jan.-June)/f

Jan.= Dec.)

Meeting and Workshaop

B UE O R s e e e e e m——

ertings [(No.) |Paiticipants{No.)

e s —

Weekly meeting

B Inter ﬂillnge Hnrhuhnp

c) lntu: Union Workshop

d) Other Workshop

Cadres Workshop

Members meeting on :pec:al
issve (if any)

| EBale | Fomale Total

a) Hembers eligilﬂﬂ for FP.E.

[ -

!

!

!
I f rrp———— jmr————

b) Totsl F.E. Centres apened | | |
P O e e o L S A, f—rr—— e =T

¢) Total learners enrolled | | |
- I = =

d) Total centres completed | | |

o =z i E
e) Learners enrolled in completed centra? | |
- . ]

£)- Total learners graduated ; E 1

g) On going centres } { I

h) Learners enrolled in ongoing centres % | |
e N fr frisaniiia

i) Drop-out centres | ! !
e | [t S I -

3} Learners enrolled in drop-cut centres| i |
- - I == o L

Total I i I

- — - =



Rale | Pemsale | Tobal

B) Ho. of learners encclled

&) Ho, of learnersa dropped out

d} Ne. of disadvantaged fawmilies covered
under WNFPE

o || o ey

e€) Ho. of Iltlsimru'tiahnri Centre opened

€] Mo. oF learners encolled

gl MNo. of learners-dropped out

h) Mo. of children eligible for enrollment
Kishore/Kishori Education

Total

e s e e | EEBE. S S

i
|
.*

EUND GENERATION 1151: (Cumulative)

- _— e

| hHale | Female | Tota

a) Group snvinq

b) FOR securlty

=

c) Reserva/Emargency

d) General

e) Group Tax {GT]

£) ﬂthers 1ﬂpecjfrl

— Tep—

ey e an e e N e G v i ———

Euh-Tutll

= — W

g) HEAE luan tlll Junﬂfnnc. 198

———— s

h) Lnan from others till Jun!fﬂﬂ:.liﬂ

i) EBconomlc acheme profit

TOTAL FURDS AVAJILABLE:
IRVESTHENT:

a) Collective nchtnl

= PRENSOAR, el

| |

b} Individual a:h!l!

|
|
r = =i
|
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CASH AT BAHK: | l :

i S o
b) FDR Saving .. __! _______ i__ ___,_:
¢) FDR seEuritr _______'__“”_1q_____;___“___I“-_---
LOSS ON ECONOMICS SCHENE } o =
CORSUMPTION LOANR i:___"::l::___ i
LOAN REALISED TILL JUNE/DEC. 198 I Sefos) B2 IS
CASH 1N BAND :

|

S S
i
1
1
—
i
1
1
[

TOTAL FUNDS USED




Appendix 3: Financial Proiections for BHAC Bank
A-5.1. 199Q - 2002:

Tables 1-21 give projections of borrowers, loan volume, inLerest
income and operating costs for BB to the year 2010, By the year 1002
BBP will manage 300 branches which on attaining maturity in 2004 will he

lending to 1,200,000 borrowers as shown below:

T ey o f TP

This compares with the June, 1989 position of 270,09) group memnbers,
of whom 140,000 are hﬁtrnue:&.-undn: RDP.

Annual disbursements are expected to grow to Tk. 3,506 million
(in 1988 prices) by the year 2002 and loan outstandings to Tk. 3,634
million (in 1988 prices). Interest income is shown at 16% of
outstandings and projected on-time recovery at 508 plus 8% late
recovery. Provision is made for 2% loan loss reserve, charged against
the profit and loss account. BEBP is expected to operate profitably,
as shown in Financing model at appendix 5, from 1990 generating
sufficient surplus funds each year to be able to start repaying BRAC
loan by 2004.

The RDP phase projections are based on actual RDF experience and
the BBP phase projections are based on projections of likely tranmch
growth. The BBP growth phase [s based on the experience of RDP's
largest branches which have up to 3,000 borrowers, Currently these
branches have ilnt to 508 of group members and have annual loan
disbursements of Tk.6,000,000 and outstandings of Tkx.3,000,000.
Essentially by increasing to 4000 borrowers, BRAC projects that annual

disbursements will increase to Tk.14,000,000 and cutstandinge to
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Tk.12,879,000 by year B of a branch. Given the further likelihpod of
an increagse in group collective investments beyond current levels, the
year B projection for each branch {32 regqarded as a conservative
estimbate of lending volumes and BRAC expects BAP to ke able to
overfiulfill these targets.

Financing requireménts for establishing 300 BEP branches are
Tk.976 million (UsSS J0.8 mpillion) at the 1988 exchange rate of
Tk.31.70 1+ 1 US§. Fundg will be sought from multilateral and

bilateral sources as grant to BRAC who will lend these [unds Lo BEP

free of Interest.

A.5.2. BEAC Bank Project 1530 - 2010:

In its firtst 4 years, BRAC Bank Project will take over RDP"s B0
existing hrénchti and a further 220 betwesn 94 and 2002. Those will
te developed by ROP between 1990 and 1598. The establishment of
branches by year is shown in (A. 5:4).

All 300 branches will have been under BFDP management for at lzast
4 years and each will have reached annual disbursement of Tk.
8,140,000 and year~end outstandings of Tk. 6,457,000.

Each branch will continue to grow [or a further 4 yeare reaching
maturity by lte Bth vear with 4,000 borrowers and an annual
disbursement of Tk. 14,000,000, At this point, each mature branch
will be earning Tk. 1,161,714 in profit (in 1988 prices) before
allowing for any interest charges on BEFP's capital and before
contributions to overheads. (See branch wodels In Appendixz 4).

In summary form:
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Borrowers

BRP Disburse- Year-end REP
Tear Branches ment outstandings

Humber k. million Tk. million

{1588) {1588)

1990 10 91.7 16 40,000
1991 10 J17 .7 i58 120,000
1392 50 589.7 509 2o0p,000
15953 T0 877.0 Firi: 280,000
199& g0 11592 1333 360,000
1885 100 1330.6 1204 408,000
1996 110 1485.4 1357 440,000
iaaj 138 1792.5 1633 540,800
1998 160 2120.1 1932 E40,000
1355 150 2%18.,3 2292 760,000
2000 220 2930.9 2671 EED,000
2001 250 3348.8 3068 1,000,000
2002 100 3986.0 36314 1,200,000
2003 300 4113.4 1T94 1,200,000
2004 300 4175.0 IBES 1,200,000

e e e
Prolak
[ Lati)

e e T ——— i e .

— i —

(T

=111l lon

o
L]

28,1
50.9
37.6
hd. T
67.2
57.4
i8.2
351
13.1
id.5
=18.7
1.4
11.%

e L R e

The projections show BBF esarming 2 surplus from the very first

year of operarion (19%20).

This is possible due to BRP taking over &£-

year old RDP branches rather than having to bulld cp brasches fice

scratch,

The surplus is sarnad after covering all branch, regional

and head office costs and setting aside a 2% loan loss pravision.

A.5.3 ZDP 1989-1998:

Between 1990 and 1993 BBP will bLuy out the existing 30 RDP
branches.

30 new branches at & rate of 10.

In its Clrst 3 years between 1990 to 1992 FDP will cteck ur
Between 1993-1997 ADP will develsp

140, TIn 1998 RDF will develop another 50 branches to be taken over by

BBP in 2002. Although RDP will keep adding new branches in the

subseguent years, it is not shown since BBP s projecting apnd has

budgeted for 300 branches only.

RDP will sell fourth year branches to BEP at book value of its

fixed assets and its loans outstandinag.
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investéed in the aubsequent round of new Area DEfices opened by RDP.

M54 The financial projectiona presented below (Tablea 1 - 21)
are based on an analysis of current RDP operations. Forecasts of
numbers of borrowers and disbursements are based on 4 typea of ROF

branch based on yearly performance.

Type A - branches with loan outstanding over T<. 4,000,000
Type B — branches with loan outstanding over Tk. 3,000,000
Type € - branches with loan ocutstanding over Tk. 1,800,000
Type D - branches with loan outstanding over Tk. 500,000

These branches are categorized and currently there are:

10 Type A branches

20 Type B branches
20 Type C branches
30 Type D branches.

Type A branches are 4 ysars or more cld, operate pear financial
breakeven and-will be ready for buy-out by BBP in 1990. Type B
branches are 3 years old and require one additional year of RDP
consolidation ;nd expansion to approach financial breakeven. Type C
branches are 2 years old, and require minimom 2 additional years
of RDP consclidation and expansion and Eﬁe rest are opened during
1989,
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The branches represent the first set which will be taken over by

BEPF over the next 4 years as follows:

19%0 - Type A 1 10
1991 - Type B 1 20
1992 - Type C 1 20
1993 - Type D: 30

Thereafter, rest new branches will be created at the rate shown
below:
1950 1991 1992 1993 1594 1995 1996 1597 1598
10 10 10 25 25 30 30 30 50
Loan disbursement projections have been bullt up by projecting
the 1ikely number of new borrowers per branch per year (600, 800,
1000, 1000 and 600 over 5 years to a maximem of #000) and likely lcan
size (taken From past ;nr exparience as Ti. 1,600 [irst loan, Tk.
2,200 second loan, Tk. 2,800 third loan, Tk. 3,500 fourth and
subsequent loang). It is assumed that all borrowers take loans on a
regular basis - if not for individual purposes, then for group -
collective schemes. Already, the Type A branches have 2-3,000
borrowers.
A.5.% Donor disbursements to BRAC Bank Project is requested in 4

franches & fallowg 2

Amount ll!!%kiziztll

Us §

1950 156 4.5
1351 260 B.2
1952 358 11.3
1993 202 6.4
576 30.8

a5



A.5.6. The projections attached as Tables 1-21 with explanatory
toctnotes have been put together as shown below in the Elow chart:

Build uwp of borrowers and disbursements by branch (Table 1)

A/

\?;shurnanent by branch age (T2)
—— :ananlidated disbursement, Group Tax (T3)
—-——— fnnan11ﬂntnd year end cutstanding (T4)

A/

Congol idated deposits, (T5)
A/
A/

x?;anch unit lnvestment and depreclation cost (T7)
—== Consclidated branch lnvestment cost (TE)

\1/

|

I

|

= Loan loss provision (T6)

i

|

|

|

|

I :-\?;annh unit operating cost (T9)

= Consolidated branch operating cost (T10)

|| \?Flt Regional OFfice operating cost (T11)

??ginnnl Cffice Vehicle Investment and Depreciation (T12)

r

: ?ﬁgiunal Office Furniture Investment and Depreciation (T13)
i- Consclidated Regional Office operating cost (T14)
=

I

I

\?:aﬂ Gffice Pixed Assets, Depreclariaon (T18)
\?ﬁad QOffice Management Cost {Tig)
-:\jﬁmsnliﬁnteﬂ cost echedule (T17)

==>» Proufit and loss statement (T18)

Build-up of branches (T15)

Consolidated build-up of borrowers (T20)
Statement of Savings and Group Tax (21)

16



[ ]

R TR S R R
L RS T T

Fiiw Mot g1 | ] i
e
nEn
Ciae I} B i
ey L R R K]
b= mar wase 1% S U T
Wptician N Laisg B W R
leis! Lawny AT M W
3k Repre W Y ] |
i Lum M v SR
P b Ul B WA
L el L0 4l -gd
W, Tiard Bamrii L md A
R il B RS
LIS
! Peiler Loty Seenss -k Sl O
et fru P Gepeinhi - - |
Il =ity 1:!.!‘1'"" i :v;
BX Lin TP T -
Tehid L Bkl W T
8- AT Y Bl
EATE, PR &5 il g8
Fim. H”Lﬂ.ﬂl ‘.u [ T Y
Lorewt it Prglililn L - A - |
e - e W L &2

TOAL LH LTS B T Y i TELY

178 44s war

&n

121228 1231 BREE |
812|288 o5 8282 4"

1oL L

td bp
B mi
My Wi
B WO
[ AR 1B

1oy

2121422 |25 1 B882 |13
2iE18EE 2513082 (5=

8

3

5

ER )
44

IE b 1)
it AT

3

I e

Z1E P28 ey BEEy (3.

LU
ma e
8 A

-l; ﬂli-‘
EA) NMA

GBI EES | ow 285 ¥,

2B 1EEE o 1288 (2.

i

3 812212

EEa 2,

1 2EE |29

E |
.

BI2 B8 | on  Blep ju.

:

2y m Rl g BB |4q

12831281 3282 139

-

B

o

LR

il

il
wi

£ 14

ey E38e |ugy

|5 BEd o Bl

Ei3 ps

L L

01
L= 1|
A
|
LR

[l

L L
W
na
$7
s

4
)
&

4

.

.y
m
L1

e
i
a0

1.

Pua

LI
e

—

s
i
Th.n

-1

"
Bl

),
=4
. 84

Eficy1288: 15

e

A
I

s
.
kKl

LE A |

X
1 |
LA
bt
Ll

B121828 ey 1888 |y

L
.
i

(TR
(1)



it 2 vl
= o
Lagy isterml L

b L s A
Teteept momseni
Inteml | B

AL (NTEEERY M=
W DS Do

SPTArN, FA
Srgmly fee ot ine
LT =
mid yitace geeytim ppem
gty BFELYS
Wgimil T Al
il mifley depnmaetiae
Loun Loan Praviago

Tt fraieng

WA, AR I TP

Ll -l

|8

i3
il

i
e

L
L

B
1.2
LA

ul

Zplzpk E|Ep

plae EIE

=
Ep|en

i

E;E§£:;EE

LY
.y

L

bk
oY

w
i
L&

I

. B
11
1m.h

it

nFr2E EE|.F

P

2E|zF E|Zz

AN

EpBcronsd 8F |22
EE|e¥ - B|He

>

§

Fracpuap

&

(L)
nLe
wLE

i

154
[
bR
58
i
1A
13
!

i

E|Fe

FBred-pE HN31.9

I

L)
i

.l
oM
b
T
ma
A4

L
-1

I
L

1
2 X

LS

"4
o
md

=4

Isf
.l
34
¥ |
BA

™
adt

me

A

£ =¥

s
fil
i
LB
*

Tk
ot

bl |

[TLI R 5
B ER el
— — e
A mg WL
& oELE A
(] (] a.e
El s Wl
LIS Q|2 - L]
b X R W - X
E5 T 5
7 It Lt
B B - BA
L5 R T T ]
T & N ¥
A g aa
Ly ki =4
= F 5 -
B Ha Wl



oLy 11

el el s X MR 2 AR PR NS B ORE ME 2R SR YR Wl 40 MR ML NS Ln
Traf Lo e foti] ity IR WL MER Mal DIE O ES ELM WM O ©8 MG 33 wd B3 a4 A SR o hO AR
sty | et HIAE M0 SR o = Mt NE 4SS MR RE O O L8 LT e e mn ow
Teionil Dest/Iot, Iewwients IR0 MDD IMAA CGELE MAR MR AALE MOML Ml M NN ML WL GAT MA% IER BB 4R
Iniem Dncateifnta) emetn L4 AN Rl A om AR AT oh oS Ba BE R kil wa W ER en na

Dnbwwrt Swloul baeks OB B L6 LB 2RO M LE LM L2 Gl UM AR LR LR LR Wb Al
Wt sleemt trgin Lo AR AR A A M R RR O CRRE AE RE a0 RE AR M B 1m ta
fersting Dpeieeil bevtn. 72 1@ 43 BB m WE M fmolm R KM LT YR WM LB T NR m
bt Frptitiionn Mawely AR 63 24 LR MR L& Mm E AMm O OB LT 4% 0E 0B WO e Lo
I I SR * Le o Y e WP AE T
9 39 314 al 38 gr AN & S AT S J_oé'.i-
b o/t W ey PO T i ol Y 0 0 0 s
M sl Ebee 0 B B ¥ N M W W B M W O D M W W W
] — — - —— [ —_— — R — =l — — — — e — m— .
bitil Mamar of iy i B » N % M ou B M oM M A M M N W W
WoH w0 AF 2 aR AT 5 30 B 30
o gl (i i ? 2 P2 1 I 4 ) 1 } 1 &) ' § LI
Eaning apian! ¥ iom e v % 8 1T Yo ®M BB N W R OB Y OD RN N
Takal Rxpiaedt D44,:o 1 s P % W kB B8R 2 o38N NN OB
I LI T
b [nf Poabrm oW W Mmoo o M My M M D m o eD un Ow F ]
Com' it b Binriad O W N M3 M M N e N o P N YW RIS M O
Brprast R 8 m N B WO R NS D8 A M X 0 DN NN M DN W
for bof g T demita s RS T ME M WO TLO PRV OGS Bd TN B BA INRD ML MR MNRA GmG amaa
' B X % ® ® W » I O o m mw
i Ewaw Penh 0 # 1 [ f i B B3 X ¥ ®® W oA X 3 O ¥ ¥
N, S Tt 8 ¢ f [l BB @ X @ D N O 3 A X P M ¥
ek b, S . P masow | ] " L in ] 0 o ] ] ] = ] b # )| k] ]
e be, BT b, 0P e [ & ] N - ] i 1] 1% - o ® | ] ] ¥ I
and ey BT . I e § fi b * | i n | ] | A ] n 1] ) ] ] (]
B W, BVEEL . I0F Mot ¥ it ) » A . | 1 1] o n ¥ ] B - L] i i [
et W . W e x w b ] L] [ n - ¥ 1 1] " ] L ] [ [ ] |
el e B & n B oo o IR OB O O3 OB OW OWMON O OW W

2% SEGREEE

wiles
= | o
e

SR |-



Mo o M X W

m

m

(LB s T

= SRR

o RS
Ty A=
gt Eftee
ey it

IR G T

T

s
=K
it
L
"R
&
ks

"ﬁ

fa ST R
= ST

beiiting (B
bt

-5
-5
-5
o
o |
St |
=5
LY
=g
=z
=
L=
- %

Al b

-.E
=
oo
eap
sy
-
ong
-
_—
=



File Bame: BBOOMEL3. PEN

Appendix -3

Table 3 : Bulldup of borrowers and disburseseat by branch

Yenr

L
2

Age of Borrowers

Borrowar

1

A B gt Pl o=

e L) B

i £ab ol g A s L BD e

ol e Bl =

o

E00

800
600

1000
800
600

1000
1000
BOO

500

500
1000
1000

800

600

0
600
10048
2400

0

1]
600
3400

4000

Taka
1600

1600
2200

1600
2200
4800

1600
2200
2800
3500

1600

2200

2800

3500
3500

1600
2200
2800
3500

1600
Zz200
2800
3500

1800
2200
2800
3500

Taka
560000

1280000
1320000

1600000
1Ta0000
1580000

1600000
2200000
2240000
2100000

360000
2200000
2800000
2800000
2100000

0
1320000
2800000
B400000

Total

960000 RDP
0

2600000 RDP
0

EHHWE RDE

6140000 BOF
]

IIHEII'EIII: EB

12520000 BB
0

13580000 EB
g

14000000 BE



Table 2 ¢ Disburzement by branch age

Yaar 1530

bge &
(]

7

B
Total

Branch #

10
g
0
0

10

Branch 8

20
20
19

Branch #

20
20
20
30
20

Branch #

10
10
20
10
110

Branch #

10
100
160

Branch 8

0
30

25
135
220

Dish/br

10860000
12520000

13580000
14000000

Disb/br

10860000
12820000
13580000
14000000

Msb/br

10880000
12520000
13580000
14000000

Disb/be

10860000
12520000
13580000
14000000

[Hsb/br

10860000
13520000
13580000

Totl Dish
lﬂlﬁﬂ'ﬂﬂﬂg

0
1]
108600000

Totl Disb

217200000
250400000
:I.EHIHIIHFE
EO3400000

Totl Disk

217200000
250400000
271800000
429000000
1158200000

Totl Disb

108600040
125200000
271500000
880000000
1485400000

Totl Disb
271500000

313000000
135800040

14000000 1400000000
2120300000

Disb/br Totl Disb

10860000 325800000
12520000 375800000
13580000 335500000
14000000 1890000000

2830900000

Year 1831
hgs 5

Total
Year 1993

o

Total
fear 1955
Age

o =] ahoun

Total
Year 1337

Age 5
6

T

a8

Total

Year 18959

Age 5
[

T

B

Total

Year 2001
Aige 5

Total

Eranch £

20
.10
0

g
30

Branch 8

20
20
20
10
kL

Branch #
10
20
20
50
100
Branch #

25
10
10
50
135

Branch #

30
25

110
180

Branch #

30
0
160
200

- 13580000

Disb/br Totl Dish

10860000 217200000
12520000 125200000

13580000 ]
14000000 a
342400000

Disb/br Totl Disb

10860000 217200000
12520000 250400000
13580000 271600000
14000000 140000000

879200000

Disb/br

10560000 108600000
12520000 250400000
271600000
700000000
13306600000

Totl Disb

271500000
125200000
135800000
1266000000
1792500600

Totl Diab

325800000
313000000
333500000
1540000009
2515300000

Disb/br Totl Disb

18860000 325500000
12520000 37SE00000
13580000 £07400000
14000000 2240000000

JIEEQ0000

14000000

Disb/br

10860000
12520000
13560000
14000000

Disb/br

10880000
12520000
13580000
14000000

Totl Dish



Tatal

Year 2006

A b
[
T

B

Tetal

Branch 3

a0
30
a0
130
300

0
(1]
0
300
300

Disbh/br
10480000

Totl Disb

543000000
12520000 375600000
13580000 407400600
14000000 2860000000
3986000000

Disb/br Totl Dimb
10860000 0

13520000 0

13580000 679000000

14000000 3500000000

4173000000

Bisb/br Totl Disb
10860000
12520000

0
0
13580000 0
14000000 4200000000

4200000000

Disb/br Totl Dish

10860000 0
12520000 0
13580000 0
14000000 4200000000

4200000000

Year 2003
Age

6

T

B

Total

Year 2005

Branch #

. 0
+D

10

230
300

Branch 3

300
300

Year 2010 Hranch #

Age 5 0
B o
1 0
. 300

Total 300

Disb/br Totl Disb

10860000
12520000
13580000

o
0
0

14000000 4200000000

4200000000

Dizb/br Totl Disi

10380000 o
12520000 ©26000000
13580000 407400000
14004000 3080000000

4113400000

Bisb/br Totl Disd

10850000 !
12520000 {
13580000 !
14000000 4200000000
4 20000000C

Disb/br Totl Diasl

10660000 l
12520000 [
13580000 (

14000000 4200000004
4200000001

Mab/br Totl Disi

LOBE0000 |
12520000 f
13580000 |
14000000 4200000001

4200000001



Yoar Disbursemssn

1988
1850
1992
1982
1993
1984
1395
1336

0
51708867
317700000
553700000
277000000
1153200000
1330600000
145400000
1937 1792500000
1598 23120300000
1999 2518300000
2000 2930200000
2001 3348800000
5002 3986000000
2003 4113400000
2004 43173000000
2002 4200000000
2006 4200000000
2007 4200000000
2008 4200000000
2005 4200000000
2010 4200000000

Group Tax
(53=disbl

4585333
15885000
29485000
43850000
57360000
65230000
74270000
#9625000
106015000
125815000
146545000
167440000
158300000
200670000
208950000
210000000
210000000
210000000
210000000
210000000
210000000

BOF Bal

Takle 3 : Copmoiidatsd disbursemesnt and group ta:z

Cun Bal

4953886 9539179

10742564
11180000
11160000
11160000
5580000
580000
13950000
13850000
16740000
16740000
16740000
21300000
v

0

b

J6166T 44
TEBL11T44
131821744
200941744
2TI0S1TH
152901744
456477 44
576441744
715096744
BB2381T44
106656 1T44
1293781744
1499431744
1TOBIB1T44
1918321 T4

0 2128381744

2338381744

0 2548381744
0 2758381744
0 2965381744
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Table 5: Statesent of depoaits

Year Heabers Rate/week Total Cumalative
| | 1250 24 150000 154000
"2 2404 T°4  IRBODD
1150 29 138000 5TE000
3 4500 24 b4 0000
e lei] - 36000 1150000
[ 5000 2 00000 1750000
5 5000 2 600000 2350000 f
E 5000 2 500000 2950000
() 5000 2 8000040 1550004
i 5000 2 600000 4150000
g S000 2 gd0000 4750000
® 5000 2 00000 5350000
1 L5000 2 00000 2350000
2 000 2 §00000 6550000
3 5000 2 GO0OO0  TI150000
4 5000 2 s00000 150000
-1 s000 2 ELDO00 350000
E 5000 2 500800 8350000
7 5000 - 500000 550000
8 spod 2 600000 10150000
= g 5000 2 gOG000 10750000
10 5000 2 600000 11350000
11 5000 2 600000 11950000
12 4000 2 03000 12550000
13 5000 2 600000 13150000
14 5000 2 600000 13750000
15 5000 2 600000 14350000
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Table B : Loan loss provision

Year

1990
1881
1852
1993
1994
1885
1986
19497
1898
1949
2000
2001
2002
2003
2004
2005
20086
2007
2008
2009
2010

Maburse Loss Provision

1706667
311700000
584700000
571000000

1155200000
1330600000
1485400000
1792500000
2120300000
2518300000
2830900000
3346800000
3986000000
4113400000
4179000000
4200000008
4200000000
4200000000
4200000000
4200000000
4200000000

1834133

6354000
11794000
17540000
23184000
26612000
23708000
35850000
42408000
50366000
538 18000
EBSTROO0
74720000
B2268000
83580000
84000000
B4000000
84000000
84000000
4000000
#4000000



Table 7 : Branch unit investsenl and depreciatlion

Ites Cost Depriciation
Land 1000400 il
Building. 600000 30000
Furnitore §0000 T500
H/ACyela(5) 225000 45000
Others 10000 2000

Total 865000 24500
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Table §° Branch unit operating cost

item

Yanager
Foa  [47%)
Adcuntants
Cashier
s
TA, DA
Transport
Uthers

Total

5 Unit/month Totaliyr  liem

1 500 90000 Hanager

T

2800 33600 Cashier
1800 230400 FS
1000 <" 24000 TA, DA

n wa  Fa

5000 E0000 Others
TEL000

4500 215000 POs + Sr. PO
4000 48000 Accuntants

1000~ 60000 Transport

TOTAL

50000
254000
43000
33600
230400
24000
&a000
$0000
B40000
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Table 11: Unit Begional office Operating cost

[tems Unit cost/m Tetal/yr
| 12000 144000
Flis 4500 54000
Accountant 4000 48000
huditor 4000 48000
Service 1500 18000
Transport 6000 TZ000
TA, DA ) 1000 12009
Office Bant 8000 gE000

Cthers 2050 24600
' Total 516800



Tablie L2: BD wehicle lovestassnt and depreclation

Year # of Unit coat Total |(Unit dep Total Dep Cum Total
region

1550
1991
1992
1993
1354
1995
1956

800000 800000 160000 160000 160000
800000 1600000 160000 320000 480000
BOO0O0 1500000 160000 320000  BOOCOG
B00000 1500000 160000 320000 1120000
BOOOOO 100000 160000 320000 1440000
BO0DGD BO0000 180000 160000 1500000
800000 800000 160000 160000 1760000
BOODOO 2000000 160000 400000 2160000
BOO0OD 2000000 160000 400000 25560000

P
=
=
-
=R =lal=F=1=01=1 =1L Rs L85 R pr el ot Ll

1999 Boooan 2400000 160000 480000 3040000
2000 800000 2400000 - 160000 480000 3520000

800000 2400000 150000 480000 3520000
2002 Booooo 4000000 3520000
2003 800000 0 3520000
2004 800000 0 3520000
2005 800000 0 3520000
2006 800000 0 3520000
2007 800000 L] 3520000
2008 800000 0 3520000
2009 600000 0 3520000
2010 800000 0 3520000

Total 24000000



Table 13 :H0 Furniture investment and depreciation
Year # of (Unit cost Total cost Unit Dep 3:::1 Cum Total

Begicn
1930 1 50000 50000 1500 T500 7500
199 2 50000 1000400 7500 15000 22500
1582 ' 50000 100000 7500 15000 ITs00
1943 2 50000 100900 7500 15000 52500
1534 2 50000 100000 T500 15000 ETHO0
1965 1 S0000 50000 7500 7500 75000
1986 1 50000 50006 7500 7500 52500
1397 3 sSo0000 135000 7500 18750 101250
1958 3 50000 125000 7500 18750 120000
1894 3 50000 150000 1500 22500 142500
2000 3 50000 150000 TE00 22500 165000
2001 3 50000 150000 T500 23500 1565000
2002 5 50000 250000 165000
- 2003 0 50000 0 165000
2004 0 50000 0 165000
2005 o 50000 0 165000
2006 (1] 50000 0 165000
2007 0 50000 0 165000
<008 1] 50000 0 165000
2008 (1] 50000 0 165000
2010 0 50000 0 185000

Total 1500000



Table 14 Consolldated Regionmal Office Operating Cost

Year Cost/region # of # Bf Total Total Cost
New Regions
1990 516600 1 1 516600
1891 516600 2 3 1543800
1592 518600 2 -1 2583000
1993 516600 2 T 3616200
1894 516600 2 ) 4640400
1885 516600 1 10 S168000
1596 516600 1 11 S682600
1967 516600 3 14 974100
1898 516800 3 16 B2E5E00
1469 516600 3 19 9815400
2000 516600 3 22 11385200
2001 516800 3 25 12915000
2002 516600 5 30 154968000
2003 516600 ] 30 15498000
2004 516600 0 30 15498000
2006 516600 0 30 15438000
2008 518600 ] 30 15498000
2007 516600 0 30 15458000
2008 516600 0 30 15498000
2009 516600 1] 30 15498000
2010 516600 1] 30 15458000



Table 16: HO fixed amsets, depriciatiom

ltem & Mo

! Car

< Buses

2 Jeeps

3 ACs

i Terminala
Sub total

Furniture
Total

Rate

800000
800000
800000
80000
30000

200000

Total

800000
1500000
1600000

180000

120000
4300000

200000
4500000

Dep

850000
30000
830000
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Tuble 14: Profit and Loss Statement

Year I[uterest Income Interest Income Coaat Prafic (Loas)

(Investaent {Loan)
1990 5.9 10.1 6.0 [
1991 19.3 21.5 44. 0 “ B
1592 19,8 g2.2 75.9 L
1993 58.3 102. 4 109, B 0.9
19494 59.1 144.3 1a5.7 57T.7
189% 55.1 179.0 171.4 62.7
159898 58.9 204.9 196 . 6 6.2
1987 80.2 239.3 242.1 57.4
1958 58.2 285.2 293.3 46. 1
18859 49.9 337.8 sz T 35.1
2000 42.0 357.1 416.0 233
2001 35.7 458.5 i61. 8 12.4
20u2 22.0 £35.5 BTG 2 =18.7T
«003 19.7 594.7 G12.6 1.5
2004 34.9 Gilda.3 E42.2 12.0
-~ 2000 66.5 624.8 6T1.6 19 B
2008 37.9 628.9 Yoo, 7T L |
2007 132.3 630.0 T29.3 e O
2008 168, 5 8303 T58. 0 s0.8
200% “04.3 630.3 T85.% 1.9
2010 240.7T 630.3 glz. 9 -1 |



Table 19: Consolidated Bulld up of Branches and Borrousrs

Year # of Bronch Cumulative Total

1880 10 10
1931 20 34 o
1992 20 sl
1993 20 Ta
1894 20 90
1935 10 100
1996 10 110
1997 25 135
1838 25 160
1699 30 190
2000 30 220
2001 30 250

2002 20 300




Table 20: Conmolidated Build up of Borrowers

Year 8 of Branch # of Borrower Cumulative 2
Branches of borrowera
1990 10 40000 4 0oo
1951 20 80000 {29000
1802 20 anooo 200000
19393 20 EQ000 280000
1494 20 80000 360000
192585 10 40000 {00006
1996 10 40000 440000
1937 25 100000 540000
1598 25 100000 #40000
1388 30 120000 760000
2000 30 120000 BROQOO
2001 30 120000 1000000
2002 &0 200000 1200000
2003 0 (] 1200000
2004 0 a 1200000
2006 o o 1200000
2006 0 [i] 1200000
2007 0 o 1200000
200K 0 o 1200000
Z200a L1 i} 1200000
0 i} 1200000

2010



Table

! Statemént of interést expenses

fear

1850
1991
1852
1943
1994
1885
1985
1997
1248
1583
2000
2001
2002
2003
2004
2005
2006
2007
Z008

Savings

23500000
72075000
125550000
187150000
258350000
315650000
6075000
487825000
601837500
TaTI8T500
BESTZ5000
1047725000
1261575000
1365325000
14TE850000
1554550000
1692550000
1805050000
1211800000

2003 2002625000
2010 2087800000

Group Tax

8533175
IE1E6T44
T6E11744

13182174
2003414
273051744
352901744
456476744
376441744
T150496744
BE23PIT44
1066561744
12853761744
1495431744
1TOE361744
1916381744
2126381744
2335381744
2H4B8381744
2756351744
20968381744

Total In millioe

33038178
1DE261744
202351744
3IBATIT44
459291744
SEBVOIT44
TI38TE744
Q44301744

11TBETIZ44
14564847 54
1768106744
2114286744
25560336744
ZEE4THETA4
3185231744
3512831744
3820901744
4147431744
4460161744
LTEI00ET 44
SOGEZE1T44



YEABWISE BRANCH MODEL
Yuar 1 Branch(RDP)
Disbursement:

Vpening oetstanding
Closing Qutstanding

Average Qutstanding
Interest [ncoms

Branch Operating cost .

Branch Depriciation
Total Branch cost
Surplua/{Deficlt)
Livan loma Provision

YEARWISE BRANCH MODEL
Year 3 Branch(KDP)
Disbursement:

Opening outstanding
Cloaing Outstanding
dverage Outstanding
interest [hoome
Eranch Operating coat
Branch Depriciation
Total Branch cust
Gurplus/(Deficit)

Loas loss Provislos

i s i

ar

¥ 5040000

1858437

v
o 3832472

2845455
455273
162000

BAS00

Ba8500

- ——

~391227

_— -

100400

Appendix - 4
YEARNISE BRANCH MODEL
Year 2 Branch(RDP)
Disbursesent:
Dpening outstanding
Closing Outstanding
bverage Outstanding
Interest lncome

Branch Dparating cost
Hranch Depriclatics
Total Branch cost
Surplua/{Deficit)
Loan less Provision

YEARWISE BRANCH MODEL
Year 4 Branch{RDF}
Disbursemen

Opening out

Closing Outstanding
Average Outstanding
Interest lncome
Eranch Oparating cost
Eranch Depriciation
Total Branch cost
Surplus/(Deficit)

Loan loss Provision

2600009
611968
1958437

1235203
197632
762000

1

g

£ 140000
IBIzATE
BA5T231
5144855
BE3lTY

Tez2e0d



YEARWIEE BRANCH MODEL
Year § Eranch(88)
Dizburzement:

Openipg outstanding
Closing Quistanding
Averdge Outstanding
Interest [poome
Brantch Operating coat
Branch Depriclation
Tota] Brapch coat
uurplus/ (Defialt)
Loan lcws Provision

YEARWIGE BEANCH MODEL
Yoar 7 Eranch{BB)
Msbyrseqent:

Opening cutatanding
Cloaing Outatanding
Average Outstanding
lnterest Income
Branch Uperating cost
branch Depricistion
Total Branch cost
Surplus/{Deficit)
Loan loas Provision

10850000
B45T237
050238
ey
1240595

162000
84500

e -

846500

o ————

334098

e

217200

-

YEARWIEE BRANCH MODEL
Year 6 Branch(E8)
Disbursemant:

Openling out

Clesing Outatanding
Average Qutstanding
Interest Income
Branch Operating cost
Branch Depriciation
Tetal Branch comy
Surplus /(Deficit)
Loan léas Frovision

YEARWISE BRANCH MODEL
Year E Branch(HE)
Uisbursesent:

Opening cutstanding
Cloaing Outstanding
Average Qutstanding
Intarest Incoms
Sranch Operating cost
Branch Depriciation
Total Branch cost
Surplos/(Deficit)
Loan loas Provision

12520000
9050238
109459504
89394740
1583579
TE2000

[

14000000
12223457
12875223
1255140
2008214
762000
84500

260000



