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B CoOMPANY PROFILE

SETU, a national NGO was formed in 1983 aiming to enable the

Year Ended June 30 disadvantaged community for sustainable development. SETU's

—— 2016 2015 development effort concentrates on organizing and mobilizing the
i ; . ; ) s
o, of Bendficaric: 61385 60958 viable groups, enhancing their analytical capability, so that they
Active Borrowers 44643 44,136 can act and speak in local, national even global context. SETU has
District Cover 9 9 been equipped in a way to take and/or undertake right based
No. of Branch 30 50 challenging initiatives. Its particular expertise developed on the
Total Asset 870.0 608.0 . e . : ML

- issues of globalization, rights & governance, climate justice,
Loan Outstanding 749.2 537.5 - o . X A :
Member Savings 2751 3326 advocacy, CSO accountability etc. aiming at contributing its micro-
Net Surplus 32.0 8.5 macro impact which have been gained from its past work
(%) experiences. Currently SETU has been working in 9 districts
Portfolio Yield 23.8 23.7 : h 140.000 h holds. At th d of 30 )
S e e i covering more than : ouseholds. e end o une
PaR> 180 days >0 368 2016, loan outstanding of the Organization was BDT 749.15 million
Borrowed Fund to Equity Ratio 34 3.0 to active borrowers spread across its 50 branches.

B RATIONALE

Credit kating Agency of Bangladesh Limited (CRAB) has upgraded the long-term rating of SETU to “BBB;”
(Pronounced Triple B two). CRAB performed the rating based on audited financial statement up to 30 June 2016
and other relevant quantitative and qualitative information.

The ratings reflecst the Organization’s strength in operational efficiency of its micro finance program. However, the
rating is constrained by increasing leverage and the size of the portfolio.

At the end of 20186, the outstanding loan portfolio under micro credit program grew 28.26% at BDT 749.16 million
from 44,643 borrowers. SETU's members’ savings was BDT 275.1 million collected from 61,385 active members.
Aging of loan portfolio of SETU depicts that at the end of 2016, PaR> 181 days was 2.94% of total loan portfolio.
During 2016 fund based income of the Organization increased by 44.20% and net interest income increased by
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=cx of substantial loan growth. Moreover, net Surplus of SETU also experienced sharp
DT 31.97 million (2015: BDT 8.49 million).

grz2m was mainly funded by external borrowing. Of the total funding 42.34% was from long

w3

= 2z %y fo owed by 21.62% of members' savings, 13.65% from fund liabilities and rest 12.40% by own fund.
2 fund w by 55.63% backed by internal capital generation. SETU's long term liability shared
“o= commercal bank loan and 13.65% from PKSF loan. Members' savings of SETU has 03 types of savings
2% from last year. Balance sheet liabilities to equity) of micro finance program was 5.96
S times) and borrowed fund to equity was 3.41 times in 2016 which was 3.04 times in
Woreover, the capital adequacy ratio of the Organization deteriorated by 4.08 percentage point and became
2016 as growth of total asset was dominating than the growth of capital fund.

totzl assets of SETU stood at BDT 869.99 million driven by significant loan growth. SETU' has kept loan
= orowsion of BDT 26.55 millien gmaintaining regulation of Micro credit Regulatory Authority.

3 al development programs of SETU is Poverty alleviation through Micro Credit & Micro enterprise
=z~ _ el nood Restoration Program (LRP), Mainstreaming the Disable People in Development Process, Non formal
cucation (NFPE), Reaching Qut of school Children (ROSC), Sanitation, Hygiene Education & Water Supply
an Covernance & Infrastructure Improvement Projects (UGIP), Hygiene, Sanitation and Water Supply

o

~¥S—WA) Program. The organization is implementing its multiple programs to improve socio-economic condition
o coor and extreme poor at Kushtia. The organization works with landless especially women, outcasts,
es and religion-ethnic minorities and extreme poor communities of the region.

Cong forward, the Organization's ability to maintain operational efficiency in its Micro Finance Program along with
tne nature of asset quality may have positive impact on future rating consideration, or vice versa.

B Rating Scope

3l

recdit ratings do not directly address any risk other than credit risk. Credit ratings do not comment on the

vacy of market price or market liquidity or social impact of the programs of an NGO, althocugh such

o
m
0

onsicerations may affect CRAB's view on credit risk, such as access to capital or likelihood of refinancing. At the
= me of rating of SETU, CRAB did not conduct any social research and survey on its programs. It is not within the
curview of rating agency to carry out comprehensive impact study. However, at the time of rating of SETU apart

8]

from its micro credit program, CRAB tries to focus into various aspects of SETU’s social development projects and
red to understand how effectively and efficiently SETU can interlink its micro credit program and social
svelopment program with its vision, mission and goals. CRAB's credit ratings provide an opinion on the relative

(]

ability of an entity to meet financial commitments, such as interest and repayment of principal, insurance claims or
counterparty obligations.

B BACKGROUND

SETU, a national NGO was formed in 1983 aiming to enable the disadvantaged community for sustainable
development. SETU's development effort concentrates on organizing and mabilizing the viable groups, enhancing
their analytical capability, so that they can act and speak in local, national even global context. SETU has been
equipped in a way to take and/or undertake right based challenging initiatives. Its particular expertise developed
or the issues of globalization, rights & governance, climate justice, advocacy, CSO accountability etc. aiming at
contributing its micro-macro impact which have been gained from its past work experiences. Now SETU has been
working in 9 districts covering more than 140,000 households. SETU was registered with the Micro Credit
Regulatory Authority (MRA) in 2006. At the end of 30 June 2016, SETU's loan outstanding was BDT 749.15 million to
active borrowers spread across its 50 branches. During the same duration SETU collected BDT 275.05 million from
44,643 active borrowers. Mr. M A Quedar the Executive Director of SETU, monitors the overall issue of the

Organization.
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Name of the MF B i . SETH
ration 1993
ear of Commencement of Micro Finance Program : 1993
Executive Director : M. A, Quader
-ead Office : T&T Colony Road , Courtpara , Kushtia-7000
Corporate Office © 729/A, Road#9, Adabar, Dhaka
of FY2016 : Toha Khan Zaman & Co.

has established functional association and affiliation with the following government

gistration No. under vdluntary welfare agencies (Registration & control) ardinance, 1961:
No. Kushtia-10/86, Dated: 17.02.1986.
o, Registration No. under the foreign donation (voluntary activities) regulation rules, 1978:
No. DSS/FDO/R-240, Dated: 05.10.1987.
Certification of Micro-Credit Regulatery Authority (MRA) rule, 2006,
No. 03033-03265-0049, Dated: 05-09-2007
d)  Tax ldentification No. under ordinance (XXXVI of 1984),
TIN No. 412-400-0094/KC-2, Khulna. Dated: 12.01.2003.

B PROGRAMS

re different social development programs implemented and continued by SETU. Major programs that SETU
ook in the past and continuing were poverty alleviation through Micro Credit Program, Livelihood Restoration
Program (LRP), Agriculture and Livestock Development, Promotion of Eco-Friendly Fertilizer, Farmer-to-Farmer for

Food Security, Participatory Forestry Program (PFP), Health for All, Environmental Sanitation, Arsenic Mitigation,
Nutrition Education, Mainstreaming the Disabled People in Development Process, Education for All, Technological
mpowerment Through ICT, Strengthening Climate Justice, Disaster Management, River Basin Development,

1tional Domestic Biogas & Manure program, Rights & Governance, Democracy Education, Tax Justice and Peoples’

articipation, Youth Animation, Community Learning Movement (CLM), SETU-WFCL Program, Social Rehabilitation
for Senior Citizen, STD/HIV/AIDS Prevention, Anti- Trafficking Movement, Cultural Action for Social Transformation,
Civil Society Mobilization etc.

®  MicRO FINANCE OPERATION

SETU s continuing its “Poverty Alleviation Program” through Jagoron, Agroshor, Sufelon, Buniad and Livelihood
Restoration Program (LRP), with financial and technical assistance of Palli Karma-Shahayak Foundation (PKSF) since
1993. Presently SETU implements the program through on line service. This program covers total 21 upazilas of 09
districts. Total 3,988 no. of samity were formed with 61,385 members. In FY2016, BDT 275.05 million was
collected as members' savings. Active borrowers of SETU were 45,314 whereas loan outstanding was BDT 749.15
million in FY2016. Poverty alleviation program is managed through SETU's 50 branches and 7 regional offices.
SETU's microfinance program has different loan products of PKSF (details given in Annexure-2).

Operational Model: To operate microfinance program SETU forms a group, which is the key and lowest unit of SETU
institutional structure. Minimum five like-minded people frem the same village with similar economic status can
form a group. Each group has an elected main person whose house is the weekly meeting place. These groups
selong to a unit. Each unit has a center chief and a deputy center chief. They hold meetings once a week where
they collected installment amount, deposits. A branch channels all services to its members. All records and
accounts maintained in a branch office. A Manager heads a branch office where 4-6 field officers assist the Branch
Manager. An Assistant manager is responsible in account section of a Branch as well as assists Branch manager.

; - sy Page 3 of 14
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s o= of 2 orznch s to implement microcredit and other programs in its command areas. Usually a
s on the concentration of poor people. An Assistant Program Manager (APM) heads
Foe A= APM looks after maximum of seven branches. Loan approval, supervision, monitoring and

the major responsibilities of APM. The APM are alsc responsible for overall
spervision an corcdination of other activities under his/her working area. The Program manager

area office is under each regional office). The Head Office supervises monitors and
i branch, region and central coordination office. The Head office also provides all

~zt= on regular basis. The Head office also organizes external and internal auditing of branch
*or the smooth implementation of project activities.

r2 To improve social and economic position of the common people. Before disbursing a loan, SETU's

~zce—ent evaluates a borrowers' intention of loan repayment, past record of loan repayment, professional skill

onths (12) (12) (12) (12)

Member 61,385 60,958 56,023 52,918

f Groups 3,988 4121 4,211 3,648

of Borrowers 44,643 44,136 40,952 42,149

of Districts Covered < 9 8 8

o. of Branches 50 50 48 48
san Qutstanding (Mill BDT) 749.15 537.50 390.32 344.66
Members Savings (Mill BDT) 275.05 222.60 167.40 127.51

_oan Portfolio Analysis
TU loan portfolio grew 39.78% in FY2016. It was mainly concentrated in Jagoron (52.67%) followed by Sufolon
20.64% and Agroshor loan (26.60%), in FY2016.

Table 2 - ) — - = e
Amount in BDT Mill.) Amount % in Total Amount % in Total
JACORON ( RMC and UMC) 394 .61 52.67 325.31 60.70
CROSOAR (Micro Ent.) 199.30 26.60 12276 22:91
SUFOLON (Agriculture) 154.66 20.64 0.48 0.09
SUNIAD (UPP) 0.59 0.08 87.41 16.31
Totzl Loan outstanding 749.15 100.00 535.96 100.00

Portfolio Quality
“on government organizations whose loans are typically not backed by bankable collateral, so, the quality of the
sartfolio is absolutely crucial. The most widely used measure of portfolio quality is portfolio at risk which measures

ion of the loan portfolio contaminated by arrears as a percentage of the total portfolio. In FY2016, SETU

" off BDT 2.50 million by keeping 100% provision as per MRA regulation.
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'Loan Proportion in Growth (%) Loan

Portfolio Total (%) Portfolio total (%)
=z 30 days 6.47 0.86 (20.26) 8.11 1.51
Pai 3 80 days 5.62 0.75 11.96 5.02 0.94
2 365 days 4.67 0.62 26.15 3.70 0.69
2] > 365 days 17.34 2.3 8.20 16.02 2,99
Totzl P2R 34.09 4.55% (21.50) 32.85 6.13

L= -2 of can cutstanding of SETU depicts that at the end of 30 June 2016, 95.45% of loan was regular. 2.31% of
= cortfolc was overdue for more fhan 365 days. Moreover, PaR of SETU deteriorated by 1.58 percentage point on
- nac« of substantial loan growth and stood at 4.55% as of 30 June 2016. During the same duration, required
~2r loss provision according to Micro Credit Regulatory Authority was BDT 29.72 millien and SETU maintained BDT
26.55 million. (See Annexure-2)

ization & Funding Strategy

_ microfinance program was mainly funded by external borrowing. Of the total funding 42.34% was from long
rerm lLizoility followed by 31.62% of members savings and 12.40% by own fund. During FY2016, own fund of the
rgznization grew by 55.63% backed by internal capital generation.

- Ev4 TR s s VS e i s
Year Ended June 30
2016 2015
Mil. BDT) Amount Total (%) Growth (%) Amount Total (%) Growth (%)
Capital Fund 107.88 12.40 55.63 69.31 11.40 15.44
Fund Liabilities 118.72 13.65 12.66 105.38 1 7.33 22.16
Long Term Liabilities/Loan 368.34 42.34 74.77 210.75 34.66 56.33
Loan from PKSF 121.18 13.93 9.42 11075 18.21 (7.56)
Bank Loan 24715 28.41 147.15 100.00 16.45 566.67
Members' Savings 275.05 31.62 23.56 222.61 36.61 32.98
Total 869.99 100.00 43.08 608.05 100.00 35.57

SETU has 03 savings scheme through which the organization collected BDT 275.05 million in FY2016 registering a
growth of 31.62% from FY2015. Balance sheet liabilities to equity) of this program was 5.96 times in FY2016
Y2015 6.25 times) and borrowed fund to equity was 3.41 times in FY2016 which was 3.04 times in FY2015.

Financial Performance

n EY2016, fund based income was 98.15% of total micro finance income backed by interest from on loan. Fund
based income and net interest income increased by 44.20% and 45.04% respectively due to realization of interest
ncome resulted from loan growth. Though interest and finance charges enhanced by 37.74% during FY2016 due to
nfusion of external borrowing however net surplus of the program was dominating and enhanced by 276.41%
resulted from bolt jump in outstanding loan partfolio and interest received in FY2016.

Loan outstanding amount of FY2015 and FY2016 was without service charge/interest

CRAR | CRAB Ratings on Rating Digest | 21 December 2016 Page 3 af 14
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—For the year Ended June 30--

¥ess I ) ] B 2016 N 2015
2307 in M Amount Crowth Amount Crowth
u=gd 32sed Income (a 160.20 44.20 112,10 29.42
E 157.96 43.38 110.17 28.39

£ 2.29 142.11 0.92 n/a

- 17.68 37.74 12.84 52.06
B 1.85 137.75 a.78 166.73

O Deposits 15.84 T30 12.06 47.97
Net Interest Income (a-b) 142.52 45.04 98.26 26.95
e & Other Income (c) ¢ 3.03 177221 2.58 (73.22)
Total Income (a+¢)=d ' 163.23 43.59 113.68 19.05
T 101.37 270 1 79.75 7.44
P 66.79 29.24 51.68 12.37
34.59 23.20 28.07 (0.59)

2 6.83 (18.12) 8.34 n/a
Net Surplus 31.97 276.41 8.49 (46.19)

-z~ growth. ROA was 3.67 resulted from increased net surplus during the same duration. However, operating
atio of the program deteriorated in FY2016 and stood at 19.77% indicates controlled administrative and
cersonnel expenses. Deposit to loan ratio was 36.71% which was lower than 80% (maintains MRA requirement).
~owever, borrowed fund to equity ratio of the Organization increased in FY2016 and became 3.41 times resulted

“am increased external borrowing from commercial sources. Moreover, as of 30 June 2016, capital adequacy stood

Table 6

— -—For the year Ended June 30--
Profitability & Efficiency 2016 2015 2014 2013
Portfolio Yield (%) 24.55 23.75 23.35 22.87
Return on Assets (ROA) (%) 3.67 1.40 3.52 1.18
Operating Expense Ratio (%) 19:77 .22.67 21.69 21.94
Net surplus / Loan outstanding (%) 4.97 1.58 4.04 1.28
Fund Cost
Cost of Savings (%) 6.00 6.00 6.00 6.00
Weighted Average Cost of Borrowing (%) a7 8.11 6.35 5.50
Capitalization
Borrowed Fund to Equity (Times) 3.41 3.04 2525 2.43
Capital Adequacy Ratio (%) 12.74 11.58 13.74 13.88
Ligquidity
Deposit /Loan (%) 36.71 41.42 42.89 37.00
Liguid assets to Deposit (%) 11.96 6.21 10.35 6.87

s " i N age f
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lopment: SETU provides agricultural loan to its group members for cultivation of

czcoy, maize, potato, vegetables, sunflower ete. SETU undertakes beef fattening program
feo— PWSE This is an income generating program by SETU which helps in alleviating poverty. The
redit support to fish culture, poultry and goat rearing.

eshi Workers project: Migration is a major source of income of Bangladesh. Remittances
ntribute highly in Bangladesh economy. The income of migrant workers improves their
SIZTU t is helpful for overall development of the country. In spite of their contribution in economy
=2 — =-z2etc face many problems in different stages mainly in lacking of right information in right time. In this

- 257U undertakes ‘Safe Migration for Bangladeshi Workers’ project in Kushtia Sadar upazila area in order

= migration. Under the project the migrants will get different services like easy and right information,

=penoency on middle men along with the credit facilities.

~Friendly Fertilizer: SETU has been preparing eco-friendly fertilizer in Meherpur in cooperation
shava and UNICEF under technical assistance of Waste Concern. The constructed composting
=4 only for the purpose of organic composting through garbage collected from residential and

~—mzrcz areas. SETU operated and maintained the compost plant as per the guidelines of Waste Concern. The

ra

WO tz«es care of operation and maintenance of community based resource recovery system.

~~zr—to-Farmer for Food Security: SETU has been implementing Farmer-to-Farmer for food security project with

cance of WINROCK International through USAID. The project includes improved seed production for
zrdening; improve soil conditions through fertilization management. Some courses were organized
-2 o male and female farmers of Mirpur and Kushtia Sadar Upazila area which were facilitated by international

c.catory Forestry Program (PFP): Under this program, 152 villages under 20 unions of three thanas, namely
nzilla, Kushtia sadar and Kumarkhali of Kushtia district were covered since 1991. Major components of this
~=ram are plantation at homestead & cropland, village nursery establishment, central nursery development, tree

rerovation, core farmer development training etc.

:n for All: SETU promotes awareness on health for all agenda among the stakeholders as an essential service.

~itiates advocacy with government departments and service providing NGOs to enhance quality health
Mentionable results of the program are access raised to c¢laim health service from ongoing government
health awareness raised among women, and knowledge level upgraded on reproductive health, HIV/AIDS,

=f2 water use and sanitation.

“rvironmental Sanitation: SETU has gathered experiences in implementing Sanitation, Hygiene Education and Water

COB-UNICEF) Project in Meherpur district under financial and technical assistance of UNICEF, DPHE & DFID.

Tre project includes 101 villages of 5 unions of Meherpur Sadar Upazila covering 194,665 people (male - 100,067,

598) of 48,977 households. A variety of activities have carried out in the field to wage social

T zation for achieving the MDGs. Moreover SETU has implemented same activities in Meherpur municipal area
svering 6,265 households with funding from UNICEF, DPHE & DFID.

s itrition Education: SETU undertook this project in Kushtia Sadar, Mirpur and Khoksa upazilas in order to develop
~utritional status of rural people through establishing vegetable and fruit nurseries, Grameen Nursery (GN) and
Certral Nursery (CN) and promoting nutritional education in cooperation with the project participants.

tes in ensuring 100% enrollment in primary school. Since 1986, SETU has been initiating adult education and

farmal education programs through organizing education centers. Moreover SETU has been working with

Campaign for Popular Education (CAMPE) to popularize education program through involving CSOs. SETU

. y 2 , i
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tabiished J -~ Faemmal Primary Education Centers in different villages of Mirpur Upazila of Kushtia district

s of poor families were enrolled.

bling them in utilizing Information Communication Technelogy in their respective
oyee to cope with the modern challenges in performing daily duties. In this regard

f courses/activities on automation, networking, MIS, data analysis using its computer

s: te=z-y 2 offices of SETU were connected with online network, facilitating quick dissemination of
sular basis. Obviously this technological empowerment of staff through ICT results in speedy

Ssremctmen ng Climate Justice: There are threats' of climate change which are very real and associated challenges
zngladesh is vulnerable due to hydro-geological and socio-economic factors. It is therefore, of
— <t mroortance to assess its vulmerability in terms of population, areas at risks and potential for adaptation.

s 2 structural management system where general body is the decision making body, Executive Committee
~nemerts the decision of the General body. On behalf of the Executive Committee, the Executive Director
s the activities of SETU with the assistance of all tire staff. The organization has several wings in its
~srzzement system such as Financial, Program, Monitoring, Gender, Training and Disaster. It has a central

Zent committee consisting of the all sector heads. The management committee held meeting tri-monthly

rogress is discussed and future plan of action is prepared for better implementation of the project with a

. =w 10 achieve its outcome. They have organizational rules for the above.

¢ 0 ac

nternal Control
nandling in the SETU branch offices and head office and procedures on a/c opening, cash withdrawal,

<iting cash & closure of a/c, investments etc. are run as per organizational rules.

nternal Audit
Thers is an Internal audit team of SETU headed by Ms. Nazmunnahar, coordinater of internal audit and moenitoring

~zpartment. The internal audit team arranges audit twice a year by organizational rules and procedure.

B MANAGEMENT INFORMATION SYSTEM

SETU has Software based MIS continuing frem 2011 and to maintain proper work flow the Organization uses
Microfin360 Software' established through Datasoft System Bangladesh Ltd. Microfin360 is a Micro-Finance
“anagement Software specially developed for the Microfinance Institutes, NGQ's and Cooperative Societies to
sutomate their work-flow. It is Microfinance Regulatory Authority (MRA) & demestics apex financing organization
far Microfinance - Palli Karma-Sahayak Foundation (PKSF) compliance solution having rich set of features, hundreds
of parameterized reports, management statistical dashboard and centralized operation facility. This software
features integrated Management Information System (MIS), Accounting Information System (AlS) & Human Resource

HR) modules.

B CorroRATE GOVERNANCE

SETU has a General Committee consisting of 22 members headed by the Chairman; an Executive Committee
consists of 07 members and an Executive Office headed by the Executive Director who is guided by the Executive
Committee. All the decisions come from General Committee (GC) and Executive Committee (EC) and The Executive
Director implements the decisions accordingly. Executive Committee and General Committee duly reckon up the
activities, outputs and imparts in different projects independently. Moreover, a team of advisors with national and
international reputation pays advisory services to enrich SETU activities in global perspective.

CRAB | CRAB Ratinas on Rating Digest | 21 December 2016 Page 8 of 4
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ANNEXTURE-1

Mc. Omar Ali Chairperson

L. 0 1
Mr. Uzzal Kumar Dabnath Vice-Chairperson
Nazma Parvin Treasure
o= Mr. Md. Shafigual Alam Member
Ms. Ainun Nahar Member
Mr. Abdus Satter Biswas Member
Mr. M A Quader Member Secretary/ Executive Director

™
(8}
m

¥

i
|

t of Senior Management

Mr. M A Quader Executive Director

2 Mr. Md. Mofizul Islam Assistant Director
03 Ms. Nazmunnahar Coordinater, Audit & Monitoring
Mr. S M Hasib Nehal Manager, HRD
Mst. Shahanaj Parvin Manager, Finance
Mr. Abdulla Munim Ahmed Manager, ICT

("]

©7T_ nas functional association and affiliation with the following organizations:

« Palli Karma Sahayak Foundation (PKSF), Bangladesh
« 3angladesh Rural Advancement Committee (BRAC)
« federation of NGOs in Bangladesh (FNB)

« Center for Disability and Development (CDD )

+« Disaster Forum, Bangladesh

« Action on Disability in Development (ADD)

« |International Labor Organization (ILO)

« hospital for Sick Children (Canada)

EXTERNAL AUDITORS
Toha Khan Zaman & Co.

o
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ANNEXTURE-2

| year

1 year

6 month

n 6 month

. 10,000-39,000 39,000-1,000,000 10,000-40,000 6,000-20,000

E 25% (Declining) 25% (Declining) 25% (Declining) 25% (Declining)

o3 C Weekly Monthly One time One time
an P Fees No No No No
=y C No No No No
na an No No No No

Weekly BDT 10~ BDT 25 6.00% n/a

pouct Monthly BDT 100- BDT 1,000 12.50% n/a
msuTEnce Frequency Amount Paid Sum Insured Other Features
Produc Yearly 1.00% on loan As per loan nj/a
Product 2 n/a n/a nj/a n/a

Amount in BDT Mill)

One Bank Ltd. 80.00 23/04/2015 1 0% 9 Months One time 80.00
Standard Bank Ltd. 80.00 21/04/2015 10% 3 years Quarterly 79.45
Mutual Trust Bank Ltd. 50.00 21/06/2015 10% | year One time 25.00
Jamuna Bank Ltd. 10.00 17/04/2016 10% 3 years Quarterly 10.00
Trust Bank Ltd. 50.00 12/05/2016 10% 1 year One time 50.00

8]
m
[

58,501

Total number of clients at the beginning of the period

53,100 52,135
Total number of clients at the end of the period 61,385 58,501 56,024 53,100
“ew clients - all those who joined during the period 7,385 7,225 5,820 5. 735
Table 13

Eorrowers per Branch (No) 893 859 853 878
Borrowers per loan Officer (No) 216 250 266 260
Loan Outstanding per Branch (Mil BDT) 1653 10.97 8.94 7.18
Loan Outstanding per loan Officer (Mil BDT) 3.99 3.20 2.79 2.13
C#AR | CRAB Ratings on Rating Digest | 21 December 2016 Page 10 of 14




BDT Mill Rate % BDT Mill
Teota! Loan Qutstanding 749.2
Totzl overdue 34.1
Regular Loans with no overdue installments 715.0 1.0% v
Waichfu Loan default between 1 and 30 days 6.5 5.0% 0.3
Sub-standard Loan default between 31 and 180 days 5.6 25.0% 1.4
Doubtiu Loan default between 181 and 365 days £ 7 75.0% 3.5
Bad Loan Loan default duration above 365 days I3 100.0% 17.3
Reguired Provision 29.7
Provision kept by SETU 26.6
Surplus / (Deficit) (3.2)
JELOVE S i Sl * s
Cumulative Recovery Rate (CRR) Min 95.00% 99.58%
On Time Realization (OTR) Min 92.00% 99.77%
Liguidity to Saving Ratio Min 15.00% 11.05%
Current Ratio Min 2:1 5.54:1
Capital Adequacy Ratio Min 15.00% 15.15%
bt Service Coverage Ratio I.25:1 2.32:1
Debt to Capital Ratio 9:1 5.34:1
Return on Capital Min 1.00% 33.80%
,,,,,, - SETU
CRAR | CRAB Ratings on Rating Digest | 21 December 2016 Fagei V| oF 05
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ANNEXTURE=-3

= ¢- Interest income/ Avg. Gross OQutstanding Portfolio

Net surplus/ Total Asset

o — Operating Expense/ Avg. Gross Qutstanding Loan Portfolio

srplus. Loan outstanding

Cost of Savings nterest Paid on Deposits/ Avg. Deposits

nd to Equity (times)

tic = Total Equity/ (Total Assets - Cash and Bank Balance).

3orrowed Fund = Long & short term loan (do not include member’s savings)

fouity & Funding = Equity (Own fund + Donation) + member's savings+ Long & short term loan

bage
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RATING
AAA

Triplie A

AA:, AA:, AAs™

Double A

Az, Az, A3
Single A

|
|
|
S
[

BBB:, BBEB;, BBBa
Triple B

BB, BBz, BB3
Double B

By, Bz, B3
Single B

€CCy, CCC1; CCCa:
Triple C

cc
Double C

C
Single C

| Inadequate Capacity & Substantial Credit Risk. MPIs rated ‘BB are less vulnerable in the near |

SRAB APPENDS NUMERICAL MODIFIERS 1, 2, AND 3 TO EACH GENERIC RATING CLASSIFICATION FROM AA THROUGH CC

SETU

LONG-TERM CREDIT RATING:
MICRO FINANCE INSTITUTIONS (MFIs)

DEFINITION

ely Stromzfeanacity & High@ét Qualzl_y MFIs rated 'AAA' have cxt.rcr%égstrong capacity to

1eet their financial commitments. 'AAA’ is the highest issuer credit rating assigned by CRAB. AAA
s judged to be of the highest guality, with minimal credit risk.

["Very Strong Capacity & Very figh Quality, MFis rated 'AA' have very slrong capacity to meet their |
financial commitments, They differ from the highest-rated MFIs only to a small degree. AA is

judged to be of very high quality and is subject to very low credit risk, [

Strong Capacity & High Quality. MFIs rated 'A’ have strong capacity to meet their financial
commitments but are somewhat more susceptible to the adverse effects of changes in
circumstances and economic conditions than MFls in higher-rated categories. A is judged to be of

high quality;and are subject to low credit risk.

-Adequal_c-—Ca'pa_;:it-.y & Modium Qua[rrt.ryi.i!\-’lfIé-_r_éled 'BBB' have adequate capacity to meet their |
‘ financial commitments. However, adverse econamic cenditions or changing circumstances are
| more likely to lead to a weakened capacity of the MFIs to meet their financial commitments. BBt
| rated MFls are subject to moderate credit risk. They are considered medium-grade and as such

may possess certain speculative characteristics.

term than other lower-rated MFIs. However, they face major ongoing uncertainties and exposure
to adverse business, financial, or economic conditions, which might lead to inadequate capacity to
meet their financial commitments. BB is judged to have speculative elements and is subject to

substantial credit risk |
N il

but the MFls currently have the capacity to meet their financial commitments. Adverse business,
financial, or ecenomic conditions are likely to impair the capacity or willingness to meet thelir

financial commitments, B is considered speculative and weak capacity and is subject to high

credit risk. l
Very Weak Capacity & \/éry_ High Credit Risk. MFls rated 'CCC' 'a-r-e-arrcnti-y vulnerablb, ana are |

‘ dependent upon faverable business, financial, and economic conditions to mect their financial

commitments. CCC is judged to be of very weak standing and is subject to very high credit ri

|

° !

Extremely Weak Capacity & Extremely High Credit Risk. MFIs rated 'CC' are currently h\thy1
vulnerable. CC is nighly speculative and is likely in, or very near, default, with some prospect of

recovery of principal and interest. |
|

;7Ncar to Default. A 'C rcmn_g is a-s'ss'\g_nedmld MFls that are Currcﬁ-l_\ymﬁi_g_hﬁ vulnerable to non- |
payment, having cbligations with payment arrearages allowed by the terms of the documents, or
obligations that are subject of a bankruptcy petition or similar action but have not experienced a

payment default. Cis typically in default, with little prospect for recovery of principal or interest,

m[icfau'lt.“MH;';-?a-t_tia_'li' are in d(-!rlia]ii.ﬂ"mc_'[)‘ rating also will be used upon the filing of a

bankruptcy petition or the taking of a similar action if payments on an obligation are jeopardized. |

THE MODIFIER 1

ES THAT THE OBLIGATION RANKS IN THE HIGHER END OF ITS GENERIC RATING CATEGORY, THE MODIFIER 2 INDICATES A MID-RANGE RANKING,

ANG THE MODIFIER 3 INDICATES A RANKING IN THE LOWER END OF THAT GENERIC RATING CATEGORY.
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SHORT-TERM CREDIT RATING: MICRO FINANCE INSTITUTIONS (MFIs)

DEFINITION

e —

MFls rated in this category are considered to have the highest capacity for timely repayment
of obligations. MFIs rated in this category are characterized with excellent position in terms

' st Grade of liquidity, internal fund generation, and access to alternative sources of funds is
outstanding.
MFls rated in this category are considered to have strong capacity for timely repayment.
e ) i ‘ ) o ’
s | MFls rated in this categery are characterized with commendable position in terms of

Average Grade

liquidity, internal fund generation, and access to alternative sources of funds is
outstanding.

MFls rated in r:his category are considered to average capacity for timely repayment of
cbligations, although such capacity may impair by adverse changes in business, economic,
or financial conditions. MFls rated in this category are characterized with satisfactory level
of liquidity, internal fund generation, and access to alternative sources of funds is
outstanding.

ST-4

Below Average

MFls rated in this category are considered to have below average capacity for timely
repayment of obligations. Such capacity is highly susceptible to adverse changes in
business, economic, or financial conditions than for obligations in higher categories. MFls
rated in this category are characterized with average liguidity, internal fund generation, and

Grade
access to alternative sources of funds is outstanding.
|
1
| MFIs rated in this category are considered to have inadequate capacity for timely repayment
S8 of obligations susceptible to adverse changes in business, economic, or financial ‘
conditions. MFls rated in this category are characterized with risky position in terms of ‘
nedeqguate Grade | |jquidity, internal fund generation, and access to altermative sources of funds is [
outstanding.
MFls rated in this category are coensidered to have obligations which have a high risk of '
ST-6 |

default or which are currently in default. MFIs rated in this category are characterized with

Lowest Grade risky position in terms of liquidity, internal fund generation, and access to alternative

sources of funds is outstanding.

Copyright 2016, CREDIT RATING AGENCY OF BANGLADESH LIMITED ("CRAB"). All rights reserved. ALL INFORMATION CONTAINED HEREIN IS
PROTECTED BY COPYRIGHT AW AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER
TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT CRAB'S PRIOR WRITTEN CONSENT. All
nformation contained herein is obtained by CRAB from sources believed by it to be accurate and reliable. Because of the pessibility of human or
nical error as well as other factors, however, such information is provided “as is” without warranty of any kind and CRA8, in particular, makes
esentation or warranty, express or implicd, as to the accuracy, timeliness, completeness, merchantability or fitness for any particular purpose
of any such information. Under no circumstances shall CRAB have any liability to any person or entity for (a) any loss or damage in whale or in part
caused by, resulting from, or relating to, any error (neglgent or otherwise) ar other circumstance or contingency within or outside the control of CRAB
ar any of its directors, officers, employces or agents in connection with the procurement, collection, compilation, analysis, interpretation
carmmunication, publication or delivery of any such information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages
whatsoever (including without limitation, lost profits), even if CRA8 1s adwised in advance of the possibility of such damages, resulting from the use of
or inability ta use, any such information. The credit ratings and financial reporting analysis observations, if any, constituting part of the Information
contained herein are, and must be construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold
any securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINES COMPLETENESS, MERCHANTABILITY OR FITNESS FOR
ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER QPINION OR INFORMATION 1S GIVEN OR MADE BY CRAB IN ANY FORM OR MANNER
WHATSOEVER. Each rating or other opinion must be weighed solely as one factor in any investment decision made by or on behalf of any user of the
information contained herein, and each such user must accordingly make its own study and evaluation of each security and of each issuer and
guarantor of, and each provider of credit support for, each security that it may consider purchasing, holding or selling.
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