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INDEPENDENT AUDITORS® REPORT

To The Governing Body of BRAC

We have completed a non-statutory audit of the financial statements of BRAC as of
December 31, 2003 in terms of the requirements laid down by IDA and PKSF. The
figures in financial statements, modified to meet the said requirements, are the
responsibility of BRAC’s management. Our responsibility is to express an opinion on
these financial statemenis based on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those
Standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred 1o above present fairly, in all material
respects, the financial position of BRAC at December 31, 2003, the results of its
operations and changes in its cash flows for the year then ended in accordance with
International Accounting Standards.
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SF. Ahmed & Co.
Chartered Accountants

Dhaka, Bangladesh
May 12, 2004
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BRAC
Notes to Financial Statements
December 31, 2003

Introduction:

BRAC. a national private development organisation, was formed in 1972 under the Societies Registration
Act 1860, Although it was first sct up to resetile refugees in post-war Bangladesh, BRAC later redesigned
its sirategies in accordance with its philosophy of poverty alleviation and empowerment of the poor. At
present, BRAC has a large number of development programmes that cover the areas of health, education,
credit, employment and training for the poor people of Bangladesh. BRAC carries out licenced banking
activities through BRAC Bank Lid. and also earns from various income generating projects such as Asrong
Rural Craft Centre, BRAC Printers and BRAC Dairy and Food project, BRAC Tea Estales and various
programme support enterprises such as poultry farms, feedmills, seedmills and prawn hatcheries.

During the year, investments in related undertakings were made as follows:

Taka
BRAC Bank Limited - additional investment 67.450,000
Documenta TM Limited - new investment 2,400,000
AD. Chowdhury & Sons Tea Estate Lid. - new investment 243,908,025
Purbachal Tea Company Limited - new investment 63,300,695
Banshkhali Tea Company Limited - pew investment 27,709,870

BRAC also disposed of its investment in BRAC Renata Agro Industries Limited for a consideration of Taka
40,000,000 resulting in a net gain of Taka 7,735,190,

Summary ol significant accounting policies:

BRAC prepares its financial statements under the historical cost convention on a going concern basis.
BRAC generally follows the accrual basis of accounting or a modified form thereof for key income and
expenditure items, as disclosed in the summary of Significant Accounting Policies. The financial stalements
are expressed in Bangladesh Taka.

The significant accounting policies followed in the preparation and presentation of these financial statements
are summarized helow:

Basis of preparation of financial statements

BRAC maintains its books of account and records on a programme or project-wise basis. The Head Office
maintains records of all treasury, investment and management functions. All cash balances, including those
held for programmes, are held by the Head Office and transferred to programmes as required. Balances
between projects are climinated upon combination for the purposes of presentation of the financial
stalements.

These financial stalements include the financial statements of BRAC and, on an equity accounted basis,
those of the relaterd undertakings in which BRAC has equity interests through which it exercises control or
significant influence. As stated in Note 2. 8, BRAC, being a society under the Socicties Registration Act,
1860, is not subject to any requirement to prepare consolidated financial statements.

In contrast to the ownership of equity interest in related undertakings, BRAC also extends gratuitous grants
to certain organisation that, in some instances may bear names whith resemblance to BRAC, vis BRAC
University and BRAC Afganistan. However, no equity is held in these entitics, and BRAC's financial
stalements therefore do not include the financial statements of these entities.

BRAC's accounting records and financial statements are maintained and presented in accordance with the
principles of fund accounting. This is the procedure by which resources are classified for accounting and

_internal reporting into funds established according to their nature and purposes based on the existence or
“ahsence of donor-imposed restrictions,
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Donor Grants

Income from donor grants is recognized when conditions on which they depend have been met
Substantially, BRAC"s donor grants are for the funding of projects and programmes, and for these grants,
income is recognized to equale to expenditure incurred on projects and programmes. For donor grants
which involve fimding for fixed assets, grant income is recognized as the amount equivalent 1o depreciation
expenses charged on the fived assets concerned. For donor grants provided 1o purchase molorcycles for
specific projects, income is recognized over the estimated useful life of the motorcycles.

All donor grants received are initially recorded at fair value as liabilities in the Grants Received in Advance
Account For grants utilized to purchase fixed assets and motorcycles, the donor grants are transferred to
deferred income accounts whilst for grants utilized to reimburse programme-related expenditure, the
amounts are recognized as income. Donor grants received in-kind, through the provision of gifis and/or
services, are recorded ol fair value (excluding situations when BRAC may receive emergency supplies for
onward distribution in the event of a disaster which are not recorded as grants). Income recognition of such
grants follows that of cash based donor grants and would thus depend on whether the grants are to he
wlilized for the purchase of fixed assets or expended as programme-related expenditure.

For completed or phased oot projects and programmes, any unutilized amounts are dealt with in accordance
with consequent donor and management agreements,

For ongoing projects and programmes, any expenditure yet to be funded but for which funding has been
agreed at the end of the reporting period is recognized as grant receivable.

Expenses

Programme related expenses arise from goods and services being distributed to beneficiaries in accordance
with the programme objectives and activities. BRACs Head Office overhead expenses are allocated to
various projects and programmes at a range of 5% to 10% of their costs, based on agreement with donors or
management's judgement.

Fixed assels

Fixed assets are stated at cost less accumulated depreciation. Depreciation is provided for on a straight-line
basis over the estimated useful lives at the following annual rates:

ltem_ Annual Depreciation Rate (%)
Ruildings 25-4
Furnitire & Fixtures 10
Equipment 15

Vehicles 20
Bicycles 20

Loans to VO Members

BRAC's activities include providing microcredit loans to group members without collateral, on a service
charge basis under various programmes.
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Provision for Loan Losses

BRAC provides for loan loss provision based on 2% of loan disburscments made. Non- performing loans
are monitored and service charges are not recorded. Such loans are written ofT against the loan loss
provision when recovery is unlikely. Management regularly assesses the adequacy of the loan loss provision
hased on the ape of the loan portfolio Any collections received from loans previously written off are
credited 1o the statement of income and expendinre.

Investments in Related Undertakings

Related undertakings refer to separately-established undertakings in which BRAC has effective equity
interests of more than 200,

BRAC's investments in the undertakings are accounted for by the equity method whereby the investments
are initially recorded st cost and subsequently adjusted to reflect BRAC's share of results for each period
added to or deducted from the respective investment costs, from the dates of their acquisition and o the
dates of their disposal.

BRAC, being a society registered under the Societies Registration Act, 1860 is not subject to any
requirement on the preparation of consolidated financial statements. Accordingly, BRAC"s investments in
related undertakings wherein the effective equity interests are more than 50% are accounted for by the
equity method as explained in Note 2.7 above.

All investments are initially recognized at cost, heing the fair value of the consideration given and including
acquisition charges associated with the investment.

Accounts Receivable

Accounts receivable arise principally from RRAC's commercial activifies and programme support
enterprises, and are stated net of provision for doubtful debts.

Inventories

Retail inventogjes are stated ot cost based on selling price less average mark-up, and other inventories are
stated ot cost. Provision is made for obsolete or slow moving items, to reduce their carrying amounts to net
realizable value,

Motorcyele Replacement Fund

Applicable donor funds are wtilized for providing motorcycles to project or programme stafl, and these
funds are held in a replacement fund. BRAC provides motorcycles to staff, the cost of which is recovered
through monthly salary deductions. Donor funds received and utilised for the purpose of motorcycles are
amortized 10 the statement of income and expenditure over a period of S years, being the average estimated
wseful life of the molorcycles.
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Foreign Currency Translations

BRAC maintains its books of account in Bangladesh Taka. Transactions in foreign currencies are translated
into Taka at the exchange rates prevailing ot the dates of transacfions. Monetary assets and liabilities
denominated in foreign currencies al the balance sheet date are transiated to Bangladesh Taka at exchange
rates prevailing at that date and any gain or loss is recognized in the statement of income and expenditure.

Selfl - Insurance Funds

BRAC has created a seif-insurance fund to cover the risk of cyclone and fire on its properties and
moloreycles. This selfinsurance fund is based on estimates by the Governing Body, and as from 2001 by
reference to external actuarial valuations. It is held as a provision and is not externally funded.

BRAC also sets aside monthly amounts eguivalent to 3% of the basic salary of employees, 1o constitute the
group sell-insurance fund. This fund is 1o cover liabilities arising out of death and other permanent injuries
suffered by the emplovees. The terms of employment provide for payment in the event of death or
permanent injury, of amounts ranging from 12 months™ equivalent of basic salary in the first year of
employment, 1o 50 months” equivalent of hasic salary in the 10th year of employment onwards. The self-
insurance fund for employees is held as a provision and is not externally funded. It is based on estimates by
the Governing Body, and as from 2001 by reference to external actuarial valuastions.

The extent of future labilities requiring current provisions, and the mate of provisions required in the
immediately following financial periods have been determined based on actuarial valuations carried out in
2001 in respect of the funds. It is BRAC s policy 1o carry out actuarial reviews at least every three years lo
assess the adequacy of the provisions in respect of these funds.

Employee Gratuity and Redundancy Fund

BRAC makes provisions for an Employee Gratuity and Redundancy fund, on the basis of two months’ basic
salary for each completed year's service for each permanent employee (based on basic salary of the last
month). The fund is held as a provision and is not externally funded. Gratuity is to be disbursed wpon
retirement of employees whilst redundancy disbursements are to be made as a one-time termination benefit
in the event of cessation of service from ARAC on grounds of redundancy.

The extent of future liabilities requiring current provisions, and the mte of provisions required in the
immediately following financial periods have been determined hased on actuarial valuation carried out in
2003, 1t is BRACs policy to carry out actunrial reviews at least every three years to assess the adequacy of
the provision in respect of the fund.

Borrowing Costs

All borrowing costs are recognised as an expense in the period in which they are incurred except where such
cnsts are directly attributable to the acquisition, construction or production of a qualifying asset, in which
case these cosis are capitalised as pant of the cost of that asset. Qualifying assets are assets thal necessarily
take a substantial period of time 1o get ready for their intended use or sale.
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Consolidated information have been provided in the financial statements for all programmes and activities, while
providing a break down for microfinance activities (Note- 3 10 30).

"Segmental Financial Information and Statement of Functional Expenses have been set out in Notes 25 & 26 in
the combined financial statements of BRAC for the year ended December 31, 2003 jointly andited by Emst &
Young. Malaysin and S.F Ahmed & Co., Bangladesh. Figures shown in the above Notes have been classified into
two Calegories - Unrestricted and Temporarily Restricted. Figures related to microfinance programme activities
which are not subject to any donor imposed restrictors have been shown in column “Unrestricted - Microfinance
Programme” and those related to microfinance programme activities which are funded by donors and subject 1o
donor - imposed restrictions have been included with the figures shown under column “Temporarily Restricted -
Development Projects” in the Notes stated above. Deducting the figures shown in column “Unrestricted -
Microfinance Programme™ under aforementioned Notes from the figures shown in column "Microfinance”™ of the
accompanying financial statements of BRAC for the year ended December 31, 2003 audited by S.F.Ahmed &
Co. in terms of the requirements laid down by IDA and PKSF would result in indicative figures for Microfinance

Development Projects™ in Noles stated above.

(Amount in Taka 000)

Service charges on loan | 2003 | 2002 |
Rural microcredit borrowers 2,046,599 1.923.689
Urban microcredit borrowers 113,105 104,835
Hard core poor 352,696 241,191
Enterprising horrowers 326,204 133614

2,838,604 ﬁlﬂjiﬂﬁ

Interest is accrued on (i) Current loan (Note-16a) and (ii) Regular loan (Nole-16b) and (iii) Renegotiated loan
{Note- 16d) at the outset of each month.

Para 13 under subject “Interest Accrual, Loan Classification, Provisioning and Reserves® of * Terms of
Reference for Annual and Management Audits of Large Partner Organizations” issved by PKSF on October 14,
2000 states, * Starting on the 30th day of non-payment of interest (including service charge) and/or principal ,
accrual of interest stops and interest accrued is correspondingly reversed. Unaccrued interest is booked as income
as subsequently collected™. This means when a loan is placed on a non-accrual basis, interest/service charge
should be caleulated and recorded, inclusive of interest previously accrued hut not received, in the Memorandum
ﬁ.mﬂimﬂﬂ the loan is returned 1o accrual basie. As per instruction laid down in the TOR stated above, loans
are returned 10 the accrual basis when the full amounts of the outstanding arrears of service charge and principal
are received and any doubt about collectability is eliminated . Also, service charge on regular loans, ie, loans
where no amounts are overdue, as al the end of the reporting period, is recognized as income.

Had the instructions laid down in para-13 stated above been adhered to, the amount of service charge would be
less (not quantified) than the amount shown here.

Service charges have not been accrued on the following non-performing loans:
{Amount in TK. 000)

Ttems Principal (Taka) Unpaid interest (Taka)]  Unaccrued interest (Taka)
2003 2002 2003 2002 2003 2002
Principal amount of non-accruing loans
Rural credil 180,891 | 196,829 | 23,787 25,530 14319 15,007
Urban credil 10,449 8334 1,349 1,080 B4 635
Hard-core poor 41,717 53,165] 5544 6,896 3,273 4,054
Ultra hard-core poor - - - - - -
Microentreprencurs - - - - - -
Tolal 233,057 | 258328 | 30.680 33,506 18,406 19,696




Interest om Short -Term Deposits
Fived deposits

Oiher income

Credit Management fee
Remtal income

Project apprisal fees
Manpower compensation

Salaries and benefits
Travelling and transportation

Training , workshops and seminars
StafT training and development

Oecupancy expenses

MTice rent
Utilities (Electricity, Gas , Water, Telephone)

Other general and administrative expeases

Printing and office stationery
Maintenance

General expenses

Data processing

Insurance benefits paid 1o VO members
Provision for emergency fund

Rarrmwing cost : PKSF loan

Rural microcredit borrowers
Hard core poor

{Amount in Taka 000)
2002

| 2003 )

19378 HLs?

4,048 4.205

16,619 15,191

18,489 699
M

1,016,324 922,770

113,861 95,838
[RRIALLE TOTEE08

23,987 19,863

19,049 40,075

27319 18,597
M

46,098 41537

48 456 46,941

43,846 32,154

56,857 43570

26,463 29,400

26,362 11,535

122,830 109,015

26,963 13,702

145, 79Y I

12,09 1732

8,567 9.435

- 14,89

- 3,030

5397 13,445

6,269 34

TL.750 WIST
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Borrowing cost : Savings depasits

Interest on savings deposits

(Amouni in Taka 000)

The average rale of interest paid in respect of savings deposits by VO members was 6% (2002: 6%) per annum,

Cash, bank balances and shori-term deposits

Cash in hand
Cash at banks

Fixed deposits

Break-up of Fived deposits are as follows:

Standard Chartered Bank
Bangladesh Krishi Rank

Southeast Bank Lid

Bank of Asia

Delta BRAC Housing Financing Corp. Ltd
National Housing Finance and Investment Ltd
BRAC Bank Lid.

Industrial Promaotion Development Corporation
Dutch Rangla Bank Lid.

Mercantile Rank

Receivables and other currenl assels

Advances :
Employees
Suppliers
Prepaymenis
Current accounts with field offices
Inventories
Interest receivable on fixed deposits
Interest receivablemon Vo members loan (Note- 16)

Less: Transfer to other long term assets (Note- 17)

Provigsions for doubtful loans & acconnts

Provision for doubtful loans ~Current
Provision for doubtful loans -Long Term

a) Provisions for donbiful loans - Carrent

Opening balance
Add: Provision for the year

Less: Transfer to long term [Note- 15(b))

| 2003 2002 ]
280,368 409
18,049 18,656
497,542 $07,749
1,318,786 1,388,786
T3 E!g;!g! : .
- NS
45491 45491
300,000 200,000
200,000 100,000
170,224 124 575
60,000 100,000
251,741 100,000
180,000 180,000
- 66495
111,330 .
T318,786 IJII,‘m_:
9,960 7.207
7.838 2821
29,753 22,181
23,237 24,714
32,551 18,239
76,195 12323
112,393 77313
291,927 274,798
61,701) 56,705
336
(240,005) (137,406)
(509.771) (514.351)

Q1 O 11

{137,406) (107,953)
(367,824) (312,707)
265,225 283,254

(240,005) (137,306)




(Amount in Taka 000)

[ 2003 2002 |
b} Provisions for doubiful loans - Long Term

Opening balance (514,351) (526,286)
Add: Transfer from current [Note- 15{a)] (265,225) (283,254)
Less: Loans write-olT 269,805 295,189
Closing halance 09, 77T) (314 ;!Tj‘
Component wise break up of loan wrile-ofT is as follows:
Rural microcredit bormowers 212,525 261 637
Urban microcredit bormowers 3717 666

Hard core poor borrowers ﬁ ng:ﬁ

The loan classification and provisioning methodology followed by BRAC should be based on the conventional,
international practice of microfinance institutions in different parts of the world catering to a large number of
borrowers. The methodology which takes inlo account inlemational best practice and circumstances relevant to
Bangladesh, has five aging calegories which are labeled comrespondingly as “Standard™, “Watchlist™, "Substandard™,
Doubtfl™ and "Loss”™. For each aging category and loan classification, there is a corresponding percentage loan loss
provision, which is gradusted upward as the period of arreras lengthens as shown below:

[Coan Classification |  Daysin Ancars | Reguired Provisions |

Standard Current (no arrears) 1%
Waichlist I-30 %
Substandard 31 - 180 20%
Doubtful 1K1 - 350 5%
Loss Over 350 nms

Had the loan classification and provisioning methodology stated ahove been followed the required provision would be
Taka 648 887 details of which are given below:

|Ln|n Days in Principal Ontstanding (Taka 000) Rate of Required
ifiction Arrears As on December 31, 2003 Provision Provisions (Tk000)
Standard Current 10,088, 877 1% 100,389
Watchlist 1-30 3on, 508 % 15,025
Substandard 31 - 1%0 643,461 20% 128,692
Doubtful - 181 - 350 224,262 75% 168,197
Loss Ower 150 236,084 100% 236,084
2003 ]
Total RRAC Current reserve [December 2003) 749,776
Total required reserve
BRAC Current reserve higher than the required reserve E%.

Based on the above, required reserve 1o Taka 648 887 is considered adequate. BRAC current reserve is 13% at Taka
749,776 and is thus more than adequate.




16 Loans to village organization members : {Amount in Taka 000)

2003
Principal Service charge Loan loss
Opening balance 92173477 771313 (651.757)
Additions 20,700,002 2R3 604 (167.824)
Realisations (18,110,482) (2,766, 748)

Write-ofl 269, 269,205
Clesing balance A s
Loans to VO members bear annual service charges as follows:

Microcredit 15% Nat

Housing 10% fint
Repayments are made in weekly/bi-weekly/monthly installments. The vear-end loan loss provision hased on 2% of
dishursement made covers all loans 3 or more months past due.
Term and component wise breakup of todal principal loan outstanding is as follows:

(Amount in Taka 000)

2003 2002 ]
a) Loans to members (Curreni portion)
Rural microcredit bormowers TATR 813 6,552,435
Urban microcredit borrowers 91,216 360,598
Hard core poor hormowers 1,275412 209,374
Enterprising borrowers 1,140 504 745,872
10,183,565 l;mﬁw-

Loans with one or more instalment payments missed but within their maturity period are shown here. Besides, not due
loans which will be due within next one year are also included under this head.

h) Loans to members : Regular

Rural microcredit borrowers 91,602 124,172
Urban microcredit borrowers 1,261 8,710
Hard core poor borrowers - =
Enterprising borrowers 564 795 69,607
___e37.638 02,459

Loans with one or more installment payments missed but within their maturity period and those with no arrears (loan
balance not due) have been considered as Regular loans. Loans which will be due after one year are shown here.

Loan balance not due 10,200,288 8484978

Loans with one or more installment payments missed 643335 185,790

10,843,623 8,670,768

Less: Transferred to loans to member under current assets [Note- 16a)] 10.185.965 8,468,279
—O37658 202489

But as per instruction laid down in TERMS OF REFERENCE FOR ANNUAL AND MANAGEMENT AUDITS OF
LARGE PARTNER ORGANIZATIONS (BIPOOL). dated October 14, 2000, Regular loans represent loans where no
amounts are overdue. Had the definition of regular loans been complied with, the amount shown under regular loans
would be changed.

©) Loans o members : Non-performing

Rural microcredit borrowers 180,891 196,829
Urban microcredit borrowers 10,449 8334
Hard core poor 41,717 53,165
Enterprising borrowers - -

Non-performing loans represent non-interest bearing loan. Late loans (Note d) which remain outstanding at the end of
their stipulated period are considered as non-interest bearing loan
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As per Annex B under subject “Definitions of Financial Terms Used” of TERMS OF REFERENCE FOR ANNUAL
AND MANGEMENT AUDITS OF LARGE PARTNER ORGANIZATIONS (BIPOOL), dated October 14, 2000,
“Non-Performing™ means that an asset is not generating income.  Assets are considered 1o be non- performing under
circumstances as indicated below:

Arrears, Overdue or Past Due

Assets are considered in arrears, overdue or past due when:
o Principal or interest (service charge) is due and unpaid for thirty days or more;

o interest payments equal to thirty days’ interest or more have been capitalized, refinanced, or rolled over.

Credit extensions without pre-established repayment programmes are considered in arrears, overdoe or
part due when any of the following conditions exist:

i advances exceed the customers’ maximum approved loan{s) for thirty consecutive days or
more; and/or
i) interest is due and unpaid for thiny days or more,

The principal balance outstanding . not the amount of delinquent payments alone, is used in calculating the aggregate
amount of non-performing obligations.

Had the aforementioned definitions of overdue been followed in the computation of non-performing loans, the amount
of loans would be more than the amount shown bhere.

(Amount in Taka D00)

d) Loans to members : Renegotiated | 2003 2002
Rural microcredil borrowers 119,282 201 476
Urban microcredil borrowers 6,961 6.006
Hard core poor 73,874 26,717
Enterprising borrowers 16,395 10,182
416312 pLI%

Late loans have been treated as Renegoliated loans. Loans which remain outstanding after one month of their maturity
period are considered as lale loans. Under late loans, borrowers are allowed to repay the delinquent loan amounts
within stuch maximum time period as the loan was initially sanctioned. In the case of one year general loan, a simple
interest (@ 15% per annum is charged on the cutstanding loan balance considered as late loan for the six months and the
loan is reschedulEd for payment within six months. Afler the stipulated six months, a further simple interest @ 15% per
annum is charged on the outstanding balance for the next six months and the loan is rescheduled for repayment within
next six months. After expiry of the perind specified for late loan, the outstanding loan balance inclusive of interest is
transferred to Non-interest bearing loan.

{Amount in Taka 000)

[ 2003 2002 ]
Oiher Asscls
Motor cycle loan to staff 145413 133,736
Transfer from receivable and other current assets (Note- 14) 61,701 56,705

ﬁTIIH IE!



18. Fixed Assets

( Amount in Taka' 000)
Cost Depreciation Written Written
Group of fixed assets Opening | Additions| Disposal/ | Closing | Opening | Charges | Adjustments| Closing down down
balance during | Adj. during | balance balance | during during Balance value value
01/01/2003 | the year | the year |31/12/2003|01/01/2003| the year | the year |31/12/2003]|31/1272003] 31/12/2002
Land 566,121 50,399 - 616,520 . - . 616,520 566,121
Buildings 813,009 29,454 - 842,463 154211 33,100 - 187,311 655,152 658,798
Fumiture & fixtures 125,631 7346 4,005 136,982 64,624 10,430 801 75,855 61,127 61,007
Equipment 150,467 24,045 9,740 184,252 53617 21,776 1,548 82,941 101,311 96,850
Vehicles 12,356 44 . 12,400 11,788 581 - 12,369 31 568
Bicycles 8.851 505 . 9,356 6,960 1,027 . 7.987 1,369 1,891
Total year 2003 1,67 111,793 13,745 1,801,973 291,200 72914 21349 366463 1435510 1385235
1,225,655 450,780 - 1,676,435 226,833 60,821 3,546 291200 1385235

Total year 2002

14




19  Liabilities: PKSF Loan

Current Liahilities: PKSF Loan
Long -Term Liahilities: PKSF Loan

Term wise movemeni of PKSF loan is as Tollows:

a)} Currenl Liabilities: PKSF Loan
Opening balance
Add : Transfler from long -term liabilities : PKSF loan (Note b)
Less: Repaid to PKSF during the year
Closing balance
b) Lang -Term Liabilifies: PKSF Loan
Opening halance
Add: Received from PEKSF during the year
Less : Transfer lo Current liabilities : PKSF loan {Note a)

Closing balance

{Amount in Taka 000)

2003 3002 ]
824,133 401,600

1,944,100 2,234,900
401,600 200,000
£40,800 401,600

(418,267) (200,000)
B24.133 — 401,600

2,234,900 2,214,500
550,000 422,000

(R40,800) (401,600)

|}lmfn:lnI‘H‘?Ful'ﬂli!ﬂlﬂm“unhmndmmhuﬂnwmﬂhwnmd-piﬂhﬂ
(2002: 5% to 7%) per annum_Each drawdown is repayble in ten equal halfl yearly installment.

i) Loan from PKSF of Tk, 292,000 was oblained to support the Participatory Livestock Development Programme and
bears service charge at 6.25% (2002: 6.25%) per annum. Fach drawdown is repayable in ten equal quarterly

installments.
20 Liabilities: Savings deposits
Current Liahilities: Savings deposits
Long -Term Liahilities: Savings deposits
Term wise movement of Saving deposits is as follows:
a) Current Liabilities: Savings deposits
Opening balance
Add: Transfer from long term savings (Mote b)
Less: Withdmwls for the year
Closing balance
b) Long -Term Liabilities: Savings deposits
Opening balance
Addition during the year

Less: Transfer to current liabilities (Note a)
Closing balance

21  Current Liahilifies: Others

Liabilities for expenses

Emergency fund

VO members current and project accounis
21  Liabilities: Other debis

Current Liabilities: Other Debts
Long - Term Liabilities: Other Debts

1,550,938 1,525,682
1.525.682 1,452,846
2,650,000 2,369,000

(2.624.744) (2,296.164)
1,550,038 35682
31,458,275 2852151
1,926,726 2975124
(2,650,000) (2369
4,735,001 34
256,409 241,955
92,700 66,339
31,552
80,661 ]
103,208 489,543
205,016 126,748




Term wise movement of other debis is as follows

a) Current Liabilities: Other debis

{Amount in Taka 000)

2003
Particulars Opening | Transferred Repaid Closing
balance from long during the Ralance 2002
(01/01/2003] ternn debts year (31/1272003)
Agrani Bank 72,000 60,000 (72,000) 60,000 72,000
Government of Banglade: 6,151 34675 (34,675) 6.151 5,151
Bangladesh Krishi Bank 11,392 12,057 (11,392) 12,057 11392
Sonali Bank 100,000 - {100.,000) - 100,000
Standard Chartered Bank 300,000 25,000 i 000) 23 300,000
b) Long -Term Liahilities: Other debis (Amount in Taka 000)
2003
Particulars Opening Received Transferred Closing
balance | during the to current Balance 2002
(010172003]  year other debis (31/1272003)
Agrani Bank - 100,000 (60,000) 240,000 -
Governmeit of Banglades 50,59 s (34675 15921 50,596
Bangladesh Krichi Rank 51,152 (12,057) 19,095 51,152
Somali Bank 25,000 - (25.000) - 25,000

—_—

The terms of individual loan are detailed below:

i) Loan from Agrani Bank was obtained to support credit programme bears interest at 9.5% (2002: 9.5%) per annum and
is repayable in 5 equal half yearly installments, starting from September 2004.

i) Loan from the Government of Bangladesh was obtained 1o disbursed among VO members as Housing loans, and bears
interest a1 1% per annum. The loan is repayable is equal half yearly installment over 5 years, starling from August
2000

iii) Loan from BKB bears interest at 8% (2002: 8%) per annum and is repayable in twenty equal half yearly instaliment,
starting from January 01, 1998 and ending on July 01, 2007,

iv) Loan from Somali Bank bears interest at 10% (2002: 10%) per annum and is repayable in quarterly installment with

accrued interest within three vears including one year momiorium at the beginning, starting from Oclober 31, 2001,

v

(Amounl in Taka 000)
| 2003 2002 ]
23 Capital Fand : Donor lands
Grants received in advance account:
Opening balance 22 434 -
Donation received during the year (See Note- 21.1) 1104 41,906
Transferred 1o deffered income investment in loan (13,041) (19.346)
Transler 1o Income for expenditure during the year (346) {126)
Closing halance 10,151 22474
Deferred income -investment in fixed assels 295,089 295,089
Deferred income -investment in loan 1494217 1,481,176
1,799 457 1,708,699

*




23.1

24

25

27

Schedule of donation received:
Name of the project [ Donor Imount in Taka 00  Receivedon |
I. WFCL Programme in Haragacha Lo 1,104 090972002
Total =——— T
Capital Fund : Refained surplus
Retained surplus, beginning balance 2,156,362 1772245
Add. Adjustment for the year 26,153 (3.699)
Add. Surplus for the year 635,614 337816
Retained surplus, ending balance I8 TS Zlﬂm_
Other cash from operating activities & items not involving cash
Depreciation (Note- [8) 72914 60,821
Loan loss provision (Note- 16) I67.R24 32007
Decreasel Increase) of receivable and other current assets {12,133) 1434202
Loans to VO members written -ofT net of realisation - 7.261
Decreasef| Increase) of other assels (16,673) (64,774)
A1T.9%2 /9437
Loan dishursements and collections (Amount in Taka 000)
2003 - 2002
Disbursement Realisation Disbursement Realisation
for the year for the year for the year for the year
Rural eredit bormowers 15.757.174 (14,500,390) 12,871,927 (12,169.960)
Uirban credit borrowers 727.352 (792,396) 742,716 (698.491)
Hard-core poor borrowers 1. 454,777 (953,030) 2,200,587 (2.141.704)
Microentreprencurs borrowers 2,760,699 {1.864,666) 1,250,674 (842, 496)
Loans from other sources
{Decrease)increase in current other di (386.315) 119335
Increase in long term other debis 168,268 {274,878)
1 155,
(Mher lunds
Increase in current liabilities 41,790 55,090
Increase in denors fund 758 41,780
Decrease in capital fund 26,153 (3.699)
68,701 jAREI
Related party transactions

Other than transactions between the segments in the financial statements of BRAC, which in any case are eliminated in
the presentation of the financial statements, there are no related party transactions or arrangements that may require
desclosure for an understanding of the financial statements.



30 Maturity Analysis

The assets and linhilitics of BRAC amalyzed over the remaining period s the balance sheet date 10 contracthual maturity is 2
follows.

(Amount in Taka 000)
Values refer 10 months Lipio | >| <) month{>3<12 1260 =6l Total
Property and Assets
Currenl Assely
Cash, bank balances and shori-term deposiis 635,591 154,324 194,238 850,224 - 1,834377
Receivahles and other curren! assels 19,186 IR371 172,669 B - 230,226
Loans 1o members 1697660 2932323 5555981 . 10,185,965
{Acc. provisions for doubtful loans & accts ) - - (240,005) - (240,005
Total Current Assets 2352438 3125018 S6R2ERY £50,224 - 12010563
Loans v members -
Regular 109610 189326 iss. ™2 - 657,658
Non-performing 9,711 19421 87,39 116,529 - 233,057
Renegotiated 20,826 41,651 156,192 197,843 - 416512
{Ace. provisinas for doubtful loans & accts ) - - (305 263) {203,908) - (509,771
Met Loans outstanding 140,147 250,398 296447 110,464 - TITASE
Net Fived Assens
Lised in microfinance operations 11,964 23928 107 663 STA204  TIT7%4 1,435,510
Total Net Fived Azsets 11,964 13925 107 663 574204 717,754 1435510
Other Assels 5424 6.904 31067 163,719 . 207,114
Total Asters 1.509.97) 45 118,060 1 I MN,954 1
Liahilities and Capital
Current Liahilities
PKSF Lpan 29,167 96533 698 433 - - 824,133
Savings deposits 129245 253490 1163203 - - 1,550,938
(hers nnm fil.443 2RS 496 - - 180661
Oher Debis 12,057 25,000 66,151 - . 103,208
Total Curvent Linbilities 202,191 443466 2213283 . - 2,858,940
Long -Term Liabilities . . . . .
Savings deposits . . - 4735001 - 4,735,001
PKSF loan - - . 1910767 33333 1,944,100
Oiher dehis - - 295,016 - 195,016
Total Long-Term Liabilities - - - 6,940,784 13313 6914117
Capital Fund . . . - -
Donor fmds - - - 1,799,457 - 1,799,457
Retamed surplus . s . 2818129 = 2,818,129
Total Capital Fund - - I - 4,617 586 - 4617586

191 1 14,450,643




BRAC

MICROFINANCE FROGRAMME
FINANCIAL RATIO ANALYSIS

{Nuwmerical data {n 000)
SL 2003 002
MNojHalin Formuls Furposc Calculation Calculation
FINANCIAL SUSTAINARILITY RATIOS
I [Return on Merfonming Asd Total lcome / 3,007 484 223%| 2,544,904 214%|
Average Total Asscis mﬁ* services -"* 13,490,661 11917478
Bclivilies
2 |Fimancial Cosi Ratio Financial Cost / Shows omsd of funds: alTected by 462.4%0 3 433,978 6%
Average Total Assels :L ol net worth, soft and 13,490,661 11,917,478
3 {Loan Loss Prosision RalidLoan Loss Provision / Imdicales Wnl'm 367 824 1T k) oy 7 2.6%|
Avernge Total Assets requirements on losa pont 13,490,661 11917478
for current pericd
i ing Cost Ratio  |Opernting Cost / Key Indicator of ciliciency off 1,541,356 A% 1,410,403 11.8%]
| Pesforning Assets lending operations. 13,490,661 11917478
5 MSdﬁﬂlﬂhmqwhnmf Sheras  the credil programs] 3 484 126 8% 2544778 IR
Total Cost shility 1o cover eosts off 333890 2,157,088
porformance  with  internally
generaled memme
6 |Savings Outsiamdmg Ratid Tolal Savings / Shows  the odit  programs] 6. 285939 54.7%| _ 4981957 S
.ITuul Principal Outstanding |Pility Lﬁd losns from itst 11,493,192 9173477
LAQUITIMTY RATIOS
| [Cash Pesition Indicatoe  [Cash and Deposits due fromfindicates — ability o meet] 1834377 13.6% 221519 18 6%
Banks / immediate cash needs 13,490,661 1917478
Average Tolal Assets
2 qﬁmﬂﬂ Loan-io-Savings Exiernal Net Loans / ldicates dependency on volat 31166457 504% 3282791 65 3%
Depasits Total Deposits exiemnal lones rather than 6,285,939 4983957
wource (deposits)
OPERATING EFFICIENCY RATION
1 [Cost per Unit of Money  |Operating Cost / Indicates efficiency in di 1,541,556 TA%| 1,410,403 E3%|
Lent Loan Disbarsed fones (im monctary terms) 20,700,002 17,065,904
2 [Cost per Loan Made r)p-ujqrmf hﬂiﬂﬂ:'mnﬂqnl'ﬁlms 1.541.556 Lir Ryl 1,410,403 S24.81
Numher of [ nans Made tems of mo. 1,009 2687
1 (Number  of ivelNumher of Adlive {indicates performance of 3493 365 15918 EF
Romowers  per © and  efficiency
|M Mumber of Credit Siaffs ] 10 9
4 [Portiolio per Credit Stafl | Total Principal Outstanding/[lodicates  potential nancial] 11,493,192 | 1149319 | _ 9,173,477 | 1019275
Number of Credit Staffs  [Productivily of eredit stall. 10 9
FORTFOLIO QUALITY RATIOS
1 [Portiolio at Risk principal  balance  of|Measres amount of defamlt risid 648 E87 i St 906 6.2%
loans with at beast five orfin portfolio 11.493,192 9.1734T7
mewe payment overdue
Total Principal Outstanding
2 |Reserve Ratin Loan Liss Reserve / Indicades adequacy of reserves inj 749,776 6.5% 631,757 T 1%
Value of Outstanding relation to portiolio 11493192 9.1T3ATT
Principml




Financial Highlights

The figures shown below are taken from the andited fnancial statements of BRAC for the fiscal years ended December
31,2003 and 2002. All balances have been stated in terms of the value of the Bangladeshi Taka.

Results for the year
Consalidated (with grant income)
Total income
Total expenditure

Excess of income over expenditure surphes/{deficit)

Consolidated (without grant income)
Total income
Total expenditure

Fxcess of income over expenditure surphes/{ deficit)

Micrafinance Operations
Total income

Total expenditure

Excess of income over expenditure surples/ deficit)

Al the end of the year
Cash, hank balances and short-term deposits
Total loans to members
Laoans to rural microcredit borrowers
Loans 1o urhan microcredit borrowers
Loans to hard-core poor
Loans to enterprising borrowers
Savings deposits
Total long-term debt
Capital fund
Total assets
Returns
Surplus{consolidated) as % of average capital fund
Surplus{consalidated) as % of average portfolio
Surplus{consolidated) as % of average total assets
Ratios
Cumulative loan collection ratio on tolal dues
Loan collection ratio on current dues
Current ratio
Liquidity ratio
Debt/equity ratio
Capital adequacy ratio
Debt service cover ratio

General & administrative expenses as % of average portfolio
Total loan principal afTected by arrcars as % of outstanding portfolio

(S or more instalments payment missed)

(Amount in Taka 000)
200 | 2002
9353073  7.688.505
8628601 7249635
724,470 438870
7059747 5,708,486
B628603  T249635
(1.568.856) (1.541,149)
3007484 2,544,504
2371870 2157088
635,614 187816
183377 2215191
BOT0O6DR  7,074912
100 887 183,648
1,391,003 E89.256
1,721,694 825,661
6285939 4983957
2239116 2361648
4617586  3.955.061
14450643 12,530,680
10.2% 66%
7.0% 5.0%
1.8% 26%
99.32% 9927%
08 04% 98.97%
420 191
29% 4%
048 0.60
™% 3%
1.70 238
14.9% 162%
5.60% 618%
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Auditor's Compliance Certification on BRAC

We have audited the financial statements of BRAC for the year ended December 31, 2003, On the basis of our sudit,
we centify below the compliance of BRAC with the eligibility criteria to participate under Microfinance 1, as provided
for in the Subsidiary Loan Agreement between the Government of Bangladesh and PKSF dated January 31,2001,

Pudited Figures or Compliance ( Taka 000f

ity Crineri
E.; Minimum lnan recovery rales, compuled guarterly, hased on the
following:
(i} 95% minimum cumulative loan collection ratio on telal dues:
Actual cumulative collections 04 488,041 99.32%
Cumulative collectibles 95,137,610
(i) 92 to 100% minimum loan collection ratio on current dues {on runni
12- months basis):
Actual collections during the past 12 months on current dues 18,110,482 98.04%
Colilectible on current dues 18,473,397
[(b) Minimum liquidity ratio of 20% 29%
ltc) Minimum current ratio of 1.5 422:1
(d)  Minkmun capital ndequacy ratio of 20% 1™
l{e}) Minimum debt service cover rafio of 1.25 1.70: |
[t Minimum rate of return on capital of 2% 15%




Appendix A-1

Statement of Loans Outstanding by Component, Non-Performing Loans, Classification, and Provisions Required

{Amount in Taka 000)
Loan Classification, Ouistanding Amount of
Aging of Armrcars [Components Amount Provisions
& % Provisions Taka
Standard |Rural microcredit borrowers 6938328 69,384
(Current, no arrears) [Urban microcredit borrowers 281,300 2813
lu'!i] Hard core poos borrower 1,187,657 11,877
Microentreprencuers bormowers 1,681,592 16816
Sub-Total 10,088,577 100,859
Walchlist Rural microcredit bomowers 245,141 12,256
|(l - 30 days) Lirban microcredit borrowers 6,803 JHo
[5%) Hard core poor horrower 41,607 1,030
Microentreprencuers borrowers 6,957 348
| Sub-Total 300,508 15,015
Substandand Rural microcredit bormowers 524,668 104,933
(31 - 180 days) Urban microcredit borrowers 9277 1 855
(2% Hard core poor bormower B7.813 17,567
Microentreprencoers bormowers 21,683 4,337
Sub-Total 643,461 128,692
Doubifisl Rural microcredit bormowers 150,642 135483
(181 - 350 days) Urban microcredit bormowers 2,057 1,543
(75%) Hard core poor bormower 31,504 21628
Microenireprencuers borrowers 10,059 7,544
Suly-Total 224,262 168,197
Loss |Rural microcredil bormmowers 181,829 181,829
Enw.-r 350 days) [Uitban microcredit borrowers 10,449 10,449
100%) Hard core poor 42,402 42,402
- Microenireprencuers borrowers | 404 1404
Sul-Total 136,084 236,084
Total 11,493,191 648 887

22




Appendix A-2

Statement of Loans Outstanding by Sub-Sector, Non-Performing Loans, Classification, and Provisions Required

(Amouni in Taks 000)
{Loan Classitication, Chststanding Armmmt of
Aging of Arrears Sub-Sector Amount Prowvigions
& % Provisions Taka Taka
Agriculture 109,260 1,093
Siandard |Cottage Industry 39,199 392
Currend. no arrears) Fisherics 15,828 158
1%) [Food Processing 346,600 1,466
[tealth 748 7
{Housing 18,256 183
[Lavestick and Pouliry 151,876 1,519
[Miscetianeous 454,123 4541
[Rurni trading 6,730,139 67,302
[Rural Transpon 41,718 a7
Secriculture 1415 14
{uDe 281,300 2813
IMELA 1,681,592 16,816
Services 16,821 168
Al Sub-Sectors 10,088,877 100,889
Agsiculture 4,201 210
Watchlist “ottage Industry 3,849 192
I - 30 duys) Fisheries 07 15
%) Food Processing 19,152 958
[Hiealih n ]
Il!‘ 2,326 116
Livestock and Poultry 13,042 652
Miscellaneos 14,636 72
|Rural trading 226,976 11,348
[Rural Tramport 1,145 57
Sericulture 60 3
uoP 6,803 340
MELA 6,956 348
r Services 6313 32
All Sub-Sectors 300,508 15,025
Agriculture 10,922 2,184
Substandard |Cottage Industry 3,41 788
t“ - 180 days) [Fisheries 2,41 548
20%) [Food Processing 49,1713 9,535
1 bealth 113 1
[ bousing 5,346 1069




[Loam Classification Outstanding Amvnd of
Aging of Arrcars Suh-Sector Amonrnd Provisions
& % Provisions Taka Taks
Livestock and Pouliry 49,392 % 57%
Misocllnnoous 21,11) 421
Rural rading 465,574 91,116
Rural Tramspest 2,347 469
Sericuiture 10 n
LD 9,277 1,855
MELA 21,683 4,337
Scrsces 1,727 45
All Sub-Sectors 643,461 128,692
Agriculture 4,182 3,137
Diewsbt ful [Cottage Industry 576 432
r 181 - 350 days) Fisheries 925 H9H
(75%) Food Processing 29913 22435
1iealth 3 n
Housing 12,201 9,151
[Livestock and Poultry 16,687 12,515
[Miscellanenus 3,748 2511
[Rural trading 142,875 107,155
[Rural 1 ranspont 606 455
Sericulture 53 40
s 2,057 1,543
MELA 10,059 7,544
Services 149 262
All Sub-Sectors 124,262 168,197
Agriculture 15,976 15,976
L Cottage Industry 238 2315
(Over 150 days) Fisheries 10,700 10,700
Fum; Food Processing 20,512 20,512
1iealth 430 430
Housing - -
Livestock and Poultry 32,984 32,984
Mbcellancous 31,088 33,083
Rural trading 107,042 107,042
Rucal Transpon 1518 1,518
Sericulture 288 283
F AP 10,449 10,449
MELA 1,404 1,404
Services 1,458 1,458
Al Sub-Sectors 136,084 136,084
Total 11,493,192 648,587




Statement of Renepotinied Loans

Appendin A-3

Program Componenl of Rencgotiated Loans
|Sub-Sector Amount (Taka'000) | % of Total
L omponent

Rural microcredit bormowers 319,282 76.7%)|

Urban microcredit borrowers 6,961 1.7%]

Hard core poor bormowers 73,874 17.7%)|

Microentreprencuers bormowers 16,395 1.9%
All Borrowers 416,512 100.0%
Sub-Seclors

ure 9,049 2%

Cottage Indusiry 1.505 0.4%
Fisheries 2,751 0.7%
[Food Processing 44379 10.7%]
m 127 0.0%
[ rousing 1,740 0.4%)
Livestock and Foultry 34,162 B2%
Miscellancous 12,457 3.0%]
[Rural Trading 284,136 68.2%
Rural Transpor 1,647 0.4%
Sericulturc 127 0.0%)
uDP 6,961 1.7%|
IMELA 16,395 3
Services LI16 0.3%
All Sub-Sectors 416,512 100.0%

e



Appendin A4

Ststement af L.oan (Concentration
sengraphical, Sub-Sectoeal and Loans (Net of Prosisions )
Loan (oncentration Amount (Taka'000) | % of Total
Name of Districts
239,692 2.2%]
140,130 1.3%]
14,206 0.1%}
75,154 0.7%)
182,198 1.7%|
70,076 0.7%
270,912 2.5%]
113,745 1.1%]
336,883 3.1%)
272,150 2.5%]
215,503 2.0%)
323,389 10%)
117,239 1%}
426,378 40|
175,390 1.6%)
197,840 1.5%]
133,431 1.2%)
224,170 21%]
223,647 2.1%)
161,106 1.5%
117,660 11%)
151,049 1.4%]
258,190 2.4%]
60,642 0.6%]
181,721 L.7%]
186,211 1.7%]
18,081 0.2%]
195,150 1&%)
251,287 :_;aj
T i
u:i:: L4%)
81,361 0.5%)
42,462
168,679 1.6%)
121,370 L1%)
311,320 29%]
49,457 0.5%]|
126,221 1.2%)
114,124 1.1%)
208,159 1.9%)
124,678 1.7%)




weographical, Sub-Scectoral and Loans (Net of Provisioes )
l.oan Concentration Amount (Taka' 000) % of Tolal
a2 220,782 2.1%)
43, Naloee 169,775 1.6%)
44 Nawgaon 211,000 2.0%)
45, Netrokona 160,577 1.5%]
(4. Nilphamary 132,400 1.2%]
47, Noakhali 127,387 1.2%}
4K Novail 94,739 0.9%]
49 Psbna 287,75 2.7%]
50. Panchagar 82,166 0.5%)
51. Patuakhaii 86,123 0.8%)
52 Pirojpur 135,380 . 1%
$3. Rajbari 160,196 1.5%!
[54_ Rajshahi 238,384
[53. Rangamati 32,287 0.3%|
Ranggra 218,300 22%)|
37, Shariatpur 151,625 1.4%)
58, Shatkhira 167,064 1.6%)
9. Sherpur 172,426 1.6%]
[60. Siraggon; 200,960 L9%|
[61. Sunamgonj 134,670 1.3%)
[62. Sylhet 215,708 2.0%)
|63, Tangail 241,803 2.1%|
[64. Thakurgaon 139,127 1.3%]|
ATl Districts 10,743,416 100.0%
‘Sub-Sectors
: 135,503 1I%)
m Indusiry 44511 0.4%]
I 1sheries 28,968
Food Processing 436,250 4.1%
lealth 1,263 0.0%)
Housing 15,745 0.3%]
Livestock and Poultry 434,966 4.0%|
£ 91,77 4.6%)
Rural trading 7,192,504 67.0%)|
Rural Transport 44374 0.4%|
Serculiore 1,806 0.0%|
uDP 257387 24%
MELA 1,616,070 15.0%)
Scrvices 19,678 0.2%)
All Sub-Sectors 10,743,416 100.0%
Loans Exceeding 10% of Capital Fund N.A N.A
Enumerate Lasge Loans, il any| N.A N.A
otal of All Large Loans N.A NA
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Appeadiz A-S

Analysis of Entire Loan Portfolio
Information Obtained from Interviews Applicability in Sample to;
No. of Borrowers | % of Borrowers
Bomowers wilh loans from other creditors N/A N/A
Creditors cited as having extended other loah(s) N/A NA
Average amount of loans from other creditors N/A N/A
Purpase of loans from other credilors N/A N/A
Reasons for arrears
Reduced income 22 421%
Fluctuating income 56 10.73%
Burdensome payments 2 0.3%%
Multiple loans 0 0.00%
Drop-outs of members 4 D.77%
Hartals 0 0.00%
Floods 0 0.00%
Others (Reluctant) 0 0.00%
Bormmowers' assesment afler availing of loan
Poorer 53 10.15%
Improved incomes 469 80.85%
Mo, of Borrowers in Total Loan Sample 522 N/A
Analysis of Findings:
[Particulars | No of Borowers Comments |
Current loan - No arrears 438 Improved incomes
Loans with | - 30 days past due 3 Improved incomes
Loans with 31 - 130 days past due I6 Improved incomes/poorer
Loans with [R] - 350 days past due 9 Improved incomes/poorer
Loans over 350 days past due 56 Improved incomes/poorer

512




Analysis of Non-Performing Loans

Appendix A-6

Information Obtained from Interviews Appli in Sample to:
No. of Borrowers % of Borrowers
Borrowers wilh loans from other creditors NFA N/A
Creditors cited as having extended other loan(s) N/A N/A
Average amount of loans from other creditors NFA NFA
|Purposes of loans from other credilors N/A N/A
Reasons for arrears
Reduced income 3 6.00%
Fluctuating income 45 20.00%
Burdenzome payments 0 0.00%
Multiple loans 0 0.00%
Drop-outs of members 2 4.00%
Hartals 0 0.00%
Floods 0 0.00%
Others (Dead) 5 2
Borrowers' assesment after availing of loan
Poorer 46 92.00%
Improved incomes A 8.00%
No. of Borrowers in Non-Performing Loan Sample 50 N/A




Appendix A-7

Sampling Mcthods for Loans and Deposits

BRAC has loans extended to and deposits taken from over three million borrowers and
depositors. It would not be feasible or practical for us to audit all of the loans or even a
large percentage of loans, given the large numbers involved. The loan and deposit
population involves relatively insignificant individual loans and a fair degree of
homogeneity. Therefore, the loans and deposits have common product and control
characteristics. We have formulated a sampling method for choosing the loans and
deposits, in a manner acceptable 1o BRAC management. The samples are reasonable to
achieve the audit objectives. Al the same time, we have given due recognition to the (a)
geographic distribution and (b) grouping of micro credits for : (i) the mainstream rural
poor; (ii) the urban poor; (iii) the hard core poor; and (iv) micro entrepreneurs. In addition,
we have developed a sample of non-performing loans to determine (a) delinquency
patterns by component and sub-sector, and (b) proximate and fundamental reasons for the
rise in delinquencies. In developing the sampling method we have ensured that every item
in the population has a known chance of selection, e.g. the use of statistically — valid
random sampling.
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