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REQUEST FOR PROPOSALS

Applications are invited from Local registered firms, individual consultancies or consortiums to pilot
financial products together with Family bank in Lessos Milkshedunder the KDSC program.

Under this solicitation, KDSCP, based on an open compsdire selection process, will award a
subcontract with a value of an agreed upon amount. If you dede to submit a bid, it must be
submitted in accordance with the attached solicitation ath received no later than the date and time
indicated.

The USAID Kenya Dairy Sector Competitiveness Program (EB)Sis 5-year effort to improve Kenya's
dairy industry competitiveness, implemented by Land O’Lakes, In¢h thie financial and technical
support of the United States Agency for International Developn#AID). The goal of KDSCP is to
increase smallholder household income from the sale of quality milk.

KDSCP is implemented through a range of activities grouped tgeatto three broad programmatic
components. First, the program will upgrade the capacity of the ddugtry to compete in local, regional
and international markets. Second, it will transform daimalfholder business organizations into viable
enterprises that supply quality milk to the market and fat#liaccess to critical services and inputs to
farmer-members. Third, the program will strengthen support nsarketreasing the availability and
utilization of market-link dairy business development sesjiteputs, technologies provided by business
service providers to dairy enterprises.

Land O’Lakes is promoting a milk shed development model wherebyothes will be to encourage
collection of 50,000 to 100,000 liters or more from multiple coldectienters within a given milk shed.
The milk shed development approach will maximize farm prodigtieollection and transport efficiencies
to reduce costs and install best quality assurance practices throughmilkished.

Land O’Lakes will facilitate the formation of strategiablic-private alliances with, and fostering dialogue
and negotiations between, leading dairy processors, Small Busirggsgzations (SBOs), financial service
providers, input and service providers, local authorities and dewelat partners to build sustainable milk
sheds. Critical to the success of this approach are stratigaldinkages—between farmers and SBOs,
between SBOs and processors, and between processors andtetpbeters—as well as strong horizontal
linkages among SBOs.

Finance has been a key challenge in the development of the $d38CP supports new and innovative
financing arrangements for the dairy sector by promoting finepomalucts targeting BDS providers and
BDS consumers. Examples of innovative financial services inahideo-leasing and biogas financing,
targeted sector lending by financial institutions, factorirgdpcts to increase cash flow to purchase input
supplies, equipment leasing, insurance products, and third padiy far@lities accessible through dairy
processors.

New financial products and services will be market-testedugh Business Innovation Funds. Best
practices for BDS financing, especially those that ine@easmen’s access to financial services, will be



identified and promoted through Business Innovation and BDS Solutiemstd: and will be made
available to the industry through the KDSCP Web site.

For the purpose of financial facilitation and pilot testing finalngervices in the Lessos Milk-shed, KDSCP
intends to contract a seasoned contractor/consultant to facHitatctivity.

Project: Developing Family Bank’s Dairy Finance Capacity
Family Bank is interested in re-launching its dairy product and in offeringlerwairy finance product
offering that will target the entire dairy value chain innia. The Bank strategically views the dairy
sector as important given its market position as a masgsetrand the potential dairy has in enabling
farmers to attain higher and more secure incongee Appendix for Family Bank’s Dairy Product

In order to deliver this financing, Family Bank aims to target milk balkehilling plant collectives and
cooperatives as Small Business Organizations (SBOs). nBpding these SBOs as apex institutions
for dairy farmers, Family Bank seeks economies of seafinancing and points of focus for credit
products that ensures efficiency, scale and importantly, aatgmmt for risk management when
lending to the dairy sector.

Family Bank intends to test its focused milk collective apph to the dairy value chain with a pilot
test within the Lessos Milk-shed in the North Rift Valleyk#nya. The pilot test will involve macro
and micro-level objectives that will build the bank’s capatit serve the milk collectives establishing
chilling plants in Lessos. The objectives of the pilot test ardleltas follows:

Il. Assignment Objectives:

Macro-Level - Lessos Milk-Shed Activities

- Coordinate and facilitate all the activities leading to piesting of Family Bank’s financial
services and products in the Lessos Milk-shed.
Identify and coordinate the key players for successful pdstirntg of the various Family Bank
financial products & services as identified by the stakeholders in& dditk-shed
Develop data that will inform the insurance underwriting patid@ a herd insurance product by
Kenya Orient Insurance Co. Ltd.
Integration of technology into Family Bank’s dairy product to supplettronic record keeping
that will facilitate credit underwriting against dairy production byrars.
Integration of technology into Family Bank’s dairy product teeffthe Bank’s interest in paying
out loan disbursements while receiving credit payments by mobile phone sdfapédsha product
Monitor & Evaluate the Dairy Product for refinement during the Lebithlsshed pilot test.

Micro-Level - Family Bank Capacity Building Activity

1. Product Development— Technical expert will develop a credit product appropfiatextending
finance to developing chilling plants to SBOs in the Lessos Milk-shed;

a. Visit SBOs to understand their business plans, governance anagament structure as
well as their financial health;

b. Research potential areas of finance intervention in thy dalue for Family Bank dairy
product development particular chilling plant finance.

c. Develop product(s) suitable for the chosen SBOs, based on resediogs and ease of
execution.

2. Client Appraisal Process- Provider will train FBL officers on how to appraise clemnd in
particular, development of an appraisal skill-set for agriculfirahce;



a. Work with Family Bank to train Family Bank credit officarsEldoret on the dairy finance
products developed from research in the Lessos milk-shed

b. Train officers on client appraisal processes and best practicesyiriance;

Train officers on SBO office and farm-level visits.

During implementation phase, provide technical advice to kaB#éink officers in the

client appraisal process

Qo

3. Dairy Loan Monitoring and Supervision - Provider will train officers on loan supervision and
collection and train manager on portfolio supervision;

a. Train officers on loan collection/supervision;

b. Train officers on delinquency management and necessary stepketdf tdient is in
default;

c. Train manager on portfolio supervision. Develop monitoring tochra®utput from the
cashflow management system to assist with portfolio supervision;

d. Coordinate bimonthly calls between Provider, equipment agent's Sugpiedit Team,
and the GBF team to develop long-term capacity of credit team.

4. Implementation — The Provider will work closely with Family Bank’s Elgd Branch to guide
the team through the evaluation, delivery, and monitoring of the first fevclBnts.
a. Supervise Family Bank’s Eldoret credit team in SBO appraisal process;
b. Assist officers in developing efficient and effective supéowvignonitoring routine;
c. Act as interim co-Portfolio Manager as the whole team, inotudildoret Branch
Manager merge pilot test products and results to normal bank operations;
d. Ensure that SBO officials are external champions for the Bankavelstaff trained to
assist in marketing, promoting and assisting in dairy finapg@aisals even after the
Provider leaves.

Integration of Pepesha mobile payments into dairy finance offering

.  SCOPE OF WORK

Organise an orientation program that will build the capacitgllo$takeholders to understand the
Dairy value chain, understand the enhanced dairy finance produeddit eppraisal, risk
management, farm visits, animal health, genetics and milk distributaomels

From consultation with Family Bank Head Office and EldoreiBhaManager develop selection
criteria for identifying potential SBOs and subsequently revigwieir strategic business plans in
collaboration with Land O’Lakes.

Prioritize funding activities as per their business and strategis pla

Support to FBL to develop capacity for dairy finance as perattwve-mentioned bank level
intervention.

Organise a forum with the Key partners (feed manufacturers, lsyppliers, the Processor
(Brookside Dairies), Family Bank, Limited, Kenya Orienturece Co. Ltd, SBO management
and share findings to prioritize on the roll-out of Family Bank fing@nproducts and insurance
services for promotion, delivery and assessment.

Support FBL to integrate their present e-products including M-PB&IK payment and SMS
Banking into the enhanced dairy finance product

Identify training gaps of the managers of selected SBOs and faditigateraining.

Organize a successful commercial publicity launch of the Product.

IV. DELIVERABLES

Deliverables under this consultancy will include the following.



A core-competency in dairy finance developed within the CrEelfim at the Eldoret Branch of
Family Bank.

A train-the trainer competency developed which allows the Bidnanch Credit Team to extend
capacity to other Family Bank branches in other milk-sheds.

Dairy Finance Credit Training Manuals with input into the Bank-leveti€idanual.

A finance application to Family Bank to underwrite at least chilling plant in the Lessos Milk-
shed.

A report to Family Bank and other stakeholders containindnalbttivities leading to a successful
launch of the various financial products as per the scope of work.

Launch of Family Bank’s targeted Dairy Product for farmeltectives such as milk collection
centers, bulkers and cooperatives under KDSCP.

Integration of Record Keeping and Mobile Payments Technology Fammily Bank’'s Dairy
Finance with learning for other agricultural products.

Integration of Herd Insurance with Kenya Orient Insurance Co. Ltd.

V. Time frame and proposed Level of effort

This assignment will take place within a period of 30 man daysad over a duration of 3 months. This is
a facilitative assignment. You are expected to identify Kimkeholders and then identify their needs to
have a successful launch of the product. The total cost on asltashg basis will be determined and

subsequently KDSCP contribution will be estimated as part of your budget.

Proposed timeline guide:

SUGGESTED
ACTION DATES
Day-Long Project Launch Briefing by Family Bank Balfeam and Land O’Lakes May', 12010
Set Up of Project Office in Eldoret in Liaison wiamily Bank Branch Officials May'4gh
2010
Meetings with identified SBOs for Family Bank paatship and financing May 115"
2010
Review business plans of SBOs, Cooperatives, Coniat&ervice Providers (such as Al Until End of

technicians, etc) or interested stakeholders iradn provision of dairy performance enhanc May 2010
goods and/or services to farmers, and that arengitb invest in stock, implements, dairy-

related equipment, machinery or services througgmiting from Family Bank.

Review business plans of SBOs and Cooperativedvimgoin milk bulking and refrigeration  yniil End of

and that are willing to invest in cold chain pléatilities financed by Family Bank. May 2010
Review potential lowrisk credit finance activities at farm level for 8Bnembers including he yniil End of
improvement, genetics and feed supply. May 2010
Building Bank Capacity for Product Development, @iré\ppraisals, Monitoring, Evaluation  jyne 1-july 31,
and Implementation at Family Bank. 2010

Review credit financing products and processe$\fater Harvesting Technologies and July 7-31%,
Biogas Finance with SBO members. 2010

Support FBL and subsidiary insurance agency (Dhanhasurance Agency) with the July 1£31%

development of MIS; and an effective distributiondal for micro insurance products from 2010
Kenya Orient Insurance Company Ltd.

Stakeholders Forum Early July

2010
Launch of Commercial Dairy Product at FBL Branclesintrywide August 2010



VI. Application Submission Requirements:
All interested candidates will submit their proposal organised as fllow

1. Technical proposal (not exceeding 15 pages). The technical proposkl seflect how the offeror
will undertake all the tasks in the Scope of work.

The offeror will provide a detailed plan of specific actestand timetable for
carrying out the assignment.

2. Financial Budget The offeror shall propose a realistic cost aifor this assignment, including
a breakdown of the budget and justification of expenses. The budget shall
include only those costs that can be directly attributed to atttevities
proposed. (with explanation of line items) Bidder must show existefce
financial and administrative systems to adequately accouBAI and
GAAP) for funds provided under this assignment.

3. Personnel The offeror shall list and briefly describe the nathgualifications of the
consultant(s) proposed to work on the assignment. (CVs of proposed personnel
to be included in an annex)

4. Experience of the firm
A two to three page capability statement (Typically includimganizational
overview, technical representatives and qualifications of &iatarry out the
assignment.

All interested applicants must provide a list of all consagjrants, or
cooperative agreements involving similar or related assignmehe last one
year before this application submission. Reference informatiast mclude
the location, award numbers if available; a brief descriptddnwork

performed; contact with current telephone numbers.

VII. Criteria for Evaluation:

Proposals will be evaluated according to the following Criteria
1. Technical approach and methodology (40%)
2. Proposed Personnel - ability to address different components of the assigzifent (
3. Relevance of the firm or organization’s core capabilityshiase to service request, and capacity to
implement or manage the assignment and funds awarded (15%)
4. Budget Justification, Cost Realism (25%)

The KDSCP is authorised in accordance with the US Foreigstasse Act and USAID Contract # 623-C-00-
08-00020-00.

Grants/Contracts will be administered in accordance with provisiongigedtin ADS Section 302.5.6, “Grants
under contracts” ADS Chapter 303, “Grants and Cooperative Agrggnmenon- governmental organizations”
and within the terms of the USAID standard provisions applicableoh-US, non-governmental recipients.
Information on these provisions can be assessed through the US#dal website atww.info.usaid.gov
“Business & Procurement” section. Per ADS section 302.5.6(f), Cootsé@Grantees are authorized to execute
cooperative agreements on USAID’s behalf.




KDSCP and USAID/Kenya reserve the right to fund any or nonleeofpplications submitted. Registered local
firms and organizations interested in implementing this assighare requested to submit a proposal (typed no
smaller than 11-point font) Wyriday, 26™ 12.00noon March 2010 the Grants Manager at:

Land ‘O’ Lakes Inc.

Peponi Plaza, Block B Second floor
Off Peponi Road Westlands

GPO 45006-00100

Nairobi, Kenya

Submissions must be in Englishd typed single-spaced on standard 8 1/2" x 11 or A4 (2 10 x 297ymen) t
white paper. Submissions must contaime single-sided hard copy originalof the proposal (each with a
complete set of appendices/attachments where applicablejwandopies The original should be "photo
ready, " i.e., printed on one side only and unbouflil pages must be numbered and include the RFP reference
number and name of organization on each and every page. Hard @pgither be submitted in person or at
the Land O Lakes mailing address, however these must beedc® later than the deadline specified above.
In addition, an electronic copy of the proposal should be subitted either on a diskette/CD or through an
email tobids@landolakes.co.ke

Please include the name of the person in your organization whbeninvolved with the subcontract/grant
application as well as your telephone, fax and email contact.



APPENDIX

PROPOSED REVIEW OF FAMILY BANK"S DAIRY PRODUCT

BACKGROUND

Current
FBL
Products

Currently, there are some products and services that dairgriaare able to enjoy. There are 2 main products that ardoyg

the farmers.

1. TheMwananchiAccount — This is the flagship account that was recesthiewed to make it attractive to the mass

The features of the account include the following;

a.

® oo o

Affordable - No Ledger Fees or maintenance fees.
No opening / minimum balance

Hassle Free - No need to fill deposit/withdrawal slips with the FaBdahk ACCESS Card

Processing of remittances such as milk payments

Easy Account Opening requirements and procedures
I. Easy Account Opening through the Mobile Phone
Il. Free photo taken during account opening.

Easily Accessible through our:
I. countrywide Branch Network of over 49 branches, and
II. over 170 Family Bank & Kenswitch ATMs

Easy banking through Mobile banking Service.
I.  Loan repayment from your MPESA into your Family Bank account.
II. Sending of money from FBL ATM to an MPESA account.
[ll. Have SMS notifications on account transactions
IV. Purchase airtime using cash from your account — Safaricom
V. Request for balances

Account statement available on request.

Shopping at selected retail outlets usingAlkeess Card

Personal Accident Insurance benefit is available.

sed

eS.




k. Access to Dairy Loans

2. The Dairy Loan Product — This is a loan product that is tedget small scale dairy farmers. It is largely a consymer

loan than agriculturélThe features are as follows;
a. Maximum loan amount - Kes 100,000 reviewed to Kes 200,000 in January 2010
b. Repayment frequency — Fixed monthly installments
c. Maximum repayment period — 12 months
d. Interest rate — 15% flat rate
e. Processing fee — 5% of the loan amount
f. Insurance —
g. Ledger fees on loan — Kes 200

The Gaps

There are several gaps that have made the product uptakeebémy. Most of these gaps are mainly in the credit prodsict

identified by customers and staff in Survegsenducted and Focus Group Discussions (F&Ds)
I. Limited repayment period of 12 months
II. High interest rate that is flat-rated
lll. High processing fee
IV. Product design does not cater for fluctuationsMajani Plus
V. Lack of marketing strategy for the product
VI. Lack of credit staff in branches
VILI. Inadequate product knowledge by staff and customers
VIII. Distance from the farm to the nearest physical FBL branch.
IX. Lack of an established relationship with stakeholders e.g. the processors.

Specialized
Dairy
Product

The current credit product has had a low uptake and has mainly settidsort-term needs albeit expensively due to the
charges. The dairy farmers have medium and long-term needstbdtef need to review the product to address these 1
The farmers needs include the following;
l. Consumption needs such as school fees, medical expenses, other domestic needs
1. Inputs
a. Seasonal inputs — fertilizer, certified seed
b. Herd improvement
c. Cow purchase
d. Feed restocking; concentrates / minerals, bulk feed.
II. Infrastructure

a. Barns, Sheds, Feed storage

! Family Bank Product Mix Reviereport— September 2008, pp43
2 Staff survey for selected branches (Gatundu, @ihu, Kangari, Kangema, Kiambu, Limuru, Molo, Tajk 2008
% Family Bank Product Mix Review repeftSeptember 2008 pp 39 - 40

high
eeds.
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V. Purchase of machinery and equipment
V.  Transportation

These are the needs that have been identified along theckaurewhich FBL wishes to make interventions. For FBL terq

financial services that address the above needs therebghallneed to partner with stakeholders in the industry su

Processors, Farmer Organizatihmdevelopment Partners, NGOs etc to assist in the process.

Partnership

The partnership draws heavily on the Bill and Melinda Gateddibf development that focuses on provision of products
services to the farmers through innovation (technology) therefopowering the farmers by increasing household income
savings while at the same time is reducing risks dueakanity. The following are the potential partners thatehbeen
identified to be able to launch a holistic product to the dairy farmers.
1. Telecommunications companies — Safaricom, through their MPES#cesewill assist in ensuring that FBL financi
products are offered to the farmers at convenient location therefore Hawidigry farmers’ time and money.

2. Farmer Organizations — These shall be identified from artiemgurrent ‘Milk Sheds’ The organizations are formg
out of a common goal which is usually to increase production and household incomes.

ff
ch as

and
and

al

2d

3. Milk Processors — Currently identified as Brookside Dairyitéch These are important since FBL will rely on them to

remit the milk payments for milk delivered.

4. Development partners — Land O’ Lakes shall spearhead this drieeviistrumental in offering technical support pri

to lending the diary farmers.
5. Insurance Companies — Kenya Orient and other insurance companiesrshahjunction with Bancassurance Unit -

10r

be

th.

instrumental in offering insurance packages that will be able to cushinark&aim the event of a calamity such as dea

* Includes Self Help Groups, Dairy Cooperativesniarowned limited liability companies
®> Comprises of milk collection centers within a gesgghical region. The proposed pilot ‘Milk Shedlisssos

11
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REVIEWED DAIRY LOAN PRODUCT

Ps Recommendations Implications
Product — | Purpose The PDT will need to decide on what to do with the
Design This loan product targets the dairy farmers who wish to ingtbeir issue since they are not covered on the insurance.

(Features-terms|
and conditions
e.g. security
repayment
period,
frequency,
Benefits)

farming enterprise and therefore increase their volume of
productions and income derived from the dairy enterprise.

ibility

Elig
- Must have at least 2 dairy cattle.

Must be a member of a farmer organization (This is requirereent

meant for the pilot. At the roll-out phase individual farmerk e
eligible)

Must be above 18 years and preferably below 65 years (Insu
may not be applicable for persons above 65 years)
Must deliver the milk to Brookside Dairies

An FBL account holder or a diary farmer with history of mi

delivery.
Demonstrate ability to pay
Alternative source of income an advantage

Loan Amount
Minimum — Kes 10,000
Maximum — Depends on ability to pay
(Need to consider a percentage of purchase price for equipn;
cow purchase etc to be developed in USAID Pilot Test)
Mode of Payment
There shall be 2 options available but all will be on fixed mgn
payments.
Installments recovered automatically from customers account
Check-off from the processor (Brookside for the pilot)

Period and expected nature of credit requests
Short-term needs e.g. - Maximum of 12 months.
0 Seasonal inputs
Feed stocks
Cow purchase / herd improvement

milk LOL project manager to identify the preferred farn
organization in ‘Lessos Milkshed’ for piloting.

MOU with Brookside needs to be signed to allow
partnership between FBL and processor.

FBL will need to build capacity to lend to large sc
farms especially after roll out since they will tend
borrow large sums of money.

rance

k

ent /

thi

(0]
(0]
[0)

Simple implement / equipment e.g milk buckets, milk cans

age

ner

for

ale
to
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Ps Recommendations Implications
0 Low cost infrastructure
Medium-term needs e.g. — Maximum of 24 months
o0 Equipment e.g. mechanized chopper, milking machine
o0 Cow purchase / herd improvement
0 Medium cost infrastructure
Long term needs e.g. — Maximum of 60 months
o Equipment e.g. tractors, specialized equipment
0 High cost infrastructure e.g. milk parlour, cow barns
0 High quality cow purchase
0 Land acquisition for dairy expansion
Security
There shall a wide range depending on the duration and amount to be
borrowed. The following shall be considered
Letter of Undertaking / Irrevocable instructions / payslip
Chattels
Log book
Title deed
Share of companies listed in the NSE.
Price -how Proposed interest rate. Finance will have to undertake Sensitivity Analysig to
competitive, 15% p.a on a reducing balance basis price the product appropriately.
justification  for Research to do a competitor analysis on other
these(interest | Negotiation fee competitors’ products.
rates and other. 29 of the amount to be processed
charges)
Group Creditor Insurance
Current rate on loans applies
Promotion- Marketing MOU between FBL and LOL (USAID) needed.
marketing Pilot Phase Need to procure services for design of promotignal
materials, tariff - Initially, close collaborations with Development Agencies (DQL materials.
guides and processors to choose the pilot farmer organization will.beMarketing strategy for the product needs to be done
(availability, critical. especially at roll-out phase.
language, For the pilot, restricted communication shall be employed to gvoid
communication- disappointing other farmers who are not in the pilot. Use afsflie
USPs, tagline will be a preferred mode of communication for control.
benefits

14



Ps Recommendations Implications
statements) Roll-out phase
- Farmers will be contacted at various strategic pointsh sas|
collections centers, field days, dairy forums etc.
Marketing materials shall be designed and produced. This [shall
include fliers and posters to communicate about the product.
Use of local FM stations.
Product Name
(To be picked)
Unique Selling Proposition
Benefit Statements
Low interest rate on reducing balance.
Longer repayment period of up to 60 months.
Higher loan amounts.
Availability of check-off payments.
Insurance on death or permanent disability.
Flexible security requirements.
Placehow The Pilot shall be done in Eldoret and Kapsabet branches whichStaff need to be communicated to prior to introduging
accessible is the  cover the Lessos ‘Milk shed'. the product both in the pilot and roll-out stage.
product to thg . On roll —out, the facility will be available in any FBL brénc- Training of staff will be critical
target market) countrywide.
Once CBK guidelines are put in place, FBL Agents will glsy a
big role in access to financial services.
Physical Dairy Loan Application Forms — designed to facilitate appragal: Need to design new forms for appraising dairy
evidence- dairy enterprise enterprise.
Account Letter of Offer - given to the customer on approval of loan facilify- Need to procure services for loan application forms.
opening forms Loan Statement — to be given to farmer on request.
transaction slips
People products| Pilot phase Need to boost the capacity of credit in pilot branches
knowledge/ - A Project Manager shall be appointed to work on the pilatugh and eventually with the whole organization to ensure
awareness, LOL. The project manager is to assist in the technicaéas of success of the credit product.
ability to pilot. - Early communication to branch staff befare
communiclzlalte X Eldoret and Kapsabet credit officers to be trained on the project. =~ commencing the pilot and the roll-out
cross sell the
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Ps Recommendations Implications
products to the - A working committee based in the region to be constituted to
target market monitor the pilot and appraise customers.
On roll-out

All FBL staff shall be informed on the product and a desaoniptf

the product done

An official circular from the Head of Credit shall be weitt with

details of the product and the processes involved.

The credit staff in the branches begin receiving and appraising t

loans as guided by the Credit Department.

Positioning The dairy loan product offered by Family Bank is the most Need for a proper marketing strategy.
perceptions  of preferred product among other products being offered| by

the products competition.

from the| . Staff need to embrace the product and view it as a means of

clients'/staff empowering the farmer grow income.

point of view.

Process How
the product is
delivered / steps
involved.

5

FBL Account - holders
1. The borrower opens an account in their preferred FBL brang

already an account holder, the same account can be used to
the turnover.
Loans are to be based on the account turnover.

a. For FBL account holders, the current account will
assessed to determine their ability to pay.

b. For new FBL account holders, they will be required
furnish the Credit Officer with certified barn
statements from their current bankers.

The borrower will seek a confirmation from the farmer organiza
allowing him to borrow.
The borrower will then fill an application form giving all tf
necessary details required for processing.

The Credit Officer will do physical visits to assess théryd
enterprise and the assets to be used as collateral.

A committee comprising of the Credit Officer and 2 branch offig
and the Project Manager will review the application and an
recommendations.

Depending on the branch credit limit, the application will

h. Ifelement of check-off.
gau@®edit may need to appraise the farmer organizatid
before lending to its members.
Credit officers need to train on what to look for wh
be appraising a dairy enterprise.

to
k
tion
ne

a

ials
nak

be

forwarded to the Credit Manager at the Head Office for approva

Al
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Ps

Recommendations

Implications

8.

9.

For Non-account holders

1.

2.

The money will be credited to the borrower's account
withdrawal.

The borrower will be make arrangements to payback as pe
terms and conditions

The borrower will obtain a certified statement / paymeipt fsbm
the processor with 6-month detail on milk delivery.

The borrower will seek a confirmation from the farmer organiza
allowing him to borrow.

The borrower will then fill an application form giving all the

necessary details required for processing.

The Credit Officer will do physical visits to assess théryda

enterprise and the assets to be used as collateral.

A committee comprising of the Credit Officer and 2 branch offig
and the Project Manager will review the application and an
recommendations.

Depending on the branch credit limit, the application will
forwarded to the Credit Manager at the Head Office for approva
The customer opens an account with Family bank accoun
purposes of disbursing the loan.

The money will be credited to the borrower’'s account
withdrawal.

The borrower will be make arrangements to payback as pe
terms and conditions.

for

r the
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COMPETITOR ANALYSIS

8Ps Family Bank Cooperative Bank Equity Bank
Product —Design| Eligibility Eligibility Eligibility
(Features-terms andrFarmers who have accountindividual Account holders of Equity Bank

conditions

security repaymentto established processq

e.g

with FBL and deliver milk

Original ID & copy
r&roof of having delivered mil

Dairy farmers supplying milk t
New KCC

period, frequency, such as KCC and Brooksidd¢o New KCC for 6 consecutiveFarmers in  commercial daif
Benefits) for a minimum of 6 months. months farming
Amount Proof of having maintained gnAmount
Kes 5,000 - 100,000 account with any bank for atDepends on the ability to pay
Mode of Payment least 6 consecutive months | Mode of Payment
Monthly fixed installments | Non-account holders eligible | Period
Period 12 months
12 months SACCOs Security
Security Proof of having been in
The pay slip provided by | operation for the last 2 years | Partnership
the processor Proof of having delivered milk New KCC
Signed Letter of to New KCC for 6 consecutive
Undertaking. months
Irrevocable instructions Proof of having maintained an
form account with any bank for at
Partnership least 6 consecutive months
None. Exploring SACCOs without account cgn
partnership with Brookside|. apply.
Amount
Individual: 10k — 500k
SACCOs: Max 5M
Mode of Payment
Period
Individual: 12 months
SACCOs: 36 months
Security
Partnership
New KCC
Price -how | Interest rate. Interest rate. Interest rate.




8Ps

Family Bank

Cooperative Bank

Equity Bank

competitive,
justification for
these(interest rate

15% flat rated
Negotiation fee
5% of loan amount

18% reducing balance
Negotiation fee
3% of loan amount

10% flat rate
Negotiation fee
1% of loan amount

and other charges)| Group Creditor | Group Creditor Insurance Group Creditor Insurance
Insurance

Promotion- Marketing Marketing Marketing

marketing Not much Adverts in newspaper, fliers | Fliers, field days, agricultura

materials, tarifff Product Name Product Name shows, collaborations with MOA.

guides (availability, Product  currently  not Maziwa Loan Product Name

language, branded Benefit Statements None

communication- Benefit Statements Higher amounts for bothBenefit Statements

USPs, tagline individuals and SACCOs Convenient

benefits statements) SACCOs are eligible Accessible

Longer repayment period fg

prFlexible security requirements

|

SACCOs Quick processing and disbursement
Fast processing of loanReady market for all your milk
application Better value for your milk
Non-account  holders can
apply (Individuals and
SACCOs)
Placehow Available in all FBL| Available in all branches Available in all branches
accessible is thebranches countrywide countrywide. countrywide
product to the Coop more outlets than FBL | Equity has more outlets than FBL
target market)
Physical evidence- Letter of Offer Letter of Offer Letter of Offer
Account  opening Loan application form Loan application form Loan application form
forms, transaction
slips
People  products Equity has invested heavily [n
knowledge/ building capacity in Credit which is
awareness, ability a competitive edge for them

to communicate
Cross sell the
products to the

target market
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8Ps

Family Bank

Cooperative Bank

Equity Bank

Positioning-
perceptions of thg
products from the
clients’/staff point
of view.

The product may

> adequately
issues of the farmers sin

address

no
t

ng@urchase farm
cenachinery and

it's expensive and the termsievelopments in

are difficult.

t Maziwa loan can be used

order

succeed in the dairy industry.

o

tdRepay your loan with milk.
inputs,
other

Process How the
product is deliverec

)

/ steps involved.

RISK MATRIX

RISK

DETAILS

MITIGATION

Industry risks

Market risks

Partnership risks

Production risks

Price Risks

Diversion of Funds
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Family Bank's Pepesha Pesa Product that will integrated into § Dairy Offering in Lessos

The Safaricom MPESA product Paybill allows Family Bank to ikecéoan payments from our customers,
remotely. Family Bank has been assigned a 6 digit code dswedk to as Business number 222111 for
Safaricom.

The implication of this product is that 14 million Safaricom mobilscribers in Kenya may use the Family
Bank Pay bill business number on their handsets to make paytmémésBank without visiting the bank. With
approved CBK approval, Family Bank can even use the servidepasit mobilization. The positive aspects
of the Product are as follows:

Convenience— Family Bank customers are able to send cash to the bamly gime, any day. They
only need MPESA accounts and accessibility to an M-PESA Agent.
Extensive Network— Family Bank customers are saved from the trouble of tnagdbng distances
with cash to access the branch and may use the 15,000 MPES#nateork in every locality in the
country.
Security — Adequate security measures are built into the MPESA system.
Real Time — MPESA system is web based and thus you will be able wsaaeal time status of
MPESA transactions and therefore update customer records in good time.
Customer Friendly — MPESA is easy to use and the vast majority of Kenyans dlea@dy interacted
with the service.
Cost effective— administrative overheads work out cheaper with the use of MPES#omers will
equally find it cost effective to use MPESA and will therefinteract with the Bank and use other
transactions without price sensitivity.

Sample Process and Advertising

AN
B Famil
gBank ___y

—pEPESHA

9 = _ | any time,
-PESA
ot
Now you can repay your Family Bank
obligations through your mobile phone

Choose - Enter the W% Enter e Lastly, :

" PAYBILL %% Fomily Bank %% voum %% SEND YOUR =

L Number &r  Accounr Je MONEY =

222111 L3 Numeer 77  directto 1
> eg. 221001 JF your

.............................................................

Pepesha Pesa Leo! M-=PESA

Family Bank... Positively transforming life since 1984




About Family Bank Limited

—

Family Bank Limited was founded as a building society in
1984 and is today a public limited liability company duly
incorporated in Kenya under the Companies Act,
Certificate of Incorporation Number 124197, and
registration number is C. 34/2007. The Company was
granted a banking license on 30th April 2007
(002/BSD/03/11/2009).

Silver Jubilee

Famil
Bank y

e

This license enables the Bank to carry out banking businessnyakin accordance with the Banking
Act (Chapter 488 of the Laws of Kenya). The banking license hasreeewed annually as required
by the Banking Act. Municipal Council licenses are also issueghtt of the branches in accordance
with applicable laws and regulations.

Family Bank Limited’'s roots go back to 1984 when it was regest as “Family Finance Building
Society” under the Building Societies Act (Cap 489 Laws ofiy@®. Since its inception, the Bank’s
objective has been to reach the lower end of the market, ttogsi$ salaried workers, small scale
farmers and Micro Small and Medium Enterprises, (MSME’s).

Today, Family Bank Limited is a fully fledged Commercignk following its conversion on 30th
April 2007. The Bank continues to serve the low to medium income edanges market. From one
branch in 1985, the Bank has grown to be a bank with 51 branches in both ndbaurad areas
countrywide covering seven out of eight provinces in Kenya.

The Bank’s extended banking hours are complemented by 90 AutomatedViadtenes (ATMs) and
200 within the Kenswitch network and a comprehensive mobile barskiitg that provides 24/7
banking, facilitates account alerts and deposit and withdrawalndsfusing the money funds transfer
platform, M-PESA.

The Bank’s key competitive advantage is its lending model asghmer intimacy. The Bank has been
successful in targeting youth and women groups while also balamisngith targeted micro-lending
to individual borrowers at the lower income segment. This product emie mix is unique in the
Kenyan banking sector and is the nexus of growth.

Indeed as at December 2010, Family Bank Limited had an assebfolésks.13.49 billion, a deposit
base of Kshs.10.49 billion, a loan portfolio of Kshs.7.67 billion, its cordatagiiKshs.1.89 billion and
a customer base of over 750,000 served by nine hundred and fifty-three (953) employees.

a KENYA ORIENT
' INSURANCE LIMITED
YOUR ULTIMATE SAFETY WET

About Kenya Orient Insurance Limited

Kenya Orient Insurance Limited was incorporated in 1982 by theatdm Group of Dubai. Kenya Orient
Insurance Limited later changed hands in 1988 to a Kenyan-owned investor group.
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The re-birth of KOIL goes back to October 2004 when a Family Bdfillate acquired Kenya Or, when the
transfer of the firm to the new owners, was completed. The chang&nership resulted in both Board and
Management changes. These changes created a new vision fomiyeng, a vision of Delivering World Class
Service to our clients, intermediaries and all other business atesowiithin the greater East Africa Region.

The new leadership determined that Customer Service and NewcPBmltelopment would be the key planks
in business growth and development. A huge premium has now been placed on broker and agienslyijpsla
informed by customer expectations. KOIL offers insurance prodiu@h general insurance classes and has 9
branches across Kenya.
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