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1.1 EXECl1TJVl; SUMMA RY 

A. Th~ scope of our work 

The purpose o£ our review was ID address the Ice)· o~Jtecbves spectbed by the Donor Co~ 
and a.re p1m •led below: 

DoDOIII fu:a.cb 
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B. AsR&sment of th~ p~nt svmm 

BRAC has taken Slgmficant m1babves ID e\"Oive ftnanaal controls that support the 
programmes bemg catT-t ouL These mdude piOCess unprovemenl5 m l:ransacbon controls 
and the management control enVIrOTUlll!nl Further, s~ ba\-e been uu:baled to enable 
penodJC evalua.bOn of the present processes and thetr fu.ncbonal effl!t"tl\-eoess Wlule the 
overall management and orgamsation01l controls are adequate there IS a need to Improve and 
develop focused process nsk controls that create preyenhve rather than detecbw 
organisational mechaniSms. 

PrrlilllilfDr} and UIIUJlil'f! - • p tfbt:MuiOtt J1III'POSU Oft/y 
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C. Signific=t o bserutioJtS =d rKommen<LttioJtS 

The Fund A cwuntrng Mec:harnsm 

1he present medum:ism for SOUR'eS and application of funds is depicted below: 

•••• •••• •••• 

-~~-

Dcmor grants are classified as a habthty on tt'Ceipl and on ub.lis.tion transferred to iocome (for 
operation expenses), mvestments m fixed assets and invesbnent m loan fund. At the end of the 
pro)OCI, the balances of the fh.ed assets fund ~ tr.msferred to the programme capllal fund 

All donor funds and recetpts from other lransacbons are deposrted mto a comtne!'ClaJ bank 
account uwnt.ained for all the projects. Subsequently, funds are transfurred to the various 
operatmg bank accouniS mamtatned at the HO. These HO operated bank K"Counts are collectm~ly 
accounted and referred to as the fund control accounl The fund control a<rount IS sub-dtVlded 
mto vanaus proJCd .scrounts Hence, the fund control a«ounl of a pro,tect means, the proJeCt bank 
bahl.nre m the HO bank ii«Ount at a certam pomt o( tune. The total of all fund control balances IS 
equivalent to the total of bank balances mamtamed al HO. 

El<-pendtture and mcome IS tracked for all the pf'C1JI!!CU/ programmes. and the accounttng system 
facilitates adequate morutonng of progr.mune costs/ revenues. 

Prrlbrmmn and tortoln'<'- ·for disau:Jion /1flTJ'GJU (11111 
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Penod.c 1ep01 Is of programme costs are sulnrui1ed to donors and these •re .tso reconoled wdh 
the fund control account and total programme costs. 

BRAC .md the donors should formahse the modabbes for utilisation of surpluses gena-a led 1rom 
fund balances, mcludmg mterest IJlCOIDe. Further, the reconcl&abons should be-ITICorporated as a 
part of the penodJc reports to the donors. Tius will enable a clearer reflection and understandmg 
of BRAe's fund management medw.m.sm and surpluses bvut. 

Procurm:enl 

BRAC has centraliSed purcltases for tts pro,ll!dS operabng throughout Bangladesh. We 
focussed on the Value For Money GoriCept to address the economy, effecbveness and the 
effJoency of the procurement procedures and controls ln speafic the focus was on: 

Value for Money 

• Quality of vendor • Quahty of the open1tmg • Proredures 10 avotd 

management and controls over procurement dupbc.Jhon of effort 

p~t procedures - actlVIbes 
• Penodic "'''ICW a.nd 

• Nesotulbon of the terms of • Ability to enable amendments of key controls 

p\UCh;tses and TeC@J\'lll8 re.uonable pnces md 
• Wnttm procedures to 1\mcbon controls t:imel~· supplies to BRAC 

support cnbcal actn,bes 

• Bud~· controls to 
• Quality of ~ response mim.nusle m terests costs on 

mventory holdmg mahanism to address contro 
bottlenecks . 

• Qualtty of the ilwent<>rv 
management and control 
procedures 

Our review indiCates an unmeclurte need to introduce/ strengthen key controls.. These include: 

,._ EvaJuabon of altemabve soun:es of purchases 11"\temabonally for rugh value •terns; 
,._ Developmg Wlitti!n procedures to control warehousing ad:ivtbes; 
~ ImproVIng proc:uremeot plannmg and D\\"eniOT) management procedures; 

PnliminDI;: and li'nlDli•.., --for dbcu$Jion f"l"P"''lU on I~ 
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• E.stabbsiung and utilising a vendor master data base to ~ontrol quality and prices of 
pwchases and penod!caDy re\?jew vendor perf~; 

~ lntroduang adequate phySJCal safeguard ron trois over mventones; 
• Negotiation of effedive credit terms with vendors. 

W1th staff strength of over 16,000 regular employees and 30,000 project and serv.ce staff, 
payroD is the single largest component of BRAC s annU41 expendrt:ure. The transacbon 
p10Ce$Sulg and SUperviSOry controls OVI!r the cycle need substantial improvemenL BRAC 
needs to: 

~ Consider maintenancle of detailed personnel file!;; 
~ Strengthen acrounbng controls over monthly payroll p10cessw.g and the SUpervlSOT}' 

revaew controls 
~ Improve staff evaluabon <tOd reward mechanisms. 
~ Strengthen access controls to the payroll database 

NFPE 

Spanmng 34.175 schools and 1.1 milhon stodents, the programme aims at proVKimg quabty 
educallon to cluldren. As over 98 percad of the programme expenditure is rou:ll!d through 
payroll md procurement acbVlbes, the quabty of orgarusation control$ and rectifying the 
weaknesses lughlighll!d above "-'lll detennme the effecllve ubhsallon of programme funds. 
BRAC should also consider improVU\g the momtonng controls over the functioning o{ the 
NFPE and ESP schools. 

RDP 

The programme p1 oposes to utilise over Tk 4.6 bUhon durmg the project penod 1996-2(XX) for 
vanous acbvibes. ConsJdenng the ~ and the le\'els of CASh In\'Oived. BRAC needs to 
constder strengthen:mg; 

~ P10cedures for coilecllon and ~~~ounting of cash at the VOs; 
~ Momtormg of mtemal targets to actuals and analySlS o{ reasons for vanances; 
~ Pro-actlve rnorutormg of the sector programmes; 
~ Srstem and other shortcommgs of the Crecht Management SystEm. 

P,ylimi!I~ and tentntmr--for dtscus:n(JII purptJ!liU onfl 
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WP Erwrronmmt 

Tile general EDP controls need unprovement. BRAC should focus on. 

~ Duplicabng key master files at regulu :intervals Uld stored at a remote loatian. outside the BRAC 
Centre. 

~ Prepanng a wntten conbngency plan with back-up and off.gte storage procedures to enable 
support to cribcal a ppliations. 

~ Tesbng of recovery and resllrrt "'P•mocnedodures on a recurring basis. 
~ Developmg a long term EDP blue pnnt that will cater to the needs of the orgarusabon. 

Further, all users on standalone PCs should be encouraged to take regular back-ups and store 
them m a safe locatron. 

o . Next5tee 

A 'Management Adlon Conunrttee' may be fomii!d (consJStmg of programme and mternal 
audll duectors. heads of the finance, procurement and personnel departments) and be 
supervlSI!d by the executive director to monitor implementation of opportunities for 
unpro~t tdenblled dunng our revJeW. 

The Comrruttee should foc:us on. 

- Fuang management tespollSlbthty for the tmplementabon of speo£ic recommendabons; 
Holding periodK reviews to monitor pJOgiess made and ini:tia"le remediallldion for 
1epo1ted delays, d any; and 

- Sluftmg the focus of internal audit functwn from procedural c:omphance to addressing 
system weaJcnes,es and muncial risks. 

Pwftlfllllt'll')l and t~lltatl•~ - -/M mJCJ~monJ"'~$ 1»11\ 
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1.2 INTRODUCTION 

At the n!<JUi!$1 of the Donor Consom.., we ha1.>e performed an apeed upon pnJCedwes 
rev1eW of BRAC u at Oerember 31, 1996 

Tile detailed scope of wade lS contAined an our arrangement letter of Allgust 4. 1997 (refer 
A~usexa:re). In per{ornung our wort.. we ha1.~ rebed llpon: 

• fmAnoalsutements of BRAC as provided to us; 

• ~ Wtth management rega:rdmg the operabons of the orgaJUsab<m; md 

• supportJng mformabon/ duibcabons prowled by managemenl 

Tile Slgmficmtlmulabons mvolved an the work performed by us are: 

• Our revJeW has been lmutl!d to detailed ducu.sslons ~,th BRAC DliiNgement iUld 
lumted ll!stlng of transactJonf 

• The .-ope of our "'-ork dlCI notU'Ivolve us ll'l per{omung at.Kht tests for the pw pc s ~ s 
of expressmg an opuuon on the fumess or attu.rac:y of my .finano.ll or malybcal 
infarmabOil tncluded ll'l our report. Howl!VI!r, had we pedormed addJbonaJ 
pnlledures or conducted an 1ud1t mattord.nce ~,th geuer.t.l.ly accepted 1udib.ng 
stmduds, other matters nught have cornf! to our a111ention, wtuch would ha..-e been 
reported to fO\L 

• The work per{oJuoed on the wut costs computab.Oil for the :-..'FPE p~ was 
limited to 1 d.lscussKm based re"VJeW of the asswnpbons used for compublbon of umt 
costs. 

• Tht> work per{onned on the compiJa.nce wrth the donor grant condlb.ons was hnuted 
to a dlSit"USlon based ~· of ll<iurinistntlve compi:Ww:r with such reqwrements. 
\'le NW! not f')o.Mmnoed whethn-such comp!Jance ISm .a:ord&nce .,,th-"' meets the 
donor noqwrements.. 

• Our comments llft'Jiuu!J!d to .ssues and r&Sks ansmg out of fmanci..l matll.'rs. We 
ha1.'e not eumined the unplementabon of the IOCio-«onomac JSSUes ll'ISing out of 
the~ entrred mto by BRAC 

We m.lke no rep• 1 1tabon regvding the Sllffi<eiC) of these p1ocedures for your PWJ>CII5e5 
Our work IS de5Jgned to address Ill mattes wtuch we bebeve to be of Slgru&cance WJthm 
the scope of our worlo., but does not ne<'essanly chsclow maltlmi whlch are not apparent from 
the available mformatton. 

Prrii1fi111111Y II1IJl tnrtalulr- -for d11CUSS1071 ~ qtily 
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C. Orr.Ws.otion profit~ 

BRAC. fonnedy Banglitdesh Run.! A~t Conurutta>, was estabblhed m 19'72. as 
B.tngladesh Rehabtlitlt10n ~ Comma!W, to provide relief to 1M war affectrd 
people of Bangladesh and to mal-e amtugauenb for theu resettlemenl 1M Committee 
sart.ed ats wodr. as a ft'bef agency m SWLt 8Zft of S} lhet dtStnct en !\;ortb-£Ast 8angl.adesh. 
~ thrust of acti\'lbes was shifted from mief to allevtabon of po~'d1y and empcn.·ennent of 
the poor. BRAC IS a sooety reg~5t>!red und.eT the Sociebes Reglstrallon Act. 

BRAC has • strong fheseJace tn the entire country and operates a senes of development 
arubab\'eS, funded by tntemilbonal donor o~gencaes hM> the ODA,. N0\18, OGIS and KfW. 
n-agenoescontnbuted O\er8S' of the donor funds m 1996, and the bela~ by 
orgarusabons hl.e Pathftnda lnterna!Jonal.. AKF. ODA. lr.\lCEF, UXFPA. DAI\"'DA. GoB, 
1M EU among othen n-donAbonS wrth other conuroncaal ptqects support BRACs 
IICb\'lbes. 

BRAC's- G rowth Onrth• Yu rs 

j ~ +-------------------H-----------~ 
i ..... +--------­
.: ;. . .- J 

soo 

• 
IM l~ IJI55 l9'Je 1995 IN 

0\'1!1' the yeaJS BRACs openbons h.l\e undagone two maJOr trilnS:ations· 
• from relief to development worlo.; 
• from commumty de,t>lopment effort to target group de\-elopmenl 

Stnc-.1993. BRAC hils been fOCUSing on programmes $pKlficilllr dll't!CII!d towanb women 
and children.. puucularly on rural women, placed m • htiploess post.bon economicall~· and 
sooall\· -. 

Prtlamanny 1Z71d tmtJilrt>t - -for Jisal.ssiDrl ru~ ortly 
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Oprntimrs 

BRAC operates a number of pn>grammes for I!Dd.lcahon of poveiy md upliftment of the 
rural lAndless. To support l.hee iiCbvlbes, BRAC undertllkes • number of pra,ects. wtuch 
proVide employment opporturubes. A summary of such pf¥Cts IS gM!II below: 

~ 

Gonokendra Joui'IW 
RDP 
RHOC 
NFPE 
VGD Cn!drl Program 
TARC 
Pnnbng &: Publxabon 
RCP 
s REO AcbVIbes 

BAOR 
FP Facilitabon ProiU&Dl 
EmelgetiC)' Rebel & 
Reh&bilitabon 
lntegrab!d Sutnbon 
SlOP 
r-, '"FPE CGER) 
Soaal ~ lmmUJ\Wibon 
Educating the Rural Votess on 
Nabonal Elecbon 
BRAC Dany & Food Protect 
BRAC Housmg Pro)Kt 
BRAC Pnnters 
AaiUf>it RW'lll Craft Cftrtre 

Adirity Typr 
Disbvi'SmWfd ,_ Rnolt'ilfg 

Ge:Mrllffnx {ll1ld 

J 
J J J 
J 
J 
J J 
J 
J 

J 
J 
J J 
J 
J 

J 
J J 
J 
J 
J 

J 
J 
J 
J 

Prdi"'l111D'Y ll1id k>thrlwr - -for diSCUSSIIRI ~ only 
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BRAC has over 16,000 regular 4'mployoos and opera lei through a network of 36 ""8JOnal 
offices throughout Bangladesh. A profile of the keys departments ~~nd t.heu role m BRAC ss 
as foUows: 

The RED was set up to perfocm studies, conduct independent evaluations and impact 
as'51e5511oent studll'S wtth the a551Sbmce of in1emahonall1!5earch and acaderrunnstitutmns 
for all programmes and projects uubated by BRAC ln order to make RED findmgs more 
accessible to the Odd staff of BRAC, a rese.rch compendium named 'Nujasb' is publssbed m 
Bangia, the kKalla:nguage. 

The firn T ARC was set up to underb.lo.e capaaty building and professional development of 
BRAC personnel Currently, there are 14, TARCs that proVlde trillllmg to field staff for better 
programme implementation. In 1995, under the Gender Quabty Actlon Leammg ('GQAL') 
prog:ramme, gender resource l:lenl:res were estabbshed With the axm to create gender 
senstbvrtv among the employees of the orgarusation. The Tnining Division handles the 
functions ofhum.m and skill development and mana,gemenl 

The Monitoring Oep.utmC!lll was set up, to develop an effectlve momtonng med\luusm for 
RDP. Thedepartrru.>nt's responsibility w.ss otended to other ptogriUlUlle5 subsequently 
The department prov1des feedback to the management on the basiS of Jls tl!stmg and data 
analysis. Further, the director in-<h;uge is 4lso nosponsible for the ln!#m.U Audit Function , 
""ruch aims at crea:bng greater tr~ and accountability m BRAC s operabons 

The Public i\ff.Jirs .o.nd Communk.tl:ion DeP.Jrtment was set up for creating awareness 
amongst the general pubbc itnd w1thm the organl$ilbOn about BRACs activibes . ThiS 

Preliminary and tmtatir;y - -for dl5~1Q1f pu~ only 
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c:lep.utmrnt~Sues aD pre!ll5 nre!illol'!mi!SIU\d provides D'tfanNtian on oogcxng actlvJba through 
a newl'lrtlrr Nllnl!d • Access.' 

Till' P~mn Drp~ ova~'E'S cnbcal support..., VICe!\. to enable succelliful 
tmplementabon of the progammes. ~of procurement, trmsporUtion end 
dJstnbubon of prognmmr 511ppbe ~ dalt by a team for eiiCb ~ Further, the 
Coutn&dion Drpartm~nt facilrtates physical expam10n of the orgamsabon. 

The Pu bliatiou Drp;utmem develops !!due.~ bon matmals .Kt pubbshes books requtftd 
lor NFPE schools and 1ilmmes. 

Tbr PftWOIUI~I DrpartmeJil JS responsdllr for recrwtment of staff and~ .net to 
ownlllin ~I files of the employees. 

Tbr EDP ~~of BRAC COillpi r e r pruNlllly o( the 1o1m K'COUlrtlng sysll!m tMI caters en thl! 
RCP and RDP programmes. The drpattment abo provides suppcat to the aaounbng flu~ U1 

CONOlidllbng the UIC'OII1e and expmdtlw't! aaounts of the bnnches ever month llld generabng 
the &nanciaJ stAtements for BRAC at r~ Till' FnaU1 objabve of EDP function ss nwn~en&nce 
o( liS\ updated database on the cred.Jl opcrabons of RDP / RCP 

BRACs col1\.ll'\et'tUI operations mclude the AMong HAndJcraft shops, BRAC Prinluw and a 
cold storage faohty operated by BRAC IndiUtriH The Auong shop$~ a senes of retail 
shop& opened by BRA C. and act as a marketing outlet for rural ubsans. These shops are 
located an aD ~r ctbe5 ofBanpdeoh ...d 1Cil '->docrafb. prme:nb end ~Ilk produLI:•. 
The :lho~ ArP operated on a cost plus rer~ buis,. Wtth the produd5 being produc:ed by 
VO lni'IJ\bft5 and runlu bsan:sc BRAC Pnnters • a profitable enta p•- tMt proVIdes 
SftVD' en busirwz-s, governrnem orprusaboiW and to BRAC. The cold~ hu bea'l 
set-up to enable Wtt*fi to starr their prod~ to .-lura bol!t:ller poet!. Fu:rther, a aulk 
proc '& plant as currently under constnaction at Ghazlpur and is i!XJ*<ted to Ill' 
opera bona! by December 1997 Jn the IW&r future BRAC plans to set up a BRAC Bank and a 
BRACUm~ty. 

Pr~brrtr7tlrr'J andlnillltiw--for d•sn•ssum ~ Dflly 
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2.1 THE FINANCE FUNCITON AND FUND ACCOUNTING 

A. B«lcgmund 

In 1996, the total tnrome of BRAC was o\--er Tlt 2.6 billion and assets were o\-'ef n 6 6 billion. To 
llt'COUDt for these, BRAC has developed an extenswe accounting network. 1he foJJowmg pages 
summanse the finance functlon organisation and the mechanJSm for rere~pt, tdiliSltion and 
aa:ounting of donor funds. 

' • ru.ec~......,.. aOOwr-
• '-10 GraupCQopwde> 0 ......... \ '0"""""""" 
. Otbo!D 

B. Fuunce fundion orgoaa:isation 

A bnef profile of the organiSatiOn struc:turt> and mana8"'D'ent i'I!Sf><msibwty JS 81-''el'l below: 

' h1rt \Lin.~,;nnrnl \u uuniAnl 
.. , ... .Ill\ 

Pnliro 1 lllmJ ll1td tmtatwr --for di.scussion purposts tmly 
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The oxganisabon's financial and a.ccounting sys1ems Are steered llnder the executive direc:tor's 
guidance. The Dlredor-Prognmmes JS •dm.nustnnvely responsible for ltus funcbon. 

The FiniU10e Manager ('FM') is 1espocm'ble fur- the treasury operations of liRA C. i.e.~ 
the availability of funds, to meet the prognunme expetldrl:un! and requuements of the other 
income generating activities of BRAC Periodically, ba5ed on daily cash reports and cash 
forncasts, the FM mvests/ dwnvests money in mort ll!nn depos1ts ('Sl'Ds'). On recespt of funds 
from donor.r. the morues are put into SfD acrounts to aun mb!rest mcome. 

1he Orief MAnagement Accountant ('CMA ') 15 responsible for the day to dAy funcbornng of the 
accoUDting IUld 1inancW reporting activities. The CMA perfonns a mtx:&l role, being A 
connecting link between deputments. The CMA' s key actJvitfes are: 

• Conlrol of procuremeni IICtivitieso 

• Momtoring of p•og~•mu.., and budget variances and prepuation of operating repot1s; 

• Consobdabon or the financial 0~ 

• Prep&r:abon of IIIUlU.lll accounts, audit and compbancoe with local lAws and donor contractual 
obhr;ations; 

• Preparabon and distribution of ptOJet:l-spedlic M1S. 

Further. the CMA 15 a put of the straleglc thmk tank of BRAC. provadmg mputs for 
development and improY'I!ment of pJojects. 1'hese 8Cbvahes mvolve estima:J:ion and budgeting, 
Arld rnodi6cation in approach. biiSed on the existing situa:bons. 

The Fmancaal A&XOuntant \FA') n\IID.IIg1!S the accounts payable function. This involves the 
pl oc •sing and Jecording of an payments made to supp.bers for prog:ram:me expendrture. The 
FA also aduumsters compil&bon. cbsbursement. and recotdmg of sala.rles, ~'ages and ad.,-ances 
to the employees at the head office. 

Prrliminmy 111111 tmtatirN - -jUT discussion purposts only 
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C. SoUJ"CH ;and ;appliution of f-unck 

A number of plOJI!Ch;. funded by dtfferent danoTS, are ~ted by BRAC stmultaneously In the 
event of an)' delays in recetpt of programme funds, BRAChas two mam ophons: 

- discontinue/ delay the execuhon of the project. leadmg to hardsh1ps for the bene6cianes, 
51ac.k.enmg of controls and loss of organisation unage, or; 

- .u:range for alternallvesowt'eS of funck for a short term. 

BRAC ii1IDS to proVIde rormstenl service to 1ts la<g!!l group. BRAC therefore endeavours to utilise 
Jts .-esoiU'CeS man effioent rn<IJlDeJ' to enable the projl!ds to continue at an even pace. 

1he present mechanism for sources a.nd 4ppliclltion of funck IS depJCted below-

•••• •••• •••• 

••HO 

•••• • ••• • ••• 
PrrlimiMry and lmlatit"'' - -for dis£ussicm f!U~ unly 

-13-



• Croup savmgs depostts recesved from the VO members (Tk 373 mUhon at 1996 yur-e\d) Aft' 

not recycled for p.roVldmg loans. These saVUigs are utilli;ed by BPF and the VO members are 
pven anterest •t the ntte of 6 per cent from the BPF Hence, m ase of a ck!bot m the donor 
IK'Counts,. BPF beU5 tbe mtrrest cost of 6 per cent paul for the savmgs af the VO members. 

• Expencbture on motorcycles. pven to 6eJd penonnel u put of tbe ptopmwiOt!S, as reco~'eftd m 
insWlments from the employees. On recowry of the cost, the owneclup of the motoK)"cle IS 

trllnsfl.'r'n!d to the employee. l'hr recoVl'l'f!d amount IS howeve- used by BRAC for my pu:tpoR 
11 d«"mS n« r uy, m tbemlrrWmng penod. 1he bilance m tbe motwcycle repLoceuoent fund 
on December 31, 1996 wu n. 1~ million. 

• 1he bilbility for expenses 1S mcurred on recept of-w&<e/goods, though the pilymet\t IS~ 
subaoqumUy. nus gap (epproXlinl1llMy n. 200 rrullion ill 1996 year-1!Dd), bf!tween the Ylllve of 
servrt:eJ/ goods •v&Jled and the amount pilld for the AIJle, ts the firumced amount. As 
pwchasmg IS a constant acbYJty, tlus gap IS always present. 

• lnll!n!st earned on short-term depostts IS credlted to the BRAC PaoJ&"t Fund (' BPF') 

• Programme fund defJat IS also covered by amounts borrowed from RO'. In 199b, tDtllll\tl!reSt 
at 115 percent peratlJllJm. paid by RDP for RCP defiat &nmcing was TkS S million besed on 
the month-end de6at bAlancr. Further, m cur the cr.wdraft f.1cility ts used for drbcst 
ftn&ncing. a pilrt of the o~'t'nhaft mtrrest IS abo alloca!N. 

• In the earlier phases of RDP, the amounts recovered as the Grvvp Trust Funds ('CTF") and 
lnsunnC'e Fund, at 4 per cent and 1 per C8\t teiifWbvely, of the loan .mount dJsbunecl, "as 
£nle for utihsabon as per reqtrlremerlts. The CTF A/ c balances for RDP and RCP over the years 
are shown below-

Group Tru.tt Funds - •vail;ablt' over the yurs 
140 -----

30 

112000 I j +------------
i : ~~------------:::~~~~--------~ 
~ 40 -1--- - -"""...._ 

20 I------,~~ 

o~~----------~--------------------_, 

1990 1991 1992 1993 199t 1995 1996 

llus b.Jance, however, IS now betng refunded to the VOs and a balance ofTk 2S million appeared 
m the books on june 30, 1997. 

Prtlrmrruuy IVtd tmti7lioe- ·for discus.sion purpo~~n only 
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The SOUKt!Sand apphcabon of funds for NFPEand RDP for the year ended December 19% an! 
attached as Anoexwe A. 

The AOs/ROs and TARCs. have been built based on the budgets as provtded m the different 
phases of the pTOgTaJIUll£S. A statement of capital cost of the offiCes IS attachOO as Annexure B 

0 . The accounting friunewodt 

The donor grants are classified as a lia.bility on receipt and on utilisation transferred to incom..­
(for operation expenses). investmenb. in fixed assets and inve;tment in loan Eun.J. At the end of 
the prqect.lhe balances of the fiXed assets fund are transferred to the progranune capital fund. 

All donor funds and rece1pts from other transactions are deposited into a conunet'CL'II bank account 
mamtained for aU the pTO)ects. Subsequently, funds are transferred to one or the 28 operating bank 
accounts maintaine\J at the HO. Thest! HO operated aa:ounts are rollectively acrounted an.J 
referre.l to as the fund control account. The fun.J control aa:ount is sub-divided mto Vilriou..~ 
prqect accounts. Hence. the fund control account of a pTO)ect means. the project bank bamoct! in 
the HO b.uU.. account at a rertun point of bme. The total of all fund control balances is equivalent 
to the total of bank balances main tamed at HO. Expenditure and mcome 1S tracked for aU the 
progr.urunt!S. and the accounting svstem facilitates adequate morutonng of progr.unme 
msl!>/ revenues. 

The accounting framework of BRAC, takes into account each of the 23 ex~!. ling pro,ects. havmg 
its own unique identification code. The second level of the code 1denblies the sector of the 
prqect ie. area off1ce/ regional office, etc. These are supported by account type tb!m CO<les, 
which are s.un.! llCI'OSS all pTOfecls 

(n•is ~is inlbltumaUy left blnnk} 

Pnlmmwry tmJ lbltat~- - for dJ5Clls~on pltrp<>!>t!S 1111ly 
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Salaries ~ BeoefllS 
Program Matenals 

Travelling 
Sw100ery 

OfficeRmu 
Service ChJirEes 

Cash&. Bank 
Furni1Ure 

Ecc 

• • 
For a pro.Jl'd, NCh of the AOS, ROs' and the HO, as a 'Cost Centre,' and llre KCCJunted for 
separately. 

Foreump~ the item code for teachers' $illarypaid by a TeamOffire {'TO'), under NFPE. 
would be0o0120b, 

Paoject md~ 06 
Sector code (1e TO). OJ 
T earners' Sabuy: 206 

1lus cocle would be aa::ounted for sepMiltely for the 82 AOs,. 10 ROs and the HO of the NFPE 
plojecl. as a pfOJI!d o.sJ\f bmk book and ledger is main tamed an each of these offices. 

The expen<bture IS mcurred prograrrune--wtSe, howe\'l!r, the codmg system en.WJes the 
genera bon of donor expenditure statements. 

Prdimiruuy ll7ld lmblliDe - -for d~im purpr!U$ only 
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.tr 
T r.msactions bctwCl!ll cost Cl!lltres are routed through the HO/ RO/ AO cummt a.:.:ounl:i. 

PresenUy, the cost centres are as follows: 

Proiect AOs ROs HO Total 

RCP 140 u 1 153 
RDP 142 14 1 157 
NFPE 82 10 1 93 
VGDEP 53 - 1 5-I 
SLOP .w - 1 41 
FPFP 10 - 1 11 
BINP 6 - I 7 
RHOC 24 - 1 25 
TARC 14 - 1 15 

I 
TolD I 51ff 30 9T 556 

The ROs recei\-e the month-end accounts by the -1"'- 5'-~ of th~ next month, and forn·ard these to 
the HO by the 6"' of the following month. At the HO, the accounts are consohdatl.-.1 foJ' each 
project;. through <l COBOL based programme to generate BRAC-\\fide <lCCOunts. 

Alloaltum of HO l..ogl>lu:s alllf lvlatm~lllt'lll Erpt-ns.!s {'HO rosJs') 

HO costs are mcurred by the common support functiOns. These include the fmance and 
a..-counts dep;utment. the personnel division, monitoring and inlern.1laudit. IDgistics and 
administration. EDP, and programme support staff. 

Salarit.>.S and benefits or the project staff, upto the level of the RM are furufe..l by programrnt!S. 
Salaries beyond this level are treated as a part of HO costs. These mclude trammg and 
dcvdopment costs, transport. stationery. repairs and mamtenance and audit fees. 

Further. approxllllatelr 15 per cent of the HOcosts (in 1996) relate to the notional rental expense 
for the BRACowned premises, being recovered from the various projects. The income for the 
same IS being credited to the BRAC Project Fund 

The HO oosts are r«ovcred from 9 donor-funded pn>jeds and 3 BRAC in-house acti\'iti~. 

As per the terms of the contract. the recovery from RDP IV and NFPE II, ha5 an upper limit or 
10 per cent of programme expenditure. These costs are recovo!ted every month at 10 per cent of 
the allowable program expenditure. Anr excess recovery I shortage is adjustro at the vear-end 
b.lseJ on the actual costs. Other donor-furufro projeds are also allocatl...t HO costs on the above 
~. The recovery from BRAC in-house activities is based on managemt!llt cak:u.lattons. 

Pn!liminary anJ kttiAfit>t--- for disc-u<SW/1 purpo:<S ordy 
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E. Dollar aepyd ior 

Periodic 1epo1ts ofprognmunerosts are submitted to donors and these are abo reoonciled With the 
fund controlattO\Ult and totaJ p.rogramme costs. 

In a ~ ~ the project fund controlii(.'O)unt balance will not bel: e •rily ref1ect the donor 
fund billanre.. This is due to lhe piOJI!Cl fund contJOI account being uhliwd fm plognomme activities 
th.t are not refJected in the donor II(.'O)unts for instance rtems like prepayments. adVIIDCe5 and 
depositsfmprog~anm~matena!to stoclcs and stores, employeeadvl\ioceselc. Thus. a recondhabon 
would be l'l!lqUin!d beth cut the progtalfiiM IICQ)I¥nl:s and the donor IUXXIIIJiU to iiiilive at the net 
~ in the prognmtiDI! bmlt MlCOUJll. i.e. the programme fund ambo! account. 

Accordingly, the fund control aa:ount balance of the progr1Vntm llm'liDits an be reclOI'ICiJed to the 
fund balances in lhe llorlor iiQJIIOlts by reducmg the nnpact ol all itl!ms that do not relate to the 
doom IIIXOUDts. This exenJse has been done fm the year ended December 31. 1996 for RDP and 
NFPE. 

~ reroncihation of net expencbture as per prCJ811Wltm acrosmts and the donor llcaltlnts ofRDP IV 
and NFPE for the yeu ended Decembei- 1996 are as follows: 

Putica.hn N'FPE RDP IV 

~ • per Aallaal A«ouata ?96~ ~ 
AdMUss): 

Slxlcb 4< Stores 51 (8,489) 
Advant.Y, Oepostts 4< Prepaymen.ts 72C (7;335) 
Housmg Loim- Staff - 90,178 
Acxounis Recetvabte 963 54.057 
CUD"'!!!''t Account wtth Area O:ffit.es ;~ 29,988 
Deuu:se in Otha Litlbih&s: 

Housmg Loim hl\iodated- VO Members (117.201) 
Housing Loan transferred -Staff 
Current Acxount W1lh Area Offices 

RCP Branches Financed 
Loim Loss R.eserve 
Savin.gs ()epcQts Fund Refunded 
~ ~OJI!Cl Income 
Wodcing Capibll oi Prawn Hab:hery 
RDP- Frnuls RL~ 

lnienst on Loan 
Lo.nRabsed 
(ntl!rest Receva.ble 

lixpenclit:1D't U per Doaor Stat.m~Df 

(90,178) 
14,126 (193.253) 

- 117,201 
- 31,813 

- 240,(XX) 

- (26)151) 

- 183 
-
- (100,233) 
- (?77,<x1l) 
- (69,141' (750..281 

An.& UJ 809,178 

Pnliminm-y and tmhltiDt! --for discu.ssum ~ <mly 
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~donor fund belarKe as at Oec:oember 31. 1996 can be analysed as follows: 

llfTm 'OOOs 
Putkaluw NFI'E JlDl'IV 

as per Donor Sbttement (809,1?8) 
NFPE I (Jan-Mu 1996) (318.320) 
NFPE D (Apr-Der 1996) (486.228) (1104,548) 

Donor Funds Received &50,491 719,630 
"'- ~ Bal.lnce 45,943 IQQ~ 

llf Tab "'OOs 
Puticu.Lua NFl'E JlUl'IV 

Fuad Coetrol BaJa....,. U ia Aanul Aca»Rab 74)191] :M-1,35(1 

~ 
~~ Stock. Stores & Spares (38) 

A~ Deposjts & Prepayments 596 
Amcnmls Receivable 86 461 
Cwrent Accowtt wrth Ala Offices (3,600) 30,3511 
Cash & Bank Balana!s 12,811 9.855 67;m 163,22? 

a:-: 
MotDr Cycle Replarea~ent Fund (27,265) (34.845) 
l .... btlities For Expenses (10,591) (46,966) 
Group Savings Deposits - (31'2.951) 
Group TJ"USt Fund - (3,338) 
Group Current & PJ:O)Kt Accounts (3,401) (442) 
Lolm Loss ProVISIOf\ - (18,788) 
Capital Fund Adjus1ed 3_255 (1,594) 
Capttal FWld AdJusted- Housing loan of RCP - (38_,002) (1V.201) ~ 

lJ~ U OA ~bef31.1996 45,9&3 (89,548) 

• 

• 



The p1ojat fund control accounts making thellWll fundcontrollKLowrl as on I:lea!mber 31,1996 is 
as follows: 

PTiiFects with +w brl1sm.crs Taka'Olls Prokcts with -oe l:!rl1lmas Tab'OOOs 

RDP 343,350 BRAC PlojKt Fund (406~ 
NFPE 7~090 Gonokendra (80) 
TARe 13,160 HPD (20,340) 
Pnnbng &: Pubhcabon 10,498 VGD Oedit PlogtanliDI! (114,?93) 
RCP 5.206 R£0 (629) 
Boar Developmmt 10,()86 NFPE (C..amwmts) (3,517) 
FPFP 11.284 BRAC Dmy & Food PtojKt (4.146) 
lntegJallrd Nutrition ProgJunme 3,109 Aanlog -
SLOP 19,385 'BRAC Pl:itilas -
Soaal ~ lmn:nmmtitm 1,526 H~Office (37,?IXI) 
BRACHousing Ploj«t 45)115 

S96,769 f5K7~<U"' 

I Net balanre m Fund Control Ac:mant 9,407 I 

BRAC and the donuts should fonnahw the modalitie$ for utiliSation of the swpluses geneJall!d 
from fund balances, mdudmg mteft!stJncome. Further, the above n!COI1Cilattons should be 
ioco•fOJ•ted as a put of the~ 1eports to the donors. This will enable a dearer reflection and 
understanding of BRACslund m.anaga:oe:ntlllii!Ch.mism md surpluses builL 

PrtbmiNzry IDIII tml1ltil1r --for djyussion ~ only 
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AltllenlftA 
P.,rt af2 

'"TN! statement on fund llows, reflecting the soun:es .nd apphations of funds in RDP, NFPF.. 
BPF and otheB is p• tl2d below !ur the year ended Dec.emba' 31, 1996. 

I" Tab 'OOOs 

~8-aiUIN' 

Banklnterest lncome 
Bank Ovenlnft 
tcwrrent Acrount with Area 

IGniJUP cWJ ad and pu:;ect 
account 
Group Savings Deposit 

pTrustFund 
Income from Jnvestmeut 
Interest on loan 
IOtiher Uabilrties 
Uabihbes for expenses 
Liabilities for goods 
u.bihties for other IiNnc:e 
Loan from RCP 
Loan Reeliwcf 
Long Tes:m Loan Received 
Motor Cycle Replacemeatt Fund 
!Other Funds 
!Other PtCIJ"''i Income 
Revenue from Sales 

raimng Income 
Loans to Assoaaled 

ToW 

103 
(190,855) (1,155) 
(243,233) 3,05 

S,f176 

571, 

6,1?8 
5,285 

26,851 

BPF Otbml 
{213,91i) 

25 

50, 
ZL 

556 
60 
22.31 

5,696,3115 

Total 

Prdimnutry ll1JII tmJDtiDe • • fur disotSWT'i purf1056 only 
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p 

l5iWiry &: Beuefits 217, 
of O'Vllll!rul sold 

ToW 

und C«ttrol Acco1:U\t 

Banlc &J.mcoes 1t FJeld C>ffices 

IPF 

167, 

(473,854) 

~A 

P11~2of2 

Prdiminsuy lind tmbztit1r - -for discussion pvrposes only 
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.tr 
Annexure B 

Stoatement of CapitlJ Cost 

l,.;tnd Building FumituTe Total 
Project Year Nos Cost -n Nos Cost -Tk co~t-n c~t-n 

Ibm Officrs 
RCTP I~ 30 M78,P..ci 35 ~.672.79-1 2.380A.W .34,7.31,%0 
RDP- Pha~l 19&>-89 25 3.~9.101 ~ 19,.554.666 5,22-4.502 2b'" ::?8 ,269 
RDP- Pha.-.e II 1990-92 65 17,.719...309 65 73,693,102 12.396,307 l!n~.31B 
RDP - Ph.ase 111 199'3-95 105 '17 .859,51\9 105 166.1i8,.3Cl7 15,..'\35,12!1 210,373,1 J.l 
RDP - Phase IV 1996 40 U ,t>blA'\5 6.111.3Hi ~.i'i'3.951 

265 77,569,360 225 288,(199,559 41.447,693 407,116,612 

Tmlning and Rcsout-u Cmlns 

RDP- Ph.1!e II 19'l0-92 2 9' 7:\3 ..()8.1 6 48,765,007 '1,438.00: 1>1.910.094 
RDP- Phaw Ill 199'3-95 3 6, lb9,138 :l 39.322.528 9.6ii0.205 55,451.871 

s 16,202.222 9 88,087,535 13,098,208 117 ... 387,965 

\CDP R~m~l Campus (Rajmtlnrlpur) 

RDP • Plwse II 1~92 

RDP- Pha.o;e Ill 1~95 

BRACCmtre 

Project Yeu 
Pmroptt/ ,'.!mm~mc'lll Tmmm 
RDP- Phase n 1990-92 
RDP - Ph.lse UI 1993--95 

HL'1211 Officr 
RDP-Ph.uel 1986-89 
RDP-Phasell 1996-92 
RDP-Pha..o;c lil 199'3-95 
RDP-Phase 1\' 19% 

RCPLoan 1993 
FPFP- Ut:>AID 1~ 

BPF 

I 1..299,0b1 I 29.000.8871 9.J68.NI 311.t)Qb;1)9 

Extenswn ~,tb/,%0. 20.(157,9110 
1 1..299,()61 1 49,()88,86~ 9.368Ml S9T.>6.769 

Land Building Furniture Total 
Nos Cost- Tk Nos Cost-Tk Co~t-n Cost-Tk 

un~ (prlrl ofiiRAC u111rt) 
1 5,5:)7 ,3-16 1 2.!,0118,736 2'151166 2C1,951,1-18 

El<tension -IO,!n6,194 10,036,194 
I S.5Si' .3-10 1 «H,134,9'30 295,01>1\ 69 ,91;7 ,3-12 

:\,594.b19 3.594.b19 
12.99'2..021 12.99'>-021 
33.610Jn.l 33.610.(}3.l 

4902.-456 2.902.46b 
5.1,1)99,130 53.()99,13(1 

150.000.000 150,000.(XXI 
5.200.000 5.200.000 

13.000.000 31.500.000 4-t ,500,000 
1 18,557,346 1 245.6)4, 930 58,594,196 322,786,472 

Prrlrmrn.Jry and tnrbttire ··for dt .. "tl$$1(111 f'li'J'O'l:> only 
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2.2 RURAL DEVaOPMTh&PROGRAMME ('RDP') 

A. Background 

Under RDP, BRAC aims to eradicate poverty and empower the poor largt!l grou~. 
specifically, women and children. Tho? largt!t group is characterised br low inroiTh! ~?Miring 
day labourers, fishermen without fishing tools, cydc cart pullers, farmers owrung less than 
half an acre of land. petty traders and crafu.'Uit?Tl for whom BRAC has Op«?rated as a :.elf help 
initiator The RDP at the end of 1996 covered nearly 32,102 villages and had a £1'lt!IIlbi!rship 
of approximately t .84 million. 

The activities of the programme, s:ta:rted in 1986, can be categorised as: 

• Organisation de,•elopment, weeJJy meetin~e based meebngs 
• Savmgs and loan disbursements 
• Poultry, livestock. sericulture, fishenes, SOCial forestry, agnculture and 

irrigation 
• Human rights & legal educaticm 
• Essential health c:arc 
• VulnmJble group development progTarY\Jlle'S 
• Orientation course for Village Organisation ('VO') members and staff training 
• Morutoring and research 

Objectives of RDP 

• To impro\'1.' the li\'es in a sustainable manner by developing appropriate, effective and 
tunctional orgarusatiOns of partidpabng households; 

• Increased income and employment generation in poultry, livestock. fisherie., 
sericulture. social forestrv and vegetabli! production; 

• Increased knowledge and actiOn by nllagers with respect to their legal and human 
rights; 

• l.ncreased income for the poorest women in the po\'erty group; 

• Improved ho?alth and sarutation of participating households. 

Ptrl11nmnry and len lallA.'-- fortbSCU5:;JDn pttrpo«S only 
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The programme p•op+ e to utilise over Tk 4.6 billJon during the p1oja:t period 1~ 
2000 for Vilrious activities. 'The unOIUlt would be expended and financed u under. 

·~~ I B•J'JU Mta d.:aa:wp 6111a:p.11 ... 
DS:Did:4itp:wtpp:aw 
lt1mo'A ptl& 

~ 

• 

Sou:rcu o{ fuacll 

RDPIRCP 5n·llp 

• • 
60-100 Vi!Lt~ 

• ~bons 
• (~-~K 

• • ll>t'ft\bcors) 
• • ••••• 

RDP aJmS at estabhslunent of Vfj/ for sustamabll! development and uphftment, by credit 
cllibu~l5 a:nd facllit<ltmg a habit of Silwtgs, p.ubcut.trly in women. AVO comprises 
about 40 members m the age group of 18.54 years,. dtVJded mto grou.ps of fu.-e and lead b)• a 
group Iader who does not belong to any other similar orgaru:saban. Approxunately 160 
VOs are CO\'ered under one ~ Of6ce (' AO'). An Area Manager ('AM'), who is assiSted by 
Programme Orgarusers ('PO') and Ptogmnme Asslstants ('PA ') heads the AO. A Regional 
Manager ('RM') ~ m chArge of approxunately 11).15 AOs,. and he directly reports to the 
Programme Managers ('PM') at the Head Office ('HO'). There are four~~ one for s.tvmgs 
and crecht, one for sooal development. one fur empJoyment and income generation and the 
fourth for MlS. 

Prelimi""'Y IUid tm~- -for disnrssW!I ~only 
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• OrganisallOn dl!\'i'lopment and cn!dil progratnl1ll: Comprl!.es apmditure i.naured on 
VO worl.shop>. salario and benefits giv~ to R\1. .-\_'\I PO and PA,tr.nt!l expenses. stalf 
trammg and developm..>nt. office rent and go.'neral maintenanc:1!. It alo;o includes Jo;ms 
gtven to VO membo.'l'$; 

• Employment and mrome generating programnw; Comprises e"pt.>OOature incw:ral for 
trammg and uewlopme-nt of the various incc>me g~abng acti\'tb~~. -;alaries and 
~ts pven to PA and PO: 

• Social development and special progrilliUJ\(.'5: Composes expenJ.tture ancurred for 
tra111.1ng a.nd development of the vanOib I rRLE illctl\--ities, health are Oln.l em"'U'OilJI'Ieflt 
dl!\·elopment programme. It also include2> tra\-cl expenses and s.ilime. given to piC))li!Ct 
and service sLlff; 

• Support sen· ice.. Compnse; expenditure ancurred on research .md vvalu.1tton actwabe.:; 

• Capital inve.tment Comprises expenditure ancurred for acqu~abon uf branch office 
L>nd and build&n~. motor cy-cles and furrutu..., and fixtures etc. 

The project tnn'>lnl' c:ompnses: 

• Interest mcome on loan: It represents anb.'rt'5t rec~.;vable on loans to \'0 ~ less 
provisions for 100'-"K',, 

• Service ~harg~..,: It represents service ch.arg.::. earned on variou~ incotnl! g~>nerabng 
acti\;be!;; 

• RCP financin~: It n:pn~ loan fund$ an.J ,, .;ets brought out by RCP, 

• Surplus of P5E.; It represents ~Ius reccJvl.'d from poultry f.mn. (t.'t.-..i mill etc. 

Key components 

avmgs 

• BR.-\C enrou.rag .. >:. the concept of savangs among5t ats \'0 IJlo!lllber., VO members who 
are a part of the target group are encouragl'<l to save through da.l.tetl!llt ~ 
actJvtbes and pro;ects. which aim at prondang basic necessitvs 

• Members male three types of saving". 

- CDmpulsory- a minlmum of Tk 5 to a maxunum of Tk 20 from evl.'ry member on a 
weekly basis, 
Fctrttd- mandatory savangs depos1t of 5 pe-r ct?nt of the loom amount. reamed at the 
time of loan disbunement; 

PrdrmmllrylltiJ lnlbrfrrt>-- fordr'k-v'swn pa~' only 
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• Th~ PO (Accounts), disburses loans to the ~mbers after filling up the ilisbu~mmt 
~1\et.>t and obtains the SJgnatures of the borrow.,rs after affixing a revo?nu~ stamp; 

• M.md.ltory savings deposito( 5 per cent o( the loan amount IS retained at the IJ:mi' ol 
d•~bursement; 

• The PA then males an entry m the loan collecuonshectand update-; the pow booL with 
the loan amount and date of disbursement; 

L01m coll«fians and nccou~rting 

• The ca~h collected by the PA at the VO mcetmgs IS recorded m the monthly savmg and 
collection ilieet and the membel"!i pass book. A PA administers two VO rru.'\'llngs m a 
dol)'• with a minimum or eleven m~tings in a \H>el,; 

• This PA colk.-ctKm sheet is <tigned by the PO (Accounts} after ~~mg and counbng the 
ca~h; 

• The PO (Accounts) upd.ltes the ca.~h coll«tion ~ter and the savm~ ilJl<J loa~ ledger 
at the end ol the day 

mus ~I< mftnhttllid/y kjl biDnk) 

Prrlmut~~~ry and 1m IJitirr - -for discu•.wn pu ~ cnly 
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II 
Recently. an exk>mal eansultant, Soulhtech, was enpged and bas developed a loan 
m.anagement system called the Credit MaMgement System ('eMS'). l1us system IS 

currently opentionalin 5 out of the 40 n!fPOOS and is expected to be operational in all 
YegiODS by September 1997, and is deplded below-

~--------------·--· ... r~----------~ 
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t "111'1 h<oU 

""unuH.If\ 
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I 
I 

I 
I 
I 
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I 
I 

, --------------------------~~~ce J 
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2.2.1 RESUl TS Of PROCEDURES PERFOR.\1FD 

We noted the following sigruficant weaknesS("! during the course oi our revtew: 

A- Sol\ings a:nd loan collection~ 

• The PAs responsible for roll« bon of c.uh from the VO mem~ uo not 
follow certain preventn-e control procedure:. dunng cash collect)(lf\ ~me of 
~~noted dunng ~uch mft1mg." \•ere: 

Cash JSduectl_rcoiJOO,>d from the \'0 member by the PAs', wtthout 
being count .. >J by VO Presid1'11t/Cashier. 

Entries m the ~ rook of members are made in e>.ce..s/•hort of 
.u:tualcashrollectt.>d. This Jnd}' be due to: 

(a) Cash coUectet.l from one member entered in another member'~ 
passbook; 

(b) Wrong counting of ~iil'>h (OIJ«ttO; and 

(c) Entry made based on promiSe to pay later m the d.l) . 

Totti cash collected IS not coun~>d at the end of the \'0 meetmg to re-<h«1. amount' 
.. oU..-ct..'<.l as per the collection ~heel anJ pa» book. 

Amount •• ro-r 
~.,..of\ 0 nwmh-r I Dote PA coli.-. bOn ahtri I Po.ssllaoL PAcoll«tton•.._. I P1158Bool 

\\'.-rLh· .. ,..,,_ u..n coll«uon 

Sowry• S...u Aupt 5. 19'17 0 s 
.-\upr>t 12. 1997 10 s 150 
,\upt 216. 14117 10 5 

Rol"Y• .-\up~~& s. lw; 5 0 
Aazmtl2 19'17 5 0 

F- Aupt t<>, 19'7,' teo 
M_.ara ,\upst 19 19'7,' 0 5 

Auguol 26. 14117 0 
:-.;- Aupt 19.1119'7 0 
c.-Ram .o\uj!UM5. 1119'7 5 0 ,..,,y RAni -\u~ 19. 19'17 0 5 

B. A«ou:nting svstem 

• There were cases wherem blank c h<>qu~ had been stgned by the PO 

Prtlmmwry 1tnJ tnrliJttCit'-- for dt-cu<<wn purpo:$<"5 only 
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(Acrounts) at the bine of IUs transfer. This was done as the process of change 
m authorised signatori~ would tale time,i'lencl! during 'NCb r-•riod, Ollly 
one pt•rson was operatmg the bank account. Further, we nott>d that the 
rrocess Of infomung truo baJU. regardmg Chang.:- in authorL'*'<l ¢tgn;ttures ha.i 
not commenced, even one month after lhc ro (Aa:oL&nts) ~mg transfeiTI.'d. 

• A daily c:ash certifkabon L'> to be performed by the PO anounb and the area 
man.lgt'r. During our rev1~. ~-e noted that the cash and bankboo'-s had not 
bt.>.m ~•gned for confirmation r..-gularly. 

• Fwther, we noted mstanccsof PA coUt.-cbonsheets not tyutg tn to those 
prepared by the PO AccOLLnts. 

C. Prommmc monitoring 

The programnw monitonng controb of RDP tndteate that the focu~ of controls is onh 
on the loan colle..:tion process. Hent:(', rclaled adJVati<.'s, e.g. sector progrct~JllDe:o are 
not monttort'd as intenstvely. E.lCh of the S«tur acbvib~ such as poultry. bvestock. 
senculture etc. tS the responstbihty of PAat the AO "· The sector PA reporb to the 
RSS at th~ Reg1<'11A1 C>ffice. The RSS consobdates reports from all the MY., to pre9~nt 
the regional pc"rf •r:JlliUla'! 10 the R.\f 

Our 1'1!\'ie"\' mdlcatoo the foUowmg. 

• The AMs' are administrabvd}• respon<ible for all S«tor prog:r.unmcs operatmg 
un,J.., thcir area. Howen·r. the sectors P ~· an.• functionally reporting to the RSS 
and not the A.\l 

• 1ht.o wmparlS(In of actuals to mtemaJ targets tS weak. The mtunaltargets are not 
soentiftc and do not t.1k.! an to <lCCOL&nt the sea.wna.l v.uiabons an productJon. The 
yi!MI}' targets are equally divid~..:l over the four quart.m;. Furtht>r, the reasons 
offered for vanabons are not properly qua.ntiftl'd and dOCUJl'li.'J\ted . 

• A high ca~h in hand balance tnC1"NSeS the nsk of nusappropnation and theft ol 
cash. 

• Loans a.re gl\'en without furrushmga guarant~,... or bond from thi.> borrowen> 
guardian. This increase:. the ri.•k of non-n:covcry m case of the members' death. 
insoh 4!TIC)', insanity etc. 

D. A•snsment ol the Q f S 

St,.,.,gths 

A maJOr bent'ftt o~TtSLng out of thl.' abcwe system L• tm• bini! saved by the A\f. who no 
longer would be R?qu.ired to come from the field for r«''OlCiliabons of sud\ accounts 

Prrlmnmrry 1111d ~bthrr- -for dlo<USSlOitl"ff'JIC><> only 
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Ful't.her, the C.\ IS packag-e h<b a number of m-built cfu!cks for ~lCllbon and valtdabon of 
data. Th<' major control features of the syt.tem are: 

• The data punched m from the coUcctaon Shl!ets for each of the members i:> consob<hll'd 
for each VO and confmned with the .tmount a.~ per the VO-wise cash coUl"<;tion 'hl'Ct 
prep;ul'd by the f'O.Accounb of the area offire; 

• The system has three levels of acces~ 
The data enb'Y open tor f DEO') wtth basic functions for data entry only: 
The supe!'isor for ~rtam adll'UJri,trabve ma.ttEis, includmg com.'l:tlOI\ of 

wrongly c!llll!n!d data: 
The system administrator I manager leveL fcx complct!! ~ to all 

~and fwoctions. 

• All ~w member set-ups and new loan disbursements during a penod are fed twa mto 
th<' c;y6t<>m b) different data entry oper.~tc-r'i f\lr cross \·erification; 

• 1n ca:.e, there are mistakes in the Wt'f.'!Jy c:ollc\:tion !.beets or dunng the d.ltal'Jltr}' 
procc:.:., the parbcular \'0 sheet goes mto a pendmg mode. whercm the SJ><-c•f•c v. ...ekly 
coUcctaon sh...et is vetted bv the supervi.o;or, including m.mual adilibcm <>f amounts. W'lll 
onlv th1..'J\ the COin!Ction is made on the SV'il<>m; . . 

• Data for month ' CT am only be entered m month '1' and no entn6/~nb !l'labng 
tu month ' CT will be .teeepted by month ' 'r or lah!r, unless the man.Jg<:r modllles the 
sy-;trm date; 

• Generabon of vanous repom rclabng to the loans, for \'Os . AOs'. RO;' and 'I<.'Ctor 

o;chemr,><;; 

• Other features at the svstem manager user level1.nclude: 

- facility for generation of audit trail reports; 
- amcnJmcnt and set-up of new !o.1n I)·~; 

- rev ll'W 01 pendmg/ mro.mple!t! VO collectJon reports; 
- dumping of standing data mto the ma .. wr ftk; 
- ~t-up and amendml"flt ot user 10 ace:~; 

- brl up facility; 
- transfer ol a member from one AO to another; and 
- review of u.<er 1epc»ts displaymg the "-"Orl. done by data entry operators (,based on 

number of k~:. punched) to del<'rrntne their \\ago. 

Our i'\'\'1ew of the system indicated the foiJoWlng weaknesses· 

• The above system does not 1m prove the tune lag m the availabibl)· of mfonn.tbon for 
r.-•al-ume cuntrol The tune lag conhnul'S at approximatl!lv one month. 

Ptrlmuury•••d ~ntafit!r --for d•...:uNon l'"t'J'O$C"~ only 
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• An assumption made in the sy~tcm IS the provision of the pre-printed weekly coUecbon 
sheets, before the end of the month. to wh1ch the coUectJons rclat.!. In case, th<>re IS a 
delay in the receipt of the complck'\.1 collection sheets from the AOs, 11 would dt'l.t)' the 
whole process of lllformation proce.:.mg. 

• Further, the former weeiJy rollcction reports pro,;ded the AI\ I with a 'IUmmary of VO 
coll .. 'Cbons, enabled real tune managemmt contrcot The n...•w system.. howe\w, does not 
general<! a collection 'iU~ for the VO, each Wo!el.. Th~. as compan'\.1 to tht• t>rief 
report on the collectwn performance for each of the \"Os every week. the A~ I now has 
ace..--., to such mformationonly at the mont.h-end. This poo;es a Nkof slad<!I\U\gol the 
loan collt.oction and morutoring proco.>:o:> 

• The C\15 program file and tiS related docurnenlation has not been prov1d,-.J to BRAC, 
e-ven though. BRAC has patd for the d~:\'clopmcnt of the software. ~ inhibtls 
posstbthbes of lll-house modifiCation of the program. Instead, BRAC wtll have to be 
dependent on the extemal coru.ultant'~. (South~h"s) progr.unmer!i. Furth,•r, the «.nne 
ru.'t.-ds to be documented. as w1th a change m Southlech's'BRAC pf'O}I!Ct team. and 11 will 
be dtff1rult to modify the program. 

• The C\15 has beenm operation SUlCI! June 19'17, but till August 1997 end. theaudat tratl 
report has not been printed for reva<.'\\ . This IS primarilv due to the fact that. C.\15 doe:. 
not have a facility for a prevaew and no optiOn ts provtded to the user to ,~. the 
acbvaty period to be reviewt!d. 

• The C\15 does not have the faality to delete/ deny access to a user once the~ has 
bl.'<•n set-up. 11us as a major <:i.'CUlll)' flaw, as il allows the user~ even on Je4,mg 
the organisation. 

• fhe bold up of the al5 dat.Jb.15e is with the 5~-slems Manager. on the -.arne flooT a) the 
wort. area [n case of any ca.'IUalty I damage to the prenuses. BRAC runs the nsk of 
IOO'Itng en tical data. 

E. lmpliations for BRAC 

- RISI.: of m•sappropoabol"l/ defalcation due to mrorr«t recordang; 

Loss on account of bad loans made. due to non-payment by \'0 ~. 

Prr/Jmmmy and tmm~ --for dJ<CIIi""'' f'U'I~ ~n~ly 
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2.2..2 OPPORTUNmfS FOR IMPROVEMENT 

A. Loan collectio,ns. MIS and accounting system 

• ~ VO President, PA and POA should o;1gn the col.lection sheets. This w1ll 
enable l:lll'lel\' rt'CtilicatJOn ol ilisc:rep.mcll!S, if any. 

• lne C<bh balance at the end of the day "hould not exceed an amount dctel'"ll1lrot'J 
~· 11\o\Ngmrnl.. This amount should ~ adequate to meet the petty ash 
~pens..~ of the branchb. Any amount in ~cess should be depo>ited m the baru. 
at the end of the day. 

• Pre-signt'd cheques should not~ retuned. This control should be emphasl7-ed to 
the authonsed Stgnaton~ Junng the course oi their training 

• 1\~ry controls need to~ mtroducl'd to enablt.! compliilnce w1th the 
follo•• mg procedures: 

- The total cash I'I!CelV\'\1. ilS indialt-.-.1 m the PA collection •het>t >hould match 
amount in the cash collecuon regbter, and dt.SCrepanaes If arw Ylould ~ 
accounted for; 

- Tile total loans di'ibursed, ~ indotN m the loan disbursement o;he<-t to 
rn.ltch tho.! loon subsidiaty ledger and d1~ if an~· should b.> 
accounted for. 

- Tho:' savings and the colkdJOn ledger to be updated; 

- A physicaJ count of ca'h should be taken and recorded on the cash count 
~h-.'Ct; 

- The cash count sheet should mdtcatl! the denominations of currency note> 
and coin:.; 

- The POA and the Are.l Manager o;hould stgn the.-cash and banl.book.'i on a 
daily basts. 

• A :'Its' o;houW be encoura~t!d to morutor the sector programmes on a proacti\·e 
ba.o;io; Fu rthcr. the PAs should ensure accurate recording in the member' 
pa~bool and PA colli.'ttion shftb Thi5 lS essential to avoid discn>panci~ 
betwa>n pass bool.s and PA collection "heels,; 

• 1lle collecbon regiSter and the !>.lvmg and collection reg~5ter should be updJtl'd 
fX.'rloWcally, to avoid any tr.mspos1hon errors. or errors of omiso;ion iU\d 
COT1U!US:>I011; 

Prrlmunnry arultnrllllnr --for dtscusswn pu~• only 
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• The tugets ror the projects should be c.1lcu l.ltl!\:1 in a <rientific arui reali.,tiC' 

manner. ~-should take into account sea<onal imp.actof opcrabons Further. 
target onented exct!pbon monitonng rn«h.mism should be mtroducoo 

• Compansons should be properly made m MIS rep01 ts. The targets <hould be 
clearly rommumcah.-d to the o:mcernt!d pcrwnnd and fu!Jd reports re~·wwt..:l to 
ensure clear undmt.mding of la:rgt'ts by field personnel 

Prtllmm11ry11nd lnlbltmr--fordu..-u~'oiOII pu~onl11 
-35-



.tr 
2.3 PAYROLl. 

A. Background 

h'llh st:aif strength of o~'I'T 16,CXX> regular employees and 30,CXX> project and seniLE' 
staff, payroll tsthe smg.le largESt component ofBRAC's annual expendtture_ The 
followmg graphs provtde an analysis of payroll expenditure over the three prev~ous 
years and dist:nbu:bon of regular staff as on December31, 1996; 

Salaries- • ~of to1111 
upmclibm 

Rep!M sbff disbibution 

3' 1' 4'\ 

1956 1996 
B NFPE • RDP 
0 HPO 0 Aarong 
• BRAC Pnnters 0 Support Staff 

Further, the programme Wl.Se analym of payroll costs JS grven below. 

RDP 

Analysis of Saluies & Benilits 

NFPE 

01995 

HO 
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B. OrJ:ilnisation atnacture 

The Personne.l DepArtment loc•ted •t the HO IS respw1S1Dir for slllff rel.tted «bvrbe, 
such liS rrcrmtment. transfer, promotxms. etc And IS structured as follows 

Ms Shamahad Khan 
Managtlf PeBonnel & Stores 

-~-~1~~~-. 
Thr- Personnel Otlleers 

Four Personnel Assistants 

1M~ ININI&ef IS priuwll~ ~lr for rect'Ultment .nd deasaons on 
iiTV'IW ux:nment .md promotions, iipilrl from N\'lng overall l'I.'Sf'OilSlbWty for dlly 
to day functions of tM penonnel departmmL The~ officrrs an! n!SJ'Of'Sible 
for pn>Cessutg of IN papoU records on • monthh bows. which mcludes dt'Ciucbons 
on ~KCount ol '-"Cess lene or late e.ttend.mce etc. One petsoco~el officer e.ch IS 
resp<I!\SJbJe for the pavroll of NFPE. RDP among others. 

R«nutment IS dont' at 1M HO e=ept for S~>n'ICe staff who are recnuted locallr by 
the AO The process begins with the publashmg of an ad\'ert:Jsement m avwspapers. 
1M "P'PIJCAbons are scrutuusN b~ the recnulml'nt conumttee compnsmg or the 
~nne! manager o~n.t the programme/ dep.u1ment he.td Selected c.mdtdates take 
a wnltt!n exammabon con.tuctt>d by BRAC and are m~ieWed by the raTU1l:rnmt 
cooumtw, after m1ts.l ~ 

P.yroll proassing 

The key payroll records mAmbuned tw the PersonnPI department are; 

• Personnel fd~ ·Thea fdes are m.I.IJ'Ibuned at the HO for regul.tr employees and 
at the tegKmal offw:~. for proJKt and 5er\'\Ce staff These files have a copv of the 
lrtter of appomtmmt. letter of conftrm.l bon l>) m~plo) " · perform.&nc:e appr..sal 
from trammg·..., promo bans .nd det.atls or the mcremeuts;. etc. Other documents 
~are cop~ of loan apeemenl:!l, detaib of leave .. ,tt-~t par .nd 
teports of iUI)' duo:lp~ «bon. etc. 

l'Ttlm•mwy 11114 lm/Jihtll' ··for awvswm purpc«s only 
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To 
PenoODd . 

Cik : • • • 

r-------------------------------------------------------· ·-··, 

• 

Payobp r;;:::;:-] 
~tal----~~ 

~--------------------------~----------------------------------- -
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2.3.1 RESULTS OF PROCEDUllES PERFORMED 

We noted !be foJlowing significant wealcnesses dunng the COUI"Se of our revieW: 

A. ~:nt 

• The password to access the employee database is COtnnli)J\ to aD users. 1ben.> is 
no faohty for a separate login or password fur indiwiu.aJ users; 

• Functionally personnel assiStants are IISSlgned to sepill1ll2 p1ojects, i.e. the NFPE, 
RD1' and HPO •est-livelY However these l~Zistantsha,e111:'a!SSto ibepa.yto\1 
reconh of employees m other projects, 

• PJUJa-1: and Sil!tVK'e staff &nerements are not g.ven based Of\ menl Such 
D'ICI'eii'1E!nts are pi •tly based on the number of years of ser Y:ice and the cwrent 
level of the employees anly; 

• A formal~ evaluation meclm'Usm IS yet to be put m p!Me. 

• As per the pers<mnel procedures manual, • unique six digit PIN is to be used for 
employee codes.. We, however, noted PINs of two cbgjts> 

• The accounts department at the HO does not maintain the payroll records fur 
n?gl.llar staff at the regious. The reg&onal tnllllageT is solely responsible for the 
dlSbu.rselnents> 

• The attendance register isnotperiodJcally authorised by any designated 
mdJvuiUAl.; 

Pnliminary IITUIImtattot - -for discussion fNT1105I!S only 
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2.3.2 OPPORTUNITIES FOR f:\1PROVEMENT 

A. Payrnll processing and employee maintenance 

• Personnel files should be mamt.uned for all employees and should contain 
eJuCiltional bildground, an up-to-date salary history, performance evalu<~tions, 
transfer .sheet. trammg evaluo~bon details and other m.~tt~>JS. This :.y~tem wtU 
kt.-ep a track uf aU .unendments madt', to the p.1yroU databal;{>; 

• llK> pt't'SOlUlel manager at tht' HO and the Regional Marog& al the offices should 
periO<licaUy supervise the distribution of payroll slip5/Ci1Sh on an unannounced 
basis to t.'nSUre the existence of em pi~ being paid; 

• The emplorees of the pe:rsonncl departmmt should have their own login 
faahties and pe:rsonahsed passwords to access the payroll database; 

• Procedtm!li .should be e.stablish'->d to formally document changes made to the 
payroll master files, including companson o! control totals by the personnel and 
a«<Unb dep.utmt.'tlts. Any changes made should be reviewed to be sure that the 
payroll changes were aulhow..ed and propetl} calculated; 

• BRAC should consida- generating a •pa)•roU change listing" which notes any pa}' 
Increases, pay scale revistons and transfers to other W\'ISlOns/ departments. 11us 
report should be reviewed by the fin.mcial <lCCOIJJllanl bclore ~ing or the 
pal'TOll to ensure pay changes and revisions are appropriately approved and: 

• BRAC should institute a formal evaluation pl'OC\!S$. whereby the performance of 
employees may be fairly analysed. A suggested format that may be used has 
been submitted sepa:rali>l)'. 

B. D isbursement of salaries 

• BRAC should consider the following; 

- Enter in to an agreement with a bwlk, where e\'l!fY HO employee of BRAC 
would be required to open an account; 

- At the months end, the accounts payroD deparbni!nt "''OUIJ be rl'qurrt!<l to 
send Ul an authoriSed employee-wiSe salary· statement. based on which the 
bank would debit BRAC s account and transfa- the required amouniS to the 
employees. 

• The d.isbws.!mcnt process should be compurerised; 

• Accounts assistants should verify the gross saLiry paid to the employee database, 
to ensure accuracy of amounts paid· and 

• Payroll dt!<luctions should be ind.!pendently verified by accounts assistants, prior 
to paymt!Ilt; 

Prt!luttilmry amt h!nlnlfut - ·for cl1$ots<iorr l'u~; ottly 
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2..4 PROCUREMThT 

A. Background 

In 1996. BRAC purchased materials and .:ISSeiS '"'orth over n. 700 nu.llion. These purchases wen? made for 
various p~ operate.! through the country and consisted of items from cars and motorcycles to 
books and poultry feed. Constdenng the above volumes and the fact that local purchases are not always 
possible, BRAC procures tt:s materials centrally to ensure better standard contml over quality. price and to 
economise on bulk purchases. 1"bt! following table stlDll11IJrises the pun:hases made by the ~and RDP 
on a quarterly basis: 

In T a/aJ '{)()(}.; 
1996 1997 

Apr-Jon Jui-Sep Oct-Dec Jan-:\1a. 
'Budgeted Actual 'Budgeted Actual Budgeted Actu.al 'Budgeted Actual 

NFPE 5'>...379 18,5().1 38.397 17,6-lO '!3.n7 12,563 79.')83 31..277 
IRDP I 12,11:> 8.190 33,2:38 11,466 8,()35 14.687 20,63 10.22ll 

B. Org.tnisation structure 

Faruq AChoudhufY 
Adviser 

I 
Rob Choudhury 

General Manager ('GMP') 

I 
A Moghni Choudhury 

Procurement Manager ('PM') 

I 
EAhmed 

Sen1or Procurement Officer ('SPO') 

I 
113 Procurement Officers ( PO">I 

I 
I I 

~ 
Autho nsabOn ""lutred 
~10...-sof 

50J.ODO 
for -n· 

Au 
torpu 
n. 

I Procurement ASSIStant ('PA') II Procurement Assistant fPA')I 

The centralised Procurement Department ('PD') of BRAC is located at the HO and is headed by a General 
~Luwger. The PO is responsible for pun:hasing all goo.ls, as specified by the reqwsitiorung department 
"'"'thin a designated bme frame. Further, on some occas•ons. local pu.rt:h.ases are also made wtth the 

Prtlrmmmy ami tcntahne --for diSCUSSl011 pu~< ~nly 
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consent of the Rill These are in the nature of v.leci.nes, medicines, d.ty old chtcks, etc. 

The ove1'311 responsib• hty for the day to day m.lnilgcment is with the GM, who is authorised to malo!. 
pun::hases u pto a monetarv limit o f n 500,000. Purcl1ases in t.'\CI.'SS of TI. 500,000 are awhoris<!d by the 
Adviser. The procureme:nt manager supenlSeS ~1I preparatiOn and the suppher payments. 

The PO:. and PAs help the procurement manager ensure that 5Upphes and outstanding \U's are being 
received as per schedule withm the time linnts and follm•• up with vendors m case of delays.. 

C. ~~activities and kev romponenL~ 

Purclm:smg Fmrcticm 

The purchasing activity begins ·with the raising of the Material Indent ('Ml') by the requesting department 
(ie RDP, NFPE etc) The purchasing function COnsiSts of the !ollowmg acb vibes: 

<o 

l'lo.'Ut'<2n<llll 
\I .uta;"' 

chcd.s).ll 
foe 

.. ~~~oxuo 
-..pic~ 

I ' 
so 

• 
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The Receit.'fflg Function consists of the foUowmg activtties· 

Smtto 
proeuremc:ru 

Accounts Payable 

.... ~ 
u .. a .. .._.,... 

·~--·(!1006. 
...-~:-

• BRAC does not recogruse any accounts payable and makes payment withm 2-3 days of ri!Cl'JVing the 
invoice from tM supplier 

PreliimTII1ry tmd lnlllltint'-- for di;;cussion p11~ Qnly 
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At the t!Ild of th•· month. the Bani.. register is pn>pan.'<l (rom lh<> .Jatlr c~h £bur!.cmcnt ~'Unun.1rv. The 
bank ~onciliabons are prepared and the account:> a~~~~t.anl follo--·s up on ch..'qUes c..suo.-.1 but not 
p~lt!\J Cur p.a) mo.-nL 

(Thi5 'Tflct'" rtrtLnlklntllly kft Nrml:J 

PrrlrnmwryllJUl h'nlnb~-- fordr'JCU(<rtm rurpo<A-san!y 
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2.4.1 RESULTS OF PROCEDURES PERFORMED 

A. V~ue fm money 

During tlu! course ol our review,'~ also focussed on the \'alue for Money Concept and perf.onned certain 
p rocl!durl!S to re\,,ew the I!COnOmlc effect and efficiency of the procurement procedures and controls: 

I Value for Money l 

r Economy l • r Effectiveness l + r Efficiency l 
.......... ........ 

• Quality of vendor • Quality (1( the operating • Procedunw; to avoid 

m.magl.'ll\ellt iU1d controls o~·er procurement duphcation of efrort 

proetm.'ment prc)I.'Nun~ actl\,ties 
• Periodic re\ i.-w and 

• Negotiation of ltw tcnns of • Ability 1D enal>le ilffi('Jlt]menl~ of kt'\' controls 

pun:~ and re..--etVJng reawnahli' pru:e; and 
• Wntten procedures to lunctum c<>ntrols bmcly supplies to BRAC 

SUpfXlrt cnbcaJ iKin lbeS 

• Budgetary nmtrol~ to 
• Quality of tht> n>o;pon"' nui1111\Lo;c mto:.-n-sts costs on 

inventor. holding ~ to addn_><;s rontro 
bottierk'Cks 

• Qualitv of the JnVt'ntory 
management and control 
procedunw; 

The followmg summanse the matenal wea.knesses noted by us durmg the COUJ"!>e or our reVJew: 

B. Purchil~ing 

• Presently. tenders or quotations related advl!rtisements are not published in newsp.1pers, 
eAcept for NFPE ttem.s As per policy. all purchases with a value of n 25.00,000 are however 
to be mad!! only through advertisements in local newspapers. 

• Database on vendors/supphers, except for NFPE items, IS not ma.mtainOO. HI!Jla>, BRAC does not 
have a history on defaulting suppliers, as regards delayed supply. poor qualit), etc, for future 
reference. 

• Terms or credtt for purchases are not negotiated with \•endors and presently, all purchases are settled 
within a week. 

• BRAC does not have a policy on purchases made Cor emergency pm poses. During our revie\\ of the 
tomeJ"gency purchase made m june 1996 in excess of TK 20,000, we noted that such purchases were 

PTPlimmmy ond ~ttlahl'l! --for dLSCUSsum pllrpos.!~ !>nly 
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regularlv being m.1de. 

lOU number Desaiotion I Amount 
I 

1165.1092 Purchase of toner and micro 3-1.000 
971,1009 Electr:ical fixtures 2-t.B+l 
1053 Fl"' I rica) fixtures I -!8,.595 
1064,1103 Purcha.~ of office equipment I Zl.s:M 
llllL 114D Purchase of office equipment -12.978 

• During the course of our review, we noted instances of purcruues being made at higher pnces as 
compared to market rate; prevailing m lll!lghbounng countnes. An example of the potential benclits to 
BRAC. If such items are imported is provided beJo""-

Cost of Cuslomduty 
Oescripticm of acq u.isil:ion Pri« ::llndi.t 

!Qt~ofdulv 
"..':_dde~~ Cost of.-.cqu.isil:ion S;wings 

item 'fA) {D;B~ f£EA-Dl 
80 « \1olt>K)·cle 88~ 24.700 Basic ,IS'\ 19.600 +1.300 4UOO 

VAT 15"" 
Others 7 .5'\o 

50 cc Motorcycle 68,600 20,000 Basrc45"" 15,800 35.800 32,800 
VAT 15·~ 
Otht!rs7.5'\. 

c. Receiving 

• Presend\•, the warchousmg operabons are the adnurustrabve responsibility of the Persotmcl Manager. 
This inhibits effective supervision of the warehousing actn·ibes. 

• ~o written procedures exist (or: 

- receJ.ving of goods; 
- warehousing activities; 
- identification of slo\''/ non-moving and obsolete items; 
- d1spatch of goods from stores. 

• Goods Received Notes fGRl\} are not generated on rec;eiptof goods. 

• We noiL>d 51!\.-eral weaknesses in the inventory accounting and management mechanism; 

Phvsical inventory issues do not follow a First in first out mechanism and issues are made at random 
from :.tores. 
Program and corn.mercial mventories are not SC!gn!gat:ed< and 

- Inventories are presently \-a.lued at the last pu.rcha5epricand not in accordance with generally accepted 
accounting principles; 

PJ?lrminnry and t?ntaJitor-- for discuwon purposes ®iy 
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• Our re"iew of the HO stores in Julv enJ indicated that approximately 20 per cent of lbe 

inventory worth more than Tk 1& oullion was over seven months old. Furthi!r. about 25 per 
cent oi these goods are obsolete. An aging analysis a, of July end is present~'tl t>clow: 

Description of items Year Tot.U o1:S of 
1993 1994 1995 1996 1997 July 31, 1997 

Publication material 3!2,961 326,552 3-l7~ 1.950,973 1,388,07'! 
!stationary - HO for RDP and WHDP 0 0 70,no 1-10,115 4.409.702 
NFPE 1st and 2nd year books 0 0 965.J,.'l4 657,829 5,328,062 
NFPE Jnl. 4th and 5th year books 0 3U23 515)).U 366.058 19.013,118 
NFPE story books 0 0 0 44,495 5.274.65'7 
1\'FPE stationary 7.330 0 448,420 1.397..()06 16,()9'7 ,669 
NFPEpads 0 89,T;,O 516.280 6,796;n:J 299,22.8 
1\'FPE others 0 0 101.420 621,186 2984724 
Motor q'Cle: 

Honda 50 c.c. 0 0 0 0 3,00.000 
Honda 80 c.c 0 0 0 0 12,113,oool 

Total 350,:!91 447,725 3.464.86:! 11,973.889 70,438,239 

"'• of toW 0.27 0.41 3.44 15.79 80.09 

As mdicated above, ID05t of the aged materials relate to NFPE inventories. This IS beca~ 
SLX months worth of purchases are placed six months in advance. 1"hi!l is done as follows: 

4,856,21~ 

4.620,527 
6.%1.225 

19.925,643 

5.319.152 
17,950,425 

7.701.485 
3,707,330 

3.430.000 
12,213,000 
86.61 ,:,,()06 

roo 

- the total number of schools to be opened/dosed durmg the six months penod are estimated; 
- tow! children are estimated on an average of 31 per school, 
- the total requirement of books, stationery and Khatas' (notebooks) per chdd for s11< months 

as per progmmme IS tabulated; 
- the above two are multiplil'<lto arrive at quantitative n!quiremenl as per 'iCheduk 

However, thts approach, does not take mto ronsideratton, tht:! cx&'ting stocks at the field 
offices Fu.rthl.'f, the stores ledger is not upd.l~ regularl}'. 

C. implications for BRAC 

• Absence of a vendor database. list of defaulting supphers. may result m purchasmg poor quality of 
tlemo; from vendors; 

• Excessive emergency pu.rchases may result m higher prices for purchases; 

• Completeness of aa:ounbng for purchases made and phys1cal control over mventooes cannot be 
ensured. 

• Incorrect valuation of inventones as generally accepted accounting principles req111re use of FIFO, 
weighted al.'erage. etc. 

• Blockage of funds and capital. 

Pnolirmnnry and trntalirY --for diSCUSSIOn pu~ only 
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2.4.3 OPPORTID.mES FOR lMPROV£:\IT.JI.,'T 

~ Purcha~ing 

BRAC should oonsider minimising us.! of emergency pwcllases. Departmental ht?ad\ DUlY be made 
respanstble for poor purchase planrung leadmg to such purchases being made. 

• In vie'" of lhe present level of inventories the following purchase plannmg and vomdor morutoning 
techniques should be utilised; 

- Renewmg inventory turnover on a regular basis, 

- u~mg systems o;oftware to achieve timely and accurate materials requirements planrung and 
mventory control; 

- Improving vendor performance. Such projects as •·endor inspection, reduc'-'\llot ~JA., and JUSI.·in­
bme dehvenes mar be appropoall'; 

- Establbhing performance reporting. lln!' mvolw:. detennining and ass~gmng Spt'<'thC 

responsibllsties for inventory managetru!nt (purchasing. projects management, maters.ll contJol, 
etc.), dclinlng performance criteria and smplemcntmg a reporting system; 

~lorutonng performance: Results !<hould ~ momtored at a level of detail and frequ~~ to f.tcilii.JII! 
timely oorrecbve action; 

B. Recehing 

• We noted that BRAC does not~ 11!Cci\'IIl& 1eports at field olfJCeS to docu.ml!llt rt.'C'cipts of m• ... "fltol'} . 

well o.>quspm,'flt, etc. We suggest that a prenwnben-d n.'ceivmg r<!port fru:m should be prepared by 
field personnel to doc:ument recetpt of eqwpmenL The oop1es can be distnbuted as follows; 

cme ropy to vendor; 
- one rop}' fonotarded to Head Office account~; 

th1rd copy •otilh r ... "C\.">Jving office; 

• Presently. BRAC determmes itsmventory value based on lhe last mv01ce pnce. This melhod of 
reoordmg perpdual mvo.'nlruy is inaccurall' and not a generally acceptable accounting practu:e. 
Accordingly, BRAC should consider ren:ledymg lhiS practu:t!: 

• ln~'C.'ntory should be reviewed on an ongoing basis for non-lllO'-ing items and excess stod. A usage 
report. by atcm. would help to highlight obsolete.! or excess stoclc ~·els as, efforts could lh ... "fl be directed 
towards d.ispo'<ing or identifying altcmahve uses for such items 

• As BRACs inventory levels continue to grow along \otilh operabons, the sigruficance of proper 
inventory count procedures at all locations and lhe amportanre of the stores manager will become 
tncn!asingly importanL Hence, appropnate procedures need to be mcorporatedto : 

Prrlimrnary nnd ~nb:llittr • -for di5Cli~SJOII pU'J'(l>O only 
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ensure that all uwe.ntory Items are properly accounted for and 
- l!n'iU!l' that tnVtmtory shrink.tge L'i detected on a timely basis-

A model set of mventon• count procedures and a role profile of the Stores !\tanager that may be 
adopt.:d have been submitted S<!paratel)'. 

• In an cllortto provtde adequate msuran<:e coverage, we recommend tha~ 

- Annually, BRAC should re,,u;w tiS insurable nsks with tiS msurance broker and d""clop a 
programme to msure those risks at an I!COnOO'UC cost to BRA C. Some of the ;ueas that should be 
revie\\'ed include mventory, property loss or damage etc; 

• A quality control mechanism should be set up at stores for inspection of receipts and prenumbereJ 
paymt..>nl vouchers. 

C. Dis bursements 

• BRAC should consider mmimising its interest costs through effedhce negotiation of the cred1t penO<h 
wtth vendors and utihsabon of an effect:tve accounts pavable function 

• The recciving depdTtinent should maintaio a :..!quentiallog of I'I!Cciving reports (wtth hanlropy b.:tckup 
on file) and copi<>S of these logs should be forwa.ded to <~ccounts pay.tblc dcp:>rl:nu>nt wcckly to vcnfy 
recoriling of recetpts \oia balch balancing. 

• Access to cheques that are in process ol being approve.U should oo n.>structure.U. 

Prclmmtnry and ta1tahttr--for ducussumpu~s 011/y 
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2.5. NON FORMAL PRIMARY EDUCATION ('NFPE') 

A. Background 

The NFPE has established 34,173 schools in the backward areas of the country 
pro\iding e.lucation to over 1.1 million students, over 700..~ bcmg gtrls. The 
progrnnune is base.! on two bask school models, the NFPE model for children in the 
age group of~ 1D years and the Basic Education for Older Otildren ('BEOC'") for 
children between 11-H years. 

In 1992. the NFPE programme was extended to cover chtldren hvi.ng in the urban 
slum areas. To cultivate a reading habit amongst the children, who graduate from 
NFPE. Kishon School Ubranes have been fanned. BRAC has also promoted the 
establishment of The Reading Circfu or Path Kendras and the Umon Libraries or the 
Cono Kendras to create a learning environment in the villages. 

The budgeted expenditure for NFPE for the period April to December 1996 was 
Th 618.87 million, whereas the actual expenditure incurred \WS Tk 486.26 nullion. 

The following chart. illustrates the aUOCiltion of the budgeted and actual expenditure 
on the above mentioned heads, for the penod April to December 1996. 

Description Budgeted Achlill 

Tk m.iilions ~ Tk millions 'lro 
Teachers cost m .w~ 22:5 46'-
Students books & supplies 209 33'l 129 26~ 

Field Operations 80 12% 8C 17~ 

Research &: evaluation ;) 1'14 4 1% 
HO Loglsbcs & Management 53 9% 3~ 8",{, 
support 
Library Program 18 3% E 1% 
Innovative program & material 12 2% 3 1% 
development 

Totnl &19 100% 486 100% 

<A·er 98 percent of the NFPE l!l<pense5 are school related and are incurred on 
suppli.es and teachers' salaries. The results of ow te\iew of payroll and procurement 
actJvtbes ha\•e been presented in the preVlOUS s ub secbons, htonce the above ha\1! a 
significant impact on the NrPE expenditure and operations.. Other expenses mclude 
the expenditure incurred on the library programme (approximately Tk18 million) 
and on innovative programme and material development (approximately Tll2 
million} 

~''"'""'¥)~ mul unlntwl!- ·for drSCIJSSiim purposes unly 
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B. Objectiv~s of NFPE 

• To reach the target children, ie the children from tht' poor families, non-enrolled 
and school drop outs; 

• To promote the educatu:m of girls, with oosteffuctive and quality education; 

• To recruit a cadre of teachers, predominantly women and to maintain a 
teacher-student ratio of 1 :33 to ensure individual attention by the teacher; 

• To undertake leAlche:r training and continuous teacher development COUlSt!S 

supported by need based teaching materials; 

• To hold monthly parents meetings and to dJscuss ISSUes SJgnificant to the school; 

• To establish one class schools based on the two-school model of liJFPE and BEOC 

BRAC undertook the Education Support Programme ('ESP') m 1991, to mobilise 
partnership for NFPE with small NCO's, by providing technical and fin.mcia1 
assistance aimed tO\\'ards the eradication of illiteracy This programme was 
undertaken to share Its expertise with these NCO's on school orgarusabon and 
supervision. n>acher and staff h'aining. class room management and instruction, 
rommtmity participation. progress monitoring and curriculum development to 
enable them to replicate BRACs NFPE model su«esSfully. 

C. Ogani.ution s tructure and key components 

- l 
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~ owntll repansibility of 1m pn>paoane IS ",th the ED. The ct.y to d.ay 
su perYIS100 of the Prognumne JS earned out by the Duector, who JS resp<11!S1b1e for 
developmg progr.u:rune polnes, concepts, expemnents and ensure unplenwlblbon 
of~ component of the progrmune at the field le-t 1ne Director t.s Ulistl'd by • 
edu.cabon spc!Cillbst who plans the teachers lralrung, develops the trairung mamul 
and adv.-s on rwrlteni relating to staff and te.cher dewlopmeot 

The RM who ts •esponslble for appro'WNtely 5,(0) schools manages the held 
openbons. He IS assislled by an Are. MA~Mgt!l' (' AM1 "'i\0 IS nspousible for 
operation of approlClJno11ely 500 schools.. 

A tam haded by • team-Ji'KNrge IS ieJP<Nt.Sible for approXJ~JV!Iely 15 tcbools 111\d 
IS a'F'fled by one PlopG:UUW Org.wer ('PO'} and four Progr..mmr APtants 
('PA'), 

~ FSP Is heeded by the Director Tmnmg, though the ct.y to d•y D:Wlatpoatt rests 
w1th the ESP Programme Manager ('ESPM') The ESPM IS as15lSted b)• 29 Programme 
OffK~ Technkal Support Spenahst rPOTSS'), who ~ve m e:<penes~ of mlrumum 
2 years ti PO's m NFPE. One of the nlllm LW.s of the ro ISS IS to \'JSlt the partner 
NGO on • monthly basu and see to II that everyttung IS tn order. 1be ESP 
department monxton and unplements the programme m consWtAhon W1th the 
Director PrognmiJ¥5 and l>in!dor NFPE. 

PrdimiMTy and tnttsrbttt - -for disalssion ~ only 
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The ESP department is structured as follows: 

UirC' c: to .. 
:,; Ep E 

ESP bas provided tl!chnicaJ and financial support to 331 NGOs' CO\ eri.ng 
approxunately 5;4.19 schools. The finaJ'IClal support has been provided to 278 :-IGOs 
for 2,995 schools. The estimated cost of the financially aided schools for a period ol 
thn!e years is Tk 158,097 _38.l. with the average cost per cluld per year being n 689; 

C. Key Components 

Tt!ac.lru's cost: This head of expenditure mainly comprises of salaries paid to~ 
teacher.;, based on their pay scale: 

Category of teacher: Sal;uy 
550 
575 
600 

Class I 
Class u 
aassm 

The rec:Qrds of SCIIary disbur:.em.!nls are maintained at the AO and it is the 
responslbility of the PO to ensure correct and tunely payment. 

The other component of this head is the expenditure i:ncu.rred on training of these 
teachers at the T ARC centi!IS and on the monthly refresher courses. teacher aids and 
supplies. 

Studnrts' booksaudsupplies: It comprises of expenditure incurred onStudenls 
books and supplies, reading materials, class room supp~, etc. 

Fit!ld Operations: It mainly comprises of team office cost, salaries and bcnclits of 
team leaders, SCilaries and benefits, traveling and b'a1lsportal.lon charges of PO and 
PA. school and oifio! rent; utilities and stationeries of the AO' s, RO' sand t..>am 
offiCeS. 

Pn:lumrwry a11d lcnlalll'l!- -for thscus~tDn purpo«s mly 
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Re!it'arclr ami Evalu11tiorr: Represents cost incu.rred at the HO by RED on NFPE. 

HO Logistics and M.armgnmml Support: Represents HO cost apportioned to NFPE 
upto a limi1 of 10 per cent of IDtal progr.un:tru.' expenditure. 

T~aclrers I mining mrd sclrool monitoring 

• l3asu: trauung and orientation course: After selection. the teachers have to 
undergo a Zl.-<iay practical tnining at the T ARC. This training prepares the 
teachen. as dass.room facilitators and provides them wrth an understanding of 
the NFPE process. Tlus trauling 1S followed by a thrre day orientation 
programme; 

• Monthl) refresher courses: These are conducted for teachers on a monthly basis 
and are of .U days duration over the three year academic span; 

• A 5p<!Cial U-da)' training in Math's and English is conducted for the BEOC 
schoolteachers on cour.;e completion of 24 months of the school 

o Daily assessments for students are made at me end of ~oach lesson, and il may be 
in the form of oral questions and answers, wnting on the slate board. class 
assignments etc; 

• Weekly and monthly assessments. taking written tesb of the duldren at thl! end 
of the week/month for each subject .taught The teacher notes the grade 
obtained. through this grade IS not disclos.ed to the pu pll or to the parents. U IS 

en the ba5is of these grades that the teacher evaluates the student and provides 
extra gwdance, if necessary; 

o Standardised Achievement Tests and assessment of basic competency are 
conducted to evaluate the progress of the student and also to assess the efficiency 
of the curriculum. 

Howe\•er, scientific evaluation of the effectiveness of these activities rs not carried 
oul We have presented such instances as a part of opportunities £or improvl!llll!rll 
iden tilied b)• us. 
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2.5.1 RESULTS OF PROCEDURES PERFORME> 

\'\"e also noted the following sigJ\ificant weaknesses during the course of our review: 

A. ESP schools 

• The selection criterion adopted does not mcludJ.> \'enficabon o( finanoal 
information of the NGOs. Statements of receipts and expenditure are not 
available for partner N~ 

• ESP provides the partner .:-lGO with books. khattas and olher supplies on an 
annual basis. to meet the yearly requirements On our VISlt to the NGO called 
Sooal Advancement Through Uruty ('SA TU'). we noted that on 
&!ptember 3. 1997 there were 6,000 khattas in stock whkh appeared to be lugh in 
view ol the expected consumption. 

• SA TU was paying sa1-.ries to the teachers and the PO by the third t>f the 
followmg month and not at the end of the month. Further, the PO was being 
paid only n. 1,800 and not the stipulated Tk 2,000 as salar}"; 

• There was no segregation of uwentmy at the SAJU stores between NGO stock 
and ESP stock; 

• The POTSS usually visit three schools per NGO in a month, thereby each school 
JS \'lSi ted. on an average, Ona' in three months; 

B. MIS reports 

• Our review at the Tangail Team Office, on September 2. 1997, revealed that 
reporting formats required as per HO guidelrneswere not being adhered. A 
summary of our observations is attached as Annexure A. 

C. Implications for BRAC 

• Misappropriation of funds by NGO; 

• Pro)l!Ct obJectives may not be met 

• ll<fisappropnabon of school suppiJes. due to excess1ve m\'entory; 

• The reporting objectives may not be achieved, as reporb. are on prepared on time 
or in the prescribed format 

• lneffecuve morutormg of students performance. 

Prrlmunnry 011d lrniDlwr-- for ducus~wn purpox-s c>nly 
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2.5.2 OPPOR11JNIT1ES FO R £.\llPROVEMEI'olT 

A. E .. .Uuation ;and perfcmnilDce monitoring 

• The teacher should record the petfonn.mce of the studenl A suggeste.i format, 
thatnwy ~ useJ, bas been submitted separately. 

• The teacher ~hould discuss a student's performance with the parents dunng 
monthly meetings for all ratings below a certain speafled score. 

• The PO to invi!Stigate reasons for poor perfor:mance of the students in a 
pamcular NFPE school, and take appropnate steps. 

• The l\'fPE schools should have a facility of maintairung student records. These 
records should be locked and kept in a manner so as to prevent damage from 
water, dust. etc. 

8. ESP Sch ools 

• The organisation profile should be accompamed by a copy of the last three years 
audited financial statements for the last three yeats 

• rc the o;tatements have not been auo:lited, the NGO head should certify the 
authenticity of the financial statements. 

• ln cases where the ~ exceeds TK 1.000,000 per vear, the internal auditors 
of BRAC should c:mHy the 4!Xistt!no? of conttols of the NGO. 

• Excessive supplies at these schools increases the risk of pi.lh!r.lge, misuse and 
d.lmage. 

• We recomm!nd that the foUowing sb.'pS be initiated by BRAC to ensure 
adequate control over school suppbi!S. 

- NGO to submit on a quarterly basis the inventory status report 
- Supphes to be made on a quarterly basts to partner NGOs based on 

estim.ltru requirements for the nextquarter 
- The balances at six-monthly intervals tQ be verified by 1'0 I'SS 
- NGO to keep a separate stores register for ESP school "upphets, which 

should be signed by the POl 'SS at the time of physical verifu:ah.On of stock 
- Any excess inventory at the end of the cycle. should be duly accounted for 

and returned to BRAC 
- BRACs intO!TThll audit team to visit at least five schools for every partner 

NGO, and to subiDll a report to ESP Manager and Finance Manager on an 
.umual basis. 

Preliminary and tentnllre - -for dl«cttssum pu~s ouly 
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• To ~<rep a record of correct and llmely dc.bu.rsemenb o( salaries, both to PO and 
the reacher. a report should be submitted by the NCO on a monthly basis 

• A monitoring questionnaire should be filled by the PO ISS, on their vistt to the 
ESP school A suggested formal that may be used has been submitted Sl!J>Mately. 

C. MIS Reporting and school supplies 

• It should be the responstbihty of the AM. to ensure that all reporting formats are 
adlu!tOO to and the d~'iations if any, should be approved by the HO. 

• The PM at the HO should mamtam a checklist to ensure b.mcly and correct 
submission of MIS reports from the indJvidual Area Offices. A suggest.!d format 
that may be used has been submitted separatcly. 
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ANNEXURE A 

Tmgril NFPE team office - Sunun.uy o ( 110 reporting compiU:nce 

Fonn~o 

1/N 

IA>:ICriJ:)bon of Form 1 

Sun o:) en bo) ~I girls (8-
10) years 

r es noted 

• The format as per HO ~Is 
was not being adhered to 

• The Conn was not dat....i or the farm 
WiiS not signed 

1/K Sun.·ey em old,•rboys/guls • The (onn was not dilt..'l.l or signal 
(1 1-16) yea~ 

02 

List of school house 

• The last dab! of preparation was 
-.: 0\.'l"!Dber 'm 

• The fortn.ilt as per HO ~ 
was not being adhered to 

4/N Select .. -d Ieamer<: list (8-10) • The last date of preparabon was m 
~·ear> 1995 

05 Select .. >d teachers trio-data • The last date of prcp.trab<>n was m 

CTl 

Budget for extension 
development of school 

lntcnm budget for 
e>-tens•on development of 
school 

Village Conuruttee 

1994 

• La~t dab! of prep.uabon was 
\larch 1997 

• Last Jail' of preparat.Jon ''a~ 
Januarv 1997 

• Lastdatl'of preparabon was 1994 

10 WeeUr c;chool visit report • The la.'>t report~ was for 
the w«l.. ended August 22. 1997. 
but the report for the week ended 
August 30,1997 was not prepared 

11 .\tonthly school V1Sit report • last dab! of preparation was 

11 

15 

21 

.\ llmthly rarents rneebng 

School oro=ng dab! 

lnfonnabon of cowse 
complet..'<llearners 

July 1997 

• Last date of preparabon \l.'aS 

Jul) 1Q97 

• The report was not dated 
• The report was not o:igned 

• The school operung date was \tty 
1994.tnd closing was J.muan 1997 
u? 2.5 years Wa!> the duration of the 
c;chool 



tr 
2.5.3 uNrr cosrs 

A. Backgrnund 

The terms and conchtions of donor agreements. reqwre BRAC to compute the cost o( 

educating a student per year in the NFPcschools ('unit cost'). BRAC present..>d the 
computation of this unit cost to the donors of NFPE at the time of sulmuttmg its 
proposal. based on an estimated expendJture on the 1\:FPE schools. llus unit cost is 
compared wsth the actuals and the \'ariances are reported to the donors. 

B. Present computation me<:h•mism 

• The unit COSt IS computed ba.saJ on the various heads of expenditure, which are 
incurred in the NFPE Schools and is presented below; 

Projected unit Actual unit 
Ho!ad of ture cost ([aka) cost ([aka)' 

Teachers Cost 27.2U 26,9% 
Student Books & SupplieS 2b.:u0 23..361 
Field Operation 8..658 9,061 
HO Managem!!nt & Support Services 6,244 5,942 
Research & Evaluabon 624 59.1 
Innovative Programme & Materials 1.249 1,188 

Total cost per school (with 33 children) over a thr~ 
year period 70,558 67,141 

Total CO$t per child per veru- n3 678 
• Actunls rdnte to lilt' prriod Apr·D« 1996 

• The actual expenses incurred during the reporting period are divided by the number 
or quantity. corresponding to the head of expenditure; 

• The unit cost per month for the expense head obtained is multiplied by 36 to obtain 
the unit for the cycro, it> 36 months; 

• In case, the expenditure ts mcurred once in a cyde, for example the teachet' s 15 day 
training, the amount is not multiplied by 36. 

• The total36 month cyde cost per school is then divided b)· ~and the number of 
children per school (ie 33) to arrive at the per child per year cost. 

Prrlmunnry nnd ll!lrlnttr. --for disrussiDII ru~ only 
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ComJIUWtion oFf ttlC/~rs COSt 

• The 15 davs cost for teachers basic training and teachers aid and supplies is 
computed on the assumption that30 '- of new teachers would be hired on account 
of operung of new sdtoo1s and 10 % of the teachers would be replaced on account of 
resignation. ten:ninalion and death. 

• The teachers' unit cost for the thn!e-day orientation course is computed, based on the 
number of teachers tratrll!d. Ho-.-ever BRAC has erroneously di\·ided the unit cost 
obtuned by ~.thereby understating the unit cost. 

~~of books ond suppli6 

• Students' books and supplies cost are on the basis of cash purchases made dunng 
the period. 

• Tra~elhng and transportabon charges at the bme of preparabon of the budget are 
assumed to be 21 <t of the 1/3 cost of salary of tht: PO. 

Gt?U'ml ilSSIIllrptioiiS 

• Travelling and trans porta bon charges are assumed at the bme of preparation of the 
budget to be 21 "1. of lhl! 1/3 cost of salary of PO and PA and 30% of the salal) o£ the 
team incharge. area manager, store keeper-, Regional Mdl\ilgcr and the !llomtor. 

• The teachers and learners' books and supphes urut cost computation includes 1/3 
cost of salary of PO, PA and Area Team office staff. and I /3 cost of Area team office 
rent. office utilities, stationery and general maintenance. 

Cost of fold opmmorrs 

• Budgeted staff trainmg & development cost based on histDr:ical trend is assumed to 
be 10' of the tDtal salary BRAC has always charged lhe actual amount inc:urred.. 

• The total unit cosl arrived at includes: 

• 10 % of the total expenses as HO management and services, adjusted 
subsequently at year--end for actuals; 

• Expenses on Research and Evaluation (I "1. of total expenses as per budgt'l) 
• Expenses on lnno\'iltive programmes and material development costs. (2% of 

total expenses as per budget) 
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J:r 
The unit costs are however not bemg utilised by BRAC for its momtoring or review oC 
the programme activities. 

C. Opportunit ies for improvement 

BRAC -;houJd develop a scientific and accurate basis to allocate expenses considered in 
the urut costs and report changes periodically to donors. 

Compulalmn ofTt!IICI~~tr ~Is 

• The actual el<p<!IldJture ll'lCI1ned on toocbciS' supplies should be calculated as 
foUows: 

-The opening value of stock at the beginning af the period 
- Add Cash pun:hast.>s during the penod 
- Less: Oosing "atue or stock at the end of the period. 

~I ofl>ooks and supp/~ 

• The actual expenditure incurred on books and supplies should be calmlated as 
follows: 

-The opening value of stock at the beginning or the period 
- Add: Cash pun:bases during the period 
- Less: Oosing value af stock at the end of the period 

P11'ltmurnry nud IL11llttrt1.- - - Jrtr dtSCUSSICII pu rposn tnrly 
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2.6 ADMINISTRATIVE COM.PUA..'ICE- DONOR GRANTS 

The foUowmg table summarises certain key conditions laid out in the grant documents not 
complied with by BRAC BRAC shouiJ consider initiating action Sh!pS to enable compliance or 
obtain necessary waivers from the concerned donors. 

PROIECI" 

NFPE/ RDP 

ROP 

NFPE/ RDP 

NFI'f./ RDP 

:'I:FPE[RDP 

SY"ooOPSJS OFREQ~IEI'>'T COM!'.f£'<1"5 ON NON.COMI'l.IANCE 

lnb!n!St ..,mt<l on ri'OI"Cl fund. to 1..- A3 JX'< our c1JscuuJons. tho donor lunck U!lwoll\ •~ 
.. w.-~ ror J>TOJI'cf 10 cleflcu. resulb"& '" U\&en:Ol <vot5. In-......m 

on proJ0<1 fun<h ""' not cred.lied to the PI'O!f'CI 

l'rocurm>c!n1 oi s<-b •nd ~ .. Procurement gulddina nac •v .tiLibl~ 
r•Of>C6<d b) EC 

l'roc:urem<nt or S""'k....! ..,.,~ .. Suppi}·Onf..,. nusod by llw ~\I~ 
piopaoorcl ~· OGIS doe not •pt'Cih· tb< Uqwdak.'<l d"""'ge< do...., . AD ~ •nd .. -orks """tr- and tn. Sdtl~nw.'nl old"''"' lfoo dau.., 
~ Dfl I milloon to l!o> pt'OC'U~ 
~ lnc.m..boonAI Com:priib\·e 
B•ddmg (ICB1 

• 1[ C'OilbliCt ,.,.u, " less than 0111 
....u..on. a muumum olthnoe 
anlftnabonol bod$ ,.~t'-'1 open 
ack rrtlk'llWOI$ U-""!uitftl ~ 
lmulied lnlemot>otu~lllodd"'8 (U81 

• If rontract \'lllue,. leso than 011 O.S 
onlhon. pTO<\m1'JJ11!J\t mA)' ""~by 
compo~nns pntl! quotmons otu......t 
(rom"'""' ddf"""'t ~undo!< 
~not Sl.arrtng (IS") 

• Th""-1 ~ ID"" ......J, If contr.oct 
, ......... Ins than 011 25.000 

l'ricn-ai'J'TV'·al~uin>d for 10 '.' \'ai1ll1Jaft!l w., ha'" l><o:n mfomwd l.h.t no I',_ arf'I'O\"lll,. 
und~ Tk 50 nul loon or 5'4 \ana""-m W... ,.kn. her~."'..,.· tn. ~v ~to tn. donon 
it<omso,-... TL 50 nullion itodJcatt! the \ .arsations 

BRAC to obtom U\5W'a..,.., for oD _.n«< 8RAC .._ obtaiJ:wo.d m...c.nc. (or mot« ,...JUUes 
piOjk:tbK on!\·. BRAC Cent..-, TARC cenlt.,..and other office 

owned, mdudang funuturl! and futtures..,.. not 
IJ\SUn.'d. 
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PROJECT 

XFI'E/RDP 

:O.rPE/RDP 

SYNOPSIS OF REQUlllEME.NT COMMDITS ON NON-<:0\IPI.IA."CE 

Allllloms <"05ID'1g "'~ GBP 500 and ho•-ma As I""' ourcUscu...loas wtth llltAC ~· tlus 
., t!ObllWIJ!od u..,ful hf• of OWT I ''""'r, to h.. ,......., IJ\ thr •IV"'""'""'""" '-" •-.rMJr ~ 
trNt.tod as prof"'"}· or OOA and BRAC II> as ll was not posSib~ to ldenbly indtvodual 
01lW\tam .UII11COI'ds ,.. "'8ilnhl purd\aws for• f"'rbcWor donor 
~ numh..r, ckscn~ olatrm. 
dAte al pu.n:hue and ,..w..,. ~ '"""" ..,.. -to"" sold WiJhoulC'OnSI!nt or ODA 

Ptioc •ppronl roqmred tor 10 '- \\e ho.-e been mfoaned that no pnorarpro\..J &> 

nrabons unde- tk 50 mtllion or S'lo tal.en. hoW'f'\-eT, the qu.onn-ly reports to the donon 
UnA bON In lmr olt:ms 0\ .,.- T1t 50 rmJlian mdatt the VaN~ 

Pn:lmnnary ond ILIIIJitn~ ··far disa<Dwr l"*'f''SC •"">' 
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AKF 
A.\.1 
AO 
CJDA 
DAl\fiDA 
DC 
DGlS 
DOC 
EHC 
ESP 
EU 
CoB 
HO 
HPD 
HRLE 
IGVGD 
I<IW 
MIS 
NFPE 
t-:OVJB 
ODA 
OTR 
PKSF 
PA 
PO 
RCTP 
RCP 
RDP 
RED 
REP 
RHDC 
RM 
RSS 
SLOP 
ss 
Tk 
TARC 
UNFPA 
UNICEF 
VGD 
VO 
'r\'FP 
WHOP 

2.7 SO£EOU1.E OF ACRONYMS 

Aga Khan Foundation 
Area Manager 
Area Office 
Canadian International Development Agency 
Danish International Development Ag<!nC}' 
Donor Consortium 
Directorate-General for International Cooperation. Netherlands 
DayOldOuck 
Essential Health Care 
Education Support Programme 
European Union 
Government of Bangladesh 
Head0£6ce 
Health & Populatton DiviSion 
Human Rights & Legal Education 
lnroll\L' Generation for Vu.lnemhle Group Development 
Kreditanstalt fur Wil!deraulban. Germany 
M.magcmcntfuformationS~"!.i.em 

Non Formal Pnmary Education 
Netherlands Organisation for Intem.:ltional Development Cooperation 
0. erseas Development Administration 
On Tune Recovery Rate 
Polli Konno Shobayok Foun<iation 
Prograxrune Asststant 
Programme Orgaruser 
Rural Credit & Training Programme 
Rural Credit Project 
Rural ~elopment Programme 
Resean:h & Evaluation Dtvision 
Rural Enterprise f'roJect 
Reproductive Health & Disease Control 
R~!gional \.lan.lgeT 
Rcg•onal Sector Specialist 
Smallholder Livestock Development Programme 
Shasthya Shebika 
Tak.l 
Training And Resource Centre 
Onited Nations Food Programme 
Uruted Nations Children's Fund 
Vulnerable Group Development 
Village Organisation 
World Food Programme 
Womens' Health & Development Programme 
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