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Dear Sir
Submission of internship report

I am pleased to present my internship report on “An Overview of Micro Credit and
Investment Practices of MIDAS Financing Limited” that was assigned to me as a partial
requirement of my BBA program. In doing my internship report, I have found the work
. quite interesting and valuable. T have tried my level best to make it authentic and worth
reading. While writing this report I have gone through Internet, different brochures, annuai
reports and interviews with personnel from different department of MIDAS Financing

Limited for the relevant information of the assigned topic.

I put my best efforts to apply the theoretical concepts in real life situation. I have

thoroughly enjoyed preparing this report as a partial requirement of my BBA Program.

Please feel free to call me, if you have any query regarding this report or any clarification

needed. I am looking forward to get your comments and suggestions on this report.

Thanking you

Sincerely yours

Shamsul Arefin Shuvo
1D # 2004-3-10-041



To Whom It Mav Concern

This internship report is prepared with relevant documents related to this topic Overview

of Micro Credit and Investment Practices of MIDAS Financing Limited.

This internship report is written by Shamsul Arefin Shuvo, 1D#2004-3-10-041, BBA
Department, East West University, is acknowledged and accepted.

_ Mahmud Zubayer

Internship Supervisor

East West University, Dhaka.
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never been completed without the Lelp of some cooperative persons and accommodating

authorities. I have received help from a number of persous in preparing this report and I
would like to thank all of them.
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iternship supervisor, Mr. Mahmud Zubayer, East West University, for his enthusiastic
guidance during the entire phase of the study without which it would not be possible for

me to prepare this internship report.

I am also grateful to Mr. Md. Abdur Rashid Gazi, Managing Director, MIDAS Financing
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Ahmed Salah Uddin Khan, Senior Manager, MIDAS Financing Limited; Mr. Md. Enamul
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Senior Manager, MIDAS Financing Limited, Mrs. Nilufar Sultana, Senior Manager,
MIDAS Financing Limited, Mr. Md. Fakhruddin Emdad, Officer, MIDAS Financing
Limited for their kind cooperation to fuifill the Intemship Report on: An Overview of

" Micro Credit and Investment Practices of MIDAS Financing Limited.

Finally, I would like to thank the entire faculty and staff of East West University who had
been very cooperative and supportive and whose valuable guidance/teaching helped me
know a lot about Bachelor of Business Administration and made it possible for me to

accomplish this Internship Report.



The internship report entitled “An Overview of Micro Credit and Investment Practices
of MIDAS Financing Limited” will lielp tulfilling the partial requirement of the Bachelor
of Business Administration (BBA).

MIDI Program is an important issue of Micro Industries Development Assistance and
Services (MIDAS). MIDAS is committed to the development of a sound and rapidly growing
micro, small and medium-scale enterprise sector in Bangladesh. Accordingly, it aims at (i)
continuously developing its institutional capabilities for attaining self-reliance, (11) identifying
exceptionally promising micro, small and medium-scale enterprises for providing financial,
managerial, and technical assistance, (iii) developing entrepreneurship and enabling
‘ entrepreﬁeurs prepared to exploit new business opportunities, (iv) enhancing capability of
micro, small and medium enterprise promotion organizations, and (v) serving as a catalyst

force for the growth of a sustainable micro, small and medium business in the country.

MIDAS Financing Linited lunched its MIDI Program to create eniployment opportunities
and to develop entrepreneurial skills among small entreprencurs. MIDI Program gives

short term and medium term loan with easy terms and conditions. The organization

considers MIDI as tool to ensure expected performance.
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The micro-credit is seen as the most effective development tool nowadays. The institutions
in Bangladesh have a pioneering and leading in this sector worldwide and are recognized
offering the most diverse product line. With the time many Income Generating Activities
moved with the help of micro credit to the stage of entrepreneurship. Nonetheless there
was years ago a big lack for those who have been released of micro credit. This is why
MIDAS Financing Limited started in July 1993 its Micro Enterprise Development
Initiative in short MIDI. The idea was to support graduated entrepreneurs with financing
enabling them investing in their business and give them further perspectives. Additionally

the training tools of MIDAS give their clients the ability tc enhance their business skills.

. By the time some leading NGOs and through the presswe of the government and for
reaching a new client group. banks replicated or instailed similar programs. More lending
programs for a specific target group do not only mean a wider range of products and easier

access to credit for enterprises but also implicates a change in the strategic position of
MIDI on the market.

After introducing the topic and the objectives, methodology scope and limitations of the
study, I tried to focus on the organizational overview, organogram and management, and

different services offerings of MFL in chapter 2, 3 and 4.

In chapter 5, I tried io focus on the professional backgreund of micro-credit and micro-
enterprise financing itself. It is incessant to understand the basic concepts, historical

development, importance and the perspectives of the micro financing.

In chapter 6, basic concepts, policies and strategies accompanied with background

information of the MIDI Program are described.

In chapter 7, marketing analysis ¢f MIDI Program and MFL is evaluated. To conduct

marketing analysis, I made a quesuonnaire, which is given in Appendix B.



A financial statement of MFL is evaluated using common size statement analysis and ratio

analysis in chapter 8. -3

Chapter 9 tries to identify the strengths, weaknesses, opportunities and threats of the MIDI
program. In chapter 10 and 11, some major findings and recommendations are mentioned

in order to demonstrate necessary changes and possible strategies.

Some lists of acronyms are given in Appendix A, which are used in this report. The

lending policy of MIDI Program of the company has been given in Appendix C.

Finally it can be said that MIDI has a strong performance and a good position on the
market. Besides a lot of improvements have to be done for continuous success and to be

- able to compete with a good prograin packet i the future.
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1.1  Introductory Part

MIDAS Financing Limited started the Micro Enterprise Development Initiative (MIDI) in
1993 with the intention to provide financial support to a ueglected sector of enterprises up

to that date. MFL was the first institution who rec

sl ﬂiat there is a marginal group of

enterprises not conside;_r:" by the bankmg and NGO sector until this time. Giving financial

access to this untouched n._lche in the financing sector led to that MFL is regarded as the

pioneer of micro-enterprise financing in Bangladesh.

because collateral secutity has to be provided.

But during the last years and also with the pressure of the government of the Republic of

Bangladesh many banks started micro-enterprise fmzmcmg schemes to extend their

businesses and to reach new clients. Also the NGOs recognized that they cannot release
their customers without giving them a perspective for the future. Therefore more and more

NGOs decided to support them till the micro-enterprises can graduate to get loan from the
banks.

Presented by: Shamsul Arefin Shuvo. [1112004-3-10-041 W 1l
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1.2 Objective of the Study

-3

The purpose of the report is to achieve knowledge about the inicro credit and investment
practices of the company. The main objective of this study is to prepare an internship
report on the specified topic working within a company.
Certain objectives are essential for the conductive research. These are as follows-

e To present a brief overview and history of MFL company.

e To find out and provide micro credit practices of MFL.

* To find out the promotional activities of MEFL

e To find out the ploblems regdrdm;, micro-credit service.

¢ To understand the ost efficiency of MIDI Projects.

e To understand MEL activities and.in spectal the MIDI program.

o 'f ituation of r*11cxo-untelt,nses and Lb ir futue perspectives

e To point out o

Program.

1.3 Importar'i.'_c"eﬁo:f_..the Study

"._0_ __ance 3. any aspects of educational field is - ‘To gain knowledge through a
scheduled 7

rocess.” As au essential part of my a551gned course, it is a necessity to go

through all fields of | mowlédg,c, both theoretlcal_& practical .

The internship program is assigned to all the BBA students. fd attain efficiency in various
perspectives such as— micro credit, investment practice, aé'{,ountmg information systems,
management, finance and banking, marketing, economics etc. It is very important to
conduct an internship program, as academic knowledge is not sufficient enough to face
future opportunities & threats. This program is valid for major reasons-

e To develop clear understanding about the organizational objectives.

e To know the structure of the organization.

e To analyze the activities of the organization.

Presented by: Shamsul Arefin Shuvo. 1D41200+4-3-10-041 2 i3
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o To assess the major strengths, weaknesses, opportunities and threats of the
organization. N

e To design promotional techniques for the organization.

e To identify the categories of the clients.

e To suggest appropriate steps taken to promote its services.

1.4  Scope of the Study

Basically this report is. based on.the present. Sltuatlon of. mlcro credit in Bangladesh and
MFL’s contribution m 1t M]DAS I‘mancmg Limited \MFL) is one of the leading non

banking financial ms@;t_ut}_,ons in Bangladesh. This report covers the organization’s

background, structure, functions, management practices, services, micro credit, micro-

enterprise financing, M -_I program and -its market sfmatnon and SWOT analysis of
MIDAS Financing anted :

1.5 Methodology t:::tlﬁe Study

The report were conducted in number of subsequent ste that cover an integrated plan.

e Analysis and evaluatlon oi thc hndm gs

° Recommendatlon on the fmdm gs.

Sources of Data: Data used in the study were collected from both primary and secondary
sources.
The Major sources of primary data are:

e Interview with the executives of different departments and MIDI department,

e Observing activities of the concerned Department.

o Discussion with knowledgeable persons.

Presented by: Shamsul Arefin Shuvo. [D#2004-3-10-041 3



MIDAS FINANCING LIMITED (MF1) p;y
[

The secondary sources of data are:
¢ Publication materials of MFL. K
¢ Annual Reports of MFL.
¢ Use of brochures, published books, articles, journals, and research papers etc.

¢ Information collection from internet sources,

1.6 Limitation of the Study

At the time of preparing.my report I faced several problems. These limitations are as
follows: S

prepare this repor

o Current and adequate mfmmatlon is hara to collecr

¢ Due to lack of practxcal experxcncc some errorq m1ght be occurred during the

study. Thereforc maximum efforts have given to av01d.-1mstakes

e As a novxce 1t was tough for me to make'é: evaluatlon and finally draw

recommeﬂdatxon The allotted time is not enough to understand and evaluate this

excused for these.

Despite all these limitations, the study has hopefully fulfilled its objectives and indicates

some important suggestions.
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In order to conduct a worthwhile repoit preparation of MIDAS Financing Limited, it is

necessary to go through the profile of the company under study.

2.1 Historical Backglound of M[DAS Fmancmo Limited

Micro Industries Devel_(_) pment A'ssistance and serviceS' (MID‘AS) was established in 1982

under the Societies AEt with the initiative of United States Agency for International

Development (USAID) .1,0-"'E vercome the high rate of unemployment of Bangladesh which

is also influenced by hxgh population growth rate and stagnant per capital agricultural

productivity.

MIDAS was also formally registered with the'Dc_:pémnenf _Qf:Social Welfare, Government
of the People’s Republ'i'(; of Bangladesh as a non-profit vo;1:u""tary organization with a view
to generating employment opportunities. Before reg,1strat10n of MIDAS, a cooperative

agreement wab 51gned be reen USALD (under its Rural Induetrlal Project) and the Asia

 (as an 1nte_rmed1ary) in 1981 to channel and .ddmmster USAID assistance to

Upon registration as non- plOflt voluntary orgamzatlon, rh management of MIDAS was
vested in a board of directors who were society’s member representing the voluntary
agencies, private organizations, the government of Bangladesh and dounor agencies. The

Board Members are elected for a term of two years.

An amendment to the cooperative agreement with USAID was made in 1985 that include a
scheme of granting loan and equity fund to the potentially profitable and innovative
business ventures as it believed that there is a large opportunity for the development of
micro and small labor intensive enterprises in the services, construction and manufacturing

sub sectors rather than in the public and large manufacturing sectors.

Presented by: Shamsul Arefin Shuvo. 1D#2004-3-10-041 ; % ..""{_"'
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Through a high degree of specialization and experience together‘with prudent traditional
values, MIDAS activities are mcreasingly become commercial in nature and have
demonstrated its ability and commitinent to the development of small enterprises in
Bangladesh. Therefore the government of Bangladesh has advised to operate MIDAS as an
industrial promotion company rather than a non-profit voluntary organization.
Understanding this Board of MIDAS reviews the proposition‘and dec:ded to convert
MIDAS into a company limited by guarantee under the Company Act 1993.

USAID supported MIDAS tnll September 1993 and after that.MIDAS has not received any

assistance from any qumie_ls.

- The goal of MIDAS 1snot only to provide financial assistance to micro and small
enterprises but also tof:____l_)_'écome a financially self—r_elia_h(_ organization. In this respect it
applied to Bangladesh.;:éadii for license under__th_é Finanmal Act, 1993 to operate as a
regular Non-Banking I_?inémc_ial Institution and have access to short-term credit from
international organiza’tjbn aﬁ'd multinational agéncies lick ADB IFAD etc.

With licens: ﬁom Bangladesh Bank to operate as a non- bank financial mstitution under the
financial a¢ '1993 AS set up “MIDAS Financing anted which is an offshoot, a
spin-off MIDAS with the pnmaly objectlve of takmg over ihe en‘erprise fnancmg role of
" MIDAS and performing

1a better way and ona ldrg,ex scale :

MIDAS and MFL both are companies incorporated by th¢ r:egi__ster of joint stock companies
and firms under the companies act. But where MIDAS is & company limited by guarantee

and MFL is a public company limited by shares.

MFL having license from MIDAS has imherited a corps of devoted and qualified
professionals with vast experience in enterprise promotion and financing. It will also be

underpinned by the backup services of MIDAS that will continue to play its developmental

role with full vim and vigor.

Presented by: Shamsul Arcfin Shuva. (Di#2004-3-10-041 6




MIDAS FINANCING LIMITID (MI].) W

Table 1: Time Line of MIDAS and MFL

' TIME LINE

MIDAS SERVICES
1981 Started its journey as an SME development project of USAID under The Asia
Foundation.
1982 Registered as an NGO under the Department of Social Welfare.
- Started providing financial assistance to small enterprises.
1983 - Opened consultancies wing and started doing feasibility study, market
research & business plan
1984 Started sub- sectoral studies on areas havmf7 mvestment potentials on regular basis.
1987 Started TexnIe Developmem Plooram w1th the assistance of Ford Foundation (5-
year pI’O_]CCt)
- Started warl\m » with NRDP-II/DANIDA as long (Syears)
1988 Consulta;ﬁ@nployment Advisor. _
- E arate training unit and started Orgamzmg courses on
Entrepreneuml‘lp and Business: Develoomem (Lased on CEFE approach)
1989 Designated as ReS1dent RepresentatL\E—B;Canad;an Executive Service
Orgamzatlon (CESO) o
1990 D651gnated (?onsultant of Small Enterprxse Deyelopment Program (SEDP) of
1991
1993 .
1994 Joint HRD ProgTam was launched w1th Humber College of Canada (3-year
project). o
- Started ““ Promotion of Private Sector-B” Préjeat as implementing agency with
1997 the coilaboration of GTZ (3 year project).
- Designated Resident Representative of Netherlands Management Cooperation
Program (NMCP).
2000 Launched a subsidiary non-banking financial institution named MIDAS Financing

Limited- a public company limited by shares.

Presented by: Shamsul Arcfin Shuve. 1D12004-3-10-041 7}
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2.2

Company Introduction

Name and Status

MIDAS Financing Ltd:";_ ;submdlaly organization of MIL)AS Is operating as a Non-Bank

a) The Registrar of Jomnt Stock Companies and

Name: Micro Industries Development Assistance and Services (MIDAS)
Status: MIDAS is registered with:

Firms as a company limited by

guarantee under Companies Act 1913. Registration No. CTO- 304(16)/92

dated December 30, 1992.

b) NGO Affairs Bureau, Prime. Mimister's. Office, as a Private Voluntary

Organization under the Societies Act XXI of 1860. Registration No. $-838/17

dated November 09, 1989.

) Depmfmc_:_ht__ of Social Welfare, Ministry of Social Welfare. Registration No.

DSW/FDO/H-123 dated August 13, 1982.

Financial Institution (NB} I) under Financial imtltutlon Act 1993. 1t is registered with

The Registrar of .Tomt Stock Companies and Firms as a Public Company Limited by

Shares. Bangladesh Bank issued license on October 11

Financing lelted

1999 in favor of MIDAS

Table 2: The Major Ey ents of The Company s as follow:.:j:-f-

Date of Incolporatmn o

11.

Issuance of NBFI License by B(m_g,ladcs Bank .

1ii.

Commencement of Commercial Operation

.Tanuary 01, 2000

1v. Commencement of Leasing Business July 01, 2001
V. Commencement of Consumers Credit Operatlon'3-3""5-"-'-'-' October 01, 2001
vi. Commencement of Housing I.oan July 01, 2004
vil. Signing of First Lease Agreement July 05, 2001
viii. | First deposit taking from individual investors June 08, 2002
1X. Initial Public Issue of Shares (date of allotment) August 12,2002
X, Listing on Stock Exchange:
- Dhaka Stock Exchange (DSE) October 26, 2002
- Chittagong Stock Exchange (CSE) July 27,2004
X, Opening of Bogra Branch February 19, 2006
xii. | Entry in CDBL March 23,2005
xiii. | Issue of Rights share

May 15,2005

Presented by: Shamsul Arefin Shuvo. 1D#2004-3-10-041
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2.3 Objectives

-

MFL strongly believes that a positive contribution can be made to the development of the
economy through creating new employment opportunities and developing new base of
entrepreneurship in the country. Therefore it aims at-
» To enhance the capability of micro, small and medium enterprises through
providing financial assistance.

» To develop entrepreneurship and enabling entrepreneurs to exploit new business

opportunities.

» To identify exéeptibnélly':pto'nising. micro, small and medium enterprises for

providing fmancm ,".managerxal and technical assistance.

To promote womcn ‘entrepreneurship.

To dlscrlmmate_" 1format10n on micro, small and medlum enterprises.

To offer consulramy SErvIces.

To carryout study'and IGSCdlCh SErvices.

To develop its mstltutlonal capabmtms f01 attammg sclf— reliance.

vV V V VYV VYV V¥

To expand thelr presence in the area of trade and busmess and investment of our
country.

» To serve as a catalyst force for the growth of su:.tamable micro and small

enterprlses in oux country

2.4 The Strategy

MIDAS strongly believes that micro and small enterpr__iS’egji"_provide an excellent room
for creation of new employment opportunities and _.:dé"vlelopment of new base of
entrepreneurship 1n  the country. Its enterprise development program aims at
strengthening the strategic position of micro and small enterprises between large
scale , capital intensive and sophisticated firms and very small scale, informal and less

sophisticated enterprises.

Presented by: Shamsul Arcfin Shuvo. [D#2004-3-10-041 . 9 4
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2.5 Values

o
MFL abides by a set of core values. Some can be classified as traditional values such as

security, trustworthiness, integrity, and confidentiality. MFL holds the following values

also-
> To work as a team to serve the best interest of the customer.

» To have strong customer focus and build relationship based on integrity, superior

service, and manual benefits.

» To be relentless in pursuit of entrepreneurship development and improvement.

To value and respect ;iéofale-émd made decisions based on merits.

\4

» To strive for préifii_t"and sound growth.

2.6 Mission

MFL is a non-banking financial institution with a.vision of excellence. It aim to be an

outstanding non-bankiri_:_g;ﬁﬁaﬁcial inistitution providing a broad range of services to the full

range of customers, delivered nationally and d_ifferentiatc_;_frbm 1ts competitors by quality

and efficiency of services. MIDAS Financing Limited connects the mission into specific

performance objectives-

> MFLwishes to:

x_;éve the top position in the country and sustain thereafter.

strategic plan (Long term, 'mterme_diz_it_' - and short term) to attain its

objectives.

2.7  Vision
MFL will be renowned as the top performing non- banking financial institutions serving in

Bangladesh. They are relative to their competitors:

Provide the greatest return to the shareholder by achieving sound profitable growth. Be

perceived by customers and staff as the best whatever they operate. Have staff of the high-

test caliber.

Presented by: Shamsul Arefin Shuvo. [Di2004-3-10-041 10
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3.1 Management

There are 10 members in the management of MFL. The Board of Directors including
Managing Director look after the day-to-day affairs of the company. Management of
I Mee‘rmg (AGM). Recently the

organization declared d1v1dend to the bhareholder 2t the'ratio of 1B: 10. The management

MIDAS Financing Ltd Sxopyear performs Annual Ge

of MIDAS Financing Ltd;-:has already started and has planned to undertake a number of

new programs in order :iﬁ_:_df:vel'sify its activities and expand business, which are as follows:
» Housing loan sdhéﬁfe

Investment in capltal market.

Merchant bankm:’ 0 eration.

Factoring.
Computerization and Automation.

Enlistmenﬁ_wjfhi.j(}bBL.

Y V V V V¥V

3.2 Prz‘c-,fégsionalm Functional Specialization

Trained manpower is an nnportant asset of any company N/fFL implements its programs

am of quilLflf‘d proFesuonai bpec

Finance, Management, Marketing, Accounting and Computer Science etc. A number of
officers of the company participated in different training courses and workshops organized

by reputed training institutions including BIBM.

3.3 Organogram

The organogram of MIDAS Financing Limited is presented on next page.
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Diagram 1: Organogram of MIDAS Financing Limited
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3.4 Networking

3
MIDAS maintains an excellent networking with stmilar institutions both within and outside

Bangladesh.

3.5 Publications

MIDAS publishes a quarterly newsletter named "MIDAS News", Its circulation is about

3,000 copies and is distributed to selected organizations of many countries of all the 6

continents of the world. =~~~

MIDAS also publishes an annual report, which presents the organization's overall activities
and achievements during the year. There are also brochures on different programs of MIDAS

which are updated from: hme to time.

3.6 Evaluation

MIDAS performance of fust 10 years had been xev1ewed by two leading US based
consultancy houses namely, Development Alternatives, lnc and the Nathan Associates

Inc., Washmgton ; appointed by USAID. The mam areas of evaluation were—

MIDAS’s orgamzatlonal slreng,th and its management system md self-sustainability. MIDAS

financial management system was evaluated by the Coopers and Lybrand, Singapore,

In one of the evaluation reports, the evaluators recorded MIDAS as a "highly visible and

highly regarded show-case of private enterprise initiative in developing countries™.

3.7 Branch Offices

MIDAS has 4 Branch offices in Chittagong, Khuina, Bogra and Narayangonj and 2 Booth
Offices in Feni and in Comlla respectively. Every Branch office has its own Library and

Information center, computer and other modern communication facilities.
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Presented below are the different services provided by MFL for development and promotion

of micro, small and medium scale enterprises and other institutions/organizations in

Bangladesh.

- and financial arranges E;t:_tc Under this program MFL provi

Working Capital.

Characteristics SED Program

» Maximum loan size of SED is Tk. 100 million,

nt'period is 5 years (maximum).

>

>

> Mode f repayrﬁéﬁli-:may be monthly, quarterly or half _§{ear1y.
. Raue

Service charge 1s 17% per anpum (simp

the total pI'O_]GCtO&t

insurance guarantee for loans above Tk. 7.5 lac.

4.2 Micro Enterprise Development Initiative (MIDI)

The MIDI program was introduced in the year 1993 under MIDAS. After that in the year
2000, it became one of the important schemes of MFL. The main objectives of MIDI are to
create employment opportunities and develop entrepreneurial skills among small

entrepreneurs. Short-term  and medium-term  loans ranging from Tk.50,000/- to
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Tk.1,000,000/- are provided to micro enterprises on very soft terms. Special features of
MIDI loans are: K

e Loans up to Tk.750,000/- are collateral free.

o Simple and quick processing.

e Special cash incentive is oftered on timely repayinent.
e Provision for special loans to meet seasonal demand.

e Special reduced interest rate for women entrepreneurs.

e No fees for documentatlon

For security of the loaf_n;__MIDI takes Personal Guarantee of the Sponsor and Thixrd Party
Guarantee from a persé'__‘_ ‘acceptable to MFL. There is no collateral security needed up to

Tk. 750,000. So guararift'orr 1s very important and visit to the guarantor is also necessary. If

the sponsor does not reiﬁéiy'-'money then after 3 months they (MIDI) has to send notice.

43 Women Entéfpi:-ise ]}évelopméh_t'(WE']')){- __

The WED cell is establi'éhed with the objective of inCrcdsing women participation in

activities by way of thelr employment or self—employmem in MIDAS supportea programs.

women entrepreneurs. MFL ar ranges dlscussmn meetmgs w1t11 women entrcoreneur on the

3rd Thursday of every month at the head office to inspire anc_i-.assist them to start business

and establish as a successful entrepreneur.

4.4 Lease Finance

MFL extends lease finance facility to micro, small and medium enterprises and corporate
business units in the manufacturing and service sectors and also to individuals and

institutions for acquisition of machinery, equipment, vehicles and other fixed assets. After

obtaining license as non-bank financial institution in October 1999 it started its
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commercial operation from January 2000 but it actually started leasing operation from July
2001. :

Under this scheme, they give loan to Capital machinery, Heavy construction equipment,
Generator, Transformer, Lift and Boiler, Air-Conditioning and Refrigeration equipment,
Medical equipment, Vehicles, and Agricultural equipment.

e Lease amount: minimum Tk. 300,000 and maximum Tk. 100 million.

e Lease Period is 2-5 years.

| "y--;_01 bl—monthly

, Bank/Insurance Gu:;

:t:ee, Mortgage of Land and
ble Securities, and Lien of TDR .

4.5 H.o‘us‘ing Loan

’ 'MFL has launched Housing I___an Scheme

limited income people by extending financial support n the form of term loan. Under this
scheme, they give loan for construction or renovatlon of a house / apartment, and

purchasing a ready made house / apartiment / commercial space / shop.

e Any Bangladeshi citizen within the age bracket of 30-55 years with recognized
sources of income can apply for loan under this scheme.
o The amount of loan shall be from Tk. 3 lac to Tk. 50 lac but not exceeding 50%

of the construction cost or purchase price of the property.
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MFL started LLS scheme in 22" December 2005, MFL LLS scheme is a fully risk less

scheme and now it is becoming very popular day by day.

4.8 Term Deposit

Under the guideline of Bangladesh Bank, MFL receives term deposit from individuals and
institutions at attractive rates of interest. The rapidly growing MFL offers an excellent
opportunity of secure investment with superior return to individual and organizational

investors under its mvestment scheme MFL started this scneme to solve liquidity problem.

Anyone has surplus fund and :alc mtcrested in secure 1vestment with superior return, he /

she can easily invest hls/ hex fund under this scheme in MFL.

Main features of this scheme are:

1. Fund recetved undu an agreement. :

2. Period of 111vestment is 1 year for an md1v1dual and 6 year in case of institution
(automatically renewabl ).

3. Rate of return at 13% per annum.

4. Payment of retum- Half yearly and instant on the due date

49 In mentm‘%ecurltnes

As part of dlver51f1cat10n of ltb operdtlon MFL has deuded to oper

~ by investing in shares: 'll]d securmes both the Frma@y mar et and Secondar

This investment will help develop capital market as well as Increase Company’s earning

and profitability.

Objectives of Investment in Capital Market: MEL should decide upon capital investment
objectives before buying securities. Different organizations have different objectives to
invest in capital market. For the organizational investors, perhaps one goal should be not to
get rich, but rather to make a sensible return investment. There may be other objectives as
well. The following are possible investment objectives of the investor: Liquidity, Income

or yield, Capital gains, Security or principal, and Hedging inflation.
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5.1 Whatis Micro Credit

“Micro credit” is the name given to extremely small loans made to poor borrowers. A

typical micro credit scheme involves the extension of an unsecured, commercial-type loan

at interest to a poverty stricke

‘poverty stricken varies with the

situation, but in Bangladesh the typical definition is a borro“wer who owns less than 0.5

acres of land and relies on:wages for all income. Loans are disbursed in a group setting to

poor borrowers, with s amount of non-credit assistance also being made available. The

non-credit assistance typically ranges from skills training. to marketing assistance to

lessons in social empowerment. (Khander, 1 998).

Extremely small busmess vemures such as those fman(.ed vith micro credit loans, are

known as micro enterprlses Micro enterprise clusters are simply groups of micro

enterprises located

encouragément from government or NGO’s.

e proximity to one another and engaging in similar business

activities.

tering ' can either arise spontaneously, or as a result of outside

The definition of micro___ it 1hatwasadoptcd1

According to Oxfam, micro credit consists of "very small scale financial services,

including savings, loans for emergencices, day-to-day living, and investment in productive
activities". Credit is usually provided to groups of individuals or village organizations that
use joint-liability to enforce loan repayment. The word "micro credit” did not exist before

the seventies. Now it has become a buzz-word among the development practitioners.
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Definitions differ, of course, from country to courtry. Some of the defining criteria used

include-
e size- loans are micro, or very small in size
e target users- micro entrepreneurs and low-income households
o utilization- the use of funds - for income generation, and enterprise development,
but also for community use (health/education) etc.

e terms and conditions- most terms and conditions for micro credit ioans are

flexible and easy to understand, and suited w0 the local conditions of the

community.

" start small business.

The key implications of micro credit are .in its name-itself: ‘micro’. A number of issues
come to mind when 'micro’ is considered: The small size of the loans made, small size of
savings made, the smaller frequency of loans, shorter repayment periods and amounts, the

micro/local level of activities, the community-based immediacy of micro credit etc. Hence

micro credit! :{not'ithe sgI;;tion, but is a menu of options ah'_d:'ennoblement, that lxas to be

put togethem]_odéed on lqé_a._l_ conditions and needs.

5.2  Essential Features of Micro Credit are:

1. It promotes credit as a human right. s

2. Its mission is to help the poor families to help thex:nsél\}es to overcome poverty. It is
targeted to the poor, particularly poor women.

3. It is offered for creating self-employment for income-generating activities and
housing for the poor, as opposed to consumption.

4. Tt was initiated as a challenge to the conventional banking which rejected the poor
by classifying them to be "not creditworthy". As a result it rejected the basic

methodology of the conventional banking and created its own methodology.
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5. Loans can be received in a continuous sequence. New loan becomes available to a
borrower if her previous loan is repaid. i

6. All loans are to be paid back in instaliments.

7. Simultaneously more than one loan can be received by a borrower.

8. It comes with both obligatory and voluntary savings program for the borrowers.

5.3 1In the Context of Microfinance

In 1998 the number of people alound the frlobe hav1m a dally income of US $1 reached

1.2 billion. A year later : 5..b1111on people (nearly 759 o..dt the world population) have been

living in countries with:_.l-ow income. Out of them 2.4 billion had an average per capita
imncome of US $410 an_:jc"l_::fmther 2.1 billion men has been living in couniries with a per

capita income of US $1200

In developing countries the nmjoruy of the people have a lack on capital and savings what
results in the 1mp0551b111ty to get self-employed and make ploductxve activities. To close
this gap micro finance has_ been installed to-support those poor people and enabling them to
get access to capitzil and' to get more independent. Espccii;:lly those small and micro-

entrepreneurs__ oubtltutes a significant percentage of ecowmlc activities, particularly in

those countt where the ugrxcultural sector is important and 1% the main income resource.

poverty line is 36%. Therefore, it is the prime concern for- t_he nation to generate income

through creation of job opportunity and employment. Creation of job opportunity at large
scale is not possible. A tool for helping the people to get self-eraployed can be financial
support. Many small and medium entrepreneurs in the country have innovative ideas, spirit

and potentiality to do something productive for local consumers as well as to export

abroad.
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The definition of microfinance often includes both financial intermediation and social
intermediation. Micro-finance is not simply banking but it is a devélopment tool. Micro-
financing activities usually involve:

e Small loans, typically for working capital.

o Informal appraisal of borrowers and investments.

e Collateral substitutes, such as group guarantees or compulsory savings.

e Access to repeat and larger loans, based on repayment performance.

e Streamlined loan disbursement and monitoring.

e Secure saving produc

contrlbutlons (15 1mportant for loan repayment) and

= to build up the asset base of clients.

Referring to the _World"Bdnk the collection of savings is. :m 1mp0rtant part of the credit

important indicator of the ability to pay back loans”. Sav.ngs can enable the borrower a

special kind of life security and are an additional asset ‘what can also used for further

investment.

5.4 Micro Financing Institutions (MFT)

MEFI’s are usually NGOs, credit unions, private commercial banks, state-owned banks, etc.

who offer financial services to the poor. Their clients are self-employed entrepreneurs with
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low income in rural and whban areas like traders, street vendors, small farmers,

hairdressers, etc. with a stable but low income.

The circle of micro-finance: Below a sunple diagram represents the circle of micro-
finance. The main objectives of MFI’s are without doubt the poverty alleviation and the
empowerment of the people. The activities and tools to achieve that is the provision of
micro-credit. However, those inputs only define the product microfinance. More

insurance, enhanced personal skiils and entrepreneudr development result in higher business

policy and strategy mcludmg tle service of the MFI \’VOI'kb well, the impact should

coincide with the objec ves namely reaching the aim of poverty alleviation. Besides the

positive effects for the. entelprlse the MFI can have further profits like taking subsequent

- loan by the entrepreneuror' good recommendations, etc.

Diagram 2: The links of objectwes, activities and lmpact 01 micro financing
institutions

MFI1 _—’ Objectives

|

: Provide credit - | Training
_Activities 5 " | Saving services
- 3 Provide other mputs 1 Nop-formal
| Education
- |Health service
© | Entferprise services
«— | Others
Income & Employment
Output

Poverty alleviation |4
empowerment

Impact
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5.5 The Impact of Microfinance in General

There is a significant difference between the increase of income and reduction of poverty.
Poverty is neither linear nor static. A not so poor person today can easily belong to the

group of very poor people tomorrow. The reverse case is also possible.

In the year 1997 Hulme and Mosley wrote:

“There is clear evidence that the impact of a loan on a borrower’s income is related to the

level of income....This finding should not u/zuxpecled g

n that these with higher income

have a greater range n:vusznzc,m uppouumtzc

.more information about market

conditions and can lake

more risk than the poorest households without threatening their

minimum needs for SUr

5.6  The Evolution of Micro Credlt in Bangladesh

After liberation of Bang__ debh n 1971 a hlgh number ot lcn’dless households without asset

had little or no access to formal credit for self- employmcnt For that reason there was a

demand of a st.ratemc shtft in the development policy of the country In March 1976 the

under the ndme “Aetlon—cum Research Project on Small Farmers and Landless Labourers™

what tumed later on mto the %mall Farmers Development PrOJect__,(,SFDP) ich was

supported by UNDP through F AO

Later on was “The Grameen Bank Project (GBP) taken upfor experimentation based on
the Zobra village experiences of Prof. Yunhus on a limited scale by involving the NCBs for
financing the landless poor by organizing them into groups for certain Income Generation
Activities. The operation started in 1979 in 2 thanas namely Chittagong and in Tangail
district. Through its success, the project was expanded to ten Swanirvar thanas under the
supervision of GBP office of the Bangladesh Bank. In 1983 Grameen Bank was

established under an ordinance passed in parliament.
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With the time, many large NGOs introduced similar loan programs all over the country.
Small NGO’s got supported by domestic and foreign doner agencisé to be capable offering
the package as well. With the growing success of micro-finance in Bangladesh many

foreign institutions have overtaken the approach in their programs.

The World Bank estimates that there is a potential market for micro-enterprise credit at a
state of 100 million clients worldwide. Out of all those markets around the globe the

microfinance sector in Bangladesh is maybe the most diverse sector. The four largest

MEFTI’s are Grameen Bah::lf-,' .BRAC?,'ASA and PROSHIKA.

3.7 The Transitiﬁ_il:éfrom Micro Credit to Micro Enterprise Financing

Income Generating Ac-gi:\?jities belong. to the informal sector being usually not self-
sustainable. The other se tor players like small and med_i:um_er}terprises but also the large-
scale industries are maifjily_:f)r_oﬁt;ox'ientated' aid conc_';'él_lt_f_ate_'c_)_n maximizing their profit and
expanding their business. :;I""l'ie _micro-enterprisé itself-belon“és not really to the informal but
also not to the formal séctor.-'lt is more or less-on the juihp' to the formal sector through
graduating from __,th'e:‘ff'.linf.ormal sector especially through'ge_t't_ing micro-credit in former

years. When tl eyf_gg:aél;'ed::tlle self-sustainable level and nc%eq:.rnorc money to expand their

Mainstream financial institutions (the commercial banks) are incapable of

micro enterprise at a cost only covered by the interest charge,
intent and ability of the borrower to repay. The classical methods employed by the
commercial banks are clearly t0o expensive o mnake loans of such small amounts and of

such short duration, commercially viable.

They can generate income and contribute to the GDP. They may also provide employment
to other people. Development and growth of Small and Medium Enterprises 1s vital for
national financial support because they have no access to institutional credit facilities, as

they cannot provide collateral security as demanded for such credit facility.
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5.8

Micro Enterprise Financing

=

Normally, no general definition is available for this type of enterprises. It varies from

country to country but also between the different financing institutions.

Definition

Whatever in the last years was said, from all difterent vicws crystallized some key points

of describing a micro enterprise—

1)
2)
3)
4)

5

6)
7)

8)

9)

10 or less employee often family mem bers _

Some capltal assetb often under USD. 1 000

Predominant actwmcs Retail, services,.processing and manufacturing; usually the

operational sectors alc traditional ones.

Where total bank 11' e%tment is lumtec. to Tk. 600 OOO

Location: Both rurzl} and urban

Characteristics:
+ Limited equity '&_:_s_o,m'e collateral

» Some techiliczil'skills

* Limited use of power

* No modern managemem

+ Weak marketin g, ‘which is usually 0r1cntud to the local markets

* Low value added

» Labor intensive

+ Obtains its products locally

+» No paper recording system
Over 75% of the micro enterprises are under individuai ownership. Of the others most
are under family ownership and very few are under partnerships or limited companies.
Local areas are the most important markets for the products of micro enterprise,

followed by neighbouring areas and urban markets.
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10) Does not follow labor laws iike minimum wage and good working conditions

(sometimes also employs children).

A problem for the micro-enterprise is that it belongs neither to the non-formal nor to the
formal sector. On the one side the commercial banks concentrating only on the medium
and large sized industry and on the other side the NGOs supporting only the poor and
hardcore poor. Between these two sectors the informal and the forinal there is still a gap in

financing even when the situation is improving in Bangladesh.

Micro-enterprise progml s__go to predlctab]e stages of growths from initial introduction, to

lyto sustainable operations. Those programs are designed to
provide credit and non-financial services to large segments of a market that is currently not

“served by the formal banking system.

5.9 Problems foxé;.:-M'-:i'ci‘o Enterprises |

Collateral is techmca]ly uot effective but psyclblogicai'y% ihipOrtaxlt Technically collateral

is for lower amount_ 1anges of micro-enterprise financing countemroducﬂve because if the

borrower is unabl or u

illing to repay his duties then the necessxty for the MFT arises to

,:practlc: y proved iliat open a lawsuit can r"lld n a long process over years

at the court ‘what SatlSﬁbS none of the two pames and. 15 accompamed by lot of costs.

More important of demanding collateral is the fact that it is very time consuming for the

entrepreneur to prepare all necessary documents and for the MEX to collect, control and

review them. When collateral is asked then it takes 2-3 additional months whereas without

the process can be done within some days.

In short, it should be mentioned that graduated enterprises also often have problems to

bring their produects, which are not produnced arymeore only for the daily purpose, to the
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markets especially when the enterprises are located on the countryside. Those people have
a further problem caused by missing infrastructure and the lack of transport facilities. We

can refer this to a geographical gap. That let think the bigger NGO’s and banks to open a

branch in such locations.

5.10 Development in Bangladesh

MIDAS financing limited started the Micro Enterprise Development Initiative (MIDI) in
July 1993 with the pioneer role in micro enterprise financing for a specific group of
entrepreneurs  who habnulhethncnl access toNGOs nor to banks. Some other
programs followed byf':t_:h_e_:_.;;:big NGO’s like BRAC and PROSHIKA. Recently the banks
establish more and 1noﬁéz_-5f0gra1ns to attract these target groups. The one reason is that the

. government of the Rep}_;_fq'fi:c of Bangladesh puts pressure on the banks and besides there is

a high competition on.t e banking sector for medium and large enterprises that is why

banks have to diversify _'::.I:‘.di_e:g_tend their product line.

Other NGOs like Resource Int.egration Centre-(RIC) or Shakti Foundation now established
micro enterprise ce_llé m order to be capable to give fm‘tllel‘__:s{ﬁ)port to their members. Also
new banks w1llentel ﬂ}.i_s'-iﬁnance sector. For instance Sovtheast Bank Limited has planed
to launch hbegm Qfluly 2003 a micro enterprise ﬂ;iér;’cing program. Through the

upcoming é:l"(pansion to:the countryside of the bank with n;c_i}_v:;subsidiaries, the focus of this

program will concentrate on the rural‘and the agro-pr
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MIDI is a special credit program of MFL. Under this program short-term and mediurm term

loans are provided for establishment / expansion of smali and micro enterprises on ¢asy

terms.

6.1 Mission

To generate sustainablé"éi_nploylnent opportunities by promoting the development of small

and micro enterprises. :

6.2 Objectives

Promote entreprencurship development.

Finance micro enterprise.

Develop entreprencurial skills and assist business growth.

vV V V V VYV VYV VY

Terms and conditions of the loan are:
e The loan size is Tk. 50,000 to Tk. 1,000,000.
e Total Project Cost is Tk. 10 million (maximum).
e Debt- Equity ratio is 80:20 (mnaximum).

e Service Charge is 16.78% per annum (simple) on the basis of reducing balance
method.

e Rebate for timely repayment of loan is 5% of service charge.
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Loan repayment pericd is ] 1o 4 years.

Project implementation period is 3 months (maximum).
Loan processing time is 15-30 days.

Mode of repayment: monthly instaliments.

PrOJect appraisal fee is 1% of the loan amount for new loans and 0.5% for repeat

loans.
Provision of loan for- Working capital and Fixed capital.

Loan application fee is Tk.100 (non refundable).

Security

Personal guarantee of the sponsor

Third Party gu ee from a person acceptable to MFL.

No collateral secu"rify 1s needed upto Tk. 750,000 s

6.4 Loan Processmg Costs
Apphcatlon fee | Tk. 100 (non reﬁmdable) |
tion Fee | 1¥ loan: 1%,
' | Repeat loan: 0.5%,
Additional loan: 1% of sanctioned loan.
: NIL g
Documenta on Fee NIL i

6.5 Eligibility for € udlt F aCIllthS
\ Age of the entrepreneur | 25-60 years
\ Educational background of loanee Ability to sign
| Experience of loanee N/A

Existence of business At least 2 year

No. of engaged employees N/A

Net annual income N/A

Type of clients | Individuals

Type of enterprise Existing enterprises

Provision of subsequent loan by *  Timely repayment of former loan

*  No outstanding loan
»  Upgrading skills of workers
| * Enhancing the welfare of the workers

| Other requirements of selection | List of clients
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6.6  Statistical Facts:

At the start of the program, the women rate of entrepreneurs under the umbrella of the

MIDI program was only at the rate of 3%. During the time the rate climbed up to 14% with

further increasing tendency.

Women rate of loanees | 14%

Recovery rate 95%

Legal status of enterprise:

Proprietorship .. EOREWIRION s A
| Partnership. Fan 06T

Operating places: '

Jrb 100%

Ef_j%ba"n |

-MIDI is a very popu‘ia_rﬁ: scheme of MFL. Most of the clients of MIDI are women

entrepreneurs who are the owners of different innovative enterprises.
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7.1 Business Performance

Table 3: Business performance of MIDSA Financing Limited

Particulars Unit Year
| T 12004 | 2005 | 2006 | 2007 | 2008
Loan/ Lease/ Investment | No. | 2106 | 2587 2345 2290
Portfolio | Milliow/Tk. | 466.38 | 627.72 | 1026.41 | 1272.62 | 2020.31

Amount Disbursed | Million/Tk. | 333.74 | 423.38 | 706.93 | 744.59 | 1272.43

Amount Recovered | Million/Tk, | 228.35 | 315.57 | 424.13 | 545.55 | 72987
Deposit Received :

| Million/Tk. | 12133 | 171.63..175.70 | 321.00 | 297.85

Figure 1: Business peléjﬁdfinance of MIDAS Finan_cia!.L.i'm_it_éed over last five years

Business Performance

2500.00 - Se— Cee e
_5 2000.00 T | 'O Loan/Lease/investment
= | Poitfolio '
S 1500.00 ; _
p M @ Amount Disbursed
= 1000.00 :
X ; q
ﬁ 500.00 . _l_h _ _l_‘ : {0 Amount Recowered
0.00 _h—‘ ; L o o Deposit Received
2004 2005 2006 2007 2008

Year

Explanation: The above diagram is showing the business performance of MIDAS
Financing Limited. We can see that the company’s business performance 1s good in all
areas. Its Loan/ Lease/ Investment portfolio is increasing at a rapid rate. Amount of
disbursement and recovery also shows increasing trend over the periods, which is a good
sign of managing their portfolio. Although collection of deposit was increasing from 2004
to 2007, it decreased in 2008
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Business Performance of MIDI Program

Table 4: Business performance of MIDI Program

Taka in Million
Year
Particulars
2004 2005 2006 2007 2008
Portfolio 111.52 127 .48 132.77 128.60 149.590
Disbursement 68.87 90.22 82.35 66.60 97.15
Recovery 59.22 72.20 75.08 94 .00 9298

Figure 2: Business peE

Business Performance of MIDI Program
160.00 +—
o 14000 —
S 120.00 +— B
E 100.00 e i F’9rtfolio
= 80.00 - ; i | @ Disbursement
[ 60.00 -'_ : | | O Recowery
S 4000 i b ,
20.00 A =
0.00 L=t . .
2004 2005 2006 2007 2008
Year

Explanation: The above ‘diagram i's.""shd'\#iihg”&-ﬂae bu';me
Program of MIDAS Financing Limited. Its investment p01“ff§1io Is Increasing over years,
although decreased in 2007. Although amount of disbursement is fluctuating over years, it

is highest in 2008. Amount o recovery is increasing over years under MIDI program.
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7.3  Project Analysis of MIDI Program

Table 5: Performance report of MIDI Program for year 2007 and 2008

i

Year Increase
SI Particulars (Decrease)
2007 2008 i %

1 | Application Form Sold (No.) 627 5061 -19.30%
2 | Application Form Received (No.) 420 446 6.19%
3 | Application Fees Received (Tk.) 63,000 50,600 1 -19.68%
4 | Project Developed {No. ) 304t 4161 36.84%
5 | Project Approved (No)" o 3951 3527%
6 | Appraisal Fees Rﬁ:celyed (Tk.) 435,900 7492751 71.89%
7 | Loan Sanctioned (Tk) 71,625,000 | 114,580,000 | 59.97%
8 | Fund Disbursed {Tk ) 66,500,000 | 97,150,000 | 46.09%
9 | Project Financed (No ) 266 | 349 | 31.20%
10 | Loan Recovery . i

a) Principal (Tk.) 76394109 | 74,071,301 | -3.04%

b) Service Charge (Tk.)'- 17,606,475 18910759 | 7.41%

Total (Tk.) [atb] 94,000,584 | 92,982,060 | -1.08%
11 | Total Income (Tk.) [3+6+10b] 18,105,375 | 19,710,634 | 8.87%
12 | Portfolio Amount 128,600,000 149 500,000 | 16.25%

number of application form sold in 2008, company recewed fewer application fees in

2008; and application fees received is decreased by 19. 68% In 2007, company developed

304 projects and approved 292 projects. In 2008, company developed 416 projects and

approved 395 projects. Amount of appraisal fees received, loan sanctioned, fund disbursed

increased. Company recovered 94 million taka in 2007 and 92.98 million taka in 2008.

Total income under MIDI Program is increased by 8.87% in 2008. Company’s investment

portfolio is increased by 16.25%.
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7.4  Sub-Sector Wise Distribution of MIDI Projects

'

Table 6: Sub-sector-wise Distribution of Approved projects under MIDI Program-

2008
N, Sub-Sector Projects | Projects
1 Food Processing 753 2.49%
2 Poultry 370 1.22%
3 Fishery 200 0.66%
4 Floriculture 28 0.09%
5 Domestic Textile/ Garments 9,429 3121%
6 Grocery/ Dept./Other Stores 5,957 19.72%
7 Handicrafts 2,477 8.20%
8 Engineering 1,111 3.68%
9 Electrical 871 2.88%
10 | Shoe and Leather Products 921 3.05%
11 | Plastic 455 1.51%
12 | Chemical 146 0.48%
“| Medical Services 1,479 4.90%
| Specialized Services 1,376 4.56%
Printing/ Publication/Books 1,112 3.68%
16 | Furniture 233 0.77%
17 | Dairy 30 0.10%
18 | Computer/Information Tech. 479 1.59%
19 | Miscellaneous 2,780 9.20%
Total 30,207 100.00%
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Figure 3: Sub-sector-wise Distribution of Approved projects under MIDI Program-
2008 7

| OO Food Processing

Sub Sector Wise Distribution of Approved Projects HPoultry
under MID! Program- 2008 U Fishery
O Floriculture
o% 9.20% 2.49% 1.22% DomesticTextile/ Garments
0.10% 1.58% ° . ° ‘ 0/—0.66%

I/ 0O Grocerys Dept./Otber Stores

0.77% /S _0.09% 3121% Handicrafts
3.68%\\ 4 O Engineening
4.56% . H Electrical
O Shoc and Leather Products
4.90%-/ O Plastic
0.48% B Chemical
[ Medical Services
1.51% o Specialized Services
3.05% ' C e e e & Printing/ Publication/Books
\ E2 Furpiture
8.20% -19.72% 5 Dairy

O Computer/Information Tech.
O Miscellaneous

portfolio. The reason behind this position 1s higher'_-_:erﬁand and good repayment

performance of this sector. After Garments sector, Grocery/Departmental/Other Stores
consist 19.72% of the total portfolio as most of the small entrepreneurs in Bangladesh are
engaged in retailing and wholesaling business. Floriculture sector posses the lowest
percentage (0.09%) of portfolio in the MIDI projects. The reason might be that MIDI’s
loan portfolio targets the urban sector but most of the agro-based industries are located at

rural areas.

Presented by: Shamsul Arefin Shuvo. 114 2004-3-10-041 36 Iy



MIDAS FINANCING LIMITED (MI)))

7.5 Recovery Performance of MID! Progran:

Figure 4: Recovery performance of M1D1 Program

Recovery Performance
Recovry Performance
Top-5
Bottom-5
102% -
100%
98%- 100.00%
96%
94% 80.00%
92%1 60.00%]
90%
88% - 40.00% 1
86% 20.00%{
84%
Pouttry Engineering Food FloricultureFurniture 0.00%_! v
Processing Plastic HandicraflsChemical T Publicalion
Sector Names fd Sector Names

Explanation: The overall recovery performance of MIDI is 95%. It is a well performed
Enies of MFL as well as in the

12 19 sectors, the recovery rate

which is
recovery

Engineering, Food Prof

MIDIL IT and publicatibﬂ"shows-bad:
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L
7.6 Investment
Table 7: Investment Practice of last two year
Taka in Million
Sli# Schemes 2007 2008 | % Increase (Decrease)
1 | SED 98.60 526.30 433.77%
2 | MIDI 72.68 97.15 33.67%
3 | Lease 301.89 | 214.96 -28.80%
4 1CCS 10.34 487 -52.90%
5 | Housing 105.90 91.08 -13.99%
6 |LLS | 84,85 ). 266,62 - 214 .23%
7 | Investment m:Securities. | 7033 | 7145 1.59%
: 744,59 | 1272.43 70.89%

During the year under rt, the Company' achieved remarkable progress in its operation

ear. In_vé’éh‘rient under SED, MIDI, LLS and Securities are

compared to the previot

increased. But Lease, C d Housing schemes decreased.

7.7 Scheme—wise___In_\{gSfm:éntPor’tfolio;

Figure 5: Scheme-w

Investment Portfolio for June 30,2008

Schenie-wise investirent Portfolio {June 30, 2008)
Investment Staff Welfare Loan ' o SME
LLS 7.02% \ 0.51%
SME .
12.24% N\ " 20.08% @ MIDI
\ i O Housing
CCs &
0.76% O Lease
@ CCS
. oLLS
Lease Housing a Investment

30.78% 12.46% O Staff Welfare Loan

The above graph shows percentage of investment portfolio on June 30, 2008. Company’s

mvestment portfolio is highest (30.78%) under Lcase Frogram and lowest (0.51%) under
Staff Welfare Loar:.
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8.1

Basis of Accounting

The Financial Statements have been prepared in accordance with the Companies Act 1994,
Bangladesh Accounting Standard (BAS), the Financial Institution Act 1993, Securities and
Exchange Commission Rules 1987 and all other relevant rules & laws applicable for the
Company. The accounﬁ_ﬁ_;ig: }:)dlicies'ha\./e. Becn conmbcently applied for preparation of the

Financial Statements.

82

Financial Per

Table 8: Financial pex%foj ‘mance:of MIDAS F:inanché_g Limifed of five years

) = T Year
Financial Performance 5004 | 2005 2006 _ 2007 2008
Income ] 66328414 ] 115,660,935 | 135139599 | 185,803,867 | 325,131,539
Expenditure | 445147181 70,630,763 | 100382228 | 98,516,478 | 213,017,530
Net Profit Before Tax 21,813,646 | 46,559,378 | 36039917 | 93,032,060 | 125,320,480
Net Profit After T 7] 21,813,646 | 42,459378 | 35357917 | 55,164,060 | 81,920,480
Fixed Assets & .~ 1 13,404,127 | 13,830,616 | 15474928 | 64,164,169 | 87.044417
Shareholders Equity 11131,426,913 | 291,467,491 1322.122:160 | 372,112,648 | 439,805,804
Book Value Per Share 12295 124.00 : 141.00
No. of Shareholders . bl T 2892
Faming Por Share (B0S) T~ 3047 "T8 08 TRE
Dividend (%) 10.00 12.00 17.50
8.3 Common Size Statement Analysis

Common Size Statements are used to standardize financial statement components by
expressing them as a percentage of relevant bases. For example, balance sheet components
can be shown as a percentage of total acsets, and revenues and expenses can be computed
as a percentage of total sales or revenues. Table 9 and Table 10 shows the actual balance
sheet and common size balance sheet of the company of last five years, and Table 11 and

Table 12 shows the actual income stateinents and common size income statements of the

Presented by: Shamsul Arefin Shuvo. 113 2004-3-10-041 39



AS FINANCING LIMITIED (M17 )

.

Zh

company of last five years. The scaling factors are total assets for the balance sheet and

operating revenue for the incomne statements.

Table 9: Five Years Balance Sheet of MIDAS Iinancing Limited

.Y

Comparative Balance Sheet

Amount in Taka

Particulars

2004 2005 2006 2007 2008
Current Assets:
Cash and Cash Equivalents 26,685,401 | 160,553,245 42,592,111 99,411,029 63,141,914
Marketable Securities 0| 41,881,091 60,240,372 70,337,799 | 141,796,624
Accounts Receivables 15,185,515 | 27,781,698 | 36,878,996 | 101,747,911 | 161,317,101
Advance, Deposit and Prepayment. 2,160,749 | 7,488,500 . 443 952 6,786,602 16,347,184
Stock of Stationery & Office Mat':ﬁd!s 25,011 136,289 | 52,157 89,532 54,673
Current Portion of Lease Assets .~ 5,880,674 13,184,360 15,005,132 218,645,073 204,379,024
Current Portion of Loan 2 0 0| 154323,111 | 123,497,155 | 278,499,367
Total Current A“ets 49937350 | 251,025,183 | 313,535,831 | 620,515,101 | 865,535,887
Application of Funds: A .
Fixed Assets 13,404,127 | 13,830,616} 15474928 64,164,169 87,044,417
Investments | 444132682 | 584,658,621 | 775:812,726 | 784,246,710 | 1,286,135,077
Total Fixed Assets-| 457,536,809 | 598489237 | 791,287,654 | 848,410,879 | 1,373,179,494
TotalAssets" 507,474,159 | 849,514,420 | 1, 104 8 3,485 | 1,468,925,980 | 2,238,715,381
Current Liabilities & Pr ovmons "
Call Loan 0 0| o 0 70,000,000 0
Accounts Payable 4958456 | 7,450,788 6,593,812 12,038,109 29,571,400
Currents Portion of Loan"s """ 0| 20788211 | 166,798,535 | 212,040,158 | 356,630,286
Advance, Dep051t and Prepayment 24,926,216 | 34,532,618 '-:4.1";715,833 42,564,852 32,268,684
Provision for Taxatxon : 0 4,100,000 ' 4 782 ,C00 40,309,234 83,709,234
Provision for Other Finance 3,934,798 10,486,294 | 53,342,524 | 103,232,319
Provision for Income Suspense ) o] : 0 - 28,584,540
Total Current Liabilities | "33 819, 47‘0"‘ """ 773571911 | 633,996,463
Long Term Loan & Term Deposit:
Loan Fund 180,897,776 | 309,059,018 | 333.933.757 | 329,766,756 | 546,058,840
Term Deposit 161,330,000 | 171,630,000 | 175,703,C00 | 321,005,500 | 618,854,274
Total Long Term Liabilities | 342,227,776 | 480,689,018 | 509,636,757 | 650,772,256 | 1,164,913,114
Total Liabilities | 376,047,246 | 558,046,929 | 782,701,325 | 1,096,813,332 | 1,798,909,577
Shareholders Equity:
Share Capital 106,892,000 | 235,162,400 | 258,678,500 | 284,546,500 | 313,001,100
Statutory Reserve 13,845713 | 22,337,589 29,409,172 40,441,984 56,826,080
Proposed Dividend 10,689,200 | 28,219,488 31,041,432 42,681,975 54,775,192
Retained Earnings 0| 5,748,014 2,992,956 4,442,189 15,203,432
Sharcholders Equity | 131,426,913 | 291,467,491 | 322,122,160 | 372,112,648 | 439,805,804
Total Liabilities & Equities | 507,474,159 | 849,514,420 | 1,104,823,485 | 1,468,925980 | 2,238,715,381
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-
Table 10: Common Size Balance Sheet of MIDAS Financing Limited
Comparative Balance Shect Commen Size (%)
Particulars 2004 2003 2006 2067 2008
Current Assels:
Cash and Cash Equivalents 526% | 18.90% | 3.86% | 6.77% | 2.82%
Marketable Securities 0% | 4.93% 545% | 4.79% | 6.33%
Accounts Receivables 2.99% { 3.27% | 3.34% | 693% | 721%
Advance, Deposit and Prepayment 043% | 0.88% | 040% | 046% | 0.73%
Stock of Stationery & Office Maternials 0.005% | 0.016% | 0.005% | 0.006% | 0.002%
Current Portion of Lease Assets 1.16% 1.55% 1.36% | 14.88% | 9.13%
Current Portion of Loani 0% 0% 13.97% | 8.41% | 12.44%

Total Current Assets | 9.84% | 29.55% | 28.38% | 42.24% | 38.66%

Application of Funds:
Fixed Assets 2.64% | 1.63% | 1.40% | 437% | 3.89%
Investments 87.52% | 68.82% | 70.22% | 53.39% | 57.45%

351"0!(11 Fixed Assets| 90.16% | 70.45%-| 71.62% | 57.76% | 61.34%
Total Assets | 100% |- 100% |© 100% | 100% | 100%

Current Liabilities & ions:

0% | 0% 0% | 477% 0%

Call Loan

Accounts Payable St 0.98% | 0.88% | 0.66% | 0.82% | 132%

Currents Portion of Loans T0% | 2.45%:515 10% | 14.44% | 15.93%

Advance, Deposit aﬁd'Pirepayment 491% | 4.06% | 3.78% | 2.90% 1.44%

Provision for Taxation ‘... 0% | 048% | 043% | 2.74% | 3.74%

Provision for Other Finance: 078% | 123% | 2.17% | 3.03% | 4.61%
for Income Suspense 0% | 0% 064% | 1.07% | 1.28%

To l_\'Current Liabilities | 6.66% 9.1_'1--"/3" ".'-24.72% 30.37% | 28.32%

Long Term Loan & Ter Deposit;

35.65%:

Loan Fund : : 36.38%
Term Deposit ' ' 31.79% | 202095 21.85%

Total Long Term Liabilities | 67.44% : 44.30% | 52.03%

Total Liabilities | 74.10% | 65.69%.|70.84% | 74.67% | 80.35%

Shareholders Equity: 1
Share Capital 21.06% | 27.68% | 23.41% | 19.27% | 13.98%
Statutory Reserve 273% | 2.63% | 266% | 2.75% | 2.54%
Proposed Dividend 2.11% | 332% | 281% | 291% | 245%
Retained Earnings 0% | 068% | 027% | 030% | 0.68%

Strareholders Equity | 25.90% | 34.31% | 29.16% | 25.33% | 19.65%

Total Liabilities & Equities 100% 100% 100% 100% 100%
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Interpretation:

e Cash position of the company increased in 2005; it indioates that the company’s
increase reserve of cash to meet its liabilities both current and future. But cash
position is lower in next years (2006-2008). The ccmpany’s cash position
fluctuates over the year.

e Accounts receivable of the company has constantly been wcreasing from year 2004
to 2008. It indicates in future there will be enough cash flow company is able to
generate. Accounts receivables are more (7. 21%) in 2008 than any other years, and
the company’s cabh posmon is. ;ood in the. ywu

e Company has thc__fowast iatio (6.609 o) of accouxuts payable in 2006 and highest
ratio (1.32%) in 2008.

¢ The company 1fi}1i1:itains considerable portion of current assets to meet up its current
liabilities. Though the cornpany current hablhtle:, 18 mcreasmg from 2004 to 2008,

from the common—51ze bal:m(:o sheet it is apparem to find that the portion of current

assets is h1gher'thzm the portion of ourrent habxlmes in considerable amount.
Therefore the company can assure its. short term werIt of repayment of debt with

the spec1fled Tnne per'od as its liquidity position is very good.

» Shortte n debts are higher (30.27%) in 2007 than other years and lower (6.66%) in

. Company s tota] hablht]es is lower (65 69%) and cqmty capital is higher (34 31%)

ound

e MIDAS Financing Limited has the highest ratio (34.31%) in year 2005 of equity to

total assets.
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Table 11: Five Years Income Statement of MIDAS Firancing Limited

Comparative Income Statcment

Amount in Taka

Particulars 2004 2005 2606 2007 2008

Income from Lease 36,868.884 | 62943207 | 67.461,925 | 96,715,424 | 92,660,569
Income from Term/Loan Finance 27,284,037 | 35135014 | 58,663,010 | 69,952,617 | 147,562,007
Other Operating Income 1,499,906 | 17,582,714 9,014,664 | 19,135826| 84,908,963
Operating Revenue (a) | 65,652,827 | 115,660,935 | 135,139,599 | 185,803,867 | 325,131,539
Administrative Expenses 17,075,838 | 25245020 | 27,920,070 | 29,164,967 | 38,147,353
Depreciation on Fixed Assets : 948 592 1099 O} 1,246,110 980,432 1,652,149
Provision for Classified Loan & Leases | 58293807 11432823 723299712 | 7,285,034 | 49889795
Operating Expenses (b) | 23,853,810 | 37,776,861 | 52,465,892 | 37,430,433 | 89,689,297
Net Operating Revek[;e (a b) | 41,799,017 | 77,884,074 | 82,673,707 | 148,373,434 | 235,442,242
(+) Non Operational Income 675,587 1,529,206 1,282,546 5,744 671 13,206,471
" Net Profit Before lntereyt& Taxes | 42,474,604 | 79,413,280 | 83,956,253 | 154,118,105 | 248,648,713
(-) Financial Expenses 20,660,958:| . 32,853,902 ._".47,916,336 61,086,045 | 123,328,233
Net Profit Before Tax | 21,813,646 | 46559378 | 36,039,917 | 93,032,060 | 125,320,480
(-) Provision for Income Tax 0| 4100000|  682000| 37.868,000| 43,400,000
Net Profit After Tax | 21,813,646 | 42,459,378 | 35,357,917 | 55,164,060 | 81,920,480

(+) Retained Eamings broubht forward |
from previous year e 282,457 o| 5748014 2992916 | 4442240
Net Profit Available F ?” Ai’Pf%"Pfi?”"O” 22,096,103 | 42,459,378 | 41,105,931 | 58,156,976 | 86,362,720
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Table 12: Common Size Income Statement of MIDAS Financing Limited
=3
Comparative Income Statement Common Size (%)
Puarticulurs 2004 | 2005 | 2006 | 2007 | 2008
i
Income from Lease 56% 54% 50% 52% 28%
Income from Term/Loan Finance 42% | 30% | 43% | 38% | 45%
Other Operating Income 2% 15% 7% 10% | 26%
Operating Revenne (@) | 1T00% | 100% ! 100% | 1860% | 100%
{
Administrative Expenses |26 | 20% | 21% | 6% | 12%
Depreciation on Fixed Assets s __!___ 1%} 2001% 1% 1% | %
. o _ ! P F
Provision for Classified Loan & Leases | 9% | 10% | 17% 4% | 15%
Operatinic Fxpenses (D) 1 36% | 33% | 39% | 20% | 28%
- 5 - ' |
Net Operating Revenne {(@-h) l 6% | 67% | 61% | 80% | T2%
(+) Non Operational Income l 1% 1% 1% 3% 4%
Net Profit Before Interest & Taxes l 63% 69% | 62% | 83% 76%
(-) Financial Expenses l 31% | 28% | 35% | 33%, 38%
B oy, e e g LR -
Net Profit Before Tax | 33% | 40% | 27% | 50% | 39%
(-) Provision for Income Tax l 0% 4% 1% | 20% 13%
: ) ‘

Net Profit After Tax | 33% | 37% | 26% | 30% | 25%

(+) Retained Eamings brought forward from

revi ear A 5 .

previous yea 0% | 0% | 4% 2%| 1%
Net Profit Available For Appropriution Jl 34%, L 37%, ! 30%, 31% 27%,
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Interpretation:
o The operating expenscs arc declining. The operating expense‘s are highest (39%) i
20006 and lowest (20%) i1 2007, The company i1s maintaning its variable expenses.
¢ Company’s EBIT portion has been higher than the portion before charging
financial expenses. This is because firm is incuriing huge amount of
financial/mterest expense. So firm has to control its fixed financial expense to

increase its profitability. In 2008, the company has more financial obligations than
2005,

¢ In 2007, the company has more EBIT (83%) than other years, and net profit before
tax is also higher (50%). In 2000, the company has less EBLT (6296) than other
years, and net profit belore tax is also lower (27%).

o The trend of earning net income 1s decreasing in years.

8.4 Ratio Analysis of MIDAS Financing Limited
y : LS
8.4.1 Current Ratio

. Current Assets
Current Ratio = L

Current Liabilitics

2004 2005 2000 2007 2008
1.48 3.24 L1S 1.39 1.37

Interpretation: Current ratio measures firim’s ability to pay current liabilities from ¢current
assets. The higher current ratio 1s good. Among the five years, in 2005 the current ratio is
highest (3.24 times); it indicates better liquidity position to ineet up current obligations.

Here company’s current ratio 1s showing a somewhat (luctuating trend over the years.
Y 24 g Y

8.4.2 Quick Ratio

Cash + Marketable Securities + Accounts Receivable
Curret Libtlities

Quick Ratio =

Presented by: Shamsul Arcfin Siiuvo. 110 2004-3-10-0+4! 45



MIDAS FINANCING LIMITIED 311 - 144
2004 | 2005 2006 | 2007 2008
1.24 2.98 051 | 0.6l 0.58

Interpretation: Quick ratio measures company’s ability to pay current liabilities from
quick assets (QA). Quick ratio is a more conscrvative measure of liquidity. The quick ratio

of the company is better in 2005 (2.98 times) than that of other years.

8.4.3 Cash Ratio

Cash + Maiketable Sccurities

Cash Ratio = T
Current Liabihitics
2004 | 2005 | 2005 20067 2008
0.79 262 | 038 038 | 03

Interpretation: Among the five vears the cash ratio is higher in 2005 which is 2.62 times.
In 2005 the company has the higher ability to meet the current obligations. The cash ratio

1s the most conservative measurc of cash resources.

8.4.4 Debt to Total Capital Ratio

“Total Debt (Current+ Long - term)

Debt to Total Capital = ——————— —
otal Capital (Debt + Equity)

2004 | 2005 } 2006 l 2007 2008

074 | o066 | om | 075 0.80

Interpretation: It measures the lender’s contribution part into the assets. The percentage
of 2005 1s smaller than other ycars. Creditors prefer low debt ratio, because the lower the

ratio- the greater the cusliion against creditor’s losses n the event of liquidation.

8.4.5 Debt-Equity Ratio
Total Debt

Debt to Equity = ————
quity Toatal Equity
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2004 | 2005 2006 | 2007 | 2008
2.60 1.64 | 58 1.75 2.65

Interpretation: It measures (he proportion of lender’s contribution and owner’s
contribution to the business. Among the five years, in 2006 the company has the lower
ratio which is 1.58 times. The lower the ratio is betler, becausc shareholder bear for every

Tk 1, lower amnount of Lability, less obligation, less risky.

8.4.6 Time Interest Farned

Earning Before Interestand Taxes (EBIT)

Time Interest Earned = — — :
‘Interest Expense/ Financial Expenses
2004 | 2005 2006 2007 2008
1.06 1.42 0.75 1.52 ].02

Interpretation: It incasures the firm’s ability to pay its inteiest expense from it carning.
The ratios are fluctuating in years. The higher the ratio means higher the ability of the

company to pay interest expense.

8.4.7 Return on Assets (ROA)

let Inc X RS A R RS
Return on Assets(ROA,’):-i-\g-l--?p-ﬂ-}g : L
"~ Total Assets
2004 2005 20006 2007 2008
4.35 5.00 3.72 3.96 3.86

Interpretation: The ratios are higher in 2005 than other years. The ligher ratio is good. It
indicates higher efficiency of the company 1 terms of asset. It also indicates higher retum

available to all capital providers.
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8.4.8 Return on Equity (ROE)

. st Ine 5
Return on Equity (ROE) = ———— Netlncome —
Average Stockholder's Equity

2004 | 2005 2006 2067 2008
1659 | 1612 | 1200 25 28

Interpretation: [t measures the percentage of caring that a company can earn on its
equity. The ratios are higher in 2008 and lower in 2006, The higher ratio indicates the

higher return available to the equity holders only.

8.4.9 Book Valuc per Share

Bis Stoc er's Equit
Book Value per Share = L an b‘tOdd‘?_l,d(l ,.5,,59,“,“,}/,_
Number of Shares Outstanding

2004 | 2005 | 2006 | 2007 | 2008
122.95 124.00 12500 | 131.00__!_ 141.00

Interpretation: Book valuc per share represents ‘he equity a common stockholder has in
the net assets of the corporation {rom owning one share of stock. Book value per share is
showing ahjncreasing trend over the pertods. Book valug per share of stock is the amount
each share would receive if the company were liquidated on the-basis-of amounts-reported
on the balance shect. L oG L R A R A o R A o SRR

8.4.10 Earning per Sharc (EPS)

Earning per Share = —— Net Income

Number of Shares Outstanding

2004 2005 2000 2007 2008
2041 18.06 13.07 19.39 26.17

Interpretation: Eaming per share indicates the income earned by each share of

outstanding common stock. Company’s EPS is mcreasing from 20006.
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8.4.11 Dividend per Share (DPS)

Dividend paid to Common Stockholders

Dividend per Share = - ,
Nunber of Shares Outstanding

2004

2005

2006

2007

2008

10

12

12

15 17.50

Interpretation: Dividend per share is the amount of dividend paid to common
stockholders based on number of outstanding shares. Dividend per share, which is the
amount of cash distributed during the period on behalf’ of each outstanding share of

common stock paid in 2008 was Tk.17.50.

Price Earning Ratio = Market Price per Share

Earning per Share

2004

2005

2006

2007

2008

13.52

17.95

15.50

16.16 . 20.69

Interpretation: Tle price-earnings ratio i1s an oft-quoted measure of the ratio of the
market price of each share of common stock to the earnings per share. The level of the
price-eamnings ratio indicates the degree of confidence that investors have in the firm’s

future performance. The higher the ratio, the greater is investor confidence.

8.4.13 Financial Expenses Coverage {Times)

2004 2005 20606 2007 2008
1.66 2.29 174 | 252 2.02

Interpretation: Company has higher ratio of tinancial expenses coverage (2.52 times) in

2007 and lower (1.66 times) in 2004,
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8.4.14 Net Asset Value per Share (NAV) (Tk)

Net Asset Value i
Number of Shares outstanding

Net Asset Value per Share =

2004 2005 2006 2007 2008
122 124 125 131 141

Interpretation: Net asset value per share is increasing through years. It is a good sign for

the company.

8.4.15 Year End Mar_R_ Price (Tk) per Share

- Market Price pe}' Share
Number of Shares outstanding

Market Price per Share:

2004 | 2006 ¢ 2007 | 2008
276.00 | 32425 | 21200 | 31350 | 54150

Interpretation: _Marketezvalue per share is calculated by divig_i_'ing company’s market value

by number of. -éliaies"'qﬁ%fandhlg. In 2008 company’s market price was taka 541.50 per
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I DEBEE @@
It is evitable for a company to analyze the strength & weakness of its products and its
position on the market. Furthermore it is also important to analyze the company’s structure

itself. Here I tried to list these points demonstrating strengths, weaknesses, opportunities
and threats of MIDI and MFL at the current time.

9.1 Strength

e Bigloan range 1s an asset.

e Most of the cll

_1> of MFL are repeat borrowers which is an indication of

e Maximum amount of first loan is attr active fol Dew entrepreneurs coming from

other financial 1nst1tut10ns

e High rebate on.m”t_erest that ensures and enforces the loanees to show a good

repayment performance and is also an asset of promotion.

MEFL is self sufﬁment and not dependent on any. 'other organization. reliant
MFIs are better able to maintain theirs identity, autonomy and mission.
e Excellent interpersonal relationships of MFL s gtaffs

e Excellent training for low fee for the clients.

9.2 Weakness

e Low and old technical facilities.

o Low number of staff what makes it difficult to expand new markets and supervises

an increasing number of clients.
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e Growth rate of financial project is very low in MIDI.
e MIDAS is even not known or well known by every bank (or their officers).
¢ Rate of women entrepreneurs is not satistactory.

e The MIDI program has no special futures. Most of the banks have various credit
programs with sector or area concentrated futures and priorities for their target

groups.

9.3 Opportunity

e SME sector Is. a ﬂounshmg, sector i our country The size of SME sector is

instance, EEF 15-_1_)_emg provided to agro based and IT sectors. MFL also enjoys the
benefit of reﬁnzih.eing for providing loan to the..I\'/I.SME"sector

e Default culture' s lower in MSME than that of corporate and industrial loan

although most of the micro enterprise 11113110L..g 1S colldteral free.

e MFL is managmg collateral free loan portfoho very effectively which would

ulnmately attx act the new clients to be a prospectwe loa.nee of MFL.

9.4

which evokes massive" competmon in thls sectm
e Local co-operative institutes are also very much active i_n this sector.

e (Central bank 1s not aware of informal loan informa'tioﬁ:. For this reason, the current
status of borrowers can not be properly assessed.

¢ As bank, non bank and other co-operative institutions are competing among others
through extending the disbursement of loan, it wound increase default culture.

e Complexity in legal procedure creates difficulties in solving the dispute as the loan

is completely collateral free.
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10.1 Major Findings

Here, I have summarized the findings of this report in pointing out what can or has to be by

the MIDI program of MIDAS Financing Limited.

e MFLisa publiq:.._;lili'gjted.company..

e MFL hasa reméfka le reputation in the market.

e MFL has a wide diétribution channel all over the country.

e Environment is. ustomel fuendlv

e MEFL does not gofor aggr essive in sales and mall\etmg strategy

e MEFL do not havc separ’tte salcs forces to qpploach the potentlal customers.

e MFL does not have a marketing plan in a broad uo]:“:,\.;t

e Most of its customels are referred by the current customer

e Brochure of M’I program is out dated.

There 1s no sepalate mar kutmgj depanment
e Management is efficient, experienced and highiy quahfled
¢ Business growth is high. -

e Advertisement and media communication are hardly seen.
e Brand name of MIDAS provides some extra value to MFL.
e Cost of fund is high in NBFI in compare with bank.
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11.1 Recommendations

I would like to recommend the following points-

The program

o Cost & time can ‘be saved thrcug,h usmb advamed management information

system.
e No necessity to:go down with the minimuin ceiling.
e Incentive system: for Extension officers: providing:__i-l:)_onuses for maintaining high

:new client growth. Give "loans{é 'feéling that you care about him

personally, not only as client.

¢ Improve the selectlon process. This is tbe most xsexmal point in having clients

with excellem lepayment performance in the future

developed gxadually ~-(mostly those. entlepreneurs take iicro-ered

risky to expand rural areas at a time.

e Of course the concentration should lie on the blggest growing areas and the
potential enterprise development. It should not be forgotten at which areas the
competitors are located.

e Attract the clients to make voluntary savings. That gives them the possibility to
have investment capital at the end of the repayment phase.

o DPrepare a questionnawre for the loanees for beneficliaries to evaluate the whole
MID1 loan process at the end of the repayment phase. Usable may be given which

enables MFL to understand easier the problems and obstacles for the entrepreneurs,
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Besides during meetings with the clients also it can be talked about program related
problems or improvements. Extend the target group to other sectors; also new
programs can be initiated through which new target groups can be reached. The
MIDI program can also be divided into sub-prograus.

¢ New programs can be started depending on the location.

¢ Diversification of the product should be a must as well as the expansion to other
places because as we have seen the micro-enterprise sector attracts more interest by
government, World Bank, foreign institutions, banks and NGOs, Commercial

banks have the advantage of a wide branch.

'ctwork and that the credit scheme is

one of many.

o More detailed _a11a1y51s should be done by the MIS (Management Informaticn
System) in org _to study more detailed the developments, strengths and
weaknesses of . : ¢ lending pelformance For examplef' percentage of borrowers

concerned to the _mount of loan percentage 01 the location of the borrower

enterprises, percentage of the sick prOJects or oveldm, products related to the loan

range.

¢ Organize aw

ss through workshops o

Promoting. ) rgamzmg events

. Orgamzmg mterestmg or unusual activities— faLrs pubhc information desk by big

public events.

o Intensify the pr:dinotibii':" for women 'th‘ro:u'gh'
WEB)

¢ Intensify the cooperation with newspapers, radio, telcv151on etc.

° Strong personal contact with the client and good experiences of the borrower with
the MIDI program will lead the clients to recommend the program.

e When a client is a new borrower of MIDI then s/he should be asked how s/he got
informed about MFL. (Can I really broach the target group with my

advertisements? Which promotion techniques are imcre effective?).
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12.1 Conclusion

Before seventies Bangladesh was suffering from the curse of poverty. People were not

conscious for the educatlo and health After the llberat1o

ar, when the micro credit was

introduced by some NGO hen the poverty Ievel was reduced successfully. Micro credit is
increasingly promoted '_ only as a positive rural development intervention, but in some
instances as a rural deyvelopment panacea. The rise of new-liberalism has facilitated a

distorted perspective ofhe prospects and possibilities of micro finance as a rural

development mterventi - The promotion of micro ent'elprise financing as a rural

development mterventlon 1as: tted in neatly with new development ideology. It develops

new markets and promotes a culture of entrepl eneutr Shlp The prov151on of micro credit is

enterprise are ne essary o ditions for the success of micro enterprtse
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Articles:

e Some brochures of MIDAS Financing Limited.
o Khandker, Shahi 998); ‘-‘Figl |

ith Microcredit: Experience in

Bangladesh™; P hed for the World B

e The Microfinan

ank by Oxford University Press.
evolution ~ Marguerite S. Robinson
¢ An Examinatio the Micro credit Movement. By Jason Meade, MA in IPE. 15

January 2001

Web site:

e www.m idasﬁnanczng. C(_)'m

L Fmanmal Statemcnt:Analyms Third Edition. By GéraldI White

L CFA, thwmpaul
C. Sondhi, Ph.ID,

and Doy Fried. Ph.D, 1SB)
e Small & Medium Scale Enterprises in Industrialiizfli);eveiopment. By Sadre] Reza;
and M. U. Ahmed & Wahiduddin Mahmud. L

e Micro credit and Micro entrepreneurship. Coliateral Free Loan at Work in _

Bangladesh. By Wali 1. Mondal.
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ADB = Asian Development Bank
BASC = Business Advisory Services Center
BRAC = Bangladesh Rural Advancement Commnittee
CCS = Consumers Credit Scheme
CDBL = Central Depository Bangladesh Limited.
CSE = Chittagong Stock Exchange
DSE = Dhaka'Stocl\ }:Ychangc i
EEF = Entrcprﬂneurshlp & Equity Fund
FAO = l*;oo“ and Agriculture Organization
~GBP = Grarm,en Bank Project
GTZ = G__e_:__:_man Technical Co-operation
ICB = I estrient Lorporatlon of Bang,ladesh :
IFAD = Intématlonal Fund for Agr Icultl ral’ Develooment
LLS = .Loan against Lien of Securltles
MFI = '.chro Financing Institutions _ :
MIDAS M1Cro Industries Development Assmtanca and Services

MIDI M" 0 Enterprlse Developmem Imtntlw

MFL = ' :
-~ MSME = M"léxo Small & Medmm F_n'""[p'rlsea

NBFI = Non BanK Financial Instl.tut;.o.n “

NGO = Non Government Organization

SEC = Security and Exchange Commissionﬁz:: o

SED = Small Enterprise Development

SFDP = Small Farmers Development Project

SME = Small and Medium Enterprises

UNDP = United Nations Development Program

USAID = United States Agency for International Development.

WED = Women Enterprise Development
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Need Assessment of the MIDE Proiect

This questionnaire was made for the purpose of anclyzing marketing situation of MIDI

Program on MIDAS Finance Linited.

Objectives of the questionnaire: Need assessment of the projects under MIDI Program of

MIDAS Financing Limited (MI-L).

1. How many projects were developed and how many projects were approved from
IRC meeting of MIDAS Financing Limited?

2. How much amount of loan was sanctioned and disbursed to entreprencurs?

3. How many application forms were sold?

4. Out of number of application forms soid, how many applications forin were
received from entreprencurs for their project development?

5. How much amount was received as application fees and appraisal fees from
entrepreneurs?

6. Out of approved projects, how many projects were financed?

7. How much amount was recovered from projects? How miuch servicé charge was
recovered? -

8. What was total inconc from MIiDI Program of MiDAS Financing Limited?

9. What was total portfolio from MIDI Program of MiDAS Financing Limited?

10. How many projects were approved m different sectors under MIDI Program? What

was the percentage of number of approved projects in these sectors?

Thank you for your co-operation
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EBEEESF TESF RIS EEEBREI
1.0 PREAMBLE
MIDAS, in keeping with 1ts objective to promote and develop micro enterprises,
launched its MIDI (Micro Enterprise Development Initiative) Program in August,
1993. Under this Program; MIDAS extends financial assistance in the form of
short-term loans ranging from Tk.50,000/- to Tk. 1,000,000/- for the establishment
and/or expanslon ~of economically ylable_ mw,ro enterprises. This Policy
encapsulates guldelmcs to be followed in matters relating to loan sanction,
disbursement, m__or_utormg and recovery of loans urder the MIDI program.
- 2.0. DEFINITION
The title of the Po cy is the MIDI Lcndmg Pohcy 199’/
3.0. OBJECTIVFS
1. accurate project appralsal
11. effective momtorm;,, _and .
m (lmely recovcry ofloan
40 PROJECT SELECTION i
4.1 Any proposal for a MIDI loan will first be discussed with the sponsor. If the

proposal 1s found admissible prima facie by the Interviewing Officer, the sponsor
will the advised to apply for a loan in the prescribed form. Applications received
will be screened by a pre-appraisal selection committee comprising the Director
Commercial or a senior officer nominated by him, the officer in charge of the MIDI
unit and the Interviewing Officer. The selected applications will then be assigned to

Project Development Officers for further investigation and detailed appraisal.
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42. Normally application from enterprises, both manufacturing and service-oriented,
meeting the following criteria will be accepted for conside?étion:
1. The total project cost does not exceed Tk. 2.0 million,

The enterprise has a valid trade license,

The enterprise is located in Bangladesh,

It has prospects of positive cash flow,

It has prospects of being financially viable,

1t 1s free from any long term loan liability,

There is demand for its pLOdnct(s)/xelwce\s)

The lccatlon o*‘ the entuprlse IS g,ood

R I NI

It has necessary permission of the concerned government department if the

product has' ny bearing on public: health

~ 4.3. Innovative enterpuaes and enterprises owned by wemen entrepreneurs or providing

employment to éw(:smen will be given special consm_er:at_lon.

5.0. ENTREPRENEUR IDENTIFICATION AVD QELFL ION

5.1 Generally, apphcant fulflllmg, the following condmo“xs will be selected for sanction
of MIDI loans

e apphcam Isa Bangladeshi cifizen,

‘He should be mmlmum literate.

He is in the age bmcl\ct of 21-70; &
He has enlleplcm.urldl competence potentlal and‘ mtcgnty,
The enterprise is the applicant’s main pursmt,. i

The applicant is fully involved in the enterprise,

The applicant has no other institutional loan liability,

The applicant has necessary experience, skill, specialized projects,

© e =N v kv

The applicant is not engaged in any anti-social and/or anti-state activity,

10.  The applicant has reputation of good conduct in monetary transactions,
11.  The applicant is not a guarantor of another loan,
12.

The applicant has not been declared bankrupt/insolvent/insane by any

competent authority of the country,
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5.2.

6.0.

6.1.
6.2.

6.3.

7.0.

7.1.

7.2.

7.3.

7.4.

Designers, craftsmen, skilled technicians, etc. will be preferred and women

entrepreneurs will be given special consideration.

LOAN CONDITIONS

An enterprise to be considered for a loan will be a legal entity and have the status of
individual proprietorship, partnership or private limited company.

The amount of Loan will not be less than Tk. 50,000/- and more than Tk.
1,000,000/-.

Loans will be sanctioned for meetmg, the flxpd capval requirement, or working

capital requlrem{._*,nt.ql both.

INTEREST RA’ E/SERVICE CHARGE

The borrower shall.pay service ch"xrgu on the loan al 16.78% (simple) per annum

prov1ded that the rdte of service charge. may. be rewsed by the MIDAS Beard of

borrower. lhlS 1ate IS subjcct to revision at the dlocre.lon of the M]DA
Directors. T ”

For each installment paid in time a 10% rebate on the séwice charge portion will be
allowed. The rebate will be paid to the borrower on the liquidation of the loan. This

may be withdrawn or revised by the MIDAS Board of Directors.
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8.0. LOAN REPAYMENT

8.1. The loan together with the service charge shall be repaid by the borrower in monthly
or bimonthly installments over a total period not exceeding 3 (three) years inclusive
of the implementation period and the grace period.

8.2. A maximum period of 3 months will be allcwed for implementing the project.

8.3.  The grace period will be 2 months (max).

9.0. LOAN SECURITY

9.1. To secure loans::':il_of exceeding Tk. 20'0,. 000/~ in the case of new loans and Tk.
300,000/- m thé' case or repeat loans, the following shall be obtained from the
borrower: - |
1. Personal Guatantee of the sponsor(s)

2. Demand P1011115501y Note for timely repayment of the loan and the service
charge thereon

3. Third partyméu“en antee; e :

4. Notarlzed Power of Attorney prov1dm g control over the enterprise to MIDAS;

5. Executlve of a deed with MIDAS to the effect that all project assets

6.

9.2. To secure loans exceedmg, 11\ 200 OOO/e m th ]

in the case of repeat loans collateral securltj shall be obtained in lieu of Third
Party Guarantee in addition to the other 1nstru_-n_eg§ts mentioned at Para 9.1.

9.3. The MIDAS loan including the accrued service che{r;g.é should be fully covered by
the value of the collateral security provided. The value of the tangible assets for
security purposes will be determined at the following rates:

Land : 100%
Building : 73%

94. In case of Limited Companies floating charge over all assets (movable and
immovable) will be registered with the Registrar of Joint Stock Companies.
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10.0 THIRD PARTY GUARANTER

10.1. Third Party Guarantee will be accepted only from persons meetings the following
criteria:
1. He/she is a Bangladeshi citizen;
2. He/she is in the age-bracket of 30-65,
3. He/she is not engaged in any anti-social and/or anti-state activity and does
not have a previous record of any such act(s),
He/she 1s easily approachable,
He/she has.'i_:.x:;:)_}icit-.-mcaus to liquidate the MADAS loan,
He/she holds a1

respectable position in the socisty,

N o v e

He/she has a recognized source of income.

11.0. LOAN APPLICATION AND APPRAISAL FEE

11.1. A price of Tk. 100/- per application form and gppg‘glsz_d fee equal to 1% of the loan
amount in the case of new and repeat loans and 2% In the case of short-term
additional loans will be charged. The price and fees will be non-refundable.

12.0. ADDITIONAL SHORT TERM LOAN

12.1. To {m__‘_et'mcldental or seasonal requirement an addxtlonal loan not exceeding @50%

of the current loan amount and not. less that Tk _25,000/- may.be sanctioned.in favor

of a project for a short ferm. provided. that;.

1. The repayment of the previous loan is on schedﬁlef :

The disbursed loan has been invested in the project; and

W

The sum of the amount of the current loan outstanding and the additional loan

does not exceed the mitial loan amount.

12.2. Additional loans will be fully recovered including accrued service charge within 5
months from the date of disburseinent.

12.3. The following shall be executed/obtained to secure the additional loan:

1. Supplementary Loan Agreement;
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13.0.

13.1.

13.2.

14.0.

14.1.

15.0.

15.1.

15.2.

16.0.

16.1.

2. Personal Guarantee of the sponsor(s);
3. Third Party Guarantee from the existing guarantor;

4. Advance cheques covering the entire additional loan amount.

REPEAT LOAN

Repeat loans not exceeding twice the amount of the previous loan may be
sanctioned in favor of the project provided:

1. The previous loan has been liquidated;

2. Atleast 12 monthly or 6 blmonthly u;\stallments were paid as per schedule;

3. The utlllzatlon;--p_’[ the previous loan has been found satisfactory on verification.

A repeat Joan will "‘e considered a separate loan and all the terms and conditions

MDI loan shall apply 1n the case of répeat loan.

SANCTION OF um

Detailed appralsaJ reports on the loan proposals sha be placed before the IRC and
the IRC shall take the final decision thereon.

seven days to dcc.pl the terms dnd oondmons 0 the loan

through a sanction letter.

The documentation of the loan shall be complete;_.l-_:::yv_i'fhin one month from date of

communication of the sanction.

LOAN DISBURSEMENT

Loans will be disbursed through a bank account in the name of the enterprise, after

completion of the all documentation formalities, subjects to availability of fund.
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16.2.

16.3.

17.0.

17.1.

18.0.

18.1.

19.0.

20.0

20.1.

4
4

The sanctioned loan amount may be disbursed in installments according to the

approved financing plan presented with the feasibility study of the project. If the
first installment of the loan amount is required for fixed investment, the concerned
project officer will exercise utmost prudence 1o ensure that the amount disbursed is
properly utilized. The instaliment for working capital will normally be disbursed
after the fixed capital investment has been completed.

No second or subsequent disbursement will be made to the project unless an
inspection has bee carried out by the Monitoring/Project Officer of the project and a
report has been submmed The msomﬂon wﬂl veufy the following:

1. Whether the pxwlously G[SburbC amount has been propelly utilized,

2. Whether an a_c__countmg systemn has been adopted,

3. Whether a full account of the amount disbursed and spent is available.

ADJUSTMENT OF OVERDUE LOANS

Any payment received after the date on which it is dxié will be first adjusted against

the service charge due.

ADVANCE PA¥MENT

Any ayznent reuewed from the borrower (at le(.st 15 days) in advance will be

adjusted against me prmc1pa] amount,

MONITORING AND RECOVERY

Installment shall start falling due after one month (in case of monthly repayment)
from the date of completion of the implementation of the project. After

implementation the project shall be monitorea by the assigned project officer for

smooth operation and timely recovery.

RECOVERY OF OVERDUE

¢ Upto 60 days
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21.0.

21.1.
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If an installment is not paid in timne, the Project Officer will try to recover the
amount by using all possible means including project, visit, discussion, persuasion,
contacting and persuading the guarantor to ensure repayment, etc. If the position
does not improve in two months it shall be reported to the controlling officer.

¢ Beyond 90 Days

In the case of default beyond 90 days the over dues will be reviewed, the project
will be classified and appropriate action will be taken according to the nature of the

project. The following 5u1delmes will be followed in classifying loans and initiating

action against the "efaulter

2. If the prOJect;;:»has riot beun pr opexly 11nplemented owing to fund constraint and
the project b1ds fair to be viable and the spon%or appears to be dependable,

sanction ot thc addltlonal loan may be considered.

the MIDAS 1__ an‘_or 1f the Sponsor absconds and is out.of contact.or if.in .sp1te of

making profit: from ‘the prOJLCl thc sponsor wxllfully _____ defauhs loan -

notice will be served and further necessary achon w1h be taker.

RESCHEDULING OF LOANS

In the case of default for reason(s) beyond the control of the borrower, the
repayment of loan may be rescheduled on request. The first reschedule will be
authorized by the Director, Commercial on the recommendation of the Project
Officer. The second and subsequent rescheduling proposals will be evaluated by the
Internal Review Committee (IRC) land on the recommendation of the (IRC) will be
approved by the Managing Director.
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escheduling may be done in the following two ways:
By extending the amortization period of the loan;

By rescheduling the installment amount within the sanctioned loan period.

LOAN CALL BACK

If a loanee-

1) fails to abide by the terms and conditions of the loan agreement

i)  diverts fund from the project,

1ii) defaults in p __'___:_iijent_.of three conseoutive installments or
iv) falls in the category staried in clause 20.1(3),
the entire outsta:h_.'d_ihig loan along with accrued service charge shall be recalled by

giving a time l1rmtOn the expiration of this time legal action shall be initiated.

LIQUIDATED XMAGE

On the loan call-back, in-addition to the outstanding loan and the service charge

accrued, liquid_z_i_:tj_e:_ci;.:d;unége @20% of the outstanding ';ignount shall be claimed.

CONCLUSION

Notwithstanding anything contained hereln, this poi_l__j.cj{.fié__upersedes previous policies,
orders, guidelines, etc. relating to lending under the MIDI program. However, it will
not mvalidate any action taken or agreements made in respect, of the existing loan.
This pelicy is subject to amendment, modification, and/or withdrawal to any time at

the discretion of the MIDAS Board of Directors.
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