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The Mahaweli Enterprise Development Project 

The development of the natural and human resources of the 
Mahaweli river basin has been a high priority of the 
Government of Sri Lanka and international agencies since the 
late 1970's. Largely completed are the construction of dams, 
irrigation and power systems, roads and other physical
infrastructure, the settlement of the land and the formation of 
the agricultural production base. The challenge for the 1990's 
is to build a diverse, dynamic economy generating higher
incomes for Mahaweli families. In meeting this challenge, the 
private sector has a leading role to play. 

The Mahaweli Enterprise Development Project (MED) is a 
special initative of the Mahaweli Authority of Sri Lanka, with 
the support of the United States Agency for International 
Development. MED promotes private investment and job
creation in agribusiness, manufacturing, tourism, minerals and 
services by directly assisting entrepreneurs and companies with 
technical expertise, marketing support, training, business 
advisory services and credit. MED also provides policy
analysis support to improve official frameworks for sustainable 
enterprise development in the Mahaweli areas. 

The Employment, Investment and Enterprise Development
Division of the Mahaweli Authority is responsible for MED 
implementation. Technical consultancy is provided by a 
consoitium led by the International Science and Technology
Institute, Inc., a private consulting firm with head offices im 
Washington, D.C. Also in the consortium are Agroskills,
Development Alternatives, Ernst and Young, High Value 
Horticulture and Sparks Commodities. Marketing services are' 
provided by SRD Research and Development Group, Inc. 
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PREFACE 

This training package was prepared by Mr M.W. Panditha, Credit Advisor, MED Project, 

for the MED/ElED field staff and the officials of newly-formcd Savings and Credit Societies. 
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EXECUTIVE SUMMARY 

The Mahaweli Enterprise l)evelopment (MI-I)) project is a USAII)-I'unded development 

programme which was launched in 1989 to develop small, medium ald large-scale enterprises 

in Mahaweli Systems. 

One of the key elements of the Small Scale Enterprise (SSF) (levelopment programme is 

facilitating access to cre(lit from fornmal credit institutions to sinaIll entrepreneurs. 

The programme will assist formation of groups of sinall entrepreneurs into forlal savings and 

credit societies. Initially, that is during pha,,e 1, these ,ocieti s will inter-alia assist individual 

members to obtain credit from banks, help access technical and imarketing information, provide 

training in enterprise nanagement and toster saving nohilization. Once the ,ocieties gain 

adequate experience they will graduate to phas11 II of the plro ramumc and comme.llience credit and 

savings operations directly by borrowing from banks and on hI.lding to their member. 

The credit programnme is to I)e supported by the establishment otf Collateral Funds in banks 

participating in the scheme. These accounts are to be fundcd throutgh a USAID grant and 

coitributions of members of ,,ocicics. A field business advisorN service has been set tip to assist 

enlt.rprise development and formation ol socielies and other associations. 

Tho formation and Mimageent of' Savings and (Credit Socicties will reqiire a high degree of 

support from Field Busines ('oitUIultNts and VIL) field stlfl';ittached to Busincss Centres.eI:cld 

The oificials of these atslcclt societies too will nced guit:llmci during mitial stages of society 

formation. This guide is iniiteidCd to fullill this need and scc ais a training package. 

This document has beeln prc pared in two sotimes. Volme I .olnlains 12 chapters. I-ach 

chapter could be taken up at a tcparate training module. [or e.s, referernce and presentation 
each chapter begins with the objectives and cotents of Ilia hapter. Volume 11contains 

attachments relating to chapters 3. 4, 5. 9 and 12 of Volhint' I. 

Chapter I is intended to iritvide an uidcrstaidimng of the P,111J) project in general and the MED 
credit programme in patcular. 

Chapters 2 and 3 set out the overall plan ofh orlnin" socicties. the se\'cil major activities o" a 

society during phase I ot" the programlle, and steJs dhat should be taken under activity one (i.e., 

a step by step account otf th1e pirocluis il\'olvul in forning i slcietvh. 

Chapter 4 expllains the procedur s involved in oblaining gntms under tihle ISAII) Grant Fund 

and the relevant legal dotimlillettion. 



Chapter 5 deals with diferclt aspects of f-acilitating access to credit institutions. It provides an 
overview of development lending concepts, appraisal techniques. seque ce of lending activities. 
lending considerations and the project approalch to credit. 

Chapter 6 deals with techniques of' savings mobili/atiuo and de'velolpment of rural financial 
markets through the intcrvUcnti1 ofns cieties. 

Chapters 7 and 8 deal withlinon-credit setmices of societies including guidelines for the 
preparation of business plans. 

Chapter 9 deals with measures to develop the institutional capacity of societies. It also provides
guidelines and forniats I'Or the introduction of book-keeping records and accounls in societies. 
The description of the main activities of societies en(s with this chapter. 

Chapter 10 deals with the credit approach it) entrepreneurs opcraling oulside societies. 

Chapter II covers the role of' banks. 

Chapter 12 deals with the inforlnation requirements of thle pirogramme. 

vi 



CIIAIER I
 

INTROI)UCTION
 

OBJECTIVE: 	 To provide an understanding of the Mahaweli Enterprise Development (MFI)) 
project and its small enterprise credit progranme 

OUTLINE: 

A. 	 An introduction to MI-l) the project and its small enterprise credit programme 

13. 	 MliD Activities 

C. MED SSE ('reditl Prougramme
 

1). Oulline of' [he proposed credit programme during Phase I
 

E. 	 Proposal to facilitate access to credit
 
for non-farm small scale enterprises
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CHAPTER 1 

INTRODUCTION 

A. AN INTRODUCTION TO MAIIAWELI ENTERPRISE 
DEVELOPMENT PROJECT 

PURPOSE To accelerate creation of permanent private enterprise employment. 
Secondarily, to strengthen Government of Sri Lanka commitment 
market-oriented approaches to Mahawcli development. 

to 

OBJECTIVES To encourage new investments and expansion of existing investment
Medium and Large Enterprises (MI.-s) and Small Scale Enterprises 
(SSEs) in the Mahaweli. 

s by 

FUNDING USAID GRANT 
SRI LANKA GOVT 
PRIVATE INVESTMENTS 

US$15.0 million (Rs. 600 million) 
US$ 2.8 million (Rs. 112 million) 
US$ 6.2 million (Rs. 248 million) 

AGREEMENT BETWEEN 
LANKA. 

USAII) AND THE MAHAWEI. AUTHORITY OF SRI 

LIFE OF 
PROJECT 1989 -1995 
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B. MED ACTIVITIES 

1. Medium and large-scale enterprise development activities: 

Identification of export markets for high value agribusiness 
Pre-invesiment programmes to assist companies initiate operations, investment 
promotion, mantflacturing, tourism, minerals, services 

2. Small scale enterprise development activities: 

Training, technical assistance and special activities 

Facilitating access to credit 

Policy and institutional support 

Monitoring and evaluation 

3. 	 Policy and procedure rel'ornis activities: 

Land and water regulations 'or private firns 

Policy guidelines fIr development of outgrower agribusiness. 
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MED SSE CREI)IT PROGRAMME 

OBJECTIVES: 

Facilitating access to formal credit
 

Reducing transaction costs of credit
 

Improving credit worthiness of SSEs
 

APPROACH: 

Formation of Savings and Credit Societies 

Financial assistance for collateralizing loans 

Provision of advisory service 

Borrowing from banks and lending to members 

STRATEGY - TWO PHASES OF 
ASSISTANCE THROUGI I SOCIE-TIES 

Phase I Phase II 

Recommend members' Porrow from banks 
loans to banks and lend to members 

Extend other assistance Extend other assistance 

4
 



GUI)E. ON SAVIN(;s , t) ANDCRIT SOCErTIES 

D. OUTLINE OF TilE CREDIT PROGRAMME, DURING PIIASE I 

AREA OF OPERATION 

CLIENTELE 

BUSINESS 

ADVISORY 
SERVICE 

FO"MATION OF 
SAVINGS AND CREI-DIT 
SOCIETIES 

ASSISTANCE FROM 
GRANT FUNDS 

MAINTENANCE OF 
ESCROW ACCOUNTS 

ROLE OF SOCIETIES 

CREDIT DECISIONS 

SECURITY 

INTEREST RATES 

LEVERAGE 

INDIVIDUAL LOAN SIZE 

CREDIT FOR SSEs 
OUTSIDE SOCIETY 
SPONSORSHIP 

Systems 14, 13,C, G, U/Walawe and Kotmale 

Existing and aspiring non farm small scale entrepreneurs 

Role of field business consultants and Employment, 
Investment and Enterprise Devclopmcnt Division (EIED) 
field sta ff 
1) Assist formation and -xpansion of SS.s 
2) Assist formation and growth of Savings and Credit 

Societies and Entrepreneur Associations 

To facilitate access to credit, reduce
 
transaction costs and improve credit
 
worthiness ot SSI-s
 

I) Collateral Fund (m11aximum Rs. 80,000 per society) 
2) 50% start-up assistance (Iniiai and Operational) 

Initially as partial security to support
 
borrowing by members of societies
 

1) Assist members to obtain credit 
2) Promote savings 
3) Assist in other areas of enterprise development viz 

technical, man agenent and marketing aspects 

By the banks on the recoinimedation of societies 

Project assets collateral funds and inter - se guarantee of two 
membcrs 

Market rates with concessions for prompt payment. Lower 
rates with refinanced funds 

Five times the collateral funds (sum of grants (12%) and 
capital (8%) of each loan) 

Maximum Rs.50,000 and average loan Rs.40,000/ 

I) Business advisory service and loan counselling 
2) Direct references to banks 
3) Assist informal group credit 

5 
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E. 	 PROPOSALS TO FACILITATE ACCESS TO CREDIT FOR NON-FARM SMALL 

SCALE ENTERPRISES (SSES) 

The Mahaweli Enterprise Development project commenced operations in 1989 following the 

signing of a Grant Agreement between the Government of Sri Lanka and United States of 

America. 

Investment and Enterprise1. 	 The implementing agency of this project is the Employment, 

Development Division (EIED) of Mahaweli Authority of Sri Lanka (MASL).
 

from the agreement are to: "accelerate the2. 	 The objectives of the project as quoted 
creatie,, of permanent jobs in private enterprise in the Mahaweli Settlement Areas by 

facilitating the development of small enterprise, encouraging the formation of medium 

and large scale enterprise and developing a market oriented envirinment conducive to 

sustained increases in eliployment ill private enterprises of all sizes." 

approach: I) investment3. 	 These objectives are to be achieved by ,. three pronged 

promotion, 	 technical assistance and marketing support to medium and large scale 
access to credit for small scaleinvestors; 2) advisory services, training and improved 

such as land, water andenterprises; 3) policy assistance to improve access to re.sources 

the legal and institutional framework for enterprise d,velopment in tile Mahaweli 

settlement areas. 

4. 	 One of the critical issues addressed in the MED project design was access of SSEs to 

credit. Pre-project surveys found three out of four SSEs in Mahaweli considered lack 

of finance to be a major constraint to expansion. Access to credit foi SSEs is to be 

improved by reducing transaction costs through the fornation of Savings a.id Credit 

Associations and improving the credit worthiness of SSE borrowers by encouraging thrift 

ar.d savings and providing business advice. 

I of !he grant agreement refers to the proposed financial plan as follows: "It isAnnex 
expected that the project will facilitate the formatioil of entrlcpreneur associations which 

will access the existing banking system by borrowing as associations and relending to 

members. It is planned that partial collateral will be held by banks and will consist of 
an USAID grant. It is estimatedcontributions of group members' savings inatched by 

an averagc of 10 members each. Fieldthat 50 to 60 associations will be forled, with 
Business Advisors will assist associations to form and organize. The scheme will be 

developed in detail (uiring the first IF months of tile nroject... 

5. 	 The main technical assistance to this project is provided by a consortium of consulting 

firms led by International Science and Technology Institute (ISTI), a private consultancy 
firm based in Washington. 
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6. 	 Studies were conducted by the credit consultants of ISTI in the latter part of 1990 to 
assess the feasibility of implementing the proposed financial programme in the Mahaweli 
Systems. This team noted, inter-alia, that, "Although several non-farm SSE credit 
schemes are implemcntcd by credit institutions, access to these facilities is constrained 
by several factors. The major constraints in improving financial services to Mahaweli 
SSEs are: 1)limited borrower capacity and capability; 2) inadequate business advisory 
services; 3) bark branch organization and staffing problems; and 4) internal operational 
procedures of financial institutions." 

7. 	 The MED project's consultants' recommendations to address these constraints are 
summarized below: 

a) Extend assistance to access credit to all categories of non-farm SSEs. 

b) Assist the formation and growth of Savings and Credit Associations (SCAI and help 
members to access credit from financial institutions. 

c) Advise other SSEs operating outsi,, SCAs on loan documentation and loan 
negotiations. 

d) Provide technical training to upgrade skills and encourage group formation to acLcss 
village level credit sources for working capital needs. 

e) Facilitate linkages between Medium and I arge Scale Eniterprise buyers and SSE 
producers by encouraging the use of financial instruments like inland bills. 

f) Strengthen management capacity and skilIs of Savings and Credit Societies. 

g) Assist in improving loan assessment skills of credit institution staffand forge closer 
links between SSEs and financial institutions. 

h) Support credit institutons and SSI-s by helping in better credit utilization, follow 
tip and recovery. 

i) Strengthen operational efficiency of credit institutions on a selective basis by 
providing i icro ,oinputers io instiltutions participating in the MED credit 
programme.
 

j) Aid in tile to promote credit to SSEs.
publicity of financial services 


k) Assist in accelerating issue of transferable title to land.
 

7 
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8. 	 In view of the limited capacity of Mahaweli settlers to manage SCAs tile above 

mentioned team recommended the introduction of the concept of lending through SCAs 

in stages, i.e. a phased programme under which newly formed SCAs will during the first 

phase, facilitate direct borrowing by their members from credit institutions, and after 

gaining experience and financial capacity, enter the second phase of borrowing as 

associations from credit institutions for releding to their members. 

9. 	 First phase of the MED Credit Programnme: 

a) 	 Areas of operation: Mahaweli Systems 11, B, G, C Uda Walawe and Kotmale. 

b) 	 Clientele: Clientele would be the existing and aspiring non-farm SSEs operating 

in the above systems and neAv enterprises. A survey conducted in 1988 indicated 

that there were about 4700 enterprises operating in systems H, . G and C covering 

about 85 types broadly categorized under : 1) agriculture and fishing; 2) 

manufacturing; 3) trade and hotels; and 4) services, The preferred market segment 

would be micro enterprises including those trained under entrepreneur development 

programmes with ipoter'al to provide permanent employment for more than one 

person. 

c) 	 Business Advisory Service: The MED project plans to :.t up eight Business 
Centres in major towns of Mahaweli Systems within the next few months. These 

centres will be manned by a team of field officers of the EIED and consultants 
contracted by the MElD project. This advisory service will transfer business skills 

and technology to SSI-s and will also assist in the formation and growth of group 

schemes such as Savings and Credit Societies, private business associations and 

entrepreneur development associations. 

d) 	 SCSs: The Balsiness Advisory Service will assist in the formation of SCSs. 
Thesesocieties Will be legally constituted and registered under the Societies 
Ordinance. Incorporation of SSi-s und'er the Conmpanies Act and the Cooperative 

Societies Act will also be acceptable. These Societies will have the capacity to 

borrow, lend to members and to guaraniee credit given to members. It is estimated 
that about 65 societies would be fbrincd under tiJs programme with a membership 
of about 1,000. 

e) 	 Size of Societies: Groups of about 10 to 20 small scale-cltrepreneurs who operate 
enterprises individudly will be assisted by the ;,dvisory service to form into 
Societies. These entrepreneurs will subscribe to the capital of tl 25:;e Societies by 

purchasing shares. The minimum share contribution of a member is expected to be 
Rs. 1000. The actual share contribution will, however, be a percentage of the credit 

facility which a bank would consider giving to a member. In identifying rembers 



GUIDE ON SAVINGS AND CREDIT SOCIETIES 

for formation of Socicti,--s, priority %Vill be given to those entrepreneurs who have 
already followed Entrepreneur l)evelopment Programmes sl)onsored by the EIED 
of the MASL. 

0 	 Assistance froin Grant Funds: lhese Societies will be entitled to grants from 
USAID up to 1.5 times the share capital contribution o1 members to a society. 

To be eligible for grant assistance a society should first join tile MED credit 
programme by entering into a formal agreement with tile MASL. These funds 
would eventually revert to members subject to prior claims of tile Society. 

g) 	 Maintenance of Collateral Fund Accounts in Banks: A Society will deposit its 
share contributions and grant funds in separate interest-bearing accounts in a bank 
acceptable to the project. These deposits may range from Rs. 20,000 to Rs. 80,000 
per society depending on the siie of the share contril uLtions. These funds will form 
partial security for credit facilities granted by a bank to tile members of a Society 
tinder this scheme. 

h) 	 Role of Societies in impr'oving access to Ceedit and reducing transactionl costs: 
These Societies will, inter-alia, assist their members to obtain credit and banking 
facilities fron cre(lil Such assistance withinstiuitions. will include negotiation 
banks on behalf of members, form filling, busine,, and credit advice, viability 
studies of projccls, supervision and loan recovery. Societies would also assist in 
identifying appropriate credil institutions and help submit loan applications of 
members to such institutions togcther with their recoimendations. 

These recommendations will be backed by the assignment of their Collateral Fund 
deposits and the guarantee of the Society. 

i) 	 Cr-di Facilities: Participating Credit institutions are expected to provide credit 
through any of their ongoing special credit ,chemes or under general credit that 
befit the credit nee(Is of' non-larm, micro and small scale entrepreneurs. Initially 
individual loans uI) to Rs 50,000 ;ire envisaged. ('redit purposes may cover both 
working capital and fixed asset rcquircmuers of existing ajd new enterprises. In 
addition provisio.n of olormal banking f'.acililics is envisaged. 

j) 	 Credit )ecisionis: Dccisions to lend directly to individual members sponsored by 
Societies would be lefl to the discetion of the credit institutions concerned. 

k) 	 Securitj: Assets of projects financed won d be alvaihablc as s.ceurity to lenders. In 
addition the guarantee of the Society backed by the assignic ot' their Collateral 
Fund deposits wonld form slipplementary security cover. If ilersonal guarantees are 
required such guarantees will b e conllued to inter-se gtuarantee of members. 

9 
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I) 	 Interest Rates: MED would not canvass for reduced lending rates of interest for 
loans sponsored by these Societies, but would suggest that a rebate on interest be 
given to those borrowers who repay their loans promptly. Given the type of back
up advisory service and assistance in follow-up and supervision, it is envisaged that 
the transaction costs of credit institutions could be reduced. 

m) 	 Leverage: MED expvcts that credit institutions would eventually extend credit to 
individual members of Societies to a cutmulative amount up to iG ;Tmes tiledeposit 
Pisigned to a lender by a Society. Initial arrangements could be up to '!ve times the 
deposit. This proposed ratio is subject to negotiation. 

n) 	 Savings promotion and capital rormation: These Societies would also actively 
encourage savings habits anlong members and assist savings mobilization through 
normal banking channels. 

o) 	 Credit access to those operating outside Societies: Sinice tile majority of SSEs are 
not expected to form into Societies, assistance to such entrepreneurs would be 
extended by the Business Advisory Service on a one to one basis or as groups and 
would include loan coMsclliig, business advice and intermediation with banks so 
as to facilitate access to credit from financial institutions. 

The 	partial security of the collateral fund referred to under 9g will, however, not 
be available to secure such advances. 

10. Second phase of' tile NIEI) Credit Programme: 

Once these Societies have reached a reasonable level of experience in sponsoring 
members' borrowing and credit maigeminent activities, and have acquired a reasonable 
level of Financial credibility anid susiamability, then it would be possible for such 
Societies io embark on a fully ledged financial intermediation role by engaging in 
borrowing and lending activities and in savings mobilization thereby fostering the 
development of a susainable rural financial market. 

10
 



CHAPIER 2
 

SUMMARY OF ACTIVITIES UNDER PHASE I
 
OF THE PROGRAMME
 

OBJECTIVE: 	 To provide an overview of activities of Savings and Credit Societies (SCSs) 
during the formative period. 

OUTLINE: 

A. Summary of activities 

B. Financial requirements of the programme 

11
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CII qFl. 2 

SUMMARY OF ACTIVII'IES UNDER IIIIASE I 
OF TIlE PROGRAMME 

A. SUMMARY OF ACTIVITIES
 

Savings and Credit Societies (SCSs) were formed to l'cilitate acces., to credit Ir non-farm small 
and micro-scale enterprises under phase I of the MED crtdit programme. An outline of the 
initial steps in forming these Societies and the lunctions of SCSs during the first phase of the 
credit programme follows: 

I. 	 Formation of' Savings and Credit Societies 

2. 	 Obtaining USAII) grat ftLMds 

3. 	 Facilitating members' access to financil services from banks 

4. 	 Fostering the growth of*thrift and savings among members 

5. 	 Assisting in Iroviding technical and marketing support to members 

6. 	 Encouraging the development of' business practices amongst members 

7. 	 Strengthening the institutional capacity of societies to underta ke higher responsibilities 
of deposit acceptance, borrowing and renlnding to members during phase If. 
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GUIIDE ON SAVINGS AND CRDIT SOCIIIIS 

B. FINANCIAL REQUIREMENTS OF PROGIRAMMEI
 

Itcl, 	 I Yu.;r 2 Y a .3 I'olall US$ 

I. 	 SOiCtiCs I'oriiid S 2-1 33 65 

2. 	 No. of mnmbers (;i%,,la I.5 r 120 3(0 I 975 

SCS) 

3. 	 Member's capital cotoi a ,l, R. .124.oo I,27 ,000 1.7.1).O 3,1.15.000 11S$86,125 

(mx.Rs. 53,000) 

4. 	 Malchini' hlinds fbr ,.ollatial: It, 640.00) 1 )) 000 2.*.I(I.U(lo 5. ()O,000 US$ 130,000 

ratio 1.5 : I (Rn. 80,00()0 
US$2.000) 

5. 	 Initial S(CS stit lipcol IRs 112.000 3 160t 1(2.( ) )M.00b US$22,750 
(Its. 14,000 Pci S('S)I 

6. 	 Initial ycar's (),;ItI I 'ol It, '(,0()0) 2s,.0 Oo 3(6.0OU 7O0.0()O US$19,500 

(R.s. 	 12,000 Pei St+S) 

7. 	 USAI D nnalchim, i d, lia,= ti t S 104.000o 312.t)t)O .1 1000) 8-15.000 US$2 1,125 
uel'atill.'
up and milial yCaIs o].. 

tOst
 

SUMMARY 
RS. $ 

I .	 USAID Collateial Funds 5.200.000 130.000 

2. 	 USAil) m~alchin" tunds ltij'tart tlp. 

455.1)00 11.375 

3. 	 USAII) c lil tiotI, hm) 

initialoperationdl coisl 	 .0.00) 9,750 

TOTA L 	 6.045.000 151.125 
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CIIAPITER 3
 

ACTIVITY I: FORMATION OF SAVINGS AND CREDIT SOCIETIES 

OBJECTIVE: To provide the know-how to form a society. 

OUTLINE: 

A. 	 Steps in forming a society under the Societies Ordinance 

B. 	 Idefitification of potential members 

C. 	 Requirements for registration of a society under the Societies
 
Ordinance
 

D. 	 Duties and obligations of a society registered tinder the Societies Ordinance 

E. 	 Matters to be provided by the rules of societies registered under the Societies 
Ordinance 

ATTACHMENTS: See Volume II 

3-A Application to become a member of a society 
3-B Model by-law/rules of a society 
3-C Letter to the bank to accept a deposit 
3-D Affidavit by the comnmittee members 
3-E Application to registcr a society 
3-P Letter to the Registrar of Companies 
3-G Guidelines for partial reiniburs,--ment of start-up costs and operational costs of societies 
3-1 Form of bond 
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GUJI)E ON SAVINGS AND CHIEI)T SOCIETIES 

CIIAYrER 3 

ACTIVITY 1: FORMATION OF SAVINGS ANI) CREl)IT SOCIETIES 

A. 	 STEPS IN FORMING A SOCIEITY UNDER TIlE SOCIETIES ORIDINANCE 

1. 	 Identify members: 

* 	 With assistance front entrepreneur associations 
* 	 Through training programimines 
* 	 Introductory discussions with potential entrepreneurs 
* 	 Infornial discussions with credit institutions, field level olficers oi" other deve"lopment 

agencies (see guidelines below in section b: identification of potential members) 
* 	 Application forin for member (see attachment .,-al. 

2. 	 Convene first forlmal meeting: 

" Give notice
 
" Arrange venue
 
" Contact potential members
 
* 	 Prepare agenda coverilg steps 3 and 4. 

3. 	 Adopt by-laws (rules) to forin Society: 

" 	 Discuss model by-ltws, (rcl'r to attachnient 3-b) 
• 	 Adopt by-laws wilt) ailendimncts, it any 
* 	 decide oil i nallc for the sociCty (e.g.. Credit and Savings Society, 

Ltd 
DIecide oil miuniui share contributiot for a imeimbher 
F]ix annual subscription 

* 	 Decide oit a bank to imp)lcmnt the credit ,cliscne 
• 	 Decide on maiitenalce o1" books and records. 

4. 	 Elect Comnittec(s): 

* 	 Elect general committee 
* 	 Elect subcommittee on credit/savirigs 
• 	 Obtain bonds from comnittee members (refer to attachment 3-h.ur specimen). 

5. 	 Adopt work plan for the f'irst year: 

15
 



GUIDE ON SAVINGS AND CRiDIT SOCIETIES 

5. 	 Adopt work plan for the first year: 

0 Include activities set out in chapter I1. 

6. 	 Collect initial capital from members. 

7. 	 Deposit initial capital in individual member's savings accounts in selected bank. 

8. 	 Adopt credit policy for Society to facilitate members' access to credit ( refer to chapter 5, 
section b: policy guidelines for model credit policy ): 

" Discuss model policy guideline
 
" Decide on the maxilmtm credit limit per member
 
* Decide oi iaxIiil guarantees per ienbcr
 
W Adopt a policy.
 

9. 	 Adopt savings plan for members (refer to chapter 6, section b for guidelines on preparing 
savings plans): 

• Discuss guidelines
 
" Adopt policy
 
* 	 Decide implementation plan. 

10. 	 Deposit capital funds in bank in suspense account (refer to attachment 3-c for specimen 
letter): 

" Obtain letters of authority from members
 
" Request bank to transfer funds from member accounts
 
" obtain ccrtificate for deposit from bank.
 

11. 	 Open office: 

" Select premises Ior officc 
" Enter into rent agreement 
" Fix name board 
" Procure stationery (refer to attachment 3-g for eligible items for reimbursement). 
" Obtain a receipt book. 

16
 



GUlDF ON SAVINGS AND CH IJIT SOCIETIFS 

12. 	 Apply for registration to Registrar of Companies, Colonbo (refer to sections c and d 
below): 

" 	 Fill application form by reference to specific requirements as per by-laws (refer to 
attachment 3-c for application form)

* 	 Obtain affidavits from eight members certified by a Justice of the Peace (refer to 
attachment 3-d for affidavit) 

" 	 Send application in duplicate with a covering letter (refer to attachment 3-f for cover 
letter). 

" 	 Enclose the following:
 
" Two certified copies of Society's by-laws
 
• Bank certificate
 
" Fight alidavits Iront eight members
 
" Uncancelled staml)s for Rs. 25.
 

13. 	 Obtain registration: 

" 	 Obtain acknowledgement 
* 	 Follow Lip regularly 
• Obtain copy of gazette notification
 
" Obtain certificate of registration and certified by-laws.
 

14. 	 Complete introduction of book-keeping and filing. 

15. 	 Issue share certificates to members. 

17
 



GUIDE ON SAVINGS AND CRD)IT SOCIFtI-S 

B. 	 IDENTIFICATION OF IOTENTIAI. MEMBHERS 

1. 	 Willingness to work together as a group with mutual trust, contfidcnice nd commitment for 
self improvement and the development of the members of [he society. 

2. 	 Small scale entrepreneurs engaged in or aspiring to engage in non-farn small scale 
enterprise activities with the following characteristics: 

" Have had di fliculties inl accessing formal credit 
" Credit requirements are inlthe range of about Rs. 20,000 to Rs. 50,000 
" Are in a position to contribute at least 8 percent of their credit requirements to the 

collateral fumd 
" Are willing to contribute to a savings igtramnc which will be arranged by the 

Society 
" Have undergone traiuing in entrel)reneur de\,Velopmentll 
" Have the capacity to conlribute to the equity of the projut wili cash or other inputs 
" Have the potential to generate permnanent employment fbr at least one other person 

through the member's project. 
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GUII)E ON SAVINGS ANI) CRIEI)IT SCIF'II S 

C. 	 REQUIREMENTS FOR REGISTRATION 0' ASOCIl i Y UNI)IERTI IESOCIETIES 
ORDINANCE 

The 	following societies may be registered under the Societies Ordinance: 

1. 	 A) Mutual provident societies established with the object of providing thrift, giving relief 
to members in times of sickness or distress, aiding thein when in pecuniary difficulties 
and making provision for their widows and orphans 

B) 	 Other societies established for promoting educational and religiotis objects and 
improving agricultural, industrial, and social services may be registered as "specially 
authorised Societies" 

No society can be registered unless it hals a sutbscribed capital of at lcastI Rs. 10.000, And 
a statement front all autLoriscd bank confirming the amount held in tie inme of' the Society 
should be submitted with the application. 

3. 	 The application form signed by eight memihrs includimg the president, secretary and 
treasurer and two wrilten, typed or pinted copies of the rules mustist he submitted with 
uncancelled stamps to the value oflRs. 25. 

4. 	 Each signatory Ito the application must furnish an affidavit stating: 

A) 	 That iie/she is a member of the Society and the office held 

B) 	 The period of residence at the given address 

C) 	 Particulars of his/her social standing, position held Under govertlnient or private sector, 
professional stand ing and ainn tlincolie 

D) 	 Whc,her he/shc has been convicted of any offence or been found gtuilty of moral 
turpittde in a cout of'1Iw 

E) 	 Whether or not the declarmt ovnls any nimovable or immnovable lroperty and the extent 
and the value 1"sich plrpoperty. 

5. 	 The word "Societyv lilited" shall be the last words ii tlie name of the society. If 
exemption is sought f'roin the use of these words reasonls for such exentpliomn tst be 
specified. 



.,AVINGS AND CREDIT SOCIETIES 

D. 	 DUTIES AND OBLIGATIONS OF A SOCIETY IREGISTER'I) UNDER TIlE 

SOCIETIES ORI)INANCF 

1. 	 Should have a registered office. 

2. 	 The name board should be affixed outside tile office. 

3. 	 The name 'ofthe society should be mentioned in society's letter heads and similar 
documents. 

4. 	 Should have the annual accounts audited as at December 31, annually by a public auditor 

approved under the ordinance and a copy sent to Registrar before June 1. 

5. 	 Display a copy of the last balance sheet in the office. 

7. 	 Supply a copy of the anual returns to any member and other persons interested in the 
funds of the society. 

8. 	 Hold a general meeting of"the Society within six mtonths of' its registration. 

9. 	 Maintain a register of members. 
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GUIDE ON SAVINGS AND CREDIT SOCITIES 

E. 	 MATTERS TO BE PROVIDEI) BY TIlE RULES OF SOCIEIrES REGISTERED 
UNDER TIlE SOCIETIES ORI)INANCE 

i. 	 The name and place ol ot'ice of the society. 

2. 	 The whole of the objects for which the society is to be established, the purposes for which 
the funds there of shall 1)e applicable, the terms of admission of nembers, the conditions 
under which any member may become entitled to any benefit assured thereby, and the fines 
and forfeitures to be imposed on any member. 

3. 	 The mode of holding ineetings and the right of voting and the manner of inaking, altering 
or rescinding rules. 

4. 	 The appointment and removal of a committee of management (by whatever name) and of 
a treasurer and other officers, and of trustees, and in the case of' a society with branches 
the composition of a central body and the conditions tnder which a branch nay secede from 
the society. 

5. 	 The investment of the funds, keeping of accounts and the audit of same once a year at least. 

6. 	 Annual returns to Registrar of receipts, funds, effects, and expenditure and the number of 
members of the society. 

7. 	 The inspection of books of tie society by every person having an interest in the funds of 
the society. 

8. 	 The manner in which dis utcs between the society and any of its members, or any person 
making claims through a member, or tnder the rules, shall he setiled. 
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CHAPTER
 

ACTIVITY H - OBTAINING USAID GRANT FUNDS
 

OBJECTIVE: To understand the process of getting assistance under the MED project 

OUTLINE: 

A. Action by the society
 

b, Action by the Mahaweli Business Centre (MBC)
 

c. Action by ISTI 

d. Guidelines for selection of a society 

e. Main poir.ts of the Menorandum of Agreement (MOA) 

f. Main points of the Collateral Fund Agreement (CFA) 

g. Equity/grant contributions to the Collateral Fund 

h. Flow of grant funds 

ATTACHMENTS: See Volume 11 

4 - Al 	 Request to open the No.1 Account in a bank. 
4 - A2 	 Application to enter into an agreement with MASL 
4 - A3 	 Resolution of a society to join the programme 
4 - A4 	 Memorandum of agreement (MOA) 
4 A5 	 Request to open the No.2 Account in a bank. 
4 - A6 	 Request to a bank to enter into a Collateral Fund Agreement with the society. 

4 - A7 	 Collateral Fund Agreement (CFA) 
4 - A8 	 Request to open a general Account. 
4 - A9 	 Grant proposal. 
4 - BI 	 Mem3 to the MED Grants Committee from Mahaweli Business Centre 

4 - B2 	 List of members and their present status 
4 - B3 	 Memo from M13C recommending a grant disbursement
 

Memo from the Chief of Party/MED to the MED Grants Committee.
4 - C1 

Memo from MED credit advisor to COP/MED regarding disbursements
4 - C2 

4 - C3 	 Letter of remittance to the bank from ISTI 
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(AJIDF. ON SAVINGS AND IREDIT SOCIETIiS 

CIlAlII'IR 4 

ACTIVITY If - OBTAINING USAI) GRANT FUNI)S 

A. 	 ACTION BY TIlE SOCIETY 

STEPS 

1. 	Assess members' credit requirements: 

* 	 Interview members 
* 	Train members in business planning 
* 	 Visit project site 
* 	 Assist in preparing bLsiIeSS plans 
* 	 Ascertain equity partieilation 
* 	 Collect credit information 
* 	 Conduct credit Cvs'ltal ion
 

Ascertain viability and repaylment capacity
 
* 	 Identify credit schemes 
* 	 Prepare list of membcrs .and their iresent status (refer 

page 	43 of Volutme 11) 
* 	 Estimate grant reqtirements. 

2. 	 Sign agreement wilh NIAS L to join credit programme (MOA): 

* 	 Pass resolution (refer page 17 of Volume 11) 
* 	 Open No. I A/c. with a bank 
* 	 Submit application to NI-I) grant committee, NIASI. with memo from Business Centre 

(refer page 41 of'Voltnme 11)through ISTI 
* 	 Enclose List of members and their present status 
* 	 Sign agreement with MASI. (Three sets) 
* 	 Obtain copy of agreement with ISTI acknowlcdgeni~nt. 

3. 	 Sign Collateri Ind Agreement with bank: 

* 	 Pass resolution 
* 	 Apply to the bank (refer page 30 of Volume 11) 
* 	 Sign agreement (Three sets) 

to IS'I'I* 	 Arrange to send agreement for acknowledgement 
* 	 Ascertain return of agreement by ISTI to hank and society. 
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4. Recommend members' loans to the participating bank: 

* 	 Obtain bank loan p ,pers and assist completion 
* 	 Evaluate loans 
* 	 Prepare covering meno to bank (refer page 49 of Volume II) 
* 	 Recommend loans to bank 
* 	 Assist members in discussions with bank 
* 	 Ascertain loan decisions from bank. 

5. 	 Deposit members' collateral funds in No. I A/c. in bank: 

* 	 Assess member borrowers' contributions 
* 	 Deposit contribution funds in bank 
* 	 Obtain a certificate of deposit fron bank. 

6. 	 Apply for grant funds to MASI. through ISTI: 

* 	 Obtain letter o al)proval of loans front bank 
* 	 Obtain from bank, account number (of No.2 A/c.) for deposit of grants 

* 	Obtain certificate from bank confirnmng deposits in No. I A/c. up to 8 percent of loans 
approved 
Submit grant proposal with supporting documents to ISTI through MBC - for collateral 
grants. 

7. 	 Ascertain deposit of granl funds in N'). 2 A/c by ISTI in bank and assign funds to bank. 

8. 	 Open a general account in the bank. 

B. 	ACTION BY MAIIAWEL! BUSINESS CENTRE (MBC) FIELI) STAFF 

1. 	 Assist Societies in steps I to 8 

2. 	 Prepare statement of mlembers' present status 

3. 	 Submit MOA with covering memio to MFjD office 

4. 	 Submit grants proposals of Societies with covering memo. 
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C. 	 ACTION BY ISTI 

1. 	 Submit MOAs to MED Grants Committee 

2. 	 Obtain MOAs signed by Director General (MASL) and Secretary General (MASL) 

3. 	 Obtain signature of Societies to MOA 

4. 	 Acknowledge MOA 

5. 	 Return one set of MOA to society with copy to MIC 

6. 	 Assist to submit CFA to bank 

7. 	 Acknowledge CFA 

8. 	 Return CFA to bank and society with copy to MBC 

9. 	 Process grant proposals for: 

a) collateral funds
 
b) start-up expenses
 
c) operational expenses.
 

10. 	 Disburse grant funds (see page 48, Volume 11, for letter to bank) 

D. 	 GUIi)ELINlEN FOR SELEICTION Of" A SOCIETY TO ,JOIN TIlE MED CREDIT 
PIROGRANMINE 

1. 	 Should be registered tinder the Societies O;.'inance. 

2. 	 Should have a minimum n nbership of 10. 

3. 	 Majority of members should have undergone training in entrepreneurship development. 

4. 	 Members must be in need of credit. 

5. 	 Members must agree to join a savings programme arranged by :he society. 

6. 	 Should adopt a credit policy acceplable to the MFD programme. 
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in proportion ;o their credit7. 	 Members should agree to contribute to the Collateral Fund 

needs.
 

8. 	 Members' enterprises must have the potential to provide permanent employment to at least 

one additional person after obtaining credit. 

E. MAIN POINTS OF TIlE MENIORANDIUM OF AGREEMENT 

PURPOSE:- Pro'iding financial assistance 

(1) Collateral fund - not to exceed US$2000 per society. 

(2) 	 Start-up expenses: 

Overheads - 50%
 
operational - 50% maximum Rs 13,000/
 

(3) 	 Scope of Activities: 

Grant component: 1.5 times equity
 
Society should sign agreement with a bank
 

(4) 	 Terms and conditions: 

Grants to be used as per Memorandum of Agreement and Collateral Fund Agreement 
Right to recall misused funds 
Grant funds shall he untder control of grantee 
Funds cannot be withdrawn for three years 

Exceptions: )eath of meinber or credit rel'usal by bank 

(5) 	 Commencement and duration of activities: 
Agreement would he effective from the date of signing and would remain in force until 

(a) 	 Termination of the No; 2 account or 
(b) 	 Liquidation of grantcc letore March 1995 or 
(c) 	 Grantor seeks rcfunds due to mis- usc of funls. 

(6) 	 Upon completion of .heproject the fInds of the No.2 A/c v:ill be treated as reserves of the 
society and if dishanded after the project coMnpletio, Unencumbered funds will be legally 
apportioned to members to develop their enterprises. 
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(7) 	 Grant budget: 

a) Collateral fund -up1)to a Maximum of Rs 80,0001(LJSI) 2,000)

b) Start-up costs. -Up to 50% of cost with in aImaximum of Rs 7,000/.

c) 1st year's operational costs. -up to 50% of cost with ill a ma{iiulnuin of Rs 6,000/.
 

(8) 	 Use of interest tupto 25% is allowed.
 

Disbursements should be in terms of a request for disbursement.
 

(9) 	 Administration of grant 

ISTI will implement the grant as agents of MASL.
 
MASL's decisions shall be final.
 

(10) 	 Disbursement procedure. 
By submitting a grant lroposal in the prescrilbed form.
 
Frequency of submi tilg grnts proposals:
 

1. 	 Start Lip once - based 6n requests for disbursement. 
2. 	 Operational costs - monthly - do 
3. 	 Collateral Ilunds - in 3/4 hatches - do 

(11) 	 Reporting requirements obligation to submit information. 
Records and audit records to be available for three years after final disbursement 

(12) Access to documents in banks upto three years after lermination. 

(13) 	 Modific-t2ons 

By mutual agreement. 

(14) 	 Financing Local Taxes - No grant funds to be used. 
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F. 	 COLLATERAL FUND AGREEMENT/ MAIN POINTS 

SOCIETY AGREFS 

1. 	 To deposit members' share capital to No. I A/c. (1) 
2. 	 To notify the bank of any suspension of its activities (6) 

3. 	 Not to withdraw funds for three years 
4. 	 To submit accounts of the society annually (12) 
5. 	 To make available books of the society fbr inspection (13) 
6. 	 To refer any disputes to arbitration (15) 
7. 	 Any changes of terms to be in writing (16) 
8. 	 Society to have no claim to No.2 A/C if liquidated before project completion (6) 
9. 	 Notice procedure (17) 
10. 	 Funds in No.2 A/C would C-,rm part of societies' reserves on completion of the project. 

(11) 

BANK AGR.ES 

1. 	 To open a No.2 A/c. with collateral grant funds (2) 
2. 	 To pay interest. (3) 
3. 	 Bank may consider loans on tile recommendation of the society on their credit criteria. (4a 

&b) 
4. 	 Bank will not ask for outside guarantors (4hi) 
5. 	 Will agree to a deposit/loan ratio of (five times) initially 
6. 	 Any variation of terms to he in writing (,4b3) 
7. 	 To permit withdrawal from No.2 A/c by grantor for inis-use by grantee. (7) 
8. 	 To have a paramoutnt lien on monies deposited (8) 
9. 	 To cancel facilities for Mis ttse (9) 

10. 	 To not permit withdrawal from No. I A/c for three years except on death of a member or 
credit refusal( 10) 

11. 	 Bank's recovery process (13.1 abc) 
12. 	 No collateral fund backing when immovable securities are taken (13.2) 
13. 	 Access to bank records for audit up to three years after project. 
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G. EQUITY/GRANT CONTRIBUTIONS TO THE COLLATERAL FUND
 

Total Project Cost 

Rs 


60,000 


45,000 


37,000 


30,000 


DEPOSIT/LOAN RATIOS 

1_-10 1-5 
Estimated Loan 

Rs 
Collateral Fund 

Rs 
Capital 

Rs 
Grant 

Rs 
Collateral 

Rs 
Capital 

Rs 
Grant 

Rs 
50,000 5,000 2,000 3,000 10,000 4,000 6,000 

40,000 4,000 1,600 2,400 8,000 3,200 4,800 
30,000 3,000 1,200 1,800 6,000 2,400 3,600 

25,000 2,500 1,000 1,500 5,000 2,000 3,00 



GUIDE ON SAVINGS AND CREDIT SOCIE.TIFS 

If. FLOW OF GRANT FUNDS 

BY THE SOCIETY BY USAID BY EIlDl& MASL BY ISTI 

1 	 2 3 4 

socictiCs through 

hnipletcittatiatIcr acielics(After I - 10) Ficdl Business 

(IL) (Afltr 2.1/2.2) 	 Consultants re I to 1.16 

1.1 Identify mcnbers I. Approve Project 1. Sign agremcitl with I. Assisi 

nceting 2. 	 Respond it) 2. Review and approve 2. Remit funds to 

reittihurseittnle gnitt proposals iaccaUii,%of sociclics ill 

claims from hank 

1.2 	 Convene first 

hanks 

on Step I 3. 	Foillw-up 
reiiiirsemncit ritn 

1.3 	 Elect office hcarcrs 3. fiiintl ISTI 

USAID i SrI account 

1.4Adopt rules work 	 Miuiitr progress 4. Monilor progressand 	 4 
plan 

1.5Collect initial capital 

1.6 	 Deposit in hank (Suspense
 

Account)
 

from
1.7 	 Obtait ccrlificaet 
hank 

1.8 	 Apply for registnition 

1.9 	 Open oflitet 

I.10 Obtain Registratnion 

1.11 Collect incihers'
 
eolllend foods and
 

depasit to No. I Accouit 

1.12 	Sign igreciciltl with
 
MASL (After 1.10)
 

1.13Sign agrecient witli 
hank 

1.14Apply forflids to 
ISTI alier lin approval 

1.15Apply for partial 
rcilhu rscitlCoi ii1 

Stll-up cxpeIses__ 	
__. 

1.16 Apply forpartial 
rtilinhu rscilnett of 

ipcrritiiioal expenscs 

(imiontlhly) 
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F'l.OW. CHlA UT OF _S1EPS - SAV I NGS AND CI EDI SOC I ETI_s 

FRMa ~ oreir~ru etig Ident ify s.ses. ConriSOCIETY of entrepreneurs and Obtain app rcat -on, tee 
f.c tt C.--ri a..t-eg. 	 Open nffl-etn and Adot Get seel.
present prgrmme. 10/IT) fr"_ It Adopt bc-lass - Credt policy Ire okpn
Issue appIications. ntrepreneur. r 2) Elect ocslttee , - Sa-ingniplan 

33 Adopt plan - CoIece nilectono initalI tC r M 14) Decide on bank capsta. toIeber s a/c 	 keeping. 

ICOlTTEE)CO'VlITTEE I~ MES 	 IMC 

RZ JSTE 


REGISTER Tr.ansfer ...re Ci) ....... . its 
 preparePfid .pplication
SOIETY to a suspens arc ro 	 S]t tbtai O c..rt fi..t.Cf tethers, 
 to tre RegisY.a. 
 with enciosures. 
 of registration.
(L-MTE t 	 1Ot CtCt 
wTTEEt CO ITTEEI (CO ITT E)
TT(CO
(CO tITTEE) 	 O tMITTEE)I 

=
 EdE
I'm P-..L..,- AL 	 uetoricto kanSietApOMMI (Cpr knTT 

oiru pno.IaCCneesetm 


kITS ASL. Plans of members in hank ard & pass to ISTI throui signature pplication sand return
 
and assess their 


SIGN IOA 


transfer srare resolution to MRC. of Society to MASL.credit needs. r r 	 to 3O0. t 
tWA 10 Societydeposits. join prograsg. n caAS. ) & 

(PIfLD STArr iC) ICOMITTE) (SOCIETY)'COMMITTEEI C) (ISTlI) L). (_)M
ST
 

Convene meeting ba.lt C EA Send C A to Sign CFA it , Return C A 
SIGN C A 

NITHI andsANK pAss -- 'on o t~l r nReturn CF to
 

ailicaticr 
 haok for bunk, 
 to ISTI. bank & Society
resoition to 
 tC IIT signatureaftersign CPA. r through nbC. r > 	 fe ckoldeetacknoledgeent.
 

ASOCIRTY) )C0)GITTEC 31511) 
 (SOCIETY) (BANK) (ISTI}
 

ARRANGE CREDIT Assist Submit loan Esairata Subsit loan Assist hank 	 Approve -

TO MEMBERS preparation a;-liatons applications. pplcations in evaiuatin, 	 loans and 

issue letterin batches tY
of loan to society, 


applications. bank with their 	 Ir b 	 of approval 

(fI(LD STAB) recomendation, to society.
(InC ((MESSEES) O(MECk CO'[MITTEC) IC0."ITTEE) 
 (SiC & COMMITTEE} (RNK
 

ga 
 )ANrtI.

Deposit t 

lt 

Sob g


I 0tsi..
Deposit 

of o in certificate proposal to IST to bank a/c society a/c.
 
hank to regarding through IC ~ on behalf of 2. Obtain loan document.a.
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ACTIVITY III - FACILITATING MEMBERS ACCESS TO FINANCIAL 
INSTITUTIONS DURING PhIASE I OF TIlE CREI)rr PROGRAMME 

OBJECTIVE: 	 To provide an understanding of the role of societies in facilitating member 
to obtain credit from financial institutions during Phase I 

OUTLINE: 

A. Tasks 

B. 	 Loan policy guidelines for a society: 

1. 	 Objectives/purposes 
2. 	 Eligibility of members to obtain loans from banks with the recommendation of. 

society 
3. 	 Amount of financial assistance 
4. 	 Security/guarantees 
5. 	 Purpose 
6. Capital build up 	of the society 
7. 	 Servicing members' loans 
8. 	 Assistance to mnembers lbr financial planning 

C. Steps in submittiag loan applications to banks 

D. Some aspects of credit assessment: 

I. 	 Financial requirements of small scale entrepreneurs 
2. 	 Mathods of financing 
3. 	 Commercial lending vs. Development lending 
4. Some concepts 	 in (lcvclophlcnt lending 
5. 	 Sequence of Icn(ing 
6. 	 Lending considerations 
7. 	 Project approach 
8. 	 Borrower's responsibility 

ATTACIIMENTS 	 See Volume II 

C -9.1 Covering memo from a society *, a bank recommending a member's loan
 
C -9.2 Resolution of a society to recommend a loan.
 
C -9.3 Letter of authority from the applicant.
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CIIAPI'ER 5
 

ACTIVITY III - FACILITATE MEMBERS' ACCESS TO ,
!INANCIAL 
INSTITUTIONS, DURING PHASE I OF TilE PROGRAMME 

A. TASKS 

Savings and Credit Societies assist members in: 

Assessing the viability of members' projects. 

Preparing business/production plans for members' enterprises, assessing equity
participation capacity and identifying the credit neels of' members. 

Identifying bank credit programmes that would best Ait members' needs. 

Preparing loan documents to banks. 

Strengthening the rcditworthiness of members by reviewing and recommending their 
credit applications to banks.
 

Negotiating with banks on behalf of members' 
 credit applications.
 

Pre and post approval loan investigations by banks.
 

Repayment of member loans.
 

Review of credit needs. 
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B. 	 LOAN POLICY GUII)iINES FOR A SOCI:TY - )UlRING 'IIASE' I 

These guidelines are intended to assist societies in Iheir deliberations to develop a set of groun.d 

rules that Would be necessary in dealing with financial aspecis of provtding assistance to their 

members du.ing the first phase oIformation of socictie',. ''he ned to agree upon and abide by 

a set of guiding principles in credit imanagement is of critical i nl rta nec i ensuring the longen 

term 	sustainability of these nascet insiilutiotiS. 

1) 	 Objectives/purposcs: 

1. 1 To establish a credit policy aimed at liicilitating member's access to crelit from banks 

so as to enablle members to make more )roductive use of their resources, and assist 

in enterprise develo)ment. 

1.2 	 To foster the growth of tonlreprneurshiip aimngst members. 

1.3 	 To bring about economic and social levelopient by increasing the income of 

members. 

1.4 	 To gain experience in credit management with the ob.jcct of moving to the second 

phase of thle credit programme thereby enabling the society to directly engage in 

borrowing from baiks and lending to m coh ers. 

2) 	 Eligibility of"nmbers to obtaini loans froi batnks wilh te recommendation of the society: 

2. I 	 Should be of' sound tnorI character 

2.2 	 Should save systenatically by participatiig in a savings programme. 

2.3 	 Should subnit ai acccjtable investu on pla and a project proposal. 

2.4 	 Should have tile caitCly to iel)ay tile loa. 

2.5 	 Should have w a colrseo training ill enttrepreieurship and be skilled in 

productioin aspcls of tic provoseld citterprise. 

2.6 	 Shouild agree to accept comiscislin froit lile othicials of tlte society, the EIID field 
.,(af! antd contll oti NI I 'I) ltrecl.a 	 (fle 

2.7 	 Should agree to visitis o1l lIlI.) and NIt) field staff" to inspect the project. 
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2.8 	 Should agree to submit project intbrmation as req!iired. 

2.9 	 Should agree to maintain books and records of the project. 

2.10 Should contribute at least ......% of the proposed loan as capital contribution to the 
society and should have at least Rs ............... of capital contribution in the society 
at the time of application. 

2.11 	The period of membership to qualify for submission of a loan application shall be 
....
months. 

3) 	 Amount of financial assistance 

The maximum loan that may be recommended to a bank under this scheme shall not exceed 
R s ................
 

4) 	 Security/Guarantees. 

4.1 	 Every bank loan recommended by the society shall be secured by members' capital 
contributed and by the proportionate amount: of the USAID grant funds deposited in 
a collateral fund in a bank. 

4.2 	 No member shall stand guarantee for more than ......... loans.
 

4.3 	 Members may provide the inter-sc guarantee to secure member loans if such guarantee 
is called for by the bank. 

4.4 	 A borrowing member will provide to the bank the security of the project assets as 
called for by the bank. 

5) Purpose: 

Loans may be recommended by the society to a bank for tilefollowing purposes. 

5.1 	 Start-up or expansion of nol-l'arm miicro and small-scale enterprises in Mahaweli 
Systems. 

5.2 	 Financing of fixed / working capital or allied expenses. 

5.3 	 Short, medium or long term requirements. 
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6) 	 Capital build up of the society 

6. 1 Every member shall contribute to the capital of the society in proportion to the value 

of loans recommended by the society on behalf of a member, based on an agreed 

ratio. 

In addition, mnmbers shall participate voluntarily in savings programmes sponsored6.2 

by the society.
 

6.3 	 Capital adequacy will be kept constantly under review by the society for appropriate 

action. 

7) 	 Servicing member loans 

7.1 	 The society shall assist eligible members to obtain credit facilities from the bank with 

which arrangements have been made to maintain the collateral fund of the society. 

7.2 	 The level of responsibility in evaluating risks and in making credit decisions to 

recommend individual loans of members to banks should be the same as if loans are 

granted by the society to its members out of its own resources. 

7.3 	 Each member's application will be treated on its own merits. The society will 

reccmmend loan applications which are considered by the committee to be viable and 

have the capacity to generate adequate surpluses to repay the loan and leave a profit 

margin adequate to continue the business. In making recommendations the society 
will be mindful of its commitments to the bank through its collateral fund. 

7.4 	 The general committee or a specially approved credit committee will be responsible 

to the General Body of the society for all matters dealing with facilitating access to 
credit to members. 

7.5 	 The president and the members of the committee or special credit committee will 

undertake on behalf of the General Body servicing of member credit needs in all its 
stages i.e. identification of member credit needs, interviewing, inspection of projects, 
assessing viability and financial needs, recommendation of luai applications ta banks, 
assisting the bank in loan processing, documentation, disbursements, recording, follow 
up, recovery, review of and action on problem loans and other activities as agreed 
with the bank. 
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8) 	 Assistance to minmbers for financial planning: 

8.1 	 The society s'iall facilitate members through the Field Business Consultant service to 
prepare plans to set up enterprises. 

8.2 	 The requirements of outside financial assistance will be identified during the planning 
process. 

8.3 	 The society shall liaise with the bank and the FBC service to assist members to apply 
for bank loans. 

8.4 	 With the assistance of the FBC service the society will facilitate members to prepare 
loan documents, project proposals etc., fr submission to the bank. 

8.5 	 The society will assist the bank in the processing of memiber loan applications by 
facilitating the bank's credit investigations and satisfying collateral requirements. 

8.6 	 The society will assist members in opening bank accounts, clarifying issues with the 
bank, remitting loan repayments, savings promotion and in ob*raining other financial 
services. 
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C. 	 STEPS IN SUBMITTING LOAN PROPOSALS OF MEMBERS OF SOCIETIES TO 

BANKS 

Given below sequentially are the steps that will have to be taken by a Savings and Credit Society 
to assist its membcrz -'hnnin credit from banks. 

1. 	 Identification of a business opportunity by a member. 

2. 	 Preparation of a Business Plan/Project Report. 

3. 	 Examir-v r and review of the proposal by the committee of a society including site visits 
preferably with a bank official. 

4. 	 Obtaining loan documents from the bank by the secretary/president if a proposal or a batch 
of proposals is considered viable. 

5. 	 Completion of loan papers and selection of guarantors in consultation with the respective 
members and the committee. 

6. 	 Submission of loan documents and project proposals to the committee of a society by the 

secretary/president as and when a batch of three to four applications are ready. 

7. 	 Examination of loan documents and Project Proposal/Business Plan by the committee. 

8. 	 Consideration of credit decision and if approved in terms of the society's loan policy, pass 
a resolution at the committee meeting to recommend the loan to the bank. 

9. 	 Submission of loan papers to the bank in batches with: 
9.1 	 covering memorandum for each loan 
9.2 	 certified resolution of the society to recommend a loan 
9.3 	 applicant's letter of authority. 

10. 	 Arranging a meeting of loan applicants with bank officials and conducting discussions with 
the bank by committee officials and Business Centre staff on behalf of member(s) and 
assisting them in obtaining loan. 

11. 	 Obtaining the letter of approval of loans from the bank. 

12. 	 Depositing members' contribution (8%) to No. I A/c. 

13. 	 Applying for grant funds in batches from MASL through ISTI. 
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14. Ascertaining the deposit of gl nt ,, No.2 A!,,. 

15. Assisting member in signing loan documents and meeting other loan approval conditions. 

16. Assisting in repayment, loan util ization, enterprise development and reserve build-up. 
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D. SOME ASPECTS OF CREDIT ASSESSMENT 

D. I Financial requirements of small-scale entrepreneurs 

D.2 Methods of financing
 

D.3 Commercial lending vs development lending
 

D.4 Some concepts in development lending
 

D.5 Sequence of lending
 

D.6 Lending considerations
 

D.7 Project approach
 

D.8 Borrowers' responsibility
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D. 1 FINANCIAL 	RE-QUIRE-MENTS O1 SMALL-SCALF I-NTREIRENEIURS 

ACTIVITIES : 	 Sart-up/inaih/expand/relocate 
enterprises 

PURPOSES 1) 	 Pre-investnient expenditure 
Initial inquiries 

2) 	 Acquisition of fixed assets 
land/I) ildinigs/in alc ihin' ry 

equilmlenii ehicles/olt ice equipment 
electricity 

3) 	 XI-rking capital(WC) 

3. 	I iermacia nt WC 
Raw materials/work in progress finished goods/wages/ overheads 
credit sales 

3.2 	 Additional W( 

3.3 	 Seasonal W'C 
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D.2 METHODS OF FINANCING
 

Owner's contribution (equity)/partners' subscription 
shares/debentures/loans/and overdrafts/(of varying period depending on purpose and 
security) bills discounted subsidies/ deposits/ suppliers' credit/letters of credit/cash 
accruals. 

Business organizational forms of small enterprise 

Forms of enterprises (borrowers) 

self employed/proprietary/legally constituted groups
 
partnerships/private companieslco-operatives/
 
people's companies/registered societies
 

Who can borrow : 

Legal entity with capacity to:
 
enter into contract
 
borrow
 
sue and be sued
 
succession
 

Who cannot borrow 

minors
 
unincorporated bodies
 
those considered too old to enter into contracts
 
those adjudged by courts
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D.3 COMMERCIAL LNDING Vs I)EVIILOPMI.NT l.I'NI)ING 

OBJECTIVES: 

BORROWER 


IDENTIFICATION 

BORROWERS 

EQUITY 


LOAN 
PERCENTAGEI 

INTER EST 

IROCESS 

SECURITY 

REPAYMENT 
TERMS 

TYI".S OF 
FINANCING 

SOU RCE.S 

Profitability 
Liquidity 
Safety 

Tract Record 

Banker/customer 
Relationship 

IFilli ug capital gaps 
E:mployment 
Income generation 

No past records 

l-xlension work 
Means and Standing 

l.arger 

50/65 % 

IHio her 

Commercial 
Banking 
criteria 
(5 *c' s) 

Commercial 
Securities 
Higher margin 
of Security 

Shorter 

Mostly 
short-term 

Mostly 
Conmmercial 
banks 

Snialler/commitment 
skills 

75/100 % 

L.ower 

Project evaluation 
Viability 
Debt service cover 
Return to labour 
(sel f-employ ient) 

Group pressure 
intcr-se guarantce 
Project assets 

Longer 

Msostly mcdiium/long terl 

Mostly development 
lending institutionis 
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D.4 SOME CONCEPTS IN DEVELOPMENT LENDING
 

WHO IS AN 
ENTREPRENEUR: 

EQUITY 

CREDIT WORTHINESS 

FORMS OF CREDIT 

PROJECT VIABILITY 

BREAK-EVEN LEVEL 

DEBT/SERVICE RATIO 
(DSC) 

INTERNAL RATE 
OF RETURN: 

DOMESTIC RESOURCE 
COST (DRC) 

COST CATEGORIES 

CAMEL 

1. 

2. 

3. 

: 

: 

: 

: 

: 

: 

: 

: 

"The entrepreneur always searches for change, responds 
to it ,and exploits it as an opportunity ... " 

"The entrepreneur shifts resources from areas of low 
productivity and yield to areas of higher productivity and yield 

"A person who organizes and manages a commercial 
undertaking" 

The owners' contribution to an enterprise an indicator that 
signals the owners' stake and interesi i.e. debt/equity ratio 

Credit:belief in another's ability or capacity to pay 

Bank notes, cheques, bills, pro-notes, bonds, treasury bills, book 
debts, loarls, overdrafts, letters of credit 

Ability to sustain and develop while ervicing debts. Fecets of 
viability: technical, commercial, financial, economic, 
managerial 

Level of activity at which contribution equals fixed cost
 

Number of times of repayments to cash accruals
 

Discount rate which would equate cash
 
outflows and cash inflows over project life.
 

(based on time value of money-discounted cash flow)
 

Cost per unit of foreign exchange earned or saved
 

Capital costs, fixed costs, iariable costs. start- up costs. Fixed 
costs: financing, depreciation, maintenance rental/lease, fees, 
salaries. 

Management of 1. Capital adequacy 2. Assets and liabilities 3. 
Risks 4. Earnings 5. Liquidity 
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D.5 SEQUENCE OF LENDING 

IDENTIFICATION 

Appraisal: 

Interview 

Collection of inlormation on the borrower/product/ production or business plan and 
aspects of viability as production, corn, crcial, financial, econonic and management. 

Site inspection 

Analysis and risk assessment 

Working out terms: amounl, equity, period, rale, security frequency, conditions or 
modification of' iroposal
 

Negotiation/discussion
 

Preliminary decision
 

Preparation of lima~t: 

Credit decision 

Approval 

Offer of lerms and acceptance 

Documentation: 	 Taking securities 
Registration of documnteCs 
Insuranmce cover and assigment 

Release of funds in siages 

Follow-up and recovery 

Treatment of problem loans 

Review funding requirements 
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D.6 	 LENDING CONSIDERATIONS 

Assessing the bankability of loan proposals. 

1. 	 Introduction 

1.1 	 This explanatory note deals with the different aspects considered by lenders in making 
decisions to lend money. 

1.2 	 Since commercial banks are a major source of lending for small-scale enterprises, an 
understanding of lending from the bankers' point of view is necessary for the Field 
Business Consultants, other staff members of the Mahaweli Business Centres and officials 
of Savings and Credit Societies formed under the MED project . 

1.3 	 Bankers are in the business of providing financial services. They exploit opportunities 
arising out of the availability of financial resources on one hand and the demand for such 
resources for investment on the other. This is called financial intermcdiation. 

1.4 	 Thus the resources at their command arise out of external liabilities mobi,'"ed at a cost. 
These funds arc mobilized mostly by way of demand, savings and time deposits. These 
resources are invested at reasonable levels of risk in , variety of ways to bring in an 
optimum income. 

1.5 	 Thus safety, liquidity and profitability constitute the major considerations in managing 
resources at their command. These aspects form the basis of portfolio management in 
banks. 

1.6 	 Under normal circumstances a substantial part of a bar''s investment portfolio comprise 
loans of different varieties provided under a multiplicity of terms and conditions. These 
terms would vary in detail depending mainly on the consideration and assessmert of a 
lending opportunity. 

1.7 	 Approach to lending, when considered as a lender's response to an investment 
opportunity will enable the Field Staff of Mahaweli Business Cuntres to perform their 
role effectively as intermediaries between banks and entrepreneurs. It would set the pace 
for the building up of a healt!-.,, relationship between lenders on one hand and clients on 
the other. Such a relationship would also assist in developing trust and understanding 
that would make loan counselling a lot more easier to cope with. 
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1.8 	 It must not be overlooked however that borrowing, though a very important source of 
funding, is not the only means of meeting capital gaps. Assistance to entrepreneurs in 
tapping alternative funding avenues may be an option which the field slaff may consider 
in appropriate circunmtanccs. Such sources would include relatives and friends, other 
sponsors, those who may join as partners, those who may invest as share-holders, 
assistance by way of grants and subsidies. Such a spread of equity is viewed with favour 
by bankers in view of' the resultant spread of risks. 

1.9 	 In looking at the bankability of capital gaps of sniall entrepreneurs, the considerations 
set out below form tie hard core of '.,lformation needed for credit decision making or 
appraisal of a credit proposal. I I a client has already worked ut his business plan this 
task will be relatively easy. 

1.10 	 The credit ccLiSion stage or the appraisal stage is a crucial aclivily ii, the sequence of 
lending. This sequence is sumiari/ed here so that ilhe ficld itaff will ue able to 
appreciate tie role of credit assessment in lc.ding. 

a) Identification of a borrower 
b) Credit assessment or appraisal and loan negotiations 
c) Making the credit decision or approval of a loan 
d) Offer of' teriis and acceptance of condition of a loan by the borrower 
c) Loan documeitation 
1) Release of funds 
g) Folloxw-up end rcpayment / recovery. 

The field staff should be conversant with these aspects. 

2. 	 Six basic considerations incredit assessmnenl 

Although approaches to lending could vary from institution to inslitution, there are a few aspects 
which are basic features in credit assessilet. 

rhese are set out below: 

a) 	 Who is Mhe Person who wants to borrow'.?(P) 

b) 	 What Amlount does tie borrower wliIil? ('.) 

c) 	 For what Purpose is the aildvance re(litre(l?(P) 
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d) What is the Earning capacity? (E) 

e) What are the Repayment terms? (R) 

f) 'W'hat Security is available ? (S) 

These could be easily remembered with the acronym 'PAPERS'. After all, 'papers' must be 
in order to take any decision ! 

1,9 	 reference would also be made to another approachthe process of elaborating these aspects, 
to credit risk assessment ie assessing the five 'C's in Credit: Character (willingness to pay); 
Capital (wealth of borrower); Capacity (ability to repay); Collateral (security if neces.,, ry) and 
Conditions (external and economic). 

The approach followed herein is to raise a key question, amplify it further, outline different 
aspects and issues that are relevant, and discuss ways adopted to resolve them. This document 
is not intended to be a manual on crediranalysis. Rather it is a guideline for Field Business 
Consultants (FBC3) working at the periphery to facilitate access to credit for small-scale 
enterprises. 

2.1. PERSON : Information about Ihe boiTower 

Who is the person who wants to borrow ? 

Answers to following aspects are helpfL1 in forming a judgment about the creditworthiness of 
the borrower. 

2.1.1 	 A client's personal information such as his name, address ( permanent and if 
temporary why?), location of busi.: ss, age, gender, educational background, 
experience, past and current dealings with banking institutions, income, extent of 
assets owned, and existing liabilities and solvency. 

2.1.2 	 Applicant's personal and entrepreneurial qualities would also be of concern. Such 
qualities are many and the lenders are aware that the ideal borrower possessing all the 
ideal qualities is hard to find. 
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2.1.2.1 	 Such traits would include honesty, reasonableness, capability, health, temperament, 
patience, courage, management capacity, and the ability to identify an investment 
opportunity to risk one's capital on it. These taken together are also referred to as the 
character of a person or the first C in Credit. 

2.1.2.2 	 This information is also helpful to form a judgment about the willingness of a client 
to pay back a loan. 

2.1.3 	 Some aspects referred to above which can give rise to misunderstanding between the 
client and the lender if handled carelessly are given below: 

2.1.3.1 	 Age: Very often problems crop up regarding age. Banks do not normally lend to 
persons senior in age ie. normally over 55 or 60 years or to minors who have no 
capacity to borrow. Actual age limit may vary from case to case. What is relevant 
is that a borrower should be in control of his faculties during the currency of a 
loan.'Mens sana incorpore sano' (a sound mind in a sound body ) is the normal rule. 
In situations when a proposal is otherwise in order bankers are known to cover risks 
arising cut of higher age by establishing a joint liability with another acceptable 
person, usually a member of the family. 

2.1.3.1.1 	Those below 18 years of age are treated as minors and are incapable of entering into 
contracts to borrow (except with special dispensation from courts). In such cases too 
joint liability is established sometimes with a person having the capacity to borrow 
with appropriate indemnities as in the case of student loans. 

2.1.3.1.2 	Age limitation may also arise as a result of ceilings imposed by a lender for a specific 
lending package like self-employment loans or start-up enterprise loans. 

2.1.3.2 	 Income: A borrower's present income is of main concern to lenders. In a situation 
where a borrower has not been known to a lender as a client ascertaining the income 
could pose a problem. In the case of small loans, local banks are known to obtain a 
certificate of income from a Revenue Officer. For project oriented loans this 
requirement may be relaxed in view of the assessment of viability of the project. 

2.1.3.3 	 Address of the borrower: This is another matter that could be of concern if the lender 
is meeting the borrower for the first time. When in doubt a letter of confirmation of 
permanency of residence is requested from a village authority. 

2.1.3.4 	 Liabilities: Verification of present liabilities and the manner in which a person has 
discharged liabilities in the past are of major concern to bankers in ascertaining the 
past track record. Prompt disclosure of this information, especially defaulted loans 
speaks volumes for the honesty of an applicant. 

When it comes to corporate customer traditional ratio and trend analyses are employed 
to judge the past performance. 
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2.1.3.4.1 	It is critical that information about existing liabilities and the plan for discharging 
same are obtained during initial discussions with entrepreneurs. 

2.1.3.4.2 	The terms of repayment of present liabilities including the interest payments have a 
direct bearing on the assessment of a person's repayment capacity of the proposed 
advance. 

2.1.3.4.3 	Necessary precautions to prevent diversion of funds to meet prior claims could also 
be taken using this information. 

2.1.3.5 	 Management capacity: A person's capacity to operate and manage a project is also of 
relevance here. While a full awareness of the technical aspects by the client is crucial 
in the case of very small projects, the capacity to manage a project assumes greater 
importance as the project size increases and demands for better maintenance of books, 
accounts, financial arrangements and marketing become greater. 

2.1.3.5.1 	Lenders are conscious of the fact that no matter what favourable position other 
indicators would show, good management is the main ingredient of a successful 
venture. FBCs too can ill afford to ignore this. 

2.2. AMOUNT 

What amount does the borrower want ? And in what form is it required ? 

Is it long, 	medium or short term, or by way of a loan or an overdraft? or a combination of 
these? Will there be a need for additional credit requirements like discounting of bills, opening 
Letters of Credit for imports of raw materials etc that would increase the total liabilities? Has 
this person already borrowed for the same purpose ? 

2.2.1 	 Thus the consideration of the amount is a critical aspect for inquiry. 

2.2.2 	 The intensity of analysis could vary according to the size of the advance. There is 
though a quirk in finance that the larger the advance the easier it is to get! 

2.2.3 	 Main Considerations: The main areas of concern in dealing with the amount will be 
the following: Is the amount adequate to complete the project? Is it in excess of the 
actual project requirements? Is it too high in proportion to the client's contribution? 
Is the client's contribution sufficient to sustain his interest in the project? Has 
provision been made for contingencies: Is the amount within the approved exposure 
limits? These considerations are referred to as the second C in credit ie Capital. 
Lenders would like to ensure that adequate funds are available to complete a project 
and that cost over-runs are well taken care of. 
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2.2.4 	 Methods of determination: InI project loans [he amount of loan is determined by 
subtracting the equily and external funding from the total project cost. The main 
components of project cost are Start-up costs: Capital Costs and Permanent Working 
Capital. The section dealing with the financial plan of a Project Report will also be 
indicative. 

2.2.5 	 Another important financial tool to determine the amount is tileCash Flow statement. 
In a Cash Flow statenlent prepared without including the proposed loan, the highest 
debit balance will normally be the amount that will be required as the loan. 

2.2.6 	 In normal commercial lending, banks would prefer to limit their lending exposure to 
about 50 / 60 percent of the project cost. In development-oriented lending the banks' 
stake may go even lipto 70 / 80 percent dle)ending on the viabilily of the project. 
In dealing with very siall project-oriented loans development-orientcd banks even 
treat a person's technical skills as to tile When a bank'shis contribution project. 
perception of risk involved ill a prol)osal is high a lower proportion of the total oullay 
is preferred as aIloan. 

2.2.7 	 Another factor that would have a bearing on tile amount is the type of security 
offered. Banks are more conforlable with readily encashable securities. Higher risks 
are sometimes covered by calling fOr higher value securities. 

2.2.8 	 Another aspect that will have a bearing on the al1oulit is the extent of delegated 
authority of tile manager to approve loans. .oans within a nanager's authority are 
more expeditiously dccided upon than those that will have to be sent up to higher 
authorities. 

2.2.9 	 Type of advance is another aspect that is closely linked to amount. Banks provide 
credit facilities in several ways. Some of the common forms are loans (short, 
medium, or long), overdrafts and discounting of bills. Overdrafts are normally 
payable on demand and subject to review annually. As such normally only the short
termworking capital requirements are provided by ihis means. rhis may however not 
always be the case. 

2.2.10 	 There is also the facility called tile Temporary Overdraft or the OD which is very 
-popular 	 amongst entrepreneurs. This facility is normally intended to meet 
requirements of a very temporary nature usually for a few days or a few weeks. 

2.2. 11 Very often for large facilities-banks prefer to provide a package which would include 
most of these types of facilities. 
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2.2.12 Finance for fixed capital purposes are normally extended by way of long or medium
term loans. Financing for permanent working capital may also fall into this category. 

2.2.13 Sometimes after a review of a loan request a 
reformulated to make it a bankable proposition. 
size, rated capacity etc. 

bank may suggest that a project be 
This could involve reducing the unit 

2.3. PURPOSE 

For what 	purpose is the advance required? 

2.3.1 	 Assistance is very often sought because the client's cash resources are, or estimated, 
to be insufficient to carry out his plan. 

2.3.2 	 Reasons for borrowing could be many. It could be for personal use, or for setting up 
or expansion of a venture. Utilization purposes could become more and more 
blurred as the amount borrowed becomes sma!ler mainly due to fungibility of money. 
Misuse of funds can adversely affect the repayment capacity and misdirect scarce 
resources. Hence the relevance in verification of purpose and end use of funds. The 
contrary view is also prevalent that so long as the repayment is ensured, detailed 
verification of utilization of funds is unnecessary. 

2.3.3 	 In dealing with the purpose aspects such as, the business environment, the outlook for 
the kind of investment proposed and the life cycle of a product are of relevance. This 
brings us to the fifth C in Credit, ic. Conditions. Analysis of lending portfolios of 
banks show that during periods of turbulence the lending diminishes while investment 
components expands. A banker is sometimes comp-red to a person who lends an 
umbrella 	when it shines but recalls it when it rains! 

2.3.4 	 Requirement of funds would include purposes such as for start-up, expansion of fixed 
assets, relocation of an enterprise, or for working capital of different types, as 
permanent, seasonal or for expansion purposes and bridging advances to meet urgent 
commitment pending finalization of an approved term loan. 

2.3.5 	 If the purpose is investment in a project or business, relevant details of project 
viability such as marketing, technical, financial, management and economic aspects 
will have to be ascertained. A scrutiny of Business Plans, Project Reports, Cash 
Flow, Profit and Loss, and Balance Sheet estimates would be relevant. 
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2.3.6 	 In dealing with the purpost it should be noted that many banks have developed 
purpose-oriented loan schemes. F:umiliarity with such schemes in operation in local 
banks will be IIseful as lending terms such as interest, repayment period and security 
can vary according to purpose. 

2.3.7 	 Normally speculative purposes and Co:iSumption purposes do not receive priority. 

2.3.8 	 Field staff should aiso be conversant with the concept of exposure limits. Often both 
the general monetary policy guidelines and internal lending policies fix certain limits 
in terms of the overall percentage of l.ending/ Investment ratio; Sectoral lending ratio, 
Regional ratio; Individual exposure limits etc. lhese could vary from bank to batik 
and would depend inter-alia on the quality of portlfolio management of each 
institution. 

2.3.9 	 Risks in non-conformity with the declared purrposes are covered by loan conditions, 
release of loans in stages, direct payments to supl)liers of' raw materials, equipment 
etc and fllow-up. 

2.4. EARNING CAPACITY 

What is the earning capacity'! 1:rom what sources will the loan be repaid'? 

A realistic assessment of repayment capacity is the lmo;t crucial aspect of lending. 

2.4.1 	 It is the normal cxpectation that when an investment is made wilh borrowed funds the 
surpluses generated must be adequate t pay back the loan and interest in addition to 
the profit to the entrepreneur as his reward tor tie risk taken. 

2.4.2 	 The ability to repay a I oani alone will not be adequate. Rather tie investment should 
be capable of generating adequate surplu, s to permit [lie entrepreneur to continue in 
business. These considerations are referred to as the assessment of the repayment and 
debt capacity and reminls uIs ot the third ( in cedit ie Capacity (Ability to pay 
back). 

2.4.2.1 	 The quantum of repayment includes both principal and inlcrest. 

The actual repayment quanuIl would vary according to the basis of interest 
calculations. 

53 



GUIDE ON SAVIN;S AND (RDIT" SOCIlFTIS 

2.4.2.2 	 Two cOmlmol loan types are Block Loans (BI..) and IFied Instalnient Loans (FIL). 
In the case of BILs the interest comlpnent is calculated and recovered separately from 

the recovery of the instalment of the principal. The anmount that should be repaid out 

of the principal is obtained by dividing the principal by the repayment period. The 

monthly interest is determined by applying the interest rate to the amount outstanding 

from the principal. The sum of both colstitute the monthly amiount payable. 

2.4.2.2.1 	This method (MI-) results in the borrowers having to pay a larger instalment (more 

interest than principal) during tileinitial period of a project. This is perhaps the very 

time when concessions are warranted. 

2.4.2.3 	 The second method is the Fixed Instalment Method. Under this method a fixed 

amount which would covers both the principal and interest is paid by the borrower. 

This figure is ascertained by reference to an Instalment Table or by applying the 

relevant forlmulIa. Sin1ce this almu int includes both intelest and principal, interest 

payments during a grace period (period when ;alexemption is allowed for payment 

of the principal) will have to be calculated separately. 

2.4.2.3.1 	Thus both the deteruination of the appropriate interest rate and the methods of 

interest calcllation are of rclevance in ascertaining tie repayment capacity. Indealing 
with the interest rate, ICs inust be conversamt with the different interest rates 

charged in the variotlS locall'ices by the relevait insituttions. While directed credit 

programmes have special rates others are based oil market rates. In determining the 

interest rates some of the more imlportalnt gcneral aspects that ire taken into account 

are the interes! paid for deposits and b,,rrowings (cost of funds); overhead costs of 

the institutionl; provisions for bad deits and the profit margin. The rate decided finally 

will however be sut)jcCt to dictates of market forces. 

2.4.3 	 A traditional method of asseSSmCnt1 Of repaymlent capiacity is the balance sheet analysis 

including accounitilg ratios and treild analyses. Good past ierforlance however is 

no guarantee of tgood itlre lerformlnce, espcecially wh.'n it comes to lending based 
on future incomes. 

2.4.3.1 	 While the break even (B/Il) anal sis, and l)cht Service Cover Ratio are useful tools 

to assess the overall carning calpaicity, the C15i [ml,stalcin,'mt will. in addition, be 

helpful iiiaking the actual recovery schcdulc-. 

2.4.3.2 	 Break-even charts (luly adjusted itoslow wel)iralt'ly the 1/I- lcvels With and without 
loan repaymcnlt, hiigllighting the higlher WEi lCvel required to service debts will be 

illustrative. While ligher B/L leels for debl servicillg would indicate a relatively 

riskier iosition showing a prolecls" \iilneratlit to price, ctLS and income 

sensitivities, lo\cr 1/I - Ic\ls WOUld Make tie case for lendini stronger. 
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2.4.3.3 	 Cash flow statements plotted on a monthly basis for the first thenand second year, 
annually thereafter for the next live to ten years as the case may he depending on tile 
project size, is another useful icatsure of repayment capacity. This statement will 
also indicate the seasonality of income flows, and periods when temporary borrowings 
will have to be resorted to or additional capital intused, to cope with seasonal 
demands and other capital needs. Determination of f'requency of' recovery (monthly, 
quarterly etc) is another decision which can be based on thi. statement. 

2.4.3.4 	 Debt Service Cover Ratio isanother yardstick Irequently used in development lending. 
This is the ratio bctween amontLI (lhc by way of Ioan plus interest and the cash 
accruals available to pay back. A ratio of two ur more times is considered to be safe 
for small and ncditm si ic loans. I',,cn lower ratios are considcrcd for very large 
facilities. 

2.4.3.5 	 It would be noted that the basic approach in these yar(dsticks is one of comparing tile 
amount payable with amount avaikble f'or paynclit, ic. surplus.tile 


2.4.3.6 	 Lenders are usually not satisfied with a mechanical comparison of Slperficial data. 
They would critically assess tihe atmount available for payment. They would examine 
factors that would lead to non- fbIlIlllmcnt of these Cstintes and also any prior and 
more pressing claims that may have to be met belore loan repayments, thereby 
reducing th surplus available. 	 surplusAfter assessment of tiese negative factors tile 
available 	will be disc tetCd by a CLrtain factor. The real comparison will be with the 
duly adjusted figure. 

2.4.4 	 Another yardstick which can be used in assessing very small ventures such as self
employment projects is the Return to lIbour Ratio. This will indicate the daily / 
hourly return for the use of' sell labour. Ihis whc compared to market rate for 
labour will be a gtide to decide what is more financially rewarding. 

It will also show whether the surplls is an adequalc incentive for the borrower to 
meet repayment obligations regtlarly. 

2.4.5 	 Repayment obligations of allexistiag debt is another aspect that will not be ignored. 
If the existing debt is to the same institution sonctimes the balance due from the 
previous loan is deducted from the new loan. If"it is shown that tilerepayment 
capacity is a(equate to contillUa repaying both loans then tie new loan will be treated 
as an additional loan. In proect financings recovery of a previous loan from tile 
proceeds of a project loan could seriously impair the viability of the project. 
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2.5. REPAYMENT TERMS 

What are the repayment ternis proposed ? 

Repayment terms would include such aspects as period of repayment, frequency of payment, 
determination of a grace period if any to commence repayment, mode of recovery- ie. Block 
Loan or Fixes Instalment ILoans and interest rate. 

2.5.1 	 The assessment of tile carning capacity enables a lender to determine both the period 
for which an advance could be considered and the time to commence repayments. 

2.5.2 	 The second factor that determines the repayment period is the life of the project. The 
repayment period cannot exceed the life of the project. Machine life before major 
repairs is of critical importance in the case of' equipn'.lt. If an enterprise is run in 
a rented or leased premises tile period of such oCCIIpI)'ion will also be of concern to 
the lender. Normally the rent or lease agrecieit , ill have to be two to three years 
in excess of the repayment period. Sometimes even duuble the period is looked for. 
Such excess marginal periods arc sought ill order to co\er long periods of litigation 
that may follow in the event of loan default 

2.5.3 	 When should the loan payments commence is another relevant aspect. This raises the 
Iucstion of a grace period for loans. 

Very often it is only after some time has elapsed that a project will start generating 
adequate surpluses to pay back the priticipal. Initially even the payment of interest 
could be diffictull. Allowing grace periods upto about three to six nionths is not 
unusual for small-development oricnld loans. "1To Iee this situation sonmetimes 
development banks include initial interest repaymenls as pre-operative expenses under 
capital cost of' a project. 

2.5.4 	 Two simple tectin iques which have already been referred to above which could be 
profitably eintp)loyed to atscertin the cominnricciiiemt, I'requency and duration of 
repayment arc 1) Ircak-ecvcn analysis and 2) ('ash flow statement. 

2.5.4.1 	 Two B/1- charts, ore showi g tile cost, with intcr st and another with loan instalment 
as a part of fixed cost will indicate: 

1. When interest repayltlCl is possilblc? 
2. When instalment repayment is pmsible? 
3. Vhat is the peirmissible grace period ' 
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2.5.4.2 	 A Cash flow slatement with the loan instl inent included (from the month when 
repayments are possible) with the surplses generated would enable a lender to 
ascertain the repayment period and the frequency of rel)ayment. 

2.5.5.1 	 It should be noted thai banters are given to use these tools taking into consideration 
aspects such as: 

(a) The 	broad repayment terms allowed under general loan policy guidelines 
(b) The discretionary authority given to individual officers to approve loans 
(c) The 	type of security offered. 

It is a common practice in some banks that advances wilh longer periods of repayment 
are referred for approval to higher levels. 

2.5.5.2 	 While some define loans with repayments 1l)to 60 montlhs as short term the normal 
period would range from a few weeks to 36 months. ILons secured by guarantees of 
persons andImortgage of'novablc property usually fIall into the latter category. 

2.5.5.3 	 Medium-term loans are usually those with repayment periodls ranging from 36 months 
to 84 months. Some treat loans tJlto 120 ,nonths as mIediumIm. Most loans falling 
under this range are covered by mortgage ofixet assets. Such loans are usually 
referred to higher I,.vels of' authority for approval. 

2.5.5.4 	 Those loans with repayiment arrmngemicnts cxcedimlg the alov'e limits are treated as 
long-terim loans. Such advances usually are secured by inmnovable and other fixed 
assets and are approved by officers of higher levels. 

2.5.6 	 While these are normal commercial termi,, exceptions are made when it colles to 
loans given under development loans set emces which are often coupled with 
interventions through refinance and guarainte arrallgemienlls. 

2.5.7 	 Lenders are not satisficd with only the assessme t oF' repayment capacity of a project. 
They ineviti;bly ask the "what if question'. 

If the project fails whlt alternatlivetavenucs arc there to recover the debt? This brings 
us to the question of security or collateral or the 'otrlhC in Credit. 
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2.6. SECURITY 

What is the security offered to secure the loan ? 

2.6. 1 Banks, unlike some other lenders, do not Iclnd against security. They lend to a client. 
Their approach to security is conditioned by several tactors. Security is expected to 
ensure liquid ity ot Iinds lell. It acts as a secondary source of repayment. It 
redresses the dishalhance betw,'een the client's owln stake in tlie enterprise and that of 
the banker. It raises to a very high level the priority of repayment of bank loans. 
Lastly it also assists in raising ftdMs without actually disposing of' assets. This does 
not mean that hlankers would always look for security. IProvision of tnsecured loans 
to well-known customers with good track records is coinmnon ill baiks. When it 
comes to pro ect -ori ented loans conllfiing security to iacharge on project assets is lot 
unulsual. 

2.6.2 	 Some of the important aittrihutes th:t ballks look toi ill dccidilg the acceptability o., 
security are rcaly rcaliaiilitv. adequacy ill Collarison with tile amoullt ot the 
advance, and legal acee')tability. 

2.6.2.1 	 Ready rcaliability would imply the banks' aibility to sell in case of need without the 
active support of the client. Bankers \would also avoid taking secturity of assets with 
unfamiliar and uncertain market situations. Realivability also warrants thlt security 
must be complete and ill saleable condition. 

2.6.2.2 	 Another consideration i:s the adequacy of' security. Ideally, security must be adequate 
to realise the loan ;nd inters iil ,i f'orcd sale Of' security. I.oan and interest accrued 
call very olten be more than [le origiial eCoillilmlent ill a del'aulted sitatioll. 

Market conditioiis could be advcisc t the tiltc of' le. 'thcs considerations prom)t 
lenders to take security to Cx-ced lie possible highest Iorrowing by a suitable margin. 
They also ccount Or the cmiiscrviti ve al)lro;tichel"of aks to \ aluattion of prol)erties. 

What lenders look for is iot oly' the cirILt maliirkc value e'f security but also the 
'lturc 'Orccd sile ah_. 'Iliir valhiatiois arc usuailly kept coillhdentially. Often the 
services of lL 'l"sitlol~s are smnhil bv \\a of ai secild opillioll when iets in 

que tioli are larc. I oaus which irc coVlCd y about 50)/00 , of the value of 

secuirity is assd by the aik are clnsired aRtCt'IttCly secured. lhc dilftcreice is 

rtlerretl to is the mma mriot security. Ili d le.hl)lllCet-oriCllt'd p)ricct letidii , alld ill 
iiport / 	 Xptoit l 'llitiess tlhese llariiis a1rc of'tLn illli l ohw r. 

2.6.2.3 	 T[he third ilrtulniit 'posect o security is its legal validity. ho cisire ti is, banks insist 

onl acceptable and malrketable title to ile ;asct imnvolved. Ill the case cd;imm vable 
property this is eisurcd by the examinatiou of' title by their lawyers. Some lenders 

58
 



GUIDEI ON SAVINGS AND CRIt)IT SOCIlilS 

accept title insurance instead ofl title investigati Ilncase of'IlOrlgge1.f ioimmovable 
property. )octunentation of relevant loan papcrs and sectirities omist be legally valid 
and enforceable. This entails that bclOre the releasc ol ;aiadvance to the borrower, 
condition such ias the following will have to be coinplied with: statmlping of doctiments 
according to revenue laws. notarild exccution l'certmin types ol mortgaoe documents, 
registratioi ol docuinelts in tileland registry and other registries a0d extraction and 
filing of registered folios. 

2.6.3 	 Securities normally acceptable to banks irclude the ftollowing:, 

2.6.3.1 	 Immovable properties like factories, real estale and housing. 

2.6.3.2 	 Movable properties like machinery, vehicles, equipment, stock in trade, fixtures and 
fittings and work in progress. 

2.6.3.3 	 SI 4res o1 qtnoild coi)aiies aind Government sctinrics like boIlds and treasury bills. 

2.6.3.4 	 Insurance policies and deposit balances. Kanks usutlly lend ipto about 90% of the 
surrender value o1" an insurance policy. PlcCnt,.''agC o1 lending, against the assignment 
of fixed and .avi tgs dCptosits is abot0l same.tile 


2.6.3.5 	 Security of movable l)rl)eCrties is otleti couled with guarantees of" individuals. 

2.6.3.6 	 Guarantees o1 persons is another form o1 security. The basis of acceptability of a 
person as a guarantor is thtt soch ;Ipe rson shoul have the legal capacity to guarantee 
and be able to lect the obligations of the borrower if the littlerfails to pity. When it 
coties to small (l'veloptll t loan however, gtiaralce of t itietuber of the family is 
sometimes considered by some lenders, mire to ensure tlie cotinuity of the project 
than to back tip the loan. Issues relating to age discussed earlier are relevant in 
dealing witlt acceptability of guarantotrs iswell. 

GENERAI: 

Though these six aspecls would cover most of the areas of" consideration in credit 
decision making yet there arc several mliior aspects which FIICs will get familiarized 
as they grapple with day to day Iledirg operatiots of bainks. 
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D.7 	 PROJECT APPIROACH 

ASSESSMENT OF: A. Borrower 
13. Project 
C. Risks and risk cover 

A. 	 BORROWER 

main aspects: 

1. Experience 

2. Background 

3. Character (willingness to pay) 

4. Capacity (ability to pay) 

5. Capital (ability to survive) 

6. Previous record of meeting obligations 

7. Management capacity. 

B. 	 PROJECT VIABILITY 

Main aspects: 

1. 	 COMMERCIAL 

Product/out look 
Market justm- itlion 
Demand 
Supply 
Distribution
 
Price (cx faclory retail)
 

2. 	 rECHNICAl. 

Product product mix 
Manufacturing process 
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Plant size
 
Technica! arrangement
 
Selection of plant and mach inery(p&n)
 
Procurement of plant and machinery
 
Plant layout
 
Location
 
Technical aspects of:
 

Land, buildings, plant and machinery and other fixed assets 
Raw materials 
Labour, 
Utilities, electricity, water, access 
Environment/approvals 
Project implementation schedule. 

3. FINANCIAl.: 

a) Cost of the projcct
 
b) Production plan
 
c) Financial projections
 

c i. Profitability estimates 
c ii. Cash flow estimates 
c iii. Momthly profit and loss statement 
c iv. Projected balance sheets
 

d) Analysis and justification
 

a. 	 Cost of project: 

(1) Land and site development 
(2) Buildings 
(3) Plant and machinery 
(4) Vehicles 
(5) Other lixed assets 
(6) Preliinina , and pre-operative expenses 
(7) Provision for contingencies 
(8) Permanent working capital 

* 	Raw iaterials to maintain production as 
planned (based on norms) 

* 	 Work-in-progress 
* 	Stock of finished goods 
* 	 Receivables • 

ILess trade credit available 
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(9) 	 Total project cost= (I) jo (8)
 
means of financing
 

(10) 	 Equity and accruals 
(11) 	 Other contributions 
(12) 	 Loan capital 
(13) 	 Financing plan = (9)=(10)+(1 1)+(12) 
(14) 	 Loan instalment= (12)/repayment period 

b. Production plan 

Production capacity (quantity)
 
Capacity utilization (%) monthly/annually
 
Production quantities (numbers)
 

c. Financial projections 

c i. 	 PROFITABIlITY ESTIMATES 

(1) 	 Rated capacity 
(2) 	 Capacity utilization 
(3) 	 Number of working days 
(4) 	 Gross sales revenue 
(5) 	 Less Business Turnover Tax 
(6) 	 Net sales revenue 

VARIAI3I.E COST 

(7) 	 Raw material cost 
(8) 	 Direct labour 
(9) 	 Power and fuel 
(10) 	 Other variable costs 
(11) 	 Total variable cost = (7)+ (8)+ (9) + (10) 
(12) 	 Contribution = ( 11)-(6) 

FIXEl) COSTS 

(13) 	 Factory overheads and expenses 
(14) 	 Administrative expenses 
(15) 	 Selling and disiribution 
(16) 	 Interest on short-term advances 
(17) 	 Fixed cost = (13)+(14)-+(15)+(16) 
(18) 	 Net Profit before depreciation and interest on long term loans 

(6) - {(I I)+(17)1 
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(19) Interest Oin proposed loan 
(20) Interest on other long-term loans 
(21) Depreciation 
(22) Net Protit before tax (18)-(19)-(20)-(21) 
(23) Taxation 
(24) Net Profit after tax = (22)-(23) 
(25) Loan instalment (principal) 

Ratios 

(26) Net profit to sales ratio = (22)*(100)/(6) 
(27) Return on investment = {(22)+(19)+(20)} (100)/total project cost 
(28) Break Even Point on sales = {(17)+(19)+(20)+(21)+(25)} * (6)/(12) 
(29) BEP/qualltity = (28)/SELLING PRIC
(30) t)ebit Service Cover = 1(24)+(19)+(20)-+(21)/(19)+(20)+(25)} 

note: 
•= multiply: / - devide 

C i Cash flow estimates (columns by months/years) 

Budget/actual 

" Inflows 

* Cash accruals
 
" Equity
 
" Term loans
 
" Short term loans
 
" Other inflows
 

Total inflow 

" Outflows 

" Capital exl)enlditure
 
" Expansion
 
* Increase inW C 
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* 	 Loan repaymeLnLts 
* 	 Dividends 
* 	 Others 

Total Outflows 

* 	 Opening Balance 
'su'rphi s 
Closing Balance 
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CASH FLOW FORMAT (With/Without loan) 

Name of Enterprise Datc: 

Production (In units) 

alarl 
Up 

Month 
1 

Month 
2 

Month 
3 

Month 
4 

Month 
5 

Month 
6 

Month 
7 

Month 
8 

Month Month 
10 

Month 
11 

Month 
12 

1 
yr 

2 
yr 

3 
yr 

4 
yr 

5 
yr 

S:ile, fil unis) 

Cash lmt" 
Saic, 

Ohcrat 

rom00 

Ot hc r i:;vcst ment s 

Lon,t 

C a lIi__t. 

St:ir Up 
'arit ahlc c is 

Ft swd c,)%t iftfio 

ttittioce cost 

La:n totercstl 

T I:J cash ,,tlos,,.L,.-
Opcnt Cash 

sutrplushI 

_____"--'--". .",T'.1cI 
.__ 

I 

I 

-

ba~ance 

CASH FLOW :* 
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1tidii-'LC A\ I L 1Atli.l Iti c Actual 

OPENING BANK BAL.ANCE 

(A). 

In Credit 

Overdrawn 

RECEIPTS 

Cash from sales 

Cash from debtors 

Other receipts 

Sale of assets 

Capital 

Rebates /Subsidies 

TOTAL RECEIPTS ill) 

PAYMENTS 

Paymn ts to supplicrs 

Cash purchses 

Drawins 

Wages/salary 

Other payiients 

Tax payme ts 

Rent/ralc 

"rranmp|ori 

Ilealing/lightimg/ilioinc 

Packagmg/stat oncry 

.ofessim:l fecs 

Capital cxpcnditu r/I IPlea sgm 

Intercesl/ank cha rges 

Payncitl ti uu,'twirkcrs 

TOTAL P3AYMIFN'IS 

CLOSING 13ANK 

t1l - t(C)BAI.ANCEI:A) 

It credit 

Overdrawn 

AGREED OVERDRAFr 

* Alternative format. 

_C) 
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c iii. MONTHLY PROFIT AND LOSS 

JAN FIB/NOV DIEC TOTAl. 
FORIECAST/ACTU A I - .. FORICAS'T/ACTI IA I. FORIFICAST/ACTU AL 

SALES (1) 
less Cost of Sales 

Purchases 
Labour
 
Other direct costs 

TOTAL(2) 
GROSS PROFIT(3) = (I)-(2) 
less Overheads 

Rent and Rates
 
Heating / Lighting
 
Telephone
 
Fees
 
Depreciation
 
Salaries
 
Other Overheads
 
Interest
 
Others
 

Total(4) 
plus other income(5) 

NET P'ROFIT (6) = (3) + (5)-(4) 
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c iv. BALANCE SHEET FORECAST AS AT ..... 

ASSETS
 
FIXED ASSETS
 

Freehold Property
 
Leasehold Property
 
Office Equipment
 
Vehicles
 
Plant/Machinery
 
Others
 

TOTAL FIXEID ASSETS (I) 
CURRENT ASSETS 

Cash in hand/bank
 
Stock
 
Debtors
 

TOTA. CURRENT ASS I-S(2)
 
TOTAl ASSETS =(1)+(2)
 
LIABILITIES
 

CAPIrAL 
EQUITY 
Profit & Loss 
TOTAL CAiITA .(3) 

LONG/MEIDIUM TERM LIABILITIES 
CURRENT ILIABILITIES 

Overdraft/loan 
O.ier Creditors 

TOTAL LIAIBILITIIES (4) 
TOTAl. CAPITAl. AND I.IABII.ITIES=(3)+(4) 
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4. 	 ECONOMIC ASPECTS 

* 	 Local raw material usage
 

Employment/laour intensity
 

* 	 Export or imniport substitution 

5. 	 MANAGEMI-NT ASPIICTS 

* 	 Qualities of entrepreneurship 

* 	 Organizational aspects 

* 	 Quality of scnior mianagement 

ANALYSIS AND JUSTII:ICATION
 

Summary of analysis results and the rcasons for supporting the project.
 

C. 	 RISKS AND RISK ('OVER 

RISKS: 

" Inherent risk: ont' producl
 

" Dependence on future events
 

* 	 High debt/equity ratio 

* 	 Relaxed security 

Types of risks 

(1) 	 Pre-operativc 

* Tech inical/colnst ruction 

* Ti 	 ng/ Iinaiclcial 

* 	 )esion/assuIptions 
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(2) 	Operational 

" 	 Raw material: availability, cost 

* 	 Production risks: technical, design, process 

* 	 Commercial: demand, price 

* 	 Social/political: taxes, duties 

* 	 Financial: shortages. misuse, withdrawal 

(3) 	External 

* 	 Sectoral 

* 	 Envirolmental 

* 	 Policy changes 

* 	 Product life cycle 

Forms ot' risk cover 

" 	 Study viability (including review of 
assumpliols ol estimates and sensitivily studies) 

* 	 Modify )rt)jccL 
* 	 Determinc equity hascd on risk assessment 
* 	 Release ftmds ill stages 
* 	 P2',' directly for procurmentls 
* 	 Consider secondary source of repyllmnllt 

(Security) 
* 	 In1SUre assels I/ailmlc 
* 	 Specify loan conditions 
* 	 Folklow ul) bascd on implementation schedule 

Profitability/casli flow estimates 
* 	 Provide counsellin, 
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D.8 BORROWERS' RISPONSIIBIL!TY 

* 	 To convince the bank to invest funds by demonstratillg the ability to implement tie 

project and repay 

* 	 To conform to terms and conditions agreed upon 

* 	 To submit intormation 

* 	 To conform to repayment terms 
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CIIAIYIER 6
 

ACTIVITY IV - FOSTERING TIlE GROWTII OF THRIFT,
 
SAVINGS AND CAPITAL
 

OBJECTIVE: To understand the role of the society in facilitating the mobilization of rural 
savings and the development of a rural financial market 

OUTLINE: 

A. Tasks
 

i,. Guidelines on preparing savings plans
 

1. Savings plan for members of a society 

2. Framework 

3. Savings plan 

4. Member's savings plan 
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GUIDL ON SAVINGS AND CUfiI)IT SOCII'TII"S 

CIIAIITR 6 

ACTIVITY IV: FOSTERING TIllE: GROWTH OF TlRII" AND 
SAVINGS AMONG MEMIBERS 

A. TASKS 

* Arrange a savings plan for every member. 

* Assist in opening hank accounts by members. 

* Facilitate making members' deposils in balnks. 

* Maintain memorandum records of members' deposits in banks for monitoring. 
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B. GUIDEILINES ON IREPARING SAVINGS PLAN 

1. SAVINGS PLAN FOR MFMI3ERS OF CRlil)IT AND SAVINGS SOCIETIES 

The importance of mobilizing savings as a straicgy for a sustainable micro enterprise programme 
needs no emphasis. 

Its relevance for the growth and expansion of micro enterprises should be recognized by the 
officials and members of newly-formed societies from the very incej)tion. Ifence its'inclusion 
. one of the preliminary steps in forming Savings and Credit Societies. 

2. FRAMEWORK 

In introducing and adopting savings programmes for mcnbers lhe fbIllowing broad framework 
could be followed: 

1) SchetnL s selected need be adopted by all Inciii hcrs.'lhrc aId-lioc programnesiter o'utld I-, 
to suit the needs of individual members. 

2) Schemes Inust be simple and casily iinderstoodl by iliinhenr,. 

3) Being voluntary programmcs there :;hotld be i)roviioii for flexibility in implementation. 

4) I)uring the first phase of the MI) crcdit rgrtamlim itsociety will mot functionl as a 
centre' for custody anid storage of' savmgs nmohili/ed. Rlcr, atsocicly will act 

cash 
itsall 

intermncdiary. 

Accordingly the acuiIal deposit of" s;iniigs o an1 individual mnimber s.,hould be in a financial 
insfitution il lnalCcotLt in the nim11e of ie iiCillnber. 

)
The society could assist in sich wivya,inlroim'iiig Ime account, oliatiaiii, and filling forms, 
facilitate in making deposits, finctloniilg as tfocal point for ofllcials of financial institutions to 
imeet members of the society, maintaiining nomin, memorandum :'c,,.:nls of' memibers' savings 
plans for follow up,etc. 
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3. SAVINGS PLANS
 

Some of the approaches to developing o; adopting savings programmes are given below:
 

a) 	 Adopting schemes prex.ntly in operation it: financial institutions
 

Some of the well known local schemeS are:
 

* 	 Savings )eposits; normai savings, contractual savin., e g. Investment Savings 

Scheme of the People's Bank 

* 	 Fixed or time deposits; normal, interest paid tip front etc 

* 	 loney market dclposits for short periods 

* 	 Certificates of depoits, i.e. negotiable, unnm,11iled and (numbered) savings. 

In selecting a particular institution or plan, aspects such is easy and close access to the 
imostitution, quality of service provided, reliability, case of wilhdrawal, interest paid and 
availability of credit !acilities linked to savings are important. 

b) 	 Facilitating i,;'ormnal group s,wings schemes: 

A well known informal arrangcmCnlt is the 'SCettu' under which fhe contributions of 
a group are pooled and used by melbers on rotation based on an agreed plan. 

c) 	 Linking savings Ito loans obtained frot banks 

This 	type of savings is widely practiced in certain counlrics. 

Under this arrangement a smial percenlage ofI li oan Iv.ken from an institUtion for the 
enterprise is set apart is savings. \Vhen the loan is fully paid thatl portion remains a 
net saving. 

d) 	 Savings hnaked to turnovc of the enterprise: 

Under this arrangement a small pcrcentage ot the daily, weekly or monthly turnover 
of the enterprise is regularly deposited in a savings account to meet !he payment of 
loan instalments on the due (kite. 



GUIDI: ON SAVINGS AND CIFDI') SOCIFTIIS 

e) Goal-oriented savings: 

Savings plans could be based on meeting specilic targets, sutch as purchase of 
equipment in duC course or repayment of loan instalncnts. Equity or margin 
requirements for acquisition of capital assets is ",'iothcr reason for building up savings 
as credit institutions normally finance only tip to about 60 to 75 % of the value of 
capital equipment. The balance should be met by the entreprcneur. 

f) Investmcnts 

It must not be overlookea that savings through deposit expansion though effective is 
not the only way to save. Ploughing back the surpluses to the business and 
,ivestments in liquid assets are other familiar al)proaches. 

Field staff could discuss these options with the society and guide them in 
recommending savings plans for their members. 

4. MEMBERS' SAVINGS PLAN 

Once individually decided, such individual ipmns could be aggregaled into a single programme 
and adopted by the society as the members' savings plan. 

The society should assist the members in the implementation of the plan, maintain informal 
memoranda notes of progress, review the position and take appropriate action. 
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CHAPTER 7
 

ACTIVITY V - ASSIST IN PROVIDING MARKETING AND TECHNICAL
 
SUPPORT TO MEMBERS 

OBJECTIVE: 	 TO UNDERSTAND THE ROLE OF SOCIETIES AS A FOCAL POINT IN 
FACILITATING THE PROVISION OF 7ACK UP SUPPORT TO 
MEMBERS 

OUTLINE: 

1. TASKS 
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GUIDE ON SAVINGS AND CREDI'I SOCIETIES 

CHAI'ER 7
 

ACTIVITY V - ASSIST IN PROVIDING NIA IFTING AND
 
TECHNICAL SUPPORT TO MEMBERS
 

TASKS 

* 	 Assist field business consultants in identifying technical support required by 
members and arrange ad-hoc training programmes with help of MED field staff 

* 	 Act as a focal point in providing technical information to members. 

* 	 Assist MED field staff to assess marketing requirements of members. 

* 	 Facilitate marketing of members products. 

* 	 Foster linkages between member producers and large buyers both local and 

overseas. 
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CHAPTER 8
 

ACTIVITY VI - ASSIST IN DEVELOPING SOUND BUSINESS
 
PRACTICES AMONG MEMBERS
 

OBJECTIVE: To understand the role of the society to facilitate the development of sound 

business practices. 

OUTLINE: 

1. Tasks 

2. Preparation of a business plan 

Outline 

Preliminary decision
 
What is a business plan?
 
Why spend time to prepare a business plan?
 
Who should do the business plan?
 
Period of the plan
 
What should be in a business plan?
 
Summary of the plan
 
Past performance
 
Description of the enterprise
 
Marketing and sales plan
 
Production plan
 
Financial plan
 
Management of the business
 
Supporting annexes
 
Phases of plan preparation
 
What lenders look for in a business plan.
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GUIDE ON SAVINGS AND CREDIT SOCIETES 

CIIAIYl'ERt 8
 

ACTIVITY V1 - ASSIST IN I)EVE0,OPING SOUND BUSINESS
 
PRACTICES AMONGST MNIMIRS
 

TASKS 

" Facilitate maintenancc of 'bok-keeping and other records by members. 

* Encourage sound ioney-man.gement practices. 

* Promote cost-effective and market-oriented approaches to enterprise development. 

* Assist in idewlifyir.g viable business opportunities and instart-up operations. 

* Assist in preparation of business plans. 
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PREPARATION OF A BUSINESS PLAN 

1. PRELIMINARY DECISION TO START A 13USINESS 

Decide to start a business.
 
Explore o:porttnlitics.
 
Conceive C,business idea.
 
Select what bus;niess to start.
 
Refine the idea.
 
Prepare a Business Plan.
 

2. WHAT IS A BUSINESS PLAN? 

A blueprint for sutrting or expanding a business. 
A management domumielt for operating the business.
 
A ticket of admission to launch an enterprise.
 
A ileans to attract investors or borrow money.
 
A Systematic pr.;enation of a business proposal.
 
A means to denonstraic d%: nrket for your product/service.
 

3. WHY SPEND TIMF TO PRE-PAIR,- A BUSINESS PLAN? 

If one fails to plan one plans to filil.
 
It is a plan of action.
 
To understand why one is in business.
 
Committing on paper makes a )roposal more realistic.
 
Lets one make in stakes Oilpapepcr.
 
If one dfoes not know what to do *it is harder to do it!
 
To convince oneself and others in order to succeed.
 
To show how much nloney is needed and why.
 
Reduces risks of failure.
 
Gives confidence of success of, the business
 
Test one's commitment and vision
 
Plan one's work and work one's )lai.
 

4. WHO SHOULD )() Till IIJSINI-SS II.AN? 

The entrepreneur should do the business plan with guidance from the society and 
professional advice from ilte staff of the Mahaweli Business Centre where necessary. 

5. FOR WHAT PIERIOlY? 

To cover about three or four years.
 
Start-up and first year operations to be given in detail.
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5. FOR WHAT PERIOI)? 

To cover about three or four years.
 
Start-up and first year operations to be given in detail.
 

6. WHAT SHOULD BE IN THE BUSINESS PLAN? 

6.1 A sumnma )t'the BIusi ness Plan: 

Nature of the business 
Market position 
Business )otcntial/ou.tlook 
Profitability forccast. 
Capital requiremeints 
Prospects for the ivestor/ lender. 

6.2 Past perlormiance: 

Coin nemicent 
Performaice 
Relevance to future plans. 

6.3 Description of business: 

Position to date if existing 
Product or service provided 
Why this business? 
What buines,, a ic yoL really in? 

6.4 Marketing mid sales plan: 

What wotld I sell '? 
To whom would I sell' Market size'? Segment? 
Where would I sI Hr 
When would I sell" 
How would I sell? 
For how much wot1 I :,ell? Why this price? 
Who else sells this itLm? Their market posilion. 
Why should l)Ct)Ic buy troin i'? 

What will be the olhers respome to my challenge? 
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6.5 Production plan 

Production process flow diagram and dewcril t ion.
 
Production l)I n/quantity wise.
 
Raw material needs, procurement terms.
 
Plant and eqtuipment relu irements and Capital cost.
 
Personnel requirements,training etc.
 
Ipllemlentation schedule
 
Quality control.
 

6.6 Financial plan 

Project cost: Start-up ; Fixed and Working capital.
 
Financing sources.
 
Financial viability:
 
Break-even; Profitability; Cash Flow, Debt Service Capacity.
 
Return to Labour (self-employment)
 
(Forecasts should iprovide colun llS itincltde act it
lIs later).
 
lItsintess controls
 

6.7 Management 

Form of busitness organi/atin.
 

Ownership.
 
Intreprenentr's business record.
 
)etails of' sulporting Inaiagement staff.
 

Strengths aind measures.
iweaknesses and corrective 

Policies and procedures.
 

PHASES OF PLIAN IRI. ARATION 

Select a business to start/expadl.
 
Collect data On markt, costs, )rices etc.
 
Work otut busincss stralgy on :
 
Start-up, protduct otn, pr CUreiment, locatiot, )ricing, persontel etc
 
Prepare forccists on Salcs Protfitahiility; Cash flow; break-even: Finance etc.
 
Write the report.
 
Check your prsemation, contcnt, iccuracy amd sipl)orting data.
 

WHAT IHENI-RS ILO()K F)R IN A IMtSINI-S I'I.AN ? 

Capacity 1t implemcint tC i)lMi?
 
Whether basic assumptions on iiarkct, costs ail returns are realistic.
 
Whnt financial risk is the entrcrcncur taking?
 
Is the presentation ..'tidc a jiulgeciient on aspects such as: theclear and to tu0rin1 
Person, Amount of' credit; Purpose: Earnings; Repayment capacity and Security. 
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CHAPTER 9
 

ACTIVITY VII - STRENGTIIENING TIE INSTITUI'rONAL CAPACITY
 
OF SOCIETIES TO UNDERTAKE IIGIIER RIISPONSIBILITIIS OF'
 

DEPOSIT ACCEPTANCE, BORROWING AND RELENDING TO
 
MEMBERS
 

OBJECTIVE: 	 To be familiar with the steps that should be taken to develop thr institutional 
capacity of societies, which would enable societies to move on to Phase I1.. 

OUTLINE: 

A. 	 Tasks 

B. Maintenance 	of books and records and audit requirements 

C. 	 1) Accounting records
 

2) Explanatory note on completion of book-keeping forms
 

ATTACHMENTS: See Volume 11 

9-B. I Files and records that should be maintained 

9-C. I General ledger accounts 

9-C.2 Monthly general ledger abstract 

9-C.3 Savings and Credit Forms from I to 20 
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C! APT R 9 

ACTIVITY VII - STIRENGT! IIENING 'I'llE INSTITUTIONA I. CAPACITY OF 
SOCIETIES 

TO UNI)ERTAKE llGIIER RESIPONSIHLITIES OF I)EPOSIT ACCE]I'ANCE, 
BORROWING AND REJ ENDING TO NIEMI-ERS 

A. 	 TASKS: 

1) Introduction of Filing and book-keeping to societies. 

2) Assisting members to acquire skills in various aspects of enterprise management and 
development. 

3) Adopting iinpioved credit assessment methods. 

4) Gaining experience in the credit dccision process. 

5) Acquiring knowledgc and experience in project inspections and valuation of project 
assets, 1till ( i tatotl l1.|li}Le , record keeping, interest calculalions atid recovery of loans. 

6) Plannilng and implementing savings mobilization schtemies. 

7) Acquiring skills in credit risk assessment and I'und ianagemnent. 
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B. 	 MAINTE'NANCE( OF BOOKS ANI) RECORDI)S IN SAVINGS AND CREI)rT 
SOCIEITIES 

1. 	 Maintenance l"approp ri ate books ainld records is ail in)Ortam I rrenquisitc in improving 
the institutional capacity of S('Ss. 

2. 	 It is necessary Ilhat at the lorilalive stige of Ia society a decision he taken by the General 

Body, by way o1" it resolution. seting out the ways of iimaiiii, the books and records 

of a society. 

3. 	 Section eight (8) of lie Societies Ordinance sets out the duties and obligations of a society. 
This section inter alia piescribes the andit and record-kee)ig require i ents. The General 
Body of a society will have It) lake these requirements ito accolnt ill deciding on books 

and record-keeping aspects. These requirements are set ot below: 

3.1 	 Should have tile anmual ;ILotnts ailited as at l)eccmber 31 annually by a )ublic 

Auditor approved under time Ordinance, and send a cop to tte Regisirar before June 
1. 

3.2 	 I)isl)lay a copy 01' tie last tbalaiiee sice ill the office. 

3.3 	 Maiintain atregister tl iiiim crs. 

4. 	 It is the resl)Ol1sihilit)' of I eld Lisiness kConsul its to enstre, that proper records are 
naintaird by societies. 
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C.1 	 ACCOUNTING RECORDS 

The 	accounting records should be maintained in such a way that it would 

1. 	 Enable the society to muct the obligations under the Ordi naie. 

2. 	 Indicate a up) to date aid a1ccurate position of' the society. 

3. 	 Enable the society to meet the requir,..ments of the MOA signed with the MASI. and the 
CFA signed with the Bank. 

Since during the first phase of the prograinie, cash transactions are expected to be kept at a 

minimum, a simple system o1" record keeping would be adequate at the outset. It should be 

possible however to consiruct the Final Accounts amrally with the help o taccounts maintained. 

Pending the introduction of a charter of accou nt s the inlcrh:n records which may be maintained 
would include tile fotllowing. 

The proposed formats are as follows: 

a) 	 Receipt (S&C: I) 
b) 	 Payment Vouch,.r (S&(': 2) 
c) 	 Share Register (S&(': 3) 
d) 	 Record of' Cash il Hand (S&(: 4) 
e) 	 Record of Cash at Hanker's No. I A/c (S&C: 5/A) 

- It) No.2 A/c. (S&(': 5/1) 
- do - (cncral Ale. (S&C: 5/C)
 

f) General ledger (S&C: 0)
 
PI Stock Cards (S&C: 7)
 
I) iixed Asst, Rcegister (S&(': 8)
 
i) Subsidiary Record of Meiiber's Hank Loan (S&C: ))
 

j) 	 Control A/c. I o~nrm Sponsored (S&(': 10) 
P,') Subsidiary Record ot mciiher,,'Collatlcral Fund lDeposits tS&(': 1I) 
I) 	 Control A/c. meithcr'" ('rl latcral Fund )eposits (S&(': 12) 
im) Control A/c. (irants Received (S&C': 13) 
i) 	 Subsidiary A/c. Colltcral Irund (irants (S&C: 14) 
o) 	 Subsidiary A/c. Start-up Fxpenscs Rcimlborsd (S&(': 15) 
p) 	 Subsidiary A/c. Operatioal lxpeiises Reiihmirscd (S&(': 16) 
q) 	 Memorandumu Record of incrtefs' Savings (S&C: 17) 
r) Record of chleqUc,, M/Os. I/), icceivcd (S&(': 18) 
s) 	 Loans Payable Regi ,tcr (S&[(: I)) 
I) I)ebit/( redit slip (S&C: 20) 
tt) 	 Others 'oriis as rcquircid. 
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C.2 FXPI.ANATORY NOTI ON COMII'O'IIN (1 IOOK-KEEPING FORMS 

A receipt as per format must be issued on accej)lance of any a outl whether in cash or by 
way of any other instrument. The duplicate must he nmaiintained as alloffice record This 
recod Iuist be serially uinbered. 

S&C: 2 - Payment Voicher: 

This form ntiU.s! comiipleted and thereafter approvcd hv idulyhL' tU..horistd officer before 
any payment is made. This form too innsl he serillly ntiilll.ced. 

The acknow ledciem a the botttomii of the rinuSI Conpmpleted liemc ill pirt vOLtic htu he by 
recipient. Thes innst he 1'lcd seliarately mintainicd illif' noit book 1t01ii. 

S&C: 3 - Share Re,-isltr: 

Fntries may cotiimmence alter registration of the socicty. A receip muist he issued pending
 
the issue of :Ishare certificate.
 

A few lincs ctould he allotted for each nicmb,.r to eiiable recording of several purchases.
 

S&C: 4 - Record of_'ash i2! land: 

This record must lie compnileted oildays whlen there are cash tniisacliolis. 

Actual cash ii Iaid mu,,t tally wilh 1te aillnoill iiidicaled illthe "halnce in hand' column. 

S&C: 5/A Record of l.i-!jketr).'_No.li./Lc.'ash al_ 

All entries perlaining Io hlie No.I A/(:. i.e. oinly those rcilqi Io coll'iteral fund deposits 
of ienbers, must lie enered ill the day of iIranlion.this record oin 

S&C: 5/13: 

All tranmsaclions relalinmg to grants from NIASI. / UJSAII) omly inutist he recorded in this 
statemnit. 
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S&C: 5/C:
 

All general banking trarsactions must be routed throuigh this account and recorded in this 
statement. 

S&C: 6 - General Ledcgi: 

There should be a separate sheet for each account. These, together with cash and bank 
A/cs, should provide a complete set of entries. The list of accounts is given in Annex 4. 
Entries must be recorded on days when there are respective transactions. 

S&C: 7 - Stock Card: 

A separate card |nust lc used as per format for each type of stationery. Record must be 
made on the date of tie transaction. 

S&C: 8 - Fixed Assets Reister: 

Each Iixed Asset should be recorded sepliraicly one after the olher, in Ihis register on the 
date of acquisition. Total of the balMcCs of individual assVts shoutld agree with the final 
balance in ie General Ledoer Account. 

,&C: 9 - Subsidiary Record of Member's Bank ILoan: 

This record must be complcted on the date of release of a loan to a mnember by the bank. 
Information necessary to fill the form must be obtained from the bank and the member. 
This fo'm must be updated as and when loan instalments are paid. It would assist loan 
follow up. 

S&C: 10 - Control Accoutills ,i2nsoreI 

This record is a summary of all loIans sponsored by tie society for their members and must 
be updated at least at tile end of each iionth. 
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S&C: I -Subsidiary Record of Members' Collateral Fund Dc41osils: 

This record is maintuaincd on an individual basis to indicate the position of each member's 

deposit to the collateral fund. It must be updated with every transaction. Total of all 

balances outstanding i individ ual ledL r sheets must agree wil lithe total of the Control A/c 

(S&C: 12). 

S&C: 12 - Control A/c. Members' Collateral Fund )eposils: 

This record must be completed as and when a batch of members deposi! their 8% deposit 

to obtain loan.. This record must be ulplated as and when there are transactions. 

S&C: 13 - Control A/c. Grants Received: 

This is a summary of position of Grants. This record must be completed 	 as and when 
15, musttransactions take place. The total of the three subsidiary records (S&C 14, 16) 

tally with this record. This would also indicate the position of undrawn amounts approved 

as Grants. 

S&C: 14 - Subsidiary A/c. Collateral Fund Grants (CEGIj: 

This is the rccord o1 collateral funds received as Grants and deposited in the bank. This 

record must be updated as and when transactions take place. It also indicates the undrawn 

allOunts. 

S&C: 15 - Subsidiary A/c. t Reinbursed: 

This is a record of start-u; expenses and partial reimbur.enents received. This must be 

updated as and when transactions take place. 

S&C: 16 - SubsidIaryA__c. Operation11 Expenses Reimbursed: 

This is the record of operational expenses and partial reimbursemncts received. It must be 
updated as and when transactions take place. 
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S&C: 17 - Memorandum Record of Members Savings: 

This record will indicate the formal and informal savings mobilized by each member as per 
savings policy of the society. 

This is not an accounting record. Information to fill this record will have to be obtained 
from various sources. This must be update at least quarterly. 

S&C: 18 - Record of MOs/POs and Other Non Cash Receipts: 

This must be a suipleicnntary record to the receipt book. It must be updated as and when 
transactions take place. 

S&C 19 - Regster of I.,ns Pyblec: 

This record should inlicate the loans and other a(vances obtained by the society from its 
members or outsiders. A slparate sheet must be used for each creditor. Entries must be 
nrade on the (late of the transaction.'rotal of all individual sheets should tally with the 
respective General Ledger balance. 

S&C: 20 - Credit/Debit Sip: 

Every entry must have a debit and a credit. This slip could be used Ifor both purposes. 
These, supplemented by receipts, payment Vouchers and hank transacliols will be sources 
of entries in books and records. 

For further clarifications please refer to die case stuoy which has been )rinted separately. 
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CIAPFER 10
 

ACCESS TO CREDIT FOR SSEs OPERATING OUTSIDE
 
SOCIETY STRUCTURE
 

OBJECTIVE: 	 To understand the limitations of the role of societies and the need to take 
alternative steps 

OUTLINE: 

Access to credit for SSEs operating outside the society structure 
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GUIDE ON SAVINGS AND CREDIT SOCIETIES 

CIIAlII'EIR 10 

ACCESS TO CREDIT FOR SSEIs OPEIATING OUTSII)E SOCIE'IY STRUCTURE 

As most of the existing SSI-s are not expected to operate with n ihe structure of societies, such 
enterprises will require direct assistance from the business advisory centres. This will include 
those SSEs at grassroots level seeking self-employmcnt opportunities, those with traditional 
skills, i.e., artisans at the bottoml end and larger small enterprises at the upper end. 

cacgory to upgrade operational 
and production skills. Thcse SSEs should be encouraged to fcrm groups with the common goal 

of promoting their interests, to access financial services, anld to assisi it filnding markets for 

their goods and services. The field business consultantcy service should then help arrange group 

borrowing programmes with ihnancial institutions for these SSFIs. 

Technical training progralmmCs may be implemented for the first 

Field business centres could also facilitate linkages between thesw entities and low cost, non

bank, village level credit scrvices, especially to meet their short-tcrii working capital 
reqUirements. 

Those at the upper end seeking larger loans could be directed to banks ol al individual basis 

after preliminary assistance inthe preparation 1 oanWitdeoc itnis has been given at the business 
advisory centres. 

As a means of promotinug linkages between nediutt and large buycrs and snall-scale producers, 
the MED project coul d promote other IilnantcialI nstrumcnts such a inland bills. Such 

arrangements would siitplify access to working capi.tl requireitients of SSI-S 
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CHAITER 11 

ROLE OF PARTICIPATING BANKS UNDER TIE
 
MED CREDIT PROGILAMME
 

OBJECTIVE; 	 To enable a meaningful dialogue with the banks in assisting societies and 
entrepreneurs. 

OUTLINE: 

* Extend assistance to Savings and Credit Societies 

* Pro-vide assistance to society members recommended by societies 

" Liaise with Mahawel; Business Centres 

* Extend direct assistance to small entrepreneurs who are not members of societies. 
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GUIDE ON SAVINGS ANt) CREL)IT SOCI'I'IES 

CIIAPTE.R II 

ROLE OF PARTICIPATING BANi .S IN FOSTI.RING Ill.E ,ROWTI OF
 
SAVINGS AND CREDIT SOCIE'TIES (SCSs) AS A MEANS OF IMPROVING ACCESS
 

TO CREDIT AND REi)UCING TRANSACTION COSTS ()F SMALl. AND MICRO
 
SCALE ENTERPRISES
 

1) 	 Extend assistance to SCSs: 

a) By maintaining the collateral fund A/cs of SCSs. 

b) Strengthening the inalagement capacity of SCSs by transferring skills for assessing 
viability of projects, credit needs of members, preparation of financial plans and 
savings promotion. 

c) Meeting olher Iinmancial and banking nee(s for SCSs 

2) 	 Provide direct assistance to members offSCSs: 

a) Extending gcneral banking I'acilitics. 

b) Providing credit facilities in liaison wilh the SCSs. 

3) 	 Liaise with field busines, centres: 

a) Estiblish working relationships wiih ield Business ('on tlhmmats (1I:Cs) and EIE-D 
stalI''.
 

b) I.!.ncou rgc bank clicnts to avail of I3C services.
 

c) Promoting exchange of information of in tual benefil.
 

4) 	 Extend assistance to small-scale entrel)rencnrs who are not members o1 SCSs by: 

a) 	 Recognizing the role of I:13('s in facililating access itLrcdit for such SSHIs. 

b) 	 Facilitatig"ac'c,:i to credit nllthlllier banking services. 
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CIA1uIER 12 

MANAGEMENT INFORMATION 

OBJECTIVE: To provide an over-view of information requirements 

OUTLINE: 

A. 1991 Target 

B. Summary of preliminary steps 

C. Loans follow-up register 

1. S CS members 
2. Other clients. 

AT'ACIIMENTS: Sec Volume Ii 

12.A Monthly report forulat/progress indicator 
12.1B Quarterly follow-up report of SCS ativities form 
12.C. 1 Input form No 4 
12.C.2 Loans follow-up register of SCS members 
12.C.3 Loans follow-up register of other small entrepreneurs 
12.D Input form No. 5 (Up-date form for societies.) 
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GUIDV ON SAVINGS AND CRI!DIT SOCIIItS 

SMAI. SCALE INTI-RIPRISIE: ACTIVITY //2 

Commoence First Pilase of SSlI Credit Pro-ra ipw 

A. 1991 rARGET Eight Savings and Credit Societies (SCSs) I'olnled 

Comments 	 To improve SSE access it credit thli project paper proposed forming SCSs 
consisting of about 10 SS's to borrow from banks and to lend to members. 
The 1990 MEl) credit study assessed the viability of Iis proposal. It 
recommended a phased implementation consisting, first, of direct individual 
member borrowing from banks backed by partial security of member eqttity 
and USAID grant ftunds and, secondly, of group borrowing and lending to 
members. 

Tasks I. 	 Prepare SCS by-laws and operating manuals 

2. [-nlist credit 	institutions 

3. Train FIK's and ItElEl) field slaff 

4. Hold seminars f*or credit inslitution staff 

5. Fdinalize arrangoements for S('S%' registration 

6. Set LII) and asisl eiglt SCS to obt i credit 

7. Supervise and nionitor implementation 

Schedule
 

J FFM LA M a I A S7 N D 

1 

2 

3 

4 

5 

6 

7 
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GUIDE ON SAVINGS AND CRELAII SOiTIF 

B. 	 FORMATION OF SAVINGS AND 
PRELIMINARY STEPS 

I. 	 Identify members (No. of members ...... 
2. 	 Convene first formal meeting 
3. 	 Adopt By-Laws to form society 
4. 	 Elect committeeis 
5. 	 Adopt Work Plan 
6. 	 Collect initial capital from members 

CRED'I SOCIETIES; SUMMARY OF
 

7. 	 Deposit initial capital in individual memtber Savings Accounts in bank (............ Bank)
 
Commenced .......
 
Completed .......
 

8. 	 Adopt credit policy for society 
9. 	 Adopt Savings plan for members 
10. 	 Commence aisscssmCent members'l'Uf credit needs. 
I1. Trailn members in business planning. 
12. 	 Prepare members' business plasiproject reports. 
13. 	 Deposit calptal Imnds In bank' suspense a/c 
14. 	 Open office 
15. 	 Apply for registration 
16. 	 Obtain registrarton. 
17. 	 Innoduce booL-eeling 
18. 	 Sign agreemnt with MASI. to join programnme / apply 

sign 
19. 	 Sign Collateral Fund Agreement with bank / apply 

Sign 
20. 	 Open No. I A/c in bank. 
21. 	 Submit loan applicanoio' of membcrs in batches (atch no: 
22. 	 Obtain letter of approl;d of loans noi bank. 
23. 	 l)eposit balance of memecrs' contribution in b;!nk. 

No: Valu 
No: Value: 
No: Value: 

24. 	 Apply for Grant Disbur..cmcits to IS'I. 
25. 	 Deposit Grants in No.2 A/c. in Bank 
26. 	 Obtain loans from Ba nk for members. (No: Valu e: 
27. 	 Monitor project,. and repayment of' loans. 

98
 



(UID ON SAVINGS AND CI[DI SOCIlIJllS 

C. LOANS FOLLOW -UP RI1(GISTIR 

This record could be maintained so its to record thea ssistance )rovided by all the staff members 
of the Mahaweli Business Centre. "rhtus there would be only one record for each centre. This 
information could be maintained in two flrnaits: 

I) Format for members ot Savings and Credit Societies. 

2) Format for providing one to one direct credit counselling assistance to small 
entrepreneurs. 
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MED/EIED PUBLICATIONS AVAILABLE 

Local Market for Pickled Prcducts (December 1990)
 

Non Farm Small Scale Enterprise Credit on Selected Mahaweli Systems, Geoffrey Peters and
 
M.W. Panditha (December 1990) 

Crop Profiles - Spices, lerbs and Aromatics, L. Denzil Phillips (July 1991) 

Study of the Tourism Development in the Uda Walawe (July 1991) 

Potential for Silver Skin Onions in the Mahaweli, Walter Nueberg (August 1991) 

Nursery Development of Papaya and Mango, Papaya Growers' Guide and Technical Notes 
for Business Planfor Mixed Fruit CultivationInvestment, Ben Hatfield (November 1991) 

Dehydrated Fruit Processing Opportunitiesand Trends in Sri Lanka, Wanchai Somchit, 
(November 1991) 

An Evaluation of the EntrepreneurDevelopment Programmes, Dr. Susan Exo and Hina Shah, 
(December 1991) 

Aromatics PIPInterim Report on TrialsEstablishment, Dr Thomas Davies (December 1991) 

Agro-Business Financing Review, Dennis De Santis (December 1991) 

Integrated FruitDrying,juicing, Pulping project - Prep Feasibility Study, Michael Smedley, 
Ben Hatfield and Wanchai Somnchit (December 1991) 
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FeasibilityStudy on Commercial Potentialof Snake Venoms in Mahaweli Systems, Anslem de 
Silva, (January 1993) 

Census of Mahaweli Enterprisesand Employment (January 1993) 

Most publica!ions are priced at Rs,100/-. The publications are available at the MED
 
Office at 8th Floor, Unity Plaza, Colombo 4. (inquiries, Ph. 508682-4)
 

An EIED publication entitled - "Information Available for the Mahaweli Investor", is
 
a!so available at the MED Office.
 



MAHAWELI BUSINESS CENTRES
 

Mehaweli Businese Centre 
Pultalan Road 
Noclchyegaerna 
Tel: 025-7821 
Fax: 025-7821 

Mahaweli Business Centre 
Andiyro a Road 
Madatugena 

Tel: 025-4244 

Mahawali dusinesa Centre 
MASL Slock Office 
Galnewa 

Mahaweti Businiws Centre 
RFeidnt Project Manager's Office 
BElkernuna 
1el: 000-60C 1 
Fax: 066-0601 

-0 % 
Mahawefi Bueinais Centre -

esident Proect Mreger's Office TAMALiTTt.6AMA 

Walikanda 
Tel: 027-2423 

; 
JAA 6LP NVA 

Fax- 027-2005 Q AA 

Mahawali Business Centre AK 
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Tel: 027-2332 - , 
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GIRANDURUKOT TEt 

MahavtoeU Businees Centre Kondy I 
Reident Project Manager'. Office 
lKotmale. Riveriide v 
Mawture
 
Tel:0542-205 , OOTMALE 
Fax: 0542-205 

Colombo -

Mahnvoli Burinese Centre 
Resident Project Muarger's Office 
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Tel: 047-3r208 
Fax: 047-30013 

Mhawefi Bsainese Centre 
3.Middoniya Rc.,d W.IPiTiYA
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Mahaweli Bueinei. Centre I All UNAOLAP cSS 
Sacnan Building 
Arnbatntota Road 
Surlyawewa 

MAHAWELI BUSINESS CENTRES OPERATED BY EIED/MED PROVIDE TECHNOLOGY, 
FINANCIAL, PLANNING, TRAINING AND BUSINESS SERVICES (FAXES, SECRETARIAL, 
COPYING) TO ENTREPRENEURS IN AGRIBUSINESS, MANUFACTURING, TOURISM, 

MINERALS AND HOUSING DEVELOPMENT. 

MAHAWELI PROJECTS
 



INTERNATIONAL SCIENCE AND TECHNOLOGY INSTITUTE, INC.
 

Hcadquarters Office Colombo MED Ifead Office Kandy MED Office 
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The Mahaweli Enterprise Development Project 

The development of the natural and human resources of the 
Mahaweli river basin has been a high priority of the 
Government of Sri Lanka and international agencies since the 
late 1970's. Largely completed are the construction of dams, 
irrigation and power systems, roads and other physical 
infrastructure, the settlement of the land and the formation of 
the agricultural production base. The challenge for the 1990's 
is to build a diverse, dynamic economy generating higher 
incomes for Mahaweli families. In meeting this challenge, the 
private sector has a leading role to play. 

The Mahaweli Enterprise C velopment Project (MED) is a 
special initative of the Mahaweli Authority of Sri Lanka, with 
the support of the United States Agency for International 
Development. MED promotes private investnient and job 
creation in agribusiness, manufacturing, tourism, minerals and 
services by directly assisting entrepreneurs and companies with 
technical expertise, marketing support, training, business 
advisory services and credit. MED also provides policy 
analysis support to improve official frameworks for sustainable 
enterprise development in the Mahaweli areas. 

The Employment, Investment and Enterprise Development 
Division of the Mahaweli Authority is responsible for MED 
implementation. Technical consultancy is provided by a 
consortium led by the International Science and Technology 
Institute, Inc., a private consulting firm with head offices in 
Washington, D.C. Also in the consortium are Agroskills, 
Development Alternatives, Ernst and Young, High Value 
Horticulture and Sparks Commodities. Marketing services are 
provided by SRD Research and Development Group, Inc. 
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PREFACE 

This training package was prepared by Mr M.W. Panditha, Credit Advisor, MED Project, 

for the MED/EIED field staff and the officials of newly formed Savings and Credit Societies. 



TABLE OF CONTENTS 

Executive Sum mi'y .... ... ...... ... .... . .. .. .... . . ...... ...... ..... ... . .. ii
 

1. 	 3-A Application to become a member of a society ........................... ii
 
3-B Model By-Law/Rules of a society. ............ . ...................... 2
 
3-C Letter to the bank to open an Interim Account ........................... 8
 
3-D Affidavit by the members .......... ....... ..................... 9
 
3-E Application to register a society ..................................... 10
 
3-F Leiter to the Registrar of Companies ................................. 12
 
3-G Guidelines for partial reimbursement of start-up costs and operational costs of societies . . 13
 
3-11 Form of Bond ..... .... .... . .... ..... .... ....... ... ..... .. . .. 14
 

2. 	 4-A. I Request to open the No. I A/c in the Bank .......................... 15
 
4-A.2 Application to enter into an agreement with the MASL to implement the programme . . . 16
 
4-A.3 Resolution of a society to join the programme ..... ........................... 17
 
4-A.4 Memorandum of Agreement (MOA) ...... ................................. 18
 
4-A.5 Request to open 1h. No 2 A/c in the Bank.................................. 29
 
4-A.6 Requesti to a bank to enter into an agreement with the society ...................... 30
 
4-A.7 Collateral Fund Agreenient (CF:A) .......................................... 31
 
4-A.8 Request to opeli : general A/c in a hank.................................... 37
 
4-A.9 Grant Proposal ....................................................... 38
 
4-B. I Memo to the NiEID Grants Committee from a Mahaweli Business Centre ............. 41
 
4-B.2 List of members and their present satus ..................................... 43
 
4-B.3 Memo from a NIBC iekoinending a grant disbursement ........................ 44
 
4-C. I Memo from the Chicfof Party MED to the NIED Grants Committee ............... 45
 
4-C.2 Memo frorn the Credit Advisor to COP/NIED regarding disbui.,enient ............... 47
 
4-C.3 Letter of remittance it) a bank fronm ISTI ...................................... 48
 

3. 	 5-C.9 Covering meno troun a societ' to a bank i.couiiilendlnv a enmber's loan ............ 49
 
5-C.9. I Resolution of a socicty to Iecomneind a iener'° Ioan.......................... 53
 
5-C.9.2 Letter of authority from the applicant ....... ............................... 54
 

.4. 	 9-B. 1 Files and records that should he maintained ................................. 55
 
9-B.2 General ledger accounts ............................................... 57
 
9-C.2 Monthly general ledger Abstract ..................... 58
 
9-C.3 Savines and Credit Society Forms (SCS I to 20) .............................. 59
 

5. 	 12-A Monthly report on formation of Savings and Credit Societies ...................... 81
 
12-B Quartely follow-up report of SCS activities ........ ... ............................. 82
 
12-C. I Input Form 4: Associatior., and eroUps ...................................... 85
 

Input Form 5: Update Form fir Associations and Groups ........................ 87
 
12-C.2 Loans Follow-up rcgistcr of SCS members ................................... 89
 
12-C.3 Lo:ans Follow-up regi,-cr oI other JLin .... ............................... 90
 



EXECUTIVE SUMMARY
 

The Mahaweli Enterprise Development (MED) project is a USAID-funded development 
programme which was launched in 1989 to develop small, medium and large-scale enterprises 
in Mahaweli Systems. 

One ef the key clemens of the Small Scale Enterprise (SSE) development programme is 
facilitating access to credit irom formal credit institutions to small C!repreneurs. 

The programme will assist formation of groups of small entrepreneurs inte formal savings and 
credit :societies. Initially, that is during phase I, these societies will inter-alia assist individual 
members !o obtain credit from banks, help access technical and marketing information, provide
training in enterprise management and foster saving mobilization. Once the societies gain
adequate, experience they will graduate to phase II of the programme and commence credit and 
savings operations directly by borrowing from banks and on lending to their members. 

The credit programme is to be supported by the establishment of Collateral Funds in banks 
participating in the scheme. These accounts are to be funded through a USAID grant and 
contributions of members of societies. A field business advisory service has been set up to assist 
enterprise development and formation of societies and other associations. 

The formation and management of Savings and Credit Societies will require a high degree of 
support from Field Business Consultants and EIED field staff attached to Field Business Centres. 
The officials of these nascent societies too will need guidance during initial stages of society
formation. This guide is intended to fulfill this need and serve as a training package. 

This document has been prepared in two volumes. Volume I contains 12 chapters. Each 
chapter could be taken ut as a separate training module. For easy reference and presentation
each chapter begins wilh the objectives and contents of that chapter. Volume I contains 
attachments relating to chapters 3, 4, 5, 9 and 12 of Volume I. 

Chapter 1 is intended to provide an understanding of the MED project in general and the MED 
credit programme in particular. 

Chapters 2 and 3 set out the overall plan of forming societies, the seven major activities of a 
society during phase I of the programme, and steps that siould be taken under activity one (i.e., 
a ._ep by step account of the procedures involved in forming a society). 

Chapter 4 explains the procedures involved in obtaining grants under the USAID Grant Fund 
and the relevant legal documentation. 



Chapter 5 deals with different aspects of facilitating access to credit institutions. It provides an 
overview of development lending concepts. appraisal techniques, sequence of lending activities, 
lending considerations and the project approach to credit. 

Chapter 6 deals with txchniques of savings mobilization and development of rural financial 
markets through the intervention of societies,. 

Chapters 7 and 8 deal ith rion-credit scrvices of societies including guidelines for the 
preparation of business plans. 

Chapter 9 deals with measures to develop the institutional capacity of societies. It also provides 
guidelines and formats for the introduction of book-keeping records and accounts in societies. 
The description of the main activities of societies ends with this chapter. 

Chapter 10 deals with the credit approach to entrepreneurs operating outside societies. 

Chapter I1 covers the role of banks. 

Chapter 12 deals with the information requirements of the programme. 
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I 

ATTACHMENT 3-A 

APPLICATION TO BECOME A MEMBER
 
OF TIE SOCIETY LTD.
 

hereby apply for enrolmcnt as a member/* of the soc&_ty to be tfrniod to assist non-farm 
small-scale entrepvu-wurs/of th: abve soci y. 

I subn'it the following information about myself in support of thi. application. 

I. 	 Full name: 

2. 	 Home address: 

3. 	 Age: 

4. 	 Business address: 

5. 	 My profession is: 

6. 	 My business/* industry 
is located at: 

7. 	 1am employed as 
*/unemployed: 

8. 	 My annual */monthly 
income is: Rs. 

9. 	 I am the owner of the following assets. 

Movable: 

Immovable: 

10. 	 1rm.-thin a savings/ 
current account or: * 

Bank:
 

Branch:
 

11. 	 I need the following 
types of assistance 
/* for my enterprise! 
to set up a: 

I hereby agree to abide by the ruies of the society and state that the above information i:; correct. 

Date Signature of the applicant 

(* delete the inapplicable section) 



ATTACIIMENT 3-B 

MODEL BY-LAWIRULES OF 	 SOCIETY LD 

" 
1. 	 The name of the Society is Society Ltd. 

2. 	 The registered otlice of the Society will ho situated at ____ 

3. 	 The objects for which the Society is established are: 

a. 	 To promote thrift among its members 
member- in times of distressb. 	 To assist it,: 

c. 	 To develop industry amiong its members 
d. 	 To develop entrepreneurship among its members 
e. 	 To do all such things a,;are incidental or conducive to the above objects or any of them. 

4. 	 The liability of the members is limited. 

5. 	 The initial capital ot the Society is Rs. ____ (should be a minimum of Rs. 10,000). 

6a. 	 Funds available with the Society shall be used for the achievement of the objects of the Society as afiresaid 
inthe manner from time to time to be decided by the Society in a Genercl Meeting. 

6b. 	 Funds shall be raised throtogh enrollment and membership fecs, capital sulbscriptions, loans, donations, 

grants from financial, lending or tother organizations and subject to the terms and conditions set out inthe 
grant of such funds by the said financial, lending or other organization. 

7a. 	 Membership in the Society shal: bc open to a minimum of seven and a maxinium of 25 persons of not less 

than eighteen years of age subject to the Rules hereinafter provided. At present there are members...... 


7b. 	 The membership shall be subject to the application for membership being approved by the general 
committee oi the Society and upon payment of a minimum capital subscription of Rs. 1,000 and an annual 

subscription of Rs. IGO. The annual subscription is payable on or before the 31st day of January of each 
and every year.
 

7c. 	 An interim membership may be applied for upon payment oif a sum of Rs. 100 which shall, subject to 
necessary changes, be in accordasce with the conditions in 7a and 7b above. An individual whose interim 
membership has been accepted shall pay a mniinum sum of Rs. 100 each month and complete payment of 
a total sum of Rs. 1200 as capital subscription within a period of twelve (12) months from enrollment as 
an interim member. Such s!um shall be exclusive of any annual subscriptions due, and payable. Upon 
payment of the total sum of Rs. 1200 as aftre.said and any annual subscriptions due the said individual shall 

be deemel a full nmemnber and till such time shall have no voting rights in the Society, though he shall be 
permltted to be heard and to attend meetings and reezive any henefits the Society may consider appropriate 
and shall have access to information regarding tie Society. 

8. 	 All sums of monies received as subscription of capital. annual sulbscription fees, loans, grants, donations 
and any other sums of monies received by the Society shall be deposited in a bank in an account or 
accounts opened in the name of the Society. 



9. 	 Members may contribute sums over and above the minimum capital subscriptions. The Society may pay 
a return on such subscriptions on terms to be decided by the Society at a general meeting if such payments 
are in conformity with the operational plans of the Society. 

IOa. 	 No member who has ceased to be a member for any reason whatsoever shall be entitled to a refund of the 
said capital subscriptions within a period of three years reckoned from the date of deposit of the said sum 
with the Society. 

I0b 	 Any member who has not ceased to be a member shall be subject to the sime limitations as aforesaid 
relating to withdrawal of capital subscriptions unless and otherwise decided by the Socic.ty in ge'eral 
meeting. 

lOc 	 The Society shall have a lien on the said capital subscription and interest, if any, earned as against all 
moni.s due and owing from a member to the Society. 

1la 	 Any member may resign from the Society after having given three months' notice in writing to the General 
Committee, unless the General Committ.. accepts a shorter period of notice being not less than one month. 

lib 	 Any member may be expelled for good cau on a decision of th .qeneial Committee of the Society, 
among which shall be non-payment of the annual subscription, the failure to honour obligtions towards 
or debt due to the Society, causing losses to the Society, or embarrassing or unbecoming conduct in relation 
to activities of the Society. 

I lc 	 The Gencial Committee of the Society may impose a maximum tire of Rs.25 (Twenty Five Rupees) on 
any of its members for violation of any of the niles of the Society or any agreement entered into. Such 
a fine shall be imposei after notice in writing -erting out the circumstances which require such a measure 
to be taken and calling for an explanation. Such notice should be sent to the address of the member as 
found in the Register of members or delivered by hand to such member. Where no explanation is provided 
or where a member does not afford an explanation which is consid3ered satisfactory by the General 
Committee a fine of Rs.25 shall be levied. 

12. 	 All members of the Society in their capacity as members of the General Committee or as members shall 
at all times serve the Society in good faith and honestly. 

13. 	 Within six months of the registration of the Society the first general meeting of the Society shall be held. 
Thereafter a duly-convened Annual Genenl Meeting shall be held once every calendar year. Every Annual 
General Meeting shall be convened by the. Secretary upon at least 14 days' notice to all memnben. in 
writing. 

14. 	 At Annual General Meetings the following matters shall be Lttendcd to amog others: 

a. 	 The election of the inembers of the General Committee 
b. 	 The :ead;rg of the audit report 
c. 	 The approval of the annual returns and balance sheet 
d. 	 Subject to other provisions of these Rules, the basis of dishursenent of funds and other facilities 

to the members. 

15. 	 General Meetings of the Society shall be convened for consideration of any matter of importance if and 
when required. 

Any four members may convene a General Meeting of the Society upon at least seven days' notice to all 
other members of the Society. 

http:Socic.ty


A General Meeting mnay be convened by the Secretary upon. 14 t1:dys notice to the membership. 

16. 	 The quorum necessar,, to transact business at any Annual General Nieeling or General Meeting shall be six. 

I 1I& 	 At any meting of the Society a memher shall hatve only one vote. Voting shall le hy a show of hands 
unless the majority of those present decide to vote hy secret ballot. 

17b 	 In the event ot there being an equality of votes tie Chaiina:n of the ineting shall have a ia.ting vole. 

17c 	 Subject to section 7.2 of the Societies Ordinane all matters includi cancellation, iescinding, and 
amuiodments to ruics shall be decided by a simple inirity ol"Ist: nleillibers present ant votiig. 

18a 	 The general membership shall set out the basis (in which assistance would be givyen to members which slall 
also include the ceiling on amounts and the repayment metlh;d. 

I8b 	 No members shall be eligible for any benefitl unless he ha,': paid ll11unis duo hom hIon to the Society by 
way of capital, menbership tibseription. lon instalenots, finoes or other pa. nts due to the Soiciety 

I8c 	 The General Committee shall hbrinilale the rtles aitd criteria or 'railtnlienn ,tits to its inelmber, as well 
as for f rl'eilures and penalties. These shall be aplpfoved hy the vencal ninileishi at a et i 

I8d 	 Sub:ject to the rules formulated, Ih, General Connmit ee shall have the poweis to extend henefits froimil ie 
to time o its menhership. In any case the general memhership shall be infoirmed not later ihan 90 days 
of any facility or benefit granted to any nuemb.:r and the terms anud condition.s governing such a gront. 

19. 	 The General Coimmittee of"the Society shall consist of tIme followini-, officials: 

a. President
 
It. Secretary
 
c. 	 Treasurer 
d. 	 Assistant lreasurer 

20a 	 The General Coinnlitlee shall be elected fy a ni qority of the members flresent and otinig at the Annual 
General Meeting. 

20b 	 The President of lilt: General Comimittee shall act as tie Chairnai of all meetiligs. In the absence of tie 
President the conlnlittee shall elect a chaimian from its oicials. 

20c 	 The General Committee shall be appointed f'rom tile mein.cibship If the Sociel. 

20d 	 The General C(.olntittee shlll hold itlice fort aiXioinii period (t oi;e year only. 1Ilections to tile Geeral 
Committee shall be carried ioit at every Annual Gene al M..elnlte. 

20e 	 Nothitg in tle aloresaid rles shall prevent he i,:-election of the (Gener;il Cottillee (ii any of its nieinhers 
or the election froim tinie to ilie of' inenib of the General Comiiiitte when vacancies arise for any 
reason whatsoever. 

20f 	 Any member of the Geieral Conimitt.ee inay resign or be remoced by the nembers t a dfill, on:,titited 
General Meeting for goiod cause sulch is incap;,.i ty. miscondiict, iliUse of powers' insinlana uitnent or 

neglect of the atfiiis of tie Society.. 

20g 	 Prior to assuming office every umciier of the General Cituinlllee shall sign a bond with a suretly it duly 

and properly peruImrinl his duties. Sunh shall he ill set out ill tht Siietles Ordinance.a bon01d Ile hirn 

.1 
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20h 	 Every officer, his executor or administrator shall when called upon in writing to account for monies or 
property entrusted to him, shall do so within a period of 14 days of receipt of the notice to do so. Such 
notice shall be by at least five (5) members of the Society. In the event of his failing to do so he shall be 
compelled by a rcsolution of the rnhmbership or the General Committee to hand over all property of the 
Society and will be liable to be sued upon the bond or security given under clause (vii) above. 

20i 	 Nothing in the foicgoing shall preclude the General Commitle from appointing any sub-committee 
consisting of two or more persons to assist the general body afid the General Comnittee to Carr) out the 
objectives of the Society in any areas including credit facilities, control and monitoring (of prtoeics of 
individual members etc. 

20j 	 The members of the General Committee shall have one vote at its meetings. In case of equality of votes 
the Chairman shall have a casting vote. The quorum tor the general committee meeting shall be three. 

The duties of the General Connittee shall include inter alia: 

a. 	 Proper compliance with the Societies Law. the Rules and other working rules of the Society as 
herein contained together with any other directions rec,.'ived tron the Registrar of Companies. 

b. 	 Maintain and keep a true and accurate accounit of assets and li abilities and submit Innual returns 
in terms of section 8. ld of' the Soeieties Ordinance. 

C. 	 Have and maintain proper custody of assets. 

d. 	 Keep an updated register of monibers. 

e. 	 Ensure that the books of the society tue audited as at end of December annually by an auditor 
approved under the Societies Ordinance and present At every Annual General Meeting of the 
Society the audited profit and loss account and balance sheet and the auditor's report and that these 
annual returns and the number of members are sent tol thi Registrar before the first day of June 
of the following year. 

f. 	 Assist the inspection 1 books by an) person auth(rized by any mei r or 'lhe Societies 
Ordinance. 

g. 	 Where the Society gives loais ti its members, or recoinlilends toilending instiuttions that credit 
facilities are given to its Members, ensure that approptiate lending policies are adopted by the 
Society and that such loans are applied tol the purpose ftr which tlie lans are granted and to 
control and mionitor tie repaytment of the stints lent. 

h. 	 Comply with all lawful directions and, rulings issuid by thi: Registrar of Comopanies. 

i. 	 A. all times, maintain true an.] proper accout, (If all intlatcis relating toithe Society. 

j. 	 Whilst the General Conmi. ee shall b,: responsible for lhe regular maintenance of true, proper and 
accurate accounts it shall be the responsibility of' the Treasurer and the Assistant Treasurer to 
maintain proper custody and ciontrol over finances, asets and relvanit acOLunting records and 
documents of the Society. 

k. 	 Recruit staff it considers necessary for the activities of the Society with the prior appio,.al ot the 
general membership. 
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22 	 The General Conittee shall permit all mom!ers and every person having all iteres: In the funds tit' the 

Society to inspect its hooks. Ftor this purpo se w,tice it ,even days shall ibe given to the President of the 

Society. 

23a 	 The investment otf the funds of the Sotiety shall he ill -tccodLanc: itt ohiects oWhthe Society as 

spcified under sectioln (threv) of these uiil0,; aaid lb -0t to the approval of the tneniheiship it a General 

Meeting and also to tile directions of any lnidin'/lmieiel Or olher iflotitution whose terms and conditions 

have been accepted by the majtority of ieinbe¢'s pfesetrt i,d :ti. lch G eneral Meeting." ai 

231 	 The Society nay t ,ililale tuetolerS' access sploi, n, ,and or recommendingito timinc aI jist itotijo:nsy T' 

credit and othei firlncial svrvices; to it.; oirebeis.
 

23c Tile mandate granted to a :,nk (ir cridin nstitii!oin for iht purpose omiintillilg al account shall require 

t minimum of two signatot es. One ;hall he thw of"the Presidenrt imd the other shall be that ill any one 

member tIf the General Ciiltrttee or of any paiticular melhci of tiel General C'mntilltc. 

23d 	 The G''neral Coimitte shall lltain the aPlltotil oif the mii'lmbeshlp prior to operating a hank accoitlt. 

24a 	 The Society shall at ill tii :s nunintriil a s.el which shall he kept ins.te citidiy h) the General Comititee. 
All contract Ol beltalt oflthe SoiMet' ha1l he eXciCu,'d [IV Liclni- the 'eat figetlier s,!tit tie sigaitlure llf 

tIle President and any one meiihei ot tile Genial C;niuitee. 

No contract Ohal hil:d the Ci mnlittee unle, ex.eitet ill the ll'li1t. oealitl. 

24 b 	 Legal action na, it instituted by the Society liy placina il: s.al ar, aiesaid ill clini 24(a) or fi any 

seven nenllbers jointly. 

25 	 'he General Cluilllittce shall have it aithirity to Illrrov tuindt or iO a.eL'tp depiIsntS troul HIeIers tmr 

the purpostes of tile SOecty titpin its resiiltuirniti) to a i iitttii illmlllt to lie decided by the Gcumial 
muembership in advance. 

26a 	 The Society shall have the power t(oiortiage, issigl, lease, ::.I or ch:orge its a-s,:s or Larry otit any of 

the said transaactilnls with any individual or corporate ti)dy, having tjiusI obtomned prior apprlval froitr the 

general tenrbechip. 

26b 	 The Society the callacity areuantor oil lhall .f i ally Of it.s iicinhers p.ividedshall hive ti) act ! Al 

details of the trailction fbr ,fhich the muiantee is given have rc,.eivwd the pril appioval ll the General 
tmembership. 

r'. 	 if nwiulicrs in wriltng to the27 	 Any dispute between tile Society ard illlelns anot.g its ilall be 'tcrled 
General CiinlulnittcL Which sthalt decide same within i pertod '.f (14) days ftouti ICilt oi such reference. 

The decision t It' (XIneral Coluittee shall lt' onmluniitctd t) all ulmullbCls itf the Society. 

LeClelal sall ICi 
Registrar ofCopanlIIlnies within il perod i'll 11 dayds rou the ay' ii the leCiSilri Of tile G.neral (Coittnlutee 

wis Clriniti(tlid Io him. There staIl lie il appeal Or athiphicaliilO It) he t)ntrlet ('otur trot stirne and tlhe 

decisiotn thus givcl shall bc enitocllle at a decree if the i)isi'I,.t ('iuut 

Any pcrsoi tlissat,lie with !he detefuill'Iii ioll of the U' illiiitet h the Imlater to the 



28. 	 Any other disputes/differences arising either from the Rules of the Society or in their interpretation or in 
relation to the conduct of the affairs of the Society shall he resolved in the manner set out above in Rule 
27. 

29. 	 The Rules herein betbre provided shAil be in addition to those stipulated tinder the Societies Oidiaaance and 
not in derogation of szme. 



ATTACIIM ENT 3-C 

Manager, 	 Date: 

Dear Sir, 

RECUEST TO ACCEPT A DEPOSIT AND ISSUE 	 A RECEIr FOR TIll 
PURPOSE OF REGISTE..RING A SOCIETY 

We the undersigned, who are desirous of forming 	 into a society that would be re istered under the Societies 
Ordinance wish to deposit Rs .......... to the credit of a suspense account in your hank pending the registraton of 
lie society. After registration, we shall make a request to you to transfer this money to the credit of a savtngs 
account to he opened in due course in your hank. 

You are hereby aulhorised it) debit our individual act unts nai ntai ned in your hank with amounits ilmentioned below 
agt;.st our signaltures and credit these amounts to a suspen,: account. Please issue us a receipt to this eflect :ater 
crediting this amount to the suspense account. 

Thanking you, 

Yours itaithfially, 

Nane Account No. 	 Amount to Sienature 
he denited 

................................... ................................ 	 .....
 
................................... ........ 	 ......... .. ............
 .. 	 

......................... ... ... .......°,..............
......... ....... 
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ATTACHM ENT 3-D 
AFFIDAVIT 

..................................................... of......................................... being a ......... do sincerely and 
solemnly declare and state as follows/do tuke uoathand itate as Follows: 

I. 	 I am the deponent above named. 

2. 	 1am a member of ................. Society.
 

3. 	 1 hold office as ................ in the said society.
 

4. 	 I have been resident at the aboe said address from ........
 

1 am a ................... by Prorcssion. I conduct hu.ines, as .......... 
located at ........... The said Contpany/firnm ......... deals in
 

6. 	 l am em ployed as .............. in .......................
 

I additionally hold offie in the following Oiganisai~mstSuieties
 

OFFICE/POSITION ORGANISATI()N
 

a. 
h. 

d. 

7. 	 My Annual /Monnhly Income is Rs ........
 

8. 	 1 state that I have never been conviked of an), olfcnce or been guilly oft oral turpitude in a courl | .Law. 

9. 	 i am the owner of the following assets:
 

MOVABLE DESCRIPTIONS ESTIMATED VALUE
 
a. 

b. 
C.
 

IMMOVABLES - NJAME & DESCRIPTION EXTENT AND VALUE
 
a. 
th.
 

OR I do not own any it ovahle or iini ovalbl tpicrt 

10. 	 My borrowings are asfollows:
 

Nayie of Creditor Anmount
 

II. 	 I have guaranteed the folloing loans: 

Name of Borrower Na, of Creditor 

12. 	 I statc that th, t.,epoimg ul iI and JLuratc. 

The aforesaid having hc.n read and ndensl,toid 
was signed in my presence ol, a one Rupee stamp Deponent's Signature 
on this..., day of..... 19........ 

OR 

The foregoing having been read to and explained to the 
deponent who appeared to understand same signed in my presenae Signature of Cou . of 
on this ....... day of .......... 19..... Oaths. Stal and si.nalure 



AITACH MENT 3-F 

TIlE SOCIETIES ORDINANCE (CAP. 105) 
APPLICATION TO REGISTER A SOCIETY 

The Registrar of Companies, 

Application to register
 
under the Societies Ordinance (Call. 105) is hereby matle by the eight persons whose nane' are subscriebd at 1t1e
 
foot hereof.
 

Two copies of the rules of the Siciety are annexed to tihe Application as required by Section 5(2). 

The matters reAluired by Section 7(l) to be set firth in the Rules are pnviled to'r in the manner by the ,ubhjoined
 
schedule.
 

--	 Rule 
Rule

Mattets Required to he set trth in the Rules 	 Number 

(a) 	The name of the Society 

(b) 	 The pluce of the ol'ic-. of the Socitty 

(c) 	 The whole of tLe subjects for which the Society is established 

(d) 	 The purpose for which the ftnds of the Society ",hall be applicable 

(e) 	The Terms of adnisson of nembe rs 

(I) 	The conditions under which any inetber may hcente entitled tonany beneil t.assoed
 
thereby
 

(g) 	The lines and Irt tltres tothe iniponed tin any ittnmher 

(h) 	The mode of holtine incctin-s andt ri!hit nlt tinto, 

(i) 	 The manner of ink ,ncaltering or rescnidinL rules 

(j) 	The appointment and removal if a committee of ntunauenie l (nhywhatever nane called)
 
of a Treasure and ot hers and of t'rustees
 

(k) 	 In tite case of a Society with hiatiches, [he comnnptsit. n of a control lidy. and lt
 
conditions under wlich a hranch may secette friomi tht Sonciety.
 

(1) The investment tot Iinds 

(m) The keeping tt accounts 

(n) 	Tie auditingf accnilts onnce :ayear at least 

(o) 	 Annual Returns to the Registrar ol Receipts, funds, effects and expenditunre 

(p) 	 I lie number of members of tile Society 

(q) 	The inspection ntt hnnnks onfthe Snciely hy every person having :nninterest in tie lunds
 
of the Society
 

(r) File manner in which disputes hetween the Society and any of its enmbers t i any
 
person claiming through it inenher ,hnall bc scttlld.
 

Date at this _ day o1 .. 	 19 
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Legibly 1. sigw, , . Me.... 

(President) 

v,'itten 

signatures 2. Siur __ _ ___ __ _ _ 

(Secretary) 

of the 

applicants 3. sigt, _ _ _ _ _ __,_ 

(Treasurer) 

4. si,t,. _ _ _ _ _ , 

5. _iag__t_ _ FTI.N- _e: 

6. _i_ _ _ ___r_ FullNm_ 

7. sigwN _____ 1t-0 Name: 

8. s1gmium FullN- _e 



AlTACIMENT 3-F 

LEITER T'O TIlE REGISTRAR 

Name 01Society: .................
 
A ddre s,;: .........................
 

D ate: ........................
 

The Registrar of Companies. 
Office of the Registrar of Companies 
267, Union Place 
Colombo 2 

Dear Sir. 

NAMF OF SOCIETY: ..............................
 

We submit herewith the applicalion to register the al ve-named Ssciety under the Socielies Ordinance. 

Attached hereto are also tle foIllwing documents: 

I. Iwo copies of the application fr registration 

2. rwo copies of the Rules otf he Society 

3. Bank statement from .......................... Bank . .........
 

4. Eight Aflidavits 

5. Uncancellec stamps to the value of Rs. 25 

Thanking you, 

Yours faithfully, 

PRESIDENT 
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ATTACHN1ENT 3-G 

GUIDELINES FOR PARTIAL REIMBURSEMENT OF START-UP EXPENSES AND OPERATIONAL
 
COSTS OF SOCIETIES
 

1. 	Cometition in Procurement 

The purchase of commodities funded by the grant shall he c.comiiodated using sound busi-ess practices so 
as to ensure that the price obtained is reasonable. 

2. 	 Local Procurement 

All cotmnodities and services financed by the grant usually have their source or nationality in Sri Lanka. 
Sources mean "the country from which the commodity is shipped to Sri Lanka ior Sri Lanka itself if the 
commodity is located therein at tihe tiine of purchase." Any .oinodit that citaols tlie component front a 
non-Free World country is ineligible for financing by the Grant. 

3. 	 Initial start-up costs which arc cihle for partial reinbursement oftup to 50t.of costs ilcurred are given 
below: 

Item 	 Estimated Cost saJL.. 

Table 2500
 
Chairs 1600
 
Name Board 400
 
Seals 280
 
Staple, pins and clip.; 100
 
Filing cabinets 4400
 
Adding machines 2700
 
Cash box 650
 
Contingencies 1320
 

4. 	 Initial operational costs vhich could be incurred during the first year of operation by the Society against which 
partial reimbursement of 505 of cost would be permitted are given below: 

Estimated Cot (Rs.) 

Monthly rent *'0
 
Monthly electricity 100
 
Monthly station-,y 200
 
Monlhly administration 400
 

This assistance may be extended beyond the first year for a specified period at the sole discretion of' the 
Grantor. 

5. 	 The total costs which may he reimbursed. The reinibuisement of start-up and first year operational costs will 
not exceed Rs. 13,000 or 50% whichever is the lesser. 



AI'ACH MENT 3-11 

FORM OF BONI) 

Know all men. by these presents that we .......................................................... of
 

................................... one )of the officers of the ....................................... I........ society Lim ited,
 

established at, and ................... o ........................... ............................... !....... (is surety (n
 

behalf of the said .................................... ) are .ointly ,d severally held and lirmly bound Io [ie said si ciily.
 

we joinly and severally hind inuselves and each of us by hinself,for which paymenit well and truly to be made, 

our and each of our heirs, exe,:iers, and adninisIralors firnily by these presents. 

Signed and dated this ........ day of...... 19...
 

Whereas the above-bounden ...................................... has been duly appointed ti tie oftit 	of ........... 
togclher with theof the ............................................................ Society. established as ao'es.,id. and li 

into the above written bond,above bounden ................................................. as his surely have ectered 


subject to the condition hereinafter contained. 

Now therefore the condition of the above writlen hontd is ,,,ich that if ihe said .............................. do render 

a just and true account of all moneys received and paid by him On accont of the said socicty, a-sseh) as rules 

thereof appoint, and do pay all the moneys reinainine in his lands and assivn an] Irnmser or deliver all property 

(including books and papersi belo uing to the aid society, in tits hands Or Lu'lody to si I person or persons as the 

said society shall appoint according to the rules mlf the said sociely, nngelhcr with pjrOpe and legal receipts or 

vuclis for such payments. tlhen the above Wrilleul hod shall he Vord. nlhCewisC shall lieain ini force. 

Signed and delivered in the presence ol (two wilneses) 

\') 1
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ATIACIIMENT 4 - A.I 

Manager, I)ai¢: 
Bank.............. 

Dear Sir 

REQUEST TO OPEN A SAVINGS ACCOUNT (No. I A/c.) 

Society Ltd, are a society registered under the Societies Ordinance hearing 

registration number ......... 
We ....................................... 


Our society was set up under tie small-scale enterprise development programne of 

the MED project. One of dotr -nain strategies is to Ilcilitate access to credit to our memhers from fbrmal credit 

institutions. 

Our society will be assisting members in obtaining credit troil a hank to :l up or srr3all-sCalC CrntCrpri.es. llitillall 


As a means of facilitating provision ol credit fhcilities to ourimenhers a ('ollaleral Fund is to lie established in a 

bank. This fund will be financed from contributions from cour mcmbers and grants provided 1y USAI D under the 

MED project. These funds are expected tolie maintained in two separate interest hearing accounts maintained in 
the name of our society in a hank. While contrihutions olor iernhers are to he deposited in an account designaled 

No. I account Grant funds are expected to be deposited in a No. 2 account 

these accounts are it lie based on a (,Cllacical Fund Av,cecirent wich our sok:e!y 

will have to enter into with a hank. We have decided that bankine and credit inrrerricls indr this proglourniaue 
be maintained with your hank. 

The mulanagemenrt and operations oft 

Accordingly we tlhat opened in the nainc it Societl). TIis account will bie 

designated in our records as the No. I acorunt. The Share capital contrhich nis otur nchers will he deposited 
in this account. 

request a Savings Accotil he ofti 

hcllcwing:In this coinection we lrward heewih tle 

I. A mandale to ocpen tlmeNc. I A/c. 

2. Certified copy ci resciuticin o the Genieral !ody o thce society to open the accouni. 

You are hereby atLthorised to transfier tI this iccoilnt monies lying in yoir suspense account depo.sited by our 
members when the society was firmed pending its recvsiraion. 

.....................................
Society Lid. 

......... ........... Seal of t1,; 
President Secretary Society 
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ATrACHM EINT 4-A.2 

APPLICATION TO ENTER INTO AN AGREEMENT WITH THE MAHAWELI AUTHIORITY OF SRI
 
LANKA (MASL) TO IMPLEMENT THE MAliAWELI ENTERPRISE DEVELOPMENT (MED) CREDIT
 
PROGRAMME
 

D ate: ...........
 

The Chairman
 
MED Grants Conmmittee
 
Through Chief of Party
 
MED Project
 

W e, the ............................................
Society Ltd, a society registered under the Societies Ordinance with
 
a membership of. hearing the number ..... to enter agreement with the
...... registered hereby apply into an 

Mahaweli Authority of Sri Lanka with the ohiective ot implementing the Mahaweli Enterprise Development credit
 
programme.
 

In suppoit of our application we submit herewith the filowing: 

1. 	A certilied copy of our by-laws. 

2. 	 A certified copy of our credit poliy. 

3. 	 A list of members and their present status. (page 46) 

4. 	 A certified copy of a resolution tojoin the MED credit programme and to enter into an agreement named the 
Memorandum of Agreement with MASL. (page 21)) 

5. 	 A certified statement from the ............................................
Bank confirming the opening of the No I 
account and the deposit of members' contributions in this account. 

...........................................
Society Ltd. 

SEAL OF THE SOCIETY 
....... .... Sea........

President Secretary 



ATTACHMENT 4-A.3 

Chairman 
MED Grants Committee 
MASL 

Dear Sir, 

to
W- give below an extract of the resolution approved hy the society at the General Miting held on ............ 

join the Credit Programme of the Mahaweli Enterprise l)evelopment Project. 

"Itis hereby resolved : 

() 	 To join the Maliitweli Enterprise Development Credit Programme with the ohjec of assisting our members to 
obtain facilities provided unrder this scheme. 

(2) 	 To abide by the terms and coinditions set out to the Meoimanduo ol Avrcentent. 

(3) 	 To deposit to the credit of No: I A/c prior to applyine for Giant Funds he malching Finds due rll respective 
members to the (oilvlLiral Iitl Aic. 

............ ..........................to enter into the 
Memorandum of' Agreement with the Mahaweli Authority of Sri Lanka aid to place the seal of the siiely." 

(4) 	 To anihorise .............. the President and the Secretary 


................... ................ Seal ofl the 
President Secretary Society 

Society Limitet 



ATTACHMENT 4-A.4 

MEMORANDUM OF AGREEMENT 

forthe 

Mahaweli Enterprise Development Project Credit Programme 

Bietween 

MAHAWELI AUTHORITY OF SRI LANKA 

And 

SOCIETY LIMITED 

On this day of 199, we, as indicated helow: 

I. 	 Name:
 
Title:
 
Address: 

Name:
 
Title:
 
Address:
 

as representatives of the Mahaweli Authority of Sri Lanka, henceforth reterrelI to as "the Grantor" (which term 
includes its successors and agent); 

2. 	 Name: 
Title: 
Address: 

Name:
 
Title:
 
Address:
 

as representatives of ..............................................................Society" or
henceforth referred to as "the 
"the Grantee" (which terms include its successors and assignees); 

agree to implement the activities descAihed herein. 
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WHEREAS the Grantee is a body incorporate with a legal existence distinct from its members and registered as a
 
Society under the Societies Ordinance.
 

AND WHEREAS the Grantor has agreed to grant from the Mataweli Enterprise Development (MED) Project to 
the Society by deposit into the accourt maintained at .........................................Bank ..................
by

the Society and referred as No. 2 Account hereinafter provided, funds iri'ioportion !othe subscribed Lapital ot its
 
members on a 1.5 :1 (1.5 by the Grantor) ratio, 
to serve as partial security, so as to enable the Society to facilitate 
obtaining credit and other banking facilities. 

AND WHEREAS the Grantor has also agreed to grant to the Grantee 505c of start-up and operational cost as 
hcreirafter provided. 

AND WHEREAS the Society hereby agrees that its functions include a sisting members by recommending to the 
bank loans to its members, promoting savings and capital expansion, providing technical and marketing assistaice 
and !stablishir.g a sound financial and management foundation for subsequent group lending. 

AND WHEREAS the Society has agreed to utilize and obtain the benefits of matching funds thus provided by the 
Grantor towards achieving the objectives of the Society as contained in the Working Rules of the Society annexed 
herein as Schedule I in the manner and in terms of the terms and conditions set out hereinafter. 



ARTICLE III
 

Terms and Conditions of the Grant
 

The Grant is made to the Grantee on the condition that tie finds will he used in accordance with this Menormdurn 
of Agreement, the Collateral Fund Agreement which is incorporated by reference herein, and all'(.1her tt.rlns and 
conditions provided in this Agreement. The Grantor reserves the right to require a refund by the Grantee of any 
amount th: t the Grantor determines has been expended for purposes which are not in accordance with tie terms and 
conditions of this Agreement. 

In the event of any inconsistency between the provisions cf the Working Rules (Schedule I) or the Collateral Fund 
Agreement (Sche.ule I) and any provision of this Agreement, the provision of this Agreement shall prevail. 

The Grantee acknowledges that the Grant is being financed by the United States Agency for International 
Development (USAID) under the Mahawelh Enterprise Development Project with the Government of Sri Lanka and 
that the Grant hereunder is subject to all the terms and conditions applicable to such Prtject. 

Whenever this Agreement provides that the parties shall act, agree, approve, grant. request or co-operawc, they shall 
do so in a reasonable manner in tie interest of the successful achievement of tie ;bjectives (if the Grant. 

The Grant funds in the No. 2 Account -. ith the ......................................... Bank ;hall remain ur..r the 
overall control of tho Grantee. 

The title to equipment and materials purchased with grant funds shall be hold by the Grantee. In the event of a 
windinb up of the Grantee, liquidation and distribution shall be in accordance with relevant Sri Lankan laws. 

The Grantee shall not be eligible to request Grant thnds from the Grantor as against persons who have not obtained 
full membership of the Grantee in terms of the Working Rules of the Society. 

The Grantee irrevocably undertakes that it shall not on behalf of any member witlidraw tie capital subscription of 
such member deposited in the No. I Account nor the related matching lunds in tile No.2 Account with the 
.............................................. Bank .............. and tie interest earned thereon if at least three (3) years
have not elapsed since the deposit of same as again-t tie said member and subject however to any lien or charge 
the instituion may have as regards s. ch monies and the interest earned thereon. 

Withdrawal of the capital subscription of a member shall however be permitted where alter tile aforesaid three (3) 
years the member ceases to be a member ot the Society or if such member having ceased to be a member prior to 
the lapse of the above said three (3) years seeks withdrawal after tie lapse (if the three years reckoned as aforesaid. 

Notwithstanding the above, withdrawal of such capital subscript ions shall be pcrniutted: 

a) 	 Where the membership of' individual terminates upoin his death, permanent incapacity or physical inirmity, 
subject to tile rights of the Bank under the Collateral Fund Agreement; 

b) Where a member's request fbr credit facilities towards his approved project has been retised by the institution. 

Provided that such withdrawals are not prevented by the law governing the Grantee for maintenance of minimum 
subscribed capital. 

The Grantee further undertakes to notify the Grantor of suspension of operations of the Grantee under the Societies 
Oriu nance forthwith and in such an event the Grantee shall not avail itself of new and hurther credit and banking 
facilities. 
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ARTICLE IV 

Commencement and l)uration of Activities 

This Agreement shall become el'lective on the dale on 	 the Aureementwhich it is siened by the paties it) and shall
 
remain in lfrce and effect until:
 

a) 	 The No. 2 Account to which the grant funds are deposited is terminated in accordance with the terrs of the 
Collateral Fund Agreement and the proceeds disposcd of in accordance with the terms thereof'. 

b) 	The Granlee heing liquidated belrr.- completion of the M ED Projecl on 31 March 1995, grant funds deposited 
in the No. 2 Account liall vest i lthe Grantor to be re-channeled as grants to other societies. 

c) 	 The Grantor seeks refund of Grant funds on tie verirod that theGrant finds ha'e been expended fur purposes 
which are not in accoidance with tie terms and conditions rof this Agrcnt or such funds have not been used 
to collateralize loans in a tinely and proper manner. Such Iltitiests Ir refund sholrid be upon written ntice 
being given by the Grantor to ie Bank ard to the (;ranlee in terrrrs oi proinir, to ire 11Mi in tie Collateral 

Fund Agreement between the Bank arnd tie Socily to tho tllrwin el : 

"When the Society inisrepresents tacts to tire (ilror in obtalinin natlii inds or has bfiled uor 
neglected to expeditirusly and in eurrd faith tillil tie obligatlirns ofl Ire Socievty undei this Agreenment 
or has acted itt any manner prejudicial to the luilihnlr1rInt r tlie objecltivc, (i tire Slticty as set lirlh in 
the Working Rules or fur My htr gord cau:.ce. 

' 

The Society hereby undertakes toimak e such prosvisions in the Collatcral Fund Agreement to be entered into with 
the Bank. 

At the termination of this Agreient tire parties hereto shall re imltially rleaed foni airy obligations hereunder 
thal are not stipulated to continue beyrnd the term I1"tins Avrcerient. IlhwevCvr, uin completion of lie Project, 
lunds in the No. 2 Aceount will remain with tie Batk in the namre S serve as collateralof tihe ciety an'd continue tir 
as part of' the reserves o tire Society. It,after the oripletion olft Prloject, the Snciety disbands or no longer 
requii -:the collateral funds, tire funds inay he distriuted by the Society, inaccordarrce witih Sri Lankan law to 
develop enterprises of niecniers consistent with the Project's objectives. 

The above provisions shall be su[ 'ect to and without prejudice to the rights oftIh 	 Bank.................................. 
to funds in No. 2 Account as contained in tire Collateral Fund Aerc irent. 



ARTICLE V 

Grant Budeet 

The total amount of funds disbursed hereunder shallnot exceed Rupees ...................................
made up as 
follows. 

1. Rs............
as collateral funds. 
2. Rs 13,000 as support for start-up and operational costs. 

Ary interest earned on the Grant funds which have been deposited in-the No. I and No. 2 accounts shall he retained 
in such accounts and used for the same purposes for which the principal in such account may b. used. However, 
out of the above said interest an amount not exceeding 25% of the interest earned during a par icular year may be 
used to meet annual administ-ation cost of the Grantee incurred one year after deposits have been made to No. I 
and No. 2 accounts. The use of such funds shall he for purposes approvcd in advance by the Grantor. The Society 
shall maintain records of such expenditure which shall he made available for inspection and audit. For this purpose 
a separate savings account may b.opened in the name of the Society to deposit 25 ofthe interest due from the 
second year of operation of No. I and No. 2 accounts. 

Disbursement of Grant funds shall be. in accordance with the terms of this Agreement including the Grant Proposal 
(Schedule II). 

Any modification or changes in the items of expenditure for which funds are requested will require the approval 
of the Grantor. 

ARTICLE VI 

Administration of the Grant 

All decisions by the Grantor concerning this Agreement and any disputes hereunder shall be final. 

It is expressly agreed that !he International Science and Technology Institute Inc. shall flinction as the agent for the 
Grantor for implementing or enforcing the ternis of these presents. ISTI will be responsible inter alia for disbursing 
Grant funds, for claiming reimbursements from the USAID fOr finJs disbursed to the Grantee and for recovering 
funds from the Grantee in accordance with the terms of this Agreement. 
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ARTICLIE VII 

Grant Disbursement Procedures 

The Collaterl Fund component of the Grant will h- disbursed directly to the Bank. which is a party to the Collateral 
Fund Agreement, upon receipt by ISTI, in form and suhstance satisfactory to IS°n, of: 

a. 	 A Collateral Fund Agreement duly executed by the Grantee and the ......................................... 
Bank and certified by a duly authorized representative of the Grantoe to le a true and correct copy 
thereof; and 

b. 	 A Request tifr Disbursement which shall state and provide evilcnce of the an.iount of'capital subscriptions 
deposited by the Grantee's menicrs for which matching linds are bcing reqLestcd; the name of tileBank 
and number and name of account into which the dishursement shall hbemade. 

The start-up and operating expenses component of the Grant will he disbursed directly to the Bank or to the Society 
or to a supplier, upon ieceipt by ISTI. in torm and substance satisltctoirtI ISTI of duly authenticated receipts 
together with a Request tor l)isbuse cmnt. l)ishuisement ol (iant funds tol,,ait-up t Issa:ll be in the torim of 
reimbursement of up to 50% ot expenditures incurred in I blainine items agrced upon In ;IdvaneI (including, table. 
chairs, name board, seat, staples. pins and clips, tiliny cabinct. adding mthic,cash I10X. l)ismursoment ot Grant 
funds for operational costs shall be in the trn of a reill lrsement of up) to 5W", ot ninthly expenditure oifitems 
estimated by the Grantee, and approved iII advance h) ISTI (including costlotf muthly tent, liht ig. stalionery, 

administration). 

The Grantee will follow good commercial practices in making expenditures tor which rciilituiiseucmt will he made 
with Grant funds. Such prackices will include secoring atnunilnni of three p1ice qtIOW fbr purcliises oft goods anJ 
services. Origin and source ofiod, and services putchased with Grant finds shiuld he Sri Lanka. United States 
or other free world countries. No expenditure costing moire than the Rupee cquivalent o II S $5,(t00 will he made 
without prior ISTI approval. ISTI, in approvirg such expenditures, will ensue ioipliance with AID reqLiireineints 
as to source and origin. Goods and services purchased with Grant fund., tr a value equvalcnt to more than US 
$5,000 must be of Sri lnkan or US origin and source. The Grantor shall enure that the Grant is disbursed inia 
timely manner upon submission ot the documentation reiluired above. 

ARTICLE VIII 

Rj.pi,r eutliirtnment, 

The Grantee will provide to the Grantor such inirniatii conrcerning the CGirant as the Grantor may reasonahly 
request. The Grantee shall at tie request of ile Grantir make available ir inspection ti authorised officers of the 
Grantor all books, registers, and docinents nintained by the Society con,:eriiing this Agreement and consequent 
transactions for inspection. 
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ARTICLE IX 

Records and Audits 

The Grantee shall maintain books, records, documents and other evidence (the foregoing shall constitute "records" 
for the purpose of this Article) and shall apply con:;istent accounting procedures and practices sufficient to reflect 
properly all traxtcdions involving the Giant, including all transactions involving the collateral account into which 
the Grant is deposited. 

The Grantee shall maintain such records during the term of this Agreement and for a period of three (3) years after 
the final disbursement under this Agreement. However, records which relate to disputes, litigation or settlement 
of claims arising out of the performance of this Agreement shall he retained until !;uch disputes, litigation or claims 
have becn 'ettled. 

All records shall be subject to inspection and audit by MAS. and the US Comptroll.2r General and/or USAID and 
their authorized agents at all reasonahle times. The Grantee shall aftrd proper facilities for such inspection and 
audit. 

The Grantee shall include in the Collateral Fund Agreement a provision that the Bank agrees that MASL, the US 
Comptroller General, and/or USAID or their authonrised agents. shall, the expiration ot' three (3) years afteruntil 
the termination of this Agreement, have access toany bovoks, d cuments, papers ,od rec rids of the Bank which are 
directly pertinent to tire Noi. I and No. 2 Accounts for tite purpose of tuaking atidit exaitnations, excerpts and 
transcriptions. 

The Grantee shall submit to the Grantor a duly authenticated copy if the Audited Prolit & Loss Account, Balance 
Sheet and Auditor's Report within 90 days after the eiid oif ever) financial year of the society until 3 years have 
elapsed after deposit of funds in No. I and No.2 Accounts and at any time it is required by the Granttor within the 
said 3 years. 

ARTICLE X 

Modifications and Amendment,; 

This Agreement shall not he modified except by the prior mutual agreement of the parties hereto and an) such 
change shall be effected by a formal written amendment tothis Agreement signed hy the parties hereto. 
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AR'ICI.LXl 

Legal Eflct of USAII) Approvals ald )ecision,; 

The parties hereto understand that IUSAID may reserve certain rights such as, but not limited to, the right to 
approve the terms of any contract of sub-agreenient, cointractor or sub-recipient. and any or all plans. reports, 

specifications, subcontracts, bid document,. drawings, or other di cuments related to such .ontract or sub-agreenient 
and the project of which it is part. The parti's hereto further understand and a .re,.that USAIl). in reserving any 
or all of the foregoing approval rights, has acted sttlIy as a fiineier citintrl to a sure ihe prupct use (t United 
Status Government funds, and that any dcc ision by USA I) to .xervise iii ic rain lion1 e-crcisin. these approval 
rights shall bo made as a financier in the cours: (." financing this piolect and shall not he coiistrucd a-. making 
USAII) a party it the contract ur sub-agieCCieiLit1. The lartiefs herclo undecsland and a.ewc that 1.JSAI) may, frtn 
time to time, exercise the hureioing approval riplls, or discuss matlt.crs separately,. oinrlly or with any of them. Any 
approval or failure to disapprove by USAll) slhall not har the Granhtr )r USAI) Iiout asseltto any I ight. or relieve 
the Grantee of any liability which the latter iniyht uili eise have it the ;iariir ir USA ID 

ARTICLE XII 

Finane.int ohI Ical I'axes 

The Grant may not be used to pay identiliable taxes., fes, levies. duties or impositions uf the Government of Sri 
Lanka. To the extent that any such taxes or other impo.sitioins are identifiable and charged, they' shall be paid by 
the Gramee from its own funds. 

ARTICLE XIII 

Notices and Addre,,ses 

Any or all notices are deemed to have been validly givn if ieduced tii writing, sigined by the party giving such 
notice enclosed in a sealed envelope and mailed hy re-:islered pist addressed to the party to whom such nitie is 
intended at the addresses eiven above or any- ither address hrn tine ti tilenc i iiiated hy the party concerned. 
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- -----------------

Any change in the addresses of parties as herein contained shall be notified promptly to the other parties to this 
Agreement by registered post. 

TIlE MAHAWELI AUTHORITY OF
 
SRI LANKA (Grantor) 
 Society Ltd.(Grantee) 

By: ------- By: -----------------
Name: Name: 
Title: Title: 

By: By: 
Name: Name: 
Title: Title: 

WITNESS: WITNESS: 

Name: 
 Name:
 

............ ,.... .....
 

Acknowledged 

..... ,..........°........
 

Chief of Party, MED Project 
For International Science and Technology Institute (ISTI 
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A'T1ACHMENT 4-A.5 

Manager 

Bank,...................................... 


Dear Sir, 

REQUEST TO OPEN A SECOND SAVINGS AIC TO DEPOSIT GRANT FUNDS PROVIDED UNDER THE 
MED CREDIT PROGRAMME (No.2 A/c.) 

In terms of the collateral lund agreemcnt entered into with your bank '%chereby request you o open a second 
savings account in the name oft our society to enable the MASI. to renut 
the Collaterl Fund component of the Grants provided to our society. 

The MED office, Coloni requires the account number to which these Grant funds could he sent. Therefore please 
inform us the account nii.ber allotted to this aLcoun. 

We, enclose herewith the fcllowin

1. A certified copy of a ie"siilttionr ot the Cimnmittec toiopen the second account. 

2. An account-opening torii duly completed. 

Thanking you, 

Yours faithfully, 

............................ I... Sea l 

President Secretary 

......................... Society Ltd.
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ATTACHMENT 4-A.6 

Manager 
....................................
Bank 

Date: .............
 

Dear Sir, 

REQUEST TO ENTER INTO A COLLATERAL FUND AGREEMENT WITH THE... 

SOCIETY LIMITED 

We ............................................................
Society Limited, are a society registered under the Societies

Ordinance bearing registration number ..........
Our society was set up under the small-scale enterprise development
 
programme of the MED project. 
 One of ou,' main strategies is to facilitate access to credit to our nternbers from
 
formal credit institutions.
 

Our society will be assisting members in obtaining credit from a bank to set up or maintain small-scale enterprises. 

As a means of facilitating provision of credit facilities to our members a Collateral Fund is to be csta li'.hed in a
 
bank. This fund will be financed from contributions from our members and Grants provided by USAID under the
 
MED project. 
 These funds are expected to be maintained in tmo separate interest bearing accounts maintained in
 
the name of our society in a bank. While contributions ot our members ale to be deposited in an account designated
 
No.1 A/c. Grant funds are expected to be deposited in a No.2 A/c.
 

The management and operations of these accounts are to be based on aCollateral Fund Agreement which our society
will have to enter into with a bank. We have decided that banking and credit arrangements under this programnme 
be maintained with your bank. 

In this connection we forward herewith the tollowir;g: 

1. Two copies of the Collateral Fund Agreement 

2. Certified copy of the re.olution of the General Bod) t the society to enter into the above agreement. 

Please inforn us of the date and tnie tocall over I the bank to sign this agreement. 

...................... 

........
, , , * . . .
 

President Secretary 

.........................................................
Society Limited 
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ATTACHMENT 4-A.7 

COLLATERAL FUND AGREEMENT 

THIS AGREEMENT made and entered at ..................... oin this ........... day (it............. BY AND 
BETWEEN 

.................................................................................... SOCIETY LIM ITED registered under the 
Societies Ordinance as a body corporate and having its registered office it ................................ 
............................................ (hereinafter referred to as the SOCIETY, which term and expression as herein 
used shall, where the context so requires or admits. mean and include !he said 
................................................................. Society Limited, its successors and assignees) of TILE FIRST 
PART 

AND 

........... BANK LIMITED having its registered office at ...... 

........................................................... (hereinafter referred to as the BANK which term and expression 
as herein used shall, where the context so requires or admits, mean and include the !said .... Bank Limited, its 
successors and assignees) of the SECOND PART 

WITNESSET|I 

WHEREAS the Mahaweli Authority of Sri Lanka (hereinafler referred to ais the Grantor and which term and 
expressions shall include its successors and agent) is desirous of granting tinanciel assistance troin the Mahaweli 
Enterprise Development (M El)) Project to small-scale entrepreneurs in the Mahaweli Areas. 

AND WHEREAS the Grantor with the abovesaid o(lcctive in view has assisted in the oslahlishiuen of societies in 
the Mahaweli Areas to enable small-scale entrepreneurs to more effcctively tv;rry out non-crop small-scale 
enterprise. 

AND WHEREAS the Society hereby agrees that its functions include assisting imenbers by recommending to the 
Bank loans to its members, promoting savings and capital expansion, providing technical and ,arketing assistance 
and establishing a sound financial and management iiindation for subsequint group lending. 

AND WIIEREAS the Society is desirous of depositing with the .................................... Bank, ly way of 
collateral as partial security, the sushcribed capital of the members of the Society relered to as No. I Account and 
the matching funds to be provided by the Grantor to the Society. referred to as Ni. 2 Account, respectively so as 
to enable and facilitate the members of the Society to obtain loans and other credit tacilies from such Bank. 

AND WIEREAS the Bank has agreed to accept the deposit of such iminies subtlcct to and in terlis o the conditions 
and stipulations herein set out. 
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IT IS HEREBY- AGREED BY AND BETWEEN THE PARTIES AS FOLLOWS: 

The Society shall forthwith deposit with the Bank the capital subscriptions of its members in an interest 
earning savings deposit account designated "No. I Account" and the Society shall deposit such additional 
capital subscriptions from time to time hereafter as and whetin a new member is admitted to the Society. 

2. 	 After opening the No. I Account by the Society, the Bank shall cause to be opened an interest eaming 
savings deposit account with the Bank designated "No. 2 Account" in the name of the Society into which 
the Grantor may deposit with the Bank, funds on behalf of the Society to match tle subscribed capital of 
members of the Society deposited in No. I Account, in a ratio of 1.5 Rupees for every Rupee deposited by 
the Society. 

3. 	 The Bank shall pay interest at ....% per annum or ;tsuch other rate of interest isagreed between the 
parties on deposits in the "No. 1 Account" and the "No. 2 Account". 

4. 	 a) The Bank may upon the request of thle Society and in accordance with the terms, conditions and 
stipulations as is required by the Batik provide to the iidividual mcmbers of the Society upon the 
recommendation of the Society, loans and other financial facilitiesmay be reas(nably required toas 
further the objectives of the Society of settinv up or expand small-scale enterprises envisaged in the 
Mahaweli Enterprise Development Project. 

b) 	 The Bank agrees to consider loans and other credit facilities to member, ol the Soct ts'in accordance 
with the bank's standard credit criteria adopted torproviding assistance for the development of snial
scale enterprises, subject to 11e following conditions: 

b. 1. That it will not. itsecuring its loan, and ,thei redit tacilities to menbers of tile Society by 
obtaining the guarantee ofperson,, atcepl as guarantors per,,ins other than ittetber or members 
of the Society. 

b.2. 	That. the nuxitnum loan or other credit facility provided to and outstanding from a member shall 
not exceed Rs ..................times ;um oflindividual capital contribution of theor ........ the 
member to the No. I Account, and tlie corresponding deposits it tie No.2 Account, whichever 
is less. For this purpose the Society shall furnish to the Bank a statement tf individual capital 
subscriptions of membtrs deposited by the Society to the No. I Account duly certilied. 

b.3. 	 the Bank and the Society with the concurrence of the Giantor oi its aec'nt may vary the above satd 
conditions in appropriate circulstances and the cntcurrerce tfttht' Grantor. Such variation and 
the concurrence of the Grantor shall be ti writing. 

5. 	 If for any reasons whatsoever tile are suspended under the Societies Ordinance theipenrtitns of tie Society 
Society shall notify the Bank of same forthmith and the Bank Ci)shall iriniediately stop the Society or its 
members from availing tItetnscl e itany tnew and furthet loans ard iinancial tacilities untiles ' such time the 
suspension is lifted and (ii) may assert its right t1.recall the loans oiutstandin frotti ninibers upoin such 
suspension. 

6. 	 In the event the Society is liquidated or being liquidated at any titme prior to the expected completiontf the 
MED project on March 31st 1995. the Society shall tohave an) clairtothe fhnds heldimmediately cease 
inthe No. 2 Account and the Bank shall return tIhmsaid funds to tie Grantor. subject however to clause 9. 
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7. 	 The Bank shall permit the Grantor t)withdra,v funds held in No. 2 Account in the name of the Society 
subject however to clause 8, if the Grantor shall give tie Bank notice in writing that the Society 
misrepresented facts to the Grantor in obtaining matching funds or has lailed or neglected to expeditiously 
aid in good faith fulfill the obligations of' the Society or has acted in any manner preiudicial lothe 
fulfillment of the ahjectives of the Society or f rany other good cause. 

It is expressly agreed that the Bank in acting under this clause is not obliged tIgive notice to the Society 
-r obtain the prior written consent of the Society and the Society hcreby authorizes the Bank to debit the 

No. 2 Account and make remittances in terms of the aforesaid provision subject to clause 8. 

8. 	 The Bank shall have a paramount lien and a right of set off on all monies deposited in No. I and in No. 2 
Accounts together with interest, which ate colltateralizing loans or other credit tIacilities granted by the Bank 
as aforesaid, except for inter, 1 which the Society is permitted to withdraw from the No. 2 Account as 
specified in Clause 15. 

9. 	 The Bank may cancel, freeze or recall any credit facilities given to the members of the Society if it is of 
the opinion that the members have not utilized the facilities granted lotthL.tothem inteided purposes. 

10.1 	 The Society irrevpocably undertakes that it shall not on behalf of any member witlidiaw the monies deposited 
on behalf of a member in the No. I atnd No. 2 Accounts and tie interest earned thereon Subject however 
to clauses 8 and 15, if at least three years have not lapsed since the deposit of sane itsagainst the said 
member. 

10.2 	 The Bank irrevocably undertakes that it shall not permit the withdrawal by the Society on behalf of any 
member of the monies deposited oi behalf of a member in No. I and No. 2 Accounts if at least (3) years 
have not lapsed since the deposit of sate against the said mcnther and sulict I0weveI to clauses 8 and 15 
aboveaid. However withdrawal of capital subscription shall he permitted after threti years Ifom the date 
of deposit subject to clause 8 ahovesaid. 

However, withdrawal of capital subscriptions of No. I Account shall be permittted where after the atoresaid 
period of three (3)years an individual having ceased to be a metobet lotany reason whatsoc .er prior t the 
lapse of the abovesaid three (3)years seeks wilhdrawal after the lapse of the three (3)year., subject to clause 
8 abovesaid. 

Withdrawal of' monies form No. I Account shall however be perlmitted on the resotlultil of the Society: 

a. 	Where the membership of :m individual terminates upon his dehi permnentl incapacity ir permanent 
physical infirmity. 

b. 	Where a inebcr'N request tor credit facilities towards his protect has been relused by the Bank, 
provided that such withdrawals are not prevented by the law governiun Societies regarding maintenance 
of minimum subscrited capital. 

Prior to completion of the *'"D Proijecl, if withdrawals are mnade frIm Nio. I Acciount the related montes 
deposited in No. 2 Account shallreveit granis tomto the G rantor tolbe re-channelled as other ,ocieties. 

1I. 	At the termimation of this Agreement the parties hereto shall be utiltiually released frotm any obligations 
hereunder that are not stipilated to continue beyoid the term of thisAgreement. I owever, upton completion 
of the M ED Project, Funds in No. 2 Acciunt will remaim with the Rank in the name t the Society and 
continue to serve as collateral is part of its reserves. If, after the completion olthe Project, the Society 
disbands or no iurmir t:quires the collateral funds, the funds may be distributed inaccordance with Sri 
Lankan law to be t,ed to develop enterprises tt members consistent witlh the Project objectives. 
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12. 	 T,,rSOciety shall submit to the Bank a duly authenticated copy of tileaudited profit and l0,'Iaccount, 
balance sheet and the Auditor's report within .!'days of thc end of ever financial year. 

13. ';:TheSociety shall' at'the request of the Bank make available to duly authoized officials, agents of the Bank 
all books, registers and other documents maintained by the Society in connection with this Agreement and 
transactions related hereto for their inspection. The Society shall permit tie Bank through its authorised 
officials to enter its premises at all reasonable times for inspection of such books, registers and other 
docunients. 

14.1 	 In recovering monies lawfully due and owing to the Bank from individual members on account of credit 
facilities granted on the request and recommendations of' the Society, the Bank shall suliect to the governing 
mortgages and other applicable provi-ions:I 

a. In 	 the first instance, after classification of such credits as past due, have recourse to an amournt 
equivalent to the capital subscription of the individual member deposited in No. I A/c based on a 
certificate from the Society regarding the amount deposited in the Bank by the Society out of that 
member's capital subscription to the Society. 

b. Where notwithstanding the above, full satisfaction of the amount due and owing from the member under 
such credit facilit', is not received by the Bank, the Bank shall have recourse to any securities taken by 
the Bank from the defaulting member. 

c. Where notwithstanding action taken 'it' 'b'above,under and tie Bank has fIailed to obtain complete 
satisfaction .f all tilesums due and owing to it from member it shall then be entitled to have recourse 
to the amounts in the No. 2 Account, which shall include accumulated iwierest, oth.-r than ihe amounts 
withdrawable in accordance with Clause 15. 

14.2 	 Where a member provides immovable property as security for a sum given as a loan or other credit faicility 
by the Bank, he shall not be called upon to provide any further security for the said ficility whether by way 
of collateralizing of suhscriptioiis or other%%(se. 

14.3 	 The above provisions shall be without prejudice tiothe Bank's rights to resort to other legal remedies for 
recovery of tie sums due and owing from the nembcr in te first instance. 

duigl mnimber sums 
interest due there on, include the incidental expense.. related to providing loan oir ow:;e.r facilities such as 
stamping, documentation and Bank charges levied in the usu'il: 

14.4 	 The sums due and owing tothe Bank from an mdi" - shail, in addition to the lent and 

iurse of' business by tile Bank. 

IS. 	 The Society may withdraw one year after deposit of fuinds in'No. I and No. 2 Accounts asum riot exceeding 
25% (twenty-five percent) of the interest ear".d on monies held in the No. I Account and the No. 2 Account 
for use as essential adminismratio, costs of the Society. T i dse of such funds shall !e for purposes approved 
in advance bythe Grantor. The Society shall maintain records of such expenditure which shall be made 
available for ir.spection and audit. For this purpose a separate savings account may be opened in the name 
of the Society to deposit 25% of the interest due from the second year of operation of No. I and No. 2 
Accounts. 

34 



16. 	 Any and all differences and disputes of whatsoever nalure arising belween any two or more parties hereto 
during the continuance of this Agreement or at any time thereafter as to the construction. interrretation or 
application of this Ag:'cment or any clause or thing contained in the Agreement or as to any other matter 
relating to this Agreement shall be referred to arbitration of a person to be.jointly appointed by the parties 
herein, or if such arbitrator shall be unable or unwilling to act, to nother arbitrator to be agreed upon by 
the parties hereto within thirty (30) days of the dispute. 

If no arbitrator is appointed or if the parties cannot agree as to the arbitrator within thirty (30) days of the 
dispute the parties shall refer th, matter to the court having jurisdiction flir tie appointment of an arbitrator. 

The decision 'award upon a reference to arbitration shall be a condition precedent to any right of action 
against any and all disputes and differences arising between the parties to this Agreement as aforesaid. 

17. 	 Any alteration or variation in the teuins of this Agreement shall not be valid unless in writing and signed by 
the parties to this Agreement and acknowledged by the Grantor or its agent. 

18. 	 Any or all notices are deened to have been validly given if reduced to writing, signed by the party giving 
such nioi':eenclosed in a sealed envelope and mailed by registered post addressed to the pany to whom such 
notice is intended at the addresses given above or any other address from time .* le intimated by the party 
concened. 

19. 	 Any change in the addresses of tie parties as herein contait'd shall he notified proopt'v to tit '1ther parties 
to this Agreement by registered post. 

20. 	 It is expressly agreed that the International Science and Technology Institute Inc. shall function as the Agent 
for Grantor for implementing or enforcing the terms of these presents. 

21. 	 It is agreed by the parties that the Bank shall, for a period of three years after the termination of this 
Agreement, indntain all records, documents, registers and receipts directly related to the conduct of the No. 
I and No. 2 Accounts and further agree that USAID or its authorised olicials shall have access to same, 
both during the conduct of the two accounts mentioned above and for a period of three years after 
terminatior, of same. 

In the case of a Bank owned and controlled by the Government of Sri Lanka the cognizant Govenment of 
Sri Lanka audit agency could perform any required audits on the condition that a separate report is issued 
that addresses the AID-financed activity and that a copy of the audit repot is provided to USAID. 

In the case of a privately-owned Bank in Sri Lanka. the Bank's own auditors may perforn any required 
audits provided the audit firm is acceptable to USAID and on tie condition that a separate report is issued 
that addresses the AID-tinanced activity and that a copy of the atudit report is provided to USAID. 

22. 	 This Agreement shall stand terminated on March 31. 1995. unless terminated earlier consequent to the 
operation of clauses 5,6,7,8,9 and I I of these presents whereby contintation of this Agreement is not 
possible. 

35 



IN WITNESS WHEREOF THE PARTIES HERETO SET THEIR HANDS AT ................ on ihis ....... day of
 
....... One Thousand Nine Hundred and Ninety..... to these presents and two others of the same tenor and date.
 

.. ........o ... ....,........ .. ........ .......... 

Authorised Authorised President Secretary 
Officer Officer 

........... Bank ........ Bank ........................................... Society Ltd
 

Designation Designation Seal of the Society 

WITNESS: WITNESS: 

Name: Name: 

Acknowledged 

o. ...... ,,. .... .. . . 

International Science & Technology Irastitute Inc 
as agent for the Grantor 
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ATTACHMENT 4-A.8 

Manager B 
Bank................................ 


REQUEST TO OPEN A GENERAL ACCOUNT 

In addition to the two accounts opened in your bank to deposit collateral finds of our society, it has become
 
necessary to open another account for general operational purposes of our society.
 
In this connection we enclose herewith the following:
 

I. A certified copy of the resolution to open the account. 

2. An account-opening form duly completed.
 

Please inform us the number of this account at your earlie:;t convenience.
 

Thanking you,
 

Yours faithfully, 

.......... ...0...........
 

Prefsident Secretary 

........................................ Society Lim ited
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ATTACHMENT 4-A.9 

GRANT PROPOSAL 

..... °.............
 

Mahaweli Authority of Sri Liaka Date: .........
 

Anlication for assistance under the MED Project 

We the ................................. ....... Society Ltd, a society registered under the Societies Ordinance with
 
the membership of ........ members, bearing registered number ...... to facilitate access to credit for its members,
 
and having deposited a sum of Rs .......... being capital subscriptions from .... members in No. I Account bearing
 

Account No ........ in .................... Bank, hereby apply for assistance in the form of grants as per details given
 
below:
 

1. Rs ........... (In words ...................................................... ) to be deposited in No. 2 Account
 
which is an interest-bearing savings Account No ............... maintained in the name of .................. at 
Bank ............... branch. The fur.ds in No. 2 Account will he used to collateralise loans and other credit 
facilities which may be provided by the Bank directly to the members ofour Society on our recommendation 
for the development of their small-scale enterprises as detailed in the hbllowing Table I. 

TABLE I 

NAME OF THE EXPANSION OR TOTAl PURPOSE OF AMOUNT OF AMOUNT OF 
MEMBER & NEW PROJECT PROJE, THE LOAN DEPOSIT MADE 
MEMBERSHIP No. COST RS PROJECT EXPECTED* TO No. I 

ACCOUNT # 

# vide bank's certificate of balance in a/c dated ............ enclosed.
 
* vide bank's letter dated ....... enclosed, indicating the approval of these loans
 



2. Rs .................... (in words ...................... ) by way of reinibursement of 50% of actual cost 
incurred by us as start-up expenses as detailed in Table II below: 

TABLE If 

DESCRIPTION OF ITEMS VALUE OF ITEMS AMOUNT REQUESTED FROM 
PURCHASED PURCHASED* GRANT FUNDS (50%) 

3. 	 Rs ....................... (in words ................ ) being 50% of the estimated cost of operations t the 
Society for a period of one year coimmencing train the m.inth atstahlishinLof the 01 lice of the Society, 
as set out below in Table Ill.** 

TABLE Ill 

Item Description of item Monthly estimated Annual estimated Amount estimated
 
No. amount Rs. amount Rs. to be claimed
 

monthly Rs.
 

1. Rent 

2. Electricity 

3. Stationery 

4. Other Admin. Expenses 

TOTAL:
 

* Enclose bills/receipts 

** Obtain approval in principle first, based on estimates 
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TABLE IV 

Annual estimates 
approved by ISTI 

Actual expenses incurred 
for the month* 

Amount re;quested by 
way of 50% 
reimbursement 

Rent 

Electricity 

Stationery 

Other admin. costs 

TOTAL 

* Enclose bills/receipts 

Signed on behalf of ........................................ 
Society Ltd. 

Designation .............. Designation ................ 



ATTACH MENT 4-B. I 

International Science and Technology Institute, Inc.
 
MAHAWELI ENTERPRISE DEVELOPMENT
 

I'.Iil)'MAdI .	 '(004%MI %T.f Mh I.., I n) PI-. t*,l 4 1-; 

To MED Grants Committee
 

From ....................... AM /DM , EIED ....................
 
..........................................
F BC , 
Through COP/ MED 

D ate ................. 

Subject Application from .................................................................... Society Limited to enter 
into a Memorandum of Agreement with MASL to implement the MED Credit Programme 

Ref. ......................
 

An application from ............................................. to join the M ED Credit Programme is forwarded herewith
 
for the consideration of the MED Grants Committee.
 

In support of their application the Society has .ubmitted the undernentioned documents: 

I. 	 A certified copy of the approved by-laws 

2. 	 A certified copy of the Credit policy 

3. 	 A certified copy of a resolution to Join the MED credit programme and to sign the Memorandum of 
Agreement 

5. 	 A certified statement from ......... Bank .......... Branch confirming a balance of Rs .................. in the 
member's Share Capital account 

6. 	 An undertaking to deposit the balance share capital contribution in their account. 

This society was formed under the sponsorship of the M ED Proj.fect and was registered on ................... under the 
Societies Ordinance. It is a legal entity independent of its members. 

The society has a membership of.... The share capital of the Society contributed so far is Rs ......... These funds
 
are deposited with ........................... Bank ................... Branch.
 

Details about the individual member! are viven in Annex ...... 

The loan requirements of..... nembers have been estimated at Rs.................. Based on this estimate the share 
contribution of members is Rs ................. being 8'A t loans and the grant component Rs ................ being 
s2%. 

Members have already colntributed Rs .................. to the share capital and have undertaken to deposit the balance 
due. 
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We recommend to the MED Grants Committee 

1. 	 To approve the application of the .................................................................... Society Ltd to join 
the MED Credit Programme and for the MASL to enter into a Memorandum of Agreement with the Society. 

2. 	 To approve Grant Assistance (1) up to Rs.................. (subject to i ceiling of US $2,000 equivalent) to 
establish a Collateral Fund in ...................... Bank and (2) up to Rs ................ by way of 
reimbursement of start-up and operational expenses of the Society ubject to terms and conditions of the 
Memorandum of Agreement. 



AITACIIM EN1' 4-B.2. 

Chairman 
MED Grants Committee 
MASL 
Thr ISTI 

We give below the list of the members and their present status: 

Nam. New or Type o1pnijel Estimated Share Aiounl N1,,t1hl) Balance 
exi'iI1g1 pn.i, value,held ,I hill. Piet hare 

payahle 

t. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

15. 

Total 

............................. Seal of 
President Secretary Society Limited 

43 



A1TACHMENT 	4-B.3 

International Science and Technology Institute, Inc.
 
MAHAWELI. ENTERPRISE DEVELOPMENT
 

MPI)0lfl , EIEDMA"., thri- tn.Ir P-J. Colnbo 4 F, 'W4(.45 

To 	 Chief of Party, MED Project 

Thro' 	 Credit Advisor, MED Project 

From 	 DM/AM/EIED Mahaweli Business Centre ........................
 
Field Business Consultant Mahaweli Business Centre ..........................
 

Date 

Subject 	 Submission of a Grants (Disbursement) Proposal (No .........
 
of .................................................
Soc:ty Lim ited .........................
 

We submit herewith the above Grants proposal fordrawdown of Grant funds in terms of the Memorandum of 
Agreement (MOA) entered into by the above named society with the MASL dated: 

2. 	 The Grant budget approved in terms of the above agreement is as tollo.,s: 
Collateral Funds (CF) Rs. : 
Start-up (SU) Rs. 7,000 1 
Operational Costs (OC) Rs. 6,000 1 Rs. 13,000/

3. 	 Already following sums have been released to this Society:
 
CF 
 Rs. 
SU Rs. 
OC Rs.: 

4. 	 The balances available are as follows:
 
CF 
 Rs.
 
SU 
 Rs. 
OC Rs.: 

5. 	 Amounts applied for in this proposal are as Ibllows: 
CF Rs.
 
SU Rs.
 
OC 
 Rs.: 

6. 	 Balances available for drawdown after deducting the amounts applied for: 
CF Rt.
 
SU 
 Rs. 
OC Rs. 

7. 

..............
 

We confirm that the ...................................................
Bank has conveyed their approval of loans 
tabulated under Table I of the enclosed apphcation tor funds. A copy ot the letter riom the bank is enclosed. 

8. 	 We hereby recommend this proposal and confirm that (I) this application is in conformity with the terms 
of the MED credit progiamme and (2) books and records of the society arc regular and up to date, 
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A'IrACI IMI-NT 4-C. I 

International Science and Technology Institute, Inc. 
MAHAWELI ENTERPRISE DEVELOPMENT 

MUJ Ofr-, I-I311MANI..fthil,1., it5ay PI., Vo.6-1 4 i.,. NO 

To 	 Director G'neral/MASL and Chairman 
MED Grants Committee 

cc 	 Secretary General, MASL 
Director, EIED 

From 	 The Chief of Party/M ED Project 

Date 	 ....................
 

Subject 	 Application from .............................................Limited. enter info a
Society to 
Memorandum (ifAgreement with MASL to implement the Credit Programme of the MED 
Project. 

Ref 	 .................
 

An application from .................................................................................
Society I.td tojoiin the Credit 
Programme of the M ED Project is forwarded herewilh for the review and appoval of the M ED Grants Committee 
rthe Committee), in terms of paragraph three of section I. of the Project Implementation Letter (PI.) No ... 
........................... small business savings andwhich authorizes the approval of Grants by the Committee to (i) 
.redit associations and (ii) othei Mahaweli business associations, upon submision of propo;als hy ISTI. 

|'hePIL provides for the NI ED Grants Cornitee to he comilosed of the NIASI. I)rector General (Chairman). the 
VIASL Secretary General and the EIEID Director. 

n support of their applicatir n the Society has suhmittted the undei inenti oned docLments which are deposited in our 
ecords: 

I. 	 A certified copy of approved hy-laws. 

.. 	 A certified copy of the Credit Policy. 

1. 	 A list of"members and their present status. 

I. 	 A certitied copy of a resodluition ti ioln the MFI) credit programme and ti sign the Memorandum of 
Agreement. 

A certified statem ent from ........................................................................
confirm ing a balance 
of Rs ............................(Rs ..........) in the menther's Share Capital account. 

An undertaking front the Society to deposi, the balance which shotuld be cozntributed by tihe Society to the 
Collateral Fund Account. 

-his Society was registered on ............
inder the Societies Ordinance. The Siiciety has a membership of.......
 
mall scale entrepreneurs. The share capital of the Society contributed so far is Rs...........
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Details about te individual members, their projects and loans required are attached. The loan requirements of 
........... members have. eenestimsted at Rs. ... ........ Based or this estimate,,ihe slhare contribution of members 
is Rs ................ being 8% of estimated loans and the Grant component is Rs ......... being 12%, making in all 
20% of estimated loans. 

Banks participating in this programme have agreed to loan to members upto five times the deposits in the Collateral 
Funds represented by (i) the share contributions of members and (ii) the MED Grant component. 

This application has been recommended by the Assistant Manager EIED and the Field Business Consultant of the 
................................ Mahaweli Business Centre. 

We recommend to the MED Grants Committee: 

To approve grant assistance (i) up to Rs .......... (subject to a ceiling of US $2000) to establish a Collateral 
Fund in ......................................................... Bank and (ii) up to Rs . ............... by way of 
reimbursement of 50% of the slart-up and operational expenses of the Society subject to terms and conditions 
of the Memorandum of Agreement. 

Your approval will be indicated by signing the attached Memorandum of Agreement which is in the form established 
in PIL No: ...... referred to above. 

Enc. D.G. 	 - MOA for signing 
- Loan requirement of members 

SG and Director 	EIED - Loan re'quirement of members 



ATACHMENT 4-C.2 

INTERNATIONAL SCIENCE AND TECHNOLOGY INSTITUTE 

MAHAWELI ENTERPRISE DEVELOPMENT 

To 	 Chief of Party MIED Project 

From 	 Credit Advisor 

Date 

Subject 	 Re!ease of Grant Funds to ...................................................... Society Ltd (Registered 
No. 
(I) to establish a I as a deposit to I Collateral Fund in ....................................... Bank
 
.......................
Branch.
 
(2) by way of reimbursement of Star,-up expenses/operational expenses for the period 
................. Application No. 

I. 	 An Application for Grant Funds from the abo ve named Society for Rs .................. (Rs .................
 
..................................................................... is forwarded herewith togetherwitha memorandum
 
of reccmmendation from the DM/EIED and FBC ....................
 

2. 	 This application is for matching Grants to a Collateral Account maintained by the Society/ partial 
reimbursement of Start-up expenses/operational expenses h)r the period.............. This application is ill 
conformity with the terios approved under the Project Inplementation L.ctler (PIL) No. 26 dated Septemher 
11,1991. 

3. 	 This remittance will enable the release of .... loans ior Rs: .......... to ......... members ot the Society
 
by the ............................................ Bank.
 

4. 	 Action may be taken to remit a sum of Rs......... (Rs .............................................. 
............................... ) to the credit of Savines/ Current account No........ (Nio. 2 A/c) maintained hy 
the Society at the ............................................... Bank ......... ..... Branch, in terms of 
paragraph three 'f Sect ion I.I of the above mcntioned PIL. The cheque may he drawn in favor of 
............................................... Savitgs/Currwnl account No. ......... and sent to
 
................................. ..................... Han k .................
 

5. Copies of 	the c'overing letter to the hank may he sent to 

1) The ..................................................... S ociety.
 
2) Mahaweli Business Centre ................
 
3) Credit Advisor MED office, Kandy.
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A'I-ACHM ENT 4-C.3 

Date: .... 19.. 

Manager 
Bank ,...................................... 


Dear Sir. 

Deposit of Rs. ................ by way ol Grant Funds in the name tit ...................... 
under the M ED Credit Pro ranmni* .......................................... 


In accordance with the Collateral Fund Aerement sicned lk.w.en your hank and above mentimed socicty. we 
R .........enclose herewith acheque hearing No . .......... o s (R ........ .............................. )drawn 

in lavour ofthe above mentioned society, to he deposit to hliecredit o1 theii Samincs/C'uricnt account No. maintained 
by this Society in your hank. 

Ilease acknowledge receipt. 

Thanking you, 

Yours faithfully. 

Chief of Party 
MED Project. 

cc: 	 Pre%:ident . ............................................. Society Lid. 
Mahaweli Bu,.ness Centre ............. 
Credit Advisor Ml'D Oflic. Kandy. 
Accountart MID . 

* To he suitably amended in case (ii renhutsc ment ol operational anid start-up expenses. 
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5-C.9 Covering memo from society to hank recommending
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ATTACHMENT 5-C.9 

COVERING MEMORANDUM FROM A SOCIETY TO A BANK 
RECOMMENDING A MEMBrR'S LOAN 

Date: ............
 

Manager 
........................................ Bank
 
................ Bn
 

Credit Facilities under the MED Credit Programme 

1. Amount and applicant 

Loan application for Rs................... of Mr/Miss .............................
 

2. Customer 

We forward herewith an application for a loan/ .............. of Rs . .......... (Rs.
 
.............................................. ) from the above named members of our society.
 

The applicant is a customer of your bank maintaining savings/current account number ..........
 

3. Purose 

This facility is requested for the purpose of setting up/expanding .................................
 

4. Details of Purpose 

These funds would be used for 

(a) financing the working capital* 
(b) tixed assets/* ................ covering the following items
 

........................
Rs ................
 

... ..................... Rs . ...............
 
Rs ................
........................ 

R s ................
........................ 

Rs................
 

Total Rs ...............
 
........................ 


5. Repayment terms 

This facility is requested for a period of ...... months, repayable in monthly/ ........ instalments of Rs .........
 
(principal) and interest. A grace period of ........ months is also requested to commence repayment of princilia,.*
 



6. Security
 

The security offered is as follows:
 

Personal guarantee of (i) ............................. and (2) ................
6.1 

6.2 	 Mortgage of .................................. with an estimated value of Rs ..............
 

6.3 	 Assignment of funds held in Collateral Fund accounts (numbers ..... and ..... ), maintained by us 
in your bank. 

*Delete if inapplicable 

7. Equit 

Out of the total expected investment of Rs .................... a sum of Rs..................... will be met by the 
applicant. 

8. Recommendation 

Wo. have examined this request with the assistance of the staff of the ....................... MED Field Business centre 
and having satisfied ourselves that the applicant has the ability to pay back the loan, recommend a loan/ ..... of Rs. 
.................. under the MED credit prograinme repayable in ........ monthly/instalments. 

9. Viability
 

In support of this recommendation we give below the following a.,)ects about the viability of this project:
 

9.1 	 Estimated sales/monthly Rs ............... /annually Rs ....................
 

9.2 	 Gross revenue less variable cost ............
 

9.3 	 Net Profit : ................
 

9.4 	 Debt/service cover : ......... times
 

9.5 	 Break-even level : ...............
 

9.6 	 Break-even period : ...............
 

9.7 	 Monthly tixed cost including loan instalment: ..........
 

10. Current Obligations 

The applicant informs that he has borrowed a sum of Rs ................... from ....... repayment are reported to be 



11. Enclosures 

The following documents are enclosed herewith: 

11.1 	 Loan application 

11.2 	 Guarantee statements of I)
 
2)
 

being members of our society 

11.3 	 Atfihvit, of 1)
 
(Gua."antori and 2)
 
applicant)
 

11.4 	 A business plan/project report. 

11.5 	 A monthly/cash flow. 

11.6 	 An extiact of the resolution of the Committee meeting held on ............ recommending the 
application. 

12. Reference 

This applicAtion is based on ihe Collateral Fund Agreement entered into with your Bank 
.......... .......... ................................
 

This application is submitted pending the registration of our society* 
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13. 	 Deposits 

Our dex)sits in members share capital A/c in the bank (A/c No ................ ol Rs.................
) include a sum 
deposited on account of this application. The balaijce required to meet up to 89c' of the Loan will he deposited when 
the loan is approved by you. 

Our deposits in the Collateral Fund A/c (A/c No .............) includes a sum of'Rs .................deposited on 
account of this application.* 

Society Lim ited........................................... 


, 	 , .....
,,....... .....
..................... 


President 	 Secretary 

Date: 

* delete those inapplicable 

14. 	 Observations of the Field Staff of the Business Centre (covering aspects including marketing, production 
cost, profitability, repayment capacity and maragement) 

Name 	 :..................................................................
 

Designation: ..................... 	 Date: ..............
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ATTACHMENT 5-C.9. I 

Date: ............
 

Manager 
..................... ..... Bank
 

Dear Sir, 

Resolution of the Society to recommend a loan of Rs. ............. to .................
 
.............................................. ...
 

We give below an extract of the resolution of our Society passed at a mectifig of. the Committee of the Society on 

*Having oxamined tite loan application for Rs . ................ of ......................
 
............................................ ;n accordance with the loan policy of our society, we hereby resolve to
 
recommend to the ........................................ Bank that a loan of Rs.: ................. is granted to
 
....... ... ..... .......................
 

.............
.......° ° 
 .... ° 
...................

President Secretary 

............................................. Society Lim ited
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A'I''A('IIM I-NT 5.C-9.2 

Date: ........... 

Manager 
...................................
Bank 

Dear Sir, 

Application fo;r credit facilities under the MED Project 

I/We being a member/members of the ......................................................... Society Limited, hereby 
authorise the undermentioned to negotiate on my/our behalf, banking and credit facilities proposed under the MED 
project and to have access to information aboul my/our accounts with your hank. 

I . .......................... 

2. .......................... 

3. .......................... 

4 . .......................... 

Thanking you, 

Yours faithfully, 

....................... A /c N o. ...........
 

....................... A/c N o. ...........
 

....................... A /c N o. ...........
 
....................... A/c No.........
 

....................... Ale No ........
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AI'A('I IM liNT 9-i. I 

FILES AND RECORDS THAT SHOULD BE MAINTAINE) 

Registration File: 

a) A copy of the set of documients sent for registration of the society 
b) Certificate of registration and by-laws certified by the Registrar 
c) A copy of the Society Ordinance 
d) Correspondence. 

2. The Minutes Books: 

a) General meetir.g minutes
 
b) Committee meeting minutes.
 

3. Loans File: 

a) Loan polic) document approved hy the ociety
 
h) Collateral Fund Agreement
 
c) Loan correspondence with the bank.
 

4. Planning File: 

a) Work plan approved by the society
 
b) Memorandum of Agreement with MASL
 
c) Related correspondence.
 

5. Training File: 

a) Copy of work plan
 
h) Training coiresprndence.
 

6. Giants File: 

a) Copy of MOA
 
b) Copy of CFA
 
c) Copies of Grant applications and correspondence.
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7. Individual loan files of members: 

a) Affidavit 
b) Copy of Business Plan 
c) Project Report 
d) Loan application. 
n) Guarantor's Statement 
f) Covering memo to bank 
g) Letter of authority to the officials 
h) Work sheets 
i) Follow-up reports 
j) Other correspondence. 

8. Member's Savings File. 

a) Copy of Society's Savings Policy.
 
b) Savings plans of each member.
 
c) Correspondence.
 

9. General office management file. 

t0. Returns to the Business Centre. 

11. Bank reconciliation statements. 

Other files as necessary. 

Note: 	 The Committee should decide by a resolution the Committee member/s who ;hall he responsible for the 
custody and maintenance of files. 
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Arl-ACIIMENT 9-C. I 

GENERAL LEDGER ACCOUNTS 

Income accounts 

Commissioa A/c. 
Interest received A/c. No I A/c. 
Interest received A/c. No 2 A/c. 

- do - general A/c. 
Interest received/loans A/c. 
Members' subscriptions A/c. 
Grants received operational expenses partially reimbur.ws 

2. Expenditure ac.:ounts 

Charges .,,c. depreciation/furniture
 
- do - insurance
 
- do - lighting
 
- do - postage
 
- do - rates
 
- do - rent
 
- do - travelling
 
- do - stationery
 
Interest paid A/c.
 
Salaries A/c.
 
Miscellaneous operational expenses A/c.
 

3) Impersonal A/c. 

Grants received/slart-up expenses reimbarsed A/c. 

4) Assets and liabilities 

Cash in hand A/c.
 
Cash at lbankers No.I A/c.
 
- do - No.2 A/c.
 
- do - general A/c.
 
Nun-cash receipts held A/c.
 
Grants received/collateral fund A/c.
 
Fixed assets A/c.
 
Loans payable A/c.
 
Shares A/c.
 
Stationery A/c.
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Attachment 9-C.2 

MONTILY AIIXTRACT OF GENERAL LE)GER BAI.ANCI% AS At 

GElNERALI.IINXINRACCOt I S III fitI IIAI ANCI. t_'11)II IALANCI 

II INCOME ACCOU_IS 

COMMISSLIN A C 

INTEREST RECEIVED AC. NO I BANK A C. 

INTNERFT RZCE'V'i AC NO 2 HANK A C, 

INIER,.TT RECEIVI-D CLINKAI HA'K AC 

INrERTL RECEIVED / I (OAN A _ 

MSipMBERNSt'NCRIVI I )%.S A U 

GUANIS NEC:IVEI) (III RAI IONAI. I X 'INl PANI IAI .1 NIIlI NRI.II AC 

SUB TOTAL 

2) LXPLNITTURF ACCOU.N.h_ 

CIIAkG- S AC. DIPRI VCIAIION iIt RNII I 

DO INSURANCE_ 

DSO I IGIITING 

IX) POYrA(;I 

IX) NAt ,A 

IX) RAN 

W)0 IRAVI.I.I.ING 

IX) SrATIONERY 

IN1I:Rlr PAlD A C" 

SAI ARIF.S A C 

MISCEILANF())S OPNA IIOSAI. I-XPINNN AI 

SUB]OTAl. 

3, l'"I:RONAL A C. 

(;RANTS RECEIVII INA)Ii P,I_11'. I I.1ll) I ) At 

St R IOTA,. 

4, ASSUIs AND IANII II IHA, 

(Ail IX .AND A C" 

CAMItAt P ANKEkS NO I A i 

IX) NO . A" 

IxJ GENERAL A C'. 

PTONCASH RECEII'TS HIlD A C 

(PANTS RTCIVIIDICOI..AI INA) It NI) A( 

FLISE])ASSlS A V, 

lOANS PAYAIBIIL A C 

SIIARI A,( 

SATIONINY A U" 

SUB IOtAI. 

I{}[AL 
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RECEIT 

Serial No: 

Attaaltcmnt A-9.C.3 1-20 S&C Forms 

S&C: I 

Date: 

Received from : 

On Account of: 

Receipt No: 

The sun of Rupees: 

(Rs Cts_ _ 

Cheque 

Bank 

uriginal - Issue 

Duplicate- Record 

Signatture of Treasurer 

Seal: 
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S&C: 2 

PAYMENT VOUCHER 

Name of Society: 

Voucher No: 

Dace 

Cheque No :_Amount: 

Amount paid i.. cash: 

Payee 

Particulars 

Approved by: 

Acknowledgement 

Received a sum of Rs. 

Received Cheque no for R5. 

Signature: 

Date 

'\
 



S&C: 3
 

Name of Society: 

SHARE REGISTER 
Sheet No: 

Name & Address of Member Date of share purchase Membership No. 

i ______________ 

Value of shares purchased 

(Rs) 

Value ofu tal shares held 

J(Rs) 
Other 

{pa. 'culars I 

I___ 

2.1 

3. 

4. 
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RECORD OF CASH IN 
HAND 

S&C: 4 

___________________________________________Sheet No: 

Payments 

Receipts 

Date Ref. Description 0 A 
No 

Balance 
in Hand 

Cash With- Cash Deposits 
drawals in Bank 
from Ban;-

Balance b/d 

62 



_ _ _ __ _ _ _ _ _ _ _ _ _ _ 

" 
". 

"--"- =:R ORD OF CASH AT BANKERS NO.1-A/c.-SC.5/ 
Sheet 

S&C: 

No:-

5/A 

Date Description No. of A/c. Startn 
1-Balanc 

Deposits Withirawals Balance 



RECORD OF CASH AT BANKERS NO.2 A/c. 

S&C: 

Sheet No: 

5/B 

Date Description No. of A/c. Starting 
Balance 

Deposits Withdrawals Balance O A 



S&C: 5/c
 

RECORD OF CASH AT BANKERS GENERAL A/C.
 

Sheet No:
 

i
Date Description No. of A/c. Starting Deposits hdrawals Balance 0 A
 

Balance 
 Wit
 

65 



GENERAL LEDGER 
S&C: 6 

Name of A/c.: Sheet No: 

Dte Descrip Debit Credit Balance Remarks ,10 A 

66
 



STOCK CARD 
S&C: 7 

Name of Society: 

Item Ref: 

Sheet No: 

Date Reference No. 
_ _ 

Unit Price 
_ _ In OutT_ Bala-ice 

--

Remarks 
_ _ 

OTIAi 



S&C- 8
 
FIXED ASSETS REGISTER
 

Name of Society: 
 Sheet No:
 

Date Ref. No. Description of 

Item 

No. Cost Depreciation Balance Remarks Location 0 A 

2. 

3. 

4. 

L _ ____ - _ - _ _ - __ - _ 



__ 

S&C: 9 
SUBSIDIARY RECORD OF MEMBER'S BANK LOAN
 

Name of Member : _Rate of Interest __InstAllments 

Amount Applied Type of Loan BL.FIL: Principa! ks: 
Amount Approved Purpose r Interest Rs: 

Date of Approval: Cve-inglMemo Due Date : 

Amount Released : ) Date submitted : _Grace Period:

2) Amount Rezommended Rs: 
 Date of eommrz.n~ement of 

3) repayment: 

Monthl, sa!ct Rs. _ _ (1) Prin.:pal:.__ 

Rpa.ment Pcr-4. _r_ .'_,nriht'ut'.. R, (2) Interest 

M~nt',:'rs CFA Deposits l) Dpsiu Prot-' R,
 

2) Rquired D S'C Tnti. _)
 

3) ): .at BEPL 


Toal BEP P:r- __d__ 

F,\,d C-1t th Rs Sheet No: 
N Bnlc _"_Bank (One sheet per member) 

Date Loan from Re-payment to Bank Balance due to Bank 
 T A Remarks
Bank (Rs} 
 I 

Principal Interest Other Principal Interest _ 

_ 69 

69 



___ 

__

___ 

___ 

__ 

__ 
_ 

___ 
__ 

__ 

___ __ ____ __ 
______ 

__ ___ 

______ 

____ _____ _____ ____ 

S&c: I0
Sheet No:
 LOANS SPONSORED
CONTROL A/C./ 


Name of Bank: 


W- _ 
_ _ 0- _I 1

_ 

____-
__~~0 

....
 _ _ 

_
___I___I--l_2 

I I __K__i.~___ 

_ _ 

-_ 

_I___'__ 

______i 

_-.I7 _ _ ____L___ 
____ .____-j *f____. 

__ 



____ ___ ___ ___ _ _ ___ ___ ____ __ __ ___ ___ ___ ___ ____ ___ _ _ ___ ___ ___ ___ __ _ ___ ___ ___ _ _ ___ ___ ____ ___ _ ___ ___ ___ ___ 
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

____ ___ ____ ___ ___ ____ ___ ___ ___ ___ ____ _ _ ____ ___ ___ 

S&C: 11
 

No: of Savings Account 


Name of Bank
 

Name of Member 


Date of runount 

Loan of loan 

approved approved 

SUBSIDIARY RECORD OF MEMBER'S COLLATERAL FUND DEPOSITS (MCFD)
 

(No 1 a/c):
 

Sheet No:
 
__(One 
 sheet rer member)
 

kmount of Deposit Record Total Authorised BalanceReakO A
 

MCFD (6%) Deposited withdrawals per CFA Out- R
 

in No 1 standing
 
Date Amo u nt A/c. Date ALmount 

_I I I . 
_________I ii 



S&C: 12 

CONTROL A/C. MEMBERS' COLLATERAL FUND DEPOSITS (NO I A/C.) 

1. 

2. 

3. 

No of the Savings a/c (No 1 a/c) 

Name of Bank 

Number of members 

....if __ __ _______ __ 

______I______ 

~ . 

_ ______ ___ 
...... 

__ ___ _ 
rCfA 

_ 
I"-
___ __ __ 

I A7 

Sheet No: 

R-6___17 

___ _ _ _ _ _ _ _ _____ _ _ __ _ 

____ 
_ _ _ _ _ 

__________ 

_ __ i_ _ 

_____ 

_ _ _ t_ ____ 

_ 

____ ____ 

_ _ . _ __ 

4 

____ 
____ 

__ 

_ 

____ 

_ __ 

_ l 
_ _ _ 

_____ ____ _____ ____ _____ ________________ 

___ __ __ _ _ _ _ _iJ_ 

ii_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

_ _ _ _ _ 

_ _ _ 

_ _ _ _ _ _ 

_ _ _ _ 

_ _ _ _ _ _ 

_ _ _ 

__ _ _ _ _ _ 

_ _ _ _ 

_ _ _ _ _ _ 

_ _ _ 

_ _ _ _ _ _ 

_ _ _ _ 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

_ _ _ _ _ _ _ _ 



__ 

_____________ 

S&C: 13 

CONTROL A/C. / GRANTS RECEIVED 

Date of MOA with MASL: Savings A/c (No. 2) No:
 

Date Opened:
Grant Budget Aoproved: 


Interest/Rate:
 

Start-up Cost (CF)
 

Ooeraticnal Cost (OC):
 

Collateral Fund A/c:. with Bank signed on
 

Collateral Fund (CF): 


No:
ame of Bank :_Sheot 


_ _ _ _ _ - _ _ _ _ ....... .......... ............. - ........ . _
I i I2 1-~ ' t________ _______ ' 

_ ___ __ _ _ _ _ _I_ _ _ _L t il ]________________ ____ ____ ____ ___________________1__________. __________________ _________ 



S&C: 14 

REGISTER OF GRANTS RECEIVED 

SUBSIDIARY A/C. OF COLLATERAL FUND GRANTS (CFG) (1)
 

Date of MOA with MASL: 
 Savings Account (No 2) No:
 
Grant Budget Approved Date opened 
 :
 

Collateral Fund :_Interest 
 Rate :
 

Start-up Cost_
 

Operational Costs:
 

Collateral Fund Agreement (CFA) with Bank signed on: 
 Sheet No:
 

I T 
[ 1- 14 A 9- d-AP , 

_~*- _ _

_ _ _-_ 



S&C: 15
 

REGISTER OF GRANTS RECEIVED
 

SUBSIDIARY A/C. OF START-UP EXPENSES REIMBURSED (SE) (2)
 

Approved Start-up Budget in MOA (Rs) 
 Items:
 

1. Tables
 
2. Chairs
 
3. Name Board
 
4. Seals
 
5. Staples etc
 
6. Filing Cabinets
 
7. Adding Machines
 

8. Cash Box
 

9. Contingencies
 
Sheet No:
 

--- - -, ppli- ___ __ __ _1 

Z _ - -. -. -A-- T - I 
_7
A- (I ch._ 

75 



S&C: 16 

SUBSIDIARY A/C. OPERATIONAL EXPENSES (OE) REIMBURSED (3) 

Approved Operational Expenses 

Budget in MOA (Rs) :_Sheet No: 

DETAILS OF EXPENDITURE 1-1 A A-I A, Aon D. - cK 0 A 

__ ____(5019 m-- i. Bnk bd 

0.. ,f Apr .".LJe 
AvitonN Cu- Fn ft t ((SluutonA.-ni-

k-J 

uI 



S&C: 17 

MEMORANDUM RECORD OF MEMBERS' SAVINGS
 

Name of Member
 

Savings programmes engaged in Type 
 Date started
 
1. _______________ 

2. 

3. 

4. 
 Sheet No:
 

Narm ,f Instihution/Szheme Type ,! Savings End of 1st Quarter End of 2nd Quarter End of 3rd Qua~rer End of 4th QuaterBalanzc€ +)ut~nding alnc Outstanding Bal+zni.e Outstanding Balance Outstanding 

I
 

2.
 

4. 
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S&C: 18 

RECORD OF CHEQUES/MONEY ORDERS/POSTAL ORDERS AND OTHER NON-CASH RECEIPTS 

Sheet No: 

RP..d No. k-. 
Ac 

.d fr-
,.ooof 

n %1,- O ,&, P11 0,do 
I~z 

0-Oc.o . . B k R-oH3 0 A 

N.,~~~N ~ ~ ~Ns. ~ A ~ ________ 



S&C 19
 

LOANS PAYABLE REGISTER 

Name of Lender: 

Address :_Rate 

Membership no: 

of Interest: 

Repayment Terms : 

Date of commencement of Repayment: 

Type of Facility: 

Date Pariculat> Amount Ohtainec-

Principal 

R~pa~mnni 

lcrct 

Balance Remarks 0 A 
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S&C 20
 

DEBIT/CREDIT DATE:
 

NAME OF ACCOUNT:
 

PARTICULARS AMOUNT
 

ON A/C. OF CORRESPONDING ITEM RS CTS
 

AMOUNT IN WORDS:
 

AUTHORISED SIGNATURE
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ATTACHMENT 12.A
 

NAME OF THE SOCIETY
 

FORMATION OF SAVINGS AND CREDIT SOCIETIES; PRELIMINARY STEPS MONTHLY PROGRESS
 
INDICATOR
 

REPORTING DATE: 	 CENTRE: SYSTEM:
 

ACTIVITY 	 DATE
 

1. 	 Identify members (No. of members .........
 

2. 	 Convene First Formal Meeting 

3. Adopt By-Laws to Form Society 

4. Elect Committee/s 

5. Adopt Work Plan 

6. Co!lect Initial Capital From Members 

7. 	Depoait Initial Capital in Individual Member Savings AcCotunt, In Bank (............ . 'Bank)
 
Commenced ...............
 
Completed ...............
 

8. Adopt Credit Policy for Society 

9. Adopt Savings plan for ntinbers 

10. Commence assessment of mincier3' ctedit nceds
 

1I. Train members in Business Planning
 

12. Prepare members' Business Plans/Project Rcports 

13.Dcposit Capital Funds In Bank's suspense A/c. 

14.Open Office 

15. Apply for Registration 

16. Obtain registration 

17. Introduce Book-keeping 

18. 	Sign Agreement With MASL To Join Programme I Apply
 

Sign
 

19.Sign Collateral Fund Agreemenit With Bank / Apply
 
Sign
 

20. Open No.I A/c in Bank / No.2 A/c. ' General A.. 

21. Submit loan epplications ot members in tal:he. (bt.h no ... 

22. Obta; 	 letter of apprival of loans Iront hank 

23. 	 Deposit balance of ntemlier$l ril in tank 
No ............. Valuc. 
No .......... Vau . 
No .......... VAlue 

24. Apply for Grant Dishur,etcnt t. ISTI 

25. Deposit Grants in No.2 Acconti in Bank 

26. Obtain loans front Bank for ietinhers (No: ........ Value ..........
 

27. Nonitor projects and repayment tf loans 
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ATTACHMENT 12.B
 

QUAITERLY FULLOW-UP OF ACTIVITIES OF SAVINGS AND CRII)rr s(II'IrIS 

NAME (IUM(XII '¥1
 

RIAM;UIMI )NO.: . IAI FOI Kl(ElGIVIHN:
 

A ( *IIVII S. IA.K S I Y1I lA lE A l I IlP lI 'I(I, 

I. 10 RMATION01:111EX'IF] Y 

sO(7II IO4MFI)(IAT.K I+.1I Itl'TY )I 


WORK PLAN API'ROVI 1) 0 DAIll. 

1L(AWS1RATION A('IlON (I .1 ,1,.AlI IAVIISI IIAlI 

APPID i .CViAI ION 1|AllOltR Ri(I 

RiLEVIRAI I(NOI AINII) I(AlI. 

(IAININI. USAIII (AAS S 

APl IIl)1.0 JOIN )GR('1AMAII I(All 

kMIAAND (IIAVI APPII)VI D Il" IA IIAII 

MOA ,GN(I1)HYS( "CIII IAII, 

('OII lIIIAI II NI)IORIAINI I) I11ll 

'IARI UIP(,IANISOOIIAII II 1141( 

IPIKAIIINAI. (,(ANIS 111lAIMI I) IlAII.% 

|1AII rIAl;INI MIlIdIII RN,A(ClS% 10o1 1*A%('IAI%IHVh'ICS, 

(1'Di1)1OI ICY AI)I' I| ((All 

kIium.:K, ' (' I ll IN1A IM ItD DAll 

APIIYD II0HAK [I 'III S II A I'All 

511;51)(Il A WII 1I BAN5k IIAI I 

MIA.III "IA SOAS% ()%1 Ii I)I AIII 1 Ulhl A 

5111Mil ((5 I (IAN 'Al R% I % I I , h I'All I % 10 I 

HAIK INVI'I I(AIION11ANSIVI II IM P1 1 kIl(i(l 

ISI( S NI'.WlIII ((ASK, I:I lAI. %I L(1k 

IIAKS I (IA; AIRIIIVAI I I''11k 1 IIMill,A I I 'llAIM H 

kI MIII 11%1111IAll (Al I %1I'III i-% II11) All.. 11 1 I 

l(.1'4) I.lll1) iIRAN II NIINS 1 1ii1,'I' X1%IXII 

(111 AIN I ) Nill 1014%I A' flA \II X III IS.IIIXI 

ASSIS'II I)lOAN II (l I I' IIl X1I 'III k 5 0(1 1 

A%%IYIII)( ('OVI V Wi 1111 I i Ill %] 

FOSTERING TIlE GRHWIII (F t'IIRIIT AND SAVINGS 

ADOPTED SAVINGS PILAN I(HRMEMBERS 1A'F: 

INITIATED SAVINGS SCIII:M.S NIl (IIF 
MNI IIERS 
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ACTIVfrZITrASKS ISTPHASE A('1IONDURIN 
QUARTERENDING 

FOLLOWED-UP MEMBERS' SAVINGS SCHEMES DATE 
INO 
OF 
NIEM 

S. PROVIDING TECHNICAL AND MARKETING SUPPORT: 

IDENTIFIED TECHNICAL SUPPORT REQUIRED BY MEMBERS 

ARRANGED TRAINING IN 
BUSINESS:CREDIT:TECIINICAL:MARKECING:ORGANIZATIONAL 

PROVIDED INFORMATION TO MEMBERS-TECHN ICAL: CREDIT: 
MARKETING: OTHERS 

ASSESSED MARKETING REQUIREMENTS OF MEMBERS 

FACILITATED MARKETING OF MEMBERS PRODUCE 

ESTABLISHED LINKAGES wrrT BUYERS 

6. DEVELOPING BUSI'ESS PRACTICES: 

ASSISTED MEMBERS IN BOOK-KEEPING 

ASSISTED IN IDENTIFYING BUSINESS OPPORTUNITIES 

ASSISTED MEMBERS IN BUSINESS PLANNING 

PREPARED MEMBER'S BUSINESS PLANS/PROJECT REPORTS 

ASSISTED CLOSE RAPPORT WfII BANKS AND MAKING REGULAR 
DEPOSITS 

TR,,INED IN (OS CONTROIS IN PURCIIASES. SALES. SI'I ". 

DEPOSITS 

7. STRENGTHENING INSTITUTIONAL C .i'ACrFY: 

CONFORMING TO SOCIETIES ORDINANCE AND BY-LAWS IN 
ADMINISTRATION 

ASSISTED OFFICE MAINTENANCE AND RECORD KEEPING 

A ,CERTAINED AUDIT REQUIREMENTS (APP' INNIMENT AND 
CONDUCT OF AUDIT) 

SUBM,1TED FINANCIAL RECORDS TO RC / Bank 

IIELD MEETINGS: COmIIInTEE AND GENERAL 

-UPDATED MEMBERS' REGISTER AND SHARES REGISTER 

PROCESSED MEMBERS' LOANS 

CONDUCTED VALUATION / INSPECTIONS 

MAINTAINED LOAN RECORDS 

APPLIED CREDIT ASSESSMENT METIODS 

SUBMITTED CREDIT RECOMMENDATIONS TO BANK 
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MADE CREDIT DECISIONS 

PREPARED REVIEW REPORTS 

MOBILIZED MEMIIERS' SAVINGS 

MAINTAINED SOCIETY'S RECORDS 

MONITORED MFMBE.RS' LOANS 

REVIEWED CAPITAL OF TIlE SOCIETY 

MONITORED COLLATERAL FUNDS 

http:MFMBE.RS


INPUT FORM # 4
 
ASSOCIATION AND GROUP CLIENT CARD
 

1. CLIENT ID/# 

System Block Serial No. 

2. TODAY'S DATE / _ 

3. BASIC CLIENT INFORMATION 

is information Is to be completed at the time of the initialcontact with the associationor group. As some 
societiesare alreadyformed or already clients of thefield business centre, this informationshould be entered 
for these existinggroups so that they can be entered into the database. 

3.1 NAME OF ASSOCIATION OR GROUP: 

3.2 ADDRESS OF ASSOCIATION OR GROUP: 

3.3 TYPE OF ASSOCIATION OR GROUP: 

SAVINGS & CREDIT SOCIETY (x) 
CHAMBER OF COMMERCE W(x) 
FORMAL PROFESSIONAL ASSOCIATION W(x) 
INFORMAL PROFESSIONAL GROUPING W(x) 
OTHER TYPE OF ASSOCIATION OR GROUP (specify) 

3.4 OTHER DETAILS: 

Date Formed (date by-laws approved) ---

Is the Association Registered? - (Y/N) 

Registered with 

Date of Registration I I 

Registration Number 

Number of Members 

4. FOR SAVINGS AND CREDIT SOCIETIES 

Memorandum of Agreement Signed on / 

Collateral Fund Agreement signed on /-/ 

Total of members' contributions to savings schemes Rs. 

Total of members' contributions to Society's share capital Rs. __ 

Number of loans to members from Bank 

Total value of loans to members from Bank Rs. 

Number of members whose loan repayments 
are presently in arrears (from sponsored loans) 

Value of loans presently in arrears (from sponsored loans) Rs. 
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4.1 BANKING ARRANGEMENTS FOR SAVINGS & CREDIT SOCIETIES 

TYPE OF ACCOUNTS 

Savings:
AID Grant Balance in Account Rs. Opened on / / A/c. No. 
Member's Share Deposit 
Balance in Account Rs. Opened on / A/.c No. 

Any Other: Type 

Name of the Bank Branch 

Value of Start-up cost reimbursement grant Rs. 

Value of operational cost reimbursement grant Rs. 

S. FOR OTHER ASSOCIATIONS AND GROUPS WHICH HAVE MED GRANTS: 

Memorandum of Agreement Signed on 

Has a trust deed been signed? 

Type of Account in Bank 

Grant Assistance Provided 

Type 

Start-up Cost 
Conventions 

Training 
Information Services 
Surveys 
Operational Expenses 
Other 

I I/

_(Y/N) If yes date signed 

Amount 

Rs.
 
Rs.
 

Rs. 
Rs.
 
Rs.
 
Rs. 
Rs. 



INPUT FORM # 5 
UPDATE FORM FOR ASSOCIATIONS AND GROU1PS 

1. CLIENT ID # 	 I / 

System Block Serial No. 

2. DATE OF UPDATE 	 I I 

3. OTHER DETAILS: 

Date Formed (date by-laws approved) -I 

is the Association Registered? _ (Y/N) 

Registered with 

Date of Registration 	 - / 

Registration Number 

Number of Members 

4. UPDATE FOR SAVINGS AND CREDIT SOCIETIES 

Memorandum of Agreemenit Signed on - -

Total of member.' contributions to savings schemes Rs. 

Total of members' contributions to Society's share capital Rs. 

Number of loans to members from Bank 

Total value of loans to members from Bank Rs. 

Number of members whose loan repayments are 
presently in arrears (from sponsored loans) 

Value of loans presently in arrears (from sponsored loans) Rs. 

Collateral Fund Agreement signed on 	 - / I 

5. 	UPDATE OF GRANT APPLICATIONS AND DISBURSEMENTS TO SAVINGS & CREDIT 
SOCIETIES 

Application submitted Grant Approved Disbursements 
Grant 

Date Amount (Rs) Date Amount (Rs) Date Atmouait (Rs) 

Collateral Fund 

tart-up Cost 

perational Cost 



6. 	UPDATE OF GRANT APPLICATIONS AND DISBURSEMENTS FOR OTHER ASSOCIATIONS 
WHICH HAVE MED GRANTS 

Memorandum of Agreement Signed on - / 

Has a trust deed been signed __(Y/N) If yes date signed _ I ___ _ 

Typ3 of Account in Bank 

Grant Assistance Provided 

Type 	 Amount 

Start-up Cost Rs.
 
Conventions Rs.
 
Training Rs
 
Information Services Rs.
 
Surveys Rs.
 
Operational Expenses - Rs.
 

Other (specify) 	 Rs. 

7. UPDATE FOR TRAINING PROGRAMMES FOR SCSs, ASSOCIATIONS & GROUPS 

Dates of Training Course: I/ to I 

Number of Trainees: 

Type of Training: Organizational Credit 
Entrepreneurial Technical 
Management & Accounting Auditing 
Other (specify) 

8. COMMENTS 
Comment on the most important facts about this association. 

Strengths/Opportunities: 

Weaknesse,/Constraints: 

Recommended Actions/Follow-up 



ATTACHMENT 12.C.2 

LOANS FOLLOW-UP REGISTER - MEMBERS OF SAVINGS AND CREDIT SOCIETIES 

Name ofSociety: Memorandum of agreement with MASL : 
Registered No : Collateral Fund Agreement with Bank: 

Address : 

Grant Budget Approved by MOA 

1. Collateral Fund _ 

2. Start Up 

3. Operational 

Nunme k, 5o~m, tl CI- _ A - =I--Ao...oa t\rge.e 

R_ _I I_ 
D..__Dalu 

s 

t ____N n of _________DDate D~u r.ao flo.,i5no 

e.o 

_______ Duto . o~d Muo.nt' 

C.F. 

___ Dots 

C.F. 

__ Doe 

k..d 

______ Laa Ion 

(-N) I 
Fo~o.,-qp o( 

P"rN 

3. 

* Under purpose please also include. 1) Product 2) For working capital or fixed capital or both, 3) new project or expansion 
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_ ___ ___ _ 

__ __ 
__ __ __ __ __ 

_____________________________ 

A7fACHMENT 12.C.3 

LOANS FOLLOV-UP REGISTER - ONE TO ONE ASSISTANCE 

Duo L)=t ro~ .-t., of Ic ,hD VOd.suir ______-
u r Ar of Pt.*o 'd=.v,' f of of Brk ,u~h J t'c.rn * hr.im [1. of C1'Io C;'~ R ot~o 4 

o~o 

I. __ _ Orr if__ _ B-1_ __ __ ____ ____I-- I 
_ -___,_ 

___ __-;._ _ _ 

L_______________ ________ __ ,___.________ _________ 



LIST OF ABBREVIATIONS 

BEP Break Even Point 

BL Block Loans 

CFA Collateral Fund Agreement 

DSC Debt Service Cover 

EIED "Employment, Investment and Enterprise Development Division" 

FBA Field Business Advisor 

FBCs Field Business Consultants 

FIL Fixed Instalment Loan 

GSL Government of Sri Lanka 

ISTI "International Science and Technology Institute" 

MASL "Mahaweli Authority of Sri Lanka" 

MBC Mahaweli i3usiness Centre 

MED "Mahaweli Enterprise Development" 

MLEs Medium and Large Enterprises 

MOA Memorandum of Agreement 

NP Net Profit 

PIL Project Implementation Letter 

SCA Savings and Credit Association 

SCSs Savings and Credit Societies 

SSEs Small Scale Fnterprises 

USAID "United States Agency for Intcrnational Development" 

WC Working Capital 



MED/EIED PUBLICATIONS AVAILABLE 

Local Market for Pickled Products (December 1990)
 

Non Farm Small Scale Enterprise Credit on Selected Mahaweli Systems, Geoffrey Peters and
 
M.W. Panditha (December 1990) 

Crop Profiles - Spices, Herbs and Aromatics, L. Denzil Phillips (July 1991) 

Study of the Tourism Development in the Uda Walawe (July 1991) 

Potentialfor Silver Skin Onions in the Mahaweli, Walter Nueberg (August 1991) 

Nursery Development of Papaya and Mango, Papaya Growl rs' Guide and Technical Notes 
for Business Planfor Mixed Fruh CultivationInvestment, Ben Hatfield (November 1991) 

DehydratedFruit Processing Opportunitiesand Trends in Sri Lanka, Wanchai Somchit, 
(November 1991) 

An Evaluation of the EntrepreneurDevelopment Programmes, Dr. Susan Exo and Hina Shah, 
(December 1991) 

Arome'ics PIP Interim Report on Trials Establishment, Dr Thomas Davies (December 1991) 

Agro-Business FinancingReview, Liennis De Santis (December 1991) 

IntegratedFruitDrying, juicing, Pulpingproject - Prep FeasibilityStudy, Michael Smedley, 
Ben Hatfield and Wanchai Somchit (December 1991) 

Cold Chain Requirementsfor Uda Walawe, Fredrick E. Henry (March 1992) 

Field Manualfor Processing Tomatoes, Peter Florance (March 1992) 

Processing Tomato Trials in Mahaweli System II, Peter FIlorance (March 1992) 

Processing Tomato Trials in Mahaweli System C, Peter Florance (March 1992) 

Dried Fruit Processing in the Mahaweli, Dr. Kamal Hyder (September 1992) 

FeasibilityStudy on Commercial Potentialof Snake Venoms in Mahaweli Systems, Anslem de 
Silva, (January 1993) 

Census of Mahaveli Enterprises and Employment (January 1993) 

Most publications are priced at Rs.100/-. The publications arce available at the MED 
Office at 8th Floor, Unity Plaza, Colombo 4. (inquiries, Ph. 508682-4) 

An EIED publication entitled - "Information Available for the Mahaweli Investor", is 
also available at the MED Office. 

/ 



MAHAWELI BUSINESS CENTRES
 

Mahaweli Business Centre 
Puttalern Road 
Nochchiyagerna 
Tel: 025-7821 
Fax: 025-7821 

Mahawoli Business Centre 
Andiyagalc Road 
Madatugans 
Tel: 025-4244 

Mahaweli Business Centre 
MSt Block Office 
Galnewo 

Maheweli Businees Centre 
Reilent Project Manager's Office 
Bakenvia 
Tel: 0606601 
Fa.: 066-8601 

Mahaweli Business Centre 
Raeedent Project Manager's Office 
Welikand 
Tel: 027-2423 
Fax: 027-2065 

TA
*AL4FyA 

WIL

-

ITTtC'AMA 

A t 

Mhawei Business Centre 
Feideant Project Manager's Office 
Dehiattekancliya 
Tel: 027-2332 
Fax: 027-2353 

lAt.ry 

DrHt AT
I 
O

Q 
fltY 
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Mehaweli Business Centre Kondy 
Resident Project Manager's Office 
Kotrnale. Riverside v 

Tel: 0542-2058OOTMALC 
Fsx: 0542-205 

Colombo--
Meh weli Business Centre 
R sidemn Projet Maage' Office 
Embilipitiye 
Tel: 047-30208 
Fax: 047-30013 

Mehawoli Business Centre 
3, Middeny Road ~EMBIIPITI A 
Angunekolpel.ss 1, .ItIYAWEWA 

I AP! Uri LAP SSAMahaweli Businese Centresarnan Buil~ng 

Ambleantola Road 
Suriyewewe 

e 	 MAHAWELI BUSINESS CENTRES OPERATED BY EIED/MED PROVIDE TECHNOLOGY 
FINANCIAL, PLANNING, TRAINING AND BUSINESS SERVICES (FAXES, SECRET RIAL 
COPYING) TO ENTREPRENEURS IN AGRIBUSINESS, MANUFACTURING, TOURISM, 

MINERALS AND HOUSING DEVELOPMENT. 

---	 MAHAWELI PROJECTS 
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