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Seilanithih NGO was created in 1996 from the mexgfehree regional CARE microfinance projects thatl been started in
1993. The microfinance activities of Seilanithih 8Ghave been transferred to a Limited Liability Camp, Seilanithih
Limited (Seilanithih) in Aug. 2003. Seilanithih edged the permanent license to carry out microfteaoperations from the
National Bank of Cambodia (NBC) in Feb. 2007. Seftah provides group and individual loans in 7 yinwes. The
institution is particularly active in Battam BangdaBanteay Meanchey. As of Dec. 2011, Seilanitlaig &n outstanding loan
portfolio of 8.3M USD and serves 13,846 active basrs through its 25 branches.
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Rating highlights

= Seilanithih has a strong and active Board, withresentation from all the
shareholders. In 2011, the discovery of finanaigdgularities led to changing of
almost the entire senior management team. Therdumanagement team is low
on skills and experience.

= Seilanithih’s loan portfolio growth in 2011 was nhudower than the growth
witnessed in the Cambodian microfinance market. b reason was the lack of
sufficient liquidity caused due to the organizatorpreoccupation with the
discovery of the financial irregularities and tlesultant changes.

= The revenue quality is weak, with interest rateghlir than the competitors. With
very high operating expenses ratio and lower RO#, further reduction in the
interest rates charged by the competitors willSeitanithih under further pressure.

= The portfolio quality has improved from the prevdoyears, although the credit
risk is still high with the agriculture balloon lles being more than 51% of total
loan portfolio.

Outlook

The uncertain outlook is mainly due to the delayinorease in the equity capital,
which has slowed the growth, as the main lenderst e equity to increase before
new loans are granted to Seilanithih. The increelsieh was expected to happen in
2011 is not certain, as the main investor CMI Im&ional is still to perform its due
diligence prior to taking a decision on the fresbeistment.

Performance indicators
Dec. 2006 Dec. 2007 Dec. 2008 Dec.2009 Dec.2010 Dec.?2011

Assets 1,893,720 3,854,593 7,400,168 7,710,766 8,319,409 8,762,299
Loan portfolio 1,744,838 3,518,712 5,479,165 6,291,573 7,692,876 8,269,363
Active borrowers 3,580 4,227 6,700 10,433 14,395 13,846
Avg. outst. loan per client 487 832 818 603 534 597
Outstanding deposits 182,446 273,799 365,256 406,212 465,934 407,366
Active savers 3,942 4,613 6,181 11,017 15,447 15,968
Staff 81 109 138 196 190 207
ROE 2.9% 31.8% 10.3% 13.2% 15.4% 15.2%
ROA (without donations) 0.6% 5.7% 1.0% 1.4% 2.5% 2.7%
Liabilities / Equity 1.95x 3.31x 9.18x 3.92x 3.30x 3.32x
Portfolio yield 38.3% 36.3% 35.8% 35.2% 34.9% 31.4%
Operating expense ratio 33.9% 27.6% 24.0% 22.2% 21.6% 20.6%
Financial expense ratio 4.9% 3.2% 9.6% 7.6% 8.1% 7.3%
Impairment expense ratic (1.5%) (0.7%) (0.2%) 3.0% 1.5% 0.2%
NPL30 +r 0.1% 0.4% 0.7% 2.9% 2.6% 1.3%
Write-off ratio 0.4% 0.1% 0.0% 1.1% 0.6% 0.7%
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. - 2010), with total MFI lending increasing at a ratiemore

than 55% yearly. At present the industry is reaching
saturation in some provinces, whereas other presirstill

Microfinance services started in Cambodia in thelyea show untapped demand. A survey conducted by Domrei
1990s and were initially provided by internatiogeiacked  Research and Consulting on rural household deltiving
NGOs. The Royal Government of Cambodia (RGC) stsong 5275 households in the villages in Takao, Kandad a
supports rural finance and by extension microfigams  Kampot provinces revealed that over 30% of theardpnts
effective tools to fight poverty. Micro/rural finae is one of  had more than one loan outstanding. The issue ef-ov
the two core functioning elements of the currenaficial  indebtedness has already been identified sinceraleyears
system. The National Bank of Cambodia (NBC) ussesl&  in the Cambodian microfinance sector and with suppb
described “market-based approach” to develop tl@ose |FC a credit bureau has been set-up. The Crediedur
and favors “light” intervention. Overall, the resmibilities Cambodia (CBC) was createénd started officially on
for the sector were divided between the Ministry of December ¥ 2011. MFIs and Banks have a 90-day grace

Economy and Finance (MoEF), NBC and the Cambodiarperiod to complete the reporting of their credittfmio to
Microfinance Association (CMA), with MoEF suppomin CBC.

policy development and funding coordination, NBC

responsible for regulation and supervision, and CAnd the Vi3] Portfolio Loans outstanding Deposits
industry responsible for the operational aspects. S— 27 %) 225,002 (16.6%) 1,1 %)
i i i . Prasac 151.2 (16.5%) 125,127 (9.1%) 6.0 (0.5%)
In 1999, the RGC introduced banking regulationsptidg a et 98.8 (10.8%) 266,914 (19.3%) 421 (3.3%)
two-tier system for supervising microfinance. A aRas’ Sathapana 94.7(10.3%) 57,001 (4.1%) 38.9 (3.1%)
(i.e. government decree) on microfinance was edagte  HKL 75.3 (8.2%) 62,703 (45%) 158 (1.3%)
2000 and implemented by the NBC. MFIs with a pdidfo AMK 47.7  (5.2%) 275,739 (20.0%) 53 (0.4%)
over 1 billion KHR (250,000 USD) needed to be lised, as  Kredit 446 (4.9%) 56,519 (4.1%) 34 (0.3%)

Limited Liability Company (LLC) or as a cooperativkfter ~ VisionFund  37.7 (4.1%) 132,036 (9.6%) 0.7 (0.1%)

receiving license and registration certificateg MFIs are ;Zi‘n_th_h 32‘2 Eg'g:f’; 22'232 ggz;"; g'i Eg'ng’;
. | It . .97 y .U% . .U
regulated and supervised by NBC. At the end of 20i9&e Samic 75 (08%) 10809 (0.8%) 0.0 (0.0%)

were 18 licensed MFIs and 25 registered as rureflicr .. 0eun 32 (0.4%) 27,998 (2.0%) 09 (0.1%)

operators. All licensed MFIs must provide month@ports  others 424 (4.6%) 26,106 (1.9%) 1.0 (0.1%)
and comply with well defined prudential regulatioi$iere  Tomi 916.3 1,380,332 1,262

is good supervision by the NBC with yearly supesws

visits. Cambodian microfinance sector has seen the noo#pairfg

loans rise to more than 4% in 2009, from the loweleof
One former MFI, ACLEDA, transformed to a commercial g 494 in 2007. Since 2010, the NPL levels have tmem
bank in 2003 and continues to serve the same tiypkeats.  geclining trend. As of Dec. 2011, the NPL 30 levetsirned
Few other MFIs have investigated this option, thi$ has o those of Dec. 2007 before the crisis. This iattis the
become difficult given the increase in minimum ¢abi 2009 increase was to a large extent related togtbbal
requirement from 13M USD to 38M USD or 13M USD if economic crisis rather than to over-indebtednesisaattime.

one of the shareholders is a financial instituttor has an  Eor more details see the Planet Rating Country Repo
investment grade rating. Cambodia.

NBC has issued a new Prakas in late 2007 (N° BI63j-
on licensing deposit-taking institutions. With ttisakas all Political & economic environment
MFIs had to stop mobilizing savings — previouslgytiwere
allowed to mobilize savings from their clients/mearg As

of May 2011, seven MFIs had obtained deposit-takingEconomy continuing to recover in 2011, but fallingshort

licenses (AMRET, Sathapana, Hattha Kaksekar, AMK,Of pre-crisis levels o
Credit, PRASAC, and Vision Fund). The Cambodian economy began to grow again in 2010.

After collapsing in 2009, textile exports (70% odles

Estimated demand for microfinance services is atolirio
1'5_ million active _C!mnts _OUt of a total pment[al?nt base - Source: Cambodia Microfinance Association Annuep&t (2010)
estimated at 3 million clients/households. The siduhas 2 cBc is owned by the Association of Banks of Canibd@0%), the

shown significant growth in the past five years qaao Cambodian Microfinance Association (10%), AcledanBg5%), Union
Commercial Bank (5%), First Commercial Bank (1%y4 &fEDA (49%).
The later is a company based in New Zealand sjmedalin credit
! Source: www.banking-hotnews.info/2011_05_01_amehitm| reporting.
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abroad) surged in 2010. Although the constructimtustry  Relations with Thailand, meanwhile, have deteredabver
has performed well, the cancellation of two largalrestate  the demarcation of the border near the Preah Viheample.
projects suggests that the sector has not recoveyqute-  Despite the presence of troops stationed at theelbdry the
crisis dynamism. Tourism, a main engine of growth,two countries, the risk of conflict remains nondtse
rebounded strongly with the number of visitors @asing by  limited.
over 10%, particularly in the vicinity of Angkor.

COFACE Country Rating: D — A high-risk political and
In 2011, GDP growth is expected to accelerate. iBeavthe  economic situation and an often very difficult mess
weather is good, agriculture is expected to beffrefih gains  environment can have a very significant impact orporate
in productivity resulting from implementation ofetrice-  payment behaviour. Corporate default probabilityvesy
growing modernization policy, which provides forragan high.
reform and higher vyields. Tourism will likely atbta
increasing numbers of visitors. Textile exportsl wiintinue  Business Climate Assessment: D- The business
to grow, but will remain very exposed to the vdigtiof the environment is very difficult. Corporate financial

American market, which represents 50% of expomiegs. information is rarely available and when availabkually
Exporters are moreover likely to face increased ptition unreliable. The legal system makes debt collectieny
from producers like Bangladesh and Vietnam. unpredictable. The institutional framework has vseyious

weaknesses. Intercompany transactions can thusebe v
A current account structurally in deficit and public difficult to manage in the highly risky environment
finances dependent on official transfers
With the recovery, the government is expected ttaie a

gradual tightening of fiscal policy that could elwaba Economic growth (%) 50 -15 4.1 51
. . . . . . . i 0, - - - -

reduction in the public sector deficit in 2011. Butblic ~ Public sector balance (%GDP) 29 63 59 55
. . . . . Current account balance (%GDP) -10.4 -5.5 -11.2 -12.1

spending will remain hlgh .and fiscal revenues $.tmadly Foreign debt (%GDP) 246 292 301 297

low. The public deficit will consequently remainrde. Foreign currency reserves (in 4 35 3.1 2.7

Public finances remain very dependent on officiahsfers ~ months of imports)

(6.5% of GDP in 2010). But donors have appeared!faton 25% 0.7% 4% 5.2%

. . ., . Source COFACE's Country risk rating guidebook; (e) esiten (f) forecast;
dissatisfied by Cambodia’s lack of progress on awing the International Monetary Fund (IMF) for inflation;. i§2losure Statement

business environment and especially on combatingata is provided with authorization from COFACE —shareholder of
corruption, which has reached disquieting levelsiew of  Planet Rating.

the concentration of power around the Prime Ministe

The current account deficit doubled in size in 2e0a  [IQSU[eJgEEINeI (=R =TalF=Nilo]y

result of the stronger recovery expected for imgport

compared to exports. And it will likely remain stdistially  pisciosure statementDuring 2011 Seilanithih has received technical

in deficit in 2011 due to Cambodia's structural elgfence  assistance from PlaNet Finance focused specifiaailBocial Performance

on capital gOOdS. Strong demand for foreign sepvilee Management. PlaNet Finance and Planet Rating are tistinct legal

freight and insurance also affect the external rmma eptltles, operating |n.a strictly |nerendgnt mamf.RianetIRatlng Fioes not
. . . disclose to PlaNet Finance any information thah@ publicly available to

Financing needs will, however, be mostly coveredAD) all other investors or fund providers. Planet Rgt# internal Rating

inflows. But weaknesses nonetheless persist. The logv Comnmittee is fully independent, private, and carftil.

level of foreign exchange reserves makes Cambodia

vulnerable to sudden capital flight, and the bagksystem Legal form, supervision and audit

suffers from a lack of oversight. o )

Seilanithih NGO was created in 1996 from the mergfer
three regional CARE microfinance projects that Hesen
started in 1993. The microfinance activities of |&gthih
NGO have been transferred into a Private Limiteabllity
Company, Seilanithih Limited (Seilanithih) in Aug003.
Seilanithih received a license to carry out migrafice
operations from the National Bank of Cambodia (NBI)
Dec. 2003 and a permanent MFI license in Feb. 206@.
MFI sends monthly reports to the NBC and the latter
conducts on-site mission once a year.

Political stability

The domestic political situation has been stablee TPP
Cambodian People's Party, led by Prime Minister [Sen,
won two-thirds of the seats in the National Assgniblthe
July 2008 elections and strengthened its positiowinning
75% of the votes in the May 2009 regional electiofise
centralization of power moreover contributes togieg the
CPP at the helm. The government's economic andalsoci
policy continuity thus appears likely to remaintosck.

www.planetrating.com &



GIRAFE Rating — Seilanithih Limited, Cambodia —Jan  uary 2012

From 2008 to 2010, the Phnom Penh-based KMP@)onations

Cambodia Ltd. provided annual audited financiatesteents.
It was a local audit firm before and Price Wated®u
Coopers will audit the 2011 financial statementheT
auditor’s opinion has not been qualified for theiqe under
review. The financial year of Seilanithih startsdamuary 1
and ends on December®31

Ownership

There were two shareholders in 2003 — Seilanitt@ONand
Seilanithih Staff Association (SSA) — for a shaepital of
around 225K USD. It increased to 342K USD in 200thw
Mr. Sun Boreth and CARD Inc. as new shareholdars. |
2009, one shareholder — CMI International Holdindpich
converted its 350K USD loan into equity — joinece th
shareholding structure. The total paid in equitycteed 1M
USD as of Dec. 2011. A share capital increase peeted in
2012 to take the equity up to 2.5M USD, which vallow
Seilanithih to apply for the deposit taking licengd the
time of this rating, the increase was not effective

Seilanithih’s former CEO Mr. Kuch Setha represents
Seilanithih NGO and Seilanithih’s Operation Dira¢tdr
Kuch Kanten represents SSA. Besides one seat fun ea
shareholder, two independent members are paredBtard

of Directors (BoD).

Dec. 03
82%
12%

Dec. 07
73%
21%

3%
3%

Dec. 11
41%
13%

6%
5%
35%
100%

Shareholders

Seilanithih NGO

Seilanithih Staff Association (SSA)
Mr. Sun Boreth

CARD Inc.

CMI Int. Hodings

Total

100% 100%

SIEICH UsSD
41,285 412,850
13,291 132,910

%
41%
13%

Shareholders, Dec. 2011
Seilanithih NGO
Seilanithih Staff Association (SSA)

Mr. Sun Boreth 5,424 54,240 6%
CARD Inc. 5,000 50,000 5%
CMI Int. Hodings 35,000 350,000 35%
Total 100,000 1,000,000 100%

At present, there are three BoD committees: 1) Aadd
risk Committee, 2) Executive Committee and 3) Assed
Liability Committee (voted in 2011, no meeting heldthe

Since 2007, Seilanithih has received donations drdyn
SBFIC, reaching 20K USD in 2008 and generally agieg
6K USD. These donations are in cash but conditidneoe
used for asset buying (e.g. computers). Seilanitlgo
received Technical Assistance (TA) form CARD Inc foe
audit and the financial departments. Oikocrediteg@a for
the Kredit system and paid for roughly 40% of thkole
cost.

Funding composition

The funding structure is composed of 18% of equiife of
debt (42% long term — among which 5.3% of subottgitha
debt, 35% short term) and 5% of compulsory savikRgsds
are 66% international and 34% domestic. MIVs (e.g.
Oikocredit, Etimos) are the main type of funderhwb2% of
Seilanithih funds. Otherwise funds come from sheladrs
(CMI, SSA, Mr Sun Boreth and CARD hold together 1386
the outstanding debt as of Dec. 2011), local congsaand
commercial banks. Interest rates vary between 7% an
13.85% and are 92% fixed (the remaining 8% are ri_fira
with a 7.4% spread). All funds are received in USD.

Fraud

During 2011, the internal auditor unearthed frawsl
financial irregularities that were committed durithg period
2008-2010. The former CEO was the main beneficidthe
frauds committed. The amount involved was ~181K USD
although not all of it was from Seilanithih Limite@ven
Seilanithih NGO and the Village Banking savings ever
misappropriated). There were also additional costs
amounting to ~267K USD, due to decisions taken oy t
CEO without the Board approval. The frauds were
discovered when the new Internal Auditor (appointeNov
2010) conducted detailed checks into various aspédie
discovery of the frauds led to the removal of th&® H
Director, Finance Director and the CEO.

Management team

Until 2011, Seilanithih Ltd had a management tehat had
been with them for many years. After the discowarfrauds
in 2011, the CEO (who still remains an advisor te t

moment). These committees meet monthly and the Bo%oard-his advisory position has been suspended 4

quarterly.

Mr Sun Boreth is an experienced businessman aniedha
the BoD since 2006. He holds a masters degree ticdfidn
from the University of Massachusetts, USA. He

experience in public and private sector in the U8 worked

has

2011), HR Director and the Finance Director wemaoeed
from their positions. The MIS Director had also tqtlie
same year. Prior to the discovery of the frauddagi¢hih
had appointed Mr Farid Ahmed as Deputy CEO. He had
initially been sent for TA by CMI and had alreadyest
about one year at Seilanithih, before he was appdithe

16 years in development and project management irbeputy CEO. The search for the new CEO continuédew

Cambodia.

in the interim, the Deputy CEO has been made thimgac
CEO. Mr Farid has about two decades of experieastng

www.planetrating.com 4



GIRAFE Rating — Seilanithih Limited, Cambodia —Jan  uary 2012

worked with  ASA and BRAC in Bangladesh. Mr. Sun There is intense competition in the Cambodian marke
Boreth, the Chairman of the board, has been temfpora especially coming from the bigger MFIs like PRASAC
named Executive Chairman and works closely with theAMRET that hold significant share of the market. gdDec.

acting CEO. To fill up the other vacant positio8sjlanithih
has promoted internal staff to become acting hefadiR,

Finance and MIS. There also is TA support in theaRte
department, with a Deputy Head of Finance provitigd
CARD.

Organization

Seilanithih operates through 25 branches with orsnm
branch for each province. The head office (HOpaated in
Phnom Penh. Each province has a Provincial Man@jdj
in charge of supervising all the branches operatiitigin the
province. The PM reports directly to the HO. Eacéanch is

headed by a Branch Manager (BM) who manages onamount

accountant (who is also the cashier) and four CK@fficers
(COs) on average. One Regional Manager (RM) idharge
of collecting bad debt. For every loan up to 1,%0D, the
BM and the CO approve the loan together (with avipres
field visit done by both of them). For loans abai&00
USD, the PM is required to approve the loan (witfieid
visit also).

The loans are disbursed in cash at the brancheaffion the
field in presence of two staff (CO and BM). Repaptsecan
be made at the branch or collected by COs in thkl,fi
depending on what the client decides. Seilanithgesu

Kredits as its loan tracking system and ACCPAC for

accounting. The service provider for KREDITS is KRES

from USA, while for ACCPAC, it is Sage of USA. The

accountant inputs data, which is checked by the Bkk
cash transaction details are sent daily to the PIER details
weekly; and accounting and portfolio data is maited a
monthly basis.

Market penetration

Seilanithih keeps on improving its penetration iome
provinces with two more branches opened in 201&. NkI
is operating in 7 of the 23 Cambodian provincesugh 25
branches. The strategy for the moment is to foaughe
existing provinces. Expanding to other provincel @ome
later.

Outstanding loan portfolio per Province - Dec. 2011

Battam Bang 44.7%

Banteay Meanche 22.0%
12.1%
7.8%

7.4%

Kandal

2011, Seilanithih serves 1.3% of the Cambodian atdrk

Products and services

Seilanithih provides both group and individual lsawith a
sharp increase in individual loans in recent ye8eslanithih
offers balloon and declining methodologies. For Hiter, a
part of the principal is paid monthly and the is&s are
calculated on the outstanding capital.

The need of a guarantor is decided by the BM arfiér A
client with a stable and profitable business wilt be asked
to have a guarantor. All clients must give 3% of tban
as compulsory savings. These savings
remunerated at 3% for USD loans, 6% otherwise. § lage
no disbursement fees. Penalties are collectedaterlbans.
1% of the late amount of each installment multigblkey the
number of days late is due for balloon loans, 0.&#6
declining loans. Penalties are charged maximumoufQt
days for each installment.
= Group Loan: groups are composed with 2-5 members,
with a Group Leader elected by the members onlanLo
amount ranges from 100 USD to 600 USD with an
average of 143 USD in Dec. 2011. Interest rat@6k
for a balloon loan and 33% (declining) for a deain
loan. The cost of saving included, the annual &ffec
interest rate for group loans is 37%. Loan termnocén
exceed 12 months. A special category of group loans
called IFAD loans is included in this part. Theywédhe
same conditions as group loans but are exclusifely
people who were trained on the IFADagricultural
program.
= Individual loans: the loan amount ranges betweed 10
USD and 5,000 USD. The average loan amount is 808
USD. Loans between 100 USD and 1,000 USD are
limited to a period of 12 months with an interester of
either 36% (balloon), or 33% (declining). For loans
between 1,001 USD and 1,500 USD, it is 33% (balioon
or 30% (declining) for maximum 18 months. Loans
above 1,501 USD can be up to 24 months with interes
rates of 30% (balloon) or 27% (declining). Loans fo
agricultural activities are limited to 2,500 USDher
overall effective interest rate for individual |@aris
35.8%.
= Seilanithih also has a Small Enterprise (SE) loamypct.
Loans range from 5,000 USD to 10,000 USD. Interest
rate is 21% declining with a maximum loan term df 2
month. Up to now, only two SE loans have been
disbursed, with only one ongoing.

are

4 Source CMA report, Dec. 2011
5 IFAD program in Cambodia for 2008-2012 aims atudg rural poverty
and promoting the growth of rural economy.
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Networks Auditor had been hired to look into various aspeatsaged
by the earlier senior management, that had ledh® t
discovery of all the financial irregularitieGefer details
under Fraud)

Seilanithih is a member of the Cambodian Microficen
Association (CMA) that regroups 28 MFI and two NGOs

= Governance The Executive Committee (ExCom), along with the Aud
and Risk committee meetings are held monthly anee ha
facilitated the decision making process. The newsefs
Liability Committee is still to commence meetingydais
Decision making expected to further improve the decision makingpss.

Governance and decision makisgated “c”

The Board has been active in providing good govereao
Seilanithih. The Board members, mostly representiny  Planning

various shareholders, have strong credentials kild, sand Seilanithih had designed a well strategized Busiidan for

are very experienced in managing MFIs. Presenc#lof : ", .
. th d 2008-12, based tical SWOT Bsd
Shafiqgual Haque Choudhury from ASA Bangladesh and a © pero ased on a critica ama a

tative f CARD Philiopi il AuQ@E11 well studied market assessment, with plans to grow
representative from . HIPPINES (u_n| ug ' aggressively and spread into seven new provinces in
Dr. Jaime Aristotle B Alip was representing CARD the . . .

. b Cambodia. The implementation of the Plan was nadllat
Board) has provided Seilanithih with a very strddoard. . . : .

. ; effective, with very little growth achieved and yelow

Mr Sun Boreth as Chairman of the Board brings e&oBbard .
o . : . achievement of the planned target.
his immense experience of working within Cambodia.
per the requirements of NBC, there are two indepehd
directors on the Board (the second independentctdire
appointed by the Board and recognized by the NB®aw
2011).The Board meetings, held quarterly are well attende
and all matters are well discussed and analyzeth thie
Board provided updates on operational and financi
performance. Other aspects like MIS, HR and Infeandit
are also discussed in detail. The Board minutesverg
detailed and documented properly. The implementatib
some critical Board decisions has not been followsd
properly, like the reduction of balloon loans. Thbhuthe
Board suggested since 2009-10 a reduction in theeptage
share from 60% to 40% of the total loan portfoltbe
percentage has dropped only to 51% by the end if.20

Starting from 2011, the Board and ExCom have decide
involve the field staff (BM /PM) in the preparatiaf the
Business Plan for a better buy in from them, arel shme
was done while preparing the new Business PlantHer

Iperiod 2011-2015. The new plan is more realistiteims of
aprojected growth, although a lot will depend onl&gthih’s
ability to raise fresh borrowings. The Plan is |eetailed
than the previous one, and despite addressing #s&s b
issues, it does not explain the reason for the low
achievement of 53% of the loan portfolio targettapDec
2010. The Plan does provide details of projected chsh f
statements, with year wise break up of fundingoingl (debt
and equity). Financial projections and operatidagjets are
available for the plan duration (2011-15), althoutftere is
no alternate scenario presented in the Business @ta
account for slower or faster growth). Also the cdlglws
show additional equity of 1.5M USD to take the kqtaid in
equity to 2.5M USD, but the Business Plan is silainbut
Seilanithih getting the Deposit taking License. édwalingly,
the cash flows do not show any deposit inflowshia Plan.
Seilanithih has not updated the Business Plan,itdetipe
fact that the 2011-15 Plan was prepared prior te th
discovery of the financial irregularities and thensequent
removal of most of the Senior Management.

Another critical area where the progress has benis the
implementation on the decision to enhance the gdtom
USD 1 M to USD 2.5 M. The matter of equity increase
though discussed during Board meetings since 2@m@,
also shown in the Board approved Business Plarcdah
inflow in 2011) has become less certain and thiewf loan
conversion has not happened until 2012, which bdstd
shortage of funds and consequent drop in the nurober
borrowers. The main reason for the delay in cajrilease
is the discovery of fraud in 2011 and the subsefcieanges
made. Though CARD and SSA have already passed Board

Resolutions for their equity increase, CMI (whicashthe ~Management team

biggest share of 1.1M USD out of the total equilgréase of  Considering that the senior management team aarSiiih
1.5M USD) is still to conduct a fresh due diligertwefore s mostly internal staff that recently got promotedbe the
putting up the investment proposal to its Investmen acting heads of the key departments of Finance, &,
Committee. To the Board’s credit, quick action waken  MIS, the present team lacks the experience thaujsired to
against the senior management staff that was iedoin the

financial Irregmamles' In fact, it was due toettBoard’s ® The 2008-12 Business Plan had a loan portfoligetanf 14.28M USD to

suspicions about the management, that a new Ihtern@e achieved till Dec 2010, while the actual Dec®@dan portfolio was
only 7.69M USD

www.planetrating.com 6
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operate in a highly competitive market like Camlodilso,  To negate the effect of unapproved salary incredst911,

the top position of the CEO is still vacant, wittetDeputy  Seilanithih Board decided to freeze the salary 0122

CEO being the Acting CEO. Considering that the Dgpu (except for a small salary increase for the fidlaffs The

CEO had joined Seilanithih for TA support, his Ekiare  staff showed understanding and no discontent was se

more useful in managing some of the operationak@sp the form of higher staff attrition. With Seilanithioffering

Seilanithih has already listed the CEO positiorthea local good salary and better pension plans (also heatith a

newspapers. To ensure that the new managementgesm insurance benefits) the salary package comparelswitsl

constant guidance in managing Seilanithih, the @i of  the other MFIs.

the Board has been asked by the Board to perfoermolb of

Executive Chairman and spend at least five daygyeve .

month on Seilanithih. Although the Chairman hasrbee ® Information

spending a lot of his time with the managementla8ihih Informationis rated “c”

urgently requires a full time CEO to lead the new

management team, and be able to tackle the varioushe information systems at Seilanithih are moséijable

challenges that Seilanithih faces. and do provide all the required information to the
management. All the branches use KREDITS, the loan

The ExCom meetings are conducted on a monthly lamsls  tracking system, which allows access to detailéorination

all important issues are discussed. In responseh&  about the loan portfolio and savings. The KREDIE:ot

financial irregularities, the Excom has also introed new  connected on-line with Head Office. The informatian

Code of Conduct and Conflict of Interest Polici&®. not available in a timely manner, where daily cash; kig®AR

face a key person risk situation, it has also lsided that  and monthly total updates are sent by the branthehe

each department would have a Deputy Head to benggdo Head Office. Despite being off line, the HO has temote

under the Head of the department. login option to view / have access to branch datthough
detailed information is available, not much analyss
Human resources management carried out to frame new strategy or implement geanin

L . . - the strategy.
To enable Seilanithih to survive and grow in thenpetitive 9y

Cambodian MF market, there is a need to make the H
department stronger. At present, the HR departiseging

) ) . at the HO and are quite reliable. The regular mgr{BC
managed by a new Head, who, despite having expmerien . o
. L , reporting ensures that Seilanithih prepares nunserou
operations at Seilanithih, has no background in HR,

fi ial ratios. Although ACCPAC, th tingtem,

Although he has been provided HR training to enbalms nnancia ratos 1oug © accountngtem

N : N is not integrated with KREDITS, lot of details getported
skills in HR management, it would take time for him

L . . from KREDITS to ACCPAC for the preparation of the
assess Seilanithin’'s HR requirements and identte t . . : L
- . financial statements, which allows Seilanithih tavé a
training needs at various staff levels.

faster monthly reconciliation between the two syste

I%‘he monthly consolidated financial statements @megated

The recruitment process is transparent, with puositifilled
both internally (from within Seilanithih’s existingtaff) and
externally (new recruitment). For each candidatecsed,
the HR department takes a guarantee contract fran@nfs
or guardians of the selected candidate. The indlugirocess
at Seilanithih is standardized and allows each s&iff to
get exposed to the operations. There is a forntaitenent
committee set up by the CEO for new recruitmentistihg
staff gets refresher training twice a year. Thening
calendar for 2012 has been drawn based on calefrdans
prior years. The senior staff gets external trgjrirom CMA
and also visits to Germany and the Philippines. $tadf
evaluation system and the incentive system are bagjc
and not transparent. Staff is also not clear alisutareer
path. HR department has been asked to improve th
evaluation system in 2012. The staff turnover r&iin2011
was high at 15%, (18% in 2010). Most of the stétffiteon

was at the Loan officer level (not considering thoair

. . . 7 i ;

positions in the senior management team). Sample check showed that the PAR and interestrincaere under
reported (reported PAR was 88% of what actually)was

www.planetrating.com 7

KREDITS software is used by many MFIs in various
countries, and timely on line support is provideg the
service provider. There are some issues that neebet
sorted out as some details are not accurate. THe @as
under reported when part payments are made, akane
installment gets adjusted against the principalheuit
allocation to the interest income (as was seenanynNPL
cases)

There are limited user rights for KREDITS at tharwh and
the HO, but all the users at the branches canelatet make
special transactions, and that exposes Seilartithihe risks
arising from unauthorized alteration. The brandiffstan
manipulate the data for personal gains (fraudshesystem
Goes not prohibit deletion / changes (no MIS depeni
approval is required).Considering that Seilanithih has
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balloon loans, there is also a higher risk of ghlosins
entered into the system by the branch staff (Actamtrcum
Cashier), as there is no MIS requirement to haveoP @M
approving all the new loans entered into the syst€he
system does permit a clear audit trail, but thek la€ a
formal monitoring checklist or periodic review blyet MIS

department or the management means that errors a

fraudulent transactions cannot be detected tintgdged on
the observations made in the Management Letteedsfy
the Auditor in 2010, Seilanithih made changes to it
password policy in 2011.

The MIS data backup is taken daily, both at thextinas and
the HO. The branch back up is taken on a CD anédtm

the safe box within the branch office, while at tH®, the
backup is stored externally also (although not odady

basis).

* Risk management
Risk managemeris rated “c”

Procedures and internal controls

Although the operations manual is quite detailed Hrere
are controls to keep various risks under check,irbternal
controls at Seilanithih need to be improved tovaltbem to
identify the key risks and put in place proper niskigation
measures. There are numerous risks, for which r8tila
has not designed any controls to mitigate the risks

BMs visit 100% of the clients before approving than, and
for loans beyond 1.5K USD, even the Provincial Mgara
needs to visit the client. Compliance is good as dontrol.
There are policies on banking the loan collectithes same
day, with limits on how much cash can be maintaiimethe
safe at the branch. Compliance to the policy on Itz
utilization check was not uniform, as the brancsited by
the rating team in January 2012 had stopped l|aépation
checks since Sept 2011, while no change in polay lbeen
made.

Despite having identified risk of having high expos on
balloon loans and also deciding to bring the expsiown
to 40% levels, Seilanithih has not
documented internal controls to allow for an effiest
implementation. With the Accountant and the Cash&ing
the same person at the branches, Seilanithih issexpto
further risk as that throws open the possibilitygbbst loans
being created and also misappropriation of repaysnen
especially on prepayment of loans..

Internal audit

The internal audit function needs to be improvesl,tlze
audits conducted are very basic and focus mainly
operational risks. There is very limited field audwith
focus only on confirming that the loan disbursal oamt
tallies with the actual loan received by the ckefiRegarding

on

fe coverage of the risks, the internal audit tdzam not

mapped the various risks that Seilanithih is exgdse The

. collateral evaluation process is not checked. Ars Mudit

has also not been conducted, although there aressshout
the incorrect recognition of interest incomeistussed
earlier under the “Information” section).

The new Head of Internal Audit (joined in Nov 20,1@)th 8
years work experience in ACLEDA Bank, was ableital f
financial irregularities very soon after his joiginHe was
then involved in investigation of records from thear 2008-
2010. The special investigation was conducted wad,
numerous irregularities were discovered, but ib abssulted
in low frequency of branch audits during the ye&lD
From a planned two branch audits every year (widaan of

4 internal auditors and one TA staff from CARD))yoone
visit was possible. For 2012, the target is to twdich
branch two times. Although it is very basic indtsverage of
MIS, HR, branch audit and the financial and adniiats/e
matters, the 2012 Audit Plan has been approvedhby t
Internal Audit and Risk Committee. The monthly repm

to the Internal Audit and Risk Committee (headeddny
Independent Director) ensures the independencehef t
internal audit function. The independent audit earidd by
the central bank and the statutory auditor, all®&ganithih

to get suggestions on improving their operationsl an
controls.

= Activities

introduced any

Activities: products and servicésrated “b”

Loan portfolio evolution

From Dec. 2005 to Dec. 2011 the loan portfolio @ased on
average by 38.8% each year, from 1.3M USD to 8.38DU
while the number of clients increased at a CAGR2By %
(from 3,808 to 13,846). This global evolution is fwo
phases. Between 2005 and 2007 the loan portfotieased
by 66.3% per year on average, for only 6% in teohs
number of clients. It was reflected by a fast iasiag
average loan amount (from 377 USD in Dec. 200532 8
USD in Dec. 2007). Since then, the loan portfolievg by
25.1% each year on average and the number of dbgnt
37.1%, while the average loan size dropped to 53D @s
of Dec. 2011. This second trend is the result gfolicy
promoting smaller loan amounts. During 2011, thefplo
grew the slowest at 7.5% while the number of clidetl by

www.planetrating.com 8
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3.8%. This is the consequence of internal problaheady
explained earlier

Loan Portfolio Evolution

USD Millions
-

12-05

Gross loan portfolio ~ Disbursed loan portfolio

Group loans are on a fast decreasing trend, frora%46f
the gross loan portfolio in Dec. 2006 down to 7.BDec.
2011 (from 81.9% to 31.7% in terms of clients).

Loan Portfolio per Product

mg 1
c
28
2, |
87
56 1
5 4
4 89% 92%
85%
3 A 83%
2 | 76%
1 54%
46% 24% 17% 15% 11% 8%
2006 2007 2008 2009 2010 2011
BGroup Loan Individual Loan

Clients seem indeed less and less willing to beeddent on
others, and Seilanithih group loans have the samditions
as individual loans, with only stricter rules inrtes of loan
amount. The agricultural share of the portfolid& as of
Dec. 2011. It reached a minimum of 37.6% in De@&8and
a maximum of 61.3% in Dec. 2010. Agriculture anade
sector have always represented together at le8std85he

total portfolio. Seilanithih lends in three diffetecurrencies:

Khmer Riel (KHR), Thai Baht (THB) and USD.

Loan portfolio management

The credit methodology in place is well definedhviflear
and simple procedures
decisions. Loan disbursements rarely last longan tivo or
three days, which is fast. The loan agreement phweeis
also strict and well implemented. The fact thathbibte CO
and the BM (and the PM for loans higher than 1,6@D)
have to go on the field to check the client colaltteand

activities is fairly conservative. The CO can ctmés show
the net income of the client as 1.5, 2 or 3 tinfesdamount
of the first repaymefit It is usually 2 or 3 for new clients
and 1.5 or 2 for known clients depending on thefrayment
history. To prevent cross-indebtedness the villzagef signs
an official document to certify that the collateialindeed
the property of the client. In theory, the villaghief can
sign only one property certification per inhabitasd one
person cannot use its collateral to take multiplan8. A
credit bureau should be effective very soon, bgotiations
on the costs have delayed its implementation. Sitilie
plans to use it. One problem in the disbursemedaisitm is
that for many balloon loans, the maturity date does
match with the cash flow cycle of the client. Rife@mers
often ask for 12 months loans whereas a rice dgcé&ound
six months. Seilanithih accepts such conditions for
competitive reasons

COs receive trainings and have a good level of &titut (at
least a bachelor degree). If the level of studéesrider the
average, they have a long experience in the ingustiey
are aware of the main challenges of the sectohard good
capacities to implement the credit methodology.yT$gend
the vast majority of their time in the field andvkaclose
relations with their clients. This leads to a gatslinquency
management with a proper follow-up of late cliets. per
the credit methodology, letters are to be senate tlients,
but in reality COs directly go in the field. Thepntinue
recovering progressively the loans even after theye been
written-off.

Credit risk

The NPL30 reached 1.26% of the gross loan portfasiof
Dec. 2011, its lowest level since 2009, and unideririternal
limit of 2%. Of the total NPL, 91% is NPL360, whighoves
that the portfolio quality improved over the lagays. The
major part of the NPL has been disbursed during20@8
and 2009 crisis. The NPL30 is 0.39% for group loand
1.35% for individual loans. At the sector level,ist only
0.38% for agricultural loans but it reaches 2.6186 f
business loans. Seilanithih neither refinanceseschedules
loans. According to NBC guidelines, loans have &etrtwo
conditions to be written-off; 1) being 100% prowiséd 2)
reach their maturity date. Seilanithih adds to ¢hesnditions
90 or 360 days depending on the loan t&rifihis policy
means that loans can remain 100% provisioned 738 da
before being written-off when international besagiice is
to write-off loans after being 360 days late or reve=fore

leading to appropriate credit

8 The CO has to select one of these coefficientenTthe net income
divided by this coefficient must be higher than fingt repayment.

9 Although from various studies conducted, it isrmwn fact now that in
Cambodia the village chiefs had issued multipletifoemtes for one
property, contributing to multiple borrowing in Chodia.

290 days for loans below one year, 360 days otlserwi
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that. It results in an inflated NPL. Compared ¢onpetitors,
Seilanithih is not performing well since the averagPL30
of Cambodian MFls as of Dec. 2011 is 0.83% he same
goes with the write-off ratio that is kept at tleerél of 0.7%
in Dec. 2011, while the national average is 0.2%.

In terms of strategy, Seilanithih wants to promotenthly
declining loans and reduce its exposure to thecalguiral
sector. The latter is more than 55% of the loarifplw in
Dec. 2011 (down from 61% in 2010) which exposes
Seilanithih to high risks. Natural disaster leaditogcrop
failure can have very damaging effect on its loanifplio.
This strategy is coherent since the majority ofiadtural
loans have balloon repayment method. It will redtce
portfolio concentration in agriculture. To encowragjients
subscribing to monthly declining loans, interestesafor
balloon loans are higher than for declining loasge(
Institution presentation — product and servicesThis
strategy should also lead to an increasing avedajirsed

assess collateral value and COs seem to be fragsess the
collateral depending on the loan amount asked bxclient.

All the collaterals are always 300% of the loan amnid®
The principal collateral types are mortgages oesidential
properties and charges over business assets (ladd a
buildings). Despite the original collateral cedifte with
Seilanithih, in the event of a default, Seilanitisdnnot sell
the collateral to recover its dues, as the villagdateral
documents in Cambodia are legally not suitabledbtigem
cadastered for better legal rights.

Mandatory savings, representing 3% of the loan aryare
collected for each loan. It is necessarily quite kince some
competitors do not collect mandatory savings atSgkcific
risks as agricultural risks are not covered by sasyrance.
There is no credit life insurance either.

* Funding and liquidity

loan amount as business loans are usually highan th
agricultural.

Even if its share is declining, the agriculture tseavould
require a better segmentation as risks may berdiftéfrom
one activity to another. Currently, Seilanithiheady split
agricultural loans and animal husbandry in its sifaation,
but loan conditions are the same for the wholecatriral
sector. Seilanithih plans to put a special emphasiggri-
business, which would be better suited to declitigns.

Seilanithih is present in 7 provinces which argédy served

in terms of microfinance services (e.g. KampongrGlznd
Kandal), and decided to focus on the provincesadire
covered for 2012. However, over-indebtedness aeditks

of market saturation have been evoked since thed 200
economic crisis, which makes the task more risky.

Credit risk coverage

NPL30 coverage ratio is high at 165% in Dec. 20dd was
also at a reasonable level in 2010 (105.7%).
provisioning method is in compliance with the NB&hort
term loans (<12 months) are 100% covered after &&.d
However, long term loans (>12 months) are 100%
provisioned only after 360 days, which remains Welo
international good practices.

Seilanithih has each loan covered by collateratsldast
300% of the loan amount). The value of this cothtés

The

Funding and liquiditys rated “c”

Capitalization and funding strategy

Seilanithih has a total Capital Adequacy ratio (GAS
23.7% and a core CAR of 18.1% as of Dec. 2011. NBC
requirement is to maintain a total CAR above 20%inygy

the NBC CAR calculation, Seilanithih has a total ICAf
24.559%3 as of Dec. 2011. CAR is calculated in the monthly
reports sent to the NBC and then monitored as sUhb.
forthcoming capital increase of 1.5M USD will ensur
Seilanithih to remain sufficiently capitalized tanfl its
future growth once finalized.

Funding Structure

10 Dec. 2011

0,
5% 180

42%

200€

2007 200€ 200¢ 201C 2011

mEquity ~Longtermliabilite ~ OShort term liabilitie

.~ Outstanding depos

Due to the internal problems, communication withders
stalled in 2011 and the Chairman, Mr Boreth, caltedocal
Cambodian investors to pump money into the company

assessed by both the CO and the BM. The PM must als

give his opinion for loans above 1,500 USD (witHield
visit). This is a fairly conservative policy butettassessment
of collateral is not scientific. There is no forn@locess to

" Source: CMA report, December 2011

www.planetrating.com

2 From one loan cycle to the next, the same colatisr shown at an
increased value to keep the collateral value atrata300% of the loan
amount (sometimes the valuation increase by maene 100%)

3 For CAR calculation in NBC reports, Seilanithineganot include all the
assets in the calculation of risk-weighted asseltéch results in a slightly
inflated CAR.
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(AQIP, and many individuals). The Chairman alsa BOK
USD of his own money in 2010 (75K USD outstandisgé
Dec. 2011). In the past, the other Seilanithih shalders
have also been providing debt, and together thdy he%
of the outstanding debt as of Dec. 2011. Seilamitias
currently seven international lend¥raith Oikocredit being
the main one. The international shareholders ofaBighih
have been helpful in attracting new lenders, withr f
example Oikocredit that came in 2008 thanks to CARBe
recent difficulties in attracting new lenders aedlacted in
the maturity of outstanding debts. As of Dec. 20884% of
outstanding debt was long term d@bwhereas it is only
48% as of Dec. 2011, meaning that 52% of the oud#ta
debt is to be reimbursed within a year. The shertaf
funding compelled Seilanithih to slow down the wityi
hence the portfolio growth of only 7% in 2011 (atgi
roughly 48% for the microfinance industry).

Regarding 2012, Seilanithih has a borrowing plan o

5.2M USD with 675K USD already secured in the fixgb
months, allowing to cover maturing debt in Januand
February 2012, but not to increase activity. Attiregc new
funds will be one of the major challenges
months/years to come. Even if repayments schedaied
covered by the portfolio, the growth of the poiitiak today
strictly linked to getting new borrowings. During0P1,
while the internal wrongdoings were getting fixed,
Seilanithih managed to attract short term localdéra to
keep a stable activity, but with 52% of the outdiag debt
falling due during 2012, some fresh inflows areuieed. If
the capital induction does not happen soon in 2@32ould
mean that Seilanithih’s biggest lender Oikocredituid not
extend any further support, as increase in egsigne of the
conditions they have set for any additional lending

Liquidity risk

One treasurer in the finance department is in eharf
monitoring liquidity levels and is backed by thepdsy head
of finance departmetit A daily monitoring report is made
on cash in bank and cash in hand. Cash flow piiojestare
up to one year. Monthly cash flow projections arepared
and the branches send quarterly projections to®te@. asset
and liability matching report is produced quarterly

On average, Seilanithih managed to maintain goqpadity

in the

and 1.4 in 2011. Seilanithih is at its lowest ldjty level in

Dec. 2011 leading to a weak liquidity to assetorati only

2.2%. With tight liquidity in the market and intexn
difficulties to attract funds, Seilanithih has haal choice but
to rein in its activity in order to keep good lidity levels.
The asset and liability committee that has beerentdg
appointed (no meeting held yet) should also helpitadng

liquidity risks.

Market risks

Seilanithih has a high exposure to FX risk and gligible
exposure to interest rate risk. With only 8% of Hwerowed
funds at a floating rate (Libor 6m), an increase tloé¢
reference rate, even if significant, would haveegligible
impact on Seilanithih profitability.

Seilanithih has however a high exposure to FX risk.
¢Seilanithih borrows only in USD and lends in thoéierent
currencies with the loan portfolio consisting for% of
KHR, 35% THB and 18% USD with no limits being set f
each currency. No hedging mechanisms have beerinput
place. Given that Seilanithih considers the USD itas
functional currenc¥, this results in a high open position of
395% of Tier 1 capital as of Dec. 2011 (365% in D310).

A 10% devaluation of the KHR and THB would leadato
impact of 717 basis points on the ROA, making $éiteh’s
adjusted ROA (4.5%) for 2011. The adjusted core GhR
total CAR will also drop to 12% and 17.5% respesdiy
which would be below the NBC minimum standard for
capitalization.

It should be noted that Seilanithih is in complianeith the
NBC regulation to limit the open position to 20%owkver,
to calculate the open position NBC calculation ders
equity along with liabilities and assets. To baknits
lending in KHR and THB on paper, Seilanithih hasated
its retained earnings in USD, KHR and TEBThe open
position reported to NBC when considering the sgh#ing
denoted in the different currencies is 9.5% as e€.[2011.
However, following this method of accounting a 10%
devaluation in THB and KHR would equally lead teeth
same reduced CAR ratios as stated above (12% aBébo),7
the only difference being that a large part offeloss does
not pass through the income statement and is Hirbotne
by the equity.

ratios with more than 3 months of operating expsnse

covered over 2010 and 2011. But monthly data shinat
Seilanithin had to face some tight liquidity levelgth
minimum operating expense coverage of 1.3 mont29id

 Including CMI and CARD which are also shareholders

15 Wwith a maturity above one year.

® The deputy head of finance dept. is a CARD expegd employee that
has been mandated under the request of the Chaiohdne board to
oversee the finance dept.

www.planetrating.com

" Note that if Seilanithih would have chosen KHRtagunctional currency
its FX risk would have been the same.

'8 The paid-up capital is considered to be denotetdrfunctional currency
(USD) whereas the retained earnings and othervesean be denoted in
other currencies. The total split of Seilanithileguity of 1.56 M USD is
reported to be positive 3.2 M USD denoted in KipBsitive 2.8 M USD
denoted in THB and negative equity of 4.5 M USDated in USD.
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= Efficiency and profitability

Efficiency and profitabilityis rated “c”

Profitability analysis

Seilanithih has an increasing ROA since 2808aching
2.7% in 2011 (2.5% in 2010). Despite internal peotd and
the slow growth of the portfolio, Seilanithih sueded in
maintaining a good profitability, notably due tdhigh yield
and portfolio to assets ratio of 92.4%, ensuringt tthe
available resources are optimally allocated. Thetfql®d
yield is on a downward trend since 2006, from 38.@%
34.9% in 2010, and slightly decreased in 2011 riegch
31.4%. With an annual percentage rate (APR) of @1 iBe
2011 yield matches the APR.

Seilanithih’s revenue quality is moderate to wegkinterest
rates have long been higher than top competitaacd a
higher yield. The important drop in 2011 comes from
interest rate decrease in order to catch up witkeroMFIs
and continue to attract new clients. Competitiomasy high

in Cambodia, It is tough for Seilanithih to keep wiph the
pace imposed by other players, above all in texhiisterest
rates. At the moment, Seilanithih’s market sharghisnking
due to a lack of funding. Over the year 2011, titaltloan
portfolio of all the Cambodian MFIs put togetheewgr by
approximately 48% when Seilanithih portfolio increased
only by 7%. The products provided by the institatiare
also very simple (individual/group), when other MFften
have products adapted to particular activitiesemtars. The
marketing unit is now in charge of product develepm
although no new products are likely to be created
Seilanithih is in the process of creating a newgeand
branding for itself. As the first formal step, tB@ard has
already approved a new name and logo for Seildmiththe

The funding expense ratio slightly decreased inl12@d
7.3% (down from 8.1% in 2010), even though the @taof
investors often compelled Seilanithih to borrowaahigher
rate. The weighted average rate for the funds kadoin
2011 is 10.7% (10.2% in 2010 and 10% in 2009). &hthe
capital increase happen, the leverage would thelindeand
reduce the funding expense ratio. The impairmepepse
ratio dropped sharply from 3% in 2009, to 1.5% @i@ and
0.2% in 2011. This ratio was negative the yearsrdeefand
considering that the strong increase in 2009 is tduéhe
economic crisis of 2008, this ratio should now ramaw.

Profitability Structure
45% -
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Operating expense rat i Financial expense ratidlmpairment expense ratid Portfolio yield

In the present situation, with low growth due tekaof
funds, Seilanithih’s profitability is closely linke to its
ability to increase its equity and thereon addHertdebt
funds. Considering that Seilanithih plans to expamdhe
same provinces, with not too many new branches dagdde
higher loan portfolio is likely to lead to redugatian the
ratio and improve Seilanithih’s

operating expenses
profitability.

last Board meeting held in Dec 2011. The new name

approved by the Board is “Khmer Finance Limited”.
Seilanithih bets on its proximity with the clien€@s are
always in the field and have good relations witlerus) to
attract new clients.

Seilanithih’'s operating expense ratio (OER) hast kaep

decreasing since 2006 and is at 20.6% for 2011, but

compared to other MFIs, Seilanithih’'s OER is on lingher
side. As a medium player on the market, Seilanithifiers
from low economies of scale, which is exacerbatedhe
low CO productivity (151 clients per CO in 2011,wdo

from 171 in 2010) and possibly the irregularitied by the
former CEO/HR/Finance Director. A recent emphasis g
cutting costs (e.g. salary freeze for the next ywars) could
lead to some reduction in the OER.

19 The ROA fell from 5.9% in 2007 to 1% in 2008.

The opinions expressed within this report are vétid one
year after the rating mission. Beyond one yearinacase of
a major change during this period affecting thetitogion’s
performance, that change due to the institutioelitsr its
operating environment, Planet Rating does not gotre
the validity of the opinions contained herein,
recommends that a new rating evaluation be undert
Planet Rating cannot be held responsible
investments/financings that are made based orrepisrt.

nd

or

20 Source: CMA reports Dec 2010 and Dec 2011.
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= Benchmarking

Active borrowers

AMK | ] 275,739
AMRET | ] 266,914
VisionFundi ] 132,036

Prasac_ ] 125127

EAP _:l 61,039
Sathapana_:| 57,001

Kredit _:l 56,519
Cambodia_: 39,701

Seilanithih 13,846
SAMIC 10,809

Average outstanding loan amount per borrower (USD)

Sathapana

] 1,661

Prasac

] 1,209

Kredit ] 789
SAMIC [ 696
Seilanithih _— 597
Cambodia [ 560
S — Y7
AMRET _:l 370
VisionFund_ ] 286
AMK _:l 173

Portfolio yield

-
AMK |

] 35.5%

Seilanithih — 34.9%

AMRET

] 33.1%

SAMIC

] 30.0%

VisionFund

] 30.0%

] 28.6%

Cambodia

Kredit

] 27.3%

EAP

] 27.1%

Sathapana

] 25.2%

Prasac

NPL 30 +r

AMRET [0 0.1%
AMK _EI 0.1%
Prasacicl 0.1%
VisionFund _[l 0.1%
Sathapana_:I 0.2%
Kredit 7:| 0.3%
Cambodia-:| 0.8%
Seilanithih __ 1.3%

SAMIC ] 1.4%

23.8%

EAP

] 3.0%

Loan portfolio (USD)

Prasac

] 151,239,430

98,802,846

AMRET |

94,665,480

Sathapana ]
AMK _:l 47,724,325
Kredit _:l 44,591,742

VisionFund _:l 37,719,087
EAP _:I 22,815,998

Cambodia_: 22,229,062

Seilanithih 8,269,363
SAMIC

7,527,396

ROA

AMRET

] 5.9%

Kredit ] 3.7%

Prasac ] 3.3%

SAMIC ] 3.0%

] 3.0%

Cambodia

VisionFund ] 2.8%

Sathapana ] 2.7%
Seilanithih __ 2.5%
N — L

| —

EAP

Operating expense ratio

seianithin |  2.6%

AMK

1 20.1%

VisionFund |

Cambodia ]

SAMIC |

AMRET

Kredit |

EAP |

12.4%

Sathapana ]

] 11.7%

Prasac

Write-off ratio

AMRET
Sathapana ] 0.3%
VisionFund ] 0.3%

Prasac

] 0.5%
] 0.6%
Cambodia ] 0.7%

Seilanithin | 0.7%

Kredit

16.9%

16.2%
15.2%

] 14.6%
14.5%
14.4%

EAP

] 0.8%

SAMIC

] 1.0%

AMK

] 1.1%

Source For Seilanithih, Planet Rating’s own data as e£[2011. CMA for borrowers, loan portfolio, averdgan amount and NPL+r; data as of Dec. 2011.
Other data from www.mixmarket.org for FY2010. EAsta and the Pacific (large scale MFIs) median dataf December 2009.
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= Performance indicators Data in USD, unless otherwise stated
Loan Portfolio Dec. 2006  Dec. 2007  Dec.2008 Dec.2009 Dec.2010 Dec. 2011
Loan portfolio evolution
Loan portfolio 1,744,838 3,518,712 5,479,165 6,291,573 7,692,876 8,269,363
Loan portfolio (USD) 1,744,838 3,518,712 5,479,165 6,291,573 7,692,876 8,269,363
Growth 21.6% 101.7% 55.7% 14.8% 22.3% 7.5%
Active borrowers 3,580 4,227 6,700 10,433 14,395 13,846
Growth (6.0%) 18.1% 58.5% 55.7% 38.0% (3.8%)
Average outstanding loan amount per borrower 487 832 818 603 534 597
% of GDP per capita 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Average amount disbursed per loan 625 959 1,049 713 606 712
% of GDP per capita 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Portfolio quality
Rescheduled loans 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
NPL 31-365 0.1% 0.4% 0.6% 2.7% 1.6% 0.1%
NPL 365 0.0% 0.0% 0.1% 0.1% 1.0% 1.1%
Write-off ratio 0.4% 0.1% 0.0% 1.1% 0.6% 0.7%
NPL 30 + r + write-offs ratio 0.5% 0.6% 0.8% 4.1% 3.4% 1.9%
Credit risk coverage
Risk coverage ratio (NPL 30) 203.8% 20.8% 10.1%  70.1% 105.7% 165.0%
Uncovered capital ratio (NPL 30) <0% 1.8% 6.9% 4.8% <0% <0%
SEVNE Dec. 2006 Dec. 2007 Dec. 2008 Dec. 2009 Dec. 2010
Outstanding deposits 182,446 273,799 365,256 406,212 465,934 407,366
Outstanding deposits (USD) 182,446 273,799 365,256 406,212 465,934 407,366
Growth 18.3% 50.1% 33.4% 11.2% 14.7% (12.6%)
Voluntary savings (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cash collateral (%) 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Active savers 3,942 4,613 6,181 11,017 15,447 15,968
Growth ? 17.0% 34.0% 78.2% 40.2% 3.4%
Average outstanding deposit per saver 46 59 59 37 30 26
Voluntary savings - - - - - -
Cash collateral 46 59 59 37 30 26
Dec. 2007 Dec. 2008 Dec. 2009 Dec. 2010
Total number of staff 81 109 138 196 187 207
% Credit officers 33.3% 34.9% 42.0% 40.3% 44.9% 44.4%
Turnover 17.0% 11.6% 11.3% 10.8% 16.7% 15.2%
Profitability analysis Dec. 2007 Dec. 2008 Dec. 2009 Dec. 2010 .
ROE 1.2% 30.7% 10.3% 13.2% 15.4% 15.2%
Liabilities / Equity 1.95x 3.31x 9.18x 3.92x 3.30x 3.32x
Core capital adequacy ratio 23.4% 16.2% 8.0% 16.7% 18.4% 18.1%
Total capital adequacy ratio 35.3% 24.5% 12.0% 23.3% 24.4% 23.7%
ROA 4.0% 5.7% 1.0% 1.4% 2.6% 2.7%
ROA (without donations) 0.2% 5.5% 1.0% 1.4% 2.5% 2.7%
Profitability structure
Total revenue ratio 38.5% 36.8% 36.0% 35.6% 35.4% 31.8%
Portfolio yield 38.3% 36.3% 35.8% 35.2% 34.9% 31.4%
Net interest margin 33.5% 29.7% 26.8% 26.8% 26.7% 24.4%
Operating expense ratio 33.9% 27.6% 24.0% 22.2% 21.6% 20.6%
Cost income ratio 88.1% 75.1% 66.7% 62.3% 61.0% 64.8%
Cost per borrower 165 187 225 152 124 120
Staff productivity 44 39 49 53 77 67
Loan officer productivity 133 111 116 132 171 151
Average outstanding loan amount per borrower (USC 487 832 818 603 534 597
Financial expense ratio 4.9% 3.2% 9.6% 7.6% 8.1% 7.3%
Cost of savings 5.7% 4.8% 4.3% 4.6% 5.2% 5.2%
Cost of borrowings 6.8% 8.6% 11.0% 8.9% 9.7% 9.2%
Impairment expense ratio (1.1%) (0.5%) (0.2%) 3.0% 1.5% 0.2%
NPL 30 +r 0.1% 0.4% 0.7% 2.9% 2.6% 1.26%
Write-off ratio 0.4% 0.1% 0.0% 1.1% 0.64% 0.66%
Resource optimization
Portfolio to assets 91.9% 91.2% 74.0% 80.0% 89.9% 92.4%
Revenue from investment as a % of financial revenue 0.2% 0.7% 0.6% 1.1% 0.1% 0.0%
Liquidity
Cash to demand deposits n/a n/a n/a n/a n/a n/a
Liquidity / Total assets (LAR) 4.3% 5.7% 22.4% 14.9% 5.2% 2.2%
Current ratio (1 year) 667.3% 121.8% 292.2% 368.4% 279.7% 160.6%

Exchange rate 1 USD= xx USD
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= Financial statements — USD

Dec. 2006 Dec. 2007
689,316 958,937

Dec. 2008
1,825,858

Dec. 2009
2,067,358

Dec. 2010
2,489,961

Dec. 2011
2,586,38

Income Statement (USD)
Interest and fee income on loan portfolio

Interest and fee income on investments 1,705 56,86 10,509 23,054 1,466 993
Interest and other financial expenses 88,573 1215, 493,030 521,730 583,048 602,670
Net inflation adjustment expense - - - - - -
Net foreign exchange income (expense) - 131,122 3,891 72,747 7,108 2,767
Net financial income 602,448 881,780 1,347,228 1,641,429 1,915,487 1,987,471
Fees and commissions on other financial services - - - - - -
Other operating income 1,738 6,609 4,034 324 33,445 35,705
Operating expenses 610,046 729,825 1,227,730 1,303,139 1,539,831 1,700,263
Personnel expenses 324,210 452,450 659,926 795,583 1,015,701 271192
Administrative and other expenses 257,077 236,640 510,400 427,519 440,871 521,731
Depreciation 28,759 40,735 57,404 80,037 83,259 51,340
Non operating income (net) - - - - - -
Gross operating income (5,860) 158,564 123,532 338,614 409,101 322,914
Net impairment expense (18,982) (12,871) (7,924) 173,752 109,290 17,374
Net operating income 13,122 171,435 131,456 164,862 299,811 305,54
Extraordinary income (net) - - - - - -
Net income before tax 13,122 171,435 131,456 164,862 299,811 305,54
Income Tax 8,968 13,662 75,393 58,828 100,201 75,459
Net income before donations 4,154 157,773 56,063 106,034 199,610 230,081
Donations 65,992 5,892 - - 5,965 843
Net Income 70,146 163,665 56,063 106,034 205,575 230,924

Dec. 2011

Balance Sheet (USD)

Dec. 2006

Dec. 2007

Dec. 2008

Dec. 2009

Dec. 2010

ASSETS 1,893,720 3,854,593 7,400,168 7,710,766 84819, 8,762,299
Liquid assets 82,222 220,491 1,656,252 1,151,725 436,099 4,355
Net loan portfolio 1,740,690 3,515,896 5,475,389 6,165,774 78691, 8,097,654
Gross loan portfolio 1,744,838 3,518,712 5488,1 6,291,573 7,692,876 8,269,363
(Impairment loss allowance) (4,148) (2,816) [€5)4 (125,799) (211,009) (171,708)
Interest receivable - - 96,530 132,363 210,254 223,430
Financial investments - - - - - -
Net fixed assets 48,985 87,645 97,369 136,277 73,789 46,101
Intangible assets - - 32,613 38,997 32,400 23,553
Other assets 21,823 30,561 42,015 85,630 85,000 177,205
LIABILITIES AND EQUITY 1,893,720 3,854,593 7,400168 7,710,766 8,319,409 8,762,299
Liabilities 1,464,846 3,256,377 6,914,143 6,593,678 66848, 7,197,993
Demand deposits - - - - - -
Time deposits - - - - - -
Cash collateral 182,446 273,799 365,256 406,212 465,934 467,3
Borrowings 726,375 2,273,169 5,031,672 5,283,125 5,380,33 5,592,765
Subordinated debt 463,718 469,857 460,877 451,149 464,061 465,6
Other liabilities 92,307 239,552 1,056,338 453,192 538,312 1832,
Equity 428,874 598,216 486,025 1,117,088 1,470,768 ,5641306
Core capital 424,272 593,553 481,451 1,128,138 1,455,180 ,548]1702
Paid-in capital 337,200 341,664 335,134 1,000,000 1,000,000 ,0001000
Earnings - current period 70,146 163,665 56,063 106,034 205,575 230,924
Retained earnings 16,926 88,224 90,254 22,104 249,605 317,778
Other equity accounts 4,602 4,663 4,574 (11,050) 15,588 15,604

Dec. 2006

Dec. 2007

Dec. 2008

Dec. 2009

Dec. 2010

Dec. 2011

Off Balance Sheet Accounts

Portfolio under management
Written-off loans under collection
Outstanding guarantees

Balance Sheet Averages

Dec. 2006

Dec. 2007

Dec. 2008

Dec. 2009

Dec. 2010

Dec. 2011

Gross loan portfolio 1,798,764 2,644,866 5,107,083 5,880,692 73039, 8,249,988
Assets 1,771,674 2,874,157 5,627,381 7,555,467 80885, 8,540,854
Deposits 174,058 229,858 357,183 386,919 451,103 439,3
Borrowings and subordinated debt 1,149,316 15886, 4,117,787 5,613,411 5,789,334 5,951,414
Equity 341,181 513,545 542,121 801,557 1,293,928 171587

www.planetrating.com




GIRAFE Rating — Seilanithih Limited,

Cambodia —Jan uary 2012

= Formulas

Return on assets (ROA):
ROA (without donations):
Return on equity (ROE):
Leverage:

Capital adequacy ratio:
Total revenue ratio:
Portfolio yield:

Operating expense ratio:
Cost per borrower:

Staff productivity:
Funding expense ratio:
Cost of savings:

Cost of borrowings:

Net operating income / Agerassets
Net operating income befdonations / Average assets
Net operating income beftopations / Average equity
Liabilities / Equity (end of period)
Capital / Risk weightedetssgend of period)
Total revenue / Average gmgstanding portfolio
Portfolio revenue / Average gramgstanding portfolio
Operating expense / Aeegagss outstanding portfolio
Operating expense / Active beers (end of period)
Active borrowers / Total pers®l (end of period)
Interest and fees paid odifig liabilities / Average gross outstanding palitf
Interest and fees paid on depbAierage deposits
Interest and fees paid on bwirrgs / Average borrowings

Loan loss provision expense ratio: Net loan logsigion expense / Average gross outstanding pastfol

Write-off ratio:

Risk coverage ratio:

Cash to demand deposits:
Current ratio (1 year):

= Rating scale

Loans written off / Average grosatstanding portfolio
Loan loss reserve / Portfaticsk > 30 days
Instantly available liquiskets / Demand deposits (end of period)
Short term assets / Skewrhtiabilities (end of period)

Rating Rating summary

A++ Current institutional, operational and financp@rformances are optimal. There is no downsideirnisthe short-
term. Medium and long-term plans are well-desigme@cution capacity is excellent and goals are likely to be
achieved. Short and medium term risks are minimad/@& well-managed. Long-term risks are adequately
monitored and anticipated. Changes in the econgmoidtical or social environment should only minihyahffect
the institution’s financial condition given its higesilience. u
A+ Current institutional, operational and financial fpemances are excellent when compared to indusaydards. =
A Medium and long-term plans are well-designed, etteaucapacity is very good, and goals are verylyike be S
A- achieved. Short and medium term risks are mininmd/@ well managed. Long-term risks are adequatelg
monitored and anticipated. Changes in the econgmidjcal or social environment should have a leditimpact E
on the institution’s financial condition given @sility to quickly adjust its strategies and/ordatorrective actions. g
B++ Current institutional, operational and financialfpemances are satisfactory when compared to ingssandards. z
B+ Medium and/or long-term plans are adequately desigexecution capacity is good and goals are likelpe
B achieved. Short and medium term risks are low andéll managed. Areas for improvements have beentified
and are being addressed. Changes in the econontiticgbar social environment might have an impact the
institution’s financial condition that should hovesvemain moderate.
B- Current institutional, operational and financiatjprmances are close to industry standards. Sindrimedium term
risks are moderate but are not fully addressed.t liesas for improvements have been identified,nbedium and
long term plans miss one or several critical elels)egxecution capacity is uneven and some goalsrdileely to be |,
achieved. The institution is vulnerable to majoartes in the economic, political or social envirenin E E
C++ Current institutional, operational and financial fpemances are below comparable industry stand&isrt and ; s
C+ medium term risks are moderate-high but are ndy fatidressed. Most areas for improvements have bedh S
C identified, but medium and long-term plans miss oneeveral critical elements, execution capadtyeak and =
C- many goals are unlikely to be achieved. Most mamage processes and systems are in place but néedrédined
or updated. The institution is vulnerable to majoeanges in the economic, political or social envinent
D High risk: Important weaknesses in operational and finarmiaehs result in high institutional vulnerabilitpca w
potential risk of default. Performance is very pwoseveral important evaluation areas. g © a
z 2 £
I wp
E Immediate risk of default: Existing operational and/or financial and/or stgat weaknesses create an outstandiné ﬁ u

risk of default. Performance is very poor in mosileation areas.
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