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OUTLOOK Stable 

  

  

OXUS – Kyrgyz Republic 
 
 

  
 
 
 
 

FINANCIAL 

ANALYSIS  

AND CAPITAL 

ADEQUACY 

Profitability results of OXUS are positive in 2017, but still moderate. Improvement has been observed over the last 
three years due to the cost optimization strategy applied during previous years and continuous growth of loan 
portfolio. Given the credit methodology and disbursed loan size, operational efficiency is moderate with 
improvable operating expense ratio, while staff productivity is at adequate level. Loan portfolio quality is still good 
despite worsening during the last two years. Credit risk coverage is adequate. Capital adequacy ratio shows strong 
capacity to absorb losses. It has markedly improved in the last year thanks to fresh capital injection and 
transformation of ordinary loan into subordinated. Funding is limited to borrowings, which are adequately 
diversified. The liquidity position is good as of Dec-17 and exposure to market risks is limited. 

GOVERNANCE, 
RISK 

MANAGEMENT 

AND MARKET 

POSITIONING 

Shareholder structure of OXUS has been historically stable with no foreseen changes. Board of Directors ensures 
good strategic guidance and effective supervision of operations. The management team is experienced and 
committed. The risk management framework is overall adequate for the current institutional needs, however 
there is a room for improvement in terms of formalization and dedicated position. Institutional performance in HR 
management is moderate due to high staff turnover and training system which is not yet adequate. Internal control 
shows some room for improvement, while the internal audit is effective and independent. The institution operates 
in increasingly competitive environment and ranks among the top ten local MFIs, while regulatory risk is limited 
thanks to effective supervision of NBFIs by the regulator. 

 
  

Institution details Indicators Dec15 Dec16 Dec17

Legal form ROE -7.7% -5.2% 4.7%

Ownership ROA -1.0% -0.7% 0.9%

Year of inception Oper. Self-sufficiency (OSS) 95.4% 96.9% 102.9%

Financial Services Portfolio yield 37.8% 40.0% 38.5%

Credit methodology Other financ. income (on assets) 1.3% 0.8% 0.1%

Regulator/Supervisory Authority Other products yield (on assets) 0.2% 0.7% 0.3%
Operating expense ratio 23.7% 25.3% 21.7%

Institutional data Dec15 Dec16 Dec17 Financial expense ratio 12.7% 14.5% 11.0%
Clients (#) 5,087 5,271 6,036 Provisioning expense ratio 1.5% 1.6% 2.0%
Members (#) n/a n/a n/a Capital Adequacy Ratio (MFR) 13.6% 14.3% 28.6%
Active borrowers (#) 5,087 5,271 6,036 Equity to assets ratio 12.0% 14.4% 20.9%
Female borrowers 39.6% 35.3% 45.5% Cash Ratio 31.0% 8.7% 15.9%
Active loans (#) 4,951 5,301 6,202 Liquidity over total assets 12.1% 5.4% 4.0%
Active savers (#) n/a n/a n/a PAR 30 1.8% 3.1% 2.5%
Branches (#) 8 8 9 PAR 90 1.0% 1.9% 1.9%

Total staff (#) 77 83 90 Restructured portfolio 1.5% 1.5% 2.0%
Loan officers (#) 35 40 43 Write-off ratio 2.2% 1.2% 1.7%
Total assets (US$) 7,650,150 6,658,953 6,120,338 Average credit risk ratio 4.9% 4.9% 5.9%
Gross outstanding portfolio (US$) 3,726,846 4,677,532 5,924,694 Risk coverage ratio 83.7% 82.3% 92.2%
Total savings (US$) n/a n/a n/a Avg. disbursed loan size, US$ 1,163 1,322 1,281
Equity (US$) 920,496 959,568 1,280,863 Average loan balance / p.c. GNI 62.1% 80.7% 89.2%

n/a: not applicable
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AREA Rating Factors Judgment* Description

- Moderate sovereign rating.

+
Macroeconomic stability has improved after the local currency depreciation 

of 28.9% and related economic distress in 2015. Political stability is 

supported by peaceful presidential elections (Oct-17).

+ Effective credit bureau and good portfolio quality of the sector.

- Growing competition especially in urban areas.

+ Sound and effective regulation and supervision of NBFIs.

+ Stable and committed ownership capable of providing technical support.

+ Effective guidance and supervision provided by the BoD.

+ Adequate formalization of governance and low risk of conflict of interest.

+
Strong top management team with relevant background. Key person risk is 

adequately mitigated.

+ Risk management framework is suitable for size and scope of operations.

-
There is a room for improvement in terms of a dedicated risk management 

position and comprehensive risk management manual.

+ Business plan is comprehensive with clear goals and action plan.

+
Detailed financial projections are based on realistic assumptions and stress-

testing.

- Limited market positioning and coverage compared with main competitors.

-
Positive profitability in 2017 (ROE 4.7% and ROA 0.9%) is still not sufficient to 

offset losses accumulated during previous years.

- Sustainability was achieved in 2017, but OSS is still low (102.9% as of Dec-17).

+ Both profitability and sustainability are on a positive trend.

- Operating expense ratio is high (21.7% in 2017) and above the benchmark.

+ Staff productivity is adequate (67 borrowers per employee as of Dec-17).

+
Capital adequacy ratio is high (MFR CAR at 28.6% as of Dec-17) demonstrating 

strong capacity to absorb losses.

+
Trend is markedly positive due to recent capital injection (USD 250k) and 

transformation of ordinary loan from shareholder into subordinated (USD 

500k).

+ Adequate diversification of borrowings (mostly institutional lenders).

-
As a credit-only institution OXUS is not allowed to mobilize deposits from the 

public.

+ Negotiation capacity has strengthened.

+ Good liquidity position (cash ratio at 15.9% as of Dec-17).

+
Exposure to FX risk and interest rate risk is medium-low. NOP at 8.0% as of Dec-

17 in almost stable context.

- Level of formalization of liquidity and market risk management is improvable.

Funding 

Solvency

Profitability 

Moderate

Adequate

Good

Market and Regulation

Efficiency and productivity

Strategy and market 

positioning 

Moderate

*Ranking: Excellent, Good, Adequate, Moderate, Weak, Very Weak. The judgment and description contribute to determine the rating of the 

institution.

Excellent

Adequate

Adequate

Moderate

Ownership and 

Governance

Liquidity and market risks

Risk Management and 

decision making

Financial 

Profile

Adequate

Adequate

External 

Context

Governance 

and Strategy

Political and 

Macroeconomic Context
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AREA Rating Factors Judgment* Description

+
GLP is  evenly distributed among branches. Concentration in two largest 

regions is 67.3% of GLP as of Dec-17.

+
Portfolio is sufficiently diversified in terms of economic sector with the largest 

share corresponding to agriculture (34.2% of GLP as of Dec-17).

+
Risk of concentration in top borrowers is very low: outstanding debt of top 10 

borrowers accounts for 5.6% of total equity as of Dec-17.

+
Good portfolio quality: PAR30 of 2.5%, restructured portfolio of 2.0% and write-

off ratio at 1.7% as of Dec-17.

- Negative trend of the portfolio quality ratios.

-
Credit risk management framework is improving, although it is yet to be 

formalized.

+
Comprehensive and up-to-date credit policies and procedures and adequate 

client repayment capacity analysis.

+ Adequate credit risk coverage.

- Staff turnover is high (38.2% as of Dec-17).

+
Good level of formalization of HR processes. Regular performance appraisal 

and staff satisfaction surveys.

-
Staff training is improving, although it is yet to be tied with specific 

requirements per position.

-
MIS is not fully integrated as accounting is done through the separate 

software.

+ Effective support is provided in a timely manner.

+ Good reporting capacity of the institution.

+
Adequate segregation of functions and pre-disbursement cross-checks, 

although post-disbursement controls need improvement.

- Exposure to the risk of cash handling.

- Operational risk management framework is yet to be formalized.

+
Effective and independent internal audit department reporting directly to the 

BoD and Audit and Risk Committee.

Adequate
Internal Control and 

Internal Audit

Moderate

Good

*Ranking: Excellent, Good, Adequate, Moderate, Weak, Very Weak. The judgment and description contribute to determine the rating of the 

institution.

Management Information 

System

Human Resources

Loan Portfolio 

Quality

Loan portfolio quality

Loan portfolio 

concentration

Systems and 

Controls

Credit risk management 

and coverage
Adequate

Good

Adequate
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Benchmark1
 

 

  
  

                                                
1 Source: MicroFinanza Rating database for the period 2012-2017 (80% of the observations are from 2015-2017). ECA: Eastern and Central Asia. NBFI: 
Non-Bank Financial Institution.  Small outreach: < 10,000 borrowers. Young: 5-15 years. 

OXUS

ECA

NBFI

No deposits

Small Outreach

Young

Average loan balance per borrower / GNI per capita 

OXUS

ECA

NBFI

No deposits

Small Outreach

Young

Number of active borrowers 

OXUS

ECA

NBFI

No deposits

Small Outreach

Young

Portfolio at risk > 30 days 

OXUS

ECA

NBFI

No deposits

Small Outreach

Young

Yield on gross portfolio (nominal) 

0.0% 2.5% 5.0%

OXUS

ECA

NBFI

No deposits

Small Outreach

Young

Return on assets 

OXUS

ECA

NBFI

No deposits

Small Outreach

Young

Millions

Gross Loan Portfolio in USD

OXUS

ECA

NBFI

No deposits

Small Outreach

Young

Operating expense / loan portfolio 

OXUS

ECA

NBFI

No deposits

Small Outreach

Young

Borrowers per staff member
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Macroeconomic Context2- Kyrgyz Republic 
 

 

                                                
2** Assessing the regulatory environment for financial inclusion and the implementation of relevant public policies. 
*** For more information on the Microfinance Index of Market Outreach and Saturation (MIMOSA), go to http://mimosaindex.org/.  

Sovereign Risk*

Dec-15 Dec-16 Dec-17 Apr-18

Fitch Ratings na na na na

Moody's B2 (Stable) B2 (Stable) B2 (Stable) B2 (Stable)

Standard & Poor's B (Stable) na na na

Source: Trading Economics, Moody's.  *Long-term, foreign currency.  na = not available

Macroeconomic Indicators

Dec-15 Dec-16 Dec-17

GDP per capita (current LCU) 72,267 75,340 na

Exchange rate to USD 75.90 69.23 68.84

GNI per capita Atlas method (current US$) 1,180 1,100 na
GDP growth (annual %) 3.88% 3.83% na

Current account balance (% of GDP) -15.76% -12.09% na
Source: World Bank, IMF's IFS database (exchange rate). na = not available

Figure 1: Inflation and interest rates Figure 2: Exchange rate to USD

Source: IMF's IFS database. Source: IMF's IFS database.

Social Indicators

Data Source Year
Population, total 6,082,700        World Bank 2016

Human development index (HDI) 0.664 UNDP 2016

- Level medium UNDP 2016
Poverty headcount ratio at national poverty lines 25.4% World Bank 2016

Poverty headcount ratio at $3.20 a day 19.1% World Bank 2016
Poverty headcount ratio at $1.90 a day 1.4% World Bank 2016

Population not completed primary school 0.0% World Bank 2016
Enabling environment for financial inclusion** 0.48 Economic Intelligence Unit 2015

- Country ranking 27/55 Economic Intelligence Unit 2015
Population without bank account 60.1% Global Findex 2017

Population without access to formal credit 90.6% Global Findex 2017

MIMOSA Score*** 3.0 MIMOSA 2016

-1.0%

4.0%
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14.0%

19.0%

24.0%

29.0%

Inflation (end of period) Lending rate Deposit rate

50.00
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1. Governance & Strategy 
 
OKG has achieved a good performance in the 
Governance and Strategy area. 
 
OXUS Kyrgyzstan (OKG) was created on the basis of 
microfinance programme implemented by ACTED in the 
Kyrgyz Republic in 2003. It was registered as a closed joint-
stock company in the Ministry of Justice and licensed as a 
micro credit company by the National Bank of the Kyrgyz 
Republic (NBKR) in 2006. OKG is a regulated institution 
and as such, it is required to provide quarterly reports to 
the Central Bank, and is subject to comprehensive or 
thematic audits. 

Institution is one of the OXUS Group affiliates. OXUS 
Group is represented by OXUS Development Network 
(ODN) providing technical assistance and consulting and 
OXUS Holding (OXH) performing a role of investment 
vehicle of the group. Other two affiliates are microfinance 
institutions in Tajikistan and Afghanistan. 

Headquarters of OKG are located in the capital of the 
country - Bishkek, while areas of operation include both 
largest cities (Bishkek and Osh) and three out of seven 
country regions. 

OKG’s offer of financial services consists of six loan 
products in local currency provided for the following 
purposes: agro, business, consumer, housing, education 
and health. Housing loans provided by the institution 
include loans disbursed using own funds and loans 
disbursed within the IFC housing microfinance financing 
programme. Borrowers of the latter loans also receive 
relevant consultations on construction and renovation. 

 

Ownership structure and support 
OKG is owned by ACTED and OXUS Group representatives. 

 

Institution shows good historical stability of the 
ownership structure. ACTED and ODN were sole 
shareholders of OKG since inception and OXH joined in the 
last five years. The latest change reinforces ACTED’s 
commitment to the institution as ACTED is the majority 
shareholder of the OXH. There are no plans to change 
ownership structure in the foreseeable future. 

Shareholders’ support during contingency is good as 
demonstrated by the constant support provided to the 
institution during the unprofitable years. However, 
financial capacity is limited since majority shareholder is a 
non-profit organization. 

ODN was specifically designed to supervise OXUS Group 
affiliates and provide consulting services to them. 
Shareholders also assist in attracting technical assistance 
from third parties when needed. 

 

Corporate governance 
General Meeting of Shareholders taking place once a year 
is the supreme governance body in OKG. The Board of 
Directors (BoD) comprises 5 members, including 2 
independent members. BoD Chairman is Mr. Sebastien 
Duquet. 

BoD Members have extensive experience in banking, 
microfinance and international development. Their 
competences are diversified, however, BoD could be 
strengthened by attracting members with background in 
risk management. BoD is capable of providing good 
strategic guidance to the top management. 

BoD Chairman is actively involved in the supervision of 
management and closely monitors institution’s 
performance with up to 3 field visits per year. Formal 
evaluation of the CEO is carried out regularly. BoD meets 
each quarter with the requirement of at least two 
in-person meetings per year. Additional meetings on 
pricing, funding, etc. also take place when needed. 
Minutes of the meetings are taken and approved by 
members. There are two committees at BoD level: Audit 
and Risk committee and SPM committee. 

The quality of the communication flow between BoD and 
top management is high. Information provided to the BoD 
consists of regular report on operations covering sector 
development, financial results, portfolio growth and 
quality, productivity, HR and IT issues, which can be 
complemented by other reports in case of relevance or 
specific requests (pricing, budget, regulatory changes, 
etc.). 

BoD policy covering key functions and responsibilities of 
members is in place. Risk of conflict of interest is low as 
potential conflict of interest is partly addressed in internal 
regulations (e.g. disclosing interest in any transaction 
company enters, family ties with staff) and there is no 
evidence of its relevance at BoD level. 

 
Management team and decision-making 
Top management team consisting of CEO, CFO and COO is 
led by Mr. Denis Khomyakov, who has been in the 
institution since 2015. Management members are skilled 
and committed to the institution. In 2017, previous COO 
left the institution, however, was replaced by experienced 
internal candidate. 

The effectiveness of management’s decision-making 
process is good thanks to the relatively small team and 
frequent meetings. Regular committees at management 
level include ALCO and HR. 

December 17

Ownership Amount* % shares
0 0 0

ACTED 66,429,000 44.39%

OXUS Development Network 90,000 0.06%
OXUS Holding 83,116,000 55.55%0 0% 0%

Total 149,635,000 100.00%

* KGS
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Key person risk is relevant for the institution, however, 
this is mitigated by succession planning for key 
management positions. 

 
Risk Management 

The BoD and management team demonstrate good 
capacities to identify and manage risks. However, risk 
management is challenged by a lack of dedicated 
position3. 

Currently, risk management function is performed by BoD 
and top management team through meetings of ALCO and 
Audit and Risk Committee. Both committees show 
sufficient level of formalization with detailed internal 
regulations and minutes which are regularly taken and 
approved by members. CFO is responsible for monitoring 
liquidity and market risks (FX, interest rate, counterparty), 
while COO covers credit risk. 

There is no formal risk management policy: relevant risks 
are partly addressed in ALCO and Audit and Risk 
Committee regulations. There are internal limits on NOP 
and counterparty risk. In addition to this, OKG has to 
comply with regulatory requirements and lenders’ 
covenants. Current risk management framework could 
benefit from adopting a comprehensive risk mapping tool 
for tracking key risk exposures and identifying mitigation 
strategies for them. 

Risk monitoring tools meet the needs of current scope of 
operations. Top Management provides systematic risk 
reports to the Board. Regulatory reports are provided on 
quarterly basis. They are detailed and cover financial 
performance results including off-balance sheet items, 
portfolio structure and quality, details on delinquent 
borrowers and compliance with the prudential ratios (i.e. 
capital adequacy ratio limits, borrowings from 
shareholders) among other aspects. 

 
Strategy and financial projections 
The business plan (BP) for the period 2015-2018 is 
comprehensive and covers macroeconomic context, 
sector development and competition, SWOT-analysis, 
strategic goals per area and activity matrix with timeframe 
for achievement. It has been approved by BoD. 

Detailed annual budget covers goals and projects per area 
of operations, but lacks assigned responsibilities and 
specific deadlines. 

Financial projections prepared for annual budget cover 
balance sheet, income statement and set of selected 
indicators (including portfolio quality and scale of 
operations) for the upcoming four-year period. Process of 
forecasting is also supplemented by multiple scenario 
analysis taking into account different risk factors 

                                                
3 Risk Manager vacancy is open and announced but OKG struggles with 
finding a qualified candidate. 

(decreasing interest rate, worsening portfolio quality, 
increasing hedging and funding costs, troubles with 
funding and significant currency devaluation). Financial 
projections are achievable because portfolio targets are 
set in close coordination with branches and realistic 
assumptions (including gradual expansion of branch 
network). Follow-up on projections and analysis of 
deviations are conducted on a monthly basis. 

   
 
Portfolio growth has been responsible: average growth 
over the past three years was 10.9%. OKG started 
downsizing in 2014 closing branches and reducing 
portfolio (e.g. portfolio shrank by 7.6% in 2015). After 
seeing improvements in profitability, Management 
decided to open new branches that helped to achieve 
growth of 25.9% in 2017. 

Nevertheless, portfolio growth target for 2017 of 32% was 
not fully achieved mainly because average disbursed loan 
size turned out to be lower than projected. On the other 
hand, OKG faced challenges with expanding loan officer 
team to the size set in the Business Plan. At the same time, 
projections for net income were achieved thanks to lower 
FX losses than projected. 

Growth target for 2018 is set at the level of 27.1%. Top 
Management and branch management report that this is 
a realistic target because OKG operates in a healthy 
competitive environment with effective credit bureau 
system and shows good portfolio quality4. 

 
Market positioning 
OKG operates through a network of 9 branches in 2 largest 
cities and 3 out of 7 regions of the Kyrgyz Republic. 
Outreach of the institution in terms of number of 
borrowers is adequate in comparison with peers in the 
country. OKG is among top 10 MFIs in the Kyrgyz Republic 
and competes with MFIs and Commercial Banks. As per its 
mission, OKG targets working poor and underbanked and 
uses fast loan processing and more flexible loan 
requirements as one of its main advantages. 

Despite having history of more than 10 years in the market 
OKG’s brand recognition is not strong yet, but measures 
to strengthen the market awareness are currently under 
development. One of the hampering factors in the past 
was absence of the dedicated marketing manager, which 
was recently hired. 

4 See Chap.3 Credit risk management for further details. 

Actual Year 1 Year 2

Projected Financial Indicators Dec17 Dec18 Dec19

Return on Equity (ROE) 4.7% 8.0% 6.3%

Return on Assets (ROA) 0.9% 1.5% 1.1%

Gross Loan Portfolio growth-YoY 25.9% 27.1% 30.0%

Operational Self-Suffic. (OSS) 102.9% 107.0% 106.1%

Operating expense ratio (on GLP) 21.7% 19.8% 17.2%

Source: OXUS, adapted by MFR
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Product offer of OKG is overall competitive and 
diversified. Pricing is in line with the main competitors. 
However, current loan products do not necessarily meet 
all of the financing needs of clients as maximum loan 
amount is low in comparison with other MFIs. OKG also 
provides non-financial services within the framework of 
the IFC housing loan product. This includes providing 
consultations, video-materials and leaflets on 
construction and renovation and discount coupons for the 
purchase of materials from partner organizations. 

Delivery channels are overall convenient as 
disbursements are done through banks, while repayment 
channels offer variety of options including branches, 
banks and e-wallets and are expected to expand (e.g. 
plastic cards with a local bank). 

In addition to the data from local MFI network, 
comprehensive market analysis covering product offer of 
competitors is conducted on a quarterly basis by the 
marketing manager. However, actual and potential 
market penetration are not formally assessed. 

 

2. Financial Profile 
 
OKG has achieved a moderate performance in 
profitability and sustainability and a good performance 
in Solvency and ALM. 
 

Profitability and sustainability 
In 2017, OKG reported positive profitability for the first 
time since inception5: ROE and ROA reached 4.7% and 
0.9% respectively. However, generated profit is yet to 
offset accumulated losses of previous years KGS 65.9M/ 
USD 957.1k (as of Dec-16). 

Overall, profitability is on a positive trend. In 2014-2015, 
the institution adopted a cost optimization6 strategy, 
upon completion of which OKG focused on portfolio 
growth and initially increased loan pricing. Positive 
returns were projected for 2016, however, unexpectedly 
high hedging costs impeded achievement of projections. 
Sustainability was achieved in 2017, although OSS ratio 
still remains low (102.9% as of Dec-17). 

Institution has received some donations in 2016-2017. 
ROE and ROA after donations reached 5.4% and 1.0% 
respectively, while their impact in 2016 was insignificant. 

 
 

                                                
5 Management reports that positive returns were also shown several 
years ago but they were related to changes in accounting policy and 
were later rolled back. 
6 This included downsizing the network, optimizing HO structure and 
changing CBS to reduce maintenance fees among other measures. 

Adjusted profitability and sustainability indicators have 
similar dynamics and AROE and AROA are positive, 
although slightly lower: 2.2% and 0.4% respectively, while 
Financial Self-Sufficiency (FSS) is at 101.3%7. The only 
factor contributing to the adjustments is inflation. 

Assets concentration in the core business is good as net 
loan portfolio stands at 93.2% of total assets as of Dec-17. 
Reduction of total assets as well as changes in assets 
structure observed in 2016-2017 are caused by the 
change in hedging strategy. Previously, OKG used 
borrowings in local currency backed by foreign currency 
deposits (B2B agreements), which it gradually replaced 
with non-deliverable SWAP agreements, accounted in off-
balance sheet items. 

 
* Other short term assets have negative values as they include 
non-amortized part of commissions from loan disbursements and early 
loan prepayments made by clients, which were deducted from net 
outstanding portfolio reported in the audited financial statements. 

 

Revenues and Expenses structure 
Portfolio yield is the only source of income. It stands at 
38.5% in Dec-17, at the level that allows to cover total 
costs (34.7% on average GLP). Portfolio yield increased in 
2016 as OKG raised interest rates to cover higher 
expenses mainly related to implementation of new 
software. In 2017, OKG decided to improve its competitive 
edge and gradually lowered interest rates, while ensuring 
that sustainability was still achieved. 

Other sources of revenues are insignificant (below 1% on 
average assets as of Dec-17) and correspond mainly to the 
reimbursement of expenses. 

Financial expense ratio dropped in 2017 due to both 
overall lower funding expenses and lower impact from 
B2B loans. It is worth noting that the institution incurred 
other types of financial expenses – losses from SWAP fair 
value changes8 (USD 162.2k). 

Net interest margin shows an upward trend during the last 
three years mainly due to the reduction in B2B deposits in 

7 See Annex 1 for further details on adjustments and annex 2 for AROE, 
AROA and FSS. 
8 Not included in the mentioned ratio. 

Profitability and Sustainability Jan15-Dec15 Jan16-Dec16 Jan17-Dec17

Return on Equity (ROE) -7.7% -5.2% 4.7%

Return on Assets (ROA) -1.0% -0.7% 0.9%

Operational Self-Suffic. (OSS) 95.4% 96.9% 102.9%

38%
14% 4%

47%

68% 93%

13%
15%

0.0
1.0
2.0
3.0
4.0
5.0
6.0
7.0
8.0
9.0

Dec15 Dec16 Dec17

Assets structure* (US$ M)
Other Assets

Accrued

interest

Financial
Investments

Net Fixed
Assets

Net Loan

Portfolio

Cash and bank

deposits



OXUS, Kyrgyz Republic 

                    MicroFinanza Rating                                                                                                                                                            8 

the assets structure and decreasing financial expense 
ratio. 

Loan loss provision expense ratio has grown in 2016-2017 
due to the worsening portfolio quality. 

 
Operating expense ratio (OER) is high (21.7% on average 
GLP as of Dec-17) in comparison with peer institutions (on 
local and international level) providing comparable loan 
sizes (116.4% on p.c. GDP) and disbursing individual loans. 
Approximately 10% of the operating expenses are 
presented by Management Fees paid to ODN for its 
technical assistance and support. Operational efficiency is 
on a positive trend as a result of portfolio growth and 
absence of structural investments, while its growth in 
2016 was mainly driven by the expenses on the 
implementation of new management information system 
(MIS). 

Staff productivity is adequate (67 borrowers per staff 
member as of Dec-17) and has been stable over the last 
three years. However, loan officer productivity has room 
for improvement. It decreased in 2016 as OKG struggled 
with recruitment of qualified staff but bounced back to 
140 borrowers in 2017. However, it still remains below 
level of 2015 (145 borrowers per loan officer) and below 
that of local peers9 even considering average loan term 
and outreach. Productivity is challenged by high staff 
turnover. 

OKG expects to maintain positive profitability in the 
coming years through the expansion of the branch 
network, gradual increase in the average disbursed loan 
amount and expansion of loan officer team. 

 

Capital adequacy 
OKG demonstrates strong capacity to absorb losses with 
MFR capital adequacy ratio standing at 28.6% as of 
Dec-17. Total adjusted capital mainly comprises of Tier 1 
capital with the share of 66.7%, while the rest corresponds 
to the subordinated debt. CAR has doubled in comparison 
with 2016 due to the capital injection of USD 250k and 
transformation of the shareholder’s loan of USD 0.5M into 
subordinated debt. 

Total equity stands at USD 1.3M as of Dec-17, calculated 
as a difference between paid-in capital (USD 2.2M) and 
accumulated net deficit of retained earnings. 

                                                
9 Based on 2017 report of the Association of Microfinance Institutions 
of the Kyrgyz Republic (AMFI). 
10 Main differences between NBKR and MFR CAR calculation are 
treatment of subordinated debt and loan loss provision (the former is 

OKG is subject to the regulatory requirement on minimum 
CAR of 15% calculated according to the NBKR 
methodology. Institution meets this requirement as 
regulatory CAR stands at 21.4% as of Dec-1710. 

OKG complies with the investor CAR covenants ranging 
from 15% to 17%. Capital adequacy ratio calculated based 
on investor’s methodology stands at 31.5% as of Dec-1711. 

Capitalization strategy is based on reinvestment of future 
profits targeted on gradual offset of net accumulated 
deficit. Capital injections are not planned in short-term 
but may be considered if needed later. 

 
* Other short term liabilities include accrued interest and non-amortized 
part of commissions for borrowings, which were deducted from short 
term loans reported in the audited financial statements. 

 

Structure of liabilities and equity 
As a microcredit company, OKG is not eligible for deposit 
mobilization or bond issuance as per local laws. Its funding 
structure is a mix of equity (21.2%) and a prevailing share 
of debt instruments (74.7%). 

As of Dec-17, total liabilities (USD 4.8M) comprise mainly 
long term (54.0%) and short term (27.0%) and 
subordinated debt (13.4%). Other liabilities, mostly 
accrued interest (80.6% of other liabilities), account for 
5.6% of total liabilities. 

Borrowings are adequately diversified: combined share of 
two largest lenders in total borrowings (USD 4.6M) 
reaches only 43.6%. As of Dec-17, all borrowings are from 
international institutional lenders. OKG makes a limited 
use of local funding opportunities mostly due to a higher 
cost. 

Cost of funds ratio has reached 12.0% as of Dec-17. 
Overall, cost of borrowings is decreasing as market 
stability in the Kyrgyz Republic has improved. Upward 
trend in the ratio results from a change in hedging 
strategy. In 2016, OKG replaced its borrowings within B2B 

not included, while the latter is included in the total adjusted capital) 
and use of total assets instead of the risk weighted assets. 
11 Calculation methodology is similar to MFR’s methodology except a 
more conservative treatment of subordinated debt by MFR. 

Revenues and Expenses Structure Jan15-Dec15 Jan16-Dec16 Jan17-Dec17

Portfolio yield 37.8% 40.0% 38.5%

Other financ. income (on assets) 1.3% 0.8% 0.1%

Other products yield (on assets) 0.2% 0.7% 0.3%

Operating expense ratio (on GLP) 23.7% 25.3% 21.7%

Financial expense ratio* 12.7% 14.5% 11.0%

Provision expense ratio 1.5% 1.6% 2.0%

* exchange rate variations not included.
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agreements that costed less than traditional loans with 
SWAP agreements accounted off-balance. 

Funding stability is adequate and on an improving trend. 
OKG has strengthened its negotiation capacity as 
evidenced by mobilization of institutional lenders, but it is 
yet to build long-term partnerships with them. Funding 
needs for the next year are fully met by informal 
agreements with a number of sources. 

 
Asset liability management 
Operational liquidity management meets current 
institutional needs. CFO is responsible for liquidity 
management, while ALCO12 supervises the process. ALCO 
meetings take place at least once a month and cover 
current liquidity position, future needs and measures to 
meet them. 

Liquidity is managed through comprehensive cash-flow 
projections prepared for annual budget with monthly 
updates and weekly reviews of liquidity position and cash 
needs of each branch for the upcoming quarter. However, 
liquidity management framework is not formalized along 
with the absence of regular maturity gap analysis (only 
when requested by lenders). Liquidity ratio limits are not 
set by internal policy or investor covenants. 

As of Dec-17, OKG’s liquidity position is good. Cash ratio 
(on short-term liabilities) stands at 15.9%. Liquidity 
represents 4.0% of total assets (averaging 6.6% during the 
last 12 months). 

As of Dec-17, maturity gap analysis based on the 
contractual scenario shows negative net position in the 
ageing categories of 1 to 2 and 2 to 5 years due to the 
mismatch of maturities of loans and borrowings. 

Liquidity contingency plan is not formalized, nevertheless, 
there are informally agreed mitigating measures (e.g. 
signed credit lines for KGS 20M/ USD 290.1k, contingent 
financial support from shareholder, etc.). 

 
 
 

                                                
12 ALCO includes CEO, CFO, CEO of ODN (Chairman of BoD), operation 
expert from ODN, investment manager from ODN. 

Market risk management 
OKG is exposed to foreign exchange risk due to a 
mismatch in currency of borrowings and loans. As per 
local laws, OKG is allowed to disburse loans only in local 
currency. Despite the absence of formal FX risk 
management policy tools for monitoring are adequate. 
Internal limits on NOP are more prudent than those set by 
lenders. 

OKG is exposed to medium-low level of FX risk taking into 
account almost stable context and high CAR levels. As of 
Dec-17, OKG has total NOP corresponding to 8.0% of 
equity. Mitigating measures for FX risk include SWAP 
agreements with local banks. 

OKG does not regularly monitor interest rate risk as all of 
its borrowings bear fixed rates. Maturity gap analysis is 
conducted on request of lenders. 

Interest rate risk is of medium-low relevance for OKG. As 
of Dec-17, institution is “asset sensitive” according to the 
repricing gap analysis and potential impact of 200 basis 
points variation on equity and net financial income is 4%. 

 

3. Loan Portfolio Quality  
 
OKG has achieved a good performance in Loan Portfolio 
Quality Area. 
 

 
 
Risk of loan portfolio concentration 
As of Dec-17, OKG has an outstanding portfolio of USD 
5.9M. GLP demonstrates adequate diversification across 
economic sectors as agriculture having the largest share 
corresponds to 34.2% of GLP as of Dec-17. Other 
important sectors are housing (18.9%), trade (17.3%) and 
consumption (14.7%). 

Loan portfolio is evenly distributed among branches as 
two largest branches (Bishkek and Osh) account for 31.9% 
of GLP as of Dec-17. 
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Portfolio Features* Jan15-Dec15 Jan16-Dec16 Jan17-Dec17

Gross outstanding portfolio (US$) 3,726,846 4,677,539 5,924,694

Individual agro loan na na 34.0%

Individual business loan na na 30.7%

Individual consumer loan na na 14.6%

Individual housing loan na na 20.6%

Individual health loan na na 0.0%

Individual education loan na na 0.1%0 0 0 0

Gross outstanding portfolio (KGS) 282,865,000 323,826,000 407,853,000

Growth of gross portfolio (KGS) -7.6% 14.5% 25.9%

Number of active borrowers 5,087 5,271 6,036

Number of active loans 4,951 5,301 6,202

Avg. disbursed loan size, US$ 1,163 1,322 1,281
Avg. disb. loan / p.c. GNI 99% 120% 116%0 0 0 0
na: not available 

* Data on portfolio breakdown by product is not available for 2015-2016 due 

to the software migration.



OXUS, Kyrgyz Republic 

                    MicroFinanza Rating                                                                                                                                                            10 

Geographical concentration of GLP is acceptable with two 
largest regions (Jalal-Abad and Bishkek) representing 
67.3% of GLP as of Dec-17. 

Concentration risk in top borrowers is very low, since the 
largest borrower and the top 10 borrowers represent only 
0.6% and 5.6% of total equity respectively. 

 

Loan portfolio quality 
Portfolio quality of OKG is good with PAR 30 standing at 
2.5% as of Dec-17, which is slightly above average PAR30 
of AMFI members13. 

Portfolio quality has slightly declined in 2017 because 
even if PAR 90 is the same, the restructured loans and the 
written–off loans display a worsening trend, which is also 
reflected in increasing average credit risk ratio14. One of 
the factors behind portfolio quality trend is the fraud case 
in one of the branches in 2017. 

 
 

As of Dec-17, analysis of portfolio at risk by economic 
sector indicates higher risk in the trade sector, while 
better performance than the average is demonstrated in 
the services. 

 
 
Regarding the products composition, OKG’s business and 
consumer loans show higher than average PAR30, while 
housing and agro loans perform slightly better than the 
average. 

 

                                                
13 Average PAR30 of AMFI members stands at 2.3% as of Dec-17. 

In terms of branches, PAR30 is significantly higher than 
average in Osh (6.5%) and Jalal-Abad (5.3%) branches, 
whereas Kyzylkiya (0.1%) and Kerben (0.3%) perform 
much better than average. 

 
Credit risk management   
Credit policies and procedures are good in terms of 
formalization and completeness and are regularly 
updated. Policy dissemination to staff shows space for 
improvement. Credit risk management framework is 
improving, although it is yet to be formalized. 

Client’s repayment capacity analysis is overall adequate 
and tailored to the product (e.g. analysis differ for 
consumption, business and agro loans). Debt service 
threshold is prudential (net household income must cover 
loan instalment by 150%) but its calculation could be 
enhanced with introduction of minimum required level of 
expenses per household member depending on 
household characteristics and location. 

Credit history of borrowers, their spouses, guarantors and 
any other family members whose income is taken into 
account in repayment capacity analysis is checked for all 
products and cycles. Parallel loans are allowed but only up 
to two loans per household. If the household’s total 
outstanding debt including future loan from OKG will 
exceed KGS 70k/USD 1k then approval of HO is required. 

Loan approval policy is overall adequately structured with 
credit committees at the branch and HO level depending 
on loan amount and risk level (e.g. restructuring, 
refinancing). Loan approval is fairly decentralized as more 
than 80% of loans is approved at the branch level. 
Maximum loan amount which can be approved at the 
branch manager level is KGS 350k/USD 5.1k. However, 
there is an alarming practice of allowing peer officers to 
form a credit committee for approval of smaller loans (up 
to KGS 150k / USD 2.2k). This is partly mitigated by a 
requirement for credit administrators to review loan files 
prepared by loan officers before the disbursement.  That 
said, internal portfolio reports show that loans within KGS 
50k-200k (likely to be approved on branch level and 
require no hard collateral) have the highest PAR30. 

Client visits are conducted by loan officers before the 
disbursement for all loans, while post-disbursement visits 
are conducted only for large loans (KGS 300k/ USD 4.4k). 

Debt recovery process is formalized and cover necessary 
steps and responsible staff members depending on days 
in arrears. In addition to loan officers branches have 
dedicated lawyers or debt collectors to work with 
delinquency. Procedures clearly define cases in which 
restructuring can be applied. 

14 Average credit risk ratio: (Average PAR30 + Average restructured 
portfolio 0-30 days + Written-off portfolio) / Average Gross Portfolio. 

Portfolio Quality Indicators Jan15-Dec15 Jan16-Dec16 Jan17-Dec17

PAR 1 6.7% 7.3% 4.0%

PAR 30 1.8% 3.1% 2.5%

PAR 90 1.0% 1.9% 1.9%

PAR 180 0.3% 1.1% 1.3%

PAR 365 0.0% 0.0% 0.0%0 0 0 00 0 0 0

Restructured portfolio 1.5% 1.5% 2.0%

Restructured portfolio (PAR 30) 14.5% 36.1% 23.6%

Write off ratio 2.2% 1.2% 1.7%

Average credit risk ratio 4.9% 4.9% 5.9%0 0 0 0

December 17

Sector
% of outst. 

portfolio

PAR > 30 

days

PAR > 30

weighted

Trade 17.3% 4.1% 0.7%

Services 3.6% 0.4% 0.0%

Agriculture 34.2% 1.9% 0.6%

Production, processing & handicr. 2.6% 2.3% 0.1%

Housing 18.9% 1.8% 0.3%

Consumption 14.7% 3.8% 0.6%

Other 8.8% 2.4% 0.2%0 0% 0.00% 0.00%

TOTAL 100% 2.5%

December 17

Loan Product
% of outst. 

portfolio

PAR > 30 

days

PAR > 30

weighted0 0 0 0

Individual agro loan 34.0% 1.7% 0.6%

Individual business loan 30.7% 3.4% 1.0%

Individual consumer loan 14.6% 3.8% 0.6%

Individual housing loan 20.6% 1.6% 0.3%

Individual health loan 0.0%

Individual education loan 0.1% 0.0% 0.0%

TOTAL 100.0% 0.0% 2.5%
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The quality of loan portfolio reports is good. Monthly 
updated reports cover portfolio breakdown by branches 
and products, while quarterly reports provided to the 
Audit and Risk Committee include analysis of portfolio 
quality depending on loan amount, branch, collateral and 
disbursement date (vintage analysis). 

Concentration limits for the loan portfolio by region, 
product and economic sector are yet to be set. 

 
Credit risk coverage 
Credit risk coverage is adequate considering that loan loss 
reserve fully covers portfolio with arrears over 30 days 
(148.7%) and a good share of restructured loans 0-30 
days. No adjustments for additional provisioning were 
made based on MFR provisioning scale (see annex 1 for 
further details). 

As of Dec-17, only 17.2% of the GLP is fully backed by hard 
collateral (i.e. mortgage), while the remaining portfolio is 
backed by guarantors (10.8%) or unsecured (72.0%). 

OKG’s loan loss provisioning practices comply with the 
regulatory requirements. By the end of 2018, OKG plans 
to adjust its provisioning policy with IFRS 9.0 standards. 

 

 

4. Systems & Controls  
 
OKG has achieved an adequate performance in Systems 
and Controls Area. 
 

Human resource management 
HR Management is moderate due to a persistently high 
turnover and staff training that despite improvements, 
still has room for standardization. 

OKG has a dedicated HR position, however, it was filled 
recently (Apr-18) after the exit of previous HR manager. 
HR policies and procedures are complete and well 
formalized, but there is a room for improvement in their 
dissemination. 

 
 

Staff turnover is very high standing at 38.2% as of Dec-17. 
However, trend shows improvement over the last years. 
Staff turnover was high in the HO in the past, but as of 
Apr-18, there is no evidence of turnover concentration in 

a certain staff category. Some turnover is attributed to 
poor performance and subsequent dismissals. Reasons for 
voluntary leave include low remuneration, career 
advances or personal reasons. As a mitigation, 
Management and Board revised compensation structure 
raising fixed portion of the pay and reducing a share of 
incentive. Staff satisfaction with the new compensation 
structure is yet to be analysed.  Staff satisfaction surveys 
are carried out once a year. 

One of the key concerns in HR is communication between 
the HO and branches. 

Salary surveys are conducted unofficially with partial 
exchange of information between main competitors but 
on a regular basis. As of Apr-18, staff remuneration is in 
line with that of peers. Monthly incentive scheme is in 
place for loan officers. It values portfolio quality more 
than quantity and reaches up to 15% of monthly gross 
salary. 

OKG has an adequate performance appraisal system. 
Most of the employees are evaluated on an annual basis 
by branch managers. This covers quantitative and 
qualitative results as well as work ethics with evaluation 
form differing per position. The practice has been 
improved recently with COO’s direct involvement in the 
process. 

Staff training system is moderate, although shows good 
improvements thanks to creation of a dedicated position. 
In 2017, OKG adopted a formal induction practice for new-
hires in the Southern region and expects to replicate the 
practice in the North. Formal training plan is in place, but 
it is based on isolated training sessions and is yet to be 
integrated with the career development plans. Access to 
external trainings is limited. 

Career development plans are discussed only informally, 
but career opportunities are transparent with formalized 
requirements for promotion. Staff reserve for loan officer 
position has been created recently. Similar practice for 
branch manager position is planned to be carried out in 
Jun-18. 

 
Information technology  
OKG has a dedicated IT department comprising MIS 
manager and IT officer, whose responsibilities include 
software development, maintenance and hardware. IT 
processes are centralized and IT support for branches is 
adequate: it is provided remotely or through outsourcing 
if necessary. 

Institution uses Abacus MIS, an integrated software with 
credit and accounting modules. However, due to the 
significant differences in approaches accounting module 
is not utilized. OKG uses local 1C accounting software and 
manually transfers data from lending module. Integration 
of 1C and Abacus is in plans although there is no set 
timeline for it. MIS was purchased from and implemented 

Credit risk coverage Jan15-Dec15 Jan16-Dec16 Jan17-Dec17

Provisioning expense ratio 1.5% 1.6% 2.0%

Loan loss reserve ratio 2.6% 3.3% 3.7%

Risk coverage ratio (PAR30) 143.3% 108.7% 148.7%

Risk coverage (PAR30 + r. 0-30) 83.7% 82.3% 92.2%

Personnel Jan15-Dec15 Jan16-Dec16 Jan17-Dec17
0 0 0 0

Total 77 83 90

   Loan officers 35 40 43

   Other staff 42 43 47

Staff growth 10.0% 7.8% 8.4%

Staff turnover rate 44.9% 43.8% 38.2%0 0 0 0

Source: OXUS, adapted by MFR
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by the Fern Software in Nov-16. Reporting needs of OKG 
are fulfilled through the separate programme BizNet 
provided by the Fern Software. 

Internal capacity to tweak the MIS to the specific needs of 
the institution is low. However, this is mitigated by 
effective and efficient support provided by Fern Software. 
IT department is supported by project manager who 
coordinates the ongoing process of MIS configuration 
with the provider. 

Database is stored in HO. Branches are connected to the 
HO in real time. Alternative connection channels are 
envisaged to minimize risks associated with potential 
connectivity issues. 

Quantity and quality of information generated by the MIS 
is good. BizNet enables flexible reporting capacity. 

Flexibility and scalability of the MIS is overall adequate, 
although pricey. MIS is regularly updated and customized 
by the provider upon OKG’s request. 

Mitigation of technological risk is adequate. IT and 
information security (IS) manuals are formalized along 
with the limited internet access, individual MIS credentials 
with differentiated rights, password renewal policy and 
regular trainings on IS. Data is secured and backed-up 
daily on a server with further monthly transfers to DVDs. 

Disaster recovery plan is in place, even though it’s fairly 
generic. 

 

Internal control 
Organizational structure lacks a dedicated position for 
internal controls given the level of loan approval 
decentralization (more than 80% of loans are approved at 
branch level). Operational management, liquidity 
management and accounting are fully centralized. 

The level of formalization of the main policies, processes 
and procedures is good, however their dissemination 
shows room for improvement. 

Pre-disbursement controls are overall adequate. A 
dedicated credit administrator is responsible for 
preliminary review of loan files. Loan approval limits are 
set based on staff experience and position. However, 
post-disbursement controls need improvement. Given 
that some loans are approved by peer loan officer 
committees, more close oversight of this practice is 
needed. Branch Managers are responsible for conducting 
surprise client visits and double checks of the loan files. 
Level of formalization and tools for monitoring are good, 
however, implementation leaves room for improvement. 

Major fraud case involving staff was detected by branch 
manager in one of the branches in 2017. Most of the 
branch staff was replaced as a mitigation measure. After 
significant spike of PAR30 mid-year portfolio quality of the 
branch has improved. 

OKG is exposed to the risk of cash handling as loan 
officers, debt collectors and lawyers have a right to accept 
repayments outside of the office. This is partly mitigated 
by the limit on maximum amount allowed to be carried. 
Another risk factor is transferring cash to the bank when 
cash limit of the branch is reached as the process is not 
insured. Cash is transported by tellers, who are 
accompanied by security officers. 

In absence of the risk management policy and a dedicated 
risk manager there is no formal monitoring of operational 
risks. Monitoring of risk events is limited to the database 
of fraud cases maintained by the internal audit. Business 
continuity plan is formalized within the IT disaster 
recovery plan, but it’s too general. 

OKG complies with the regulation on anti-money 
laundering and financing of terrorism. There is a dedicated 
compliance officer in the HO, who is responsible for 
reporting to the State Financial Intelligence Service, 
updating the list of individuals involved in terrorism and 
conducting trainings on compliance for staff. 

 
Internal and external audit 
Dedicated internal audit (IA) department is in place. It is 
composed of IA manager and 1 auditor. Taking into 
account the volume and complexity of operations 
department is adequately staffed. 

The IA department is fully independent from top 
management reporting directly to the BoD and Audit and 
Risk Committee. Detailed reports for each audited process 
or branch are provided to the committee. 

IA manual used is the one developed by OXUS Group for 
all of its affiliates. It is comprehensive and covers planning, 
site visits, reporting and follow-up of recommendations. 

IA plan is prepared using risk-based approach: risk level 
defining the frequency of audit is assigned to each audited 
area. IA department performs audit of branches and 
business processes in HO. 

Branch visits last up to a week and cover complete range 
of operations including organizational issues (e.g. 
administration, HR, training, etc.) and quality of loan files, 
repayment capacity analysis, post-disbursement visits and 
delinquency management. Sample of reviewed loan files 
and clients visited should cover at least 5% of each loan 
officer’s portfolio. Frequency of branch visit ranges from 8 
to 18 months depending on the risk level. 

IA recommendations have set timeframe for 
implementation when applicable (usually – 10 days) and 
follow-up is conducted by IA department regularly. 

External audit is regularly carried out by local company 
with significant experience. Auditor’s opinions have been 
consistently clean. Reports provide detailed financial 
statements with sufficient breakdown and 
recommendations to the management.  
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Annex 1 – Financial Statements and Adjustments 
 

   
 
 

 

Balance sheet (US$)

ASSETS US$ KGS M US$ KGS M US$ KGS M US$ KGS M

Cash and bank deposits 341,369 20.10 2,916,140 221.33 945,891 65.48 245,905 16.93

Short term financial assets 244,997 14.43 1,009,996 76.66 1,015,268 70.29 45,032 3.10

Net outstanding portfolio 5,042,327 296.93 3,628,979 275.44 4,522,389 313.09 5,702,758 392.58

Gross  outstanding portfol io 5,198,067 306.10 3,726,846 282.87 4,677,539 323.83 5,924,694 407.85

   Performing portfol io 5,111,791 301.02 3,658,571 277.68 4,534,871 313.95 5,775,447 397.58

   Portfol io at ri sk > 30 days 86,276 5.08 68,275 5.18 142,667 9.88 149,247 10.27

(Loan loss  reserve) 155,740 9.17 97,867 7.43 155,150 10.74 221,937 15.28

Accrued interest 63,121 3.72 62,293 4.73 89,513 6.20 111,898 7.70

Other short term assets* -63,920 -3.76 -54,493 -4.14 -135,620 -9.39 -156,625 -10.78

Total short term assets 5,627,894 331.41 7,562,916 574.02 6,437,440 445.66 5,948,968 409.52

Long term financial assets 3,040,255 179.03 0 0.00 0 0.00 0 0.00

Net fixed assets 160,903 9.48 73,545 5.58 180,139 12.47 146,384 10.08

Other long term assets 80,766 4.76 13,689 1.04 41,384 2.87 24,986 1.72

Total long term assets 3,281,924 193.26 87,234 6.62 221,522 15.34 171,370 11.80

Total assets 8,909,818 524.67 7,650,150 580.64 6,658,963 461.00 6,120,338 421.32

LIABILITIES and EQUITY

LIABILITIES

Demand Deposit 0 0.00 0 0.00 0 0.00 0 0.00

Compulsory savings 0 0.00 0 0.00 0 0.00 0 0.00

Short term time deposits 0 0.00 0 0.00 0 0.00 0 0.00

Short term loans 2,773,352 163.31 2,881,792 218.73 4,051,221 280.47 1,307,462 90.01

Other short term liabilities** 224,992 13.25 212,545 16.13 139,954 9.69 270,383 18.61

Total short term liabilities 2,998,344 176.56 3,094,337 234.86 4,191,174 290.16 1,577,844 108.62

Long term time deposits 0 0.00 0 0.00 0 0.00 0 0.00

Long term loans 4,497,075 264.82 3,505,316 266.05 1,378,218 95.41 2,612,628 179.85

Subordinated debt 130,013 7.66 130,001 9.87 130,001 9.00 649,002 44.68

Other long term liabilities 0 0.00 0 0.00 0 0.00 0 0.00

Total Long term liabilities 4,627,088 272.47 3,635,317 275.92 1,508,219 104.41 3,261,630 224.53

Total liabilities 7,625,432 449.04 6,729,654 510.78 5,699,393 394.57 4,839,474 333.15

EQUITY

Paid-in capital 1,129,614 66.52 1,743,336 132.32 1,911,281 132.32 2,173,679 149.64

Donated equity 0 0.00 0 0.00 0 0.00 0 0.00

Hybrid Capital 0 0.00 0 0.00 0 0.00 0 0.00

Reserves 0 0.00 0 0.00 0 0.00 0 0.00

Total retained earnings -962,615 -56.69 -822,840 -62.45 -951,712 -65.89 -892,816 -61.46

Net income, previous  years -854,220 -50.30 -746,845 -56.69 -902,109 -62.45 -957,110 -65.89

Net income, current year -108,395 -6.38 -75,995 -5.77 -49,603 -3.43 64,294 4.43

Other equity accounts 1,117,387 65.80 0 0.00 0 0.00 0 0.00

Total equity 1,284,386 75.63 920,496 69.87 959,570 66.43 1,280,863 88.17

Total liabilities and equity 8,909,818 524.67 7,650,150 580.64 6,658,963 461.00 6,120,338 421.32

Jan14-Dec14 Jan15-Dec15 Jan16-Dec16 Jan17-Dec17

* Other short term assets  indicate negative va lues  as  they include non-amortized part of commiss ions  from loan disbursements  and early 

loan prepayments  made by cl ients , which were deducted from net outstanding portfol io reported in the audited financia l  s tatements .

** Other short term l iabi l i ties  include accrued interest and non-amortized part of commiss ions  for borrowings , which were deducted from 

short term loans  reported in the audited financia l  s tatements .
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The financial statements in Annex 1 are the result of standard reclassification and they are based on the annual audited financial 
statements. 
Financial statements have been adjusted to calculate adjusted ratios (AROE, AROA, FSS) in order to make them comparable to 
financial reporting and performances of institutions using different accounting standards and operating in different environment and 
to evaluate the level of sustainability of the institution with market conditions. 
Adjustments include: a) Accrued interest on delinquent loans > 90 days; b) Subsidies: donations in kind15; c) Provisions (calculated 
with a standard formula16); and d) Inflation. 

 

   
 
 
 

                                                
15 Donations in kind are valorized and added to operational expenses. 
16 Provisions are calculated according to the following formula: 
    Portfolio at risk: 1-30 days  10%  0-30 days restructured loan  50% 
  31-60 days 30%  >30 days restructured loans  100% 
  61-90 days 50% 
  >90 days  100% 

Income Statement (US$)

US$ KGS M US$ KGS M US$ KGS M US$ KGS M

Interest & fees on loans 1,750,707 103.1 1,473,545 111.8 1,736,080 120.2 1,975,436 136.0

Interest & fees on investments 36,918 2.2 49,355 3.7 7,916 0.5 2,716 0.2

Other financial income 0 0.0 42,688 3.2 0 0.0 0 0.0

Financial income 1,787,625 105.3 1,565,588 118.8 1,743,996 120.7 1,978,152 136.2

Interest paid on borrowings 620,686 36.6 497,014 37.7 628,831 43.5 564,894 38.9

Interest paid on savings 0 0.0 0 0.0 0 0.0 0 0.0

Other financial expenses 0 0.0 0 0.0 111,223 7.7 162,189 11.2

Inflation adjustment 0 0.0 0 0.0 0 0.0 0 0.0

Financial expenses 620,686 36.6 497,014 37.7 740,054 51.2 727,083 50.1

Net financial income 1,166,940 68.7 1,068,574 81.1 1,003,942 69.5 1,251,070 86.1

Net FX income (expense) -38,939 -2.3 -173,954 -13.2 50,123 3.5 3,646 0.3

Other operating income 14,978 0.9 12,530 1.0 51,813 3.6 19,262 1.3

Personnel  expenses 780,518 46.0 631,824 48.0 711,786 49.3 795,837 54.8

Adminis trative expenses 367,334 21.6 293,441 22.3 384,038 26.6 319,715 22.0

Operating expenses 1,147,852 67.6 925,265 70.2 1,095,824 75.9 1,115,551 76.8

Net loan loss provision expense (income) 103,521 6.1 57,879 4.4 68,511 4.7 102,819 7.1

Net operating income -108,395 -6.4 -75,995 -5.8 -58,457 -4.0 55,608 3.8

Non-operating income 0 0.0 0 0.0 0 0.0 0 0.0

Non-operating expenses 0 0.0 0 0.0 0 0.0 0 0.0

Net income before donations, before tax -108,395 -6.4 -75,995 -5.8 -58,457 -4.0 55,608 3.8

Taxes 0 0.0 0 0.0 -6,919 -0.5 -726 -0.1

Net income before donations -108,395 -6.4 -75,995 -5.8 -51,538 -3.6 56,334 3.9

Donations in cash 0 0.0 0 0.0 1,936 0.1 7,961 0.5

Revenue not from the operations 0 0.0 0 0.0 0 0.0 0 0.0

Net income -108,395 -6.4 -75,995 -5.8 -49,603 -3.4 64,294 4.4

Exchange Rate

Jan14-Dec14 Jan15-Dec15 Jan16-Dec16 Jan17-Dec17

US$/KGS = 58.8865 US$/KGS = 75.8993 US$/KGS = 69.2301

NOTES: Taxes show negative values for 2016 and 2017 due to the different treatment of revenues, expenses and value of some assets in accounting for tax 

purposes.

US$/KGS = 68.8395

Adjustments Jan14-Dec14 Jan15-Dec15 Jan16-Dec16 Jan17-Dec17

Reversal  of accrued interest on NPL 0 0 0 0

Inflation adjustment 51,402 61,153 5,479 29,947

   - Inflation rate used 7.5% 6.9% 0.6% 2.9%

Loan loss  provis ion adjustment 0 0 0 0

In-kind subs idy adjustment 0 0 0 0

Total variation of net income -51,402 -61,153 -5,479 -29,947
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Annex 2 – Ratios 
 

    

Jan14-Dec14 Jan15-Dec15 Jan16-Dec16 Jan17-Dec17
Return on Equity (ROE) -13.4% -7.7% -5.2% 4.7%
Adjusted Return on Equity (AROE) -19.7% -13.8% -5.7% 2.2%

Return on Assets (ROA) -1.3% -1.0% -0.7% 0.9%
Adjusted Return on Assets (AROA) -2.0% -1.9% -0.8% 0.4%

Operational self-sufficiency (OSS) 94.3% 95.4% 96.9% 102.9%
Financial self-sufficiency (FSS) 91.9% 92.0% 96.7% 101.3%

Portfolio yield 36.9% 37.8% 40.0% 38.5%
Other financial income (on assets) 0.5% 1.3% 0.8% 0.1%
Other products yield (on assets) 0.2% 0.2% 0.7% 0.3%
Financial expense ratio* 13.1% 12.7% 14.5% 11.0%

Provisioning expense ratio 2.2% 1.5% 1.6% 2.0%

Profit Margin -6.0% -4.8% -3.2% 2.8%
Net Interest Margin 15.2% 14.7% 15.7% 23.6%
Net loan portfolio to Assets ratio 56.6% 47.4% 67.9% 93.2%

Staff allocation ratio 51.4% 45.5% 48.2% 47.8%

Loan officer productivity (borrowers) 141 145 132 140
Staff productivity (borrowers) 72 66 64 67

Staff productivity (GLP amount) 74,258 48,401 56,356 65,830

Operating expense ratio (average GLP) 24.2% 23.7% 25.3% 21.7%
Operating expense ratio (average assets) 14.2% 12.7% 14.6% 17.4%

Operating expense on Gross revenue 63.7% 58.6% 59.4% 55.7%
Financial income on Gross revenue 99.2% 99.2% 97.2% 99.0%

Non-financial income on Gross revenue 0.8% 0.8% 2.8% 1.0%
Cost per borrower, US$ 253 179 210 201

Cost of funds ratio* 8.7% 7.7% 10.0% 12.0%

Cost of borrowings* 16.8% 8.1% 9.9% 11.1%
Liquidity over total assets 6.6% 12.1% 5.4% 4.0%
Average Liquid assets on Average Assets 7.1% 11.9% 7.8% 6.6%
Cash Ratio (Liquidity on Short term liabilities) 19.6% 31.0% 8.7% 15.9%
Capital Adequacy Ratio (Regulatory) 14.9% 24.8% 19.7% 21.4%
Capital Adequacy Ratio (MFR) 15.8% 13.6% 14.3% 28.6%

Debt to equity ratio 5.9 7.3 5.9 3.8
Equity to assets ratio 14.4% 12.0% 14.4% 20.9%

Portfolio at risk > 30 days (PAR 30) 1.7% 1.8% 3.1% 2.5%

Portfolio at risk > 90 days (PAR 90) 1.2% 1.0% 1.9% 1.9%
Portfolio at risk > 365 days (PAR 365) 0.0% 0.0% 0.0% 0.0%

Restructured loans 0.2% 1.5% 1.5% 2.0%

Write-off ratio 0.7% 2.2% 1.2% 1.7%
Average credit risk ratio 2.2% 4.9% 4.9% 5.9%

Loan loss reserve ratio 3.0% 2.6% 3.3% 3.7%
Risk coverage ratio (PAR30) 180.5% 143.3% 108.7% 148.7%

Risk coverage (PAR30 + r. 0-30) 169.8% 83.7% 82.3% 92.2%

Client drop-out ratio na na na na
Staff turnover rate 71.3% 44.9% 43.8% 38.2%
Avg annual percentage rate (APR) na na na 34.5%
Avg annual percentage rate (APR), Individual agro loan na na na 32.9%

Avg annual percentage rate (APR), Individual business loan na na na 35.6%
Avg annual percentage rate (APR), Individual housing loan na na na 35.5%

Avg. transparency index (%) na na na 95.8%

Avg. transparency index (%), Individual agro loan na na na 98.6%

Avg. transparency index (%), Individual business loan na na na 94.1%
Avg. transparency index (%), Individual housing loan na na na 94.0%
Avg. disbursed loan size, US$ 1,465 1,163 1,322 1,281

Average loan balance, US$ 1,024 733 887 982
Avg. disb. loan / p.c. GNI 117.2% 98.5% 120.2% 116.4%
Average loan balance / p.c. GNI 82.0% 62.1% 80.7% 89.2%
Female borrowers 39.5% 39.6% 35.3% 45.5%

na: not available * exchange rate variations not included.

PROFITABILITY

CAPITAL ADEQUACY & ALM

OTHER RATIOS

LOAN PORTFOLIO QUALITY

EFFICIENCY AND PRODUCTIVITY
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Annex 3 – Definitions 
 
Ratio  Formula 

 

PROFITABILITY & SUSTAINABILITY 

ROE (before donations)  Net income before donations / Average equity 

Adjusted ROE (before donations)  Adjusted net income before donations / Average equity 

ROA (before donations)  Net income before donations / Average assets 

Adjusted ROA (before donations)  Adjusted net income before donations / Average assets 

Operational Self-sufficiency (OSS) 
 

(Financial revenues + Other operating revenues) / (Financial expenses + Provision 
expenses + Operating expenses) 

Financial Self-sufficiency (FSS) 
 

(Adjusted financial revenues + Other operating revenues) / (Adjusted financial 
expenses + Adjusted loan loss provision expenses + Adjusted operating expenses) 

Portfolio Yield  
 Interest and fee revenues on loan portfolio, including penalty interest and fees / 

Average gross outstanding portfolio 

Other Products’ Yield  Other operating revenues / Average assets 

Financial income ratio  Interest and fee revenues on financial assets not from loan portfolio / Average assets 

Financial expense ratio   Interest and fee expenses on funding liabilities / Average gross outstanding portfolio 

Provision Expense ratio  Loan loss provision expenses / Average gross outstanding portfolio 

Profit Margin  
(Total operating  revenues – operating expenses – financial expenses – loan loss 

provision expenses) / Total operating revenues  

Net Interest Margin  
(Interest and fee revenues on loans - Interest and fee expenses on funding liabilities)/ 

(Average value of bank deposits, financial assets and performing loans) 

Portfolio to Assets Ratio 
 

Net outstanding portfolio / Total assets 

   

EFFICIENCY & PRODUCTIVITY 

Staff Allocation Ratio 
 

Number of loan officers / Number of staff 

Staff Turnover Ratio 
 

Number of staff who left the institution during the period / Average number of staff   

Loan Officer Productivity – Borrowers  
 

Number of active borrowers / Number of loan officers 

Loan Officer Productivity – Amount 
 

Gross outstanding portfolio / Number of loan officers 

Staff Productivity – Borrowers (Clients)  Number of active borrowers (clients) / Number of staff 

Operating Expenses Ratio on Portfolio  Operating expenses / Average gross outstanding portfolio 

Personnel Expenses Ratio on Portfolio 
 

Personnel expenses / Average gross outstanding portfolio 

Operating Expenses Ratio on Assets 
 

Operating expenses / Average assets 

Cost per Borrower (active client)  Operating expenses / Average number of active borrowers (active clients) 
 

CAPITAL ADEQUACY & ALM 
 

Loans to Deposits Ratio 
 

Net outstanding portfolio / Demand deposits  

Cost of Funds Ratio  

Interest and fee expenses on funding liabilities / Average funding liabilities 

Current Ratio   
 Assets with contractual maturity < 365 days / Liabilities with contractual maturity < 

365 days 

Maturity Gap Ratio 30 days 
 Assets with contractual maturity < 30 days / Liabilities with contractual maturity < 30 

days 
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Liquidity over Total Assets Ratio 
 

Cash and cash equivalents / Total assets 

Liquidity over Demand Deposits  
 

Cash and cash equivalents / Total demand deposits 

Liquidity over Total Deposits 
 

Cash and cash equivalents / (Demand deposits + Short Term Deposits) 

Cash Ratio 
 

Cash and cash equivalents / (Liabilities with contractual maturity < 365 days) 

FX Net Open Position as % Equity  
 ((Assets – Liabilities – Equity +– off balance sheet item) denominated in each single 

foreign currency) / Total equity 

Debt to Equity Ratio 
 

Total liabilities / Total equity 

Equity to Asset Ratio 
 

Total equity  / Total assets 

Capital Adequacy Ratio (MFR) 
 Total adjusted capital (according to MFR methodology) / Total risk weighted assets 

(according to MFR methodology) 

Capital Adequacy Ratio (Regulatory) 
 

Qualifying capital / Regulatory risk weighted assets 

 
 

 

 

ASSET QUALITY 

Portfolio at Risk 30 (PAR 30) 
 

Outstanding balance on loans with arrears > 30 days / Gross outstanding portfolio 

Portfolio at Risk 90 (PAR 90)  Outstanding balance on loans with arrears > 90 days / Gross outstanding portfolio 

Portfolio at Risk 365 (PAR 365)  Outstanding balance on loans with arrears > 365 days / Gross outstanding portfolio 

Write-off Ratio 
 

Value of loans written-off during the period / Average gross outstanding portfolio 

Restructured Loans Ratio 
 Total gross outstanding rescheduled and/or refinanced portfolio / Gross outstanding 

portfolio 

Average Credit Risk Ratio 
 (Average value of PAR30 + Average value of restructured portfolio 0-30 days + Value of 

loans written-off during the period) / Average Gross Outstanding Portfolio 

Loan Loss Reserve Ratio 
 

Loan loss reserve / Gross outstanding portfolio 

Risk Coverage Ratio (PAR 30) 
 

Loan loss reserve / Portfolio at risk >30 days 

Risk Coverage Ratio (PAR30+r0–30) 
 

Loan loss reserve / Portfolio at risk >30 days + restructured loans 0-30 days 

   

OTHER RATIOS 

Drop-out Ratio 

 Active borrowers beginning of the period + new (first time) borrowers during the 
period – borrowers written off during the period – active borrowers end of period) / 

(active borrowers beginning of the period). 

Average Disbursed Loan Amount  

 

Total loan amount disbursed in the period / Number of disbursed loans 

Avg. Disbursed Loan on p.c. GDP  

 

Average disbursed loan amount / Per capita GDP 

 

Annual Percentage Rate 
 Includes interest rate, method of interest calculation, commissions, taxes, mandatory 

savings (see MicroFinance Transparency tool) 

Transparency index  Nominal interest rate / Annual Percentage Rate 
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Annex 4 – Credit products features 

 

Credit Products
Individual agro 

loan

Individual 

business loan

Individual 

consumer loan

Individual 

housing loan

Individual health 

loan

Individual 

education loan

Credit methodology Individual Individual Individual Individual Individual Individual

Currency of the credit KGS KGS KGS KGS KGS KGS

Type of interest
Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Min. annual interest rate (%) 31.2% 31.2% 31.2% 31.2% 31.2% 34.8%

Max. annual interest rate (%) 34.8% 34.8% 34.8% 34.8% 34.8% 34.8%

Average annual interest rate (%) 33.0% 33.0% 33.0% 33.0% 33.0% 34.8%

Description of commissions 1.6-2.5% 1.6-2.5% 1.6-2.5% 1.6-2.5% 1.6-2.5% 2.5%

Min. credit amount (US$) 291 291 291 291 291 145

Max. credit amount (US$) 7,263 7,263 7,263 7,263 7,263 726

Max. credit amount - 1st loan (US$) 7,263 7,263 7,263 7,263 7,263 726

Average credit amount (US$) 3777 3777 3777 3777 3777 436

Min. loan maturity (months) 3 3 3 3 3 3

Max. loan maturity (months) 36 36 36 36 36 6

Average loan maturity (months) 18 18 18 18 18 6

Frequency of interest payments monthly monthly monthly monthly monthly monthly

Frequency of principal payments
monthly, 

quarterly
monthly monthly monthly monthly monthly

Grace period (months) up to 5 months up to 3 months none none none none

Collaterals / guarantees
guarantors, 

movables, real 

estate

guarantors, 

movables, real 

estate

guarantors, 

movables, real 

estate

guarantors, 

movables, real 

estate

guarantors, 

movables, real 

estate

guarantors, 

movables, real 

estate

Target population
rural mostly, 

urban

urban mostly, 

rural
all all all all
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The information used in the current rating has been partly provided by the institution subject to the evaluation process and partly collected 
during the meetings with the head executives. The analysis is based on audited financial statements and other official sources. MicroFinanza 

Rating cannot guarantee the reliability and integrity of the information, as it does not conduct auditing exercises, and therefore does not bear 
responsibility for any mistake or omission coming from the use of such information. The rating has to be considered as an external and 
independent opinion and it has not to be considered as a recommendation to realize investments in a specific institution.  

 

Annex 5 – Rating Scale 
 

The final rating grade does not consider the Country Sovereign Rating Risk, but it takes into account the effects of the political and 
economic context on FI’s performance. 
 

 
 


