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RMDC Dishursed Rs. 1.94 Billion to MFIs

The Rural Microfinance Development Centre Ltd.
(RMDC), an agency established for the purpose of

Annual Portfolio Growth of RMDC

providing wholesale loans to microfinance institutions 1,400
(MFIs) in Nepal, commenced its operations in
January 2000. Since then it has been forging ahead

with steady progress each year. In the last fiscal year 1,200
2006-07, it could make spectacular progress in
wholesale lending to MFIs and capacity building

of these institutions. 1,000

In the fiscal year, RMDC added 13 new partner

m Approved

organizations (POs), making the total number of el

POs to 58. The POs comprises 6 microfinance

m Disbursed

development banks (MFDBs), 6 development banks
(DBs), 24 financial-intermediary NGOs (FI-NGOs)
and 22 savings and credit cooperatives (SCCs).
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RMDC approved a total loan amount of Rs. 2,328.75
million for 58 MFIs till the end of the fiscal year

2007-08, of which Rs. 1,943.66 million was disbursed 200
to 51 MFlIs. At the time, the total outstanding loan
amount with its partner organizations (POs) stood 0 | =m
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at Rs. 1,135.04 million. RMDC has recovered all due
amounts (i.e. Rs. 808.62 million) on time. Thus,
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rate from its partners. In other words, there have been
no non-performing assets (NPAs) with RMDC till
the date. The POs of RMDC have served 503,308
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Fiscal Year

poor households in 47 districts.

RMDC has also made notable progress in the capacity building of MFIs
as well. In the fiscal year 2007-08 alone, a total of 2,117 staff and 83,087
clients of MFIs participated in different training, seminars, workshops
and study visits. During the same period, a total of 43 officials of MFls
participated in different international training/study visit programs. A
total of 347 new staffs of MFIs were provided with six-month long
induction training on microfinance operation.

Rural Microfinance

The ADB funded Rural Microfinance Project has ended successfully on June
30th, 2007. The Rural Microfinance Development Centre Ltd. (RMDC)
was the principal implementing agency of the Project. The Project commenced
in May 1999, with the prime objective of improving the socioeconomic
status of poor women and increase employment by improving their access
to financial services and microenterprise development, primarily through
the provision of a revolving line of credit to finance viable farm and off-farm
economic activities.

The Project has been successful in establishing RMDC, as a national apex
wholesale of microfinance fully geared towards professionalism and sound
financial system, which has been able to provide appropriate microfinance
services to over 500,000 poor families through its 58 partner microfinance
institutions during the Project period. Of the partner organizations, over 45
institutions have been promoted from scratch by the intensive technical supports
of RMDC. RMDC's partner organizations have been appreciated by most
national and international organizations particularly for their professionalism and
sound operational performance. Over ten thousand staff and three hundred
sixty thousand clients of MFIs have been provided with training. RMDC has
been awarded four times by ADB for its exemplary performance.

Moreover, international programs such as Training on Grameen
Generalized System and Seminar on Micro-enterprise Financing were
conducted in technical collaboration with the Grameen Trust and
Integrated Development Foundation (IDF) of Bangladesh respectively.
As of July 16th, 2007, a total of 160 institutions (63 NGOs, 86 coops
and 11 banks) participated in the capacity building programs of RMDC.
A total of 10,140 staff and 364,378 clients participated in different

training, workshops and study visit programs till the date.
(contd. on 3" page)
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Microfinance Brought Happiness

{0 Rajo Ram's Family

Ms. Rajo Devi Ram was born in 2028 B.S at
Katahari VDC Ward No. 1 in Morang district
in a family of marginalized community which
was economically dependent on farming and
wage earning. She is the only daughter of her
parents who have five sons. Rajo Ram got
married in 2045 B.S. at the age of 17 years with
Mr. Gopal Ram — a resident of Chimadi VDC
Ward No. 5 of Sunsari district. Mr. Gopal Ram
is a poor landless settler with only one small
hut at his possession.

After marriage, Rajo Ram had to work hard
at home like a servant and used to find her
pillow wet every night with her tears. Rajo
Ram was not discouraged as she found a
straightforward and hardworking husband.
But the daylong toiling at others’ house by
both hushand and wife was just sufficient for
fulfilling only some of the basic needs such
as food and clothing. They are quite unaware
about the future of their children. Rajo Ram
who had studied only up to 3rd grade strongly
wanted to educate her children. She found
difficulty in finding fund for treating minor
health disorders of her family let alone the
education of her children.

In the year 2058 B.S for the first time Rajo Ram
heard that she could take loans on group guarantee

without needing to mortgage collateral. She first
got a loan of Rs. 3,000 from Nepal Rural
Development Society Centre (NRDSC) and
purchased a rickshaw for her husbhand. Her
hushand left his job and started pulling rickshaw
to earn their livelihood. Rajo Ram’s income from
the sale of labour and her husband’s income from
rickshaw together were sufficient to meet all
their household expenditure needs. Rajo got
another loan of Rs. 10,000 in the year 2059 B.S
and purchased a milch cow. It added a new source
of income. She also started vegetable trading.
They were able to pay loan installments in time
and save some money after meeting all household
requirements. She purchased a he-calf from the
saved money and paired with the he-calf she got
along with the cow she bought with the loan
money. In the year 2060, she obtained the third
loan of Rs. 13,000 from NRDSC. She used this
money together with the money she got from the
sale of a pair of bullocks Rs. 11,000 and other
savings of Rs. 3,000 (totaling Rs. 27,000) as an
advance payment to buy three kathas of land
worth Rs. 36,000. She continued to pay
installments from the income of rickshaw and
started cultivating vegetables of her own in the
purchased land. Rajo got another loan (fourth
one) of Rs. 16,000 which was given as an advance
to buy another 5 kathas of good land. She used
her fifth loan of Rs. 19,000 and the income of

Rs. 50,000 from various sources to get the land
registered in her name.

At present, she owns a cow, two he-calves,
one she-calf, one she-goat, one he-goat, and
one newly born baby goat. She also possesses
a TV set, one bicycle, one rickshaw, three
beds, two table, two chairs and two small
houses. She has a total savings of Rs. 5,590
which includes Rs. 1,297 personal savings
and Rs. 4,293 in group fund. Two sons are
studying in grades 5 and 2 and one daughter
studying in grade 1 in a boarding school. Rajo
Devi Ram is very much thankful to NRDSC
for its great supports in transforming her
family to a better off state.

Study shows significant improvement in the lives of

microfinance clients

RMDC completed a study on the impact of
microfinance services on the clients in August
2007 through a freelance Economist Mr.
Krishna Hari Maharjan. The objective of the
study was to find out the changes occurred
on the social and economic status of the
microfinance clients who have participated
in microfinance programs for at least three
years. The study was conducted in the areas
of RMDC's partner organizations and with
their supports in collecting data. The study
report indicates that there have been great
impacts of microfinance services on the
livelihoods of the clients and their families.

The report shows that there is an increase in
cash investment from Rs.36,789 to Rs.
117,329 ( 219%) and increase in received
cash income from Rs. 51,434 to Rs. 180,089

(250%) among the beneficiary households
after 3 years of their participation in the
microfinance program. The average savings
per beneficiary household has increased from
Rs. 18,844 to Rs.72,740 (by 286 %) in three
years. The beneficiary households have added
assets like radio, television, utensils, gold
ornaments, furniture substantially.

Housing conditions have also been found
improved among the clients. There is a gradual
shift from houses of thatched roofing to tiled,
corrugated and to RCC among the clients.
The number of thatched roof houses has
decreased by 65% in three years. The number
of tiled, corrugated and RCC houses has
increased by 10%, 153% and 292%
respectively. The land holding size has
increased by 61% (i.e. increased from 11.5

Nobel Peace Laureate Muhammad Yunus
Named as Member of "The Elders"

Microcredit Pioneer Muhammad Yunus has
been named to the The Elders, a group of
world leaders convened by former South
African president Nelson Mandela, Graca
Mache and Archbishop Desmond Tutu. The
illustrious group also includes former US
president Jimmy Carter, former UN Secretary
General Kofi Anan, former Irish President
Mary Robinson, and Nobel laureate Aung
San Suu Kyi. Archbishop Tutu chairs the

group.

The group plans to get involved in some of

the world's most
pressing
problems -
climate change,
pandemics like
AIDS, malaria,
tuberculosis,
violent
conflicts.

RMDC is
delighted to
hear that Nobel
laureate Dr

Ropanis to 18.5 Ropanis). Food self
sufficiency for 12 month from own regular
production and income has improved from
31% to 85%. Majority of the clients' families
are using sanitary toilets and safe drinking

Participation in Credit & Risk
Management Course held in Manila

RMDC's two senior officers Mr. Pritha Bahadur
Thapa and Ms. Annapurna Shrestha participated
ina Trainers' Training Course on Credit & Risk
Management held in Manila, the Philippines
from September 17-22, 2007. The course was
organized jointly by the Asian Institute of
Management (AIM) and Citigroup. A total of
26 officials of different organizations of the Asia
Pacific Region participated in this program. The
course covered the modules of credit cycle,
product planning, credit approval and account
maintenance, collection strategies and fraud
management.




Global Awards to Microfinance Leaders

Fazle Abed,
Founder and
Chairperson of
BRAC was
honored on
September 27th,
2007 with the
Clinton Global
Citizen Award.
The award was
given to four

extraordinary
individuals
w h o s e
outstanding achievements have inspired change
and made a positive impact on the world. Fazle

Contd. ... RMDC DISBURSED

RMDC has been implementing a few projects
funded by the Asian Development Bank (ADB).
The ADB-funded Rural Microfinance Project has
ended on June 30th, 2007 with remarkable
achievements. RMDC has been awarded four
times for exemplary performance during the
Project period. The Community Livestock

Composition of RMDC's Partner
Organizations

MFDB

10% DB
scc 10%
38%

FI-NGO
42%

Abed founded BRAC believing that poverty
must be tackled from a holistic perspective,
transitioning individuals from being aid
recipients to becoming empowered citizens in
control of their own destinies. The organization
has helped millions of people in Bangladesh
out of poverty through education, healthcare
and microfinance programs.

Sam Daley-Harris was honored with the Susan

M. Davis Lifetime Achievement Award from
the Grameen Foundation on October 12th,
2007. The director of the Microcredit Summit
Campaign, Daley-Harris received this award
for his outstanding commitment to

Development Project (CLDP), another ADB-
funded Project, has been in operation since
December 2, 2005. RMDC is the Executing
Agency for implementation of the credit
component of the Project. As of July 16th, 2007,
RMDC has approved loan amounting Rs. 158.00
million and disbursed Rs. 34.65 million to 19 MFIs
working in the CLDP districts. Further, RMDC
has been implementing microfinance component
of JFPR Project. A revolving fund of US$ 550,000
is accessible for RMDC for micro-enterprise
financing for women in the Eastern and the Central
Development Regions of the country. As of July
16th, 2007, RMDC has disbursed Rs. 23.05
million to 3 MFIs under the project.

Keeping the operation cost to the minimum level
and maintaining high operational efficiency and
excellent portfolio quality, RMDC has been able to
keepits financial health sound from the very beginning.

New Faces at RMDC

RMDC welcomes the following new staff who
joined RMDC in October 28™ 2007.

Mr. Pradeep Kumar Poudel has
joined RMDC as Officer. Mr.
Poudel was working as an
Assistant in the Finance
Department of RMDC for nearly
two years. He holds Bachelors
degree in Business Studies and has taken
training in accountancy, secretarial science
and basic computer application packages.

Mr. Govinda Bahadur Raut has

joined RMDC as Officer. Prior to

joining RMDC, Mr. Raut was

working as Program Manager in

the Nirdhan Utthan Bank Ltd. Mr.

Raut holds Masters degree in Business Studies,
and has taken training in general management,
credit appraisal of microfinance institutions,
business planning, etc.

Mr. Sundar Prasad Shrestha has
joined RMDC as Officer. Before
joining RMDC, Mr. Shrestha was
working as Branch Manager in
the Nirdhan Utthan Bank Ltd.
He holds Masters degree in Business Studies,
and has taken training in branch management,
microfinance and business planning.

Miss Sweta Shrestha has joined
RMDC as Senior Assistant. Miss
Shrestha has acquired some |
experience in journalism and
mass communication. She holds
GCE A level certificate. She had worked as
an editor in United Nations Women's
Organisation (UNWO). She has even worked
as a marketing officer at Thames Business
College. She has been an Executive Member

microfinance
and citizen
empowerment.
Sam Daley-
Harris is the
founder of
RESULTS
Education
Fund, which
convened the
first ever
Microcredit
Summit in
1997, launching a nine year campaign to reach
100 million of the world's poorest families
with credit for self-employment and other

RMDC's operational self-sufficiency (OSS) has been
over 100 percent from the first year. In the last fiscal
year, RMDC's OSS level was 139.9 percent and
return on equity (ROE) 7.2 percent. In the fiscal
year 2007-08, RMDC's authorised capital has
been raised to Rs. 640 million from Rs. 320
million, the issued capital to NRs. 320 million
from Rs. 250 million and the paid-up capital to
NRs. 250 million from Rs. 100 million. Rights
shares amounting Rs. 150 million was sold to its
promoter shareholders. Its promoter shareholders
are the Nepal Rastra Bank (the central bank of
Nepal), 13 commercial banks, five regional
Grameen Bikas Bikas Banks (GBBs), the Deposit
Insurance and Credit Guarantee Corporation and
Nirdhan Utthan Bank Ltd. The 13 commercial
banks and the Nepal Rastra Bank hold 88.44
percent and 8.42 percent of the total paid-up
capital of RMDC respectively.

Performance of RMDC's Partner
Organizations (As of July 16", 2007)

Nos. of centers per field staff 15
Nos. of members per field staff 400
Nos. of borrowers per field staff 310
Outstanding loan per field staff Rs.25m
Percentage of field staff to total staff 63%
Nos. of centers per branch office 54
Nos. of members per branch office 1,434
Nos. of borrowers per branch office 1,112
Loan outstanding per branch office Rs. 8.98 m
Operational expenses 10%
Financial and operational expenses 18%
Current repayment rate 96.73%
Cumulative repayment rate 99.16%
Past due rate 4.37%
Yield on portfolio 21%
Operational self-sufficiency 132%
Borrower to member ratio 78%
Loan outstanding per borrower Rs. 8,082
Savings balance per member Rs. 2,100




2008 Asla-Pacific Regional Microcredit Summit

In Pakistan

Microcredit Summit Campaign has announced that Asia-Pacific Regional
Microcredit Summit Meeting of Councils (APRMS) will be held in
Islamabad, Pakistan from March 4-6, 2008. Co-hosts of the regional
summit are Microcredit Summit Campaign, U.S.A and Pakistan Poverty
alleviation Fund (PPAF), Pakistan.

The core themes of the Summit are: 1) reaching the poorest, 2) reaching
and empowering women, 3) building financially self-sufficient microfinance
institutions and 4) ensuring a positive measurable impact on the lives of
clients and their families.

The Global Microcredit Summit held in Halifax, Canada in November
12-15, 2006 has launched two new goals: 1) working to ensure that
175 million of the world’s poorest families, especially the women of
those families, are receiving credit for self-employment and other financial
and business services by the end of 2015, and 2) working to ensure that
100 million of the world’s poorest families move from below US$1 a
day adjusted for purchasing power parity (PPP) to above US$ 1 a day
adjusted for PPP by the end of 2015.

The detailed information regarding the Asia/Pacific Region Microcredit
Summit is available on www.apmicrocreditsummit.org.

Highlights of Microfinance
Policies for FY 2007-08

Acting Governor of the Nepal Rastra Bank (NRB) Mr. Krishna Bahadur
Manandhar delivered the Monetary Policy for Fiscal Year 2007-08 on
July 23, 2007. Some of the statements in the Policy concerning
microfinance are as follows:

« Commercial banks are required to disburse 3 percent of their total
outstanding credit portfolio to the deprived sector.

e The single borrower limit has increased from Rs. 40,000 to Rs.
60,000 for a general loan without collateral and from Rs. 100,000
to Rs. 150,000 for micro-enterprise loans backed by physical collateral
or group guarantee.

o The requirement to maintain an additional 20 percent loan loss
provision for collateral-less loans disbursed by microfinance institutions
has been waived.

o Micro-credit development banks can expand their areas by one
more additional adjoining district with an incremental paid up capital
of Rs. 2.5 million. This provision is intended to expand the financial
services in rural areas.

o With aview to expand financial services in rural and backward areas,
a financial institution can be opened in those areas with a paid up
capital of Rs. 10 million.

o A production credit arrangement will be made for the farmers
obtaining renewable energy (solar energy, bio gas, micro-hydro
power, etc.) credit from the Rural Self Reliance Fund (RSRF) through
cooperatives.

o Aline of credit will be made available to those cooperatives that
have been borrowing from RSRF with an objective of extending
microcredit facility to the deprived and poor families living in the
far-remote areas of the country.

o Although the Community Ground Water Irrigation Sector project
(CGISP) has phased out (on July 31, 2007), the credit disbursement
will be continued through RSRF to install shallow tube-wells.

o Asperthe NRB Act 2002, the shares in the Western and the Eastern
Rural Development Bank have already been sold. The share
ownership of the Nepal Rastra Bank (NRB) in the Central Rural
Development Bank will be divested to the private sector in 2007-
08. Further, due diligence audit (DDA) of other rural development
banks will be carried out in the process of their privatization.

o Thedraft "Rural Self Reliance Fund Act, 2007" designed to convert
NRB operated RSRF into a wholesale financial institution will be
amended and submitted to the Government of Nepal for enactment.

o Aseparate fund is necessary to make share investment in MFIs which
will increase their leverage of borrowing from banks and financial
institutions. Necessary provisions will be made whereby interested
national and international organizations and companies can contribute
money to that fund.

ADB Officials Visit to
Microfinance Beneficiaries
In Kathmandu

Mr. Patrick Pillon,
Executive Director,
Asian Development

bank (ADB),
Manila and Mr.
Paul Heytens,

Country Director,

ADB, Nepal made

a visit to

microfinance

women group at

Galfutar,

Kathmandu on 4th

November 2007.

The group known as

Kopila Swabalamban Mahila Kendra was organized as a microcredit
group by a Microfinance NGO, Center for Self-help Development (CSD).
The group has 30 women members comprises 15 members from schedule
castes, 7 from ethnic groups and 8 from other castes. Out of the 30
members, 28 have borrowed loans. The borrowers have taken a total of
Rs 6,23,000.They have saved Rs. 80,459 with the MFI. Most of the
women of this group are involved in the tailoring business. Some are
engaged in the vegetable trade, furnitures business and milch cow keeping.
One has opened a cosmetics shop. One lady plans to take loan and start
her own business very soon.

One of the members of this group namely Subhadra Bagdas is deaf. She
was married 9 years back, but her hushand left her and now she is living
with her daugther at her mother's home. She has received a loan of
Rs.1000 for a tailoring business. It helped her to improve her life. She
has saved some money after paying loan installments. She has been
able to earn for herself and her daughter. She has also been able to send
her daughter to school. The story of this lady shows how micro-credit
helps to improve the life of deprived group.

Mr. Patrick Pillon and Mr. Heytens were very impressed with the
operations of the group. They asked all the women individually how
much loan each of them has borrowed, how much repaid and how much
money is being utilized. They replied that they have invested loan money
in income generating activities and have been able to repay loan
installments with interest on time. They expressed that they had been
benefitted from the microfinance program. They have been able to earn
regular income from the small businesses and now they don't have to
depend on their husband for small money to meet needs of their own
and children. This has not only made them proud but also their husbands
are happy with them. CSD has served in total 32,299 households and
has disbursed Rs. 758 million till mid October 2007.

Rural Microfinance Development Centre Ltd. (Bittiya Sanstha)
Putalisadak, Kathmandu, Nepal

P. O. Box 20789, Tel : 977-1-4268019 / 4268020, Fax : 977-1-4247702
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