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EXECUTIVE SUMMARY 

Through directed technical assistance, training. and limited commodih suppon to a minimum of 
20 rural or cooperative rural banks, the EV1.4BS-M pro-gam is intended to bring about a sizable 
expansion of banking senices-both loans and deposits-to microenterpnses and othe: ~ o u p s  a1 
lo\rrer socio-economic le\.els in Mindanao. 

This document serves as the Progam's Eig/~th Quarter!). Performance Reporr. covering the 
period October 1 through December 3 1, 1999. It also describes \vork planned for the csming 
quarter. 

Accomplishments and activities during this reporting period: 

Continued implementation with the four (4) pilot participating banks (PBs) and initiated 
loan and savings programs with the ten (10) 1" Rollout banks. .i\ summa?. of results 
through December 31, 1999 can be found in Annex 3. 

0 Identified ten (10) candidate banks for the 2nd Rollout and conducted institutional 
assessments and rapid market appraisals of each. After thorough evaluation. eppro\-a1 by 
Management Committee and confirmation by Steering Comminee. selected six ( 6 )  banks 
to become MABS-M PBs. 

M.4BS-M delivered intensive technical assistance to the ten (10) 1' rollout banks in this 
quarter. A review of the loan and savings products was conducted and revisions made and 
proposals were made to the banks to introduce a staff incentive scheme. Based on oui 
experience with the 4 pilot banks, particular attention was placed on incu1catir.g a culture 
of "0 tolerance" among bank management and staff, the credit and business investigation 
process including debt capacity analysis and client follow-up. 

0 Delivered one-day workshops on preventing and managing delinquency titled "Zero 
Tolerance for Past-Due Loans" in Cagayan d'Oro, General Santos. Dapitan. and Butuan. 
The course covered the characteristics of loan delinquency, effects on profitabilir. ho\v 
to measure Loan delinquency, and how to control and prevent loan delinquency through 
credit methodology, information systems and bank image and philosophy. The course has 
been compiled into a trainer-fnendly format for easy transfer to RB.4P for deli\-en in 
Luzon and Visayas. 

MABS installed MB Philippines loan mana;~m.=.! s o h a r e  in all 10 I "  ro!!our Pas.  For 
some of the banks, this will be an interim solution on a standalone computer unril their 
own sofnvare has been modified to adequately manage the ir microfinance ponfa!io. For 
others, it will be the first step in a conversion from another sofnvare to MB Pn:I so5vare. 
And for a number it a-ill be the first step in an overall upgrade from one version of 
Microbanker s o h a r e  to ano!ner. 

0 M.4BS selected the s o h a r e  \.endor, ASEC Systems, tvhich a-ill be subcoxracted to 
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For 

develop the next generation rural bank sohvare. T~vo additional companies were 
identified, ISSEC Systems and MB Philippines. to be trained to install and sewice the 
new software developed by the subconrractor so that after development is completed 3 
companies in the Philippines will be fully capable of installing and senicing the new 
software. 

the ninth quarter, January 1 through March 31, hl.4BS-M will: 

Xegotiate procurement plans and staffing requirements \vith ?* Rollou: PBs and 
complete the following documents: Participating B d -  Agreement (PB.4). Action Plan, 
Supplemental Agreement (for commodity support). Fixed Price Contract (for s a l q  
support of microfinance staff), and M:ork Plans. 

MABS will work with the 4 pilot banks to reduce portfolio at risk rates and pro\ide 
technical assistance to banks in an effort to prevent portfolio at risk in the future. Pilot 
bank training efforts will focus on aggressive collection techniques and improring the 
selection process of microenterprise loan clients. Pilot bank microfinance staff \\ill be re- 
trained in the credit investigation process, including debt capacin. analysis. 

Review the branch networks of existing PBs and prepare strategy and plan for expansion 
of microfinance to additional branches. 

MABS-M will conduct a kvo-day orientation course for three senior managers from each 
of the new rollout banks plus representatives from C S . D  and MEDCO. 

MABS-M will conduct a one-week training course for microfinance staff and supenison 
of the 2"d Rollout banks. The training w i l l  include 2 days of lecture on microfnance best 
practices, 2 days in the field with two MABS participant banks and the final day 
developing 6-month workplans for each bank. 

For each of the six 2"6 Rollout Banks, MABS technical staff will lead an analysis of the 
market, develop a business plan for the microfinance acti\i?, lead the product 
development process and, using the standard M.4BS manual as a guide. develop a 
product manual for the microfinance loan product including new systems and 
documentation. 

Microfinance account officers will be recruited and hired and procurement of equipment 
will begin (hcwe~e. delivery and installatior of equipment will likely occur in the If:!? 
quarter). 

K 4 B S  will develop guidelines for use by our technical staff and PBs to analyze the cost 
efficiency of existing savings products and to guide the development of nsv  saxings 
products. 
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a Begin development of new rural bank sofhvare. The subcontract with .4SSEC u-ili be 
si-med in the next quarter and software programming begun. 

O In the ninth quarter, the DCOP will act as moderator and presenter ar a large \Yorid Bank 
Microfinance Conference to be held in Manila on >,larch 70-23. 3000. In addition. 
M.4BS-M will present the experience of the Rural Bank of Panabo. 

D lMABS uti21 refine the income and expense monitoring systems such that the PBs are 
satisfied we are capturing the proper data. 

0 Begin installation of Monitoring and E\,aluation systems in 2" Rollout PBs. 

0 Recruit a Program Development Advisor for RB.4P. 

0 Develop a strategy for expansion of microfinance senices under RB.4P to Luzon and 
Visayas. 
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1. Contractor's Report 

.41. Background 

The Microenterprise Access to Banking Services in Mindanao (34-US-M) program is a CS.4ID- 
financed effort jointly implemented by the Rural Bankers .%ssociation of the Phil:ppines iR- 
B.4P), the Rural Bankers Research and Development Foundation Incorporated (RBRDFIi. and 
the Office of the President. Technical assistance, training. and pro,pm management are 
provided b~ Chemonics International. a firm contracted by C'S.4ID. The XL4BS-31 program is 
one of the principal elements of US.4ID'Philippines' efforts to accelerate the economic 
transformation of Mindanao through expanded participation of Mindanao's loxver income groups 
in more productive activities. 

M B S - M  is directed at brin=ging about a sizable expansion of banking senices-both lending and 
savings-to microenterprises and other groups at lower socio-economic levels in llindanao. 
Through M4BS-M efforts, a minimum of 20 rural and communiw rural banks \\-ill be 
encourazed and assisted to significantly increase the senices they provide to the microenterprise 
sector. It is intended that these efforts will demonstrate to participating banks that it can be 
sensible and profitable to offer senices to the microenterprise sector as a regular part of their 
portfolios. Ln turn, it is expected that the successful example of participating banks \\-ill 
encourage all banks to look seriously at senicing the microenterprise market. 

hZ4BS-M orersight. M4BS-M receives overall program guidance from a Steering Committee. 
composed of the Chief of Staff of the Office of the Executive Secret-. the Executive Director 
of the RBRDFI, a US.4ID representative, the RBPLP President. and the President of the 
Confederation of Mindanao Rural Banks. This committee identifies focal areas For p r o - m  
coverage and formulates and concurs with major policies that guide the XLZBS-11-\I pro=-. 

Additionally, M.ABS-M receives guidance and support on implementation manen from a 
Management Committee. This committee is comprised of the Executive Director of the 
Mindanao Economic Development Council (MEDCO) representing the Office of the President 
and the U S . D  Cognizant Technical Officer (CTO). The Xlanagement Committee appro\-es all 
expenditures from the $2 million M4E3S-M Special Activities Fund (S.-ZF). which is used to 
facilitate the implementation of the activities to be carried out under M.ABS-Xi. inclsding special 
studies, training, cornmodit;\. and technical support, incentive schemes. and procuring sen-ices of 
organizations or indi\-iduals needed to c q  out specialized tasks. 

Finally, MABS-M and the M.4BS-M Manasement Committee are given regular input from a 
private sector Bankers Advisory Committee. This cornmitree is composed of the Executive 
Director of the RBRDFI, the President of the Confederation of Rural Bank in 3iinda1ao. and one 
elected representative from among the 31.4BS-M participating banks. 

The M4BS-M program got undenvay in January 1998. and is expected to have a life of four 
years, with the option to extend for an additional nvo years. I t  is a cost-plus-fixef-fee (CPFF) 

M4BS-M Quorrer[s Pe$ormance ,bfon~tormg Repon .Yo 6. Ocrober I - December 31. 1999 



completion contract. The estimated cost for the performance of the \vork required in the contract. 
exclusive of fixed fee, is S6,091,503. The fixed fee is S302.095. The estimated cos: plus fixed fee 
is S6:393,598, the total amount of which has been oblizated. The contract budget is broken dorm 
into two Contract Line Item Numbers (CLIXS), one for Expandins .Access to Banking Sen-ices 
(S4.393.598) and the other for the Special Activities Fund (52.000.000). 

A2. Expected Results 

0 A minimum of 20 rural banks andior community rural banks fiom ~ o u g h o u t  
Mindanao urill receive M4BS-M assistance. 

The MABS-Mprogram will assist these banh to. 

R Expand their portfolios to include at least 500 new microenterprise loans each. 
with a total of at least 8,000 new borrowers among all participating banks. 

Q Enroll 1000 new microenterprise depositors. with at least 15,000 new depositors 
among all participating banks. 

.4s a measure of sustainabiliv and inpact beyond the life ofrhe Af.4BS-.\4program. 

I3 At least half of the participating banks will have decided to make microenterprise 
sen-ices a continuing and significant part of their ponfolios, and wil; have taken 
the steps required to properly and profitably sen-ice the microenterprise narke:. 

A3. Current Core Activities: hIABS-$I Actir iq 

Per the Year IIl workplan, covering the period January 1 through December 5:. 2 m .  the 
contractor is responsible for ensuring that these major components are addressed: 

1. Bank Strengthening 
2. Microfinance Policy 
3. Monitoring and Evaluation 
4. RBAP,XBRDFI Strengthening 
5. Project Management 

There are 5 Activity Components in the Year 3 \vorkplan rather than the 7 in the Year 2 
workplan. Two activity compt v n t s  - "Training ' and "S.W Initiatives" - have been eliminated. 
Training activities will now be included in the "3ank Strensthening" section. "S.U Initiatives" 
has been eliminated as a component because the S.4F is more a funding mechanism than a 
description of project activit).. S.4F initiatives include procurement of equipment and salary 
support for PBs, PB s o h a r e  modifications, new s o h a r e  de\-elopment. trainin2 activities and 
all RBPLPRBRDFI related expenditures and are described in the Year 3 \rorkplan under the 
appropriate Acti\ity Component. S.W requests approved in the eighth quarter and S.G requests 
expected for the ninth quarter are attached in Annex 1. The title of .4cti\ir). I was changed from 
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"Insitutional Strengthening" to "Bank Strengthening" to better describe the purpose of the 
activities falling under this component. 

Below, each of the M B S - M  component activities are summarized. highlighting tasks 
accomplished in the eighth quarter. and tasks planned for the ninth quarter iJa?uar\. 1 - hlarch 
3 1,2000) as contained in the Year 7 workplan: 

1. Bank Strengthening 

Component one, bank strengthening, incorporates Participating Bank (PB! acti\.ities including 
but not limited to PB selection, dia-mostic evaluations. organizational and human resource 
development, systems development and installation, loan product development. preparation of 
manuals and marketing. It also includes training activities such as formal course work. 
workshops, seminars, on-the-job training. internships, study tours and other capacip-building 
initiatives. Training courses and activities and system development such as the new nual bank 
software will continue to be funded through the S.4F in ).ear 3. 

Tasks compleied in the eighth quarter: 

1 Task One: Pre-screen to 10 the nrln~ber of nrral banks to recehu Instirrrrionol 
Assessmenrs for the 2 " ~ o l l o u r .  From among the 43 rural banks and their affiliates that 
expressed interest in participating in Februaq. of this year, hL4BS-X4 requested updared 
financial statements from the " A  banks not chosen last round and the " B  and "C" 
banks. Based on financial criteria including past due, capitalization le\-el_ liquidity. and 
profitability, together with bank location and number of branches. XtXBS-11 shortlisted 
ten (10) banks. 

2. Task Two: Conduct lnsritutional Assessmenrs and Rapid .\farker AppraisaIs for the -? 
Rollout. In Xovember and December, MPLBS-31 conducted institutional assessments of 
the ten (10) rural banks pre-screened under task one. 

3. Task Three: Select -rd Rollout Participaring Bank. In December. 3I.XBS-Sl selected 6 
banks to become 2" Rollout Participating Banks. Approval from the \Iana_eement 
Committee and consent of the Steering Committee for the 7d Rollour PBs was r e c e i d  
in December. In addition, letters were sent out to the six ( 6 )  selected PBs in\::ing them to 
a senior management training in January. 

Task For1.r- Deliver "Expansion Phase" technical assista~tce a d  :;.nining io ?;!or Pas 
M4BS continued to provide technical assistance to the four pilot banks ouring their 
expansion phase. One of the pilot banks, RB Digos, expanded to Z additional branches 
and over 1,000 borrowers as of the end of December. .%lthough we are pleased the bank 
believes so strongly in the potential of microenterprise lending. portfolio a! nsk increased 
substantially at this rural bank. The causes of the increase in portfolio at risk ha\-e been 
identified and include the bank's excessive tolerance for past due loans. inadequate 
follox-up of past due clients, and insufficient time and attention paid ro the client 
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investigation process and debt capacim analysis. .4s a result. in part. to the problems 
identified at Rural Bank of Digos, M.&s' COP requested the resignation of one of the 
MABS technical staffers. Re-training of Digos mana,oemenr and staff will be conducted 
in the nest quarter. Lye also worked closely with hvo of the four pilot banks to hrther 
refine their loan products and market their savings products. Their expansioc plans have 
focused on broadening their geogaphic outreach as they do not have branch nenx-orks. 
M.4BS-M worked with the fourth pilot bank. Tmbank. to create a new loan product in an 
alternative branch located in front of a \ ,en large public market so that this bank and 
branch will be able to reach, at a minimum, the targeted number of borrowers. .All four of 
the pilot banks experienced an increase in portfolio at risk during the eighth quaner. 
Technical assistance was provided to all banks in an effort to reduce portfolio a: risk and 
prevent increases in the future. 

5. Task Five: Deliver intensive technical assisrance arid rraining ro 1': Ro!lour Bank. 
M.4BS-M continued to deliver intensive technical assistance to the ten (10:) 1' rollout 
banks in this quarter. Specifically. a review of the loan and saxings products was 
conducted and revisions made. Furthermore, proposals were made to the banks to 
introduce a staff incentive scheme. Each technical staff member (7) continued to spend 
two days per week with each of their two banks. Based on our experience with the 4 pilot 
banks, particular attention was placed on inculcating a culture of ''0 tolerance" among 
bank management and staff, the credit and business investi_eation process including debt 
capacity analysis and client follo\v-up. 

6 .  Task Six: Ident13 rraining needs ofthe pilor and rollour hanks: M.4BS-\I technical sr+ff 
worked with the 14 PBs to identib the training needs of their staff to ensure ongoing 
quality and increasing productivitl; within the microfinance unit. Once training needs 
were identified, hL4BS developed training material for deliven by the technical staff to 
the PBs. Specifically, training material on delinquency management, cash flow analysis, 
savings promotions and credit investigation were created. In addition. sone  PB staff 
visited other PBs to 0bsen.e their operations. 

7. Task Seven: Deliver h.I.4B.S-M regional rraining series. in October and No\-ember. four 
one-day workshops on preventing and managing delinquency titled "Zero Tolerance for 
Past-Due Loans" were delivered in Mindanao. Course locations included Gaga?-an d'Oro 
on October 14, General Santos on October 78, Dapitan on November 19. ad Butuan on 
Xovember 23. These workshops were open to all rural bankers in the various 
geographical regions. In rhe four workshops, a total of 119 participan:~ anended. 
rspresenting 50 banks in Mindanao. The courx ccrversd the c~.~racterisicz of loan 
delinquency, effects on profitabilitl;, how to measure loan del~nquency. and how to 
control and prevent loan delinquency through credit methodolop. information systems 
and bank image and philosophy. The course has been compiled into a rrainer-hendly 
format for easy transfer to RB.4P for deliven in Luzon and \'isayas. 

8. Task Eight: Begin prepararions fo  deliver inrensive rechnical ass:srance and rrahing 
("Srarr-Lip Phases> to Yd Rollout PBs in rhe nexr glrarrer. This quarter. ll.U3S-.\I 
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prepared for the Senior Managers Training to be delivered in January 2000. The training 
P new is a two-day orientation course offered to three senior managen bom each of th, 

rollout banks plus representatives from US.4TD and MEDCO. The orientation \vill be 
held in Cazayan d'Oro and nil1 include an exposure visit to at least one of the hL4BS-hf 
PBs ( In  Rollout banks) \vith a briefing on the bank products, microfinance best practices. 
the MABS-M approach to delivering technical assistance, financial business planning. the 
Participating Bank Ageement and Action Plans. 

9. Task .Vine: Insrall MB Phil software in ail ojrhe I': Rollout Bank.  51.433s installed 5iB 
Philippines loan management s o h a r e  in all 10 1'' rollout PBs. Fo: some of the banks. 
this will be an interim solution on a standalone computer until their oun  so%-are has 
been modified to adequately manage the ir microfinance portfolio. For others. it \\.ill be 
the first step in a conversion born another software to MB Phil sohvare. .4nd for a 
number it will be the first step in an overall upgrade from one version of Microbanker 
software to another. 

10. Task Ten: Continue to correct hficrobanker (MB Phil) sofmjare problems encounrered in 
rhe systems of the 14 participant bank.  For the most part. MB Phil sohvare problems in 
the participant banks were corrected. Ongoing monitoring of system '"3ugs" will 
continue. 

11. Task Elmen: Developmenr o f n m  nrral banking sofnvare. During this quarter, 5L-S 
selected the sohvare vendor, ASEC Systems, which n-ill be subcontracted by 51.4ES to 
develop the next generation rural bank s o h a r e .  T\vo additional companies were 
identified, ISSEC Systems and MB Philippines. to be trained to install and senice the 
new software developed by the subcontractor so that afrer development is completed 3 
companies in the Philippines will be fully capable of installing and senicing the new 
s o h a r e .  

Tasks to be completed during the ninth quarter: 

1. Task One: Complete Parficiparing Bank Donrn~entation for L* Rollo~rr PBs. Segotiate 
procurement plans and staffing requirements with 2"e Rollout PBs and complete the 
following documents: Participating Bank .Agreement (PB.4). .4ction Plan. S~pplemental 
Agreement (for commodity support), Fixed Price Contract (for salary support of 
microfinance staff), and Work Plans. .4s part of this process, and prior to the signature of 
the documents, the M.4BS-M Management Committee will approve resource suppon 
levels for each of t i ?  FB5. 

2. Task Tnjo: Deliver "Expansion Phase" technical assrsrance and rrarning ro pi!or PBs and 
I" Rollorcr bank. M.4BS-M will continue to pro\ide technical assistance to the four pilot 
banks during their expansion phase and will begin the expansion phase with the 1': 
Rollout banks. With the 4 pilot b d - s .  btZBS will work to reduce ponfolio ai risk rates 
and proxide technical assistance to banks in an effort to prevent ponfolio at risk in the 
future. Pilot bank training effons will focus on asgessive collection techniques and 
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improving the selection process of microenterprise loan clients. Pilot bank microfinance 
staff will be re-trained in the credit investi,oation process. including debt capacity 
analysis. A major focus of the "expansion phase" work we will do lvith 1" Rollour banks 
includes a review of the branch networks of existing PBs for possible expamion of the 
M M S - M  p r o p m .  Once identified, plans will be made to xvork \vith central ofiice and 
branch personnel to implement microfinance activities in other branches. X!.GS-11 \\-ill 
be developing training courses for central office or branch staff to enable \videspread 
rollout to branch networks. This material will ultimately be transferred to RB.Q for 
continued implementation to other rural banks. 

3. Task Three: Training Course for Y Rollou~ Senior hfanagers. In January 2000, hl.GS- 
M will conduct a two-day orientation course for three senior managers from each of the 
new rollout banks plus representatives from US.4ID and MEDCO. ;\ tala! of 20 
participants are expected. Each will spend a day visiting an existins PB to observe their 
operations. 

4. Task Four: Training Course for L@ Rollour MF srafl and slrpen.isors. In F e b r u q .  
MABS-M will conduct a one-week training course for microfinance staff a?d supen-isors 
of the Td Rollout banks. A maximum of 5 participants per bank will be in\ited for a total 
of 30 participants. The training will include 2 days of lecture on microfinance best 
practices, savings and loan product development. delinquency management, and 
reporting. Participants will also spend 2 full days in the field with nvo Xf.4BS participaqt 
banks (RB Bukidnon and RB Talisayan) obseming client orientation sessions. credit 
investigation, loan disbursement and collection, and management reporting. The final da)- 
of the training will include one-on-one discussions with M G S  technical staff to develop 
the 6-month workplan for technical assistance and training. 

5 .  Task Five: Deliver intensive technical assistance and rraining ro --' Rolloui PBs. 
Intensive technical assistance bill be provided to the six (6) rollout banks during this 
quarter. For each of the six Td Rollout Banks. M.4BS technical staff mill lead an analysis 
of the market, develop a business plan for the microfinance activity, lead the product 
development process and, using the standard M.9BS manual as a guide. develop a 
product manual for the microfinance loan product including new systems and 
documentation. In addition, various new initiatives such as the use of chattel mortgages 
and staff incentive schemes will be suggested. Five of the seven 11.4BS techiical staff 
members will take on one new bank each while maintaining responsibili~ for their 
existing two banks, while one technical staff member \\.ill take on nvo new rollout banks. 
All technical staff will continl-- t -  pvc%-ide on-thi-!ob-coazhing to microfinance and other 
bank staff ensuring that all 20 r b s  receive ongoing techmcal assistance and training. 

6. Task Sir: Recrui~ and hire staflandprocure equlpn~enr for 7' Rol1011i PBs. Xlicrofinance 
account officers \vill be recruited and hired and procurement of equipment \ d l  begin 
(however deliver). and installation of equipment n.ill likely occur in the 10' quarter). 

- 
I .  Task Seven: Dmelop Sa1,ings Prodlrcr Glridelines. M.4BS \\.ill develop guidelines for use 



by our technical staff and PBs to analyze the cost efficiency of existing savings products 
and to guide the development of new savings products. 

8. Task Eight: Follo~r lip with hfB Phil to mod$. the h1B.W Plus sofnvare. ME Phil has 
been contracted to modifi the M B m  Plus software so that it \vill be able to deliver our 
new standard reports. The sofnvare modification was to be completed by &larch 20OCI but 
indications are that it ~vill likely be ready in April 2000. .4t thar point. extensive testing 
will be required prior installing into our participant banks. 

9 .  Task Nine: Begn development of ne\v rural bank sofhvare. The subcontract with ASSEC 
will be si-gned in the next quarter and software pro~amming be-m. 

2. Microfinance Policy. 

In coordination with US.4ID and the US.4ID-financed projects CPIP and AGILE. 
W S - M  will undertake a number ofpolicy initiatives related to microfinance and rural banks. 

Tasks completed during the eighth quarter: 

1. Task One: C a r v  out Po l iq  Initiatives. During the eighth quarter, XZ4BS-51 compiled 
information on the People's Credit and Finance Corporation (PCFC) relati\-e to its 
involvement with our participating banks. This information mill be relayed to PCFC as a 
means for beginning a dialogue with them with the aim to influence their policies as they 
affect the microfinance market. 

Tasks to be completed in rlte ninth quarter: 

1. Task One: C a r v  out Po l iq  Initiatives. M.4BS-M u-ill continue to xvork with AGILE and 
CPIP on policy initiatives related to microfinance and rural banking. K G S - 5 1  will work 
to encourage RBAP to take a more objective look at directed p r o - m s  such as p r o - m s  
implemented by the Peoples Credit and Finance Corporation (PCFC). 

2. Task Two: Participate in a FForld Bank .\ficrofinance Conference. In the ni?th quarter. 
the DCOP will act as moderator and presenter at a large LVorld Bank llicrofinance 
Conference to be held in Manila on hlarch 20-21. 2000. Specifically. XL4BS-ll \\.ill 
present the experience of the Rural Bank of Panabo as well as considerations that formal 
banking institutions need to address prior to embarking on the provision of ir.icrofinan:e 
senices. 

3. Monitoring and Evaluation. 

This component includes activities relating to the establishment of >$&E systems for use by the 
individual PBs, the M4BS project team, and the RBRDFI. In addition, special studies, briefs, 
impact assessments and other evaluations are included in this component. In the Sear 2 \vorkpIan 
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we included issues related to PB management information systems in this section however for - 
Year 3 we have moved issues related to this topic to Activity Component 1. Bank Stren-dening. 

Tasks completed during tile eight11 quarter: 

1. Task One: Monthb, Evaluation of PerIfornlance. h n e x  3 contains the monthly "\l.US- 
M Report" of the fourteen PBs. Beginning this quarter Lve have income and expense 
information for both the pilot banks and the 1'' rollout banks in addition to panfolio and 
savings information for new micro clients. Furthermore. nvo of the \I.US-lrf piloi banks 
have begun implementing the microfinance product developed with hl.4BS-Xl in more 
than one branch the data for which \re began to capture this quarter. 

Tasks to be completed in the ninth quarter: 

1. Task One: Month!, Evaluation ofPeformance. Continue to monitor PB performance via 
the "M.4BS-M Report" on a monthly basis. In addition. evaluate overall bank and branch 
performance of U G S - M  PBs. Beginning in the ninth quarter. .W4BS-\I \xi11 collect. on 
a quarterly basis, the branch and bank financial statements of our panicipant banks to 
ensure capital adequacy and overall sound financial management. 

2 .  Task Two: Refine income/e~penseponion o fM & E System. For PBs to be csn\inced of 
the value of microfinance, they must see the loan product as a profirable one. \I.ZBS \ \ i l l  
continue to refine the income and expense monitoring systems such that \\-e and the PBs 
are satisfied that we are capturing the proper data. 

3. Task Three: Begin installation ofh,fonitoring and E~~a[lration qstenu in -?. Rollour PBs. 
MAGS-M will begin monitoring performance of the 2"' Rollout banks in the 10th quarter. 
Prior to doing so, it will be necessary to ensure that adequate management information 
systems that have all the reporting functionality we consider standard exis:s in the 2" 
Rollout banks. This may require installing MB Phil in some or all of the 2"! Rollout 
banks either as an interim solution or as a permanent system. Installation of monitoring 
and evaluation systems will begin in the 9" quarter and be completed in the 10" quarter. 

All initiatives dealing \vith the development and strengthening of the RBRDFI. including 
training specifically directed to t h s  organization, \rill be programmed under this component. 

Tasks completed during the eighth quarter: 

1. Task One: Recruit a Program Development .4dsisor.for RB.4P. !&US-\I developed a 
job description, advertised in newspapers. and re\iewed resumes for the posiricn of 
program development advisor. However. no candidate was identified acceptable to both 
RB.4P and M S .  Recruitment \\.ill be continued in quarter nine. 
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Tasks to be cor~rpleted in the ninth qrtaner: 

1. Task One: Recntir a Program Developmenr Advisorfor RB.4P. \ l .GS and RE3.U' will 
continue efforts to recruit a Program Development Advisor. The search this round wii! be 
for a candidate who could become the Chief Executive Officer of RB.*. 

7 . Task Two: Conducr a feasibilig- studs ofesrablislring a credir bureau. The rural bankers 
in hfindanao have long desired a credit information bureau that could help them make 
better-informed decisions about prospective clients - panicularl!- the smal! and micro 
clients - in order to reduce high delinquency rates. In January 2000 a short-term 
consultant is scheduled to assess the feasibiiih of introducing a credit information bureau 
for rural banks throughout Mindanao. Should the assessment be thar a credir bureau 
would prove a viable proposition it is envisaged that a pilot would be introduced in 
southern Mindanao. A sustainable credit bureau, if it proves feasible, \rill be managed on 
a long-term basis by RBAP. 

3. Task Three: Conduct Apex Bank Feasibilin Srudr. .r\lthough planned for .April in the 
Year 3 \vorkplan, the Steering Committee has requested that the .4pex Bank feasibility be 
put on hold. 

5. Program Management. 

Program management takes into account meetings. project evaluations. repon submission. visits 
by Chemonics' home office staff, and other acti\-ities related to overall project maxagement. It 
also includes the ManCom assessment of the pilot phase of \l.GS-\I-Xf. conducted in \larch 
1999. 

Tasks complaed during the eighth quarfer: 

I .  Task One: S~rbmir Sevenrh Quarrer!~ Performance .bfoniroring Report. The ser-endi 
quarterly report, covering the period July 1 - September 30. 1999. was silbmined to 
USAID in Xovember. 

2. Task Two: Submit Year 3 Nbrk Plan. The Year 3 Work Plan was submined to US.UD on 
December 1. .4fter an initial review by US.-, the Year 3 LVork Plan was fonvarded to 
Steering Committee members and discussed at a Steering Comminee meeting in earl). 
January 2000. 

3. Task Three: Pegorni rhe a,lnual rnvenroy ofconin~odiries. .4ll commodities and project 
equipment were inventoried during the month of December and a summar?- sent to the 
US.4ID CTO and contracts office. 

4.  Task Four: Home ofice assi.rrancefrom Project Supervisor Lief Doerr;ng. .As XI.4BS-XI- 
M continues to expand its outreach to new banks, the Chemonics pro.ie:t manager 
assisted the chief of pam; in planning the expansion of outreach and coverage. preparing 
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the year 2000 workplan. and assessing internal project management and coordination 
systems put in place as part of the expansion. 

5 .  Task Five: Staff changes. .4 long-term technical staff member. %late0 Ty. \vas rcqussted 
to resign during the quarter for performance reasons. .4n adminisnative 
assistanVreceptionist was asked to r e s i ~  for performance reasons as ~vell. Both arced to 
resi-m and left the payroll by year-end. The technical staff member \vas rep!aced by hlr. 
Eduardo Luang, an experienced banker and microfinance professional. under a shon-tern 
contract (6-month contract). 

Tasks to be completed in the nintlr quarter: 

1. Task One: Strbrni! Eighth Quarterl~. Performance .kloniroring Repon. The eighth 
quarterly report, covering the period October 1 - December 3 1. 1999, \\.ill be submined to 
U S . m  in the ninth quarter. 

7 -. Task Two: Plan Strareg). for Possible Erpansron of hl..iBS-.kl. Recent discussions with 
US.4ID indicate that a possible expansion of the 31.4BS-M p r o - r n  may be considered. 
-4 description of the strategy for expansion of microfinance sen.lces under RB.V to 
Luzon and Visayas will be completed during the quarter. 

A4. Performance 

The follo\ving results were achiex-ed during the eighth quarter: 

Continued implementation \vith the four (4) pilot participating banks iPBs) and i~ t i a t ed  
loan and savings programs \vith the ten (10) 1" Rollout banks. .\ summar\. of results 
through December 3 1, 1999 can be found in Annex 3. 

9 Identified ten (10) candidate banks for the 2nd Rollout and conducted institutional 
assessments and rapid market appraisals of each. Afier thorough evaluation. approval b>- 
Management Committee and confirmation by Steering Committee, selected six ( 6 )  banks 
to become MABS-M PBs. 

MABS-M delivered intensive techrucal assistance to the ten (10) 1" rollout banks in this 
quarter. A review of the loan and savings products was conducted and re\-isions made a ~ d  
proposals were made to the banks to introduce a staff incentive scheme. Based on our 
expeic:~ce \vith the 4 piiot banks, particular anention was placed on inc :::rts c u l ~ ~ w  
of "0 tolerance" among bank management and staff the credit and businesj investigation 
process including debt capacity analysis and client follow-up. 

D Delivered one-day workshops on preventing and managing delinquency titled "Zero 
Tolerance for Past-Due Loans'' in Cagayan d'Oro, General Santos, Dapim. and Butuan. 
The course covered the characteristics of loan delinquency. effects on profitability. hots- 
to measure loan delinquency. and ho\v to control and prevent loan delinquency throush 
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credit methodolop, information systems and bank image and philosophy. The course has 
been compiled into a trainer-fiiendlv format for easy transfer to RB.V for de1:ve~ in 
Luzon and Visayas. 

0 M4BS installed MB Philippines loan manasement so%are in all 10 1'' rolloui PBs. For 
some of the banks, this ivill be an interim solution on a standalone computer until their 
own s o h a r e  has been modified to adequately manage the ir microfinance panfolio. For 
others, it will be the first step in a conversion from another sofnvare to XLB Phil sofiare.  
And for a number it will be the first step in an overall upgade from one version of 
Microbanker s o h a r e  to another. 

MABS selected the s o h a r e  vendor, ASEC Systems. which will be subcontracted to 
develop the next generation rural bank s o h a r e .  Tivo additional companies n-ere 
identified, ISSEC Systems and MB Philippines, to be trained to install and sen-ice the 
new s o h a r e  developed by the subcontractor so that after development is completed 3 
companies in the Phil~ppines will be fully capable of installing and senicing the ne\v 
software. 

Current status vs. expected end of project results: 

1 .  Ex~ected end of ~roiect results: A minimum of 20 rural banks and or cornunit). rural 
banks from throughout Mindanao will receive M.4BS-XI assistance. 

Current status: 20 rural banks are now receiving assistance from ll.ZBS-\l 

2. Ex~ected end of ~roiect result: PBs will expand their portfolios to include at least 500 
new microenterprise loans each, a-ith a total of at least 8.000 new borrowers among all 
participating banks. 

Current status: One of the PBs has achieved the individual bank target of 500 new 
microenterprise loans. The total number of new active borro\vers outstanding ior the 11 
existing PBs is 2,605. To achieve our target of 8,000 neiv active borro\vers. X1.ZBS PBs 
will need to increase the net number of new active borrowers by 5.395 or an ax-erase of 
257 per month. 

3. Ex~ected end of ~roiect result: Enroll 1000 new microenterprise depositors each. ~ i t h  
a total of at least 15,000 new depositors amon: all participating banks. 

Current status: Three of the PBs have achieved the individual bank target ot 1000 new 
microenterprise depositors. The total number of new actix-e depositors for the 14 PBs is 
9,615. To achieve our target of 15.000 new active depositors. . W S  PBs n-ill need to 
increase the net number of new active depositors by 5,3E1 or an averase of 256 per 
month 
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4. Ex~ected end of oroiect result: At least half of the participating banks lvill have 
decided to make microenterprise senices a continuin: and si=gificant pan oftheir 
portfolios, and will have taken the steps required to properly and profi~ably senice the 
microenterprise market. 

Current status: Achievement of this result will depend to a large extent on profitabiliy 
At this time, 5 of the 20 PB microfinance units are profitable on an "increments! cost'' 
basis and 3 are profitable on a full cost allocation basis. 

A5. Statement of \Vork 

No circumstance has changed which would require modification in an? of h e  elements of 
the statement of work contained in Section C of the M.4BS-M contract. 

2. Administrative Information: 

Contract Data: Total Estimated Cost 

CLIN #I Total Estimated Cost 
1. Expenditures (October 1 - December 3 1) 
2. Cumulative Expenditures to date: 
3. Remaining unexpended balance: 

CLIN #2 Total Estimated Cost 
1. Expenditures (October 1 - December 3 1) 
2. Cumulative Expenditures to date: 
3. Remaining unexpended balance: 
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Annex I 

SAF requests approved in the eiglttk quarter: 

0 S.4F N0.29. E~~ha~~cement of Loan and Sax,ings Ledcer-for E11rerpr:se Bank. This 
enhancement \vas necessar). to enable Enterprise Bank to monitor both its \I.XBS- 
M loan accounts and savings accounts. 

a S.4F No.30. Insrallarion of MB Phil Software in I" Rollour Bank. >lABS-\I 
installed MBXD in all of the 1" rollout banks. For some of the banks. this \\ill be 
an interim solution on a standalone computer until their o\\n s o h a r e  has been 
modified to adequately manage the ir microfinance portfolio. For others, it is the 
first step in a conversion from another s o h a r e  to MB Phil sofnvare. . h d  for a 
number, it merely up=pded one version of Microbanker software to another. 

S.4F .Vo.31. Delinqrrenq Measurement and Conrrol Tnreresr Rare Calculat~on 
Course. Enterprise Bank plans to expand its microfinance activir). subs tan ti all^ 
and recognizes the need to ensure a high qualih of their loan ponfol~o. Hence. 
their participation at this three-day course offered by the .L\sian Institute of 
Management and Punla was deemed to be \\-orthwhile. 

0 SAF KO. 33. Subcontracr to Gull~amo Bolanos for Cred~r Bureau SruCl.. 11-S- 
M subcontracted a consultant to develop a feasibilir). study and implementation 
plan for a regional credit bureau in Mindanao. If found to be feasible, 
implementation will be on a sub-regional basis with Davao as the test site. 

0 5.41- KO. 34. MABS staft: ofice and expenses for rhe regional ofice m Cag=.var: 
de Oro and MIS related e.rpendirures. This S.4F request included funding for a 
regional office in Cagayan de Oro. including an espamate ad\isor, 4 local 
technical staff and 2 support staff. It also included MIS related expenses including 
the salar)., benefits and miscellaneous costs associated with the fielding and a-ork 
of MIS Manager Peter Glibbery and the new rural bank s o k a r e  to be developed. 

Note: S.4F requests number 28 and 32 were cancelled prior to submission to US.UD 

SAF requests expected durivp rhc rinth quarter: 

0 Training Course for 2"d Rollour Senior Managers. M.4BS-%I will conduct a bvo- 
day training course for senior management of the 2* Rollout banks. ..\ total of 30 
rollout bank participants plus representatives from LS.4ID and %lEDCO are 
expected to attend. The training \vill take place in Cagayan d'Oro and include a 
field visit to at least one of M.GS-bl participant banks. 
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Procure Equipment. Recnlir'Hire Stafffor r"0110ur PBs. This S.4F request \rill 
cover the financial support for the 2"0 Rollout banks including commodities and 
s a l w  assistance to be provided to each bank. M.4BS-M is supportins up to 4 
microfinance staff at each PB, 100% for the fin1 six months and 5 0 % ~  for a second 
six months. 

Trainirtg Course for 2"' Rollotlt MF stoffand srrpervisors. M.4BS-31 \\ill conduct 
a one-week training course for microfinance staff and s u p e ~ i s o n  of the 2d 
Rollout banks. A total of 30 rollout bank participants plus representatives from 
U S . D  and MEDCO and some of the I"  rollout banks are expected to atrend. The 
training will include 2 days of lecture and 2 full days in the field with two \l.%ElS- 
M participant banks. 

0 Repesher Course on Microbanker Loon Module. During the eighth quarter, all the 
1" rollout banks were provided with Microbanker loan tracking s o h a r e  to enable 
them to monitor their loan activity and to provide us with accurate monthly 
reports. However, the timetable for installing the s o h a r e  was v e n  tight and thus 
only minimal training was provided. M4BS-M \\ill provide additional mining in 
the ninth quarter to all the rollout banks to ensure effective and accurate use of the 
s o h a r e .  

0 Purchase of hficroBanker MBXD Savings and General Ledger .hfodules / b r  rhe 
Rural Bank oflebok. All of the I st rollout banks were provided with 3licrobanker 
loans module to monitor their microfinance loans. In addition. they were offered 
the savings module and the general ledger module. Only one of the 10 rollout 
banks accepted the offer. The Rural Bank of Lebak will receive the additional 
modules in the ninth quarter. 

O One-day N'orkrhop for Pilor Banks. The 23-month technical assistance package 
for the four (4) pilot banks will end in eight months. M.ZBS-.\-I nil1 hold a one- 
day workshop with the senior management of the pilot banks to determine their 
level of satisfaction with the M.4BS-M program and. more imponantly. determine 

-merit. how MABS-M can best support them for the remaining months of the age. 

Other SAF requests, as identified by the MAEIS-M team and approved by the SlanCom. ma) 
occur during the Ninth Quarter. 

.':ole: A S.4F tracker is used by M.BS-M to monitor S.4F expenditures. It is c-zsnr th-oug': 
Chc end of Quarter 8 and included here in .hex 2. 
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CONSOLIDATED PERFORMANCE FIGURES FOR 14 PARTICIPANT BANKS 

PERFORMANCE DATA 
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CONSOLIDATED PERFORMANCE FIGURES FOR 10 ROLL-OUT BANKS 
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CONSOLIDATED PERFORMANCE FIGURES FOR 4 PILOT BANKS 
a 

PERFORMANCE DATA 

I 1 FOR THE MONTH OF: DECEMBER 1999 
INDICATORS 

STATEMENT OF INCOME AND EXPENSES (Incmmental Costs) 
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CONSOLIDATED PERFORMANCE FIGURES FOR 4 PILOT BANKS 
II 

STATEMENT OF INCOME AND EXPENSES 
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