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1.0 RATIONALE
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CRISL has assigned the Long Termn Rating of 'AA-" (pronounced as double A minus) and the Short
Term Rating of 'S5T-2 to People’s Oriented Program Implementation {POPL)] based on its financials
and other relevant quantitative and qualitative information up to the date of rating. The above
ratings has been assigned after due consideration of some fundarmentals such as average capital
adequacy, average operational performance, average liquidity, operational activities extended to
large geographical areas etc. However, the above ratings are constrained to some axtent by
factors such as decrease in grant income, high outside liability to equity and high finance cost to
revenue ratio ete.

Micre Finance Institutions rated in this category are adjudged to be of high quality, offer lugher

safety and have high credit quality. This leval of rating indicates a corporate enlity with a sound

credit profile and without significant problems. Risks are modest and may vard sfightly from time
A

For Pra@ﬁnt & CEO
Md. Asaduzzaman Khan
Executive Directer
Grect Rating Information and Services Lid.




CIRISL

Settio gladed stamdaind ef matisast el

Credit Rating Information and Services Limited
Firgk B8O 2001 1 2045 Certified Credit Rating Company In Sangladesh Operating Snce 1995

CREDIT RATING REPORT
On

PEOPLE’S ORIENTED PROGRAM IMPLEMENTATION (POPI)

to time because of economic canditions. The short term rating indicates high certainty of timely
payment. Liquidity factors are strong and supported by good fundamental protection factors. Risk
factors are very small.

CRISL also placed the entity with "Stable’ Outlook with an expectation of no extreme changes in
economic or entity situation within the rating validity period.

2.0 ORGANIZATIONAL PROFILE

Registered by § bodies

Witle operational
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2.1 The Genesis

Pecple’s Oriented Program Implementation (POPI) s a MNon-Profit, Mon-Palitical and a Mon-
Government Organization. It started jts philanthropic and humanitarian journey in December 1986
having a core vision of enviseging a prudent nation free from hunger and poverty where every
citizen leads a life with dignity and equity. POP] started development work through ralsing
awareness, sensitizing and organizing the women living In poverty and extreme poverty an
development issues and building their leadership and management skills. The inittal aim of the
organization was to work to alleviate poverty through empowering women. From that humble
beginning, POFl has grawn In strength, and today it is one of the leading NGOs in Bangladesh. As
a development crganization, POPI's services have been deeply appreciated by the people it warks
for, and it has expanded its geographic footprint acrass 26 districts of the country. In its long
lourney of 30 years, the organization remains committed to making a differenca in the lives of
people by pramoting sustainable development, gender justice and social harmony. To achieve its
ultimate vision the organization currently holds various programs but the main ones are, Micro
Finance Program; Education program, Adolescent development program, Cultural and sports
program, School feeding program, Basic literacy program, Health, Mutrition and WASH
(HNWASH), Awareness raising prograrm, Safe water and sanitation service, livelihood development
program, Agricultural support service Human, Institutional and Leadership training and Practical
skills development training etc. The major development partners of the organization are PKSF, the
United States Agency for International Development (USAID), The World Food Programine (WFP),
Water Organization. The Head Office of the organization is located at 5/11-A, Block-E, Lalmatia,
Dhaka-1207, Bangladesh.

2.2 Chronicle of Registration
ROPI currently has registered under many social and governmental bodies. The core five (05)
registering bodies and their cetalls of it are shown in the following table:

[ Registering bodies Registration number Date of Registration
Social Welfare Organieaticn kishore-0056 15.11.19E6
NGO Affairs Bureay 507 i x _30.07.3991
Micre Credit Regulatory Authority D2150-01563-00159 16.03 2008
:hk:nsma{g:sgg of Joint Stock Companies and Khuing- 179 28.08. 2006
Family Planning 56/96

2.3 Operational Network

Now, the arganlzation has total 230 branch affices which are being operated in 174 Upazilas and
26 districts. The branch offices are located in Kishoreganj, Gazipur, Dhaka, Munshiganj,
Narshingdi, Marayanganj, Brahmmanbaria, Cumilla, Chandpur, Cox’'s Bazar, Chattragram, Fani,
Noakhali, Lakshmipur, Rangpur, Dinajpur, Nilphamari, Lalmonirhat, Panchagarh, Myrmensingh,
Sherpur, Sunamganj, Netrakuna, Kurigram, Manikganj, Tangail Districts. POPI has a training
center located at Chittagong, Khagrachari & Dhaka, At present, the organizatigh has 247,985
members where 14,378 are groups as on June 30, 2022.

) ‘f\/.f'
For President & CEO

Md. Asaduzzaman Khan
Executive Director
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3.0 MAJOR PROGRAMS

3.1 Micro Finance Program

The Microfinance Program (MFF) of the organization, which began in 1992, has now been scaled
up and winged with other projects to realize the availability of financial services for the poor
households to reduce wvulnerzbility and help the poor people to increase their income. POPIl's
microfinance program IS working as a Walking on Two Feet development strategy. With support
from (Palli Karma-Sahayak Foundation) PKSF, the project has been focusing on increasing the
income of rural poor through providing the required financial support to the rural poor and
vulnerable people. The micrc credit loan disbursement is mainly made through twanty-two
components. The organization has disbursed total loan of Tk. 17,228.70 million as on June 30,
2022 -and Tk. 10,002.21 million as on June 30, 2021. A summary of product detalls Is given

below:
Products Purpose Description
lagaron i5 given to the clients for their income generating
activities. The sire of the loan Is from Tk. 10,000 to Tk.
JAGORON ::S:::alg;n::?:!mnia;;::nﬁ for 150,000 @ 24% Interest in decline method and to be repaid
In 12, 18, 46 & 59 Monthiy/Weekly instaliments within 1 or
1.5 years
5 AGROSOR Is given to the clients far their income generatin
:;ﬁmﬁéi:gmw"gﬂ; activitiss, The ‘sire of the kan & fFom Tk, 151000 to Th.
AGROSDR m“‘ and ¥ mediym | 3000000 @ 24% interest in decline method and to be repaid
entrenraneurs In 12, 18 & =6 Monthly/weskly Installments within 1 or 1.5
years
To cater for the middle-Income AGRO-SEP Is given Lo the clients for thair income generating
group, business persons and activitles, The size of the lvan Is from Tk, 40000 to Tk.
AGRO-SEP | small and meadium 2000000 @ 29% interest in deciine method and to be epaid
entrepreneurs In 12, 18, 46 & 69 weakly Instaliments within 1 ar 1.50
L A S R e S T N e
To cater for the middle-income | AGRO-MDOP is given ta the clients for their Income
AGRD- group, business persons and generating activitles. The size of the lpan s from Tk
MDP small and medium 100000 to Tk. 2000000 @ 24% interest in decling method
Entreprenedrs and to be sapald in 12,18, 46 & 63 weakly Inctallments
within 1 or 1.50 years
To cater for the middle-income | AGRO-MDP-AF Is given to the clients for their income
AGRO- group, business persons and generating activitles, The size of the loan is from Tk
MDP-AF small and medjum 100000 to Tk, 2000000 @ 18% interest n declihe method
Entrepreneurs and toc be repaid in 12, 18, 45 & 59 weekly installments
within 1 or 1.5 years
BUNTAD s given to the clisnts for their income genersting
BUNIAD Product with special features to | acbivities. The size of the loan s from Tk, SO00 to Tk, 30000
senve the extrame poor @ 20% Interest In decline method and to be repaid m 12,
18, 46 & 69 weekly instaliments within 1 or 1.5 years
ENRICH-IGA Is' given to the clients for their income
ENRICH- T Bee tha. ksl nestls. of riln’:ru::rm:ll'l,-,,u activities, The '5111? of the loan is fram Tk;SE:uBO
IGA IRl mid iEce Ea s o Tk. 1000000 @ 24% Interest In decline method and Lo be
ol repaid in 12, 18, 46 & 69 weekly instaliments within 1 or
1.5 years
LIFT is given to the clients for their income generating
activities. The size of the lean is from Tk. 1000 to Tk.
LIFT iz “;:: m :f;?;ﬂ::ﬁ of 1000000 @ 24% interest In deciine mathed and to be repaild
S in 12, 18, 46 & 69 weekly instaliments within 1 or 1.50
years
To cater for the middie-income | SL-ME Is given to the clients for their income generating
SL-ME group, business persons and acuvities. The size of the loan i5 from Tk, 50000 to Tk,
small and medium 1000000 @ 18% interest in decline methed and to be repaig
EN{reEprensurs I 12, 46 weekly installments within 1 year
LEPIG Is given g the clhents for their Income generating
LEPIG Income generating activities for | activitles. The size of the loan is from Tk. 1000 to Tk. 60000
senlor citizen @ 16% Interest in decline method and o be repand in 12 &
46 weskly installments within 1 year .
Page 3 of 20 To improve the living conditions | ABASON is given to the clients for their income gencrating
ABASON of the target odisadvantaged | activities., The size of tha loan s from Tk, 50000 to Tk,
pegpio 1200000 @& 12% interest in decling m
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in 1,12, 24, 36, 48, 60 Monthly instaliments within
Maximum 5 years

ECCCP-
FLODD

Rehabllitation for flocd aMected
people

ECCCP-FLOOD is given to the cllents for their income
generating activitlies. The size of the lean is from Tk 1000
to Tk, 30000 @ 20% [nterest In decline method and to be
repaig in 12, 1B, 46 & 69 weekly installments within 1 or
1.5 years

CSL-SEP

To cater for the middie-incame
group, business persons and
small and meadium
sntrepreneurs

CSL-SEP s given to the cllents for their income generating
activities. The size of the lpan is from Tk.1000 to Tk,
4000000 & B% interest in decline method and to be repaid
in 12 & 46 weskiy Ingtaliments within 1 year

SAHOS

To cater o the emergency
credit needs of natural disaster
victims

SAHOS |5 given ta “the clients fnr their income qEI'I!.'fRE‘Lg
activities. The size of the loan is from Tk, 1000 to Tk.15000
B B% Interest in decline method whereas average efféctive
annual interest s aboutl 8% and to be repald In 46 weekly
Installmenis within 1 year

To create hygienic society

SDL |5 given to the clients for their income generating
actlvities. The size of the loan Is anly Tk, 15000 @ 18%
interest in decline method and to be repaid in 12 & 46
weekly installments within 1 year

SUFOLON

Teo promote Agriculture sector

SUFOLON is givan to the clients for their Income generating
attivities. The size of the |oan Is from Tk. 10000 to
Tk.500000 @ 24% Interest in decline method and to be
repaid in 12, 1B, 46 & 68 weskly Installments within 1 or
1.5 years.

EMRICH-

A concept of whole family
development. Along with
covering education and health,
It also facilitates for the best
utilization of the existing
capabllities and resources of
the poor households

ENRICH=-AC is given to the clients for their income
generating activities. The size of the lsan Is fram Th 1000 to
Tk.30000 @ '8.50% interest in decline method and to be |
repaid in 11, 22 weekly Instaliments within 1 ar 2 years,

ENRICH-LI

To serve the seasanal needs of
marginal and middle farmers

ENRICH-L1 Is given to the clients for their income generating
activities, The size of the loan Is from Tk, 1000 ta TK.1000G0
@ 4.50% interest In decline method and to be repaid In 11
weekly Instaliments within 1 year

LRLP

Rehabilitation for natural
calamities affected people

LRLP i5 given to the clients for thelr income generating
activities. The size of the ican & from Tk.1000 to Tk,
100000 @ LB% |nterest in decline methos and to be repald
In 46 weekly Installmenis within | year

LRL 2ND
PHASE

Alms o revive the economic
activities of the poor affected
by Covid-19 by creating self-
employment opportunities

LRL ZND PHASE Is given to the clients for their |r1cu:+me
generating activities. The size of the loan is frem T, 1000
to Tk. 50000 & 4% interest In decline method whereas
avarage effective annual interest is about 4% and 1o be
repaid in 1B weekly installments within 1 year

HH-
WATER

To promote safe and arsenic
free water

HH-WATER s given (o the clients for their Income
generating activities, The-size of the lnan s fram Tk, 15000
m Tk. 50000 @ 18% Interest in deciing method 3nd to be
repald in 15 weekly installments within 1.5 years

3.2

Page 4 of 20

Social Development Programs
Besides microcredit POPT has taken several philanthropic programs with a view to geveloping the
social position of the distressed pecple of Banoladesh by improving their living standard. At
present, there are some social development programs of the organization like health, education,
child labor and non-formal education, agriculture and livestock, skill development,
management, environment, gender promotion etc. A summary of the recent, Social Development
Programs are shown in the following table:

disaster

4

y

For President & CEO
Md. Asaduzzaman Khan
Exacutive Director
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4.0 OPERATIONAL PROCESS

4.1 Credit Policy

PCPI implements programs through its branch offices and bengficiaries’ organizations such as
groups and centers. The head office provides guidance, supervision and aiso monitors the
actlvitles of the branch offices. The operation cof the program of the arganization runs under a
center, The groups are federated into centers and one or more groups are formed in cne area. A
center |s the centre of all activitles at the area level. Each center has a Center Chief for smooth
operstion. OB to 30 like-minded peaple fram the same village with simitar econamic status but not
related tw each other can form a group. The group members are required to undergo an intensive
training program of 1-2 weeks on group management, group responsibility and credit discipline,
role and procedures. The group members alsoc need to pass a test on their Integrity, senousness,
and understanding of principles and proceduraes of the credit program and must have the ability to
write their names before the group Is recognized for credit. IF any dient needs loan he/she has to
Page & of 20 discuss the matter with the group members and thereafter in the weekly mesting as well, When it
is found that the use of loan will be beneficial to the applicant and the borrower will follaw the
rules and regulations of the organization, the decision is taken fpf‘hgmntﬁg loan. Afterwards
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respective officers give recommendation on the loan application and the loan is granted as per.
The delegation of power of the management (in terms of credit, administrative and financial) is
fairly distributed. According to POFPI policy all oan proposal appraisal and approval procedurss are
segregated between the Board and management to provide the loan for the smooth business
operations, Branch manager gives approval taka 5,000 to 1,00,000; Assistant Program manager
gives approval taka 101000 to 3,00,000; Program manager gives zapproval taka 3,01,000 to
6,00,000; Assistant Director (EES) gives approval taka 6,01,000 to 10,00,000; Director (EES)
gives approval taka 10,01.000 to 20,00,000 and Executive Director gives approval taka above
20,00,000,

4.2 Savings Scheme

POPI coffers four types of saving scheme such as 'General Savings, 'Special Savings’, "Member SFF’
and 'Member SFF Fixed', The Organization collecis at least Tk, 20 as 2 General Saving par week
and collects at |east Tk. 50 as a2 volunteer savings scheme from group members. The General
Savings Is 8 compulsory saving nature for the members for which the annual interest rate Is 64%.
Savings fund can be withdrawn if the member leaves the orcanization, On the ather hand, spacial
savings can be withdrawn at any time for any purpose. The ‘Member SFF and Member SFF Fixed’
scheme is a long-term deposit where members can earn up to 11.10% profit, but if the member
withdraw money before maturity then they will be entitled to lower profit. A comparative
summary of savings scherne has been given bellow:

[Tk, immiliiom}
Savings Name FY 2021-22 FY 2030-21 FY 2019-10
Ganeral 5avings 234769 | 1737.54 1516.63
Special Savings 593.47 | 453.31 386.07
Mamber SFF 47496 | 33404 | = 279.40
Member SFF Fixed 256,71 56.59 34.36
|_Total Savings | 3672.78 255157 | = 2326.49 |

5.0 MICRO FINANCE INDUSTRY IN BANGLADESH

Any agency that is not controlled by Government can be regarded as NGO. The public perception
of Non-Gevernmental Organizations (NGOs) is that, they are working for the common good of
individuals or groups. The history of NGOs in Bangladesh could be traced way back to the British
colonial period, Since the British esra, NGOs in its traditional form have bzen working in
Bangladesh as different religious trust-based schools, hospitals and arphanages. Howaver, NGOs
in Bangladesh got a radical transformation and turned into agents of development in the post-
independence era. Since 1970s, NGOs therefore hags become the part of the nstitutional
framework of poverty alleviation in Bangladesh, The NGO sector in Bangladesh is an inseparahle
part of our society. Gradually, NGOs started to work (n the field of group formation, credit, formal
and non-formal education, health and nutrition, family planning and MCH (Mother and child
Health) gender development, poultry and livestock, agriculture, sanitation, environment, human
rights, advocacy, legal aids and many other fields. Untiring efforts and intrinsic zeal have led
NGOs towards assisting the poor in poverty alleviation and to empower them in every aspect of
social life,

Specially, a range of statutory and administrative regulations exists in Bangladesh for registraticn,
prior review, project approval and utilization of foreign funds by NGOs, that is the real sources of
NGO functioning. The legal framework has two major dimensions: one is laws for incorporation
and providing legal entity to NGOs; and another is laws governing the relationship of NGODs with
the Government, NGOs in Bangladesh are registered under different Acts. These are (1) The
Societies Ragistration Act, 1BGO; (2) The Trust Act, 1882; (3) Voluntary Social Welfare Agencies
{Regulation and Contrcl) Ordinance 1961; (4) Co-operative Socleties Act, 1925 and (5) The
Companies Act, 1913 (amended in 1914). NGOs registersd under these above-mentioned acts are
controlled in accordance with (1) The Voluntary Social Welfare Agencies {Regulation and Control)
Ordinance 1961; (2) The Foreign Donation (voluntary activities) Regulation Ordinance, 1978
(amended in 1982) and (3) The Foreign Contribution (Regulation) Ordinance, 1982, The highest
Page 7 of 20 number of NGOs |s registered under The Societies Registration Act, 1980, The NGO Affairs Bureau
(NGOAB) was established in 1990 with the authority to register and requlate’a)]l NGOs cperating
with foreign funds in Bangladesh, With a large number of [aws, ord[janc 'rﬁ@é and regulations
rl
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applying to NGO operations, difficulties and inconsistencies have smerged. The whole lagal
framework needs to be revamped to feciltate the promotion of a healthy NGO sector and
strengthen the national contzxt for Increased Government-NGO collaboration and partnership in
functioning for the betterment of the peaple.

Bangladesh is the breeding ground of some world-renowned Non-Profit Organizations {(NFO).
NGOs mainly focus on Micrcfinance, Development Program and Solar Home System eotc. The
Microcredit Regulatory Authority (MRA), established by the Government in August, 2006 and all
micrafinance operation Is regulated under MRA. Currently, 74b institutions (as of December 2020)
have been licensed by MRA to operate Micro Credit Programs. But, Gramean Bank ic cut of the
jurisdiction of MRA &s it is operated under a distinct legislation- Gramezen Bank Ordinance, 1983,
Compared to other countries, Bangladeshl MFIs are doing excegtionally well in accountability. The
MRA do an audit of MFI on quarterly basis, the PKSF does audilt to their partners in every two
menths. This is not only & financial audit, it is a management audit too. These NGOs have to
repart to the DCs and UNQs. They also have to report to the NGO Affairs Bureau (NGOAB) of
Prime Minister's Cffice of Bangladesh. The NGOAB also do an annual audit for each of thefr
approved projects with regular field level monlitoring.

In Bangladesh, 90% members are femala in microcredit sector, Bangladesh is one of the poorest
and densely populated countries of the worid. Nearly half of the population lives under the poverty
line, out of which 30 million are ultra poor.

In Bangladesh total microfinance organization stood at 747 where total branches is 20,955 in
FY2020-21. A details plcture of micro credit sltuation under Microcredit Regulatory Authorty
{MRA) certified organization is as below:

Page 8 of 20

Particulars FY2020-21 FY2019-20 | FY 2018-19 FY2017-18 F¥2016-17 FY2015-16
Branch 20,855 20),B98 18,077 18, 156 17 136 L5, 204
Seaff 175,791 | 171,110 162,175 1,53.919 1,35.526 1,22 335
Members (in 3519 333 32.37 31.22 2980 27.58
millions)
Borrawers {in 2780 26.15 25.78 25 40 2598 23.11
milllong)
Loan 1512.09 136275 140317 1,201.9t 104578 gi.67
Disbursemen
t (in billlons) I i )y
Loan 948.85 BBA.64 787,58 673.94 583 .62 454.01
Recelvabia
paosition (in
billions]
Tatal Depesit 422.39 373.80 306.1% 262.95 215.71 L76.567
colleckion (in
billlons)
Total Loan 1397 13 1329.88 1,333.05 i P U 2 1 #7685 J73.00
collection (In
billiang}

{Source: MRA-MIS datsbase-2021)

A detail of Overall microcredit scenario of Bangladesh in FY2020-21 Is as below;
Detalls Member Borrower Recsivables savings Risbursement

(in millions) {in millions } Lin millions) (in milllons] (in million=s)

MRA 35.19 27.80 940 A50 422,380 1,512,000
Grameen Bank 2.38 6.54 142,509 158,836 | 195479
Gavt's 161 1,16 28,582.33 5450.45 2637573
Qrg foffica/special

| pregram
Govt., and MNon-gout 0,54 041 31,579 62,300 T 1
Bank
Total 46.72 35.91 1,152,610.23 647 985,25 1,745,694.73

In FY 2020-21, MRA institutions distributed total loan among SME beneficiaries of Tk. 1 lack 51

thousand 2 hundred 9 crore. Qut of which top 10 MRA organizations distribured loan of Tk.99

thousand € hundrad 78 crore, which contributed 65.92% of total disbursement loan, On the other

hand, top ten MRA institutions held 69.26% of total loan eutstanding an ?1,?5%},\:/1"1_-0:3: savings
P
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portfolio. The top ten MFIs are: BRAC, ASA, Bureau Bangladesh, TMSS, §55, Jagorani Chokro
Foundation, Podakhep, UDDIPAN, Sajida Foundation, and Polli Mongo! Kormoshuchi (PMEK).

Though NGOs play a vital role In Bangladesh to serve the poor people who are needy of financial
support, they work under many constraints and challenges. One of the problems of the NGO
industry is [ack of transparency in NGOs along with very small number present information about
their employees, processes of work and sources of grants, international denation, human
resources management and HR development, democracy anc good governance, lack of
indigenous funding, competition among the NGOs, strategic management etc. In addition, some
of challenges that NGOs are facing are:! (a) lack of financial sustaingbility; (b) shortage of efficient
employees and high employee attrition; (c) inadeguate infrastructure; (d) undue interference and
contral by the government; (e) lenagthy fund release process; () low level of inter-sect oral
cooperation; (g) inadequate training and low level of true professionalism amang employees often
aggravated by lack of job security; (h) lack of information and relevant research; (i) religious
conservatism and militancy, and threat of terrorism; (1) political pressure and political instability;
k} Unfavorahbie tax regime; and (I) natural calamities.

The microfinance institutions (MFIs) in Bangladesh are facing a cash flow crisis amid the deadly
Covid-19 pandemic. The MFIs did not collect loan instaliments from their clients for the last one
and half months as the government halted nationwide operations. On the other hand, the rural
people who make up majority of the clientele of these institutions did not get loans during that
period despite a huge demand, Mast of the mid and small levels MFls are already facing hardships
and difficulties In paying full salaries to thelr staff last month,

Under the situation, the MRA issued a circular for MFIs to operate on a limited scale untll further
notice. During the limited operation, microfinance institutions can distribute relief, pay back
depasits, and provide loans from the stimulus package of Tk.3,000 crore for proper health safety
measures.

The Asian Development Bank (ADB) tripled the size of its response to the novel coronavirus
disease (COVID-19) pandemic to $20 billion and approved measures to streamline its operations
for quicker and more flexible delivery of assistance. The package expands ADB's $6.5 billion initial
adding £13.5 billion In resources to help ADB's developing member countries counter the savere
macroeconomic and health impacts caused by COVID-19. This fund will be provided to help
governments of developing member countries implement effective countercyclical expenditure
programs to mitigate impacts of the COVID-19 pandemic, with @ particular focus on the poor and
the vulnerable. Grant resources will continue to be deployed quickly for providing medical and
personal protective eguipment and supplies frem expanded proccurement sources., Refinance
scheme for micro finance loan should be operated with ultimate interest rate in a range of 5-7 per
cent, NGOs and MFIs (microfinance Institutions) should be entitled to any central bank refinance
scheme directly rather than through scheduled commarcial banks.

6.0 ORGANIZATIONAL GOVERNANCE

6.1 General Body
POPI follows a two-tier governing structure which Is composed of General Body and Executive
Committee to efficiently carry out operational and strategic dedsion-making activities of the
organization. The general body consists of 21 members and they hold the supreme authority of
FOPI. They are also responsible to elect the 7 member Executive Committee for FOPL The
21 members Ganerai General Body regularly meets once in a year in the Annual General Mesting as per by-laws, Thers
Body is also provision to meet on emergency special meeting as and when reguired. The General
Council deals with policy issues and do not interfere in routine matters. The policy issues and
specific issues are dealt in the annual general mesting. It alsc approves annual budget, annual

report and annual financial reports of the organization, appoints extgrnal auditor gand elects the
members of the Executive Committee. M
F

For President & CEQ
Md. Asaduzzaman Khan
Executive Director
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6.2 Executive Committee
Executive Committee (EC) of POPI consists of 7 members, elected by the General Body Tor three
years term which provides palicy guidelines to the prganization and ite Institutions. The Chairman
of the EC takes care of constitutional affairs of POPI and convenes the meeting of GB and EC.
Executive Committee meets on quarterly basis or bi-monthly if so required. Abdul Hamid Bhulyan
Eﬂ%ﬁ:ﬁ: Executive acts as the Chairman and Murshed Alam Sarker acts as the Member Secretary of the organization.
The General Committee s entitled to elect the members of the Executive Committee with the
responsibilities of supervising all the activities of the organization, assisting the President i case
of need, approving the budget of the crganization as well as different projects under oparation,
deciding on any changes in the activities of the arganization subject to the approval of the General
Committee. It also evaluates the progress report on the activities of organization's projects and
examines accounts, approves the policy of recruitment of the staff.

Executive Committee
Sl. Name Age (in Deasignation Exparience | Educational
Ma years) (In Years) | Qualification
1. Abdul Hamid Bhuiyan 74 Chalirman 33 M. Sc.
2. Md. Sharif Uddin Ahmed &0 Vlce-Chairman. 25 M55,
3: Ms. Raflqua Aknter £9 Treasyrar 22 | M55 (Eca)
| 4. | Ms, Shamsunnahar Chowghury 0 Executive Member 32 | M55
5. Mr. Rasel Abmed Liton 48 Executive Member 34 MBA&
-H Syed Mposaddeque Hossaln 70 Executive Member 47 MSS (GP)
7. Murshed Alam Sarker G2 Member Secreiary 38 HMEA

6.3 Management Team

FOP1 holds an experienced and efficient management team and it is controlled by the Secratary,
Murshed Alam Sarker. Each and every department is headed by different individual
Director/Deputy Director's. The Secretary is actively assisted by four experienced Directors and
ane Deputy Director who managing the operational activities of all the programs including Micro
Finance Program. The top-tier management team members are gualified and have long
experience in NGO sector. They are committed to achleve the organization’s mission and vision,
The management enjoys enough delegation for the smooth running of its activities. The details of
the Management Committee are shown below:

Management Committee of POPI

Sl. | Name Educational | “E!p.eri'en;.;.
Mo Designation MName of Department Experienced | (in.years)
1 | Md. Majlbur Rahman Directar Social Empowerment Sector 8. Com [ 35
2 | Ferdousi Begum Director E"’“““Eﬁ%ﬁ“’“’“‘“‘ MA 24
Experienced Md. Moshihur Econnmic E:n
o ' o =t powrErTiEnNT <K
managament team 3 | pabiman Biretent Sector e Lot
4 | Samimah Tasnim Director Finance & Accounts | M. Com 19
v Deputy s ; g .
5 Kalilur Ratman Bitsehr Soctal Empowerment Saclor MSC _ 27
6.4 Human Resources Management

POPI follows 2 structured human resource pelicy, The organization pursuss a set of Service Rules
covering majer aspects of HR practices and offers a cangenial working environment to its hurman
resources. The service terms as set forth, demonstrate a detail guideline and covers major
aspects of HR practices. Initially ta become permanent (regular) employee, a person has to
sustain a probationary period of usually & month and have to wait for the spproval of the
management committee, After the approval, the individual is entitied to receive competitive salary
followed by two festival bonuses, annual increments, provident fund, gratuity, overtime allowance
and dally allowance etc. POPI has a separale training division and each year the Training Division
offers a variety of training courses related to different aspects of micro credit, fural development
atc. All the training programs are managed Internally. Currently, the total n m'?cuaf employees in
1 K.u—r/.
A

Page 10 of 20 arganization stood at 1,592 'as on July 31, 2022,
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6.5 Management Information System (MIS) and Internal Control System

The organization Is operating with an adeguate technalogical infrastructure. POPT similtaneously
adopted policies to facilitate the management of computarized data antry and reparting syctem.
All the branches are opersting with fully automated MIS ang AIS reporting system. The
arganization maintained onling automation system of "Microfin360’. Using this software, the
organization has capably maintained all donor funded project financial activities including
inventory, HR, fixed assets & procurement etc. However, the organization holds a separate
internal audit department, which ensurss effective internal control for the arganization. For
internal audit, the organization has 19 auditors where headed by Najmul Hassan Buiyan. The
details of the internal audit team are shown below,

s, MName [ Designation Educational Qualification
No |

1 Najmul Hassan Buiyan I Manager [Audit) MBA [FINANCE)

2 Md, Helal Uddin | Assistant Manager [Audit) M.Com (Acc)

3 Anwar Hossain Assistant Manager (Audit) M.Com (Mgt}

4 Sukumer Bgse Assistant Manager [Audit) M.Com (Management
3 Bishaw it Dev Assistant Manager (Audit] L M. Com (Mat)

& Shohel Mancar Assistant Manager (Audit] M.Com (Acc)

7 Nittyananda Sinha Senior Audit Officer M.Com [Marn)

8 Rashel Uddin Senior Audit Officer M.Com [Acc)

9 Harun-0Or-Rashid Senior Audit Officer HA =
10 Rafikul Islam Senlor Audit Dfficer M.Cam [Accounting)
11 Easin Asral Senior Audit Officer MBS{Marketing)
12 MNasir Uddin Senlor Audit Officer MBS{Marketing]
13 Md. Shriful Islam Senlor Audit Officer MBS{Accaunting)
14 Raynan Sarkar Senlor Audit Officer MBS{Accounting)
15 Rakib Hasan Senigr Audit Officer MBS{Management]
16 Sairwl Islam Senlor Audit Dfficer MBS Accounting)
17 Bappy Kermokar Audit Officer MBA

18 Kawsar Mia Audit Officer MBA

18 Shaddam Hossain Audit Officer BBA{HonM's)

7.0 AMALYTICAL FRAMEWORK

The disclosures of accounts of the crganization have been found moderate. The consolidated
audited finencial statement for the year ended June 30, 2022 has been considered for financial
performance and also the micro finance financial statement has been considered. Financial
statement has been audited by the Akhtar Amir & Co. chartered Accountants.

8.0 OPERATIONAL PERFORMANCE

Indicators FYZ2021-322 FY2020-21 FY2019-20
Loan Disbursement (In millien Tk, micro cradit) 17,238.70 10,002.21 7.877.93
Total barrower (No of Perzon) (Micre credit) 207,166 167,033 141,727
Aversge operationsl Loan Qutstanding (In million Tk.} 11,319.44 7,036.60 3,590.23
perforrmance Total Savings partfollo (In million Th.) 367278 2591.57 2126.49
Total Incame (In millien Ti.) 2013.17 1401.06 1315.19
Total Expense (In milllon Tk.) 1601.13 1240.89 1207.58
Net Surplus (In million Tk.) 412 04 160.17 107.60
Growth of Loan Disbursement (%) 72.25% 26.96% (12.09)%
Growth of Savings Portfalio (%) 41.72% 16.40% 15.71% |

The operational performance of the organization has been found average. During the year, both
the loan disbursement and total number of borrowers has increased. In FY2021-22, POPI
disbursed loan amount of Tk, 17,228.70 million compare to Tk, 10,002.21 million in FY2020-21
with a 72.25% growth, Whan analyzing the savings portfolio, it hag been found that total savings
Page 11 of 20 portfolio stood at Tk. 3,672.78 million in FY2021-22 from Tk. 2,591.57 millian with a growth of

41.72%. Increasing number of borrowers helped the organization to in rEBSWWs and Ioan
portfolio, Iﬂ-
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i FY2021-22 FY2020-21 _FY¥2019-20
Particulars % of Million ¥ of Million % af
Mot | - votal Th. Total Tk. | Total
Service Charge 1785,02 BEG67 | 115143 | 82.18 1089.92 82.87
"Bank Interest 37.94 1.58 54.49 | 3.89 §2.30 | 4.74
Grant Income 185.07 9.19 194.69 13.90 | i62.74 |  12.37
Other Income 5.14 0.25_*__, 0.44 | 0.03 0.23 |  0.02 |
Total Income 2013.17 100.00 1401.06 | 100.00 1315.19 100.00

When analyzing the totael cperating Income of the organization, it has been found that total
incomea stood at Tk. 2,013.17 million in FY2021-22 comparad to Tk, 1,401.06 million in FY2020-
21, Operating income is continuously dominated by service charge. Due to increase In loan
disbursement, service charge also increased in FY2021-22. Service charge on loan stood at Tk.
1,785.02 million which is nearly B88.67% of total operating income in FY2021-22 compared to Tk,
1,151.43 million in FYZ020-21. On the other hand, the grant Income was decreased in FY2021-22
due to decrease of budget from donor organization and stood at Tk, 185.07 million in FYz021-22
against Tk. 194.69 million in FY2020-21. After deducting all operating and financial expanses, the
net surplus of the organization stood at Tk. 412.04 million in FY2021-22 from Tk. 160.17 million
in FY2020-21. The net surplus of the organization increased in FY2020-21 due to increase in
operating income,

9.0 PROFITABILITY AND EFFICIENCY

Indicators FY1021-23 FY2020-21 FY2019-20
Operational self sufficlency (%) 125.73 11291 | 108.91
Return on Average Assets (%) 3.63 192 | 1.47
Return on Average Capital fund [%) 25.96 12.55 | 9.55
Met Margin (%) 20.47 11.43 | 5.18
Return on average outstanding portfolio (%) 21.47 21.39 1 23.05
Cost on average cutstanding portfollo (%) 17.45 19.72 22.22
Finance cost to total revenue (%) 30.07 30.67 __33.04
Average Cost of Fund (%) Sarioege) 5.36 5.85 B.75

The profitability indicators of POPI have found to be average. Currently, the oroanization Is
operating with net surplus margin of 20.47% in FY2021-22 compare to 11.43% in FY2020-21.
Due to Increase in operating income which led to increase in surplus margin. The finance cost to
revenue ratio was stabie in FY2021-22 but it was high compare to industry, On the other hand,
the average cost of fund of the organization slightly decreased and stood at 5.36% in FY2021-22
compare to 5.8%% in FY2020-21. The member savings and loan from PKSF is low cost horrowing
compare to loan from private bank and POPI has a significant pertion of funding fram these two
sources which led to lower cost of fund,

10.0 ASSETS SIZE

Total assets of POPI are mostly financed by the external liobility. Total assets size of the
organization stood at Tk, 13.771.04 million in FY2021-22, which was financed by B86.84% from
liabilities {Current liability 46.47% and Non-Current Liability by 40,38%) and 13.16% from the
capital fund. Most of the assets are concentrated in the current assets which stood at Tk,
13.315.11 million. On the other hand, most of the curment assets have been concentrated in lgan
to beneficiary which was 84,99% of total current assets in FY2021-22,

When analyzing the compliance criteria of asset creation as per MRA guidalines, fixed assels
(other than FDR) In Micra Finance Program stood at Tk, 334.45 million which was 25.84% of

cumuiative surplus as on June 30, 2022 compare to 34.51% in FY 292f/-2[!21 W:mum ceiling

For Pr:;&éﬂ & CEO
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Quality of Credit Portfolio

FY2021-22 FY2020-21 FY20195-20

Particulars Million % of Million | % of Million | ©%aof

Tk, Total Tk, | Total Tk, | Tatal
Regular 10848.91 95.84 5735.66 ! §5.72 533244 |  96.08
Watchful 200.66 1.77 7.B6 0.11 10.11 0.18
Sub-standard 45.48 0.40 142.40 2.02 20.61 0.37
Doubtiul 71.40 B3 | 1574 | 20 D22 |- 5744 1:03 |
Bad Loan 152.59 135 134.94 1.52 129.64 |  2.34 |
Total 11319.44 100.00 7036.60 100.00 5550.23 100.00
Non-Perfgrming Loan 269.87 2.38 293.09 4.17 207.69 1,74
PAR. 47053 4.16 300.94 428 217.E0 3.92
Loan recovery rate (%) (OTR) 98.67 95,66 100.00

Based on audited accounts for tha pear anded June 30

While analyzing it has been found that the total micro credit pertfolic of POPI stood at Th.
11,319.44 million as on June 30, 2022. It is observed that regular locan stood at Tk. 10,848.91
million, watchful loan (1-30 days) stood at Tk. 200.66 million, sub-standard loan (31-180 days}
stood at Tk. 45.48 million, doubtful (181 to 365 days) loan stood at Tk. 71.40 million and bad
loan (above 365 days) stood at Tk. 152.99 million as on June 30, 2022. Non-performing loan to
outstanding |oan stood at Tk.269,.87 milllon which was 2.38%: In FY2021-22 compared o 4.17%
in FY2020-21. NPL ratio improved in FY2021-22 due to increase of loan portfolio. On the other
hand, the loan recovery performance of POPI has been found good, The On Time Recovery (OTR)
rate of the organization stood at 98.67% In FY2021-22 and 95.66% in FY2020-21.

11.0 FUNDING AND LIQUIDITY

Indicators FYz021-22 FY2020-21 FY2019-20 |
Average louldity Current Ratio (Times) 208 2.06 2.09

Cash Ratio [%) 7.67 7.63 20.04

Liguidity Ratio (%) 96.72 95.15 94,43

Being 2 non-profit development organization, POPI has low equity stake. The main sourzes of
funding of the organization are client’s savings, capital fund, loans from PKSF and commercial
banks. The saving amount is low cost funding and is increasing every year. The liquidity of the
organization has been found average. The current ratio stood at 2.08 timeas In FY2021-22 against
2.06 times in FY2020-21, which are representing an average back up capacity to meset the current
liabilities. Liquidity ratio of the organization stood at 956.72% in FY2021-22 against 95.15% In
FY2020-21.

12.0 LEVERAGE AND SOLVENCY

_Leverage and solvency FY2021-22 FY2020-21 FY2019-10
|_Equity to total assats (%) 13.16 1533 15.35
; g Total gutside liability to total asset {%) == B6.64 B477 | 8465
o omadn el Dett service coverage ratic (X) 0.38 0.23 | 0.25
Total outside liabliity to equity (%) 6.60 5.57 5.51
Interect coverage ratig (X} 1.68 1.37 1.25
Capital adequacy ratio (%) 15.19 17.87 ~ 19.45 |

As a microfinance institute, the organization is a levered concern. All loans are financed by the
PKSF, member savings and lean from commaercial banks. The total liabilities of the organization
stood at Tk, 11,959.41 millien in FY2021-22 against Tk. 7,585.22 million in FY2020-21. The total
liabilities increased due to increase of short term and long-term lpan. The debt service coverage
ratio of the organization increased in FY2021-22 due to increase in net surplus. On the other
Page 13 of 20 hand, when analyzing the capital strength of the organization, it has been found that Capital

Adequacy Ratio (CAR) stood at 15.19% in FY2021-22 against 17.8%% m FY -21 which Is
higher than the minimum reguirement of PKSF at 10%.

For sident & CEO

Md, Asaduzzaman Khan
Executive Director
ratit Rating Information and Services Lid.
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13.0 ELIGIBILITY CRITERIA COMPLIANCE

EL | Particulars of Ratio Standard | FY2021-22 FY2020-21
1 | Capital Adequacy (%) 10 (Min) | 15.19 15.65
Z | Debt Service Cover Ratio [Times) 1.25:1 (Min) 1.26 1.05
3 | Current Ratho (Times) 2.00:1 (Min) 2.05 2.02
4 | Debt lo Capital (Times) 9:1 {Max) | 5.97 5.55
5 | Liguidity to Saving=s Ratio (%) 10% [Min) | 10.50 10.50
6 | Rata of Return of Capital (%) 1% (Min) 2596 12.55
7 | Cumulative Recovery Ratis (%) 95.00 (Min) | 98.55 94,69
8 | On Time Realization (%) 92-100 (Min) | 898.67 895.66 |

As per audited Ellgibility Criteria Complianee Certification

When analyzing the PKSF eligibility criteria campliance certifications, it has been observed that the
organization have been maintaining all criteria in FY2021-22,

14.0 BANKING AND NON-BANK FINANCIAL INSTITUTION RELATIONSHIP

i4.1 Liability Position
The organization is now enjoying loan facility from Palll Karma Shahayak Foundation (PKSF) and
commercial banks. Details are shown in the following table:

o (7. iy i)
MName of the SI:‘::]' :’E: posures Classification
Bank/Fl1s Mode Dll:ll‘l‘::mlﬂt Outstanding as on date Status
Time Loan 250.00 109.61 uc
E Bank Ltd. Term Loan 250.00 240.08 2502 uc
Rewvnlving 400.00 400.00 = uc
SNhGC Benk L Tenm Losn 200.00 360.00 | -1/08/22 UC
Butch Bangla Bank RSTL 100.00 i 100.61 11/08/22 4] =
Ltd. Term Loan 66.00 26.38 1] ="~ |
| The City Bank Lbtd, Revalving 100.00 100.00 | 31/08/22 ue
Mutual Trust Bank Term Loan 200.00 199.61 11/08/22 uc
Lid. Time Loan 100.00 100.00 1=
Puball Bank Ltd. Term Loan 50,00 46.00 31/08f22 | feE.
Mercantile Bank Ltd. Revolving 70000 700.00 31/08/22 Le
Timeiosn | 120.00 118.86
Southeast Bank Ltd. T L : 130.00 109,32 31/08/22 (]
Trust Bank Ltd. RE""':::?_I Tihe 400,00 400.00 I1/o8/22 | uc
United Commercial Revolving Time % i ;
Bank Ltd. Lesn S00.00 503.84 3108122 | (4]
D G=nerai 100.00 98.00 | uc
Premier Bank Ltg. Sl ihan SO0 00 7533 31/08/22 i e
Term Loan | 125 00 ap. 94 ) T
Midiand Bank Ltd. Time Loan 3t 00 3% 00 _ 3150822 | WE
/ Standard Bank Ltd. Revelving __300.00 301,15 J1/08/22 (9]
egular foan Time Loan 200,00 183.85 | 31/08/32 | ue ]
mpayment status NCC Bank Lid, Tarm Laan 100.00 75.51 J1/08f22 uc
Bank Asia Ltd Rewvaiving 100.00 100.00 | 31/oRf22 uc
Jamuna Bank Lid. Tenm Loan 50.00 ___3a.20 | 31/p8f22 =
MNAB Bank Lid. Revelving 350.00 350.00 | J1/08/22 WE
One Bank Ltd. Revelving 150,00 154.34 | 31/08/22 UE
Dhaka Bank Term Loan 100.00 80.35 D7/09/22 We
Lanka Bangla % | ; =
Bharca faor Term Loan , 350.00 164.20 | 31/0Bf22 _l:h.
s __Term Loan 50.00 44.71 30/08/22 ue
DLC Shaort Term Loan 150.00 38.63 31/08/22 = =
Meridian Finance Term Loan &0.00 46,83 31/08/22 uc
4 e
rege 14 of 30 Strategic Finance Term Loan 50.00 3456 | 3108/22 | Uc |
TPDC Term Loan 50.00 3850 | 131/08/22 A1 uc

I_/T /
For preédfam & CEO

Md. Asaduzzaman Khan
Exacutive Director
Jredit Rating Information and Services Lid,
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E"‘a“:“l ':’t':f”“ Term Loan 100.00 100,60 31/08/22 e

BD Finance Term Loan 100.00 &61.73 25/08/22 418

PESE Term Loan 7040.00 1404.17 3140722 uc
Total 13,316.00 6,868.21

14.2 Security Arrangemeant against Exposures

The mode of the security offered under each banking facilltias ars summarizad below:
Name of the Security Arrangement

Bank/FIs

Lisn of FOR far Tk. 71.93 million

Hypothacation of averall ascets of POPI Including recelvables

01 undated cheque cavering the 110% of total loan limit.

Personal guarant=e of EDR

Lien of FOR of 10% of total disbursament amount

Hypothecation of recelyables of POPL

Parsonal guarantee af Member Secretary of the oroganization.

D1 undated cheque covering the 1108 of total loan limit,

Hypothacation of iecelvables of POPL

Lien of FGR for Tk, 15,00 millicr

Carparate quarantee of POPI

Registerad mortgage of 6.44 decimal land along with 03 storled building
Lien of FOR of 155 of approved limit

Hypothecation of receivables of POPL

Personal quarantee of Member Sacretary of the croanizetion,
Carparate guzsrantee of POPT

Secunty chegue along with letter of authority against (oan limit
Liar of FOR of 15% of approved limit

Hypothecation of receivables of POPI

Personal guarantee of Executive director of the organization.
Security cheque against loan limit

Lien of FOR of 10% of appraved limit

Personal guarantae of Member Secretary of the organization
Corporate gusrantes of POFI

Lien of FOR of 10% of apgraved limit

Hypothecation of recelvables of POFI

Personal guarantee of Member Secratary of the srganization.
Corporate guarantes of POFI

Seturity cheque slong with letter of authonty against isan limit
Lien of FOR of 10% of apgroved limit il i
Hypothecation of recelvables of POPL

Personal guarantee of Member Secretary of the oruanlzation.
Security cheque along with letter of authority against ioan limit
Lirm of FDR of 15% of approvad limit

Personal guarantee of afl mamber of the Executive Commitias
Post dated chegue covering the loan limit

Lien of FDR of 15%0 of approved limit

Hypothecation af recelvables and all fixad asset of PORI
Personal guarantee of Member Secratary of the organization.
Corporate guarantes of POPI

past dated chegue covering the totzl loan limit

Lien of FOR of 20% of approved limit

Hypothecation of recelvables and all fived ssset of POPI
Personal guarentes of all members of the Executive Committes
post dated chegue covering the teotal loan limit

Lien of FDR of Tk, 16.50 million

Hypothecation of receivables

Personal guarantes of all members of the Executive Committes
A post-dated chegue covering the total loan fmit

Lien of FDR of 10% of approved |imit

Hypethecation of recelvabies of POPI

Personal guarantee of Member Secretary of the groanigfion
Corporate guarantes of POP] ﬁ
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Eastern Bank Ltd.

BRAC Bank Ltd.

Cutch Bangla Bank
Ltd,

The City Bank Ltd.

Mutual Trust Bank Ltd.

Puball Bank Ltd,

Mercantiie Bank Ltd.

Sputheast Bank Lid.

Trust Bank Ltd.

United Caommercial
Bank Ltd.

Premnier Bank Ltd.

Midland Bank Ltd.

Stancard Bank Ltd.
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Md. Asaduzzaman Khan
Exacutive Direclor
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WEC Bank Ltd,

Lien of FOR of 10% of approved limit

Personal guarantee of all member of the Executive Committes
Corporate guarantee of POPI

Security chegues covering the loan limit

Bank Asla Ltd

Lien of FDR of 25% of approved limit
Hypothecation of Microcredit recelvablas
Personal guarantee of ED of the organization

A post dated chegue covaring the total loan lUmit

Jamuna Bank Ltd.

Lien of FOR of 10% of approved limit

Hypothecation of Micrecredil receivablas

Personal guarantee of ED of the organization

A post dated chegue covering the total ioan limit and three cheques for
lpan adjustment purpose

NRB Bank Lid.

Len of FDR of 10% of approved imit
Hypothecation of Microcredit recelvables
Personal guarantee of ED of the organization
Prepared chegues covering the total losn limit

One Bank Ltd.

Llen of FOR of Tk, 15.00 milllon
Hypothecation af Microcredit receivables
Personal guarantee of ED of the organization
& chegue covering the total Joan limit

Dhaka Bank

Lien of FDR of 10% of approved limit
Hypothecation of Microcredit recelvables
personal guarantee of ED of the organization

A post dated chegue covering thie total ioan limit

Lanka Bangla Finance
Lid

"

Lien of FDR of 10% of approved limit

Hypothecation of Microcredit recelvables

Personal guarantze of all members of the Executive Committee

1H cheque covering the total lean instaliment and three chegues for total
recelvable amount

IIDFC

Lien.of FDR of Tk. S0.00 million

Hypathecation of Migrocredit receivables

Fersonal guarantee of all Member Secrstary of POP]

3 chegues covering the monthly Interest and thirty three chegues for
total manthly Instaliment

IDLC

Hypothecation of MicrocTedit receivables

Personal guarantes of all Member Secrstary of POP]

04 post dated chegues and 01 undated chegue for tolal monthly
instalimant

Meridian Finance

Lien af FDR of 10% of approved limit
01 cheques covering the total ioan limit and 12 post dated cheques for
total manthly instsliments

Strategic Finance and
Investment Ltd.

Lizn of FOR of 15% of approved limit

Hypothecation of Microcredit receivables

Persanal gusrantes of all members of the Executive Cammittee
01 chegue covering the total lean limit and 24 chegues for total
Instaliments

TPDC

Lien of FDOR of 10% of approved limit

Hypothecation of Microcredit recelvables

Personal guarantee of all members of the Exscutive Commities
01 cheque covering the total loan limit and 24 chegues for totsl
instaliments

Lankan Alllance

Lien of FOR of 10% of approved (mit
Hypothecation of Microcredit receivables

Finance Ltd . 02 chegues covering the totzl loan limit and 12 post dated chegues for
total monthly install ments
»  Lien of FOR of 10% of approved limit
BD Finance » Hypathecation of Microcredit reczivables

Personal guarantee of of all members of the Executive Commiliee
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Palll Karma Shahayak
Foundation (PKSF}

“To avall the ioan from PRSF, POPI have to fulllll some condition such as.

POFI have to maintain the recovery rate at east 95%
Highest limit of debt 1 Capital will be 9:1

Minimum current ratio will be 2:1

Lowest limit of rare of réturm will be 1% /:"

7

4

For Prasident & CEC
Md. Asaduzzaman Khan
Executive Directar
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15.0 RISK MANAGEMENT

15.1 Operational Risk

POP1 is operating microfinance activities with its 230 branch offices in 26 districts, where those
offices need regular monitoring and controlling for their activitias. Mast of the fraudulent activities
of the MFI occur from these branch office levels, Basically, these branch offices make many small,
short-term loans to the clients, which need careful monitoring and controlliing. But there are many
ermors and frauds that occcur while handling these activities. So, the respective officers of these
branches need to be active and responsible to handle waork otherwise it might not be cost affective
for the crganization to handle thé micefinance activity efficiently. The omanization |s thus
exposed to pperational risk.

15.2 Credit Risk

Credit risk encompasses both the loss of income resulting from the MFI's inability to collect
anticipated interest earmings as well as the |loss of principle resulting from loan defaults. The
arganization operates micro finance business In an organized manner as per arganization's Credit
and Savings Management Manual. It foliows the set criteria for selection of borrawers. The
organization follows the terms and conditions as laid dewn in the manual befare approval and
disbursement of loan, Attendance records in weekly meetings, past loan records, experience,
results of investigation by Field Officer (FO) etc. are followed for selection of borrowers. On
fulfilling the conditions as stated in loan approval manual, credit proposals are discussed and
approved at the weekly meeting of clients, After getting recommendaticn from the Chairman of
the Centre, Field Officer (FO) and Branch manager, then the loan Is given to cllent. POPI
maintains proper provisioning palicy against non-performing |oan. The organization always tries to
avoid legal process for overdue collection rather persuasion and social pressure is their instrument
to manage delinquency. If the borrower’s default in installment payment, the clients become
responsible for refund of loans.

15.3 Loan Recovery Risk

One of the major risks of Microfinance program is collection of Installments with high frequency
ranging from week to months. The above risk is further fuelled by the lcan default culture
prevailling in the banking sector although the banking institutions are stronger entities to collect
installments due from clients through legal measures and selling collaterals. Under the above
background, the MF programs being operated by the NGOs without collateral and with high
frequency of loan repayments are yielding a recovery rate of above 95%. The MF organizers are
offering micro finance through group guarantee with the incentive of further loan IF there is no
default in repaying the installments, The above system works favarably for the MFI institutions

and assist them to maintain high recovery ratio. W
U‘é/

For President & CEO
mMd. Asaduzzaman Khan
Executive D‘rmctnl_
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16.0 OBSERVATION SUMMARY

Rating Comforts: Rating Concerns:
. Average capital adequacy | = Decreass in grant income
. Average operational performance . High outside llabllity to eguity
. Average liquidity . High finance cost to revenue ratio
. Dperational activities extendad to large
geagraphical areas
. Fully automated branch

«  Regular loan repayment status

Business Prospects: Business Challenges:
- Encugh untappad market . Campetitive industry
* More deposit collection from chent . Lack of lpw-cost fund
. Operational transparancy
- Reputational risk
EMD OF THE REPORT

{Information. used herein was ohisined from sowces pefleved [0 be sccurate and reliable. However, CRISL does not
guaraniee the accwracy. adequacy or compigienass of any information and s not responsible for any 8rrors oF OMILSONS
or for the results obtafned from the use of such information. The rating /s an opinion an credit guaitty only and (s pol a
recammenaatipn te buy or sell any securities or to finance in a8 project. All rights of this report sre phserved by CRISL,
The contents may be used by the news medis snd researchers with due acknowledgement )

[We have examined, prépared, finalized and issuved this report without compromising with the matters of any condlict of
interest. We have alsp complied with ail the requirements, policy and procedures of the BSEL rulss as prescrihed by the
Banglagesh Securities and Exchange Commissian. |
0 7
L |

For President & CEO
Md, Asaduzzaman Khan
Executive Director
sedit Raling Informalion and Services L.
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SCALES AND DEFINITIONS
LONGTERM - MICRO FINANCE INSTITUTIONS

RATING DEFINITION
AAA INVESTMENT GRADE
Triple A Micro Finance Institutions rated In this category are adjudged to be of best quality, affer
(Highest highest safety and have highest credit quality, Sizk factors are negligible and risk free,
Safety) nearest to sk free Government bonds and securities, Changing economic crcumstances bre
unlikely to have any serious impacton thiscategory of MFls = |
AA+, AR, AA- | Micro Finance Institutions rated in this category are adjudged to be of high quality, offer
(Double &) | higher zafety and have high credit quality, This level of rating indicates a3 comporate satity
(High Safaty) | with a sound credit profile and without significant problems. Risks are medest angd may vary
slightly from tima te tima bacause of aconomic conditions,
A%, A, A- Micro Finance Institutions rated in this category are adjudged to offer adequate safety for
Single A dmely repayment of financial obligations. This level of rating Indicates 3 corporate entity with
(Adeguate an adeguate credit prefile, Risk factors are more variable and greater in perlods of economic |
Safety) stress than thase rated in the higher categories, |
BBB+, BBB, | Micro Finance [nstitutions rated in this category are adjudged to offer moderate degree of i
BBA- safety lor timaly repayment of financial abligatlons. Thig level of rating Indicates that a MFL s |
Triple B undaer-parforming in some areas. Risk factors are maore variable in perinds of sconomic stress |
(Moderate than those rated In the highsar categories. Thase entitles are hawevar congiderad 18 have the
Safety) capability to overcome the above-mentioned Hmitabons |
88+, BB, BB- | SPECULATIVE GRADE |
Double B Micro Finance Institutions rated in this category are adiudged to lack kay protection factors,
{(Inadequate | which results in an inadequate safety. This level of rating indicates a MFT as below investment
Safety) grade but deemed likely to meet ctiigations when due. Overall guality may move Up ar down
frequently within this category.
B+, B, B=- Micra Finance Institutions rated in this category are adjudged to be with high rigk. Toimely
Single B repayment of financlal obligations is Impairad By serious problems, which the eatity s faced
(High Risk) | with. Whilst-an antity rated in this category might be currently mesting obligaticns i thme
cantinuance of this would depend wpon favorable econemic conditions or on some degrae of
axtermnai support. —
= Micro Finance [nstitutions ratad in this category are adjudged to be with very high sk of
(Very High | timely repayment of financial sbligatiens. This leval of ratng ingicstes entities with very
Risk) serigus problems and uniess external support s provided, they would be unable to meat
obligations in a timely fashion.
D Micrg Finance Institutions ratad in this category are adjudged to be sithes currently in defapit
(Default) or expected to be in defaule. This level of rating indicates that the entities are unlikely to meet
maturing financial abligations and calls for immediate external suppert of a high order
SHORT TERM — MICRO FINAMCE INSTITUTIONS
ST-1 Highest Grade
Highest certainty of timely payment. Short-term liquidity including internal fund generation is
very strong and access o alternative sources of funds is cutstanding, Safety (s almost like rigk
free Government shart-term obligatians o
5T-2 High Grade
High certainty of tmely payment. Liguidity factors are strong and supported by good
fundamental procection factors. Risk factors ars very small.
5T-3 Good Grade
Good certalnty of timely payment. Liquidity factors and company fundamentais are sound.
Although ongaing funding needs may enisrge total financing reguirements, access to captal
markels is good. Risk Mactors are smiall,
Satisfactory Grade
5T-4 Satisfactory liguidity and other protection factors gualify (SSJES a5 10 InVest grade, Kisk
lactors are larger and subject to more variation, zud
ST-5 Non-Investment Grade
Speculativa investment characteristics. Liguidity is not sufficient to insure against disruption in
debt service. Opsrating factors and market access may be subject to a high dégres of
wariation.
£T-6 Dafault

Institution failed to meet financial obligations
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CRISL RATING SCALES AND DEFINITIONS

BANK LOAN/ FACILITY RATING SCALES AND DEFINITIONS- LONG-TERM
RATING DEFINITION
Dirk AR, Invastment Grade
(il Triple A} Bank Loar/ Faclities snjoved by banking cli=nts rated In this estegory are adjudged o have
{Highest Safety) highest credit quality, offer highest safety and carry almost no risk. Risk faciors are naghigibia

and aimost nearest to risk free Covamment bonds and socuritles. Changing sconomic
cheumstances are unlikely ta have any seriofs impact on this ¢ategory of logne) faoities

DirAA+, DirAA, Dir

(Doubie &)
[High Sarety)

Bank Loan/ Fecilities enjoyed by banking chents rated in this calegory are adjudged Lo have high
cregit quaity, offér higher safety 2nd hawe high credit qusdity. This level of rating (ndicates that
the [oan /¢ fadilities enjoyved by an éntity has sound credit profile and without any stgnficant
prablém. Riskd are modest and may vary slightly from time to time becauss of scanemic
conditions

frit, bird,
birk

Single A

e 5a
bir8BB+,0rBEB,

hir888-

Tripie 8
{Moderate Safety)

Bank Loan/ Facilities rated In this category are adjudged to carry adequate safety for Limely
repaymenty setiiement, This level of rating Indicates that the loan / facilitles enjoyed by #n sbiity
have adeguate and rellable credit profile. Risk factors pre more variable and greater in pefiods of
economic stress than those rated in the higher categories.

Bank Loan/ Facllities rated in this category are adjudged to offer moderate degree of safety toar |
tmely repayment Molfilling commitments. This level of rabing indicates that the chent =njoying
lpans/ facilities under-performing In some preas. However, these dienls are consldered to have
the capablity to owercome the above-mentioned limitations. Cash NMows are irreguinr but the
same is sufficient to service the loan/ fulfill commitments. Risk Factors ame more varishis in

ods of & s& rated in the higher categories.
DirBB+, LirdB, Speculative/ Non Investmant Grade
birBB- Bank Loan/ Facilities rated in this category are adjudged 12 lack key protection factors, winch
Duble 8 regulls in an inadequate safety. This level of rating indicates loans/ fadlities enjeyed by & cilent
{Inadequate are below investment grade. However, clients may discharge the obligation trreguiary within |
Safety) reasonable fime although they are in financialy cash problem. These loans / facilities need strong
monitoring from bankers side. There Is possibility of evercoming the business situation with the
support from group concems/ owners. Overall quality may meove up or down frequantly within
this
bir@+, Bir 8, Bank Loan/ Facilities rated in this category are adjudged to have weak protection factors. Timaly |
birB= regayment of linancial obligations may be impaired by problems. Whilst 2 Bank loan rated in this
Single 8 category might be currently obligations In thme, continuance of this would depend upon
(Somewhat Risk) favorable econemic conditions or on some degree of external support. Special manitoring is
nesded from the financlal institutions to recover the instalimeats.
BIrCCL+, birCLL, Risky Grade
BirCCC=Triple T Bank Logn/ Facllibes rated in this category ae adjedoed o B8 In vulnsrable st@atin and the
{Risky clients enjoying these |pans/ faclities might (33 to mest it repayments Irequently or |t may
currently mesting obligations through creating external supperbiiabiities. Continuance of thic
would depend upan favorable sconomic conditions er on some degree of external supnort Thess
logngs / laclities need strang monitoring from bankers side for recovery.
BIirCC+, BirCC, Bank Loan/ Facilities rated in this category are adjudged to carry high risk ChHent enjoying the
hirCC- loan/ facility might not have required financial Mexibility tn continue meeting ohilgations;
Duouble C however, continuance of Hmely repayment is subject to external support. These loans [ faciities
(High Risky) need strong monitoring from bankers side for recovery.
BirC+, BirC, Bark Loan/ Facilities rated in this category asre adjudgec Lo be extremely nsky in Drnely
BirC- repayment/ fulfilling commitmants, This level of rating indicates that the chisnts enjoying these
[Extrameiy lomn/ Facilities are with very serfous problems and unless extenal tupport is provided, they woukd
Speciiative] i i | phliga
bird Default Grade
{Default) Entities rated in this category are adjudged to be elther already in default or owpected to e in
aefauly.
SHORT-TERM RATINGS
Highast Grade
AIST-1 Highast certainty of timely payment. Shert-term ligquidity including krternal fund generaticn is
vEBry strang and access to altemative scurces of funds is autstanding, Safety i almost like nsk
free Government short-tarm obligations. d =
High Grade
birST-2 High certainty of timely payment LUguidity Ffactors are strong and supported by good
fundarmental protection factors, Risk factors are very small,
Good Grade
BIST-3 Geod cemtalnty of timely paymeant. Liguidity factors and company fundsmentalt ars saund.
Altheigh ongoing funding needs may enlarge total linancing requrements, access to caaktal
markats s good. Risk factors are small i
Satistactory Grade
BirST-4 Satisfactory ligikdity and other protection factors qualify [5s0es 83 Lo invest grade. Risk factors
are larger and subject to maore wariation.
BUST-S Non-Investment Grade
SW!WE-«! Investment characterstics. Liquidity i not sufficient to (nsure against disruption in
may be gubiect ta a high d gf variatiohn,
birsT-6 Dafault

Lngtitution failed to mest financial abligations
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