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Introduction

Syndication loans represent a substantial portion of the commercial and industrial loan portfolios of large banks. A syndicated loan involves two or more banks contracting with a borrower, typically a large or middle market corporation, to provide funds at specified terms under the same credit facility. 

The average commercial syndicated credit is in excess of TK100 million. Syndicated credits differ from participation loans in that lenders in syndication participate jointly in the origination process, as opposed to one originator selling undivided participation interests to third parties. In a syndicated deal, each financial institution receives a pro rata share of the income based on the level of participation in the credit. 

Additionally, one or more lenders take on the role of lead or "agent" (co-agents in the case of more than one) of the credit and assume responsibility of administering the loan for the other lenders. 
Syndication deals have been increasingly growing in last few years because of risk diversification. Instead of investing huge money in one industry, financial institutions are now focusing on financing small amount of money in different industries. Besides, due to many participating lenders, control and monitoring over credit and client gives the lenders additional satisfaction. Thus, banks mitigate risks through syndication

1.1 Origin of the Report

The Institute of Business Administration, University of Dhaka requires each MBA student to undergo an internship under a reputed organization. At the end of which the MBA student has to submit a complete internship report in a reputed firm for hands on experience about the professional works. This 3-4 month long internship is considered as a 3-credit course. This project paper is guided and examined by the course teacher and also a supervisor from the assigned organization. For the project paper a student is awarded grade which gets featured in his/her result sheet. This opportunity to do the report provides the students with a window to the professional world related to his/her field of study. It also gives the students invaluable work experience, which they later use in the pursuit of careers or higher studies in their field of specialization. 

The program is a practical exposure of theoretically gained knowledge and can be considered as a preliminary trial to be acquainted with any organization and to make oneself confident enough to enter into service life and start building career. As the outside world is very much competitive for anyone after graduation, the program provides such an opportunity to build up the capability with most appropriate opportunities.
Eastern Bank Limited is one of the most prominent banks in Bangladesh. It is well known for its organizational reputation, expertise, professionalism. Eastern Bank’s corporate division is well known for the way they do business, handle clients and maintain diversified portfolio. Structured Finance Unit – being a special wing of Corporate Banking Division is responsible for arranging syndicated funds. Today, SFU is one of the top players in syndication market. Working in this unit has proved to be a learning experience. This research report is based on the learning in this unit while doing internship.
1.2 Objective

For the purpose of this report, a client is assumed to whom funds can be provided though syndication. Then with the available products in EBL Structured Finance Unit, few mixes are selected to test on the model. The main objectives are – 
· To find out the possible financing solution for a client

· To find out the best possible mix for the client

· To analyze income behavior of the bank in connection to cash out flow behavior of the client.

1.3 Methodology
The final research report will be a mix of library research, internet research, interviews, observations etc. For the research we hope to get all the guidance from our course teacher.

 In general, Methodology is the systematic description of sequence of activities required to manage a project. Extensive web research will be conducted to gather as much secondary data as possible. In this report, both the descriptive and exploratory method will be used. In depth interview along with historical data from different archive will be used to write the report. 

The primary source of the data will be the model that had been developed exclusively for this research report. Different input will be given to obtain different results. These results will be analyzed and understanding will be provided within the report.
Majority of secondary data will be collected from in-house report, official memo and the websites. Annual Report and the Internal Website for employees may come handy while preparing the company overview.

1.4 Scope of the report

· The model that had been used in this research is based on many assumptions. Many of these assumptions will change - the effect of which has not been incorporated here. 

· For example, the interest rates have been assumed to be fixed throughout the tenor. With the changing of Government Treasury Bill rate, rates will change – those effects are not incorporated here.
· Exchange rates have been assumed randomly. Any future projection based on current and historical data has not been done.

· There can be numerous Product Mix based on client’s criteria. But for research purpose, only 4 Product Mix are analyzed.

2.0 The Organization

The emergence of Eastern Bank Limited in the private sector is an important event in the banking industry of Bangladesh. Eastern Bank Limited started its business as a public limited company on August 8, 1992 with the primary objectives to carry on all kinds of banking business in and outside of Bangladesh and also with a view to safeguard the interest of the depositors of Erstwhile BCCI (Bank of Credit and Commerce International [Overseas]) under the Reconstruction Scheme, 1992, framed by Bangladesh Bank. 

In 1991, when BCCI had collapsed internationally, the operation of this bank had been closed Bangladesh. After a long discussion with the BCCI employees and taking into consideration the depositors’ interest, Bangladesh Bank then gave permission to form a bank named Eastern Bank Limited which would take over all the assets, cash and liabilities of erstwhile BCCI in Bangladesh, with effect from 16th August 1992. So, it can be said that EBL is a successor of BCCI. 

Eastern Bank Limited (EBL) is a second generation commercial bank with 34 online branches across major cities in Bangladesh and 790 full time employees as of now. It offers full range of commercial banking products and services to the corporate, mid-market and retail segment. Under the corporate banking segments the Bank has comprehensive range of financial products including corporate deposit accounts, syndicated financing, export-import financing, working capital and other finance, bonds and guarantees, investment and business counseling, infrastructure finance, cash management services etc. With urban banking focus, the Bank is offering various alternative delivery channels like ATMs, Bills Pay Machines, Kiosks, and Internet Banking etc. The bank has set up a brand image attributable in part to its policy of continuous customer service excellence, innovative products and services and maximum technology utilization. Unlike conventional branch banking, credit proposals as well as business operations are processed centrally at EBL. Besides Main Operation, EBL has an Offshore Banking Unit (OBU) set up in 2004 which gives loans and takes deposits only in freely convertible foreign currency to and from non resident person/institutions, fully foreign owned EPZ companies etc.

2.1 Mission Statements
For every successful organization today, mission statement is very important. To some it may sound just some words – but these words express what an organization is, the very meaning of its being. Focusing on these statements strengthen the organizational structure, values and beliefs. EBL has the following mission statements – 

· We will deliver service excellence to all our customers, both internal and external.  

· We will constantly challenge our systems, procedures and training to maintain a cohesive and professional team in order to achieve service excellence.  

· We will create an enabling environment and embrace a team based culture where people will excel. We will ensure to maximize shareholder's value.  

2.2 EBL’S Vision

To become the bank of choice by transforming the way we do business and developing a truly unique financial institution that delivers superior growth and financial performance and be the most recognizable brand in the financial services in Bangladesh.
2.3 EBL’s Values

Every organization has some values, the norms, level of ethics and morality – all are driven by these values. These values define the restraints, the level of interaction between employees and customers etc. EBL values the following – 

	Service Excellence
	:
	· We passionately drive customer delight.

· We use customer satisfaction to accelerate growth.

· We believe in change to bring in timely solutions.

	Openness
	:
	· We share the business plan.

· We encourage two way communications.

· We recognize achievements, celebrate results.

	Trust
	:
	· We care for each other.

· We share learning/knowledge.

· We empower our people.

	Commitment
	:
	· We know our road map.

· We believe in 'continuous improvement'.

· We do not wait to be told.

	Integrity
	:
	· We say what we believe in.

· We respect every relationship.

· We do not abuse information power.

	Responsible

Corporate citizen
	:
	· We are tax-abiding citizen.

· We promote protection of the environment for our children.

· We conform to all laws, rules, norms, sentiments and values of the land.


2.4 Analysis of Vision and Mission Statements
EBL dreams to become the bank of choice of the general public which includes both the consumer and the corporate clients. They want to build such an image that whenever people will think of a bank, they will think of Eastern Bank.

In order to build up such an image, EBL is targeting the young generation in particular because research has shown that people usually have a soft corner for the first bank of their lives and tend to stick to it if they are satisfied with its service. With this plan in mind, EBL is trying to project itself as a vibrant and dynamic organization by introducing state-of-the-art banking technology which will make banking easier and hassle-free to the young generation.

It has adopted the tag line “Simple math, the philosophy of easy banking” and also adopted a new logo in 2005 which looks very dynamic in its attractive colors. 

· The Blue - a blue sky full of possibilities

· The Yellow - a yellow rising sun of hope

· The Green - the vibrant green of mother earth

These colors of the logo reflect all the changes that are taking place in EBL. They define how EBL looks into the future and where it sees itself.

In order to achieve superior growth & financial performance for its shareholders, EBL is radically transforming the way it does business. In 2002, EBL adopted a new IT infrastructure called the Flexcube and managed to integrate all the branches and functional departments into a computerized system. It enabled EBL to become ONLINE, meaning any transaction and operation can be done from any branches anywhere in Bangladesh – all information will be updated real-time in the central server. Thus customers are having a greater flexibility with their interaction with the bank. Apart from it, EBL is constantly inventing new products for the customers and according to the market demand.

EBL’s Mission statements focus on the following themes – 

· Service Excellence

· A Professional Team through Constant Learning Process

· Team Based Culture

2.4.1 Service excellence
It answers the questions hidden in the vision of EBL. EBL’s vision says – “We want to become the Bank of Choice” – Bank of choice, for whom? It automatically answers – customers. Therefore this vision states that, EBL wants to grow as a customer focused company. How EBL will achieve that is answered in the mission statements – Service Excellence. It means, treating the customer right way, in every way a customer can be entertained and have a memorable experience through his / her time in EBL. For ensuring this service excellence, EBL has established the idea of GAP [Graceful Appropriate Pleasing]. GAP has four pillars – 

· Premises

· People

· Customer Interaction

· Documentary Communication

Each pillar explains how the customer can be served in a better way. Premises defines the way the bank premises should be, so that a customer feels good just to be inside. People defines how each employee should be dressed, talk, walk and even look inside the bank. Customer Interaction defines how in every way, customers can be served so that they have a pleasing experience in the Bank. 

2.4.2 Professional Team with Constant Learning Process

To be the Bank of Choice EBL must have that manpower, the professionals who will take EBL to that height. It is believed in EBL that PEOPLE is the main resource of any organization, technology and money cannot be of any use without proper persons to run them in proper way. For this reason, EBL constantly gives training to its employees. Trainings are conducted both in abroad and in our country. These trainings teach them to meet different customers, enhance their ability to think beyond, motivate them to go the Extra Mile and imprint the professional expertise in them to do their job more efficiently. 

2.4.3 Team Based Culture

EBL believes that, to become unique and a Brand Name, EBL has to have a working environment that motivates the employees to comply with the mission statements. EBL believes team work can always take a person in a higher place than his individual performance. In EBL, employees are not concerned with their own goals and targets – rather they work in a team and are concerned to fulfill team targets, finish team works. This always enables them to achieve much more than single contributions ever could. 

Team based culture is not only limited to working in a team. The environment is very friendly. Employees feel like home. It is many times called EBL FAMILY and employees are called the Members of this family. It is only possible because every employee tries to have a good relation with others and maintain a healthy friendly culture inside. This also helps the Learning Process as any employee can learn from another employee, regardless of ranks or departments. Everyone is open to changes, knowledge and challenges.

2.5 EBL and Its Departments

After 2004, EBL has transformed gone through process re-engineering. The earlier “Branch Banking” system has changed into a centralized system. Instead of doing the same job in many different places, these jobs have been centralized into concerned departments. For example in traditional banking, every branch has different account opening system, different books for day to day transactions, each branch deals with corporate clients, each branch has credit department and so on. In EBL, this scenario changed after 2004. For instance, Branches only give account opening entries to server while the whole processing of account opening is done from Central Head Office. Similarly, Corporate Banking Division has different existence to co-ordinate all corporate clients. These individual departments are specialized in respective jobs. A link between the jobs and these departments co-ordinate these workflow into a complete solution for the clients.

2.5.1 Consumer Banking Division
The consumer banking activities are being carried out through the 34 branches of Eastern Bank Limited operating countrywide. Previously these branches used to conduct all kind of business activities, including processing credit issue, conducting trade service, consumer service etc. But after the restructuring process, all these branches are now mainly focusing only on delivering service to individual and corporate customers and are therefore termed as “Sales & Services Centers”.  This helps EBL to put more focus on customer service since the operation activities are done in back office. The persons sitting in “Sales & Services Centers” are specialized in dealing with customers and handling front office business. The main activities in a Branch are – 

· Cash Transactions in Teller Unit

· Customer Support – Account Opening, Credit / Debit Card Facilities, Moneygram, FDR, Fund Transfer, DPS etc
· Loan Facilities through Relationship Unit

All transactions in Teller Unit are directly sent to the central server. As a result, the previous concept of accounts being related to certain branch does not hold true anymore. In EBL, any account opened from any EBL branch can operate in every EBL branch.
In customer support unit, Account Opening forms are filled up and an initial entry into the server is given. Later, the form is sent to head office and rest of the formalities is completed there.

Relationship Units are mainly concerned about finding prospective consumer and provide loan facility. These loans are mainly personal loan – car loan, home loan, any purpose loan etc. Like before, relationship units are concerned only about maintaining relation with clients. Once a client is booked, this unit gives the input into the system and a central consumer credit department does all the processing of these loans. 
2.5.2 Service Delivery

Service Delivery is very closely connected to Branch Banking. The earlier common activities in different branches have been centralized into this department. This department is responsible for collecting all the cheques from all the branches and then process them for inter-bank clearing. All account opening forms are collected here and processed centrally. These forms are then checked extensively for verification. When all verifications come out to be alright, photos and signatures are uploaded and account instructions are written. This department is also responsible for preparing cheque books for all the accounts and then delivering them to concerned branches. 
2.5.3 SME Banking Division

SMEs are indispensable partners in national economy and social development. Their major contribution is towards creation of new enterprise, employment generation and poverty alleviation. Accordingly, EBL has given special focus on SME- Banking since its launch in June, 2006. Year 2007 was the year of spiraling the entire SME Banking Business Unit like Process, Policy, Product development, Capacity planning and ultimately triggering the focus on the growth of the business taking all the risk factors into consideration. SME being one of the high priority sectors, remained buoyant in terms of loan and deposit. Adding new products considering clients’ needs and by establishing different SME Centers across the strategic locations of the country in 2008 and 2009, EBL SME is well on track in achieving desired growth.  

Currently, EBL has taken the following strategic movement towards SME banking – 

· Preparing to deploy Electronic Loan Processing System to make loan processing easier and faster.

· An array of innovative products is going to be launched to accommodate the SME Customers' financial needs with least possible paper requirement from customers.

· Ease of payment method, expansion of distribution channel to give better access to the business community

· Conducting national seminar to grow awareness to the society on the prospect of this segment.

2.5.4 Human Resources Division

The employees are Eastern Bank’s most valuable resource. Having competent and professional employees is becoming increasingly important in today’s competitive world, and EBL has a significant competitive advantage in this respect. Many of its employees have worked here since the BCCI area and therefore have vast experience in their respective fields.  Also the new employees are recruited with sound academic background and given proper training after recruitment to groom up for their responsibilities.

The Mission of HR Division is - 

To Make EBL the Employer of Choice.

EBL plans to inculcate a high performance culture where the employees will work with fun and pride 

2.5.5 Audit and Compliance Division

The main function of this division is to provide legal assistance to the branches and to ensure strict adherence of rules and policies by all concerned officials of the bank through routine and surprise inspection and audit. 

2.5.6 Finance and Accounts Division

Finance and Accounts division is a very important division for any Bank, because its task is to – 

· Maintain daily liquidity positions, treasury bills, call money, debentures, placement of funds etc.

· Monthly-accrued interest calculation of all interests bearing accounts, inter-branch calculation for Head Office, amortization of all fixed and other assets.

· Preparation of statement of accounts and profit and loss account for the bank.

· Weekly deposit and advance analysis of the bank.

· Cost of fund analysis.

· Maintenance of accounts, preparation of annual report of the bank, maintenance of provident fund accounts, maintenance of income and expenditure posting, maintenance of salaries and wages of the employees etc.

· Fulfilling reporting requirements of Bangladesh Bank.

2.5.7 Information Technology Division

Previously, Eastern Bank had a very low level of automation. There were hardly any PC in the whole Bank before 2001. But when the new management took over in 2001, they gave huge emphasis on computerizing the bank’s operations. After 2 years, almost all the operations in the bank are now automated. The Bank is also shifting to a new IT platform, which aims at maintaining, operating and strengthening the technology base of the bank to enable error free production of information that ensures ongoing efficiency and profitability of operation. A world class banking software called FlexCube has been installed which will centralize operations and provide Online Banking, Internet Banking, Automated Teller Machine, Telephone Banking, Point of sale dispenser, Credit Card facility etc. 

As for new movement, EBL is moving into a new system called UBS (Universal Banking System) to further automate all its processes and operations. UBS contains better flexibility and usability than FlexCube. Due to continuous increase in competition and market expansion, EBL has taken this initiative, proving once again that EBL is transforming the way they do business.

2.5.8 Administration Division

This department looks after the administrative matters and procurement and supply of all tangible goods to the branches. Some of the main functions of this division are described as follows:

· Make arrangement for branch opening such as making lease agreement, internal decorations etc.

· Print all security papers and bank stationery.

· Purchase necessary stationery items.

· Distribute this stationery to the branches.

· Purchase all sorts of furniture and fixtures for the branches.

· Install and maintain different facilities for the branches etc.

· Issuance of power of attorney to the officers of the branches.

· Issuance of different circulars of Bangladesh Bank and other banks.

· General correspondence with Bangladesh Bank and other banks.

Advertise in the different media about tender notice, general meetings and public interests.
2.5.9 International Division

International Division is responsible for assisting the authorized branches to deal in foreign trades, that is, import and export businesses on account of the customers of the bank by giving approval for transactions and controlling them at various stages.

It deals with all correspondents of foreign banks having arrangement with the bank. Every year new agents are added. The larger the number of correspondents and the wider the coverage area, the richer will be the international connections of the bank. 

The functions performed by this division are as follows:

· Correspondent banking relationship

· Supervision of foreign exchange transaction of other units

· Monitoring on compliance of Bangladesh Bank regulations

· Supervise sale / purchase of foreign currencies

· Reconciliation of Nostro Accounts

2.5.10 Consumer Finance Center
This department is responsible for processing all the consumer loans – the loan applications that are sent from different branches are centrally processed here. From individual loans like car loan, home loan, personal loan to credit cards – every application is processed. The financials, client’s strength and conditions are judged. Considering all these, the applications is either approved or declined. The result is communicated to the applicant through branches where the initial relation was established.  If the application is approved, this department then disburses the loan amount in the client’s bank account with EBL. The client can then, withdraw that money from any branch of EBL.

2.5.11 Credit Risk Management

Like Consumer Finance Center, this department is too, responsible for analyzing credit worthiness of a client. But unlike CFC, this department processes the applications for SME and Corporate Clients. The primary objective of this division is to evaluate the credit worthiness and debt payment capability of present loan customers and loan applicants. Applications from SME Centers or Corporate Relationship Units are sent to this department for extensive checking of clients’ capability. These applications include – new loan, export / import loan (L/C), revolving loan, overdraft, limit enhancement or limit reduction etc. 

The Credit Risk Management Department is assisted by the Credit Administration Department, which is mainly concerned with the post-approval functions of the division. Credit Administration is involved in basically 2 broad functions:

· Loan Monitoring

· Documentation

2.5.12 Corporate Banking Division

Corporate Banking Division came into existence because of the restructuring of EBL’s business processes. Previously all the loan disbursement and monitoring activities were carried out by the officers of individual branches, which resulted in poor management and control of the process. To check this trend, EBL decided to centralize its loan disbursement and monitoring activities in line with the model followed by the foreign banks in the country. As such, EBL was the first private commercial bank in the country to have a separate Corporate Banking Division which started operation on 10th January of 2002. This division is responsible for bringing in profitable new corporate clients and retaining present clients by meeting their various needs. Corporate Banking delivers banking services like products, credit facilities, tailored financial solution to the specific needs of clients, resolves credit issues, and develops the relationship between the clients and the bank. At present, corporate Banking Division is the main revenue earner of EBL, generating about 70% of the total revenue.

EBL Corporate Banking comprises of 9 Relationship Units (6 in Dhaka and 3 in Chittagong) and four specialized units –

· Project Finance Unit

· Structured Finance Unit

· Cash Management Unit

· Investment Banking Unit

There are four Customer support units under Corporate Banking: three in Dhaka and one in Chittagong

3.0 Structured Finance Unit and Its Operations

Structured Finance Unit is a specialized unit under Corporate Banking Division with the aim to facilitate  Syndication Arrangements, Agency and Trustee services and Pre-investment feasibility Studies.
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Figure 1 : Corporate Banking Structure
Structured Finance Unit has come a long way since it started its journey few years ago with a goal to become The Bank of Choice for product structuring, syndication arrangement, trustee services and agency functions. Over the years, the various roles of SFU, quality of work and professionalism, relationship with both clients and banks have put its name in the leading position in the market among all banks - both local and foreign. SFU is dedicated in excelling its strength by providing quality agency services, structuring different products meeting the needs of the clients and maintaining a high quality relationship with all parties. Today, SFU is not only providing term loan involving local lenders but is diversified in different products and lenders abroad. SFU has active relationship with multilaterals like World Bank, ADB and other foreign alliances. 

Currently SFU has financing facilities and relationship in the following industries – 
· Power Sectors

· Chemical Industries

· Pharmaceutical Industries

· Telecom Industries

· Garments and Knitting Industries

· Steel Mills Industries

· Aviation Industries

3.1 Activities

Structured Finance Unit offers structuring of Syndication Finance, Equity Participations, Bond Issuance, Agency Arrangements and providing package solution to its customers. The activities of this unit includes - 

· Advising and assisting in developing an acceptable financing structure for the client.

· Contacting and involving the Potential Lenders to participate in the facility.

· Preparing Information Memorandum, answer lenders' queries and constantly communicate with various parties to facilitate fund raising.

· Co-ordinating with third party consultants and audit firm, advise and assist Potential Lenders for their approval process as well as structuring, documenting, and closing the financing deal.

3.1.1 Activities as an Arranger
SFU works to arrange the Syndicated Fund for clients. In the initial stage, SFU offers the client various loan products applicable for him. SFU analyzes the nature of business, progress, feasibility and devices a financial structure for the client. When client agrees to the offering, he gives a Mandate to SFU to work as the financial arranger. SFU then prepares detailed Information Memorandum with in-depth analysis of the project, terms and transaction, the client’s business and feasibility. This IM is then circulated to prospective lenders – both banks and non bank financial institutions. FIs, according to their capability may or may not choose to participate in the deal. When the required amount of fund is sanctioned from participating lenders, the documentation process starts
SFU appoints a common legal counsel to prepare the legal agreements and security documents incorporating every detail of the Syndication Deal. These documents are checked and rechecked by all the parties – the client and all the participating lenders. When the document is perfected, it is then printed in the Legal Form and signed by all the parties – the client and all the lenders. From this moment, the deal is said to be “Closed” and the client is ready to receive the fund.
3.1.2 Activities as an Agent
Once the deal is closed, the activities of SFU start as the Agent. The Arranger’s activities were upto the closing of the deal. Whereas the activities of the Agent are for the rest of the period loan period. The Agent is responsible for –
· Proper disbursement of the Fund

· Communicating with the lenders and client regarding various issues

· Working as a Via for the communication between client and lenders

· Collecting payments from client and distributing to the lenders

· Processing any request of the client regarding the deal etc

3.2 Syndication Products

The success of EBL as a Syndication Arranger lies in its ability to provide cheaper fund to the client as par their needs. SFU team continuously looks for different sources of fund to match with clients’ requirements, to serve their purpose and to give them better and efficient services. SFU maintains liaison with different institutions and investors. It helps the unit to explore new ways to collect cheaper funds easily – to provide cheap funds to clients meeting their demands. All of these funds have special conditions, limitations and pre-requisitions. Understanding the client’s business and suggesting a suitable product is a major part from SFU.
3.2.1 BDT Term Loan
BDT Term Loan is the most general category of financing. This is the most widely used financing solution for most of the approaching clients. The Characteristics of this term loan are – 
· Does not need to meet any special criteria from any other organization, just general set of rules set by Bangladesh Bank.

· The Financial Institutions are solely responsible for setting the Interest Rate and analyzing the credit worthiness of the client. Whether the funding will be feasible or not depends upon their own judgments. A client may not get fund from one Bank but the same client for the same project / purpose may get fund from another Bank.

· The banks / financial institutions use their own source of fund for lending. Since these funds are acquired at a high rate, the fund is disbursed to the client at a high rate. Earlier clients availing term loan had to pay interest rate as much as 16%. Due to Bangladesh Bank’s Circular regarding putting a ceiling on the rate, now the rate is 13% - which is still high enough.

· Single Borrower Exposure Limit puts a ceiling onto how much a Bank can lend to a single client. Normally, 15% of Bank’s Capital can be disbursed as funded facility. For example, if the capital of a Bank is BDT 10,000 Million, it can provide up to BDT 1,500 Million funded facility to one single client.
· 1% Provision is needed to be kept on the outstanding loan amount in the Bank’s yearly financials. 
· Usually, the tenor is not long enough (less than 10 years, usually 7 years).
3.2.2 IPFF

IPFF stands for “Investment Promotion and Financing Facility”. It is a World Bank Fund to promote Infrastructure Build-ups. In 2007, this 5 year term IPFF endowed with USD 50 million was set up in Bangladesh Bank by World Bank to finance government approved PPP based infrastructure development projects to be implemented by the private sector. This is a much cheaper source of fund, available to be financed to specified sectors, meeting specified criteria. 
PPP Stands for “Public Private Partnership”. Usually any public construction work or supplies are purchased or obtained from contractors or suppliers following tender and competitive bidding process. These types of purchases are one‐time and the contractors or suppliers are not responsible after the construction time or supplies are over. Under the PPP initiative the government and public pay contracted prices or fees to the private sector for purchasing services of the infrastructure that is financed, built, managed, and maintained by the private sector with the approval and support from the government. The government, the private sector investors, and public can all benefit if private sector can be enticed into infrastructure development under PPP.
The IPFF makes available partial debt financing through private sector financial intermediaries for eligible, government-endorsed infrastructure projects to be developed by the private sector. The developmental goals reflect key priorities, namely accelerating private-sector led growth; supporting an integrated approach to rural development; and strengthening government and building institutions. The project consists of two components, a lending component and a technical assistance component. The former provides long term finance in Taka to qualifying financial intermediaries to lend to eligible, government-sponsored infrastructure projects developed by the private sector. The latter funds technical assistance to include: 
A. Capacity building for Bangladesh Bank to develop its financial infrastructure for oversight over local markets and the sector
B. Promoting private financing for infrastructure;
C. Implementing environmental impact assessments.

After the first Phase of financing of USD 50 million, an additional financing of USD 75 million is on process for the Second Phase of this project.

3.2.2.1 Objectives

The objectives of IPFF are – 

· Increase competition and transparency in infrastructure finance through supporting private sector participation and market-based solutions
· Supplement the resources of the Bangladesh financial markets to provide term finance, particularly in scarce foreign currency, for infrastructure and other investment projects beyond the capacity of local finance institutions

· Promote the role of private sector entrepreneurs in the development of capital projects, especially infrastructure, including those benefiting from donor funding

· Allow transparent allocation of social grant funding so that projects which are economically attractive but not commercially viable would be developed by the private sector

3.2.2.2 Conditions for a Project to Fall in this Category

For a project to be able to avail this facility, it has to fill-up the following conditions
· The entrepreneur is selected by a GoB authority (i.e. a Line Ministry) through international competitive bidding (ICB) procedures of The World Bank (WB). All subsequent procurement will follow applicable rules of said entrepreneur.

· The Procurement Plan, Bidding Documents and Bid Evaluation Report have to be collected and forward to World Bank (with a copy to Bangladesh Bank) for their review and confirmation. 
· Project has to be related to Infrastructure Development. In the year 2009, the following types of projects have approached IPFF - 
· Small Power Plants

· Captive Power Plants

· Inland Container Terminal
· The company must have 51% or more private partnership to be eligible under PPP

3.2.2.3 Conditions to Maintain For Project Disbursement

Once the project fills up the criteria to be eligible to receive the IPFF fund, the following conditions have to be met – 

· Disbursement under the financing facility would require clearance from the Department of the Environment for those industries which are classified as potentially damaging to the environment.

· The fund is disbursed to Participating Financial Institutions (PFIs) through Bangladesh Bank. Onlending to the client is done through these PFIs. The PFIs are bearing 100% risk of debt financing.

· For the total project cost, atleast 30% have to be equity whereas, the debt portion can be of maximum 70%.

· Among the Debt portion, 80% will be financed through IPFF whereas the rest 20% needs to be financed through Financial Institutions in the form of Term Loan.
· Since this fund is for Infrastructure Development, for the repayment to be done from the project, the project has to be established and come into operation first. Since the development will need time, the client is offered a ‘Grace Period’. Tenor of this Grace Period is minimum 3 years and maximum 10 years.
· The project has to be for a longer tenor, usually 10-15 years and can be upto maximum 20 years. 
· The PFIs have to meet certain criteria set by World Bank and Bangladesh Bank. That means, not all Financials Institutions can avail this fund to disburse to their clients. Currently, the following PFIs have signed agreement with Bangladesh Bank and are eligible to receive IPFF fund – 

· National Credit and Commerce Bank Limited

· Jamuna Bank Limited

· Dhaka Bank Limited

· Eastern Bank Limited

· Dutch-Bangla Bank Limited

· Prime Finance & Investment Limited

· United Leasing Company Limited

· IDLC Finance Limited

· Uttara Finance & Investments Limited

· International Leasing & Financial Services Limited

So, for any syndication to avail the IPFF fund, the participating Financials Institutions have to be from of these 10 in the list.
3.2.2.4 Why IPFF
· It provides the PFIs a cheap source of fund. As a result clients can also get fund at a cheaper rate than market. The cost of normal fund for PFIs is high and the client has to pay a high interest rate. But under IPFF, the PFIs are receiving a very cheap source of fund; which can be onlent to the clients at a cheap rate. Under IPFF a client can avail fund at a rate as low as 10%.

· Local investors do not have access to long-term taka loan, typical infrastructure loan tenure is 5-7 years, whereas IPFF provides for 12-15 years.  Projects with belated return benefits from long tenure. 

· The risk is borne totally by PFI, but PFI hedges this risk by obtaining 80% of debt financing through low-interest government rates.

3.2.3 Preference Share

Preference Share is part of the share capital of a company that ranks after secured creditors but before ordinary shareholders in the event of liquidation. Preference rights are defined in the articles of association of the relevant company but may relate to dividend, voting rights, or distribution of surplus assets. 

EBL Structured Finance Unit offers Preference Share as an Equity Product and an alternate financing method. Previously mentioned products were mainly debt products – increasing the amount of debt a client is having. On the other hand, preference share increases the equity portion of the client. For the Financial Institutions, Preference Share is treated as “Investment” and not “Loan”. 
Since this is treated as investment, the “Investors” get tax benefit by investing in preference share. In normal term loan, the Corporate Tax Rate for interest income is 42.5% where in for preference share, it is 20%. As a result, the banks can invest in preference share at a lower rate than Term Loan.
For example, let us assume, the Cost of Capital for a bank is 6%. In a financing, the bank would like to earn a net profit after tax of 4%.

To earn 4% margin in General Term Loan financing [after 42.5% Tax], the bank would have to charge the client 

A margin : 4/(1-0..425) = 6.95%

Total Interest Rate to be Charged : 6% Cost of Capital + 6.95% Margin = 12.95% 

Now, if the bank wants to earn the same net profit by investing in preference share, it would have to charge the client 
A margin : 4/(1-0.2) = 5%

Total Dividend Rate to be Charged = 11%

So, the client is getting fund at much lower rate. The highlights of Preference Share are – 
· Has lesser claim than debt in case of liquidation.

· Not every Financial Institutions would want to invest in preference share because of lesser claim

· Tax Benefit for the Investors

· Can provide fund to client at a lower rate.
· Dividends are paid to lenders periodically and the full amount of principal is paid on maturity. 
3.2.4 USD Term Loan from Foreign Sources

Structured Finance Unit is also maintaining liaison with some foreign investors. These foreign investors provide funding facility in Foreign Currency (USD) at a very cheap rate which is tagged with LIBOR (London Inter Bank Offering Rate).  These financings are in the form if Foreign Direct Investment (FDI). Unlike IPFF, these funds are not disbursed via any PFIs but directly to the client. Like IPFF, these investors also have different set criteria as to where to invest. Among the characteristics, the following are to be mentioned – 
· Provide Fund mainly for Expansion Projects. When a client is expanding his current industry for bigger exposure or extending the line of production – they can be eligible under this criterion.
· Infrastructure type projects, can also be financed if found to be feasible.
· Prefers export based companies with good credit reports or projects that have direct involvement in business with foreign companies – like importing machineries or raw materials etc.

· A Maximum Funding of USD 8 million can be provided to one project. A project needing more funding has to avail the rest of the funding from other sources like general term loan etc.

· Interest Rate is as low as 5%

3.2.5 Loan From Offshore Unit
Offshore Banking Unit (OBU) is a separate business unit of a Bank, governed under the Rules and Guidelines of Bangladesh Bank It may accept deposits from other foreign banks, OBUs and non-resident persons / institutes; may provide loans in foreign currency, but do not accept deposits from (or make loans to) local parties. Not every bank or non bank financial institutions have Offshore Banking Units. This unit mainly helps the export based industries – where the loans are made in foreign currency and the repayment of loans are done in foreign currency. The banks having OBU has separate financials (balance sheet, income statements) for Offshore Unit which is kept completely separate from the normal financials. The characteristics for Offshore Units are – 
· Each Bank has different limit loaded by Bangladesh Bank upto which the bank can provide funding facility to clients.

· The interest rate is tagged with LIBOR (and some margin) and the banks provide a very low interest rate to Bangladesh Bank for the foreign currency loan.

· Banks can Onlend this loan to export based industries. Bangladesh Bank regulates in which industry the financing can be made and where not. 

· Total transaction is in foreign currency – from loan disbursement to repayment.

4.0 The Product Mix : Client Consideration
For product mixing, we have already discussed about the available products that SFU delivers – 
· BDT Term Loan

· USD Term Loan from Foreign Investors

· Preference Share

· IPFF

· USD Term Loan from Offshore Banking Unit

For our analysis purpose, we will be assuming such a company, where major products are available. The following assumptions are made for the company – 
· Small Power Plant Project
· Selected by a Government of Bangladesh authority through international competitive bidding procedures of The World Bank.

· Total Project Cost is BDT 2,000 Million
· Estimated time of project’s completion : November 2012

· Has agreement with Government to sell power for 10 years.

Considering the assumptions, the following products are available – 
· IPFF

· General Term Loan

· Loan from Foreign Offshore Investors (FOI)

4.1 Product Mix : 1
This mix incorporates IPFF and General Term Loan. According to the conditions of IPFF, maximum of 70% would be debt financing while 30% from equity. And among the debt portion, 80% will be financed by IPFF while 20% has to be from General Term Loan financing.

4.1.1 Key Points

Key Points for the mix are - 
· For this syndication deal, interests will be paid when accrued. Interest will be calculated quarterly on the outstanding principal balance. 
· The whole Principal amount will be paid on number of equal installments. Principal payments will also be made quarterly. Principal Payment and Interest Payment will be made individually.
· It is assumed that the fund will be disbursed from January 15, 2010 

· Since the project will be completed at the end of the Year 2012 therefore, it will generate cash for repayment after the project starts its operation. For this reason, the company will be offered a Grace Period for Principal Payment of not more than 3 years. This three years Grace Period is for IPFF portion only. A Grace period means, the company does not have to pay the principal installments for a certain period of time. It is assumed that, the first principal payment for IPFF portion will be made on 15 April 2013
· The Grace Period for General Term Loan principal payment is 1 year. The principal installment for General Term Loan will start from 15 April 2011

· The Grace period for Interest Payment (both IPFF and General Term Loan) is 1 year. Interest Payment for both facilities will start from 15 April 2011. These interest amounts will be calculated on the Outstanding Balances of 15 January 2011.

· Interest Rate for IPFF is 9% and for General Term Loan is 13%
· There will be different fees and expenses associated with closing this deal – Arranger Fees and Agency Fees (Fees of SFU for fund management), Legal Expenses and other miscellaneous expenses attached with this fund arranging.  Fees and other expenses will be assumed accordingly. 
	Table 1 : Summary of Product Mix 1

	 
	IPFF
	General Term Loan

	Amount (in BDT million)
	1,120
	280

	Interest Rate
	9%
	13%

	Disbursement
	15-Jan-10
	15-Jan-10

	Interest Payment Starts
	15-Apr-11
	15-Apr-11

	Principal Payment Starts
	15-Apr-13
	15-Apr-11

	Tenor
	10 Years
	10 Years

	Last Payment to Be Made
	15-Jan-20
	15-Jan-20


4.1.2 Treatment during Grace Period
During the grace period, the interests that will be accrued in every quarter, is not paid. This interest amount will be added to the principal outstanding balance – increasing the total outstanding. For next quarter, interests will be calculated for this increased amount. Thus, during the grace period interests are capitalized with principal. It increases the exposure the PFIs are taking.
For example, if the total BDT 1120 million is disbursed to the client, then during the grace period, the outstanding amount will be increasing in every quarter. Before the interest payment starts, the PFIs are taking an exposure of BDT 1227 Million (Approx). But the exposure can never be greater than the total Facility Amount. Therefore, the exposure can not exceed BDT 1120 Million (For IPFF)
	Table 2 : Treatment During Grace Period

	 
	Loan Amount -
	1,120,000,000
	No of Principal Payments
	28

	 
	Tenor of the Loan ( Years ) - 
	10
	No of Interest Payments
	36

	 
	Number of Period in a Year -
	4
	Total Period
	40

	Interest Payment Starts From End of Period -
	5
	Final Capitalized Amount  
	1,226,949,396

	Principal Payment Starts From End of Period - 
	13
	Total Interest Amount
	636,885,331

	 
	Interest Rate -
	9.00%
	Total Payment Amount
	1,863,834,727

	 
	Disbursement Date -
	15-Jan-10
	Closing Date 
	15-Jan-20

	
	
	
	
	
	

	Date
	Nature
	Interest Accrued  
	Interest Payment
	Total Installment
	Balance

	15-Jan-2010
	1st Disbursement
	
	
	
	1,120,000,000

	15-Apr-2010
	Interest Capitalization
	25,480,000
	0
	0
	1,145,480,000

	15-Jul-2010
	Interest Capitalization
	26,346,040
	0
	0
	1,171,826,040

	15-Oct-2010
	Interest Capitalization
	27,244,955
	0
	0
	1,199,070,995

	15-Jan-2011
	Interest Capitalization
	27,878,401
	0
	0
	1,226,949,396

	15-Apr-2011
	Interest Payment
	27,913,099
	0
	27,913,099
	1,226,949,396


	Table 3 : Treatment During Grace Period

	 
	Loan Amount -
	1,022,000,000
	No of Principal Payments
	28

	 
	Tenor of the Loan ( Years ) - 
	10
	No of Interest Payments
	36

	 
	Number of Period in a Year -
	4
	Total Period
	40

	Interest Payment Starts From End of Period -
	5
	Final Capitalized Amount  
	1,119,591,324

	Principal Payment Starts From End of Period - 
	13
	Total Interest Amount
	581,157,864

	 
	Interest Rate -
	9.00%
	Total Payment Amount
	1,700,749,188

	 
	Disbursement Date -
	15-Jan-10
	Closing Date 
	15-Jan-20

	
	
	
	
	
	

	Date
	Nature
	Interest Accrued  
	Interest Payment
	Total Installment
	Balance

	15-Jan-2010
	1st Disbursement
	
	
	
	1,022,000,000

	15-Apr-2010
	Interest Capitalization
	23,250,500
	0
	0
	1,045,250,500

	15-Jul-2010
	Interest Capitalization
	24,040,762
	0
	0
	1,069,291,262

	15-Oct-2010
	Interest Capitalization
	24,861,022
	0
	0
	1,094,152,283

	15-Jan-2011
	Interest Capitalization
	25,439,041
	0
	0
	1,119,591,324

	15-Apr-2011
	Interest Payment
	25,470,703
	0
	25,470,703
	1,119,591,324


In this case, it can be seen that, with a fund disbursement of BDT 1022 million, the final capitalized amount is approx. BDT 1120 million. That means, in case of Grace Periods, the client is getting less cash disbursement than the total financing amount. The cash disbursement amount is calculated in such a way so that the final capitalized amount does not exceed the total facility amount ( or the facility amount of individual facilities).
4.1.3 Analysis of Cash Flow
Since the Mix has two components, IPFF and General Term Loan, the repayment schedule for both the component needs to be calculated for calculating periodical cash flow for the company.
	Table 4 : Repayment Schedule - IPFF - 10 Years

	 
	Loan Amount -
	1,022,000,000
	No of Principal Payments
	28

	 
	Tenor of the Loan ( Years ) - 
	10
	No of Interest Payments
	36

	 
	Number of Period in a Year -
	4
	Total Period
	40

	Interest Payment Starts From End of Period -
	5
	Final Capitalized Amount  
	1,119,591,324

	Principal Payment Starts From End of Period - 
	13
	Total Interest Amount
	581,157,864

	 
	Interest Rate -
	9.00%
	Total Payment Amount
	1,700,749,188

	 
	Disbursement Date -
	15-Jan-10
	Closing Date 
	15-Jan-20

	
	
	
	
	
	

	Date
	Nature
	Interest Accrued  
	Principal Payment
	Total Installment
	Balance

	15-Jan-2010
	1st Disbursement
	
	
	
	1,022,000,000

	15-Apr-2010
	Interest Capitalization
	23,250,500
	0
	0
	1,045,250,500

	15-Jul-2010
	Interest Capitalization
	24,040,762
	0
	0
	1,069,291,262

	15-Oct-2010
	Interest Capitalization
	24,861,022
	0
	0
	1,094,152,283

	15-Jan-2011
	Interest Capitalization
	25,439,041
	0
	0
	1,119,591,324

	15-Apr-2011
	Interest Payment
	25,470,703
	0
	25,470,703
	1,119,591,324

	15-Jul-2011
	Interest Payment
	25,750,600
	0
	25,750,600
	1,119,591,324

	15-Oct-2011
	Interest Payment
	26,030,498
	0
	26,030,498
	1,119,591,324

	15-Jan-2012
	Interest Payment
	26,030,498
	0
	26,030,498
	1,119,591,324

	15-Apr-2012
	Interest Payment
	25,750,600
	0
	25,750,600
	1,119,591,324

	15-Jul-2012
	Interest Payment
	25,750,600
	0
	25,750,600
	1,119,591,324

	15-Oct-2012
	Interest Payment
	26,030,498
	0
	26,030,498
	1,119,591,324

	15-Jan-2013
	Interest Payment
	26,030,498
	0
	26,030,498
	1,119,591,324

	15-Apr-2013
	Interest Payment + Principal Payment No : 1
	25,470,703
	39,985,404
	65,456,107
	1,079,605,919

	15-Jul-2013
	Interest Payment + Principal Payment No : 2
	24,830,936
	39,985,404
	64,816,341
	1,039,620,515

	15-Oct-2013
	Interest Payment + Principal Payment No : 3
	24,171,177
	39,985,404
	64,156,581
	999,635,111

	15-Jan-2014
	Interest Payment + Principal Payment No : 4
	23,241,516
	39,985,404
	63,226,921
	959,649,706

	15-Apr-2014
	Interest Payment + Principal Payment No : 5
	21,832,031
	39,985,404
	61,817,435
	919,664,302

	15-Jul-2014
	Interest Payment + Principal Payment No : 6
	21,152,279
	39,985,404
	61,137,683
	879,678,897

	15-Oct-2014
	Interest Payment + Principal Payment No : 7
	20,452,534
	39,985,404
	60,437,939
	839,693,493

	15-Jan-2015
	Interest Payment + Principal Payment No : 8
	19,522,874
	39,985,404
	59,508,278
	799,708,089

	15-Apr-2015
	Interest Payment + Principal Payment No : 9
	18,193,359
	39,985,404
	58,178,763
	759,722,684

	15-Jul-2015
	Interest Payment + Principal Payment No : 10
	17,473,622
	39,985,404
	57,459,026
	719,737,280

	15-Oct-2015
	Interest Payment + Principal Payment No : 11
	16,733,892
	39,985,404
	56,719,296
	679,751,875

	15-Jan-2016
	Interest Payment + Principal Payment No : 12
	15,804,231
	39,985,404
	55,789,636
	639,766,471

	15-Apr-2016
	Interest Payment + Principal Payment No : 13
	14,714,629
	39,985,404
	54,700,033
	599,781,066

	15-Jul-2016
	Interest Payment + Principal Payment No : 14
	13,794,965
	39,985,404
	53,780,369
	559,795,662

	15-Oct-2016
	Interest Payment + Principal Payment No : 15
	13,015,249
	39,985,404
	53,000,654
	519,810,258

	15-Jan-2017
	Interest Payment + Principal Payment No : 16
	12,085,588
	39,985,404
	52,070,993
	479,824,853

	15-Apr-2017
	Interest Payment + Principal Payment No : 17
	10,916,015
	39,985,404
	50,901,420
	439,839,449

	15-Jul-2017
	Interest Payment + Principal Payment No : 18
	10,116,307
	39,985,404
	50,101,712
	399,854,044

	15-Oct-2017
	Interest Payment + Principal Payment No : 19
	9,296,607
	39,985,404
	49,282,011
	359,868,640

	15-Jan-2018
	Interest Payment + Principal Payment No : 20
	8,366,946
	39,985,404
	48,352,350
	319,883,235

	15-Apr-2018
	Interest Payment + Principal Payment No : 21
	7,277,344
	39,985,404
	47,262,748
	279,897,831

	15-Jul-2018
	Interest Payment + Principal Payment No : 22
	6,437,650
	39,985,404
	46,423,055
	239,912,427

	15-Oct-2018
	Interest Payment + Principal Payment No : 23
	5,577,964
	39,985,404
	45,563,368
	199,927,022

	15-Jan-2019
	Interest Payment + Principal Payment No : 24
	4,648,303
	39,985,404
	44,633,708
	159,941,618

	15-Apr-2019
	Interest Payment + Principal Payment No : 25
	3,638,672
	39,985,404
	43,624,076
	119,956,213

	15-Jul-2019
	Interest Payment + Principal Payment No : 26
	2,758,993
	39,985,404
	42,744,397
	79,970,809

	15-Oct-2019
	Interest Payment + Principal Payment No : 27
	1,859,321
	39,985,404
	41,844,726
	39,985,404

	15-Jan-2020
	Interest Payment + Principal Payment No : 28
	929,661
	39,985,404
	40,915,065
	0


	Table 5 : Repayment Schedule - Term Loan - 10 Years

	 
	Loan Amount -
	245,000,000
	No of Principal Payments
	36

	 
	Tenor of the Loan ( Years ) - 
	10
	No of Interest Payments
	36

	 
	Number of Period in a Year -
	4
	Total Period
	40

	Interest Payment Starts From -
	15 Apr 2011
	Final Capitalized Amount  
	279,314,025

	Principal Payment Starts From - 
	15 Apr 2011
	Total Interest Amount
	172,182,226

	 
	Interest Rate -
	13.00%
	Total Payment Amount
	451,496,251

	 
	Disbursement Date -
	15-Jan-10
	Closing Date 
	15-Jan-20

	
	
	
	
	
	

	Date
	Nature
	Interest Accrued  
	Principal Payment
	Total Installment
	Balance

	15-Jan-2010
	1st Disbursement
	
	
	
	245,000,000

	15-Apr-2010
	Interest Capitalization
	8,050,972
	0
	0
	253,050,972

	15-Jul-2010
	Interest Capitalization
	8,406,916
	0
	0
	261,457,888

	15-Oct-2010
	Interest Capitalization
	8,780,627
	0
	0
	270,238,515

	15-Jan-2011
	Interest Capitalization
	9,075,510
	0
	0
	279,314,025

	15-Apr-2011
	Interest Payment + Principal Payment No : 1
	9,178,569
	7,758,723
	16,937,292
	271,555,302

	15-Jul-2011
	Interest Payment + Principal Payment No : 2
	9,021,671
	7,758,723
	16,780,394
	263,796,580

	15-Oct-2011
	Interest Payment + Principal Payment No : 3
	8,859,168
	7,758,723
	16,617,891
	256,037,857

	15-Jan-2012
	Interest Payment + Principal Payment No : 4
	8,598,605
	7,758,723
	16,357,328
	248,279,134

	15-Apr-2012
	Interest Payment + Principal Payment No : 5
	8,248,385
	7,758,723
	16,007,107
	240,520,411

	15-Jul-2012
	Interest Payment + Principal Payment No : 6
	7,990,623
	7,758,723
	15,749,345
	232,761,688

	15-Oct-2012
	Interest Payment + Principal Payment No : 7
	7,816,913
	7,758,723
	15,575,636
	225,002,965

	15-Jan-2013
	Interest Payment + Principal Payment No : 8
	7,556,350
	7,758,723
	15,315,072
	217,244,242

	15-Apr-2013
	Interest Payment + Principal Payment No : 9
	7,138,887
	7,758,723
	14,897,610
	209,485,519

	15-Jul-2013
	Interest Payment + Principal Payment No : 10
	6,959,574
	7,758,723
	14,718,297
	201,726,796

	15-Oct-2013
	Interest Payment + Principal Payment No : 11
	6,774,658
	7,758,723
	14,533,381
	193,968,073

	15-Jan-2014
	Interest Payment + Principal Payment No : 12
	6,514,094
	7,758,723
	14,272,817
	186,209,350

	15-Apr-2014
	Interest Payment + Principal Payment No : 13
	6,119,046
	7,758,723
	13,877,769
	178,450,627

	15-Jul-2014
	Interest Payment + Principal Payment No : 14
	5,928,526
	7,758,723
	13,687,249
	170,691,904

	15-Oct-2014
	Interest Payment + Principal Payment No : 15
	5,732,403
	7,758,723
	13,491,126
	162,933,181

	15-Jan-2015
	Interest Payment + Principal Payment No : 16
	5,471,839
	7,758,723
	13,230,562
	155,174,459

	15-Apr-2015
	Interest Payment + Principal Payment No : 17
	5,099,205
	7,758,723
	12,857,928
	147,415,736

	15-Jul-2015
	Interest Payment + Principal Payment No : 18
	4,897,478
	7,758,723
	12,656,201
	139,657,013

	15-Oct-2015
	Interest Payment + Principal Payment No : 19
	4,690,148
	7,758,723
	12,448,871
	131,898,290

	15-Jan-2016
	Interest Payment + Principal Payment No : 20
	4,429,584
	7,758,723
	12,188,307
	124,139,567

	15-Apr-2016
	Interest Payment + Principal Payment No : 21
	4,124,192
	7,758,723
	11,882,915
	116,380,844

	15-Jul-2016
	Interest Payment + Principal Payment No : 22
	3,866,430
	7,758,723
	11,625,153
	108,622,121

	15-Oct-2016
	Interest Payment + Principal Payment No : 23
	3,647,893
	7,758,723
	11,406,616
	100,863,398

	15-Jan-2017
	Interest Payment + Principal Payment No : 24
	3,387,329
	7,758,723
	11,146,052
	93,104,675

	15-Apr-2017
	Interest Payment + Principal Payment No : 25
	3,059,523
	7,758,723
	10,818,246
	85,345,952

	15-Jul-2017
	Interest Payment + Principal Payment No : 26
	2,835,382
	7,758,723
	10,594,105
	77,587,229

	15-Oct-2017
	Interest Payment + Principal Payment No : 27
	2,605,638
	7,758,723
	10,364,361
	69,828,506

	15-Jan-2018
	Interest Payment + Principal Payment No : 28
	2,345,074
	7,758,723
	10,103,797
	62,069,783

	15-Apr-2018
	Interest Payment + Principal Payment No : 29
	2,039,682
	7,758,723
	9,798,405
	54,311,060

	15-Jul-2018
	Interest Payment + Principal Payment No : 30
	1,804,334
	7,758,723
	9,563,057
	46,552,338

	15-Oct-2018
	Interest Payment + Principal Payment No : 31
	1,563,383
	7,758,723
	9,322,106
	38,793,615

	15-Jan-2019
	Interest Payment + Principal Payment No : 32
	1,302,819
	7,758,723
	9,061,542
	31,034,892

	15-Apr-2019
	Interest Payment + Principal Payment No : 33
	1,019,841
	7,758,723
	8,778,564
	23,276,169

	15-Jul-2019
	Interest Payment + Principal Payment No : 34
	773,286
	7,758,723
	8,532,009
	15,517,446

	15-Oct-2019
	Interest Payment + Principal Payment No : 35
	521,128
	7,758,723
	8,279,850
	7,758,723

	15-Jan-2020
	Interest Payment + Principal Payment No : 36
	260,564
	7,758,723
	8,019,287
	0


	Table 6 : Periodical Payments – Combined Cash Outflow of Mix 1

	Dates
	Interest
	Principal
	Total
	Balance

	15-Jan-2010
	0
	0
	0
	1,267,000,000

	15-Apr-2010
	0
	0
	0
	1,298,301,472

	15-Jul-2010
	0
	0
	0
	1,330,749,149

	15-Oct-2010
	0
	0
	0
	1,364,390,799

	15-Jan-2011
	0
	0
	0
	1,398,905,349

	15-Apr-2011
	34,649,272
	7,758,723
	42,407,995
	1,391,146,626

	15-Jul-2011
	34,772,271
	7,758,723
	42,530,994
	1,383,387,903

	15-Oct-2011
	34,889,667
	7,758,723
	42,648,390
	1,375,629,181

	15-Jan-2012
	34,629,103
	7,758,723
	42,387,826
	1,367,870,458

	15-Apr-2012
	33,998,985
	7,758,723
	41,757,708
	1,360,111,735

	15-Jul-2012
	33,741,223
	7,758,723
	41,499,946
	1,352,353,012

	15-Oct-2012
	33,847,412
	7,758,723
	41,606,135
	1,344,594,289

	15-Jan-2013
	33,586,848
	7,758,723
	41,345,571
	1,336,835,566

	15-Apr-2013
	32,609,590
	47,744,127
	80,353,717
	1,289,091,439

	15-Jul-2013
	31,790,511
	47,744,127
	79,534,638
	1,241,347,311

	15-Oct-2013
	30,945,835
	47,744,127
	78,689,963
	1,193,603,184

	15-Jan-2014
	29,755,611
	47,744,127
	77,499,738
	1,145,859,056

	15-Apr-2014
	27,951,077
	47,744,127
	75,695,204
	1,098,114,929

	15-Jul-2014
	27,080,805
	47,744,127
	74,824,933
	1,050,370,802

	15-Oct-2014
	26,184,937
	47,744,127
	73,929,065
	1,002,626,674

	15-Jan-2015
	24,994,713
	47,744,127
	72,738,840
	954,882,547

	15-Apr-2015
	23,292,564
	47,744,127
	71,036,691
	907,138,420

	15-Jul-2015
	22,371,100
	47,744,127
	70,115,227
	859,394,292

	15-Oct-2015
	21,424,040
	47,744,127
	69,168,167
	811,650,165

	15-Jan-2016
	20,233,815
	47,744,127
	67,977,943
	763,906,038

	15-Apr-2016
	18,838,821
	47,744,127
	66,582,948
	716,161,910

	15-Jul-2016
	17,661,395
	47,744,127
	65,405,522
	668,417,783

	15-Oct-2016
	16,663,142
	47,744,127
	64,407,269
	620,673,656

	15-Jan-2017
	15,472,918
	47,744,127
	63,217,045
	572,929,528

	15-Apr-2017
	13,975,538
	47,744,127
	61,719,666
	525,185,401

	15-Jul-2017
	12,951,690
	47,744,127
	60,695,817
	477,441,274

	15-Oct-2017
	11,902,244
	47,744,127
	59,646,372
	429,697,146

	15-Jan-2018
	10,712,020
	47,744,127
	58,456,147
	381,953,019

	15-Apr-2018
	9,317,026
	47,744,127
	57,061,153
	334,208,891

	15-Jul-2018
	8,241,984
	47,744,127
	55,986,112
	286,464,764

	15-Oct-2018
	7,141,347
	47,744,127
	54,885,474
	238,720,637

	15-Jan-2019
	5,951,122
	47,744,127
	53,695,250
	190,976,509

	15-Apr-2019
	4,658,513
	47,744,127
	52,402,640
	143,232,382

	15-Jul-2019
	3,532,279
	47,744,127
	51,276,406
	95,488,255

	15-Oct-2019
	2,380,449
	47,744,127
	50,124,576
	47,744,127

	15-Jan-2020
	1,190,224
	47,744,127
	48,934,352
	0

	Total
	753,340,090
	1,398,905,349
	2,152,245,439
	35,618,555,678


4.1.4 Summary Cash Outflow of Mix 1

Apart from the interest payments, there are some other fees associated with the deal. For example, SFU charges some arranger fees for raising the fund for the client. Also, since the team will be working with the client for rest of the tenor, there will be an agency fees per year. Besides, for preparing the legal documents and agreements, there will be lawyer fees. Considering all these, the client is paying a total of BDT 2,173,745,439 in 10 years against the cash disbursement of 1,267,000,000. 
	Table 7 : Summary of Cash Outflow of Mix 1

	Arranger Fees
	7,000,000

	Agency Fees
	300,000

	Participation Fees
	14,000,000

	Lawyer Fees
	200,000

	Total Fees
	21,500,000

	Total Payment Throughout the tenor
	2,173,745,439

	Actual Effective Rate
	7.16%
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Figure 2 : Cash Outflow of Mix 1
4.2 Product Mix : 2
In this mix, there will be three products, IPFF, General Term Loan and FOI (Foreign Offshore Investors)
4.2.1 Key Points

This mix is similar to the Mix – 1; where IPFF and General Term Loan were disbursed in January 15, 2010. Grace Period, Interest Payment Mechanism, Dates will remain the same.

In Mix 1, Term Loan and IPFF both had a tenor of 10 years. In this Mix, FOI investment will be added at a later point to take over the IPFF portion only. Since it is already mentioned that, FOI invests upto USD 8 million so, it is needed to calculate from the repayment schedules to find out when the outstanding principal balance is below that amount. 
Considering an approximate exchange rate of BDT 71/$, the approx. BDT amount of USD 8 million is 568,000,000. From the Repayment Schedule of 10 Years IPFF, it can be seen that, the outstanding balance of 15-Jul 2016 is just below that amount. But since fraction of a year cannot be considered, the FOI facility will be take over IPFF on 15-Jan-2017 for an amount of BDT 479,824,853
The General Term Loan schedule will remain unchanged and end on 15-Jan-2020. 

The FOI facility will be for 3 years ending on the same date as the General Term Loan; not extending the actual facility tenor.

Interests and Principal payment will start from 15-April-2017. The payment and calculation mechanism will remain unchanged.

The interest rate for FOI facility is assumed to be 5.2%

There is a Front-End Fee associated with FOI Loan. This amount is roughly assumed to be BDT 5,400,000

	Table 8 : Summary of Product Mix 2

	 
	IPFF
	General Term Loan
	FOI Loan

	Amount (in BDT million)
	1,120
	280
	479,824,853

	Interest Rate
	9%
	13%
	5.52%

	Disbursement
	15-Jan-2010
	15-Jan-2010
	15-Jan-2017

	Interest Payment Starts
	15-Apr-2011
	15-Apr-2011
	15-Apr-2017

	Principal Payment Starts
	15-Apr-2013
	15-Apr-2011
	15-Apr-2017

	Tenor
	7 Years
	10 Years
	3 Years

	Last Payment to Be Made
	15-Jan-2017
	15-Jan-2020
	15-Jan-2020


4.2.2 Analysis of Cash Flow

In this mix, the repayment schedule of General Term Loan will remain unchanged. The repayment schedule for IPFF will be applicable till 15-Jan-2017. From next quarter onwards, the repayment schedule of FOI will follow – 
	Table 9 : Repayment Schedule - FOI Loan - 3 Years

	 
	Loan Amount -
	479,824,853
	No of Principal Payments
	12

	 
	Tenor of the Loan ( Years ) - 
	3
	No of Interest Payments
	12

	 
	Number of Period in a Year -
	4
	Total Period
	12

	Interest Payment Starts From End of Period -
	1
	Final Capitalized Amount  
	479,824,853

	Principal Payment Starts From End of Period - 
	1
	Total Interest Amount
	41,498,186

	 
	Interest Rate -
	5.20%
	Total Payment Amount
	521,323,039

	 
	Disbursement Date -
	15-Jan-17
	Closing Date 
	15-Jan-20

	
	
	
	
	
	

	Date
	Nature
	Interest Accrued  
	Principal Payment
	Total Installment
	Balance

	15-Jan-2017
	1st Disbursement
	
	
	
	479,824,853

	15-Apr-2017
	Interest Payment + Principal Payment No : 1
	6,307,031
	39,985,404
	46,292,436
	439,839,449

	15-Jul-2017
	Interest Payment + Principal Payment No : 2
	5,844,978
	39,985,404
	45,830,382
	399,854,044

	15-Oct-2017
	Interest Payment + Principal Payment No : 3
	5,371,373
	39,985,404
	45,356,777
	359,868,640

	15-Jan-2018
	Interest Payment + Principal Payment No : 4
	4,834,235
	39,985,404
	44,819,640
	319,883,235

	15-Apr-2018
	Interest Payment + Principal Payment No : 5
	4,204,687
	39,985,404
	44,190,092
	279,897,831

	15-Jul-2018
	Interest Payment + Principal Payment No : 6
	3,719,531
	39,985,404
	43,704,936
	239,912,427

	15-Oct-2018
	Interest Payment + Principal Payment No : 7
	3,222,824
	39,985,404
	43,208,228
	199,927,022

	15-Jan-2019
	Interest Payment + Principal Payment No : 8
	2,685,686
	39,985,404
	42,671,091
	159,941,618

	15-Apr-2019
	Interest Payment + Principal Payment No : 9
	2,102,344
	39,985,404
	42,087,748
	119,956,213

	15-Jul-2019
	Interest Payment + Principal Payment No : 10
	1,594,085
	39,985,404
	41,579,489
	79,970,809

	15-Oct-2019
	Interest Payment + Principal Payment No : 11
	1,074,275
	39,985,404
	41,059,679
	39,985,404

	15-Jan-2020
	Interest Payment + Principal Payment No : 12
	537,137
	39,985,404
	40,522,542
	0


The combined cash outflow of the client will then have the following figures – 

	Table 10 : Periodical Payments – Combined Cash Outflow Mix 2

	Dates
	Interest
	Principal
	Total
	Balance

	15-Jan-2010
	0
	0
	0
	1,267,000,000

	15-Apr-2010
	0
	0
	0
	1,298,301,472

	15-Jul-2010
	0
	0
	0
	1,330,749,149

	15-Oct-2010
	0
	0
	0
	1,364,390,799

	15-Jan-2011
	0
	0
	0
	1,398,905,349

	15-Apr-2011
	34,649,272
	7,758,723
	42,407,995
	1,391,146,626

	15-Jul-2011
	34,772,271
	7,758,723
	42,530,994
	1,383,387,903

	15-Oct-2011
	34,889,667
	7,758,723
	42,648,390
	1,375,629,181

	15-Jan-2012
	34,629,103
	7,758,723
	42,387,826
	1,367,870,458

	15-Apr-2012
	33,998,985
	7,758,723
	41,757,708
	1,360,111,735

	15-Jul-2012
	33,741,223
	7,758,723
	41,499,946
	1,352,353,012

	15-Oct-2012
	33,847,412
	7,758,723
	41,606,135
	1,344,594,289

	15-Jan-2013
	33,586,848
	7,758,723
	41,345,571
	1,336,835,566

	15-Apr-2013
	32,609,590
	47,744,127
	80,353,717
	1,289,091,439

	15-Jul-2013
	31,790,511
	47,744,127
	79,534,638
	1,241,347,311

	15-Oct-2013
	30,945,835
	47,744,127
	78,689,963
	1,193,603,184

	15-Jan-2014
	29,755,611
	47,744,127
	77,499,738
	1,145,859,056

	15-Apr-2014
	27,951,077
	47,744,127
	75,695,204
	1,098,114,929

	15-Jul-2014
	27,080,805
	47,744,127
	74,824,933
	1,050,370,802

	15-Oct-2014
	26,184,937
	47,744,127
	73,929,065
	1,002,626,674

	15-Jan-2015
	24,994,713
	47,744,127
	72,738,840
	954,882,547

	15-Apr-2015
	23,292,564
	47,744,127
	71,036,691
	907,138,420

	15-Jul-2015
	22,371,100
	47,744,127
	70,115,227
	859,394,292

	15-Oct-2015
	21,424,040
	47,744,127
	69,168,167
	811,650,165

	15-Jan-2016
	20,233,815
	47,744,127
	67,977,943
	763,906,038

	15-Apr-2016
	18,838,821
	47,744,127
	66,582,948
	716,161,910

	15-Jul-2016
	17,661,395
	47,744,127
	65,405,522
	668,417,783

	15-Oct-2016
	16,663,142
	47,744,127
	64,407,269
	620,673,656

	15-Jan-2017
	15,472,918
	47,744,127
	63,217,045
	572,929,528

	15-Apr-2017
	9,366,554
	47,744,127
	57,110,682
	525,185,401

	15-Jul-2017
	8,680,360
	47,744,127
	56,424,487
	477,441,273

	15-Oct-2017
	7,977,010
	47,744,127
	55,721,138
	429,697,146

	15-Jan-2018
	7,179,309
	47,744,127
	54,923,437
	381,953,019

	15-Apr-2018
	6,244,369
	47,744,127
	53,988,497
	334,208,891

	15-Jul-2018
	5,523,865
	47,744,127
	53,267,993
	286,464,764

	15-Oct-2018
	4,786,206
	47,744,127
	52,530,334
	238,720,637

	15-Jan-2019
	3,988,505
	47,744,127
	51,732,633
	190,976,509

	15-Apr-2019
	3,122,185
	47,744,127
	50,866,312
	143,232,382

	15-Jul-2019
	2,367,371
	47,744,127
	50,111,498
	95,488,255

	15-Oct-2019
	1,595,402
	47,744,127
	49,339,529
	47,744,127

	15-Jan-2020
	797,701
	47,744,127
	48,541,828
	0

	Total
	723,014,493
	1,398,905,349
	2,121,919,842
	35,618,555,677


4.2.3 Summary Cash Outflow of Mix 2

Apart from the interest payments and previously stated Fees and Charges, there will be an additional Fees of BDT 5,400,000 for availing FOI facility. Considering all these, the client is paying a total of BDT 2,160,319,842 in 10 years against the cash disbursement of 1,267,000,000. 
	Table 11 : Summary of Cash Outflow Mix 2

	Arranger Fees
	14,000,000

	Agency Fees
	5,000,000

	Participation Fees
	14,000,000

	Front End Fee
	5,400,000

	Lawyer Fees
	200,000

	Total Fees and Charges
	38,400,000

	Total Payment Throughout the tenor
	2,160,319,842

	Actual Effective Rate
	7.05%
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Figure 3 : Cash Outflow of Mix 2
4.3 Product Mix : 3

In this mix, there will be three products, IPFF, General Term Loan and FOI (Foreign Offshore Investors)

4.3.1 Key Points

This mix is similar to the Mix – 2; where IPFF and General Term Loan were disbursed in January 15, 2010 and IPFF loan were taken over by FOI loan in January 15, 2017 while General Term Loan was unchanged. 

But in this mix, both the IPFF and General Term Loan will be taken over by FOI loan. In January 15, 2017; the combined outstanding is BDT 572,929,528 [from Table 6], which is just above the USD 8 million limit for FOI investment. So, the earliest time this take over can take place is 15 January 2018.
So, on 15 January 2018, after both IPFF and General Term Loan ran for 8 years, the remaining outstanding amount of BDT 381,953,019 will be taken over by FOI.
The FOI facility will be for 2 years ending on the same date as the previous Facilities would end if had not been taken over.
Interests and Principal payment for FOI will start from 15-April-2018. The payment and calculation mechanism will remain unchanged.

The interest rate for FOI facility is assumed to be 5.2%

Like before, the Front End Fee is roughly assumed to be BDT 5,400,000

	Table 12 : Summary of Product Mix 3

	 
	IPFF
	General Term Loan
	FOI Loan

	Amount (in BDT million)
	1,120
	280
	381,953,019

	Interest Rate
	9%
	13%
	5.52%

	Disbursement
	15-Jan-2010
	15-Jan-2010
	15-Jan-2018

	Interest Payment Starts
	15-Apr-2011
	15-Apr-2011
	15-Apr-2018

	Principal Payment Starts
	15-Apr-2013
	15-Apr-2011
	15-Apr-2018

	Tenor
	8 Years
	8 Years
	2 Years

	Last Payment to Be Made
	15-Jan-2018
	15-Jan-2018
	15-Jan-2020


4.3.2 Analysis of Cash Flow

In this mix, the repayment schedule of IPFF and General Term Loan will remain the same as Mix 1 until 15-Jan-2018. From next quarter onwards, the repayment schedule of FOI will follow –
	Table 13 : Repayment Schedule - FOI Loan – 2 Years

	 
	Loan Amount -
	381,953,019
	No of Principal Payments
	8

	 
	Tenor of the Loan ( Years ) - 
	2
	No of Interest Payments
	8

	 
	Number of Period in a Year -
	4
	Total Period
	8

	Interest Payment Starts From End of Period -
	1
	Final Capitalized Amount  
	381,953,019

	Principal Payment Starts From End of Period - 
	1
	Total Interest Amount
	22,854,583

	 
	Interest Rate -
	5.20%
	Total Payment Amount
	404,807,602

	 
	Disbursement Date -
	15-Jan-17
	Closing Date 
	15-Jan-19

	
	
	
	
	
	

	Date
	Nature
	Interest Accrued  
	Principal Payment
	Total Installment
	Balance

	15-Jan-2017
	1st Disbursement
	
	
	
	381,953,019

	15-Apr-2017
	Interest Payment + Principal Payment No : 1
	5,020,560
	47,744,127
	52,764,688
	334,208,892

	15-Jul-2017
	Interest Payment + Principal Payment No : 2
	4,441,265
	47,744,127
	52,185,392
	286,464,764

	15-Oct-2017
	Interest Payment + Principal Payment No : 3
	3,848,177
	47,744,127
	51,592,304
	238,720,637

	15-Jan-2018
	Interest Payment + Principal Payment No : 4
	3,206,814
	47,744,127
	50,950,941
	190,976,510

	15-Apr-2018
	Interest Payment + Principal Payment No : 5
	2,510,280
	47,744,127
	50,254,407
	143,232,382

	15-Jul-2018
	Interest Payment + Principal Payment No : 6
	1,903,399
	47,744,127
	49,647,527
	95,488,255

	15-Oct-2018
	Interest Payment + Principal Payment No : 7
	1,282,726
	47,744,127
	49,026,853
	47,744,127

	15-Jan-2019
	Interest Payment + Principal Payment No : 8
	641,363
	47,744,127
	48,385,490
	0


The combined cash flow –
	Table 14 : Periodical Payments - Cash Outflow of Mix 3

	Dates
	Interest
	Principal
	Total
	Balance

	15-Jan-2010
	0
	0
	0
	1,267,000,000

	15-Apr-2010
	0
	0
	0
	1,298,301,472

	15-Jul-2010
	0
	0
	0
	1,330,749,149

	15-Oct-2010
	0
	0
	0
	1,364,390,799

	15-Jan-2011
	0
	0
	0
	1,398,905,349

	15-Apr-2011
	34,649,272
	7,758,723
	42,407,995
	1,391,146,626

	15-Jul-2011
	34,772,271
	7,758,723
	42,530,994
	1,383,387,903

	15-Oct-2011
	34,889,667
	7,758,723
	42,648,390
	1,375,629,181

	15-Jan-2012
	34,629,103
	7,758,723
	42,387,826
	1,367,870,458

	15-Apr-2012
	33,998,985
	7,758,723
	41,757,708
	1,360,111,735

	15-Jul-2012
	33,741,223
	7,758,723
	41,499,946
	1,352,353,012

	15-Oct-2012
	33,847,412
	7,758,723
	41,606,135
	1,344,594,289

	15-Jan-2013
	33,586,848
	7,758,723
	41,345,571
	1,336,835,566

	15-Apr-2013
	32,609,590
	47,744,127
	80,353,717
	1,289,091,439

	15-Jul-2013
	31,790,511
	47,744,127
	79,534,638
	1,241,347,311

	15-Oct-2013
	30,945,835
	47,744,127
	78,689,963
	1,193,603,184

	15-Jan-2014
	29,755,611
	47,744,127
	77,499,738
	1,145,859,056

	15-Apr-2014
	27,951,077
	47,744,127
	75,695,204
	1,098,114,929

	15-Jul-2014
	27,080,805
	47,744,127
	74,824,933
	1,050,370,802

	15-Oct-2014
	26,184,937
	47,744,127
	73,929,065
	1,002,626,674

	15-Jan-2015
	24,994,713
	47,744,127
	72,738,840
	954,882,547

	15-Apr-2015
	23,292,564
	47,744,127
	71,036,691
	907,138,420

	15-Jul-2015
	22,371,100
	47,744,127
	70,115,227
	859,394,292

	15-Oct-2015
	21,424,040
	47,744,127
	69,168,167
	811,650,165

	15-Jan-2016
	20,233,815
	47,744,127
	67,977,943
	763,906,038

	15-Apr-2016
	18,838,821
	47,744,127
	66,582,948
	716,161,910

	15-Jul-2016
	17,661,395
	47,744,127
	65,405,522
	668,417,783

	15-Oct-2016
	16,663,142
	47,744,127
	64,407,269
	620,673,656

	15-Jan-2017
	15,472,918
	47,744,127
	63,217,045
	572,929,528

	15-Apr-2017
	13,975,538
	47,744,127
	61,719,666
	525,185,401

	15-Jul-2017
	12,951,690
	47,744,127
	60,695,817
	477,441,274

	15-Oct-2017
	11,902,244
	47,744,127
	59,646,372
	429,697,146

	15-Jan-2018
	10,712,020
	47,744,127
	58,456,147
	381,953,019

	15-Apr-2018
	5,020,560
	47,744,127
	52,764,688
	334,208,891

	15-Jul-2018
	4,441,265
	47,744,127
	52,185,392
	286,464,764

	15-Oct-2018
	3,848,177
	47,744,127
	51,592,304
	238,720,637

	15-Jan-2019
	3,206,814
	47,744,127
	50,950,941
	190,976,509

	15-Apr-2019
	2,510,280
	47,744,127
	50,254,407
	143,232,382

	15-Jul-2019
	1,903,399
	47,744,127
	49,647,527
	95,488,255

	15-Oct-2019
	1,282,726
	47,744,127
	49,026,853
	47,744,127

	15-Jan-2020
	641,363
	47,744,127
	48,385,490
	0

	Total
	733,781,730
	1,398,905,349
	2,132,687,079
	35,618,555,678


4.3.3 Summary Cash Outflow of Mix 3
Considering all the charges and fees, the client is paying a total of BDT 2,171,087,079 in 10 years against the cash disbursement of 1,267,000,000. 
	Table 15 : Summary of Cash Outflow of Mix 3

	Arranger Fees
	14,000,000

	Agency Fees
	5,000,000

	Participation Fees
	14,000,000

	Front End Fee
	5,400,000

	Lawyer Fees
	200,000

	Total Fees and Charges
	38,400,000

	Total Payment Throughout the tenor
	2,171,087,079

	Actual Effective Rate
	7.14%
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Figure 4 : Cash Outflow of Mix 3
4.4 Product Mix : 4

In this mix, there will be three products, IPFF, General Term Loan and FOI (Foreign Offshore Investors)

4.4.1 Key Points

IPFF and General Term Loan both has a 12 years life – ending in 15-Jan-2022

But Both the IPFF and General Term Loan will be taken over by FOI loan after 9 years. In January 15, 2019; the combined outstanding is BDT 449,373,660 will be taken over by FOI.
The FOI facility will run for further 3 years ending on the same date as the previous Facilities would end if had not been taken over (ie, January 15, 2022).

Interests and Principal payment for FOI will start from 15-April-2019. The payment and calculation mechanism will remain unchanged.

The interest rate for FOI facility is assumed to be 5.2% and the Front End Fee is roughly assumed to be BDT 5,400,000

	Table 16 : Summary of Product Mix 4

	 
	IPFF
	General Term Loan
	FOI Loan

	Amount (in BDT million)
	1,120
	280
	449,373,660

	Interest Rate
	9%
	13%
	5.52%

	Disbursement
	15-Jan-2010
	15-Jan-2010
	15-Jan-2019

	Interest Payment Starts
	15-Apr-2011
	15-Apr-2011
	15-Apr-2019

	Principal Payment Starts
	15-Apr-2013
	15-Apr-2011
	15-Apr-2019

	Tenor
	9 Years
	9 Years
	3 Years

	Last Payment to Be Made
	15-Jan-2019
	15-Jan-2019
	15-Jan-2022


4.4.2 Analysis of Cash Flow

In this mix, the repayment schedule for IPFF and General Term Loan is prepared for 12 years tenor. But after 9 year, the remaining amount is fully adjusted from the FOI loan.
	Table 17 : Repayment Schedule - IPFF - 9 Years

	 
	Loan Amount -
	1,022,000,000
	No of Principal Payments
	24

	 
	Tenor of the Loan ( Years ) - 
	12
	No of Interest Payments
	32

	 
	Number of Period in a Year -
	4
	Total Period
	

	Interest Payment Starts From End of Period -
	5
	Final Capitalized Amount  
	1,119,591,324

	Principal Payment Starts From End of Period - 
	13
	Total Interest Amount
	-

	 
	Interest Rate -
	9.00%
	Total Payment Amount
	-

	 
	Disbursement Date -
	15-Jan-10
	Closing Date 
	15-Jan-19

	
	
	
	
	
	

	Date
	Nature
	Interest Accrued  
	Principal Payment
	Total Installment
	Balance

	15-Jan-2010
	1st Disbursement
	
	
	
	1,022,000,000

	15-Apr-2010
	Interest Capitalization
	23,250,500
	0
	0
	1,045,250,500

	15-Jul-2010
	Interest Capitalization
	24,040,762
	0
	0
	1,069,291,262

	15-Oct-2010
	Interest Capitalization
	24,861,022
	0
	0
	1,094,152,283

	15-Jan-2011
	Interest Capitalization
	25,439,041
	0
	0
	1,119,591,324

	15-Apr-2011
	Interest Payment
	25,470,703
	0
	25,470,703
	1,119,591,324

	15-Jul-2011
	Interest Payment
	25,750,600
	0
	25,750,600
	1,119,591,324

	15-Oct-2011
	Interest Payment
	26,030,498
	0
	26,030,498
	1,119,591,324

	15-Jan-2012
	Interest Payment
	26,030,498
	0
	26,030,498
	1,119,591,324

	15-Apr-2012
	Interest Payment
	25,750,600
	0
	25,750,600
	1,119,591,324

	15-Jul-2012
	Interest Payment
	25,750,600
	0
	25,750,600
	1,119,591,324

	15-Oct-2012
	Interest Payment
	26,030,498
	0
	26,030,498
	1,119,591,324

	15-Jan-2013
	Interest Payment
	26,030,498
	0
	26,030,498
	1,119,591,324

	15-Apr-2013
	Interest Payment + Principal Payment No : 1
	25,470,703
	31,099,759
	56,570,462
	1,088,491,565

	15-Jul-2013
	Interest Payment + Principal Payment No : 2
	25,035,306
	31,099,759
	56,135,065
	1,057,391,806

	15-Oct-2013
	Interest Payment + Principal Payment No : 3
	24,584,359
	31,099,759
	55,684,118
	1,026,292,047

	15-Jan-2014
	Interest Payment + Principal Payment No : 4
	23,861,290
	31,099,759
	54,961,049
	995,192,288

	15-Apr-2014
	Interest Payment + Principal Payment No : 5
	22,640,625
	31,099,759
	53,740,384
	964,092,529

	15-Jul-2014
	Interest Payment + Principal Payment No : 6
	22,174,128
	31,099,759
	53,273,887
	932,992,770

	15-Oct-2014
	Interest Payment + Principal Payment No : 7
	21,692,082
	31,099,759
	52,791,841
	901,893,011

	15-Jan-2015
	Interest Payment + Principal Payment No : 8
	20,969,013
	31,099,759
	52,068,772
	870,793,252

	15-Apr-2015
	Interest Payment + Principal Payment No : 9
	19,810,546
	31,099,759
	50,910,305
	839,693,493

	15-Jul-2015
	Interest Payment + Principal Payment No : 10
	19,312,950
	31,099,759
	50,412,709
	808,593,734

	15-Oct-2015
	Interest Payment + Principal Payment No : 11
	18,799,804
	31,099,759
	49,899,563
	777,493,975

	15-Jan-2016
	Interest Payment + Principal Payment No : 12
	18,076,735
	31,099,759
	49,176,494
	746,394,216

	15-Apr-2016
	Interest Payment + Principal Payment No : 13
	17,167,067
	31,099,759
	48,266,826
	715,294,457

	15-Jul-2016
	Interest Payment + Principal Payment No : 14
	16,451,773
	31,099,759
	47,551,532
	684,194,698

	15-Oct-2016
	Interest Payment + Principal Payment No : 15
	15,907,527
	31,099,759
	47,007,286
	653,094,939

	15-Jan-2017
	Interest Payment + Principal Payment No : 16
	15,184,457
	31,099,759
	46,284,216
	621,995,180

	15-Apr-2017
	Interest Payment + Principal Payment No : 17
	14,150,390
	31,099,759
	45,250,149
	590,895,421

	15-Jul-2017
	Interest Payment + Principal Payment No : 18
	13,590,595
	31,099,759
	44,690,354
	559,795,662

	15-Oct-2017
	Interest Payment + Principal Payment No : 19
	13,015,249
	31,099,759
	44,115,008
	528,695,903

	15-Jan-2018
	Interest Payment + Principal Payment No : 20
	12,292,180
	31,099,759
	43,391,939
	497,596,144

	15-Apr-2018
	Interest Payment + Principal Payment No : 21
	11,320,312
	31,099,759
	42,420,071
	466,496,385

	15-Jul-2018
	Interest Payment + Principal Payment No : 22
	10,729,417
	31,099,759
	41,829,176
	435,396,626

	15-Oct-2018
	Interest Payment + Principal Payment No : 23
	10,122,972
	31,099,759
	41,222,731
	404,296,867

	15-Jan-2019
	Interest Payment + Principal Payment No : 24
	9,399,902
	31,099,759
	40,499,661
	373,197,108

	15-Jan-2019
	Adjusted
	-
	373,197,108
	-
	0


	Table 18 : Repayment Schedule - Term Loan - 9 Years

	 
	Loan Amount -
	245,000,000
	No of Principal Payments
	32

	 
	Tenor of the Loan ( Years ) - 
	12
	No of Interest Payments
	32

	 
	Number of Period in a Year -
	4
	Total Period
	-

	Interest Payment Starts From End of Period -
	5
	Final Capitalized Amount  
	279,314,025

	Principal Payment Starts From End of Period - 
	5
	Total Interest Amount
	

	 
	Interest Rate -
	13.00%
	Total Payment Amount
	

	 
	Disbursement Date -
	15-Jan-10
	Closing Date 
	15-Jan-19

	
	
	
	
	
	

	Date
	Nature
	Interest Accrued  
	Principal Payment
	Total Installment
	Balance

	15-Jan-2010
	1st Disbursement
	
	
	
	245,000,000

	15-Apr-2010
	Interest Capitalization
	8,050,972
	0
	0
	253,050,972

	15-Jul-2010
	Interest Capitalization
	8,406,916
	0
	0
	261,457,888

	15-Oct-2010
	Interest Capitalization
	8,780,627
	0
	0
	270,238,515

	15-Jan-2011
	Interest Capitalization
	9,075,510
	0
	0
	279,314,025

	15-Apr-2011
	Interest Payment + Principal Payment No : 1
	9,178,569
	6,348,046
	15,526,615
	272,965,979

	15-Jul-2011
	Interest Payment + Principal Payment No : 2
	9,068,536
	6,348,046
	15,416,582
	266,617,933

	15-Oct-2011
	Interest Payment + Principal Payment No : 3
	8,953,919
	6,348,046
	15,301,965
	260,269,887

	15-Jan-2012
	Interest Payment + Principal Payment No : 4
	8,740,730
	6,348,046
	15,088,776
	253,921,841

	15-Apr-2012
	Interest Payment + Principal Payment No : 5
	8,435,848
	6,348,046
	14,783,894
	247,573,795

	15-Jul-2012
	Interest Payment + Principal Payment No : 6
	8,224,952
	6,348,046
	14,572,998
	241,225,749

	15-Oct-2012
	Interest Payment + Principal Payment No : 7
	8,101,165
	6,348,046
	14,449,211
	234,877,703

	15-Jan-2013
	Interest Payment + Principal Payment No : 8
	7,887,976
	6,348,046
	14,236,022
	228,529,657

	15-Apr-2013
	Interest Payment + Principal Payment No : 9
	7,509,738
	6,348,046
	13,857,784
	222,181,611

	15-Jul-2013
	Interest Payment + Principal Payment No : 10
	7,381,367
	6,348,046
	13,729,413
	215,833,565

	15-Oct-2013
	Interest Payment + Principal Payment No : 11
	7,248,411
	6,348,046
	13,596,457
	209,485,519

	15-Jan-2014
	Interest Payment + Principal Payment No : 12
	7,035,222
	6,348,046
	13,383,268
	203,137,473

	15-Apr-2014
	Interest Payment + Principal Payment No : 13
	6,675,323
	6,348,046
	13,023,369
	196,789,427

	15-Jul-2014
	Interest Payment + Principal Payment No : 14
	6,537,782
	6,348,046
	12,885,828
	190,441,381

	15-Oct-2014
	Interest Payment + Principal Payment No : 15
	6,395,656
	6,348,046
	12,743,702
	184,093,335

	15-Jan-2015
	Interest Payment + Principal Payment No : 16
	6,182,468
	6,348,046
	12,530,514
	177,745,289

	15-Apr-2015
	Interest Payment + Principal Payment No : 17
	5,840,908
	6,348,046
	12,188,954
	171,397,243

	15-Jul-2015
	Interest Payment + Principal Payment No : 18
	5,694,197
	6,348,046
	12,042,243
	165,049,197

	15-Oct-2015
	Interest Payment + Principal Payment No : 19
	5,542,902
	6,348,046
	11,890,948
	158,701,151

	15-Jan-2016
	Interest Payment + Principal Payment No : 20
	5,329,714
	6,348,046
	11,677,760
	152,353,105

	15-Apr-2016
	Interest Payment + Principal Payment No : 21
	5,061,509
	6,348,046
	11,409,555
	146,005,059

	15-Jul-2016
	Interest Payment + Principal Payment No : 22
	4,850,613
	6,348,046
	11,198,659
	139,657,013

	15-Oct-2016
	Interest Payment + Principal Payment No : 23
	4,690,148
	6,348,046
	11,038,194
	133,308,967

	15-Jan-2017
	Interest Payment + Principal Payment No : 24
	4,476,959
	6,348,046
	10,825,005
	126,960,921

	15-Apr-2017
	Interest Payment + Principal Payment No : 25
	4,172,077
	6,348,046
	10,520,123
	120,612,875

	15-Jul-2017
	Interest Payment + Principal Payment No : 26
	4,007,028
	6,348,046
	10,355,074
	114,264,829

	15-Oct-2017
	Interest Payment + Principal Payment No : 27
	3,837,394
	6,348,046
	10,185,440
	107,916,783

	15-Jan-2018
	Interest Payment + Principal Payment No : 28
	3,624,205
	6,348,046
	9,972,251
	101,568,737

	15-Apr-2018
	Interest Payment + Principal Payment No : 29
	3,337,662
	6,348,046
	9,685,708
	95,220,690

	15-Jul-2018
	Interest Payment + Principal Payment No : 30
	3,163,443
	6,348,046
	9,511,489
	88,872,644

	15-Oct-2018
	Interest Payment + Principal Payment No : 31
	2,984,640
	6,348,046
	9,332,686
	82,524,598

	15-Jan-2019
	Interest Payment + Principal Payment No : 32
	2,771,451
	6,348,046
	9,119,497
	76,176,552

	15-Apr-2019
	Adjusted
	-
	76,176,552
	-
	0


	Table 19 : Repayment Schedule - FOI - 9 Years

	 
	Loan Amount -
	449,373,660
	No of Principal Payments
	12

	 
	Tenor of the Loan ( Years ) - 
	3
	No of Interest Payments
	12

	 
	Number of Period in a Year -
	4
	Total Period
	12

	Interest Payment Starts From End of Period -
	1
	Final Capitalized Amount  
	449,373,660

	Principal Payment Starts From End of Period - 
	1
	Total Interest Amount
	41,302,183

	 
	Interest Rate -
	5.52%
	Total Payment Amount
	490,675,843

	 
	Disbursement Date -
	15-Jan-19
	Closing Date 
	15-Jan-22

	
	
	
	
	
	

	Date
	Nature
	Interest Accrued  
	Principal Payment
	Total Installment
	Balance

	15-Jan-2019
	1st Disbursement
	
	
	
	449,373,660

	15-Apr-2019
	Interest Payment + Principal Payment No : 1
	6,270,260
	37,447,805
	43,718,065
	411,925,855

	15-Jul-2019
	Interest Payment + Principal Payment No : 2
	5,810,901
	37,447,805
	43,258,706
	374,478,050

	15-Oct-2019
	Interest Payment + Principal Payment No : 3
	5,340,057
	37,447,805
	42,787,862
	337,030,245

	15-Jan-2020
	Interest Payment + Principal Payment No : 4
	4,806,051
	37,447,805
	42,253,856
	299,582,440

	15-Apr-2020
	Interest Payment + Principal Payment No : 5
	4,226,110
	37,447,805
	41,673,915
	262,134,635

	15-Jul-2020
	Interest Payment + Principal Payment No : 6
	3,697,846
	37,447,805
	41,145,651
	224,686,830

	15-Oct-2020
	Interest Payment + Principal Payment No : 7
	3,204,034
	37,447,805
	40,651,839
	187,239,025

	15-Jan-2021
	Interest Payment + Principal Payment No : 8
	2,670,028
	37,447,805
	40,117,833
	149,791,220

	15-Apr-2021
	Interest Payment + Principal Payment No : 9
	2,090,087
	37,447,805
	39,537,892
	112,343,415

	15-Jul-2021
	Interest Payment + Principal Payment No : 10
	1,584,791
	37,447,805
	39,032,596
	74,895,610

	15-Oct-2021
	Interest Payment + Principal Payment No : 11
	1,068,011
	37,447,805
	38,515,816
	37,447,805

	15-Jan-2022
	Interest Payment + Principal Payment No : 12
	534,006
	37,447,805
	37,981,811
	0


The combined cash flow – 

	Table 20 : Periodical Payments - Cash Outflow of Mix 4

	Dates
	Interest
	Principal
	Total
	Balance

	15-Jan-2010
	0
	0
	0
	1,267,000,000

	15-Apr-2010
	0
	0
	0
	1,298,301,472

	15-Jul-2010
	0
	0
	0
	1,330,749,149

	15-Oct-2010
	0
	0
	0
	1,364,390,799

	15-Jan-2011
	0
	0
	0
	1,398,905,349

	15-Apr-2011
	34,649,272
	6,348,046
	40,997,318
	1,392,557,303

	15-Jul-2011
	34,819,137
	6,348,046
	41,167,183
	1,386,209,257

	15-Oct-2011
	34,984,417
	6,348,046
	41,332,463
	1,379,861,211

	15-Jan-2012
	34,771,229
	6,348,046
	41,119,275
	1,373,513,165

	15-Apr-2012
	34,186,448
	6,348,046
	40,534,494
	1,367,165,119

	15-Jul-2012
	33,975,552
	6,348,046
	40,323,598
	1,360,817,073

	15-Oct-2012
	34,131,663
	6,348,046
	40,479,709
	1,354,469,027

	15-Jan-2013
	33,918,474
	6,348,046
	40,266,521
	1,348,120,981

	15-Apr-2013
	32,980,441
	37,447,805
	70,428,246
	1,310,673,176

	15-Jul-2013
	32,416,673
	37,447,805
	69,864,478
	1,273,225,371

	15-Oct-2013
	31,832,770
	37,447,805
	69,280,575
	1,235,777,566

	15-Jan-2014
	30,896,512
	37,447,805
	68,344,317
	1,198,329,761

	15-Apr-2014
	29,315,948
	37,447,805
	66,763,753
	1,160,881,956

	15-Jul-2014
	28,711,910
	37,447,805
	66,159,715
	1,123,434,151

	15-Oct-2014
	28,087,738
	37,447,805
	65,535,543
	1,085,986,346

	15-Jan-2015
	27,151,480
	37,447,805
	64,599,285
	1,048,538,541

	15-Apr-2015
	25,651,454
	37,447,805
	63,099,259
	1,011,090,736

	15-Jul-2015
	25,007,148
	37,447,805
	62,454,953
	973,642,931

	15-Oct-2015
	24,342,707
	37,447,805
	61,790,512
	936,195,126

	15-Jan-2016
	23,406,449
	37,447,805
	60,854,254
	898,747,321

	15-Apr-2016
	22,228,576
	37,447,805
	59,676,381
	861,299,516

	15-Jul-2016
	21,302,385
	37,447,805
	58,750,190
	823,851,711

	15-Oct-2016
	20,597,675
	37,447,805
	58,045,480
	786,403,906

	15-Jan-2017
	19,661,417
	37,447,805
	57,109,222
	748,956,101

	15-Apr-2017
	18,322,467
	37,447,805
	55,770,272
	711,508,296

	15-Jul-2017
	17,597,622
	37,447,805
	55,045,427
	674,060,491

	15-Oct-2017
	16,852,643
	37,447,805
	54,300,448
	636,612,685

	15-Jan-2018
	15,916,385
	37,447,805
	53,364,190
	599,164,880

	15-Apr-2018
	14,657,974
	37,447,805
	52,105,779
	561,717,075

	15-Jul-2018
	13,892,860
	37,447,805
	51,340,665
	524,269,270

	15-Oct-2018
	13,107,611
	37,447,805
	50,555,416
	486,821,465

	15-Jan-2019
	12,171,353
	37,447,805
	49,619,158
	449,373,660

	15-Apr-2019
	6,270,260
	37,447,805
	43,718,066
	411,925,855

	15-Jul-2019
	5,810,901
	37,447,805
	43,258,706
	374,478,050

	15-Oct-2019
	5,340,057
	37,447,805
	42,787,862
	337,030,245

	15-Jan-2020
	4,806,051
	37,447,805
	42,253,856
	299,582,440

	15-Apr-2020
	4,226,110
	37,447,805
	41,673,915
	262,134,635

	15-Jul-2020
	3,697,846
	37,447,805
	41,145,651
	224,686,830

	15-Oct-2020
	3,204,034
	37,447,805
	40,651,839
	187,239,025

	15-Jan-2021
	2,670,028
	37,447,805
	40,117,834
	149,791,220

	15-Apr-2021
	2,090,087
	37,447,805
	39,537,892
	112,343,415

	15-Jul-2021
	1,584,791
	37,447,805
	39,032,596
	74,895,610

	15-Oct-2021
	1,068,011
	37,447,805
	38,515,816
	37,447,805

	15-Jan-2022
	534,006
	37,447,805
	37,981,811
	0

	Total
	862,848,573
	1,398,905,349
	2,261,753,922
	41,214,177,075


4.4.3 Summary Cash Outflow of Mix 4
Considering all the charges and fees, the client is paying a total of BDT 2,300,153,922 in 12 years against the cash disbursement of 1,267,000,000. 
	Table 21 : Summary of Cash Outflow of Mix 4

	Arranger Fees
	14,000,000

	Agency Fees
	5,000,000

	Participation Fees
	14,000,000

	Front End Fee
	5,400,000

	Lawyer Fees
	200,000

	Total Fees and Charges
	38,400,000

	Total Payment Throughout the tenor
	2,300,153,922

	Actual Effective Rate
	6.80%
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Figure 5 : Cash Outflow of Mix 4
4.5 Comparative analysis of the models
Before any comparison cam be made, a comparative table with all 4 models are shown below – 
	Table 22 : Comparison of Quarterly Total Installments

	Dates
	Mix 1
	Mix 2
	Mix 3
	 Mix 4 

	15-Jan-2010
	0
	0
	0
	0

	15-Apr-2010
	0
	0
	0
	0

	15-Jul-2010
	0
	0
	0
	0

	15-Oct-2010
	0
	0
	0
	0

	15-Jan-2011
	0
	0
	0
	0

	15-Apr-2011
	42,407,995
	42,407,995
	42,407,995
	40,997,318

	15-Jul-2011
	42,530,994
	42,530,994
	42,530,994
	41,167,183

	15-Oct-2011
	42,648,390
	42,648,390
	42,648,390
	41,332,463

	15-Jan-2012
	42,387,826
	42,387,826
	42,387,826
	41,119,275

	15-Apr-2012
	41,757,708
	41,757,708
	41,757,708
	40,534,494

	15-Jul-2012
	41,499,946
	41,499,946
	41,499,946
	40,323,598

	15-Oct-2012
	41,606,135
	41,606,135
	41,606,135
	40,479,709

	15-Jan-2013
	41,345,571
	41,345,571
	41,345,571
	40,266,521

	15-Apr-2013
	80,353,717
	80,353,717
	80,353,717
	70,428,246

	15-Jul-2013
	79,534,638
	79,534,638
	79,534,638
	69,864,478

	15-Oct-2013
	78,689,963
	78,689,963
	78,689,963
	69,280,575

	15-Jan-2014
	77,499,738
	77,499,738
	77,499,738
	68,344,317

	15-Apr-2014
	75,695,204
	75,695,204
	75,695,204
	66,763,753

	15-Jul-2014
	74,824,933
	74,824,933
	74,824,933
	66,159,715

	15-Oct-2014
	73,929,065
	73,929,065
	73,929,065
	65,535,543

	15-Jan-2015
	72,738,840
	72,738,840
	72,738,840
	64,599,285

	15-Apr-2015
	71,036,691
	71,036,691
	71,036,691
	63,099,259

	15-Jul-2015
	70,115,227
	70,115,227
	70,115,227
	62,454,953

	15-Oct-2015
	69,168,167
	69,168,167
	69,168,167
	61,790,512

	15-Jan-2016
	67,977,943
	67,977,943
	67,977,943
	60,854,254

	15-Apr-2016
	66,582,948
	66,582,948
	66,582,948
	59,676,381

	15-Jul-2016
	65,405,522
	65,405,522
	65,405,522
	58,750,190

	15-Oct-2016
	64,407,269
	64,407,269
	64,407,269
	58,045,480

	15-Jan-2017
	63,217,045
	63,217,045
	63,217,045
	57,109,222

	15-Apr-2017
	61,719,666
	57,110,682
	61,719,666
	55,770,272

	15-Jul-2017
	60,695,817
	56,424,487
	60,695,817
	55,045,427

	15-Oct-2017
	59,646,372
	55,721,138
	59,646,372
	54,300,448

	15-Jan-2018
	58,456,147
	54,923,437
	58,456,147
	53,364,190

	15-Apr-2018
	57,061,153
	53,988,497
	52,764,688
	52,105,779

	15-Jul-2018
	55,986,112
	53,267,993
	52,185,392
	51,340,665

	15-Oct-2018
	54,885,474
	52,530,334
	51,592,304
	50,555,416

	15-Jan-2019
	53,695,250
	51,732,633
	50,950,941
	49,619,158

	15-Apr-2019
	52,402,640
	50,866,312
	50,254,407
	43,718,066

	15-Jul-2019
	51,276,406
	50,111,498
	49,647,527
	43,258,706

	15-Oct-2019
	50,124,576
	49,339,529
	49,026,853
	42,787,862

	15-Jan-2020
	48,934,352
	48,541,828
	48,385,490
	42,253,856

	15-Apr-2020
	 
	 
	 
	41,673,915

	15-Jul-2020
	 
	 
	 
	41,145,651

	15-Oct-2020
	 
	 
	 
	40,651,839

	15-Jan-2021
	 
	 
	 
	40,117,834

	15-Apr-2021
	 
	 
	 
	39,537,892

	15-Jul-2021
	 
	 
	 
	39,032,596

	15-Oct-2021
	 
	 
	 
	38,515,816

	15-Jan-2022
	 
	 
	 
	37,981,811

	Total
	2,152,245,439
	2,121,919,842
	2,132,687,079
	2,261,753,922


	Table 23 : Comparison of Effective Rate

	
	Mix 1
	Mix 2
	Mix 3
	Mix 4

	Total Tenor in Years
	10
	10
	10
	12

	Arranger Fees
	7,000,000
	14,000,000
	14,000,000
	14,000,000

	Agency Fees
	300,000
	5,000,000
	5,000,000
	5,000,000

	Participation Fees
	14,000,000
	14,000,000
	14,000,000
	14,000,000

	Front End Fee
	
	5,400,000
	5,400,000
	5,400,000

	Lawyer Fees
	200,000
	200,000
	200,000
	200,000

	Total Fees and Charges
	21,500,000
	38,400,000
	38,400,000
	38,400,000

	Total Payment Throughout the tenor
	2,173,745,439
	2,160,319,842
	2,171,087,079
	2,300,153,922

	Actual Effective Rate
	7.16%
	7.05%
	7.14%
	6.80%


From Cash Outflow, it can be said that, the client is paying highest amount of Cash in Mix 4. This is justified as the tenor is 2 years longer than the previous 3 mixes. Among the other 3 mixes, Mix 2 has the most favorable position as the client is paying the least amount of cash here.
From Effective Rate consideration, Mix 4 has the lowest effective rate. Again this is justified considering 12 years tenor. Mix 1 and Mix 3 are yielding almost same result interms of cash outflow and effective rate. Mix 2 is providing a little less effective rate.
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Figure 6: Comparison of Cash Outflow

From the scenario, it can be seen that, different mixes yield different cash outflow. Mix 2 and Mix 3 both seem to provide a good alternative than Mix 1; with Mix 2 a better result than Mix 3. 

Mix 4 has a lower cash flow from the very beginning. If the previous cash flow cannot be supported by the company, Mix 4 is a good choice. Though in the long run the client is paying much more in this Mix, but considering cash flow situation, it would be a good solution. Also, since the Government Agreement for Power Selling for 10 years, the company would like to have the flexibility of paying less cash; since the sale of power may go down once the agreement with Government is over.
There can be many more combination of Products. A suitable mix can be selected only after analyzing the cash flow of the company – how much they can pay, how much free cash they will have.
5.0 Product Mix : Lenders Consideration
Earlier, 4 product mixes were analyzed to find out the cash outflow and effective interest rate for the client. Product mix is as important to the Lenders (Banks / NBFIs) as to the clients. By finding a good product mix, the lender can earn more profit and at the same time provide the clients with appropriate financing solution for their projects. 
Before going into analysis, first the products have to be analyzed interms of profitability.

General Term Loan

· Margin is higher than IPFF due to high risk involved in the business. Normally 5~7% margins are kept.
· 1% Provision is needed to be kept on the outstanding amount as par Bangladesh Bank Guideline. 

· Corporate Tax Rate is 42.5%. 
IPFF
· Margin is much lower than general term loan, normally between 3~4%. This is because the cheaper source of fund and the project characteristics – being a PPP category project.

· PFIs are working on to get exemption from 1% provision on outstanding amount. As a result, their balance sheet will show slightly higher income.

· Corporate Tax Rate is 42.5%

Preference Share
· Margin is low – generally 3~5%

· Since this is a form of investment, no provisions are needed to keep.

· Tax rate is 20%

5.1 The Model
For this purpose, the earlier Model’s Mix A will be used with an additional Mix of Preference Share. 
The Tenor of IPFF and General Term Loan will be as it was in Mix A – 10 Years. For analysis Purpose, Preference Share of different tenor will be taken to see the effect in income. For each year, the amount of preference share will be changed to see how it affects the net after tax income. 

It is to be noted that, since Preference Share is an Equity Product, it will increase the equity portion of the Client. As a result, earlier when the client needed a BDT 1400 million debt financing will now need less debt with increase in the amount of preference share. The reduced debt amount will then be distributed to IPFF (80%) and Term Loan (20%)

The following assumptions are made – 

· The Cost of Fund for IPFF is 6%. So, at 9% interest rate, the PFIs are having 3% margin. 

· The Cost of f\Fund for General Term Loan is 8% - yielding a margin of 5%

· The Cost of Fund for Preference Share is the same as Term Loan as the Lender is using its own source of fund.
	Table 24 : Net Income After Tax for Different Amount of Preference Share Financing

	Financing Amount in BDT
	Preference Share of Tenor

	Preference Share
	IPFF
	Term Loan
	3 Year
	4 Year
	5 Year
	6 Year
	7 Year
	8 Year
	9 Year
	10 Year

	0
	1,120,000,000
	280,000,000
	167,520,490
	167,520,490
	167,520,490
	167,520,490
	167,520,490
	167,520,490
	167,520,490
	167,520,490

	100,000,000
	1,040,000,000
	260,000,000
	162,941,407
	165,401,407
	167,687,032
	169,455,157
	171,228,074
	172,996,199
	174,764,324
	176,532,449

	200,000,000
	960,000,000
	240,000,000
	158,362,325
	163,282,325
	167,853,575
	171,389,825
	174,935,658
	178,471,908
	182,008,158
	185,544,408

	300,000,000
	880,000,000
	220,000,000
	153,783,242
	161,163,242
	168,020,117
	173,324,492
	178,643,242
	183,947,617
	189,251,992
	194,556,367

	400,000,000
	800,000,000
	200,000,000
	149,204,159
	159,044,159
	168,186,659
	175,259,159
	182,350,826
	189,423,326
	196,495,826
	203,568,326

	500,000,000
	720,000,000
	180,000,000
	144,625,077
	156,925,077
	168,353,202
	177,193,827
	186,058,410
	194,899,035
	203,739,660
	212,580,285

	600,000,000
	640,000,000
	160,000,000
	140,045,994
	154,805,994
	168,519,744
	179,128,494
	189,765,994
	200,374,744
	210,983,494
	221,592,244

	700,000,000
	560,000,000
	140,000,000
	135,466,912
	152,686,912
	168,686,287
	181,063,162
	193,473,578
	205,850,453
	218,227,328
	230,604,203

	800,000,000
	480,000,000
	120,000,000
	130,887,829
	150,567,829
	168,852,829
	182,997,829
	197,181,162
	211,326,162
	225,471,162
	239,616,162
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Figure 7: Preference Share Investment of Different amount and Different Tenor

From the table it can be seen that, for this particular mix, preference share of tenor 5 years have the same effect of no preference share in the mix. A preference share tenor below 5 years would reduce the net income with higher investment. If the lender bank wants to earn additional income, it has to invest in preference share for more than 6 years. With higher tenor the income tends to increase with higher investment.
Which Mix to choose depends upon lenders willingness as well as client’s capability. If the client cannot raise enough debt financing, then he can go for large amount of preference share. If client already has equity or has no problem raising debt financing; the lender might want to inject a small amount of preference share to earn additional income. By injecting BDT 300 million preference share for 8 years, the lender bank can earn additional BDT 15 million net after tax income.

6.0 Conclusion
Among the 5 available products mentioned, the application of only 4 are analyzed and described. Loan from Offshore Banking Unit could not be Mixed with any other products as it can be offered to a very limited sets of clients. The clients who are eligible to avail this facility, will not need any other products mixed with it as OBU offers the lowest rate.
Apart from these, SFU also provides Bond – which is another equity product like Preference Share.

6.1 Findings 

· IPFF seems to be a lucrative product due to cost efficiency and lower risk. It is a good solution for both the client (for lower rate) and for the banks (for cheaper source and 1% provision exemption). But since not all projects are eligible, this product cannot support those industries.

· Foreign Direct Investment through FOIs provide good solution with cheaper rate and covers broader selection criteria. But since it is a direct investment, banks cannot profit from it. Also, due to strong checks and analysis, many clients lastly fail to avail their fund.

· Preference Share is another good alternative. But due to lesser claim than debt, only small amount of lenders would participate in a syndication like this. Also, since the clients are not getting amortizing effect and paying interest for the full amount, they may not choose to avail it.

· No one mix can be said the best as every mix has positive side and negative side. Besides, matching with client’s cash flow, a bad mix may be found to be the only good solution for that particular client. 
17
- 1 -

www.AssignmentPoint.com

[image: image8.png]Corporate

Banking
Relationship Structured Investment g;ﬂﬁgg
Segment Finance Banking Unit

Chittagong
Dhaka Area A



