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ABSTRACT 

In the case of Ayeyarwady Bank, this study explores the determinants of effective 

loan repayment performance of project financing. The study used descriptive structure 

and approach to quantitative research. Secondary data which are taken from the records 

of individual borrowers of AYA Bank. The total population was twenty-five (25), of 

which 13 (53%) were actively supported (non-default) projects while the remaining 12 

(47%) were unsuccessful (default). The variables used in the analysis are project 

manager’s managerial experience, availability of raw material, equity to debt ratio, loan 

processing time, number of project follow-up, project implementation duration, and debt 

service coverage ratio. The paper reveals that project managers’ managerial experience, 

loan processing time, number of project supervisions / bank follow-ups, equity-to-debt 

ratio, lag in duration of project execution are significant determinants of AYA's funded 

projects ' loan repayment results.  

The study's policy implications suggest that Ayeyarwady Bank should intensify 

its project monitoring and follow-up work to make well-informed decisions and provide 

technical assistance to its loan-assisted projects; increase borrowers ' debt-to-equity ratio 

to make borrowers more ethically accountable; pay due attention to minimizing the 

bureaucracy that delays the loan processing time critically analyze the project 

implementation period at the time of project evaluation and enhance its project 

implementation capacity; identify and address the root causes of project delays, project 

managers' managerial experience and management type, among others. 
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CHAPTER I 

INTRODUCTION 

The definition of financing is any financial facts of a bank that result from a 

bank's direct or indirect loan or promise to advance funds to a person that are 

conditional on the person's obligation to repay the funds either on a specified date or 

on interest-bearing demands (Adrian & Ciornelis 1990). 

Since the loan portfolio is the largest asset and the predominant source of 

revenue, effective management of the credit feature is necessary for the stability and 

soundness of the bank (Adrian & Ciornelis 1990). 

Financial sectors play a key role in a country's growth and development. 

Banks are one of the financial institutions that play a role of intermediation by 

mobilizing money from those who have excess funds and lending it to others who 

need it for their investment. As a result, supplying borrowers with credit is one way 

that banks contribute to economic growth, ensuring that the money available in the 

economy is used for efficient and fruitful project purposes that can also stimulate the 

economy. Consequently, proper credit management has a positive effect not only on 

the efficiency of the banks, but also on the borrower companies and a nation as a 

whole. 

For this purpose, credit policies that are rules and procedures put in place to 

ensure smooth operations are controlled by bank lending. Bank loans carry the 

possibility that the creditor will not be able to pay or willing to fulfill their 

commitment if not properly assessed (Martin, 2007). Banks accept deposit from the 

public against which they provide loans and other forms of advance and bear a burden 

of holding this deposit in order to lend. Banks are engaged in lending to generate 

revenue. Margin, interest, fees and commission are the main source of revenue 

(Martin, 2007). 

In addition to the temptation to extend credit and generate revenue, banks need 

to recover the principal amount to ensure the depositor's fund's protection and prevent 

capital erosion. Therefore, bank lending must consider interest income, fund 

expenses, regulatory requirements, and depositor needs, as well as the risk associated 

with loan proposals. For these purposes, banks have developed overtime credit 
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policies and procedures that stipulate the method of lending. Among other aspects, 

this process includes the credit appraisal, reporting, disbursement, and lending process 

control and recovery. Banks have, however, continued to face an average annual 

write-off of between 20-40% of bad debt (Martin, 2007). 

AYA Bank plays a critical role in a country's growth and development as one 

of the financial institutions. The aim of the Bank is to provide customer-focused 

financing to viable ventures in line with priority areas of government by mobilizing 

funds from domestic and foreign sources while ensuring organizational sustainability. 

The ability to collect the amount of loans disbursed to the company is therefore 

essential to the long-term survival of project funding institution such as AYA. 

AYA continues to provide comprehensive financial support to the main 

economic sectors of government, i.e. high-luxury hotels, bridges, highways and 

others. AYA remained committed to assisting the country's development efforts by 

making use of financial resources for viable projects in line with CBM policies. The 

provision of loans to lenders, however, is not an easy task; this is due to the Bank's 

high financial risk as a result of failing to recover the customers ' disbursed loans. The 

Bank has been providing project funding in infrastructure sectors such as hotels, 

bridges, jetty and oil tank terminals and extractive industries since its establishment 

until now. Therefore, through different methods, this paper examined the determinant 

of positive loan repayment performance in project financing. Project finance is the 

long-term funding of infrastructure and industrial projects based on the project's 

estimated cash flows rather than the sponsors ' balance sheets. Usually, a funding 

structure for a project involves a number of equity investors, known as' sponsors,' a' 

syndicate' of banks or other lending institutions providing loans to the operation. They 

are mostly non-recourse loans, which are collateralized by the project assets and paid 

entirely from project income, rather than from the general assets or creditworthiness 

of the project company, a decision in part backed by financial cash flow. The 

financing is typically secured by all of the project assets, including the revenue-

producing contracts.  

 

 

https://en.wikipedia.org/wiki/Infrastructure
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It is necessary to mitigate the risk and ensure borrower to pay the principle and 

interest on a regular basis to understand how bank structures as they initiate project 

financing. Any or more banks may participate as a syndicated loan based on the size 

of the project and the funding criteria. In this article, therefore, the key factors in 

project financing and the factors that makes effect on repayment. 

1.1 Rationale of the Study  

Myanmar is also a worldwide emerging market and developing country. 

Myanmar is in urgent need of closing its infrastructure gap, integrating with the world 

and working with its neighboring countries to gain economic growth from these 

initiatives. Myanmar's infrastructure deficit, worth $120 billion between now and 

2030, according to the Asian Development Bank (ADB). Myanmar, with its urban 

population growth which expects an additional 10 million people in the cities to grow 

faster than spatial expansion, requires an additional $320 billion in infrastructure 

investment to fix its endemic poverty (Myanmar Annual Report, ADB 2018). 

There are big infrastructure projects, estimated it cost at around US$750 

billion per year for oil & gas, transportation, telecommunications, water treatment, 

and sanitation during 2010–2020 (ADB/ADBI 2009) in Asia. Bank's role is very 

important in developing the project through funding, as Asian markets do not have 

many sources of funding for much-needed infrastructure projects. 

Understanding from attending Myanmar Investment Summit 2019, there are 

70+ State and Region country infrastructure projects are yet to be developed in near 

future. Moreover, Upscale Luxury Hotels, Dry Port, Executive Residences, High-end 

malls and others have been developing to improve the living conditions as the country 

development projects. Lack of fund has been one of the major problems militating 

against the progress and growth of Myanmar economy. There are many ways of 

solving issues of providing adequate funding to the business in Myanmar, however 

the purpose of this thesis, this will examine on project financing. 

 Effective loan repayment control is critical to the banking sector's sustainable 

and healthy growth, especially for those primarily engaged in loan provisioning. In 

other words, it is necessary to properly examine the determinants of good loan 

repayment performance in project financing because these factors directly influence 

the sustainability and sustainable operation of such institutions. The investigation of 
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the major determinant for the effective repayment of banks ' loans is therefore 

particularly important for banks ' project financing.  Any loan issued by a financial 

institution is generally provided at an expense, called interest on the debt, which is the 

lender's primary motivation to participate in this loan operation. And in such a loan, 

each of these obligations and limitations are implemented by a contractual 

arrangement or loan agreement between these participants that clearly sets out the 

game rule decided by both parties on the various aspects including purpose 

disbursement plan, repayment period and loan-related charges. Therefore, the main 

purpose of this study is to examine determinants of effective loan repayment 

performance and explore the determinants of successful loan repayment by taking 

financial data from AYA Bank from a project supported borrowers. Research results 

will allow the Bank to know and act accordingly on the main research for successful 

project financing. 

  

1.2 Objectives of the Study 

This study set the objectives which are as follows: 

1. To identify the services of project financing in AYA bank 

2. To analyze the factors affecting on successful loan repayment of project 

financing of AYA Bank 

 

1.3 Scope and Method of the Study 

While macroeconomics has a huge impact on the performance of loan 

repayment, the analysis is limited to specific factors of the bank. The study has 

therefore explored specific factors of the Bank that analyze successful loan repayment 

in project financing. The study therefore covered the repayment aspect of AYA Bank 

and concentrated on the variables such as loan processing time, number of project 

follow-up, delayed project implementation period, project manager's managerial 

experience, equity to debt ratio, availability of raw material and debt service coverage 

ratio. Borrower data were only collected for the projects financed by the Bank during 

the fiscal year 2014/15 to 2018/19.  

This is because the credit terms of the funded projects were either medium or 

long term, as a result, to assess the project's success or failure variables, it is 
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compulsory to go back to the project's loan period to check the current status. .The 

researcher used the secondary data only. There are 5 credit officers from Head Office 

AYA Bank who responded to the questionnaires. The scope of the study was 

restricted only to borrowers from AYA Bank's Yangon and Mandalay region, due to 

the Head Office loan portfolio taking a lion share that is 70% of the Bank's project 

loan portfolio. Therefore, this thesis describes substantial relationship between 

successful repayment of loans and the above mentioned factors has been checked in 

the analysis. 

 

1.4 Organization of the Study 

This study consists of five chapters. Chapter one includes introduction, 

rationale of the study and scope and method of the study. Chapter two describes the 

theoretical background relevant to the subject, the most important elements and 

sections useful for further study, and Chapter three focuses a general overview of the 

financing of the project and its structure, its purpose and objectives, and the profile 

and practices of AYA Bank. Chapter four addresses the paper's part of the analysis on 

successful loan repayment performance of project financing in AYA Bank and its 

method. Chapter 5 highlights the thesis part of the summary, discussions, suggestions 

and recommendation. 
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CHAPTER II 

THEORITICAL BACKGROUND  

This chapter discusses about the variables that make effect on loan repayment 

performance. The first section of this chapter describes the main definitions of the 

project financing, its features and credit procedures. The second section also includes 

a proposed conceptual framework developed for the research objective.  

2.1 Concept of Project and Project Financing 

Project financing refers to the financial support arrangement for a specific 

project in order to gain future cash flow. For the most part, large and complex 

operations such as are using project funding (John K.M.Mawutor and Obeng 

Kwadwo, 2014). The types of projects to be funded included long-term infrastructure 

such as oil and gas explorations, dams, power plants, roads, jetty & terminals and 

hotel. The major components of project financing are: 

- Long-term infrastructure project financing: these projects not only pose a low 

technological risk, but they also have a predictable market. These are the 

markets that are best suited for developing innovative financial techniques. 

- Non-recourse and limited recourse financial structure: Special purpose vehicle 

(SPV) is the single economic entity on which project funding is based and is 

known as a source of lenders' reimbursement. Structured funding gives the 

lender the right to capture the SPV's assets in a situation where the borrower is 

in debt. 

- Payment from the generated cash flow: The majority of the cash flow sums are 

used to cover operating costs and repay debts. Any remaining funds can be 

used to pay dividends to the sponsors handling project finance. 

2.2 Characteristics of Project Financing 

 Unlike traditional loan structures, project financing is a financial mechanism 

that promotes project transactions, but the repayment of such loans is exempt from the 

cash flows generated from project operations and is primarily used to fund large-scale 

projects in the fields of oil, coal, petrochemicals, road and rail infrastructure, 

electricity.  
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Typical project financing structure, according to Esty and Sesial (2011), is an 

arrangement involving the establishment of an independent project entity financed 

with a non-recourse debt to finance a single-purpose capital-intensive project. Project 

finance's unique feature is its non-financing recourse. Non-recourse financing is an 

arrangement that limits the restitution of lenders to the collateral of the project but not 

to the lenders ' other properties. The non-recourse borrower(s) will not be held 

personally liable for the default in the event of a default.  

In addition to this particular non-recourse feature, Project Finance systems 

have a large part of their tangible asset agreements where all projects are sold to 

borrowers. In view of this, arrangements for project financing are typically used in 

long-term investments ranging from 5 to 20 years (Fight, 2006). Typical project 

finance evolves through the construction and operating stages where cash flows are 

used to cover the debts. The primary parties involved in project financing are, 

according to Fight (2006), the project company with shareholders, lenders, grantors 

(usually government), contractors, operators, off-take buyers and suppliers of inputs. 

A respective obligations and relationships are set out in the project agreement. 

Recently, high demand for basic social infrastructure facilities has precipitated 

dependence on project financing, especially in developing countries. Project financing 

is, in essence, a mechanism that distributes project risks equitably among the different 

stakeholders. The high cost of building such structures also accounts for the 

increasing dependence on project financing to finance these projects, according to 

Fight (2006). 

 In addition to these facts, multinationals in emerging countries are using 

project financing to reduce their exposure by moving their risks to other stakeholders. 

In cases where the government is the sponsor, BOT (Build, Operate and Transfer) is 

the longest established method used. The contractors and lenders under BOT 

construct the project after which they operate and ultimately transfer ownership to the 

sponsor / government / company (Fight, 2004). The period between operating and 

transfer of ownership to the sponsor allows the initial investment to be recovered by 

the project firm. BOT may take two types, BLT (Building, Leasing and Transfer) and 

BOO (Building, Own and Operating). For BLT, the arrangement requires the sponsor 

to lease the project from the contractor for a period after which the sponsor assumes 

full and final ownership of the project after the lease agreement has expired 
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(Hoffman, 2001). In comparison to BLT, BOO empowers the contractor to create, 

manage and own the assets that will never be returned to the sponsor. 

 

2.2.1 Required Documents 

The clauses outlined in the knowledge report, review of project cash flows and 

acceptance of credit risk are preliminary to contractual agreement under project 

financing schemes (Mawutor, 2014). Given the complex nature of project funding, it 

is imperative to clarify the various parties ' responsibilities and obligations in pursuing 

their interest in the scheme. Apparently, there is generally a detailed review of 

projects in the memorandum of knowledge to ensure their progress. Throughout 

project evaluation, the importance of data report, cash flow analysis, credit risk 

assessment and debt servicing methods is expedient to critically assess the 

significance of providing funds to complete a project and produce cash flow to pay off 

debts (Mawutor, 2014). 

 

2.2.2 Cash Flow Analysis 

The assessment of cash flows is important to the evaluation of the project's 

progress and feasibility. Management of cash flow includes assessing the plan money 

inflows and outflows. This generally considers how to generate and increase cash by 

revealing the project's recurring and capital expenditure. Cash flow analysis involves 

evaluating fluctuations in cash and cash equivalents over a period in which cash and 

cash equivalents consist of cash on hand and demand deposits, along with short-term, 

highly liquid securities that are readily convertible to a known amount of cash and are 

subject to insignificant risk of value changes (IAS 7, 2009).  

To examine the cash flow statement of an entity, it is imperative to break 

down the cash flow into operating activities, investing and financing activities. 

Operating activities–These are the company's revenue-generating activities that 

normally include cash receipts from the sale of goods and services, cash payments to 

suppliers for goods and services, and gains from disposal and loss of fixed assets. 

Investing activities–These are activities involving the acquisition and sale of fixed 

assets (long-term assets such as land, building or plant), cash receipts from the 

disposal of fixed assets and cash payments for the acquisition of fixed assets. 

Financing activities–These are activities that affect or change the size and 

composition of the capital of the owners. They include cash income from the issuance 
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of shares, or debt and dividend payment. Cash flow analysis allows borrowers and 

prospective creditors to assess the cash shifts and provides insight into the 

operational, investment and financial activities of the business. Likewise, cash flow 

analysis will show the capacity of the company to produce cash in order to meet its 

short-term obligations, thereby determining whether the liquidity and solvency 

position of the company are sound. 

 

2.2.3 Financial Analysis 

A thorough evaluation of the borrower's financial statement is considered 

appropriate to determine the project's financial viability. Financial analysis involves 

examining the financial statement of a company in order to determine the company's 

profitability, liquidity, solvency and investment capacity (Drury, 2009). Through the 

use of ratio analysis, value added statement analysis, corporate forecasting techniques, 

productivity index, specific size statements and cash flow analysis, the method of 

analysis could be performed (Attulik, 2008).  

The most widely used tool in the financial statement analysis is the analysis of 

the ratio. It is a methodology used in the financial statements of a business for entities, 

creditors and investors to perform a quantitative analysis of data. Ratios are calculated 

based on current year numbers and are then matched to previous years, other firms, 

industry, or even the economy to analyze the company's performance. Proponents of 

fundamental analysis use the ratio analysis predominantly. Financial ratios can be 

divided into liquidity ratios, debt ratios, ratios of profitability and ratios of coverage 

(Fight, 2005). Liquidity ratios assess corporations ' ability to fulfill their immediate 

obligations and therefore their short-term obligations (Wood, 2008).  

A business that can resolve its debts within a financial cycle is therefore 

known to be "highly liquid" and vice versa. Through project finance, an investor will 

be guaranteed that a highly liquid enterprise can regularly obtain interest within a 

financial span. The current ratio is one of the main liquidity ratios used to test 

corporate liquidity. Current ratio measures how many times a company uses its 

existing assets to settle its current short-run liabilities (Wood, 2009). Fast ratios, cash 

ratios, working capital, etc. are the other forms of liquidity ratios. The current ratio is 

shown as: (current assets)/(current liabilities). Another performance area where 

financial ratios are useful in assessing the profitability of firms by using financial 

ratios. Such equations measure the ability of businesses to use their resources 
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efficiently to maximize returns. In a financial cycle, it indicates the returns available 

to investors (Attulik, 2008). Return on capital invested, asset turnover ratios, 

efficiency ratios, spending on revenue ratios, gross profit margins; net profit margins 

are the instruments used in benefit ratio analysis (Jennings, 2001). Debt ratios are 

used to measure a company's debt and multiple ratios ranging from debt / equity 

ratios, interest cover, gearing ratios can be used (Fight, 2005).  

The debt to net worth is measured simply by dividing the company's total debt 

with the net value. Coverage ratio also tests the company's ability to produce cash 

flow that meets its commitments (Fight, 2005). It is important to remember that these 

ratios are commonly used by credit agencies. 

 

2.2.4 Credit Risk Appraisal 

Before committing and extending credit to project sponsors, lenders conduct 

series of reviews on the credit worthiness of the borrowers. The appraisal of credit 

risk looks to the risks associated with the extension of the credit facility and is 

generally carried out by the financial institutions and they are involved by providing 

financial funding to the customers (Mawutor, 2014; Marfo, 2003).  

The risk of credit risk is related to default in repayment of the credit obtained 

by the customer of a bank. Thus it is a must to assess the credibility of the customer in 

order to reduce the credit risk therefore, a proper evaluation of the customer is 

performed which measures the financial conditions and the ability of the customer to 

repay the loan in future. Credit analysis consideration is different from institution to 

institution; however, the general basis information are what almost every bank applies 

to the credit extension (Fight, 2005).  

The consideration is given at the pre-construction stage which lays emphasis 

on the experience and the reputation of the project sponsor; engineering and design 

and construction whereas the post-construction deals with operations and 

management; experience and resources of the operator; price and Before credit is 

committed and extended to project sponsors, lenders conduct series of reviews on 

borrowers ' creditworthiness. Credit risk analysis seeks to determine the risks 

associated with the expansion of the credit facility and is typically carried out by the 

financial institutions involved in providing the customers with financial financing 

(Mawutor, 2014; Marfo, 2003). 
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 Credit risk is a risk associated with a bank's customer's inability to repay the 

credit. Thus, in order to mitigate the credit risk, a proper assessment of the customer is 

carried out which measures the financial conditions and the capacity of the customer 

to repay the loan in the future, it is important to assess the customer's reputation. 

Credit assessment considerations differ from institution to institution; however, the 

basic principles of credit extension are what almost every bank applies (Fight, 2005). 

 Consideration is given at the pre-construction level, which emphasizes the 

project sponsor's experience and reputation; engineering and design and construction, 

while post-construction includes operations and management; operator's experience 

and resources; raw materials prices and supplies; collateral value of project assets 

(Fight, 2005)supplies of raw materials; value of project assets as collateral (Fight, 

2005). 

 

2.2.5 Type of Interest on Project Financing 

Interest is calculated as a percentage of a loan balance, paid to the lender 

periodically for the privilege of using their money. The amount is usually charged by 

annually, but interest can be calculated based on the periods that are longer or shorter 

than one year. Interest rate is basically set based on the credit tenure and risk exposure 

of the project (Chen, 1982). It can be either fixed or variable rate as per following; 

 

(a)  Variable Interest Rate 

A floating interest rate is an interest rate that moves up and down with or 

along with an index with the rest of the market. It can also be called a variable interest 

rate as it can differ over the period of the debt obligation. It compares with a fixed 

interest rate in which a debt obligation's interest rate remains constant for the duration 

of the term of the loan. 

A reference rate is based on adjustments in the floating interest rate. The prime 

rate in the U.S. and the London Interbank Offered Rate (LIBOR) in Europe are two of 

the most common reference rates used for floating interest loans. The floating rate, 

plus a spread or margin, is equal to the base rate. For instance, interest on a debt can 

be priced at LIBOR plus 2 percent for six months. This simply means that the rate for 

the subsequent period will be decided at that point on the basis of the LIBOR plus the 

2 percent spread at the end of every six months. Floating interest rates can be set on 

an annual, semi-annual or quarterly basis.  
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(b)  Fixed Interest Rate 

A fixed interest rate is as accurate as it sounds-a specific, fixed interest 

attached to a loan or credit line to be repaid together with the principal. A fixed rate is 

the most common form of consumer interest, as it is easy to calculate, easy to 

understand, and stable-both borrower and the creditor know exactly which interest 

rate commitments are connected to a credit or loan account. Imagine a $10,000 loan 

from a bank to a borrower, for example. Because of a fixed interest rate of 5%, the 

actual cost of the loan, combined with principal and interest, is $10,500. This is the 

amount that the borrower must pay back. 

 

2.2.6 Credit Approval 

The loan approval process is the first step in maintaining a good value 

portfolio. The credit quality of the portfolio is much more likely to be sound when 

individual credits are subscribed with sound credit principles. The primary means of 

monitoring the value of the loan is to improve the system of authorization. The 

process should be compatible with the credit culture of the bank, its risk profile, and 

the ability of its lenders, as well as establishing accountability for the system for loan 

approvals. An active loan approval system sets minimum requirements for the 

information and analysis on which the accredit decision is based, provides guidance 

on the documents required to approve new credit, renew credit, increase credit to 

existing lending, and previously approved credit terms for adjustments. (Management 

of the Loan Portfolio, 1998). 

 

2.2.7 Risk in Project Financing 

The direct financing of infrastructure and industrial projects typically includes 

the following risks; 

(i) If the sponsor disagrees with the terms of the contract, the financial institution 

supplying the funds may gain control of the project assets; 

(ii) The project typically faces social and environmental challenges due to its large 

and complex operations;  

(iii) The termination of project operations may result in legal problems, creating a 

direct financial risk, threatening the sponsor. They are delays in project delivery due 

to technical problems, pre-exaggerated benefits not matching the larger 

strategy, unavailability of financial resources and multiple design reconstructions. 
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2.3 Risk Assessment and Management of Project Financing 

With a contemporary, end-to-end integrated risk management system, a large 

portion of the above-mentioned risks can be avoided. A risk director should be put at 

the level of an organization's executive committee. With the aid of the following 

factors, each organization should include risk management as part of its operations to 

gain insight into the related risks:     

Risk detection means major risks should be periodically updated to prevent 

unforeseen disasters. New risks should be added to the list immediately and 

mitigations put in place to avoid irreversible loss caused. 

Impact and probability of access is as the likelihood and impact vary 

throughout the duration of the project and implementation period of the project, both 

dimensions need to be observed when assessing the risk. An initial scale must always 

be used to correctly calculate the measures of effect and likelihood. 

The risks should be mitigated whenever possible, as it guarantees that there is 

an active risk management team in place and that the workforce is well handled by 

project manager who has many experience in relevant project as the risk mitigation. 

And risks should be controlled by balancing equity to debt ratio, it’s considered an 

important financial metric because it indicates the stability of a company and its 

ability to raise additional capital to grow. In addition, risks should be minimized by 

calculating the revenue of the project to know the capacity of borrower for loan 

repayment. (Dan Tyre, 2018). 

Calculation of residual impact and probability is the threat will no longer be 

important if a temporary or damage control solution is given. Therefore, estimating 

the residual impact and uncertainty ensures that risk management works well, further 

increasing the risk effects. 

Re-classification of risks mean hazards are often re-evaluated to assess their 

impact. When shown to be less vital, risk managers will shift their focus to the next 

significant risk on a permanent basis and also try to mitigate it. 

Risk prioritization is that we can prioritize all risks in a one-dimensional 

manner, in the form of a risk matrix, based on the previous two criteria. Risk matrix is 

a classification tabulated form, based on Multi-Criteria Decision Analysis (MCDA). 
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2.3.1 Credit Risk Analysis Tool 

 The Six Cs credit analysis tool (Pazana 1981) is one of the major factor in 

recommendation and approval process of a credit facility. There are Six Cs which 

looks at credit history, character, capacity, capital, conditions and collateral. The first 

5Cs assess the probability of default, while the collateral evaluates the recovery rate in 

the event of default (EOD). The general aspects of Six Cs are as follows; 

Credit History 

While managing credit and making payments over time, qualifying for the 

different types of credit depends largely on credit history and the track record 

borrower has been established. Although data may vary from one credit reporting 

agency to another, credit reports include the same information forms, such as lenders ' 

names , credit rates, payment history, and more. 

Character 

Work experience, industry experience, and market credibility are all character 

traits which banks must take into account. The personal integrity and good standing 

— and the integrity and standing of those closely linked to the company's success — 

are of critical importance. 

Capacity 

  Lenders must decide whether the borrower can handle the principle and 

payments of interest comfortably. Borrower's history of income and employment are 

good indicators of the ability to repay outstanding debt. Everything can be seen in 

terms of income, sustainability and amount of income. It is possible to calculate the 

ratio of existing and any new debt to borrower pre-tax income, known as the debt-to-

income ratio (DTI). 

Capital 

Understanding the borrower’s capital structure helps to determine the financial 

strength and the commitment of the owners or shareholders in the business. 

Conditions 

Lenders may want to know how the money will be used by the borrower and 

will understand the purpose of the loan, such as whether the loan will be used to buy a 

vehicle or other assets. Other variables may also be considered, such as environmental 

and economic conditions. 
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Collateral 

 Protect the total loss of lender by receiving collaterals. The value of collateral 

will be evaluated, and any existing debt secured by that collateral will be subtracted 

from the value.   

 

2.4 Theory of Project Financing 

 A theory consists primarily from concepts and causal relationships that related 

these concepts Weber (1868-1958), William (2007) and Turner (1993). 

 

Weber’s Least Cost Theory  

Weber (1868-1958) formulated an industrial site theory where an industry can 

minimize its costs and thus maximize its profits. Weber's least cost theory accounted 

for the location of a manufacturing plant in terms of the owner's desire to minimize 

three cost categories:  

(1) Transport: the site selected must involve the lowest possible cost of A) moving 

raw materials to the plant, and B) finished products to the market. That's the most 

important, according to Weber. 

(2) Labor: higher labor costs reduce profits, so that, if cheap labor is available, the 

factory could do better away from raw materials and markets. 

(3) Agglomeration: where a large number of enterprises cluster (agglomerate) in the 

same area (e.g. city) can provide mutual assistance through shared talent, services and 

facilities (e.g. production facilities require office furniture). 

 

William Theory (2007) 

Criteria for Successful Loan Repayment According to William (2007), there 

are certain criteria that most project funding requires the business owner to meet the 

goals that the funds must be released if the business needs to do so. Generally 

speaking, these hurdles or requirements are classified as: good credit, equity, 

experience, business plan, and collateral. The above credit requirement list is 

reviewed as follows by five successful borrowers’ guidelines; 

 

1. Good Credit – this deals with the expectation that one must have a respectable 

credit history that is not only good, but more to the scale's outstanding hand. 

According to the writer, the logic behind this lender requirement is that borrowers 
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could come to banks and borrowers for a variety of reasons at any time. The credit 

officer and management of the lending institution have a responsibility to handle the 

venture to the benefit of the owners and the bank. Therefore, when a loan is injected, 

only those who have the least risk of failing to repay should be given. The first and 

probably most important requirement for a successful loan is past repayment history 

(William, 2007). 

 

2. Equity - a down payment can be considered equivalent in lending. The lender 

wants a financial commitment from the borrower to the venture for which the loan is 

sought. The writer says that in this business game the borrower must have some skin 

to ensure his or her best efforts for success and timely repayment of the borrowed 

funds. Capital investment is also seen as an evidence of the corporate interest of the 

investor. This means that even if all the other four criteria for successful borrowing 

are met; credit, experience, business plan, and collateral; the bank will not usually 

lend 100% of the requested funds(William, 2007). 

 

3. Experience – According to William (2007), no reasonable lender wants or will 

give money to a borrower to handle and invest in a company or project in which the 

person has no or rather little experience. This measure should be easy to see from both 

the lender and the borrower's point of view for successful lending. Lenders need to be 

more certain that the person or persons who borrow the funds have the experience and 

expertise to handle the money and that the business is carried out carefully on a day-

to-day basis. It is necessary to cover the business ' positive results and also to repay 

the creditor with interest and in a timely manner. The more experience and skill the 

borrower has shown in the past, the lower the Bank's borrowing threat. The often 

anticipated minimum numerical value here is that the borrower should have at least 

three years of experience in running the type of business in whose name he or she 

borrows the funds. Such experience can be an understanding of ownership and/or 

management. It may also be experience in a particular type of business as an 

employee. 

 

4. Business plan – The Bank or lender's fourth requirement has been extensively 

evaluated and the business plan has to be studied and developed before carrying out 

the project's business plan. This is a report in which: a) Assumes that the company 
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will be launched in a transparent and complete manner; b) Describes the business, the 

future demand for the goods and services to be sold, the current competition, the 

states that will be working, who will manage and how the borrowed funds will be 

spent; c) Pro-forma (estimated) financial reports will be given to the good business 

plan. These are the statement of cash flow, the declaration of income and the balance 

sheet. 

 

5. Collateral - Lastly, according to William (2007), after a borrower showed good 

credit worthy, placed in equity cash or products, proved that he / she had business 

experience and created a realistic business plan for cash flow. The lender would be 

willing to make money available to the borrower on the basis of meeting the appraisal 

criteria. Additional types of consumer protection can provide the lender. Giving a 

lender collateral means that an own asset, such as a house, is mortgaged to the lender 

with the understanding that it will be the source of repayment if the loan is not 

reimbursed from the sources as decided for the funding. On the other hand, a promise 

is just that-if the original creditor can't, someone else signs a guarantee agreement 

agreeing to repay the loan. In addition to collateral, some lenders may require such a 

guarantee as security for a loan. Collateral is known by the creditor as "the second 

way out" if the loan goes wrong. (Dr. Mihaela, 2010) According to William (2007), 

collateral is any value asset that the borrower can promise as a guarantee that the loan 

will be repaid in full and with interest. In the course of lending for a company, 

collateral requirements can range up to and above 100% of the principal of the loan. 

This ratio again depends on the amount of risk the lender estimates from this 

particular loan to reveal his institution and the sum of all current loans. 

 

Turner Theory (1993) 

  Turner Theory (1993) referred to in the PMB Guide (Project Management 

Book) as the starting point for the reconstruction of the project theory. Scope 

management is the explanation for project management, according to Turner. First, he 

believes (absolutely) that project management is about job management; this is 

conceptualization. Second, he claims that work can be managed by breaking down the 

total work effort into a smaller amount of work, which is called the PMB Guide's 

activities and tasks. Third, he argues that this conceptualization and the 

decomposition principle serve three essential project management purposes. The 



18 
 

review from the PMB Guide reveals that activities and analyses are the unit of in the 

core project management processes, such as scope management, time management, 

and costing management, as well as centralizing their management and control. Like 

Morris (1994), this is also supported by Morris' description of the classic -and still 

current -approach to project management. 

 

2.5 Previous Studies 

 A view of related literature and studies helped researcher to know the ideas of 

this study, conceptual framework and research design. These studies are Kenneth 

Ogol Ochung, University of Nairobi (2013), factors affecting on the loan repayment 

of commercial banks in Kenya and Ayele Shigrega (2016), determinant on loan 

repayment performance of project financing in the case of Bank of Ethiopia. Their 

studies associated with the variables and measurements on loan interest and principle 

repayment and the impacts on loan repayment in the studies. 

 The goal of the study of factors affecting on the loan repayment pf commercial 

banks in Kenya was to determine the effect of Lenders factors on loan repayment 

among customers of commercial banks in Kenya, to determine the extent to which 

Borrowers factors affect loan repayment among customers of commercial banks in 

Kenya and finally to determine the effect of loan factors on loan repayment among 

customers of commercial banks in Kenya. The research included staff from Kenya's 

Barclays Bank, which comprises credit officers and relationship managers within the 

Nairobi County branches and used primary data only. It also included both customers 

in the mass market and customer management in the partnership. There were 78 

respondents in the target population. The analysis method used was statistics of 

classification.  

The study also advises that banks apply efficient and effective credit risk 

management to ensure that loans meet the ability to repay, that no or small insider 

loans, that loan defaults are estimated accordingly, and that adequate measures are 

taken to mitigate the same. However, the study proposes that commercial banks band 

together and set up a credit information office that can be referred to before a loan is 

disbursed. The study suggests that commercial banks should implement stringent loan 

advance policies in order to award loans to those capable of repaying and minimizing 

moral hazards such as insider loans and knowledge asymmetry. 
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The another one of the study of determinant on successful loan repayment of 

development bank of Ethiopia which analyzed the loan repayment performance of 

Development Bank of Ethiopia 2016 with the following factors: 

 (1) Number of Project Follow-up  

 (2) Equity to Debt Ratio 

 (3) Managerial Experience of Project Manager  

 (4)  Education Level  

 (5) Loan Processing Time  

 (6)  Amount of Loan  

 (7)  Type of Market for the commodity financed 

 (8)  Delayed Project Implementation Period  

 (9)  Type of Management  

 (10) Debt Service Coverage Ratio.  

Data and study details were gathered from 75 individual borrowers ' files at 

the Bank's headquarters and it covers 70% of total project financing funded by 

Development Bank of Ethiopia. The study shows that 13 (53%) of the funded project 

were successful (non-defaulters) projects, while the remaining 12 (47%) were 

unsuccessful (defaulters). 

Based on the findings, it can be concluded that project managerial experience, 

loan processing time, education level, number of bank supervisions / follow-ups, debt-

to-debt ratio, amount of loan, size of commodity-financed sector, delayed project 

implementation duration and style of management have a significant impact on loan 

repayment performance; Project manager's managerial experience, level of education, 

amount of Bank supervisions / follow-ups, equity-to-debt ratio substantial variables 

have a positive relationship with the Bank's success in loan repayment and used 

secondary data only. While the loan processing time has a negative relationship with 

the Bank's loan repayment results, delayed project implementation duration and the 

same owner and project manager. 

 Therefore, this thesis were adopted from the frame of Ayele Shigrega , 

Ethiopia and covers above factors 7 out of 10 due to the time limitation and some 

information has not fulfilled yet in the central data because of people behavior and 

some country policy. The seven factors has been highlighted in the conceptual 

framework. 
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2.6 Conceptual Framework of the Study 

The variables used in the study are the management experience of the project 

manager, raw material availability, equity-to-debt ratio equity, loan processing time, 

number of project follow-ups, duration of implementation of the project, and debt 

service coverage ratio as shown in Figure 2.1.  

 

Figure 2.1 Conceptual Framework of the Study 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Adopted from Shigrega, A. (2016) 

(1)  Loan processing time 

The time taken from the borrower's request to the release of the loan 

disbursement is known as the time taken. If the loan is disbursed on time as soon as 

practicable, it is unlikely to be diverted for unintended purposes. On the other hand, 

the approval process of evaluation and approval leads to a late payment of the loan. 

This in turn has an effect on the project's lag in implementation. It is therefore 

expected that long loan issuance time will have a negative effect on the performance 

of repayment. The writers Balogun and Alimi (1988), Koopahi and Bakhshi (2002), 

Loan Processing Time 

Managerial Experience of 

Project Manager 

Equity to Debt Ratio 

Number of Project Follow-up 

Delayed Project 

Implementation Period 

Availability of Raw Material 

Debt Service Coverage Ratio 

Successful Loan Repayment 
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Bekele (2003), Jama and Kulundu (1992), Hunte (1996), Njioku and Odii (1991), and 

Mulugeta (2010) endorse this factor. 

 

(2)  Managerial Experience of Project Manager 

It is a continuous variable assuming that as the projects are managed by highly 

experienced managers, it can overcome various challenges, making the project 

profitable and paying its debt successfully. It is expected that lenders who have been 

in business for longer will be more effective with their business. They have more 

flows of sales and cash than those that have just begun. High repayment rates would 

therefore be available to those who are more experienced. This in turn has a positive 

effect on the performance of the repayment. It is therefore predicted that the variable 

will have a positive impact on the dependent variable. Oladeebo (2008), Wongnaa and 

Awunyo (2013), Muluken (2014) support it. 

 

(3)  Equity to Debt Ratio 

It is a continuous variable defined as the equity / initial capital ratio that the 

borrower has contributed to the Bank's approved total loan. The ratio of equity to debt 

is assumed to increase, the borrower becomes more dedicated to project 

implementation. This in turn has a positive effect on the project's sustainability. It is 

therefore expected to have a positive impact on the performance of loan repayment. 

Mulugeta (2010) supports it. 

 

(4)  Number of Project Follow-up 

It is a distinct parameter and was calculated annually by Bank's credit officers 

in the number of project supervisory visits. It is primarily intended to track the 

implementation and/or execution of the project closely and therefore advises any 

corrective action if it is deemed necessary. Loan officer visits to borrowers are 

encouraged to work harder for the lenders to ensure that the loans they earn are used 

successfully for the intended investment activities. The empirical studies by Koopahi 

and Bankhshi (2002), Wongnaa and Awunyo (2013), Mulugeta(2010) and 

Muluken(2014) also support this. 

 

 

 



22 
 

(5)  Delayed Project Implementation Period 

 Delayed Project Implementation Period: is known as the time frame for the 

implementation of the investment activities of the government. It is the time from the 

foundation laying to the project beginning. The funded activity of the project began 

during the time. It is a categorical variable taking a value of 1 for the financed project 

operation stating period up to six month, 2 for project operation more than six month 

but less than one year and 3 for project operation exceed one year. Projects in which 

recently implemented projects are assumed to have lower repayment rates than those 

implemented under the assessed document based on the expected period. 

 

(6)  Raw Material Availability 

It is a dummy variable taking 0 for borrowers that do not have available input 

raw material and 1 for borrowers that have available input raw material. Between 

2003 and 2008, prices rose at double-digit levels for many of the raw materials used 

in the manufacture of industrial products (such as crude oil, steel and aluminum) and 

packaged consumer goods (such as paper, wheat and milk) only to drop dramatically 

in the following year. Several industries have improved while others remain down, 

but the consensus is that there can be expected to be more volatility and uncertainty. 

Jeff Shulman, Patricio and Andrew Corr (2010). Because of the availability of input 

raw material, the product's price may be constant or even lower, and the company's 

productivity is increased, which may help the borrower achieve successful loan 

repayment performance. 

 

(7)  The Debt Service Coverage Ratio 

 It is a cash flow measurement available for payment of current debt 

obligations. The calculation covers interest, principal, sinking-fund and lease 

payments as a multiple of debt obligations due within one year. 
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Table (2.1) Key Accounting Concepts and Principles of Project Financing 

 

Source: Institute of Banking and Finance, Singapore, 2016 

 

 

 

Monetary Measurement 
All transactions must be quantifiable i.e. expressed in 

monetary terms for them to be captured into accounts. 

Separate Entity 
Business is separate and distinct from the owners i.e. 

only transactions related to the business are recorded. 

Historical Cost  

Transactions involving assets and liabilities are recorded 

at their cost at the time the transactions occurred i.e. any 

subsequent changes in value will not be reflected in the 

accounts 

Going Concern 
Business is assumed to be on an on-going basis and will 

not be forced to sell its assets in the near future. 

Materiality 

All material matters are to be reported. Materiality is 

relative to the underlying circumstances. The general 

principle is that, information is material if its omission or 

misstatement could impact the decision of users of the 

financial reports. 

Prudence 

The principle of conservation is to recognize profit only 

when sales are completed, but to capture the costs or 

losses as soon as there is a reasonable chance that they 

will be incurred in the future. 

Consistency 

Transactions and valuation methods are applied in the 

same way from period to period, to facilitate meaningful 

comparisons of financial performance. 

Matching 
Income should be properly matched with the expenses of 

a given accounting period i.e. accruals. 
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CHAPTER III 

 

PROJECT FINANCING SERVICES OF AYA BANK 
 

This chapter consists of AYA Bank’s background information including 

profile and organizational structure, along with existing project financing of AYA 

Bank’s lending practices and procedures, principle repayment model, risk 

management and assessment in project financing, the project financing information of 

AYA Bank. 

3.1 Profile of AYA Bank 

 

On 2 July 2010, AYA Bank received a banking license from Myanmar's 

Central Bank with Kyat (55) billion disbursed capital to operate as a full retail and 

commercial banking business. It began operations with the opening of the Naypyitaw 

Head Office on August 11, 2010 and has since grown rapidly.  With (256) branches, 

(1.4) million customers], Kyat (4.7) trillion customer deposits and (150) trillion 

shareholders ' equity at the end of September 2017, it has become the second largest 

in the country. Top 100 depositors account for about 6 percent of total deposits, 

reflecting the confidence of the general public in the bank.     

As a member of the UN Global Compact (UNGC), AYA Bank is dedicated in 

its management and operations to adopt global standards of corporate governance and 

comply with best practices. As a result, since 2014-15, AYA Bank is the only bank in 

Myanmar to comply with IFRS and the only bank to be audited by a large-four 

international company under International Standards of Auditing (ISA). It has also 

recruited and retained talented staff with domestic and international recognition and 

has made significant investments in Learning & Development as a way to ensure 

sustainable long-term growth for the communities it serves.  

AYA was set up with marketing department, corporate banking department, 

treasury department, people department, credit department, risk & compliance 

department, AYA pay department, core banking department, international banking 

department, finance department, banking department, card department, administration 

department, information and technology department, and Under the corporate banking 

division sub-section originates the funding of the plan until the loan agreement is 

signed off. During the post-mandate level, the credit department handles the loan. The 
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Department of Risk Management monitors the internal risk mitigation process. A 

credit committee was created with the credit department's top management, risk 

management, legal department.                                 

 In 2018-19, AYA Financial Group has been organized by the sister companies 

in financial industry which are AYA Bank that purposes banking business, AYA 

Myanmar Insurance that focuses on insurance matter and AYA Trust Securities that 

aims securities, stocks and shares exchange market. As a latest information, AYA 

collaborates with AIA which is the largest insurance company in the world for life 

insurance and Sompo from Japan for general insurance. 

           AYA Bank will continue to extend its reach throughout Myanmar, establishing 

relationships with new customers, foreign partners, and strengthen the Bank’s capital 

and risk management controls. The Bank will also emphasize on improving our 

human capital, and foster a corporate culture of innovation through technology to 

provide new products and services for our customers. As the process of banking 

sector reform deepens in the banking industry, the Bank is well - positioned to 

become the best bank in Myanmar. 

AYA Bank is delivering various types of banking products and services based 

on market needs and wants. They are deposit accounts, loans and advances, 

remittances, cash management service, card payment, e-banking services, trade 

services, AYA royal banking, foreign exchange service, correspondent bank, AYA 

pay e-wallet and safe deposit boxes services. 

 

3.2 Organization Structure of AYA Bank 
 

AYA Bank has been organized by many departments and branches across the 

country. Every department has department head and branch manager for each branch. 

The Board of Directors and senior management team of AYA Bank Limited is 

founded. U Zaw Zaw acts as a president, according to the company structure. U Myint 

Zaw is AYA Bank's managing director in the senior management structure. There are  

about 15 Head of Departments who are taking care of respective departments which 

are loan, card zone, corporate banking, international banking, treasury, e-channel, 

AYA pay, risk & compliance, audit, marketing, mechanical & electric, human 

resource, admin, corporate affair, information technology.     

The principal roles and responsibilities of the Board are setting the corporate 

direction and strategic aims, ensuring that the necessary financial and human 
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resources are in place for the Bank to meet its objectives, reviewing management 

performance, establishing a framework of prudent and effective control which enables 

risk to be assessed and managed, and balancing the interests of its diverse 

stakeholders, including its customers, shareholders, employees, the Myanmar 

government, the Central Bank of Myanmar and local communities. The Board of 

Directors meets at least 6 times a year, and at any meeting, at least 6 out 9 Directors 

must be present. Attendance records are kept for all Board meetings. 

 

Figure 3.1 Organization Structure of AYA Bank 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

Source: Annual report of AYA Bank (2016-17) 
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3.3 Policy and Procedure of Project Financing of AYA Bank 

 There are about six private banks which are KBZ, AYA, UAB, CB, YOMA & 

MAB providing project financing since 2015. AYA Bank is also actively participating 

as a lender for country development projects. The policy and procedures are mostly 

same with other banks but AYA bank is mainly focused on the borrower’s reputation, 

capital injection in project, cash flow projection, project management and debt service 

coverage ratio. There are seven steps for project financing in AYA bank. They are (1) 

know your customer (2) due diligence process (3) site visit (4) credit assessment (5) 

credit approval and disbursement (6) monitoring on interest and principle repayment 

and (7) Legal action. 

(1)  Know Your Customer 

The first steps to analyze the characteristics of the borrower in order to 

proceed to the next step. By conducting the creditor's in-depth analysis, the credit 

officer either accepts or rejects the credit application based on the established bank 

criteria. This is due to the potential risk inherent in a potential investment, the pre-

funding commitment needs a due diligence assessment. The largest investment that a 

lender or creditor may make in a business takes time to determine the key aspects of 

the business environment, from day-to-day operational practices to issues of human 

resources, to the appropriate practices to retain customers. An evaluation of due 

diligence offers the answers to these questions, allowing investors and borrowers to 

determine whether they are able to proceed with the conditions that exist. As such, it 

is a valuable tool to make a more informed decision on credit or investment. 

(2)  Due Diligence Process 

Due diligence assessments is the second step that also provide data that can be 

used to establish borrowing or investment resources for the benefit of lending or 

investment organizations. While the structure of each investment is special, initiatives 

typically focus on addressing the following questions:  

- Market positioning, including competition, skills, and segment-by-segment 

market dynamics   

- Executive capabilities, including policy, leadership capabilities, cost 

structure, customer service, performance, product development  

-  Business plan and estimates achievability 
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(3)  Site Visit 

 During the preparation of the documentations, lender visits the premises and 

facilities of prospective borrower as part of the evaluation process to authenticate the 

place of business to ensure that the prospective borrower actually owns properties and 

facilities and to improve the profile element of the credit analysis system as a third 

step. 

(4)  Credit Assessment 

At the fourth step of credit assessment, financial analysis is performed to 

determine the borrower's financial performance, strength of its capital structure, 

ability to generate cash flow and sustain its operations into the future. Historical 

financial ratios, when analyzed over a period of time, help identify underlying trends 

in the financial performance of the company to provide some basis for projecting the 

expected performance of the company in the future.  

AYA bank uses its own scorecards to rate the track records of the customers. 

A meaningful assessment of the financial performance of the company to take into 

account other factors such as:-Trend analysis for the previous financial period i.e. 

time series analysis-Comparison with industry peers i.e. cross-sectional analysis-

Macroeconomic and industrial outlook and development-Comparability resulting 

from changes in accounting treatment and business operations.  

(5)  Credit Approval 

 The fifth step of credit approval starts after perfection of required documents 

and legal clearance upon project. Credit committee that was organized by 

participating different departments which are loan, risk & compliance, legal, 

corporate banking. The credit decisions are based on the project’s cash flow 

projection, the ratio of equity to debt, work experience in project, customer reputation 

in market and their security package.  

(6)  Monitoring on Interest and Principle Repayment 

 The sixth step is watching and monitoring on interest and principle repayment 

whether it is in regular stage or not. The loan becomes a default if it is not repaid on 

the set date, one day after the set time limit. To order to be able to track defaults, the 

following must be done as specified by the World Bank and the International 

Monetary Fund: (a) classification (b) provision (c) Interest in suspense. 
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(7)  Legal Action 

 The seventh step is not pleasant for both the bank and the creditor to take legal 

action when the loan becomes default. As a last resort, it's over. For legal action, the 

following steps are taken: (a) issue of bank notice (b) issue of final Bank Notice (c) 

issue of Final Management Notice (d)issue of lawyer Notice (e) taking legal action. 

The very first loan origination assessed with procedures in credit assessment is the 

main driver leading to good or bad loans. This phase includes credit initiation, 

customer visit & due diligence, collateral assessment, credit review, and mitigation 

risks. All relationship manager and credit analyst are key players in defining, 

assessing and reviewing them critically and adequately to apply the request for 

acceptance or rejection to the credit committee. 

If the borrower is an existing customer, once bank accesses the loan, he must 

first pay all unpaid interest. After that, the bank is considering more loans or new 

loans. It's not a bad loan to be a kind of influence. Though protection coverage is 

essential, the bank must see whether or not the company can make full repayment. 

Potential cash flow prediction thus plays a critical role in repayment. Bank will not 

lend unless there is no borrower contribution. To mitigate risk, there are so many 

controls and the calculation of 5C. Therefore, the activities of credit evaluation mainly 

affect a bank's amount of bad loans or NPL. Systematic threats, however, such as 

political risk, trade boundary danger, and environmental risk can exist. 

 

3.4 Loan Repayment of Project Financing 

A principal payment is a payment for a loan that is owed to the total principal 

amount. In other words, a principal payment is a loan payment that reduces the 

amount due for the remaining loan. For accounting and finance, any transaction that 

reduces the amount owed on a loan will be subject to a principal fee. Depending on 

their cash flow forecast, we will arrange the repayment. Project financing involves 

many repayment types, but the common terms of repayment are (a) balloon 

repayment (b) amortization repayment (c) balloon repayment.  

(a) Balloon Repayment                                                                                                          

A balloon payment requires certain revolving loans. The remaining balance of 

the loan is due with this structure after a portion of the annual payments has been 

made. The balloon clause can be used when a business has limited repayment 
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capacity in the early years but after several years of operation can repay or refinance 

the loan. The length of the amortization schedule and timing of the balloon payments 

can be tailored to fit the situation. The debt can be amortized in the early years over a 

long period of time to keep the payments small. The early payments may not be paid 

in some cases, but may be compounded into the balloon payment.  

 

(b) Amortization Repayment 

Amortization is the method of transforming a loan over time into a sequence 

of fixed payments. Each month, you must pay off the interest and principal of the loan 

in different amounts, but the total payment will remain equal to each cycle. This most 

commonly occurs with monthly loan payments, but amortization is an accounting 

term that may apply to other types of balance sheets, such as allocating certain costs 

over an intangible asset's lifetime.  

 

(c) Bullet Repayment 

A repayment of a bullet is a form of repayment in which the borrowed 

principal is repaid at the end of the loan period. In some cases, the interest expense is 

added (accrued) to the principal and all is paid back at the end of the loan. This type 

of loan gives the borrower flexibility, but it is risky as well. As this is combined at 

maturity, recurring costs will consist only of interest expenses and no principal 

payments in a debt plan. 

 

3.5 Fees & Charges of Project Financing 

 The bigger the project, the more fees and charges such as legal fee, 

arrangement fee. Commitment fee, prepayment fee, mortgage trustee fee, facility fee. 

Legal Fee 

 Legal fee is chargeable upon upfront basis by legal consul for reviewing 

security package, project documentations and executing all agreements between 

lenders, borrower and agents. 

Arrangement Fee 

 This is the fee to pay to lead arranger which is arranging the loan facilities on 

behalf of participators of project financing. This fee is collected by upfront basis. 
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Commitment Fee 

Lender charges commitment fee on a borrower as compensation for keeping a 

line of credit open. Upon the timeline of disbursement, Borrower has to drawdown 

upon schedule otherwise the fee falls on borrower as per agreement. 

It is confused with the interest rates charged on a loan but they are not the 

same. It is charged upon unutilized credit while interest is charged on loan amounts 

that have already been disbursed to the borrower. 

Prepayment Fee 

 A prepayment fee is a fee that lender charge to borrower who pay off loans 

“early.” Loans like project financing, auto loans, mortgage loans are typically set out 

with prepayment schedule for a certain number of years, with the loan balance 

reaching zero at the end of the term. 

Security Agent Fee 

 Mostly security agent are holding security package documents like mortgage 

original documentations, loan agreements and finance agreements and they charge 

this fee called security agent fee by upfront basis. 

Facility Fee 

 Facility fee widely known as service fee for loan facility which is about 1 to 

2% depends on project financing structure. This is chargeable by upfront basis and 

one of the major fee income of the bank. 

3.6 Risk Management Procedures on Project Financing of AYA Bank 

In AYA Bank, the credit evaluation framework of project loan is carefully 

structured to determine the purpose of the facility, the viability of the business for 

which the loan is extended, and the sources of repayment. Qualitative and quantitative 

factors are analyzed to evaluate the borrower’s financial performance, health, and 

loan servicing capability. Preliminary due diligence is performed before meeting up 

with the prospects to determining their banking needs, and obtain more information 

required for performing a detailed credit evaluation. A credit proposal is drawn up, 

containing the recommendations and risk mitigation measures, for approval by the 

credit committee. An offer is then made to the prospect. If the borrower accepted the 

terms and conditions of the facility, loan agreement and other documentation will 

need to be completed before the loan disbursement. AYA Bank structures the credit 
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facility suited to the borrower’s businesses once they have completed a thorough due 

diligence on the borrower. In general to evaluate a credit risk and to have an effective 

risk management on a project loan, a well written credit proposal is crucial to the risk 

management Borrower's Operating Accounts Income Account Retention Account 

principal and interest repayment. A credit proposal typically includes the following 

components for management review and decisions on how to structure the credit 

facilities which are general information and risk assessment and rating. 

General information includes company background, the purpose of the loan, 

account servicing strategy and approval authority.  

When assessing the credit risk of borrower, AYA banks also consider both 

quantitative and qualitative factors. Qualitative analysis involves the assessment of 

external and internal opportunities and threats that affect the borrower’s operations, 

hence its ability to service the facility. These factors include economic outlook, 

political and regulatory climate, social conditions, environmental issues, competition, 

business life cycles, management and operational efficiencies also known as macro 

risk analysis. The bank carefully studies and collects market data to analyze on 

efficiencies of the business to mitigate the credit risk. Understanding the business 

operations of the borrower is critical to determine the viability and sustainability of 

financial performance. They also share their opinions on the business and the banks’ 

credit risk appetite within the participating banks during the structuring process of 

syndication.  

 

3.6.1 Risk Analysis Practices on Project Financing of AYA Bank 

 Overall credit risk can be mitigated by using collateral, credit supports, and 

covenants to reduce the facility risks. Collateral may be in the form of tangible assets 

such as property, stock, plant, equipment, fixed deposits or shares, or intangible assets 

such as insurance policies, trademarks or patents. It is important to mitigate the 

obligor risk by using adequate collateral. To reduce the lending risk, the lender also 

requests the credit support in the case where the security is weak or loan is partially 

unsecured. Common types of credit support are:  

(a) Guarantees, 

(b)  Allowances  

(c)  Letter of Comfort / Letter of Awareness  

(d)  Assignment of Insurance  
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AYA carefully considers the marketability of assets pledged, quality of assets, 

legal enforceability, and asset control when structuring the project loan. Once the 

borrower has completed all due diligence procedures, the credit report is written up 

which includes the borrower's risk assessment, recommendation in terms of proposed 

facilities, and risk mitigation for final management approval. 

 Structuring the Loan Project The bank credit officer recommended the 

framework to mitigate the risk of the loan after due diligence. It generally includes the 

type of facilities, facilities tenure, pricing, fee structures and terms and conditions to 

be followed by both borrower and lender. The structures of pricing and fees varied the 

risk associated with the project loan. The bank obtains guidance from the legal 

representatives to the lender on the covenants that allow the borrower to satisfy the 

terms of the loan or prohibit the borrower to take other actions. Covenants can be 

positive or negative, financial or non-financial.  

During the pre-mandated point, the lead arranger negotiates the preliminary 

terms with the vii borrower after soliciting competitive bids to organize and 

administer the syndicated loan to one or more participating banks. The post-mandated 

stage includes the loan being imposed. This stage is crucial to the syndication 

transaction cycle. In fact, both the borrower and the lender are committed to raising 

funds and are at risk as such. The document contains information on the 

creditworthiness of the applicant and the conditions of the loan.  

The legal console will recommend the types of collateral appropriate for the 

project loan while securitizing the collateral. Collateral forms include statutory loan, 

equitable mortgage, and bonds, fees, and legal assignments deposit.  After the 

completion date, the post-signing stage takes place when the deal becomes active and 

the loan becomes operational, finding the borrower and the lender through the single 

loan agreement. Lender manages disbursements, repayments, supervises the facility's 

operation and the business ' operating performance. The number of project financing 

funded by AYA is as shown in table 3.1. 
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Table (3.1) Number of Project Financing funded by AYA Bank 

 

No Industry Project Loan amount 

in Percentage 

Loan 

Tenure 

No. of 

default case 

No. of non- 

default case 

1 Hotel 9 25% 21% 3 to 5 years 3 6 

2 High-way 5 14% 12% 5 to 7 years 2 3 

3 Bridge 8 22% 9% 5 years 3 5 

4 Power Plant 7 19% 28% 3 to 5 years 3 4 

5 Jetty & Terminal 4 11% 11% 3 to 5 years 1 3 

6 Gas Tank 1 3% 12% 3 years - 1 

7 Water Treatment 1 3% 5% 5 years - 1 

8 Condominium 1 3% 2% 3 years - 1 

Total 36 100% 100% - 12 24 

 

Source: Loan department of AYA Bank, 2019 
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CHAPTER IV 

ANALYSIS ON SUCCESSFUL LOAN REPAYMENT PERMANCE IN 

PROJECT FINANCING OF AYA BANK 

 

This chapter deals with the analysis and the results of descriptive analysis are 

presented in the form of mean, percentages, relationship between successful loan 

repayment and loan processing time, managerial experience of project manager, 

equity to debt ratio, number of project follow–up, delayed project implementation 

period, availability of raw material and debt service coverage ratio. 

 

4.1 Research Design 

A total of 36 projects were funded at AYA Bank between 2014/15 and 

2018/19, according to the Bank's central database. The research identified following 

AYA Bank's 25 (70% of the total project loan in AYA Bank) funded project 

borrowers highlighted in below table (4.1) in which the projects had already settled 

their debt out of 36 projects and the populations are being taken for the report.  

Project financing information such as repayment period, loan disbursement 

and collection, Finance Accounts Management Process loan statement. The visits / 

loan follow-up reports of the Loan Officer must be taken from the loan system folder 

of the individual borrowers. The variables used in the analysis are project manager’s 

managerial experience, availability of raw material, equity to debt ratio, loan 

processing time, number of project follow-up, project implementation duration, and 

debt to coverage ratio.  

With respect to data sources, the study used only secondary data source. First 

define the variables and segregate the measurement of all variables based on their 

measurement criteria to analyze the project performance quantitatively. 

To carry out any research project, data should be obtained from the right 

sources. The author focused only on secondary information to be obtained from the 

AYA Bank registry and from the record of individual borrowers who are not 

manipulated for other studies in order to meet the research goals. Thus, the individual 

borrower file and the financial reports of the borrowers were the source of data to 

analyze the determinant of the funded project's successful loan repayment 

performance. Specific goals, according to the author, only require the past status of 

funded projects to determine the determinants of positive loan repayment efficiency. 
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The data were collected and analyzed for the funded project for the period 2014/15 to 

2018/19. 

 

Table (4.1) The status of 25 project financing cases of AYA Bank 

No Industry No. of Project Defaulter Non-defaulter 

1 Hotels & Resorts 7 3 4 

2 High-way 4 2 2 

3 Bridge 6 3 3 

4 Power Plant 6 3 3 

5 Jetty & Terminal 2 1 1 

Total 25 12 13 

Source: Loan department of AYA Bank, 2019 

 

4.2 Analysis on Successful Loan Repayment Performance in Project Financing  

Descriptive research findings are presented in the form of mean, standard 

deviation, the relationship between variables as per following tables. The analysis was 

performed to classify the most important factors influencing the performance of loan 

repayment of project funded borrowers and assess the relative importance of 

significant explanatory variables on loan repayment. 

The paper reveals that loan processing time and, lag in project execution 

duration are the negative impact of loan repayment and project managers' managerial 

experience, number of project supervisions / bank follow-ups, equity-to-debt ratio, 

debt service coverage ratio are positive impact of loan repayment   projects. The 

variables are significant determinants of AYA's funded projects ' loan repayment 

results.  

The mean value of loan processing time by number of loan processing days is 

counting from receiving complete documents to loan disbursement date. The project 

manager who has been in business longer is for the mean value of managerial 

experience of project manager. Debt to equity ratio is measured by the ratio of input 

cash from owner of the project. Number of time for supervisory site-visit of the 

project was calculated for mean value of number of project follow-up. The mean 

value of delayed project implementation period appeared from categorical variable 

taking a value of 1 for stating period up to six month, 2 for stating period more than 

six month but less than one year and 3 for project exceed one year. It is a dummy 
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variable taking 0 for borrowers that do not have available input raw material and 1 for 

borrowers that have available input raw material for mean value of raw material 

availability. The mean value of debt coverage ratio is measured in calculating based 

on capacity of borrower’s project income for loan interest and principle repayment. 

 

(1) Loan Processing Time 

Table (4.2) Mean of Loan Processing Time 

Processing Time Mean Std. Deviation 

Defaulter 151.2 0.119 

Non-defaulter 104.45 0.535 

   Source: Loan department of AYA Bank, 2019 

 

Loan issuance / processing time is a significant factor that affects project 

performance. That's why it has a major impact on the project's production and revenue 

schedule. This in turn affects the project's repayment quality and causes a variety of 

loan repayment dates to be rescheduled. The measurement is defined as the days that 

was counted the request for credit to the disbursement.  Likewise, the study result 

shows that the default and successful projects took around 151 and 105 days for the 

average time from request to first disbursement for funded project by AYA's. 

 

(2) Managerial Experience of Project Manager 

Table (4.3) Mean of Managerial Experience of Project Manager 

Experience Mean Std. Deviation 

Defaulter 4.714 0.646 

Non-defaulter 8.8 0.661 

  Source: Loan department of AYA Bank, 2019 

 

It is a continuous variable assumed that as the projects are managed by highly 

experienced managers; it could overcome different challenges and this makes the 

project to be profitable and successfully paid its debt .As can be seen from the 

experience of  Table 4.3 is the important element to successfully run the business 

project. Likewise, while evaluating the lenders file at the time of assessment of the 

venture, AYA considered the experience whether or not the funded project 



38 
 

management was capable of successfully managing the enterprise. Based on the 

results of this report, the standard and effective funded project experience has an 

average between 4.7 and 8.8 years of AYA's funded project management experience. 

For the default project, the minimum and maximum managerial experience was 3 and 

6 while the successful project was 8 and 10 years respectively. This means that the 

Bank's positive loan repayment quality is influenced by more years of managerial 

experience. It is backed by Norel's (2001) and Kolb's (2008) experiential theory. 

 

(3) Equity to Debt Ratio 

Table (4.4) Mean of Equity to Debt Ratio 

Equity to Debt Mean Std. Deviation 

Defaulter 0.5 0.023 

Non-defaulter 0.568 0.016 

   Source: Loan department of AYA Bank, 2019 

 

The debt-to-equity ratio shows how much the equity-to-debt cost of the 

company is secured. Consequently, the study result showed that the equity-to-debt 

ratio of the funded project for the default and the good funded project was 0.5 and 

0.57 respectively. This indicates that the funded project's equity to debt ratios were 

nearly the same mean. 

 

(4) Number of Project Follow-up 

Table (4.5) Mean of Number of Project Follow-up 

Follow-up Mean Std. Deviation 

Defaulter 1.056 0.057 

Non-defaulter 1.632 0.054 

  Source: Loan department of AYA Bank, 2019 

 

It is a discrete variable and been measured in number of supervisory project 

visits of the project by Bank’s credit officers per annum. Making Project supervision / 

follow-up repeatedly is an important factor in the financed project's loan repayment 

performance. As shown in Table 4.5, the study result indicated that the Bank has 
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performed on average number of project follow-up / supervision once for default 

projects and twice for the successful project per year in the individual project. 

 

(5) Delayed Project Implementation Period 

Table (4.6) Mean of Delayed Project Implementation Period 

Implemented Mean Std. Deviation 

Defaulter 2.371 0.116 

Non-defaulter 1.325 0.097 

  Source: Loan department of AYA Bank, 2019 

 

It is a categorical variable taking a value of 1 for the financed project 

operation stating period up to six month, 2 for project operation more than six month 

but less than one year and 3 for project operation exceed one year. In Table 4.6, 

ensure that the delayed project implementation duration of the funded project is a 

mean value of 2 and 1 respectively for the defaulter and successfully funded project. 

This indicates that the funded project of AYA is either successful or defaulting, and 

financed projects have begun running within six months of the planned duration and 

lately it has taken more than six months but less than a year.  

 

(6) Input Raw Material Availability 

Table (4.7) Mean of Input Raw Material Availability 

Raw Material Mean Std. Deviation 

Defaulter 0.6 0.084 

Non-defaulter 0.65 0.076 

  Source: Loan department of AYA Bank, 2019 

 

Raw materials are so important to the manufacturing process that the amount 

of natural resources will decide the project's success. As can be seen from Table 4.7 

certifies that a mean value of 0.6 and 0.65 respectively was the raw material supply of 

the funded project for the standard and active projects. This indicates that there was 

no raw material issue in which either the defaulter or the successful projects were 

funded by AYA on both status. This explores the low impact of the availability of 

input raw materials on the Bank's successful loan repayment performance. 
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(7) Debt Service Coverage Ratio 

Table (4.8) Mean of Debt Service Coverage Ratio 

Debt Service Coverage 

Ratio 
Mean Std. Deviation 

Defaulter 1.23 0.893 

Non-defaulter 2.60 0.451 

  Source: Loan department of AYA Bank, 2019 

 

Debt Service Coverage Ratio are one of major factors to become successful 

repayment. As can be seen from Table 4.8 certifies that a mean value of 1.23 and 2.60 

respectively defaulter and successful. This implies that the number of time for DSCR 

decreases he probability of default rate also increases. 

 

(8)Mean Summary Table 

Table (4.9) Mean Summary Table 

Variables Mean of Defaulter Mean of Non-defaulter 

Loan Processing Time 151.2 104.45 

Managerial Experience 4.714 8.8 

Debt to Equity Ratio 0.5 0.568 

Follow-up 1.056 1.632 

Delayed Project 2.371 1.325 

Raw Material Availability 0.6 0.65 

Debt Service Coverage 

Ratio 

1.23 2.60 

  Source: Loan department of AYA Bank, 2019 
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CHAPTER V 

CONCLUSION 

The key findings of the study are summarized in this section, conclusions are 

drawn on the basis of the finding and recommendations are forwarded to AYA Bank, 

the regulatory body and macroeconomic policy decision-makers. 

 

5.1 Findings and Discussions 

AYA Bank was set up solely for the purpose of providing project funding for 

strategic projects as well as technical services and advice for those projects set up by 

AYA. Only if an effective monitoring and evaluation mechanism was put in place to 

ensure efficient and effective use of the fund / credit for the intended purpose, credit 

allocation could not help the country's economic growth. More importantly, the Bank 

must ensure that the loan is repaid in a timely manner in accordance with the terms 

and conditions of the contractual agreement. The study's main objective is to examine 

determinants of effective loan repayment in AYA Bank project financing. In 

particular, the paper is intended to determine the impact of the project manager / 

owner's organizational, demographic and socio-economic influences. In this analysis, 

only secondary sources of data were used to examine the determinants of good 

performance for funded project loan repayment. 

At the Bank, which currently controls the lion's share (cover 70 percent), data 

and information for the analysis were obtained from 25 files of individual borrowers. 

The study shows that 13 (53%) of the funded project were successful (non-defaulters) 

projects, while the remaining 12 (47%) were unsuccessful (defaulters). 

The study's analysis shows that independent / explanatory variables to assess 

the loan repayment quality of AYA-funded projects, seven are significant in 

explaining the variance in debt service. Such variables include loan processing time, 

project manager's managerial experience, and equity to debt ratio, number of project 

follow-up, delayed project implementation period, raw material availability, and debt 

coverage ratio. 

By comparing and contrasting the effects of the significant explanatory 

variables included in the analysis, project management experiences were found to be 

the most relevant positive determinant of AYA's project financing borrowers ' overall 

loan repayment results. This is because a director, who has long experience in 

managing a project, will be able to run the project efficiently by creating a realistic 
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strategy to successfully carry out the project's day-to-day activities, solve logistical 

issues and bottlenecks if encountered, and execute a backup plan or plan' B' if 

something goes wrong. In short, the practice of project management has a positive 

impact on a project's sustainability and productivity as well as on the quality of debt 

service. 

Loan repayment quality related to lag loan processing time is negative and 

significant. The possible explanation is that as the loan processing time exceeds the 

scheduled time, the project may not match the harvesting time, market problems for 

seasonal products, price escalation problem, and production schedule disturbance. 

This in effect has a negative impact on the project's sustainability / profitability as 

well as borrowers ' repayment efficiency. 

Another variable is the number of project follow-up / supervision that has a 

significant and positive impact on AYA's funded project borrowers ' successful loan 

repayment performance. This is because project borrowers who have had regular 

contacts / relationships with professionals from the Bank are better informed than 

those who have not had frequent contacts. As a result, well-informed entrepreneurs 

were able to implement effective strategies for marketing and production. On top of 

that, they know the rules and regulations of the Bank well. Generally speaking, 

project borrowers who have had repeated contacts with Bank professionals are more 

likely to be successful / non-defaulters with respect to those unsuccessful / defaulters. 

The debt-to-equity ratio is also a significant factor in improving the 

performance of loan repayment of projects funded by AYA. The main reason for this 

may be that if lenders (owners) make a significant contribution to funding projects 

relative to the credit ratio, they would appear to be more responsible for prompt 

repayment of their debts. In other words, the more capital lenders spend in equity 

versus credit, the greater their appetite to repay their loans. 

Projects will be postponed if not implemented in keeping with the project 

implementation plan that was initially agreed upon. In this regard, the result shows 

that any funded project's project execution period has a negative impact on the loan 

repayment performance of the funded project borrowers from AYA. It is significant at 

10% probability level. This means that efficient and effective execution of the plan 

leads to better debt and debt service. This could be illustrated by reducing massive 

pre-production costs such as fund / interest spending, operating and administrative 

expenditure, and the like. In addition, it can be expressed in terms of generating 
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adequate cash flows immediately after the project's gestation period has elapsed at the 

right time. 

Based on the findings, it can be concluded that project managerial experience, 

loan processing time, level of education, number of bank supervisions / follow-ups, 

equity to debt ratio, delayed project implementation duration and type of management 

have a significant impact on loan repayment efficiency; that is, any change (decrease) 

in the value of these variables leads to an increase in loan repayment performance. 

The project manager's managerial experience, the bank's number of supervisions / 

follow-ups, equity-to-debt ratio significant variables have a positive relationship with 

the bank's performance in loan repayment. While the loan processing time has a 

negative relationship with the Bank's loan repayment results, delayed project 

implementation duration and the same owner and project manager. 

 

5.2 Recommendation and Suggestion 

This study has the potential to help policy makers AYA Bank to take 

corrective action on the most critical determinants of credit-assisted projects ' 

successful loan repayment results. The potential consequences of the strategy that 

resulted from the analysis will be discussed below. 

 One of the key policy consequences has a lot to do with the close relationship 

that exists between project managers ' managerial experience and borrowers ' positive 

loan repayment results. In this regard, the Bank should include in its credit policy as a 

basic requirement for loan provision explicitly five years of experience or more for a 

project manager, regardless of whether he / she is working or self-employed.  

The other factor is lag in loan processing time, which is negatively associated 

with project financing's loan repayment efficiency. This implies that by setting up an 

effective monitoring and evaluation system, the Bank should improve its loan 

processing and project management system. To this end, in a win - win strategy, the 

deadlines set for reaching different objectives should be objectively assessed and the 

important lessons learned in the process should be implemented immediately to 

continuously improve subsequent results. 

It also has a direct bearing on positive loan repayment quality to undertake 

regular project follow-up / supervision visits. In other words, implementing effective 

and efficient project monitoring / supervision process and practices should be 

considered as a major part of credit operation because a borrower who receives the 
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Bank's comprehensive and consistent knowledge and technical advice is more likely 

to succeed. The credit manager / policy maker should therefore put greater emphasis 

on managing or controlling projects in order to provide relevant information and 

technical support for the performance of the projects developed by the financing of 

the Bank. To improve the performance of project follow-up / supervisory visits, the 

Bank will implement effective monitoring and assessment mechanisms to assess the 

output of each and every follow-up / supervisory visit after sufficient project follow-

up has been performed. The other factor is the debt-to-equity ratio which affects the 

loan repayment performance of project financing directly and positively. In general, 

the Bank should be required to increase the debt-to-equity ratio of project financing in 

the Bank's credit policy, 50:50 or more, and this requirement should therefore be 

highlighted before any loans are released. 

Expediting the implementation period of the project has a positive impact on 

the performance of financed projects in loan repayment. The Bank should therefore 

keep a close eye on the timely implementation of projects at all times in accordance 

with the implementation schedule set out in the assessment analysis of the project. At 

the same time, to track each and every achievement reached, an active tracking and 

assessment process must be in place. By doing so, unnecessary cost overruns in 

project management can be reduced or eliminated. 

 

5.3 Need for Further Research 

The study only focuses on project financing in the case of AYA Bank and this 

study could not present for other loan products due to the time limitation. In addition, 

this study focused on some variables related to borrowers ' success loan repayment 

determinants. 

  Further study should be done by adding on with another variables which are 

Ethic & Behaviors of borrower, Management Type, connecting with credit Bureau to 

know the credit history of customer, the education level of borrower. Also, there may 

also be a need to check whether there is any connection between the repayment of 

loans and the borrowing purpose. To order to ensure that this result is accurate, 

additional survey is essential. More research needs to include recipients from various 

banks in different zones and region. 
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APPENDIX  

Format prepared for data collection 

This format is prepared to collect data’s from the files of the individual 

borrowers at AYA to undertake the research titled ‘Determinants Factors of 

Successful Loan Repayment Performance in Project Financing: The case of AYA. 

 

Section (A) 

 

I. Background information of the borrowers’ or project manger 

 

1. Name of credit officer:  ___________________________________ 

 

2. Position:    ___________________________________ 

 

3. Department:   ___________________________________ 

 

4. Bank   ___________________________________ 

 

5. Job Scope   ___________________________________ 

 

6. Name of the project   ___________________________________ 

 

7. Project Sector   ___________________________________ 

 

8. Type of project   ___________________________________ 

 

9. Name of the project   ___________________________________ 
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10. Managerial Experience of Project Manager/owner__________________ years. 

 

Managerial Experience Defaulter Non-defaulter 

Less or equal to 5years   

6 – 10 years   

11 – 15 years   

Greater than 15 years   

Total   

 

 

II. Loan history 

11. Status of the project Loan  

    (i)Defaulter     

    (ii)Non-defaulter  

 

12. Loan processing time (i.e. number of days taken from loan application to first 

Disbursement of the loan):__________. 

 

Loan Processing Time Defaulter Non-defaulter 

Less or equal to 100day   

101-150 days   

151- 200 days   

201- 250 days   

251- 300 days   

301- 350 days   

Total   
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13. Equity to debt ratio: ___________%. 

Equity to Debt ratio Defaulter Non-defaulter 

Less/equal to 0.25   

0.25- 0.50   

0.510- 0.75   

Greater than 0.75   

Total   

 

 

14. Delayed Project implementation period 

Project lately 

Implemented from the 

expected period 

Defaulter Non-defaulter 

Up to 6 months   

Between 6 and 12 months   

Above 12 months   

Total   

 

 

 

Section (C) 

III. Other information 

15. Number of project follow-ups/inspections per annum under taken by the Bank 

after the loan disbursed. 

Follow-up Defaulter Non-defaulter 

Less or equal to 0.5 times   

0.51 – 1.0 times   

1.1 – 1.5 times   

1.51 – 2 times   

Total   
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16. Delayed Project Implementation Period 

Project lately 

Implemented from the 

expected period 

Defaulter Non-defaulter 

Up to 6 months   

Between 6 and 12 months   

Above 12 months   

Total   

 

 

17. Debt Service Coverage Ratio  

Debt Service Coverage 

Ratio 
Defaulter Non-defaulter 

0.1 to 1time   

1.1- 2 time   

2.1- 3time   

Greater than 3 time   

Total   

 


