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Mr. Mahmud Zubayer 

Internship Supervisor 

Dear Sir 

Submission of ill ternship 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. I have tried my level best to make it authentic and worth 

reading. While writing this report I have gone through Internet, different brochures, annual 

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 haw 

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 repOlt or any clarification 

//~eeded. I am looking forward to get yom comments and suggestions on this report. 

Thanking you 

Sincerely yours 

shams~ 
ID # 2004-3-10-041 
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To Whom It May 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 Areiin Shuvo, ID#2004-3-10-041, BBA 

Department, East West University, is acknowledged and accepted. 

~ 
/ Mahmud Zubayer 

Internship Supervisor 

East West University, Dhaka. 

~ .. ~~ . . 

~ 

/ 

, 
I 
I 

I r--

I 
- ~, 

C 
I
, 

-; ,. 
I 
i 



This Internship has been a very good experience for me in the way that it has given me the 

opportunity to understand the real world outside the class room. The present report could 

never been completed without the help of some cooperative persons and accommodating 

authorities. I have received help from a n'lmb':!r of persons in preparing this report and I 

would like to thank all of them . 

First and foremost I would like to express my sincere gratitude and respect to my 

internship 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 

Limited; Mr. Shafique-ul-Azam, Senior General Manager, MIDAS Financing Limited; Mr. 

Md. Atiar Rahman Ansary, General Manager, MIDAS Financing Limited; Mr. Tareq 

Ahmed Salah Uddin Khan, Senior Manager, MIDAS Financing Limited; Mr. Md. Enamul 

Haque Khan, Assistant Manager, MIDAS Financing Limited; Mr. Shameem Ahmed, 

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 fulfill the Internship 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. 
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The internship report entitled "An Overview of Micro Credit and Investment Practices 

of MIDAS Financing Limited" will heljJ fulfilling 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, (ii) identifying 

exceptionally promising micro, small and medium-scale enterprises for providing fmancial, 

managerial, and teclmical assistance, (iii) developing entrepreneurship and enabling 

entrepreneurs prepared to exploit new business opportunities, (iv) enhancing capability of 

micro, small and mediwn enterprise promotion organizations, and (v) serving as a catalyst 

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

MIDAS Financing Limited lunched its lvllDl Program to create employment opportunities 

and to develop entrepreneurial skills among small entrepreneurs. 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 entTepreneurship. Nonetheless there 

was years ago a big lack for those who have been releas~d 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 to enhance their business skills . 

. By the time some leading NGOs and through the pressure of the government and for 

reaching a new client group, banks replicated or installed similar progmms. More lending 

programs for a specific target I:,lTOUp 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. 
,,/ 
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In chapter 5, I tried to focus on the wofessiOl1al background of micro-credit a..."1d 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 backgrOlUld 

infonnation of the MIDI Pro!:,lTam are described. 

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

marketing analysis, I made a questionnaire, which is given in Appendix B. 
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A financial statement ofMFL is evaluated using common size statement analysis and ratio 

analysis in chapter 8. 

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 prof:,'Tam packet in the future. 
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MIDAS FINANCING UMITf?D (MH) ~J 
~~~---~-

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 neglected sector of enterprises up 

to that date. MFL was there is a marginal group of 

pioneer of 

Very few other of the micro-enterprise 

the hardcore poor and 

who could graduate 

U"L,~},J""'U no objectives to get any 

:<'hirth ,,," difficulty was for those 

'''H'U~'~~''': >~Y''''L'' from commercial ban..!(s 

But during the last years and also with the pressure of th¢ 1~¢1yemrnen of the Republic of 

Bangladesh many banks started micro-enterprise 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. ID I1 200.:f-3-10-041 
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1.2 Objective of the Study 
. j 

The purpose of the report is to a~hieve knowledge about the micro 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-

• To present a brief overview and history ofMFL company. 

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

• To find out the pn.;lm~)npmq qGU. 

• To fmd out the 

• To understand 

• To understand 

• To analyze the 

• To analyze the 

• To point 

Program. 

1.3 

The internship program is assigned to all the BBA .,.uu"'.L,.,~.·.:.· I~"! 

perspectives such as- micro credit, investment practice, 

perspectives. 

of the MIDI 

gain knowledge through a 

it is a necessity to go 

information systems, 

management, finance and banking, marketing, economics etc. !t is very important to 

conduct an internship program, as academic Imowledge is not sufficient enough to face 

future opportunities & threats . This program is valid for major reasons-

• To develop clear understanding about the organizational objectives. 

• To know the structure of the organization. 

• To analyze the activities of the organization. 

Presented by: ShamsuL Arefln Shuvo. JD#200-/-3-10-0-/1 1:\\ 
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MIDAS FINANCING LIMITEf) (MF/,) ~J 
~~-'-'L--___ ~_ 

• To assess the major strengths, weaknesses, opportunities and threats of the 

organization. 
. i 

• To design promotional techniques for the organization. 

• To identify the categories of the clients . 

• To suggest appropriate steps taken to promote its services. 

1.4 Scope of the Study 

Basically this report '~ /\(j:'j'itJ( Yttit$tji} 
MFL's contribution ;n ?ii iIi\,.fi'rf2 

banking financial 

background, 

MIDAS Financing ....,uuN,'!\'~. 

1.5 

credit in Bangladesh and 

is one of the leading non 

covers the organization's 

credit, micro-

and SWOT analysis of 

"'1!irb~.~Q.l cover an integrated plan. 

• information, 

• 
/,/ 

/' • Analysis and 

Sources of Data: Data used in the study were collected from both primary and secondary 

sources. 

The Major sources of primary data are: 

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

• Observing activities of the concerned Department. 

• Discussion with knowledgeable persons. 

Presented by: Shamsul Arejin Shuvo. fD I1 2004-3-J 0-041 

/ 



MIDAS FINANCING LfMITfD (MH) ~J 
~~~---~-

The secondary sources of data are: 

• Publication materials of MFL. 

• Annual Reports of MFL. 

• Use of brochures, published books, articles, journals, and research papers etc. 

• Information collection fi·om internet sources, 

1.6 Limitation of the Study 

These limitations are as 

• place was also a barrier to 

prepare this reDOIT),'" 

• 
• Due to be occurred during the 

and evaluate this 

• 

excused for these. 

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

some important suggestions. 

Presented by: Shamsul Arefln Shuyo. ID I1 2004-3-1 0-04 1 
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In order to conduct a worthwhile report preparation Gf MIDAS Financing Limited, it is 

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

2.1 Historical 

Micro Industries 

is also influenced by 

productivity. 

MIDAS was also 

of the People's 

to generating "'N'l'H{)}~''''H 

MIDAS. 

Upon registration as non-profit voluntary organization, 

was established in 1982 

Agency for International 

per capital agricultural 

Welfare, Government 

vested in a board of directors who were society's H''''JH~'''~: representing the voluntary 

agencies, private organizations, the government of Bangiadesh and donor 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 Arejin Shuvo. fD iI 2004-3-JO-041 
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MIDAS FINANCING LlMITI;;/) (Iv''''!,) ~J 
~~~---~-

Through a high degree of specialization and experience together with prudent traditional 

values, MIDAS activities are increasingly become commercial in nature and have 

demonstrated its ability and commitment to the development of small enterprises in 

Bangladesh. Therefore the govemment of Bangladesh has advised to operate MIDAS as an 

industrial promotion company rather tha11 a non-profit voluntary organization. 

Understanding this Board of MIDAS reviews the proposition and decided to convert 

MIDAS into a company limited by guarantee under the Company Act 1993. 

USAID supported 

assistance from any 

enterprises but also 

applied to Banglad~:sh li~~l;it2riti8g:1se 

has not received any 

mlcro and small 

1993 to operate as a 

to short-term credit from 

'-"" ::": P:;~~, IF AD etc. 

With institution under the 

of 

MIDAS and :MFL both are companies incorporated by ".~' ·" . ,",b'" of joint stock companies 

and firms under the companies act. But where MIDAS is a company limited by guarantee 

and MFL is a public company limited hy shares. 

MFL having license from MIDAS has inherited a corps of devoted and qualified 

professionals with vast experience in enterprise promotion and fi..ll.ancing. It will also be 

underpinned by the backup services of}AIDAS tllat will continue to play its developmental 

role with full vim and vigor. 

Presented by: Shamsul Arefin Shuvo. ID it200-l-3-1 0-0-l1 
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MIDAS FINANCING LiMITED (MFl) ~J 
~~~--~-

Table 1: Time Line of MIDAS and MFL 
r-------,-------- - - --- .- .---.. ------."!i------------, 

TIME LINE MIDAS SERVICES 

1981 Started its journey as an SME development project of USAID ucder 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~§(!(;JQr<'lJstll<iies Qnar~'lsh<:l:yipgiIlY~stment potentials on regular basis. 

1987 

1988 

1989 

1990 

1991 

/ 1993 

1994 

1997 

2000 

:::~o:::r'a,~llp,itffu1iPl'llg111IiL'Wfflt1illii?~istance of Ford Foundation (5-

Started w&rking with NRDB;JJjDAN1DA as long (5years) 

Consult~fifi:mploymentA~~ii~r . 

~::::li;It!~~lit~illl::;::~:~~ :;prOaCh) 
DesignatedasR~s14~pfRepresehi~tiyeQfCan~di~~1 Executive Service /:.::.::-:;::":.:"::;":.:":::" .. -:::-; " - - ....... "- .~:~ .>(>(\:~.::; : 

Organizat,i9a (§'~SO) . 

[mBtelnent~~I~lsiness Advisory Center (BAS.~j 8 ~ USA1D project, which 

~fuerged as ~! ~hdependent organization in 19Q,~: 

Joint HRD Program was launched with Humb~;@~91lege of Canada (3-year 

project). 

Started" Promotion of Private Sector-B" Pr()ject as implementing agency with 

the collaboration of GTZ (3 year project). 

Designated Resident Representative of Netherlands Management Cooperation 

Program (NMCP). 

Launched a subsidiary non-banking financial institution named MIDAS Financing 

Limited- a public company limited by shares. 

Presented by: Shamsul Arefin Sh uvo. ID I1 2004-3-JO-04! 
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MIDAS FINANCING LlMn!:'D eMF!) ~J 
~~-'-"------~-

2.2 Company Introduction 
·1 

Name and Status 

• Name: Micro Industries Development Assistance and Services (MIDAS) 

• Status: MIDAS is registered with: 

a) The Registrar of Joint Stock Companies and Finns as a company limited by 

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

dated December 30, 1992. 

b) 

c) 

as a Private Voluntary 

Registration No. S-838/17 

MIDAS Financing Llll , (:t:.it:~\:l~!~)Cllar o<l:'y.",,'~lI~)'h\-f~i 'Y:Y-!b'p\,!, is operating as a Non-Bank 

111aH"f.~~ } ,~!+",I,! •• UIlOrr'·' .·!}~:E 1993. It is registered with 

~HrMV' of The Company is as tn II nul"','".·"""'·' 

Presented by: Shamsul Arefin Shuvo. ID iI 200-l-3-JO-041 
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MIDAS FINANCING L1MIT/W (MH ) ~J 
~~~~----~-

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. 

~ enterprises for 

~ 

~ enterprises. 

~ 

~ 

~ reliance. 

~ and investment of our 

~ To mIcro and small 

.....--/2.4 

MIDAS strongly believes that micro 

for creation of new employment opportunities of new base of 

entrepreneurship 111 the country. Its enterprise development program aims at 

strengthening the strategic position of micro and small enterprises between large 

scale, capital intensive and sophisticated finns and very small 3cale, informal and less 

sophisticated enterprises. 

Presented by: Shamsul Arefln Shuvo. ID If 200-l-3-JO-04J 
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2.5 Values 
. '1 

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

security, trustworthiness, integrity, and confi dentiality. MFL holds the following values 

also-

~ To work as a team to serve the best interest of the customer. 

~ To have strong cllstomer focus :md build relationship based on integrity, superior 

service, and manual benefits. 

2.6 Mission 

2.7 Vision 

and improvement. 

It aim to be an 

range of services to the full 

anlj(jlm,ere:ntlat~~:tt9P.l its competitors by quality 

"VA.u.i." '"l" the mission into specific 

sustain thereafter. 

MFL will be renowned as the top performing non- banking i.lu,a.H~·,a, 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 Arejin Shuvo. ID I1 2004-3-JO-O·/l 
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MIDAS FINANCING LIMiT]W (MFl) ---6] 

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 

MIDAS Financing (AGM). Recently the 

organization declared U.IN'm!:mu to, th~j~tititlmt,ld~ili~tt tjlle 'tl1~t6 of 1B: 10. The management 

of MIDAS Financing 

new programs in order 

3.2 

>- Housing loan ,:,,' .. 'y.,< ... v. 

>
>
>
>
>-

experience and expertise in various fields such as 

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 BlBM. 

3.3 Organogram 

The organogram of MIDAS Financing Limited is presented on next page. 

Presented by: Shamsul Arejill Shuvo. lD ii 2004-3-10-041 
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3.4 Networking 

MIDAS maintains an excellent networking with similar institutions both within and ontside 

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 

and achievements 

which are updated +'r,...·~ 4·irffi i> 

3.6 Evaluation 

two leading US based 

the Nathan Associates 

"'>,<.' 4 .: ',....' .. self-sustainability. MIDAS 

Singapore, 

office of US AID. 
Regio1~;~~mi~~t;~~~~iiii~~~~~i~i~~~1~1~~~li;m~~~~~~il~~~lauillt 

In one of the evaluation repOIis, the evaluators recorded HllJoJ r "J as a "highly visible and 

highly regarded show-case of private enterp l"ise initiative in developing countries". 

3.7 Branch Offices 

MIDAS has 4 Branch offices in Chittagong, Khulna, Bogra and Narayangonj and 2 Booth 

Offices in Feni and in Comilla respectively. Every Branch office has its own Library and 

Information center, computer and other modem 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. 

4.1 

MFL adopted SED nrri6 h.m 

medium enterprises ___ "" ,, '''''',_' 

and financial arranges " ~ " "' .'." . _ .. loan for Fixed Capital and 

Working Capital. 

of 

);> Personal guarantee, third party guarantee, ueIIlarlqllr91ml~;SUI note, hypothecation 

security / bank guarantee/ of the project assets are required as security. 

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 WIder 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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MIDAS FINANCING UM ITFD (MFI,) -----E] 
Tk.1,000,0001- are provided to micro enterprises on very soft terms. Special features of 

MIDI loans are: 
. i 

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

• Simple and quick processing. 

• Special cash incentive is offered on timely repayment. 

• Provision for special loans to meet seasonal demand. 

• Special reduced interest rate for women entrepreneurs. 

• No fees for documentation. 

For security of the lva'U' '' )i~J..Il.LJl 

Guarantee from a 

Tk. 750,000. So all ~'nHimf(',; 

has to send notice. 

4.3 

The WED cell '''l',,,,, 'l', ,~'~~'''b women participation 111 

supporteci programs. 

,/'/ ;romotion, organizing m~~~'~i~~.~ ••••• ~~;:~~~I~~!~.~.~:~~;t~~~.~ ••••• i\~t.~~: ••• ·.~I~ •.•.• ~li]~ •• ·~~!I:~I;~~1 to 

women entreprenems. MFL arranges discussion 1l1 .... lLH"'~',, ' 

3rd Thmsday of every month at the head office to 11';;;,,' 411I,va:> :>1:>l them to start business 

and establish as a successful entreprenem, 

4.4 Lease Finance 

MFL extends lease finance facility to micro, small and medium enterprises and corporate 

business units in the manufactming and service sectors and also to individuals and 

institutions for acquisition of machinery, equipment, vehicles and other fixed assets. A..f'ter 

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. 

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

• Lease Period is 2-5 years . 

• Installment is IIllJlIlHITW Bs. lrtStM&!TMfl~i 'i?"" " """""'?""" " 'i""?? .,'",',' , , ' ,.,' .• 
• 

• 
to Tk. 20,000 (max). 

• Rental charge Llillr~ilil~~~.jl~:r0 
• Lease period is •• 

For security of the 'V~~.~>"l.~~.~'.~ H"~"VV 

Party 

uat;@tl~¢ of the sponsor and Third 

~,j ~"r';iflfpp Mortgage of Land and 

4.5 

the 

scheme, they give loan for construction or / apartment, and 

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

• Any Bangladeshi citizen within the age bracket of 30-55 years with recognized 

sources of income can apply for loan under this scheme. 

• 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 22nd December :W05 . MFL 1...,LS 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 !:,'Towing MFL offers an excellent 

opportunity of secure investment with superior return to individual and organizational 

investors under its . 

Anyone has surplus 

she can easily invest U'~:l'.:':~~.''''' 

Main features of this (' ~"'''''''D 

4.9 

1. 

2. Period of 

3. 

4. 

.. ~",:,~,~~<.~¥",.,:,~ year in case of institution 

~ part of 

/b~ investing in shares ~1·~~·.~;~!~[{~~.~.~~fli ~~i~ii~i~m~·~I~~~1~: ~~t[~~:I~~l~~~~[~~[~;;~: 
This investment will help develop capital market as 

and profitability. 

Objectives of Investment in Capital Market: MFL 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 What is 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 ~~f,tii-J~i •• ~~.I~'~~j!:·J ~i~~TI ~:~~~~~~\ii ;~~li(~~verty stricken varies with the 
h,.,YT",, "Pr who owns less than 0.5 

acres of land and 

marketing assistance to 

Extremely small micro credit loans, are 

mown as ~m::ic:r~~ol~~i~~~f~::-~ 
enterprises 1c in similar business 

activities. result of outside 

"Micro credit is a program extends small loans to very pg'9Jf)people for self-employment 
:.:;:.:~:.:.:.:::.:.:.:\ 

projects that generate income, allowing them to care fo'f th~fnselves and their families" 

According to Oxfam, mICro credit consists of livery small scale financial services, 

including savings, loans for emergencies, day-lo-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. 

Presented by: Shamsul Arefin Slluvo. ID !l 200.J-3-JO··041 

, 
I 

I 
~ , 

- \ 

I 
! 



MIDAS FINANCING U M ITh' j) (MF!) ~J ~c:.~~ _ ___ ~_ 

Definitions differ, of course, from country to country. Some 0: the defining criteria used 

include- . ~ 

• size- loans are micro, or very small in size 

• target users- micro entrepreneurs and low-income households 

• utilization- the use of funds - for income generation, and enterprise development, 

but also for community use (health/education) etc. 

• terms and conditions- most terms and conditions for micro credit loans are 

flexible and easy to wlderstand, and suited to the local conditions of the 

community . 

Micro credit has nrn"PTI 

poverty, enabling mOSe)WU)10U 

. start small business. 

The key implications V~···· lll."_j. , 

come to mind when 

mIcro cre~t~l~.~ 

put tOgemerlJ8 

5.2 Essential 

1. It promotes credit as a human right. 

2. Its mission is to help the poor families to help ''',",Ill'''_'' 

targeted to the poor, particularly poor women. 

. A number of issues 

loans made, small size of 

periods and amowlts, the 

of micro credit etc. Hence 

VI,",',",",IH, that has to be 

to overcome poverty. It is 

3. It is offered for creating self-employment for income-generating activities and 

housing for the poor, as opposed to consumption. 

4. It 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. 

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

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 In the Context of Microfinance 

In 1998 the number Ofp~9pI~<tr9umlJh(!g19Q~h?yil1gqc!aJly income of US $1 reached 

1.2 billion. A year 1ate~ ~~~Ij l{iif8A~~*b1~ (I~~fi~ij~~ 8~f~gworld population) have been 

living in countries witfi ~l~ income. Out of them 2.4 billion had an average per capita 

income of US $410 JI ¥trrther 2.1 bIlli9J:ilUen has been living in cOlmtries with a per 

capita income of US $l~~~j 

In developing countrie$ ;t11¢ i majQl-irY. 6fthep¥9pl\(~~Y~~1%9gon capital and savings what 
::~.::::::<: :: :::: :::\{:~:~:<::;:' ':"-:> -: "'-,', " .', ," ,.:-: .. / ... , ::.;: -:. ", :.: •. :>:- ,-:-:: :.'-.<::'",.,- "" .::':: :,:::::???:::~::: 

results in the impossibiliiy;tqget self-employ¢damiinal{e. iPrbductive activities. To close 

this gap micro financ~ ••. h~~~~~~iinstalled to I~~~8~:tthose ~§~tbeoP1e and enabling them to 

get access to caBi~~!\ *~a~o get more independent. Es~~~i~lly tllose small and micro-

entrepreneursp~~$ljt{it~s~ significant percentage of ecB~Sm:ic activities, particularly in 

those cOlll1g!il~ ~ii~re t!l ~b'icultura1 sector is important ~~~j~ the main income resource. 

is very small. UnempfoYlne;;r;:ate lsapproxlinatelY4b?6i: .:gopula:fi&iiHvlngbelow the 

poverty line is 36%. Therefore, it is the prime concem (~~lli~ nation to generate income 

through creation of job opportunity and employment. Cr~~nbh of job opportunity at large 

scale is not possible. A tool for helpin g the people to get self-employed can be financial 

support. Many small and medium entreprenenrs 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 development tool. Micro-

financing activities usually involve: 

• Small loans, typically for working capital. 

• Informal appraisal of borrowers and investments. 

• Collateral substitutes, such as !:,'TOUp guarantees or compulsory savings. 

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

• Streamlined loan disbursement and monitoring. 

• Secure saving prc'Ol~QtS.: >\) •.•••.•• i\ }iii} Ii .••••.• · ••.• ·· •. . it· •.• · •• · •. 
Compulsory savings <1""""'<)1'1"1 

• 

• 

• 

• 

operation. 

whatever 

to ensure the repayment of 

flow and make periodic 

part of the credit 

during long time bse:m~~®t~~i~~t~1~~)1;llil~~!~~~jm~l ~fl~~~~lli~~~~l~~!~t~~~~t~~~:i~~I1I~~~~~~ll /' regularly tend to be 

important indicator of the ability to pay back loans". uC<'· ... Hf,." can enable the borrower a 

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

investment. 

5.4 Micro Financing Institutions (MFI) 

MFI's are usually NGOs, credit unions, private commercial banks, state-owned banks, etc. 

who offer fmancial services to the poor. Their clients are self-employed entrepreneurs with 
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MIDAS FINANCING UMITfD (MFf,) --fiJ 
low income in rural and mban areas like traders, street vendors, small farmers, 

hairdressers, etc. with a stable but low income. 

The circle of micro-finance: Below a simple diagran: 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 skills and entrepreneur development result in higher business 

loan by the pnnopn"'pnputtitgl::Jod recommenmulO 

Diagram 2: The links ~~·'}I""'.I"'''' 
institutions 

MFI 

1 
Activities 

financing 

Training 
&R~~~ Saving services 

L=~~;:~~~~=J i l l II Non-formal 
Education 

1 
Output 

1 
Impact 

Income & Employment 

Poverty alleviation 
empowerment 
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5.5 The Impact of Microiinancc in GeneraJ 

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 tomolTow. 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 

minimum needs for 

5.6 

demand of a 

under 

these with higher income 

information about market 

households without asset 

that reason there was a 

In March 1976 the 

free credit to small 

came into progress 

Later on was "The Grameen Bank Project (GBP) taken experimentation based on 

the Zobra village experiences of Prof. Y llUliS on a limited scale by involving the NeBs 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 prof,lTams all over the country . 
. ~ 

Small NGO's got supported by domestic and foreign doncr agencies 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 markel 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 

MFI's are Grameen Ba~ii; ;§S;~Bfif%§;&;~9g gg;~$Ef~; [ 

5.7 The Transitillfrom Micro ~~:edit to Micro Enterprise Financing 

Income Generating A~timties belongi6tll¢ informal §~ctor being usually not self

sustainable. The other $I¢f~r piay~rslik~~rii~n and m~<ii&fu!¢hterprises but also the large-

scale industries are maii~tJ ~rpfif~@~i~rii~teJ ~da cpri~~~i~£~i~§i{ maximizing their profit and 

expanding their busine~~;~i~I~{2ig~enter~ii~~ jf~~~~ lli ~i6~1~~ot really to the infonnal but 
:'.':'",: ':':.:;.-:;:':.:. 

also not to the formal §~9J9rY lt is more orl&sson the j(~mpto the fonnal sector through 

graduating from Jb~ : iijf6f~lal sector especially throug~ . ~~~fing micro-credit in fonner 

years. When !il~~~~~8~~~!he self-sustainable level and ~~~~~lOrc money to expand their 

business, Q1#~~ ~~~in tl~~J~st year a Jack of financial supJ~~~ 

// Mainstream financ ial iij~(~hm9~1# (th~9QJ~J!n¥~S}~Igg~i1S~1~~ f11$~R~R!~9~§~fi~~ilg the 

micro enterprise at a c6~f i;i19260~f~d@ fk~liif~1;~~i2~~~~~ ~iia;iriiconfidellce in the 

intent and ability of the borrower to repay. The clas~1§~! ll1ethods employed by the 

commercial banks are clearly too expensive to make 10a~~ ; 8i 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 is vital for 

national fmancial 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. 

Defmition 

Whatever in the last years was said, from all different views crystallized some key points 

of describing a micro enterprise-

1) 

2) 

3) 

4) and manufacturing; usually the 

5) 

6) Location: Both 

7) Characteristics: 

• Low value added 

• Labor intensive 

• Obtains its products locally 

• No paper recording system 

8) Over 75% of the micro enterprises are lmder individual ownership. Of the others most 

are under family ownership and very few are under partnerships or limited companies. 

9) 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 like minimum wage and good working conditions 

(sometimes also employs children). 

A problem for the micro-enterprise is that it belongs neither to the non-fonnal 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 formal there is still a gap in 

financing even when the situation is improving in Bangladesh. 

Micro-enterprise 

expansion and 

provide credit and 

5.9 Problems 

Collateral is 'VVJ'UW~"V3YYt~ 

go to cOlu:WItJ$pira''''''~JC::J:n 

at the 

, __ ' F urthennore, 

corrupted institution. 

More important of demanding collateral is the fact that 

Technically collateral 

because if the 

time cons lUning for the 

entrepreneur to prepare all necessary documents and for tile MFI to colle.ct, 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 f,'Taduated enterprises also often have problems to 

bring their products, which are not prod1lced anymore 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 transpOlt 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 for a specific group of 

entrepreneurs who 

programs followed 

establish more and 'liU'j·,V ",·j;J.,V 

. govemment of the 

banks have to 

to 

j · U.".'<J;)' ,· nor to banks. Some other 

the banks and besides there is 

enterprises that is why 

UJ..l\ .. UCJ'VU now established 

11-t1l<>"·' ,,,,r,nA,·t to their members. Also 

Bank Limited has planed 

YM' .... '"'u.F, program. Through the 
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MIDI is a special credit program ofMFL. Under this program short-term and medium term 

loans are provided for establishment / expansion of small and micro enterprises on casy 

terms. 

6.1 Mission 

To generate .,. .. ,'LUU.,uV<V"'·,). ·H<II.HV 

and micro enterprises. 

6.2 Objectives 

Terms and conditions of the loan are: 

• The loan size is Tk. 50,000 to Tk. 1,000 ,000 . 

• Total Project Cost is Tk. 10 million (maximum). 

• Debt- Equity ratio is 80 :20 (maximum). 

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

method. 

• Rebate for timely repayment of loan is 5% of service charge. 
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• Loan repayment period is ] to 4 years. 

• Project implementation period is 3 months (r..1aximum). 

• Loan processing time is 15-30 days. 

• Mode of repayment: monthly installments. 

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

loans. 

• Provision ofloan for- Working capital and Fixed capital. 

• Loan application fee is Tk.l 00 (non refundable). 

6.3 Security 

6.4 

./ 

/ 6.5 
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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 ofloanees 14% 
Recovery rate 95% 
Legal status of enterprise: 

100% 

. MIDI is a very of WDI are women 
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7.1 Business Performance 

Table 3: Business performance of MIDSA Financing Limited 

Particulars 

Portfolio 

Amount Disbursed 

Amount Recovered 

Deposit Received 

Figure 1: Business 

2500.00 

r:::: 2000.00 .2 

:E 1500.00 

r:::: 

~ 
1000.00 

..lI: 
~ 500.00 I-

0.00 

Unit 
2004 2005 

627.72 

423 .38 

Business Performance 

2004 2005 2006 2007 2008 

Year 

Year 
2006 2007 2008 

•··• •• · .••• · •• 2587 2345 2290 

1026.41 1272.62 2020.31 

744.59 1272.43 

545.55 729.87 

.70 32l.00 297 .85 

over last five years 

o Loan/Leaselln\estment 
Portfolio 

o Amount Disbursed 

o Amount Reco\ered 

o Deposit Recei\ed 

Explanation: The above diagram is showing the business perfonnance of MIDAS 

Financing Limited. We can see that the company's business performance is 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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7.2 Business Performance of MIDI Program 

Table 4: Business performance of MIDI Program 

/"" 

Taka in Million 

Year 
Particulars 

2004 2005 2006 2007 2008 

Portfolio 111.52 127.48 132.77 128.60 149.50 

Disbursement 68.87 90.22 82.35 66.60 97.15 

Recovery 59.22 72 .20 75 .08 94.00 92.98 

Figure 2: Business nl>ii-t'nr n. 

Business Performance of MIDI Program 

160.00 

140.00 
c:: 

120.00 -.2 

== 
100.00 

c:: 80.00 - 11", 

CIS 60.00 
~ 

40.00 CIS 
t-

20.00 

0.00 

2004 2005 2006 2007 2008 

Year 

/" 

Explanation: The 

Program of :MIDAS Financing Limited. Its investment 

although decreased in 2007. Although amount of 

IS 1l1creas1l1g over years, 

"\;iU.l"U~ is fluctuating over years, it 

is highest in 2008. Amount 0 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 1007 and 2008 

Year Increase 

2007 2008 
(Decrease) 

in % 
SI Particulars 

1 Application Form Sold (No.) 627 506 -19.30% 

2 Application Form Received (No.) 420 446 6.19% 

3 Application Fees Received (Tk) 63,000 50,600 -19.68% 

4 Project 416 36.84% 

5 Project 395 35.27% 

6 Appraisal Fees ~~~~tyed (Tk) 749,275 71.89% 

7 Loan Sanctione&N~~b 114,580,000 59.97% 

8 Fund Disbursed (i~:[1: 97,150,000 46 .09% 

9 Project Finance~ (~9: ) 349 31.20% 
'.' 

10 Loan Recoveri; 

-3 .04% 

18,910,759 7.41% 

Total (Tk.) 92,982,060 -1.08% 

11 Total In~pm¢ (!k:) [3+6+10bj 19,7JO,634 8.87% 

16.25% 

E; planation: The uV\.~ )Q ;}>;1() sri"t!>');) 
- / The company sold ~ l~ •• • ••• ~rQg.~· ••••••• ~!I.~ t ~'~!.~ ;~g~mf~~~~~~j ~~~m:il ·~~.9 So 

number of application form sold decreased by 

number of application form sold in 2008, company "'L.."a .VI:' ll 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 pl'ojects under MIDI Program-

2008 

Sl. 
Sub-Sector 

No. of 'Yo of Total 
No. P roj ects 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/ Gannents 9,429 31.21 % 

6 Grocery/ Dept.lOther 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% 

13A;~ Medical Services 1,479 4.90% 

!ij •.•••••••.•••.•• Specialized Services 1,376 4.56% 
~ 

15)/ Printing! Publication/Books 1,112 3.68% 

16 Fumiture 233 0.77% 

17 Dairy 30 0.l0% 

18 ComputerlInfonnation 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 Appl'oved projects under M IDI Program-

2008 

Sub Sector Wise Distribution of Approved Projects 
under MIDI Program- 2008 

4.56 

4 .90% 

0.48% 

1.51% 

3.68% 

2.49% 1.22% 0.66% 

8.20% 19.72% 

o Food Processing 
[] Poultry 

o Fishery 
o FloIiculture 
III DomesticTextilc/ Galments 
o Groceryi Dept.lOther Stores 
m Handicrafts 
o Engineering 
II Electrical 
o Shoe and LcatherProducts 
o Plastic 
El Chemical 
Cl Medical Services 
El Specialized Services 

[2 Printing/ Publication/Books 
Fumiture 

o Dairy 
o ComputerfInfomlation Tech. 
o Miscellaneous 

Explanation: 

under MIDI 

different suqt§;~~!or 

in different sub-sector 

peJrcent~lg¢?Qf total approved projects in 

major position 

portfolio. The reason behind this position 

performance of this sector. After Gannents sector, 

consist 19.72% of the total pOltfolio 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. 
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7.5 Recovery Performance of MIDI Program 

Figure 4: Recovery performance of MIDI Program 

102% 
100% 

98% 
96% 

94% 

92% 

90% 
88% 

86% 

84% 

Recovery Performance 
Top· 5 

Pou~ry Engineering Food FloricultureFurniture 
Processing 

Sector Names 

Explanation: The 

scheme among otllter:scllellrleS 

table it is ~V'U~\,!\:M!l8h' 

which is ~i?t9Nfvl weW Inflrlag(~a 

recovery 

100.00% 

Recovry Perfonnance 
Bottom· 5 

Plastic Harxlicrafls Chemic~ IT Publication 

Sector Names 

It is a well pelformed 

.-.. "'. ,,.,.C,. ~,,... industry. From the above 

'HV ··'V .. ··,' ,~·." sectors shows above 80% 

sector shows the top n::.ost 

small. 

8~g :t~~~~~gi~~i~)~I~~erof 
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7.6 Investment 

Table 7: Investment Practice of last two year 

Sl# Schemes 
1 SED 
2 MIDI 
3 Lease 
4 CCS 
5 Housing 
6 LLS 
7 

During the year under 

compared to the nrf"VIC"U:~···· 

7.7 

2007 
98.60 
72 .68 
30l.89 
10.34 
105.90 

Taka in Million 

2008 
526.30 
97.15 33 .67% 
214.96 -28.80% 

4.87 -52.90% 
91.08 -13.99% 

(266,62 ... :· 214.23% 
:.···.r·.71I45 ..••• :.:.r 1.59% 
1272.43 70.89% 

remarkable progress in its operation 

.... ~.,. ....... . . J..U-.' • .L, LLS and Securities are 

Scheme-wise investment Portfolio (June 30,2008) 

In-.estment Staff Welfare Loan oSME 
LLS SME El MIDI 12.24% 29.08% 

D Housing 
CCS 

0.76% D Lease 

rn CCS 

MIDI o LLS 

7.15% 
c In-.estment Lease Housing 

30.78% 12.46% o Staff Welfare Loan 

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

investment portfolio is highest (30.78%) under Lease Frogram and lowest (0.51 %) under 

Staff Welfare Loan. 
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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 CommissionRp:l~~)9~7al1d al!()th~Lr~l~Y<glt fllies & laws applicable for the 

Company. The accoun~l:j[~giiB~~~ h~~~ il~~iB8~~~~i~BtiY ~plied for preparation of the 

Financial Statements . 

8.2 Financial Pel{~.~mance- At~ 'GJ~nce 

' :" . i.\ .. ••. .. ..,. . .... ,' •. ' ''Yelllf 
Financial Performance 

.{'Z0042005 i 2006 2007 2008 
r---------------,--~~~------~~~~~ 

Income . ? /56;328,414 115;660;935 135;1$Q;599 185,803,867 325,131,539 
Expenditure <,/i ' , ll4,514,718 70,630,763 100;3&Z;228 98,516,478 213,017,530 
Net Profit Before Ta ,i ii:r 2;1,81 3,646 46,559,378 36~OS,9;917 93,032,060 125,320,480 
NetProfitAfter rr 1 1 41,813 ,646 42 ,459.378 35;35~~~917 55,164,060 81,920,480 
FixedAssets ? !},t3,404,127 13,830,616 15;474;928 64,164,169 87,044,417 

t-:S::-h_ar-:-e ___ h-ol-:-de-r ___ s-E ..... ('··f·h-'-:' lt .... Y----;; .• t+ •• ,·, •• ~"""'·.~~+-'-1,4_26__',_91_3-t-2_9_1,'-4_67~,'~2.L}22H2%}160 372,112,648 439,805,804 
Book Value Per Share ,· , .. .. )22.95 " ,. J24.QO,." ",( 125,QQ ... ,., .. ", lJJ,QQ .. ", 141.00 
No. of Shareholders ,' j i I i i '···'·····'· 1041 Ii U,,7: I !;;); JxV9 ;/i 2892 
Earning Per Share (EPS) 
Dividend (%) 

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 a~sets, 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 statements and common size income statements of the 
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company of last five years. The scaling factors are total assets for the balance sheet and 

operating revenue for the income statements. 

Table 9: Five Years Balance Sheet of MIDAS Financing Limited 
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Table 10: Common Size Balance Sheet of MIDAS Financing Limited 

~ 

Comparative Balance Sheet Common Size (%) 

Particulars 2004 2005 2006 2007 2008 ..-------=-::.:....:..:..:..:.:..:.:..;..:-- --.----~ - i-.,~~~':"::-I--::': ~:-+-.::...:...:~-+--=-:....:-.:-! 

Current Assets: 

Cash and Cash Equivalents 5.26% 18.90% 3.86% 

Marketable Securities 0% 4.93% 5.45% 

Accounts Receivables 2.99% 3.27% 3.34% 

Advance, Deposit and Prepayment 0.43% 0.88% 0.40% 

Stock of Stationery & Office Materials 0.005% 0.016% 0.005% 

Current Portion of Lease Assets 1.16% 15'5% 1.36% 

Current Portion ofLoar } (fQ% 13 .97% 
...... . ...... . 

? TotaL Currellt Assets 9.84% 29.55% 28.38% 

Application of Funds: ••••••••••• . .•.•• 

Fixed Assets ••• ··.·i >.2.64% 1.63% 1.40% -
Investments .. ·.·.··\i / 87.52% 68.82% 70.22% 

9a.16% 70.45% 71.62% 

TofJTA;;~t.V iioo%loa% : 100% 
Cun-ent Liabilities & piA~~IR't~: > 
Call Loan !;l:;.;,··' }'· 

Currents Portion ofLo~~g;!·> 
Advance, Deposit,J'l)id 'Rri 11110111 

Provision for raritibh> 

Provisionf6t·iri8bme srik~hse 

···.I\i< li> 
0% 

·.·· f O:9~% 0.88~ii 0.60% 

0.78% 1.23% •• •·• LI.17% 

0% 

6.66% Q 11112 124.72% 

6.77% 2.82% 

4.79% 6.33% 

6.93% 7.21% 

0.46% 0.73% 

0.006% 0.002% 

14.88% 9.13% 

8.41% 12.44% 

42.24% 38.66% 

4.37% 3.89% 

53.39% 57.45% 

57.76% 61.34% 

100% 100% 

4.77% 0% 

0.82% 1.32% 

14.44% 15.93% 

2.90% 1.44% 

2.74% 3.74% 

3.G3% 4.61% 

1.07% 1.28% 

30.37% 28.32% 

Long Term Loan & Tfh 

Loan Fund 

Term Deposit 

...••••..•.. > I 
)i $5>Q5%IAP~j1:S;:;;,i II .~¥;$9% 

Tota/ LOllg Term Liabilities 67.44% 56.5S~'%A6.13% 44.30% 52.03% 

Tota/ Liabilities 74.10% 65.69%70.84% 74.67% 80.35% 

Shareholders Equity: 

Share Capital 21.06% 27.68% 23.41% 19.37% 13 .980.(<:. 

Statutory Reserve 2.73% 2.63% 2.66% 2.75% 2.54% 

Proposed Dividend 2.11% 3.32% 2.81% 2.91% 2.45% 

Retained Earnings 0% 0.68% 0.27% 0.30% 0.68% 

S/wre/w/ders Equity 25.90% 34.31% 29.16% 25.35% 19.65% 

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

• Cash position of the company increased in 2005; it indicates that the company's 

increase reserve of cash to meet its liabilitip.s both current and future . But cash 

position is lower in next years (2006-2008) . The company's cash position 

fluctuates over the year. 

• Accounts receivable of the .::ompal1y has constantly bet:;n increasing 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 9~~~pg~~~9Q~g9g4~r~¢x~~) 
• Company has d)¢Jbwest ratio (0.60%) of accouats payable in 2006 and highest 

ratio (l.32%) in .~m~8. 
• The company l~~!~ins c0l1siderdBi~~9rtion of current assets to meet up its current 

liabilities. Thouli~~~tle compqii~;~fui~#t liabilitj y~J~~ i*creasing from 2004 to 2008, 
,'c'::''''-·:>':,:; .. :.;.:.:::.;:.:::.:: ..... 

from the comm~~f$lz~9~1~118~~j~e~ti~~s al(pilt¢g~tg Ifi~d that the portion of current 

assets is highe~·l ~~im~'\ tI}~~b~ion §~qRit~~~~i{~~m~tfs in considerable amount. 

Therefore the S9fTIP~~~y ~all assurelt*$~8rt tenn ~t~~iF of repayment of debt with 

· ::o::;2.:!~g::; ::SOI~~~~;~: :::~::il ::~S and lower (6.66%) in 
......... ". .;:;.:-;.;;: ~;:::j:~~::;:~:}\} ~:j;:)\~\~)}? 

2004l ·.}? . -,,:; .:}::::::}:::{:::.:..... }~;:l~;:f>?:~: 

· :~::~:I.ili1.~ilil_.i\-:o~:~ 
• MIDAS Financing Limited has the highest ratio d~j$~~o) in year 2005 of equity to .................... ~ 

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

. , 
Comparative Income Statement Amount in Taka 

Particulars 2004 2005 2006 2007 

Income from Lease 36,868,884 62,943 ,207 67,461 ,925 96,715,424 

Income from TermlLoan Finance 27,284,037 35,135,014 58,663,010 69,952,617 

Other Operating Income 1,499,906 17,582,714 9,014,664 19,135,826 

Operating Revenue (a) 65,652,827 115,660,935 135,139,599 185,803,867 

Administrative Expenses 17,075,338 25 ,245 ,020 27,920,070 29,164,967 

Depreciation on Fixed Assets ':: >« 948;592 1,246,110 980,432 

7,285,034 

Operating ExllfiiJ,\' (b) 23,853,810 37,776,861 52,465,892 37,430,433 

Net Operating Reve~ii~ka-b) 41,799,017 i 77,884,074 82,673,707 148,373,434 

(+) Non Operational Income ;;" 675,587i < 1,529,206 1,282,546 5,744,671 

. Net Profit Before intere:.tf!i:raxes 42,474;604179,413,280 ; $3,956,253 154,118,105 

(-) Financial Expenses ••••••••••••••.•.•••••••••• . ... ' . 20,660,95S Ii 32,8S3{902 '; 47,916,336 61,086,045 

93,032,060 

37,868,000 

55,164,060 

2,992,916 

Net Profit Availa9{~?li!r,App~?ter{~tion 22,096,103 42,459,37~ ' ; 4tl05,931 58,156,976 

Presented by: Shamsul Arefin Shuvo. ID I1 200-l-3- JO-O-ll 
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92,660,569 

147,562,007 

84,908,963 

325,131,539 

38,147,353 

1,652,149 

49,889,795 

89,689,297 

235,442,242 

13,206,471 

248,648,713 

123,328,233 

125,320,480 

43,400,000 

81,920,480 

4,442,240 

86,362,720 
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Table 12: Com mon Sizc Income Statemcnt of MIDAS Financing Limited ., 
Co mpa rative Income Statement Comm on Size (%) 

Particula rs 2004 2005 2006 2007 

lncome from Lease 56% 54% 50% 52% 

Income from Term!LO~l1l Finance 4~% 30% 43% 38% 

Other Operating Income 2% 15% 7% 10% 

OperatifW Rel'elllle (a) 100'X, 100% 100% 100'% 

Administrative Expcnscs 26% 22% 21% 16% 

Depreciation on FixedAsse(s ... · .. 1% ./ · 10/0 1% 1% 

Provision for Classified Lo;:m & Leases 
.. ' :' ·90/.; ,;,::; .. 

10% 17% 4% 

>i>peratillf; Expel1ses (b) 36% 33'% 39°;(, 20% 

NeiOp~mti/1f; RCPcl/lle (a-h) 64% 67'10 61% 80% 

(+) Non Opera ti ona l iI~ co1ll c 1'% 1% 1% 3% 

Net pT(d7(j~e.f()re Imerest & Taxes 65% 69% 62% 83% 

(-) Financial Expensdi 31 % 28% 35% 33% 

<Net Profit UefflT'e Tax 33% 40% 27% 50% 

(-) Provision for Tncome Tax 0% 4% 1% 20% 

Net Profit Alter TIIX 33% 37% 26% 30% 
(+) Retained Earn ings brought I'orward I'rOI11 
preVIOUS year » 0% 0% 4% 2% 

Nd Profit A vitilable For IlpfJTopriatioll 34'Yt, 37(1<, 30% 31% 

''- \ .. 
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28% 

45% 

26% 

100% 

12% 

1% 

15% 

28% 

72% 

4% 

76% 

38% 

39% 

13% 

25% 

1% 

27% 
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Interpretation: 

.~ 

• The operating expenses are decl inin g. The operating expenses are highest (39%) in 

2006 and lowest (20%) in 2007 . The cornpany is maintaining its variable expenses. 

• Company's EBIT portion has been hi gher than the portion before charging 

financial expenses. This is because firm is incurring huge amount of 

financiaVinterest 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 rn.nnclIl 

tax is also 

years, and net profit before 

In 2006, the company has less EBlT (62%) than other 

tax is also lower (27%). 

• The trend of 

8.4 Ratio An 

8.4.1 Current Ratio 

Current Ratio = 

Interpretation: 

Current Assets 

Liabilitic s 

Financing Limited 

assets. The higher current ratio is good. 

2008 

l.37 

highest (3 .24 times) ; it indicatcs bct1cr liquidity position up ClUTent obligations . 

Here company's current ratio is showing a somewhat fluctuating trend over the years. 

8.4.2 Quick Ratio 

Q 
. k R' Cash + Marketable Securities + Accounts Receivable mc atlO = ---------------------

Curmet Llbilities 
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2004 2005 2006 2007 f008 
1.24 2.98 0.5 I 0.61 0.58 

Interpretation : Quick ratio measures co mpany 's ability to pay current liabiiities from 

quick assets (QA). Quick ratio is a mOtc conservative mcasure of liquidity . The quick ratio 

of the company is bettcr in 2005 (298 times) thall that of other years. 

8.4.3 Cash Ratio 

C 1 R
· . _ Cash + Marketable Securities, 

as 1 aho - ...... .... ... .'. 
Curt¢ntLiabil itic s 

2006 2007 2008 
~----~~------~------~--- --~------~ 

0.38 0.38 0.32 

Interpretation: 

In 2005 the company 

years the cash ratio is higher in 2005 which is 2 .62 t i111(,S. 

higher ability to Ineet the current obligations . The cash ratio 

is the most conservative measure of cash rcsources . 

8.4.4 Debt to :rotalc~pjtai Ratio 

i!i . / !6f~1 Debt (Currcnt+ Long - term) 
Debt to Tql9JgapItal = i .. ',. . 

<>( J otal Cap ital (Debt + EqUity) 

0.66 0.71 

[ 2004 
0.74 

--~------~--------~--------~------~ 

Interpretation: It measures the lender 's contribution part into the assets. The percentage 

of 2005 is smaller than other years. Creditors prefer low debt ratio, because the lower the 

ratio- the greater the cushion against creditor's losses in the event ofliquidation. 

8.4.5 Debt-Equity Ratio 

D b E
· Total Debt 

e t to qUlty = -----
Toatal Equity 
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2004 2005 2006 2!lO7 2008 

2.60 1.64 1.58 l.75 2 .65 

Interpretation: It measures the proportion of lender ' s contribution and owner's 

contribution to the business. Among the fi ve years, in 2006 the company has the lower 

ratio which is 1.58 times . The lower the ratio is better, because shareholder bear for every 

Tk 1, lower amount of liability, less obligation, less r isky. 

8.4.6 Time Interest 

Before Interest and Ta;xes 
Time Interest Earned =:'7~'---'='----------"'-:'--'--

Expense! Financial Expenses 

2004 2006 2007< . 2008 

1.06 0.75 1.52 1.02 

expense from it earning. Interpretation: It 

The ratios are Clll') O"H.1"Q.'''' higher the ability of the 

company to 

8.4.7 

Return on Assets 

2004 2005 2006 2007 / 2008 

4 .35 5.00 3.72 3.96 3.86 

Interpretation: The ratios are higher in 2005 than other years . The higher ratio is good. It 

indicates higher dficiency of the company in terms of asset. It also indicates higher return 

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

R E · ('ROE~ ) Net Income eturn on qUlly ' ~:= ----------

Average Stockholder's Equity 

2004 2005 2006 2007 2008 

16.59 16.12 12.00 25 28 -

Interpretation: It measures th e percentage of earning that a compally can earn on its 

equity. The ratios arejlighef in 2008 and 

higher return avaiJable f8h{e2q~l i tYhOI&~rS 
The higher ratio indicates the 

;::ttt/.:::( 

8.4.9 Book Value pe~~~ta re 
B k V 1 Sl 

~tmmon Stockholder's Equity 
00 a ue per lare 7 . ...... . ' . 

]\Jllmber of Shares OutstandlIl g 

2004 <i "/' 2005 2006 2008 ····2007 <··· 
r-----\ 

122.95 124.00 125.00 131.00 < 141.00 

Interpretation: . Book value per share r~prescnts the eqltity a common stockholder has in 

the net ass~t~~f the coi:borat ioll ti'OIll ovvllillg one share of stock. Book value per share is 

showing ~il~~;easingif~ncl over the periods. Book 

each share ~ould rece i~6n; the 

on the balance sheet. 

8.4.10 Earning per Share (EPS) 

E · Sl Net Income arrung per lare = - ---- ----- -
Number of Shares Outstandin g 

2004 2005 2006 2007 2008 

20.4 1 1 ~ .O 6 1 :167 19.39 26.17 

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

outstanding common stock. Company's EPS is increasing from 2006. 
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8.4.11 Dividend per Share (DPS) 

D
· 'd d Sh Dividend paid to COI1U11011 Stockholders 
IV1 en per are = ----'---- -------

Nwnber of Shares Out::otanding 

2004 2005 2006 2007 

10 12 12 15 

2008 

17.50 

Interpretation: Dividend per share is the amount of dividend paid to common 

stockholders based on number oj' outstandin g shares Dividend per share, which is the 

amount of cash each outstanding share of 

common stock paid in 

8.4.12 Price Earning 

Price Earning Ratio = -++~----=----

2008 

20.69 

of the ratio of the 

future performance. 

8.4.13 Financial Expenses Coverage (Times) 

2004 2005 2006 2007 2008 

1.66 2.29 1.74 2.52 2.02 

Interpretation: Company has hi gher ratio of fillancial 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 (NA V) (Tk) 

Net Asset Value 
Net Asset Value per Share = --------- -

Number of Shares outstanding 

2004 2005 2006 2007 
122 124 125 131 

2008 
141 

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

the company. 

8.4.15 Year End 

Market Price per ;)niire;;;;j±'----±'-~~;__--

Interpretation: ~~ ".'~HP.16 company's market value 
.<':'.\':"'':':;}.:<'',,;,} . 

by number 
·."'."."'i'."'.'·'."'.'·'."'/ 

In 2008 company's 
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It is evitable for a company to analyze the strength & weakne~s 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 ClUTent time . 

9.1 Strength 

• Big loan range 

• Most of the is an indication of 

customer's "U1L"Y!...,.YVll. 

• 
• 
• 

• MFL is self "UL.U"'''" reliant 

MFls are better able to maintain theirs identity, ~~,,"' .. "'" 

• Excellent interpersonal relationships of iv1FL 

• Excellent training for low fee for the clients. 

9.2 Weakness 

• Low and old technical facilities, 

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

an increasing number of clients . 
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9.3 

• Growth rate of financial project is very low in MIDI. -, 
• MIDAS is even not known or well known by every bank (or their officers). 

• Rate of women entreprenems is not satistactory. 

• The MIDI program has no special futmes. Most of the banks have various credit 

programs with sector or area concentrated futures and priorities for their target 

groups. 

• SME 

increasing at a 

• Government 

• Default 

boost up this sector. For 

MFL also enjoys the 

industrial loan 

which would 

9.4 

• Local co-operative institutes are also very much 

• Central bank is not aware of informal loan 1"f"\r,,.., .,,hhn·, For this reason, the current 

status of borrowers can not be properly assessed. 

• As bank, non bank and other co-operative institutions an~ competing among others 

through extending the disbursement of loan, it wound increase default culture. 

• Complexity in legal procedure creates di fficulties in solving the dispute as the loan 

is completely collateral free. 
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•. 1 ,~ F~ 

10.1 Major Findings 

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

the 11IDI program of 11IDAS Financing Limited. 

• MFL is a 

• MFLhas a 

• MFL has a 

a:ct~tn.eplott~ntl.a l customers. 

• 
• 
• Lo cOlrunwlicate the offer 

,/"/ ofMFL. 

• There is no 

• Management is efficient, experienced and highly '1V.~'Hf9. '"'U' 

• Business growth is high . 

• Advertisement and media communication are hardly seen. 

• Brand name of 11IDAS provides some extra value to MFL. 

• 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 

• Cost & 

system. 

• Incentive 

• 

risky to expand rural areas at a time. 

• Of course the concentration should 

for maintaining high 

lNmeereelmg that you care about him 

point in. having clients 

LV~, U,.;:' ,: ;:'~.j,V.U .lU be set to urban and sub

primarily in several big 

too 

growmg areas and the 

potential enterprise development. It should not be forgotten at which areas the 

competitors are located. 

• Attract the clients to make voluntary savings. That gives them the possibility to 

have investment capital at the end of the repayment phase. 

• Prepare a questionnaire for the loanees for beneficiaries to evaluate the whole 

MIDI 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-prograllls. 

• 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 I~~,~I~~~.~.~ ••• B~ ~ '~.~~~ffi :~t-~;2~~· ••• ~~~~1~g[*i ~lld that the credit scheme is 

one of many. 

• More detailed "n,u,,,,,,, 

System) in 

enterprises, nPT·c<eli'i·E\j 

range. 

• Organize 

the MIS (Management Informaticn 

developments, strengths and 

percentage of borrowers 

location of the borrower 

related to the loan 

• infoffi1ation desk by big 

• Intensify the Df~~~~:~~~ lg~~ ~ ~]~j l,g~~~·~~l ~~~~\~~li~ ·.~~@i~~I~i~~Il.@~J~li~;~~~,~~1!~jm~; 1~~ or 

WEB) 

• Intensify the cooperation with newspapers, radio, 

• Strong personal contact with the client and good experiences of the borrower "vith 

the MIDI program wiJllead the clients to recommend the program. 

• When a client is a new bOlTower 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 teclmiques are mGre effective?). 
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12.1 Conclusion 

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

conscious for the 

introduced by some 

instances as a rural U'""'<., ... m ;'f.I 

distorted perspective 

development 

development 

necessary but not suff1s~xntiiict\)r 

infrastructure, 

Presented by: Shamsul Arefin Shuvo. ID 11 2004-3 -J 0-041 

micro finance as a rural 

financing as a rural 

ideology. It develops 

of micro credit is 

enterprise. Sufficient 

/ 

I 
I ! I , 

t· , 



JflDA FINANCING L1MIrhD (MFf,), ____ _ --fiJ 

Articles: 

• Some brochures of MIDAS Financing Limited. 

• Khandker, ~n;alJI:0~li8':11 ~)t-000'S~ BM~~.~;0?f~~j'(~ltIT~~nn Microcredit: Experience in 

• 
January 2001 

Web site: 

• 
• 

Books: 

• 
• 

C. Sondhi, 

• Small & Medium Scale Enterprises in 

and M. U. Ahmed & Wahidllddin Mahmlld. 

University Press. 

15 

• Micro credit and Micro entrepreneurship. Collateral Free Loan at Work III 

Bangladesh. By Wali 1. Mondai. 
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ADB 

BASC 

BRAC 

CCS 

CDBL 

CSE 

DSE 

EEF 

FAO 

GBP 

GTZ 

ICB 

IFAD 

LLS 

MFI 

MIDAS 

MIDI 

MFL 

//MSME 

NBFI 

NGO 

SEC 

SED 

SFDP 

SME 

UNDP 

USAID 

WED 

Asian Development Bank 

Business Advisory Services Center 

Bangladesh Rural Advancement Committee 

Consumers Credit Scheme 

Central Depository Bangladesh Limited. 

"J..">'.all'_'"' and Services 

Non Government Organization 

Security and Exchange Commission. 

Small Enterprise Development 

Small Fanners Development Project 

Small and Medium Enterprises 

United Nations Development Program 

United States Agency for International Development. 

Women Enterprise Dev~lopment 
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Nced Asscssment of the MIDI Project 

This questionnaire was //lade for Ihe purpose of ana/y::ing marketing situation of MIDI 

Program on MIDAS Finance Limiled. 

Objectives of tile questiollllaire: Need assessment of the projects under J..11Dl Program of 

MIDAS Financing Limii44(!.;lfiij.i. 
·,::":-:,:.:;'.:v,.,": 

1. How many proj~6ts werc developed and how many projects were approved from 

IRe meeting ofMrDAS Financing Limitcd? 

2. How much amoUhf6floan was sanctioned and 

3. How many appii~~n~n forms were sold? 

4. Out of number of application forms sold, 

5. 

6. 

7. 

was received as 

recovered? 

8. What was total incoll:c from MiD[ Program of 

to entreprenems? 

applications form were 

was 

9. What was total portfolio frolll M LDI Program of MIDAS Financing Limited? 

10 . How many projects were approvcd in different sectors under MIDI Program? What 

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

TlUll/1e YOIl for YOllr co-operation 
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1.0 PREAMBLE 

:MIDAS, in keeping with irs objective to promote and develop micro enterprises, 

launched its :MIDI (Micro Enterprise Development Initiative) Program in August, 

1993. Under this Program; MJDAS extends financial assistance in the form of 

short-term loans ranging from Tk.SO ,OOOI- to Tk. 1,000,0001- for the establishment 

and/or 

encapsulates 

disbursement, H~)o!',4~,~ '''1 

enterprises. This Policy 

matters relating to loan sanction, 

2.0. DEFINITION 

3.0. 

4.0 PROJECT SELECTION 

4.1 Any proposal for a MIDI loan will first be discussed with the sponsor. If the 

proposal is fOlUld admissible prima facie by the Interviewing Officer, the sponsor 

will the advised to apply for a loan in the prescribed fOlID. Applications received 

will be screened by a pre-appraisal selection cOlmnittee 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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4.2. Normally application from enterprises, both manufacturing and service-oriented, 

·1 
meeting the following criteria will be accepted for consideration: 

1. The total project cost does not exceed Tk. 2.0 million, 

2. The enterprise has a valid trade license, 

3. The enterprise is located in Bangladesh, 

4. It has prospects of positive cash flow, 

5. It has prospects of being financially viable, 

6. It is free from any long term loan liability, 

7. 

8. 

9. 

4.3. Innovative entemp$(~s ".,,>u~u entrepreneurs or providing 

5.0. 

5.1 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

a Bangladeshi citizen, 

The enterprise is the applicant's main 

The applicant is fully involved in the 

The applicant has no other institutional loan liability, 

be selected for sanction 

The applicant has necessary experience, skill, specialized projects, 

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

entrepreneurs will be given special consideration. 

6.0. LOAN CONDITIONS 

6.1. 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. 

6.2. The amount of Loan will not be less than Tk. 50,0001- and more than Tk. 

1,000,0001-. 

··"~Ii",al requirement, or working 

7.0. 

7 .1. The borrower ""lqH:.:·: ·~Ja ( simple) per annum 

provided that th~ t~~:~}Fbf/ 

'},.'<LJL .... UJLU'\.,\.J. on a daily product 

basis. 

7.2. be collected as deferred 

7.3. payment according to the 

the 

borrower. This rate is subject to revision at the dl~,y.[~rt~c)U 

Directors. 

7.4. For each installment paid in time a 10% rebate on 

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 implemer.tation period and the grace period . 

8.2. A maximum period of3 months will be allowed for implementing the project. 

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

9.0. 

9.1. 

300,0001- in 

borrower: 

1. Personal 'U::~'#<1'U"'" 

2. 

3. 

4. 

5. 

6. 

case of new loans and Tk. 

the loan and the service 

the enterprise to MIDAS; 

all project assets 

etc. shall remain 

/ .... 9.2. To secure loans ~il~~~,~~~~g !~~.· ~ f~8~8:§~~~~ •••• ·~~.· ~~i~~gj~~.~ g1-;'~~il~~.~~~.~~~II,ll~IJ; I~t~ 
be obtained in lieu of Third / 

Party Guarantee in addition to the other 

9.3. The MIDAS loan including the a(;crued service 

",~.'._,."", mentioned at Para 9 .1. 

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 75% 

9.4. 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 GUARANTEE 

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 cu:ti-state activity and does 

not have a previous record of any such act(s) , 

4. He/she is easily approachable, 

5. He/she has l~~li~iiffi~ill~$t~ti~ti~d~t¢~i~~~s loan, 

6. He/she hol~~~~'espectable position in the society, 

7. He/she has ~£~~ognized sourc~qfincome. 

11.0. LOAN APPLIJI~ION AND~~~~~ISAL FEE 

11.1. A price of Tk. 1~~~~ 'BSE~k~t~~~~:Il ~~~·~1~i.i4~~~~1~!~~~ fee equal to 1 % of the loan 

amowlt in the ~;~¢ '}~f.~~~ and r~~~~! I1§~~ an~< ~~ in the case of short-term 

additionalloaIg(~~6~~harged. Thb~i:{2~<~ld feei~4tfbe non-refundable. 

12.0. ADDI:ri(j~~tsfioRT-TERM LOAN 

12.1. To~~~~h~~iden~~~~r seasonal requirement an add~~l~~~lloan not exceeding @50% 

of th~"" current lo~i~~fu9 .llPt9c))qnQtl~,§§JlgtTk,f~ !Qd~~t mayp~~~HYt!Qn@.gjp favor 
of a project for a j~~s~i~fhi~¥B~i~~d .·il~~tj •••••••••••••••••••••••••••••••••••••••••••••••• ~. · •• · ••• · .~·.. , ••• , •• ,·., ••••••••••• '.·' ••• ,;}.i< .. ·< .... ) ....••... ' ...... } { .....••.•.....•.••. ,.' ..• '., 

1. The repayment of the previous loan is on sched~~i~; 
2. At least 6 installments of the existing loan hav~~¢¢~ paid; 

3. The disbursed loan has been inves~ed in the project; and 

4. The sum of the amoLmt of the current loan outstanding and the additional loan 

does not exceed the initial loan amount. 

12.2. Additional loans will be fully recovered including accrued service charge within 5 

months from the date of disbursement. 

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

1. SupplementalY Loan AI:,'Teement; 
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2. Personal Guarantee of the sponsor(s); 

3. Third Party Guarantee fr0111 the existing guarantor; 

4. Advance cheques covering the entire additional loan amount. 

13.0. REPEAT LOAN 

13.1 . Repeat loans not exceeding twice the amount of the prevIOUS loan may be 

sanctioned in favor ofthe project provided: 

1. 

2. 

3. 

13.2. A repeat loan WoUI ,,"Uv 

applicable to a UY:'~Ff".lJ..Ln 

14.0. 

14.1. 

15.0. 

15.1. 

seven days to 

through a sanction letter. 

15.2. The documentation of the loan shall be 

communication of the sanction. 

16.0. LOAN DISBURSEMENT 

loan and all the terms and conditions 

",,,',,,,,"."'." placed before the IRe and 

given 

1"''''Y,\,n-1J!lUl one month from datt of 

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

approved financing plan presented with the feasibili ty study of the project. If the 

first installment of the loan amount is required for fixed investment, the concerned 

project officer will exercise utmost prlldence to ensme that the amount disbursed is 

properly utilized. The installment for working capital will normally be disbmsed 

after the fixed capital investment has been completed. 

16 .3. No second or subsequent disbmsement will be made to the project unless an 

inspection has bee carried OLlt by the MonitoringlProject Officer of the project and a 

17.0. 

17.1. 

18.0. 

18.1. 

19.0. 

report has been 1M;1;~18~~~?;~[m~~tl~~2tl7~~0~m%8f:l:j GT:R~I::2HD; 
1. 

2. 

3. Whether a 

the service 

be first adjusted against 

days) in advance will be 

Installment shall start falling due after one of monthly repayment) 

from the date of completion of the implementation of the project. After 

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

smooth operation and timely recovery . 

20.0 RECOVERY OF OVERDUE 

20.l.. Up to 60 days 
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If an installment is not paid in time, the Project Offic~ 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 guidelines will be followed in classifying loans and initiating 

action against th~1 ~~~~\lt!~f1· .•• •·• • •••. • •••• ··i.·.·.·.··· ••. ·.· •..•••.•••• · ..•.. · .• ·•· ..•••.••.•.•.•.•.•••• ; ..••..••......•.•....•.........•..•.. ? •••. :: 

1. If the projecti)~$ already been implemented and is in production but not eaming 

sufficient cJ~ti i io repay the MIDAS loan or if the project has not been 

implemented li~ there is nqp~~~p~ct of its implementation, but the sponsor 

intends to rel.~~I ~he 10aI} ••• fI§~~ih~t sourcesp£ ~?'.9d enough to infonn MIDAS 

2. ;::: ;r::::lliI1!~f~:lrl~~.~i!~:i::r:oq::~ constrrunt and 

the project big~ i f~!i6 be via~J~~#~ii~~ sp~#~~f. appears to be dependable, 

sanction 9f ~~~dditional loan m~~ ~; consider~d~ 
3. If tlW~~lj~!~ j9 not eaming sufficient caslii ~d there is no hope of its 

i~R!il~hi:n~m future, or if the project has #§:t been implemented ar-d the 

:!~;::I.~i;ir.i.,tiill~_i~i~~:: 
notice will be served and further necessary acti~~~~lj be taken. 

21.0. RESCHEDULING OF LOANS 

21.1. In the case of default for reason(s) beyond th~ 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 

Intemal 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. 

:_ .0. LOAN CALL BACK 

23.0. 

24.0. 

If a Joanee-

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

ii) 

iii) 

iv) 

the entire vu •.• na ~-l',;~,~11h 

action shall be initiated. 

and the service charge 

shall be c1aiIi1ed. 

charge shall be placed 

25.0. CONCLUSION 

Notwithstanding anything contained herein, this previous policies, 

orders, guidelines, etc. relating to lending under the MIDI program. However, it will 

not invalidate any action taken or agreements made in respect, of the existing loan. 

This policy is subject to amendment, modification, and/or withdrawal to any time at 

the discretion of the MIDAS Board of Directors. 
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