UNITED NATIONS FONDS D’EQUIPEMENT
CAPITAL DEVELOPMENT FUND DES NATIONS UNIES

Ref. No. BHU PRO 300 CDF Date: 4 February 2010

Dear Mr. Hussain,

As advised by Pamela, please find attached three original Annual Work Plans for the LDC
Fund to Develop Savings-led Market Leaders for Inclusive Finance for your signature. Kindly
forward it to us after signing to share with the Royal Government of Bhutan and the Bhutan
Development Finance Corporation Ltd.

Regards,

Yours sincerely,

Lo

Chenchp Gyalmo Dorjee
Programme Officer
Mr. Feisal Hussain
Regional Inclusive Finance Advisor
UNCDF
UNDP Regional Centre in Bangkok
Rajdamnern Nok Avenue
Bangkok, 10200
Thailand

Samten Lam, G.P.O. box 162, Thimphu, BHUTAN. Phone -+ 975-2-322424, Ext, 240
Fax: + 975-2-322657



Tshering Yanki

From: Pamela Eser

Sent: Tuesday, February 02, 2010 11:32 PM
To: Chencho Gyalmo Dorjee

Cec: Tshering Yanki

Subject: RE: hard copy of grant agreement

Sure, you can send it to him.

Feisal and | talked earlier this year about monitoring visit to Bhutan. | suggested in the third quarter. | think that should give the
project some time to really get underway.

Best,

Pam

Pamela Eser
MicroLead Programme Manager
Financial Inclusion Praclice Area (FIPA)

United Nations Capital Davalopment Fund
Two UN Plaza, 26 Floar

"“enf Naw York. NY USA 10017
Tel: +1(212) 9068-68693 | Fax: +1(212) 506-8479
skype:. pamasar

pamels eser@uncdf org | web. www.uncdf.org
investing in the LDCs | investir dans les PMAs

From: Chencho Gyalmo Dorjee

Sent: Monday, February 01, 2010 11:05 PM
To: Pamela Eser

Cc: Tshering Yanki

Subject: RE: hard copy of grant agreement

Dear Pamela,
Thank you.

Can | send the hard copy by pouch to him then already so he has it in time. | was thinking that Faisal would also want
to visit Bhutan and the programme in the near future, will wait for you to advice when he will be visiting as |
understood from our last meeting you are still looking after Bhutan right?

Rgds
Chencho

Ms. Chenche Gyalmo Dorjes

National Programme Officer

United Nations Capital Developmant Fund
UN House

Samten Lem, Posl Box 162

“ “en F Thimphu, Bhuian

Tel: (875)-2-322424 Ext, 240 | Fax: (975)-2-3228567
thancho. dorjea@uncdlorg | www.uncdl.org

Investing in the LOCs | Investir dans les PMAs

From: Pamela Eser

Sent: Monday, February 01, 2010 8:50 PM
To: Chencho Gyalmo Dorjee

Cc: Tshering Yanki

Subject: RE: hard copy of grant agreement

Hi Chencho,



Pamala Eser
Microlead Programme Manager
Financial Inclusion Praclica Aren [(FIPA)
United Nations Capital Developmant Fund
Two UN Ptaza, 268 Floor

""cnr Naw York, NY USA 10017
Tel: +1(212) B08-65893 | Fax: +1{212) 808-6479
skype: pamesar

pamata eser@uncdl.org | web. www.unedf.org
Investing in the LDCs | Investir dans les PMAs

From: Chencho Gyalmo Dorjee

Sent: Tuesday, January 19, 2010 4:30 AM
To: Pamela Eser

Cc: Tshering Yanki

Subject: FW: hard copy of grant agreement
Impaortance: High

Dear Pamela,
Yanki is on leave until Monday and will request her to follow up on the PBA status.

Best
Chencho

Ms. Choncho Gyalmo Dorjoe
National Programme Officer

Uniled Natlons Capital Development Fund
UN House
Samlen Lem, Post Box 162

“uen F Thimphu, Bhutan

Tel: (975)-2-322424 Ext. 240 | Fax: (975)-2-322857
chancho.dorjea@uncdl.org | www.uncdf.org

investing in the LDCs | investir dans fvs PMAs

From: Pamela Eser

Sent: Tuesday, January 19, 2010 2:04 AM

To: Chencho Gyalmo Dorjee; Parthasarthy; 'Arijit Dutta’; Karma T
Cc: 'Yves Lafond'

Subject: hard copy of grant agreement

Importance: High

Dear all,

| have not received by post a hard copy of the performance-based agreement which was signed Dec 7 and 8. 1 do
have a scanned version but | need a hard copy with original signatures on it for the auditors. Can you please help to
locate it?

Thank you,

Pam

Pamela Esar
MrcroLead Programmae Manageas
Financial Inclusion Praclice Araa (FIPA)
United Nations Capital Development Fund
Two UN Plaza. 28 Floor

""cnr New York, NY USA 10017
Tel: +1(212) 906-6883 | Fax: +1(212) 906-847%
skype. pameser

pamela.eser@uncdf.org | web: www.uncdf.org
Investing in the LDCs | Investir dans fes PMAs



- | UNDAF Outcome By 2012, opportunities for generating income and employment increased in targeted poor areas (MDG1,8)
| Expected CT outcome 1. Financial Inclusive services outreach by 40% of the total households in Bhutan

1| Expected CT outcome 2:BDFCL provides customized microfinance services for enhancing livelihoods for the rural poor of Bhutan
..%| Expected CT outcome 3.Increased access to saving services by the poor

_' Implementing partner (s}): Bhutan Development Finance Corporation Limited (BDFCL)

The AWP aims to: a) Develop Savings-lad Market Leaders for Inclusive Finance will complement UNCDF's sector development programmes, UNCDF's primary tool for building in-
clusive financial sectors at country level. UNCDF's sector development programmaes facus on removing constraints at policy, meso and retall levels for all FSPs, including those

receiving funding from thls programme.

In collaboration with BOFCL and UNGCDF, the Gross National Happiness Commission coordinates the averall AWP implementation and progress review through quarterly, mid-year and
annual review meetings. The IP is responsible for ensuring the achievement of AWP results through day-to-day management, implementation, monitoring of the activities, proper use
of funds and submission of quarterly financial and progress reports. The UN agencies are responsible for monitoring, timely release of funds, and technical support to Implementation.
The partners adopt HACT procedures for fund request, release and reporting. Quarterly Direct Cash Transfer modality is applied and Reimbursements or Direct Payment when neces-
sary with prior agreement between all the parties. Assurance activities such as joint field monitoring, spot checks and scheduled audits will be conducted after agreement with the

GNH Commlssmn and the IP based on the mlcro-assessment recommendatlons
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Programme Period: 2009-2013 Estimated 24 months budget: US$ Allocated resources:
Programme Title: LDC Fund to Develop Savings-led Market Leaders for Inclusive Fi-
nance UNCDF BDFCL US$ 755,995

LT-TA USS 478,839
Work Plan Title: Microlead Savings Programme Total Uss 1,234,834
Budget Code: ( ) Duration: 18 Months (Dec 2009—Nov 2011)

B
: Agreed by ihe Royul Governmeni of Bhufcln

MANAG ' CTOR \; *X‘—( \/\_. "F i

Mr. Nawang Gyeft THIMPHU : BHUTAN | Mr. Karma Tshiteam cretary ‘

Agreed by UN Agencies:

Agreed by Implementing Partner:

UNCDF
Date:

Managing Director ¥ Secretary nission
BDFCL GNH Commisdn oM™

Date: Date: l




UNDAF DUTCOMES I

3, InGradadd Bockts 10 aEVings sarvicad by tha paos

Opporiunites loe ling Incoma and emiploy I in Largeled poor areas of Bhutsn through tiw provision of Flnancial Services.
1. Flnmncisl L h ] d o 40% of Lhe lotal houssholds in Bhulan
Quicoms of Joinl Program 2 BDFEL prowl 1 i s Jor Ivellhoods of tve roral In Bhast

| 1 | | Estimated Resource In § US|
Novlh - Oct 10 Nov 10 - Oct 11
Oulpuls Indicalors for Dac 2013 Aclivity Respansibls  [2008 2010 2011 Budgel Delalls
Pal
" Q1]02)|G3|Q4] Q3] LT-TA] BDFCL Tetal | LT-TA | BDFCL Total
Financal inclusion 40% of househald provided Situalinnal Anatyzs Lhrough diagnostc BOFCL X Workshops/Trainings
Services Oulreach lo  |micofinance sanvices by BDFCL atudy of BDFCL Training to cuslomers
Rural Households Training o cther NGOs.
Transportalion and
overhead costs
Exposure visil of
Customers 6| 110,331] 110,331 138,788 136,768
Indicalors| 1,275 No of groups provided credil |Group formalion, training and BDFCL XXX X Other Overhaads
services bry BDFCL by Sth yr alrengthening
116,375 credil and deppsi
defiverad microk A ent of Groups for provision of lﬁct. X | X | X X
services by BOFCL by Dac 2013 | microfinance services
|
Incraasad number of  |Credil sarvices enhancad to 57,620 | Studying exialing credil producis and BOFCL X Workshop, Tratning and
housenolds receive  |rural househalds needs Studies 5559 3,003 psea| 4528 a34m 8,876
micro credit from Design of new producis and rauing of |0 x| X X Transporiation 1
BDFCL alal LT.TA
Indicators|New products desianed Rofl oul of the new products ADFCL x[x X Qther Overheads
No_of glients offerpd gradit
Efficient treasury and | Reduction tn idia cash, on lma Studying existing treasury & fund 0 X ‘Workshopa, Traimings
fund managsment varification of funds and imp d syslem in BDECL LT-TA
systemns eslablishad  |investmants ‘Transportali 8,823] 10,217 19,040 [1] 3,548 3,848
Indicalors| Decraasa in idla cash by 5-10% al | Designing new system and trawtnmg of staff |BOFCL X| X X|x Olhar Overhaads
thabranchand head officainthe  (enH
microfinance portfobe
Increased Income from investments
by 10%
Effident Risk Li_’ottfulin al Risk <8% Study of existing operatng syslem and FDFCL X Workshops, Trainings
Managemenl syslem design of Risk Managemen| Tools and Transporiation
blished Dther Ovarhead, 12,087 10,217 22,304/ 3,559 31,848 7,407
Induzators| .Redution In PAR lo <6% BOFCL X | X XX LT-TA
BOFCL X[ X X
Enhance Mcro- Microenterprisa based financal Research and design of Micro enterprisa  |BDFCL 3 X Miaoenlempiise
enterprsa porifolio services provided o 25% of total | Products and appraisal lools Pmomotion Fund for
outreach to lhe rural  |outstanding chenls providing credil ko cash
poor clients flow based housahokds
Training 13,058 82,585 95,621 5,058 3,648 B.004
Indicalors| 5% of loan portfollo towards start up | Tralning to BDFCL Stafl on Lhe above 0 LT-TA
Ent
35% of outstanding ciienl HH given |Flloling of naw Micro enlerprise products  (BDFCL XX X
Enterpiisa loans
Increased producimly [ 10% clianls access AgBDS Sub-sector & valua chain analysis , and BOFCL X Tratning Lo Clienls.
and income to rural sarvices |design of suitable TA products LT-TA
househoids through Other overheads
BDS 8,528) 13,288 18,783 BO5E| 16,510 24 568
Indwzloes| 200 HH provided B0S t@ining Tratning of BOFCL Staff BDFCL X
services ry BDFCL
5-10% in productvly of
chienls economic acivity Roll out of AG/BDS producls [EDF::L X X
{
Access (o Mico Quaniilative & Quabilative demand | Sludy the supply and demand of BOFCL 3 Sludias
insurance semices by |of insurance seclor and customized |insurance sarvices in Bhutan Trainng
rural HHs producis. LT-TA
Qlher Overheads 5,558 3,003 8,562 0 5,348 5,348




Indicators| Study report on microinsurance Inatiulional assessmenl of BOFCL for BDFCL
In:
Building capacibes of BDFCL siatf lowards|BDFCL
provision of nsurance services hasad on
mpputilory adhemence
BDFCL
Improved sfficiency of |Higher clienUstafl ralio - increased | Studying the exisling and Improving the  |BOFCL X Exposure Viait of Siaff
BDFCL staff 1o 175 exisimg operabional and HR syslem and Sr Managament
LT-TA
Traming
Other Overheads | 12,087] 70,513 42,600 4528) 48,073 53,801 |
Indicatorg]increasa in no. of clignia per satff of | Tralning and exposure wsits of BDFCL BDFCL X
BOFCL o 1756 staff 10 best practices th microfinanca
Jsocir
Business per slaff Increased by 15- BODFCL
20%
BOFCL
IT and MIS based IT based MIS for Micofinances sel  |MIS study and design of new modulss BOFCL X Handheld Devices 14,025 113,542 127,587 B,D_SGI 0 8,058
increased eificiency, up Handheld devices introduced New modules inlegraled In tha MIS BDFCL X deploysd
and Information Tralning to Slaff on MIS BDFCL X Traming and
exchange on ‘Workshops
la LT-TA
Indicators|New reparis from the micofinance  |Introduction of HOD and tralning of slaff  |BDFCL
MIS
Increased frequency of reporting on
weeldy and menthly basis
Successful usa of 100 HOD by
BODFCL sinff
BDFCL
Improved effidency &  [Chuicker decision making and cosl  [Review and desipn of systems for BOFCL X Tralning
profitability bn culting through improved Finanaal | financial and cost anal Transporiation 15,708 438 16,148| 4528) 1,500 8,028
oparationa and Cosling Analysis n of annual b pEan BDFCL LT-TA
Other overhead
indicalors|5-10% Reduction In expenses dua BDFCL
1o cosl cutling
Lower Operating Cosl Ralics by 5% | Training to BDFCL staff on the above
per slafl sysiems
BOFCL
Socdial Performance Reporing on SPM parametars BOFCL
|Management sysiem
integratad into BDFCL
npefalions
iInbroducing SPM n 8DFCL Study. Tool 8,528 Q 8,520 8,025 0 6,025
Indicaiors| . Development of SPM module and BDFCL Development
inlegratad inta MIS Tratning
Gendar and poverty specific data LT-TA
capiured and uead In MIS Training ko staff on SPM reporiing Othar Cverhaads
BOFCL
Formutation of micm  [Micro-finance policy framewnrk for IBDFCL X
financa policy Bhutan developed
framework
D Lation of requi for the Sludy
policy framework Consultations, 24,0¥2| 10,000 _072 [ [} -
Indicalors|BDFCL active particapation in BOFCL X Workshops, Meetings
davelopmenl of microfinanca policy LT-TA
framewprk Participation In Slakeholdars consultations Qther Overhaads
BDFCL
Enhance Savings ‘Tedal rumber of deposiiors Study of exisling products of BDFCL and  |BDFCL X
|outrazch of BOFCL oulreach (o 58,554 desifn ol new
among rural ‘Training to 5lafi on new products BDFCL
households Sludy B, 782 2 585 12,357 15,152 8,413 21,575
[ ] Roll oul of new deposit pmducis BDFCL Product Davelopmant
23.42 mn USD deposit outstanding Traintng
portfolia of EDFCL by project end LT-TA
Other Overhaads
BOFCL
Incraased cutreach Conlenl and malanal for marketing |Undemstanding Lhe modifiad product BOFCL
through affective fealuras
markeling Pmomotional ioots
development
Tratnlng 3,264 3,003 5,287 2,264 5,348 7,812
Indicators| Markelng Slrategy document Designing slralegy for 1ts launch, pilol and |BDFCL LT-TA
deveioped and implemented scalng u Other Overheads




Professional Foes

Ri of I I G for
Setting up of Projeci Management  {firsl six months and a kncal consultant for LT-TA feea
|Project Management  [Unkt following 3.5 yrs Overheads 144,789) 50,872 204,081 132200) 26,823) 159,023
Compulers and retaled

Project deljvery and reporing mechanisms penpherals
developad and unplemeanted
Ensuring Successhul Project
tmplemeantation with Deliverables achleved

Grand Total 201,877] 402,323| 774,200| 106,062| 263,073] 460,635

* The Work plan may chnage further Based on project commencement and after looking at the present operalional slalus



