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PREFACE

Inspection of Cooperative societies in Tanzania which includes SACCOS has been there for a
very long time. However, this inspection focused on onsite visit to the SACCOS premises
which was considered to be non-effective due to limitations of financial and human resources

and challenges for the registrar to timely impose supervisory action to weak SACCOS.

For the purpose of achieving effective supervision of SACCOS, Section 93 of Cooperatives
Societies Act No. 6 of 2013 requires strengthening of registrar’s supervisory function. In
strengthening the supervisory function. SACCOS Regulations direct inspectors to conduct
off- site supervision to facilitate timely identification of SACCOS operational risk areas

before onsite visits to SACCOS premises are carried out.

Considering that, off-site supervision is a new supervisory approach: the registrar has
developed this manual to guide inspectors to systematically conduct inspection of SACCOS
while they are at their offices. Otf-site inspection shall focus on the review and analysis of

financial and non -financial data submitted to the registrar by the SACCOS.

Consequently, it is expected that inspectors shall effectively conduct off-site supervision of
SACCOS and facilitate the registrar to timely identify early warning signs and risk areas
requiring special attention. Likewise, the off-site analysis shall form the basis for scheduling
of on-site supervision, identification of priority areas for inspection and availability of

SACCOS data due to availability of various regulatory returns as required by the SACCOS

regulations.

REGISTRAR OF COOPERATIVE SOCIETIES

July 2017
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CHAPTER ONE
1.1 Introduction

Section 93 (1) of the Cooperative Societies Act No. 6 of 2013 and SACCOS Regulations 102
gives mandate to the Registrar of Cooperatives to inspect the affairs of Cooperative Societies
including SACCOS.

The objectives of regulatory supervision are to maintain the integrity of the financial sector,
foster public confidence in the financial system, encourage good management practices in
SACCOS, protect member assets and deposits and detect fraud and illegal activities.
Successful supervision ensures the long-term viability of these SACCOS by resolving
problems when discovered. If a SACCOS has problems that it cannot correct or causes it to
fail, then the goal of supervision should be to minimize the costs to creditors, members and

the financial system.

In view of the above legal and regulatory requirement, the registrar of cooperative societies
has developed this manual for the purpose of guiding SACCOS inspectors on how to conduct
off-site inspection. In order to achieve the specified objectives, the inspector shall;
i Analyze the off-site reports submitted by SACCOS to ensure transparency and
compliance with the law and regulations;
ii.  Review financial reports submitted by SACCOS and monitor their financial condition
on an on-going basis;
iil.  Monitor compliance with regulatory requirements and implementation of applicable
accounting principles;
iv.  Review and analyse audited financial statements and internal and exiernal audit
reports;
v, Identify irregular transactions; and

vi.  Perform on-site inspections as required and needed.

Off-site and on-site supervision provides a comprehensive analysis of a SACCOS. They
differ in the Jocation where they take place (off-site in the registrar office and on-site in the
field or SACCOS’ office) and the items they address. The off-site supervision covers a
SACCOS’ quantitative information over time while on-site looks at quantitative and

qualitative.
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1.2 Supervision Methodology

In carrying out off site supervision the registrar shall ensure that the process; establishes

regular contact, systematic, focus to risk arecas, is analytical and effective as explained below:;

iii.

Regular Contact. this consists of maintaining on-going contact with the supervised
SACCOS. An inspector shall be assigned a number of SACCOS that he or she is
responsible for. The inspectors shall facilitate and ensure effective communication

between these SACCOS, the Registrar and any other entitics,

Systematic: the supervision process shall be well organized and carried out in steps.
Inspectors along with their supervisor shall develop a work schedule to review the
reports that are submitted to determine that they are in line with the established
framework as developed by the Registrar. Then the inspector, along with their
supervisor, shall adopt a sequence of steps to make sure that all tasks are accomplished

as per Registrar’s framework.

Among others, the off-site Supervision process shall comprise of;

o A calendar to make sure all reports are delivered on time from the SACCOS to
the Registrar;

o Review of all received reports from SACCOS to ensure that they are properly
completed, dated and signed;

o Organizing the SACCOS® data in a meaningful way using spreadsheets and
worksheets;

o Review compliance with regulatory requirements;

o Perform an assessment of the SACCOS financial condition and trend analysis;

o Prepare a supervisory report with conclusions about compliance and financial
condition and recommendations for corrective action: and

o Maintain a filing system that allows casy reference to SACCO’s documents and
data by any inspector or supervisor. The use of a computerized supervisory

system is a valuable asset in the systematic approach described.

Focused: inspectors shall ensure that they are not overwhelmed by a mass of
meaningless data. Thus, it is important that inspectors have a clear understanding of

the risks specific to the SACCOS they supervise. Inspectors shall be specialized; they

2
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have to focus on the main assets and risks of the SACCOS, for example their loan
portfolio. Off-site supervision should focus on the most risky asset — loans and
variables related to the loan portfolio such as:

o General quality of the loan portfolio,

o Paymcﬁt in arrears and loans in default,

o Adequacy of the allowance for loan loss,

o Loan concentrations, and

o Loans to insiders and related parties.

iv.  Analytical: Inspectors shall adopt a pro-active and inquisitive attitude in the course of
their supervisory work. In addition to receipt of SACCOS reports and perform analysis
there on Inspectors shall determine the meaning of the data and ratios in terms of the
financial condition, prudential standards and PEARLS ratios.! Inspectors shall be able
to answer questions such as:

o What does this information mean in terms of the financial condition and
operations of the SACCOS supervise?

o Isthe SACCOS in full compliance with regulatory requirements?

¢ Is the loan portfolio healthy?

c Isthe SACCOS profitable?

o Isthe SACCOS adequately capitalized?

o Is there anything unusual in the information the SACCOS is reporting?

Inspectors shall use relevant analytical tools such as trend analysis to obtain a dynamic
perspective on a SACCOS and an early warning system to detect emerging problems before

they lead to a crisis threatening the viability of a SACCOS and the safety of its members.

v.  Effective supervision; inspector shall ensure the soundness of the SACCOS sub-sector
and give rise to corrective actions by the Registrar when necessary, including pre-

emptive actions such as change in management, amalgamation, or liquidation.

' PEARLS are a collection of ratios designed specifically for SACCOS and created by WOCCU. PEARLS are used around
the world to objectively evaluate the financial condition of SACCOS. PEARLS is an acronym for Protection, Earnings.
Asset Quality, Rate of Returns and Costs. Liquidity and Signs of Growth. '

3
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Off-site Supervision process shall be conducted following the risk based approach. That
is, the farger SACCOS and those with operational and financial problems that generally
are more risky to the system and its members shall be subjected to more supervisory

attention.

Furthermore, financial information shall be periodically collected from SACCOS and
shall form the basis of data source for the off-site monitoring report. Larger SACCOS,
licensed SACCOS and more risky SACCOS such as those with financial weaknesses
shall be required to report monthly while Smaller and less risky SACCOS shall be

required to provide financial information quarterly.

Off-site supervision shall use prudential standards as set forth in the regulations and
PEARLS ratios (see Appendix 4 for an in-depth explanation of PEARLS) 1o assess
overall risk and the financial condition of the SACCOS. These standards and ratios shall
be calculated periodically while performing off-site supervision. Prudential standards and
trend analysis involves analysis of SACCOS key performance indicators to assess
sustainability and profitability, liquidity, portfolio quality, efficiency and productivity in
quantitative terms and to identify emerging problems. The analysis of the PEARLS ratios,
prudential standards and trends in the financial numbers is the basis of the off-site
supervision. The analysis shall assist the inspectors in determining the overall condition
of the SACCOS and in making recommendations which provides a basis for following up

on previous recommendations.
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CHAPTER TWO
2.1. Off-Site Supervision Procedures

Off-Site monitoring and analysis is used to monitor SACCOS during the period between on-
site inspections and follow-up contacts which is the basis of proactive supervision and
regulation. Early problem identification and resolution makes for effective supervision.
Successful off-site supervision is based on the concept of risk identification. The results of

off-site analysis frequently determine the timing and resources needed for on-site inspections.

The registrar shall carefully assess the risk posed by each SACCOS during the off-site
supervision process and prioritize the inspection scheduie. Those SACCOS posing the most
risk should be inspected early in the vear and perhaps more frequent visits could be made for
shorter time periods and focus only on the areas of risk. The registrar shall be flexible enough
with the inspection schedule to change the schedule when adverse information is obtained
concerning a SACCOS.,

For the purpose of conducting off site Supervision each inspector shall be allocated with
specific SACCOS of varying asset size, complexity and risk commensurate with their
experience. They are responsible for the analysis and supervision of these SACCOS
throughout the year. The supervisors may be in charge of a SACCOS’ supervision for up to
two consecutive years. After two years, the SACCOS should be reassigned to another
inspector. When the SACCOS is assigned (o the inspector all documentation files and

information shall be assessable to the inspector.

The assigned inspectors shall conduct off-site supervision of their respective SACCOS. The
inspectors shall be responsible for collecting the periodic data using the required forms. From
the information received, the inspectors shall calculate the prudential standards and the
PEARLS ratios, perform trend analysis, and complete the off-site supervision report. The
inspectors shall provide all of their reports to their supervisors and the supervisors may

provide reports to SACCOS’ management where necessary.

Moreover. inspectors shall supervise their assigned SACCOS using various reports, tools
and gathered information which most likely consists of: regulatory reports and submitted
financial statements; periodic trend analysis of the prudential standards, financial results and

PEARLS ratios, telephone contacts, written correspondence. In the early stages of SACCQO's
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development, inspectors may have to perform more frequent off-site monitoring to ensure
that Board and management are actively working to correct any problems previously
identified. In SACCOS with serious problems, supervision may also include follow-up or ad

hoc inspections (additional on-site contacts) and in-depth monitoring of financial trends.

Furthermore, the inspector in charge, through other inspectors, industry participants, news
reports, and any other relevant sources, must stay abreast of developments within the various
industries or communities that affect the SACCOS for which they are responsible. Inspectors
should act on potential problems by contacting management to verify information received.
Inspectors shall inform their supervisors immediately of potentially serious conditions that
could adversely affect a SACCOS.

Early problem identification and resolution makes for successful supervision. However,
supervisory efforts may not always resolve the problem. After the Registrar and the SACCOS

have exhausted other alternatives amalgamation or liquidation may be considered.

The information submitted by the SACCOS must be correct and standardized in order to
facilitate analysis. This requires that the SACCOS fiscal year is standardized amongst all
SACCQOS, starting on 1 January and ending on 31 December, and that all SACCOS use a
standardized chart of accounts for comparability purpose. From the submitted information,
the inspectors shall perform a trend analysis of selected information. The general steps for

conducting off-site supervision shall consist of:

i.  Data collection (see Appendix B - Forms 1-5), statement of financial position,
Statement of comprehensive Income, loan delinquency report and reports on large
loans and loans to relfated parties);

ii.  Trend analysis (see Appendix C} - prudential standards, PEARLS ratios and financial
numbers) and problem identification;
iii,  Off-site supervision report (see Appendix A); and

iv.  Follow-up
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2.2 Off-Site Supervision Process
Supervisicn is a continuous process as depicted in Figure 2.1,

Figure 2.1  Supervision Process

SACCOS - { 3Inspector {D)Inspecror (3)inspector (4) Inspector
Complete Receives Checks evaluares Financial Determines 1f
and Send and Regularory Performance any Early
Reports Compiles Compliance and (Warksheer 3) Warning
(Appgﬂdfx Information PLEARLS Raties Signa]s are
E forms I- > p (Worksheets ] _— | prosunt (see
& and 2) Table 2.2)
((_;igf[g_spegmr Complctcs E") Inspector YES - (6) v
-Site Supervision » Jiscuss n Tiisheeti
Report and notes if " Recommendatio  [© lnfgrms i Issucs
Reg{:strar are to be ns wilh_ Supervisor. Identified?
notified. (dppendix A) Supervisor and
SACCOS
X
{9) inspector Follows-up on resolution of NO - (5) Inspector Completes Off-
problems and implementation of Site Supervision Report (Appendix
recommendations. If neccssary, on-site A), submits report to supervisor and
mspection is performed immediately or files the report in the SACCOS’ file
earlier than scheduled because of identified after supervisor has approved report.
problems

2.2.1 Preparation for Off-site supervision

Each off-site inspector with their supervisor shall set up the calendar to foilow up on the
timeliness of each report’s delivery. This calendar shall include all the SACCOS for which
the inspector is responsible. The inspector planning should take into account the timing for
report submission, SACCOS financial performance analysis, previous problems and risks
identified and off-site supervision report preparation. It is best if supervision is coordinated
amongst all the inspectors. The inspector’s calendar shall be derived from a Off-Site

Supervision Manager schedule for the whale supervision team.

The input of the supervision process includes the required reporting forms as provided in
Appendix-2 of this manual and the audited annual financial statements. The SACCOS is
expected to provide the forms in the prescribed format. If there are any delays in report
submission by the SACCOS, the off-site inspector shall contact the SACCOS by telephone
immediately. If the delays persist beyond a few days, an appointment should be made with

management to discuss the situation. The registrar may impose either administrative or
i
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monetary penalties if the situation persists or the inspector may have to make an on-site visit
to investigate the problems more thoroughly. Delays in report submission shall be recorded in
writing by the inspector. Recurrent delays are generally early warning signals that there are

problems or they lay ahead.

2.2.2 Data Collection.
Data collection involves the input of data obtained from SACCOS (Appendix B) into a

standardized document or database (see Appendix C). Data standardization is imperative so
that inspectors understand the information they are analysing and can make useful
comparisons and conclusions. Standardized forms are essential:
i.  To collect meaningful data from each SACCOS;
il.  To make the data useful and comparable;
iii.  To reduce individual interpretation and incorrect information; and

iv.  To produce meaningful information and results.

The SACCQOS shall submit reports as required, monthly for large, risky or licensed SACCOS
and quarterly for all other SACCOS (see Appendix B for SACCOS reporting forms).
Reports shall be submitted to the Registrar no later than the 13" day of the following month
for SACCOS that report monthly and the 30" day following the end of the quarter for all
other SACCOS. However. the Registrar may decide that a SACCOS needs to report mare
frequently than quarterly (e.g. newly registered SACCOS or those with severe problems).

The reporting forms shall consist of (4ppendix B):

i, Statement of financial position — Form I;

ii.  Statement of comprehensive income — form 2;
iii.  Loan classification and provisioning report — form 3;
iv.  Loans to related parties — form 4; and

v.  List of large exposures (Loans) exceeding 3% of the SACCOS core capital - form 5.

1. The SACCOS shall submit to the Registrar financial report not later than 6 months from
the end of the financial year.:
i.  Audited annual financial statements, including the statement of financial position,
statement of comprehensive income, statement of cash flows, statement of changes in
equity, and notes to account for 31 December of the preceding year

ii.  Management audit report; and
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1ii.

7

Arnual report of the Board for 31 December of the preceding year.

[nspectors shall use the standardized forms in this manual to collect all information.
These forms are the input source of SACCOS financial and statistical information and
off-site trend analysis (see Appendix C). Inspectors. as the primary contact with these
SACCOS, play an integral part in the success of the data collection and review process.
Accordingly, inspectors are individually responsible for ensuring the accuracy of their
assigned SACCOS. The Registrar shall allocate sufficient time to inspectors specifically

for this objective.

If inspectors have concerns with the validity of a SACCOS' data, they shall discuss this
with their supervisor and contact the SACCOS manager and, if needed, chairman of the
board for verification. The information shall be amended as needed. The need for
accurate financial and statistical reporting is critical and requires continual review and

verification.

Step (1): Receiving and Compiling Information

Upon receipt of Off-Site Supervision forms 1-5 in Appendix B, the off-site inspector has to

check that all reports were received, that each has been properly filled in and that they are

consistent, The consistency of the reports can be checked by comparing the reports submitted

to reports received for earlier time periods and to the actual financial statements for the

period under review. The off-site inspector compiles the data by organizing the reports and

information in a meaningful way. This is done by completing Prudential Standards, PEARLS

Ratio and Financial Results as explained below;

Worksheet number 1: Prudential Standards: This worksheet is designed to assess the
regulatory compliance of a SACCOS. For each limit set by the prudential regulation,
the actual performance is presented quarterly or monthly as required. This sheet
provides the inspector with a view on the evolution of these indicators over the
previous year or two.

Worksheet number 2: PEARLS Ratios: This worksheet contains selected PEARLS
ratios used industry wide to assess operations. The worksheet discloses the value of
these indicators for each quarterly or monthly period, the benchmark for each ratio

provides the inspector with the necessary information to perform a trend analysis.
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ii.  Worksheet number 3: Financial Results: This worksheet summarizes the quarterly or
monthly variation of the most material numbers on the statement of financial position.
comprehensive income statement and off-balance sheet items. This worksheet allows
the inspector to identify changes in the numbers or the data that is used to calculate
the ratios. Inspectors shall be aware that ratios can often hide the source of problems

because a ratio is a comparison of two or more numbers,

2.2.3 Trend Analysis and Problem Identification

Inspectors shall adopt a dynamic approach to off-site supervision and monitor the evolution
of SACCOS financial performance and position. This is necessary to allow the inspector to
detect negative trends, anticipate possible future problems and take corrective action if

necessary.

Trend analysis shall be performed by comparing financial data and ratios over successive
periods. This shall be done using the worksheets provided in this manual (see Appendix €) to

collect data over time and then compare the data from one time period to the next.

In terms of financial data, the trend analysis includes the monitoring of trends in financial
results, that is, loan portfolio, investments. non-current assets, interest income, interest
expense, and loan loss provisions, operating expenses. profits, capital accumulation. loans in

arrears, indebtedness, shares and savings.

Menitoring the growth of an institution is critical. For example - SACCOS that grow too fast
risk losing control of their operating costs, as a result profitability suffers. Rapid growth in
lending activities may also lead to deterioration in the quality of the lean portfolio and an
increase in loan losses. If a SACCOS is eager to increase its market share, it is likely to
become less demanding in evaluating the creditworthiness of its borrowers. In that context,
trend analysis is a powerful tool to allow inspectors to get a better understanding of the

financial condition of the SACCOS under their responsibility.

While reviewing the financial information the inspector shall perform a comparative analysis
of the reported information and selected performance indicators (ratios and trends). The
objective of this analysis is known as problem identification. It involves identifving key
performance indicators (ratios and trends) that are outside acceptable operating parameters,

vary significantly from overall industry averages, or that indicate significant or unusual

10
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changes. The inspector shall look for unusual financial relationships within the period as well

as adverse trends developing over all reporting periods.

This analysis helps to highlight important variations in key financial data or ratios, and
detects any irregularities. It is the responsibility of the oft-site inspector to investigate any

sizeable anomaly detected in the evolution of a SACCOS’ financial position.

For illustrative purposes - an example of critical key ratios or indicators that rcveal
operational problems in a time period or over consecutive time periods that require additional
inspector attention are:

i. A decreasing net instifutional capital to total assets ratio;

ii.  An increase in loan delinquency; ot

iili. A decline in net income from one reporting period to the next.

Inspectors shall note the negative figure, ratio, or trend and identify and formulate solutions

on how the problem can be solved and monitored. For example:

i.  The ratio of net institutional capital to total assets, as stated in the SACCOS
Regulation is to be maintained at no fess than 6%. Any SACCOS that has capital
below this minimum would be in the transition period and working under capital
growth plan or in non-compliance and would require additional follow-up by the
inspector to determine the cause for the low capital level and what measures the
SACCOS is taking, or planning to take, to comply with the minimum capital
requirements. [f prudential standards are not met, this will be addressed in the Off-
Site Supervision Report. The inspector shall then indicate in the Off-Site Supervision
Report whether the SACCOS’s plans for improving the capital position are reasonable
and acceptable or the inspector shall suggest alternative actions to be taken by the
SACCOS.

ii.  Delinquent Loans > 30 days/ Total Loans ratio according to the SACCOS Regulations
shall not exceed 3%. If a SACCOS reports a ratio in excess of the maximum, the
inspector shall discuss this in the report, perform additional follow-up to determine the
cause for the excessive delinquency ratio and what measures the SACCOS has
implemented or is planning to implement to reduce delinquency and whether the plans

arc adequate.

11
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When potential problems are detected, the fist course of action shall be for the inspector to
discuss the problem with their supervisor, and with the supervisor’s agreement, arrange a
meeting with the SACCOS management to discuss the situation. If the explanations
provided are not satisfactory, the Registrar preferably, shall order an immediate on-site visit
to investigate the situation more extensively and at the very least send a warning letter that
describes the problems identified during off-site supervision and that requires a written
response by a stated deadline from SACCOS’ management that specifically outlines how the

problems will be corrected.

Step (2): Checking Regulatory Compliance

Based on worksheet numberl, the inspector will check the regulatory compliance of the
SACCOS over the period under review. Table 2.1 summarizes the Prudential Standard
Regulations for SACCOS

Table 2.1 Prudential Standard Regulations for SACCOS

Standard in SACCOS Regulation Limits

| Minimum Number of Members 20 members

Minimum Amount of Core Capital for 5 million TZS

Registered SACCOS '

Minimum Amount of Core Capital for 100 million TZS

Licensed SACCOS

Core Capital / Total Assets > or = 8%

Institutional Capital / Total Assets > or = 6%

Net Institutional Capital / Total Assets > or = 6%

Delinquent Loans >30 days / Total <ar= 3%

Outstanding Loans

Savings and Shares Member 20% of shares, savings and deposits

Concentration Limit — Maximum amount
. of shares, savings and deposits by any one

member or related party/ Total shares,
savings and deposits :
Total Net Loans / Total Assets i 70%-80%
Liguid Assets + Investments < 30 days 15%-20%
maturity — Short-term Payables < 30 days
maturity / Savings Deposits

Maximum Loan Maturity 5 years
Maximum Investment Maturity | year
Deposits in one bank/ Core Capital <or=25%

Non-Earning Assets (excluding donated | <or= 10%
- and foreclosed assets)/ Total Assets :

External Credit / Total Assets <or=25%
Maximum Loan(s) to any one member 10%

12
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Standard in SACCOS Regulation Limits

that is fully secured by voluntary shares,
savings, time deposits. or goods registered
in a public registry/ Core Capital
Maximum loan to any one member not 5%
fully secured by voluntary shares, savings.
time deposits, or goods registered in a
public registry/ Core Capital

Outstanding Loans to officers and <or=35%
employees/ Total Assets

[oan Classification and Provisioning

Overdue (watch) 31-90 days 10%
Overdue (substandard) 91-180 days 30%
Overdue (doubtfuly 181-365 days 30%
Overdue {loss) > 365 days | 100%

The inspector shall compare the ratios and/or results to the limits and note any indicators that
do not comply. The inspector should also analyze the ratios in relation to each other as ratios
are not isolated, they affect other ratios. If the regulatory indicators do not meet the prudential
standards for certain time periods, the inspector shall note this in the Off-Site Supervision
Report (Appendix A) and review the indicator trends over the past couple of years. Repetitive
infractions of the standards over time are a warning signal; they may indicate instability in
the SACCOS.

The inspector shall review the previous Off-Site Supervision Report and supporting forms as
well as recent correspondence with the SACCOS regarding any corrective measures
requested by the Registrar. The inspector has to assess the effort of the SACCOS to comply

with any recommendations and if the corrective measures have been effective.

Step (3): Evaluate Financial Performance
The inspector shall evaluate financial performance of the SACCOS using PEARLS Ratios

(Appendix C, Weorksheet number 2j for the period under review and the financial results for
the past period (Appendix C, Worksheet number 3). Using Worksheet number2 the inspector
shall review the compliance with the PEARLS ratio standards (see Appendix 4). (Appendix
C, Worksheet number 2), along with worksheets number 1 and number 3, allows the
inspector to check if a SACCOS is complying with PEARLS standards, prudential standards
and look at the ratio and trends over past periods. Once the inspector has determined the

PEARLS rating for each key ratio, each area of PEARLS and the overall composite rating

13
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they should note this in the Off-Site Supervision Report under “overall conditions™ and

provide a brief explanation of each PEARLS rating and the implications of the rating.

The inspector shall perform a trend analysis based on at least the past two years (or on the
data available if the SACCOS has been in operation or reporting for less than two years) to
obtain a dynamic perspective of the SACCOS. The trend analysis covers all the prudential
standards, PEARLS ratios and a comparison of financial results from one period to the next
as ratios can hide important changes so the inspector shall consider the numbers that go into
calculating each ratio. The inspector shall determine trends both in the past and project trends
into the future. This type of analysis places the inspector in a proactive role. It favours the
assessment of the early warning signals well in advance, leaving sufficient time to the

Registrar and the SACCOS to take actions where necessary.

In performing a trend analysis the inspector shall identify both positive and negative trends in
the financial results and the ratios. Since off-site analysis is about early identification of risks,
the inspector will want to concentrate on negative trends such as declines in capital, assets.
loans, gross and net income, liquid assets, or deposits and increases in financial costs,
allowance for loan losses, loan delinquency. loan write-offs, operating expenses, or
indebtedness. The ratios are directly affected by negative changes in the financial results.
Because of this, the inspector must watch the trends carefully for declines in the capital 1o
asset ratio, capital growth with respect to asset growth, liquidity ratios, return on assets ratio,
or the loans to assets ratio, and increases in the delinquency and write off ratios, the operating
expense to asset ratio, non-earning assets to total assets ratio, or the amount of external credit

as compared to total assets.

If the off-site inspector notices any negative trends the inspector shall discuss this
immediately with their supervisor to coordinate the action that will be taken. Usually the
manager of the SACCOS is contacted to discuss the negative trend and to learn if they have
identified the source of the problem and are working to remedy it. If not, then a warning letter
or on-site visit needs to be made and a plan needs to be developed between the SACCOS and

the Registrar that will correct the problem.

Step (4): Checking Early Warning Signals
Continuous follow up allows for the identification of problems in advance. During the

quarterly or more frequent reviews, the inspector shall focus on identifying early warning
14
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signals (EWS). If any of the warning signals are present, they shall discuss in the Off Site
Supervision Report (Appendix A). Table 2.2 presents EWS that the off-site inspector should
look for.

Table 2.2 Early Warning Signals and Operational Problems

# Area of Early Warning Signals (EWS) and Operational Problems that
Focus Require Further Review
1 Capital i. A deteriorating net institutional or institutional capital to assets
Adequacy ratio indicates a problem! The source of the problem may be
and Capital lower profitability, net loss, higher loan losses, or assct growth
Ratios that exceeds capital growth.

ii.  Membership shares that are considered part of capital. Shares
should only be considered part of capital if they are non-
withdraw able. That means members can not withdraw their
shares even upon termination of their membership.

iii.  Members that are allowed to use their shares as a guarantee for
loans. This has the effect of recapitalizing the SACCOS when
members do not repay their loans and the shares are used to
make partial or full loan payments.

2 Delinquent i.  The delinquent loans > 30 days past due ratio is increasing
Loans > 30 and/or the ratio is erratic over a period of time.
davs past i, Delinquency between 1-2 months increases rapidly, normally
due indicating problems with current underwriting and/or

collection procedures, as opposed to a smaller amount of
delinquency between 1-2 months and a larger amount of
delinquency between 6 and 12 months, which may indicate a
previous problem that has been resolved.

i, Total delinquency decreases over a short time period, which
could be due to loan restructuring and extensions or
manipulation of loan repayment data and not to the collection
of delinquent loans.

iv. A rise in this ratio can also be linked to economic problems or
the result of a natural disaster such as a flood, drought, or
spread of an infectious disease.
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Area of
Focus

Early Warning Signals (EWS) and Operational Problems that

Require Further Review

Net [.oan
Write Off' to
Average
Loans Ratio

1.

it

ifi.

iv.

Similarly to the delinquent loans > 30 days ratio, a
deterioration of the loan loss ratio indicates that the SACCOS
has problems.

The inspector must analyze this ratio in unison with the
delinquent loans > 30 days. The SACCOS may have a low
delinquent loan >30 days ratio because they write off loans
quickly or the opposite can also be true. The delinquent loans

>30 days ratio may be high and the net write off ratio is low :

because the institution is slow to write off loans.

Written off loans (net of recoveries) are more than 1.5% of

average loans for 12 months,

Loans are not written off when they are considered a loss
and/or when they are greater than 365 days delinquent.

Written off loans are not approved and documented in the
board minutes.

Allowance
for Loan
Loss (ALL)

ALL account balance is less than required.

Provision for loan loss expense is increasing.

A decrease in the ALL may be a sign of improved collections,
lower profitability, greater loan losses, or
provisioning.

Management and/or the officials do not want to increase the
ALL.

The following circumstances may negatively impact the ALL:
rapid expansion of the loan portfolio; increase in restructured
loans; increase in the number and amount of loans in arrears;
and lack of diversification in loan portfolio.

inadequate .

n

Fixed and
Non-
Earning
Assets

i

ii.

iii.

iv.

Large investments in fixed assets diverting valuable resources
from the main business and income source, lending.

Fixed assets depreciated over a time period greater than
recommended by accounting standards.

[ncreasing amount in non-earning assets (cash, repossessed
collateral, accounts receivable, accrued interest receivable,
fixed assets and other assets).

Increasing account balance for accrued loan or investment
income receivable.

Non-earning assets increases as a percentage of total assets
above 10% or above 100% of institutional capital.

Structure of
Assets

vi.

Large loans to a few members and their immediate family
members.

Members guaranteeing more than 1 loan.

Large amount of loans to officials and employees.

Lack of diversification in loan and investment portfolio.
Investments made in high risk instruments, those that do not
guarantee the return of principal, or in which management and
the officials do not understand.

Investments with a maturity > 1 vear.
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# Area of Early Warning Signals (EWS) and Operational Problems that
Focus Require Further Review
? Internal i, Requested reports are frequently late, not received and contain
Control GIrors.
Environmen | ii. Financial or standardized reports that are completed
t incorrectly.

iii.  Accounts Receivable balances increase over the time period.

iv.  Statement of Financial Position and Statement of
comprehensive income numbers such as gross income,
operating expenses, net income, loans, investments, fixed
assets, time deposits, shares, or retained earnings are erratic
from cne period to the next.

v.  Large number of extended and/or restructured loans.

vi.  Net income in the balance sheet does not equal the amount on
the income statement.

vil.  Numerous accounting errors.

L vidi Debit account balances for accounts that normally have credit
! balances and credit account balances for accounts that
normally have debit balances.

ix.  Accounting records that are in arrears.

x.  Frequent changes in staff.
xi.  Lack of a transparent, documented audit trail.
xii Recent incidents of fraud and/or robbery.
xiil.  Introduction of new loan products, where policies and
procedures may be untested and the staff not adequately
{rained.
xiv.  No segregation and/or rotation of duties.
xv.  No routine internal checks or auditing.
xvi.  Weak Board that are subservient to management.
xvii.  Inactive or ineffective Supervisory Committee.
kviii.  No established limits on expenses.
xix.  Staff confusion as to job duties and responsibilities,
xX.  No annual external or periodic internal audits performed.
I8 Governance i. Lack of independence of Board members.
/ ii.  Board members who are also a part of daily management such
Managemen as the chairman working as the Manager.
t ili.  Poor attendance at board meetings.
iv.  Weak technical skills, questionable ethics, incompetence of
management staff.
v.  Changes in key positions or in board membership.
vi.  Lack of clear vision and well-defined priorities.
vii.  Internal squabbles between senior managers.
viii.  Lack of communication/ tensions between the Board members
and management.

ix. Management that avoids inspector contacts, cannot answer the
questions and address concerns, and/or is evasive when
questioned.

x.  Confused and inarticulate policies.
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# Area of Early Warning Signals (EWS) and Operational Problems that
Focus Require Further Review

9 Human i.  Poor management-staff relations.

Resources ii.  Low level of credit and financial skills and expertise.

iii.  Low motivation.

iv.  High staff turn-over.

v.  High level of staff complaints,

vi. Insufficient or incompetent IT staff.

10 | Information i.  Inaccuracy, lack of timeliness and effectiveness of IT and
Technology inappropriateness of this system compared with size,
System ([T) complexity and risks of SACCOS.

il.  Limited computerization, with still a large part of the
recording and reporting done manually.

iii.  Faulty computer svstems, frequent break-downs, weak
security, no back-up.

11 | Strategic . Nenexistent short-, medium- and long-term plans and budgets.
Planning i,  No analysis on significant and persisting gaps between budget
and and actual figures.

Budgeting ili.  No written assumptions for the budgeted numbers. :

iv.  Budget appears to have been drafted for the Registrar
inspectors ONLY.,

12 | Operating i.  Operating expenses as compared to average assets are

! Expenses increasing and/or the ratio is greater than 5%.
ii.  Operating expenses are erratic from one period to the next.
1 13 | Return on i. A decreasing return on assets shows a worsened profitability.
Assets if.  Decreasing or negative return on assets will negatively impact
the amount of capital and the capital ratio.
14 | Interest Rate i, Inconsistent interest rate policy.
Policy ii.  Interest rates that are above local market rates with no plan on
how te profitably use the funds.

iii.  Interest rates that do not consider and cover the SACCOS
costs including increases to the institutional capital accounts.

iv.  Confusion in how to calculate or explain interest rates.

v. Interest rates that arc established at the annual meeting; this
approach does not allow the SACCOS to respond quickly to
changes in the market interest rates.

+ 15 | Liquidity i.  Material decrease in liquid cash assets.
Ratios it.  Material increase in longer term loans (maturing in 3 years).

ili.  Mismatch between interest earning assets and interest bearing
liabilities.

_ iv.  Mismatch between the maturities of assets and their funding
sources (cxternal barrowings, shares, savings and deposits),
| v. Total loans that are more than 85% of assets,
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# 4rea of Early Warning Signals (EWS) and Operationat Problems that
Focus Require Further Review
16 | Liability i. Increased reliance on debt at more onerous conditions.
Structure ii.  Reliance on high interest rate deposits.
iii. Delays in payments to suppliers (accounts payables) or
creditors.

iv.  Growing difficultics in meeting debt payments.

v.  Non compliance with reserve fund requirement (the transfer of
20% for registered and 30% for licensed SACCOS of net
income [after operating expenses and financial costs] as of
year-end until net institutional and institutional capital is equal
to 6% of assets.

17 | Availability i. A high dependency on donor funding may create liquidity
of Funds to problems.
Meet Credit | ii.  Slowness in receiving funds to lend to members.
Demand
18 | Cash Flow i.  Lack of cash flow projections.
| Projections ii.  Lack of details in projecting the cash flows.

If any of the EWS are identified, it should be noted in the report, discussed with the
supervisor and, if deemed necessary, the SACCOS should be contacted to discuss the
warning signals and develop corrective measures with SACCOS’ management before the
problems become serious. The corrective measures shall be placed in writing in the Off-Site

Supervision Report and in a warning letter to SACCOS™ management as needed.

2.2.4 Financial Analysis Reporting

This stage involves the reporting on problems noted in the problem identification and trend
analysis siage. The report shall identify causes of problems or negative trends and the
potential risk and its effects. Inspectors shall be aware of, and note in the report unexplained
or sudden increases in the level and trends of account balances and PEARLS ratios. During
the performance of off-site monitoring, it is important that inspectors follow-up on
unexplained changes in a SACCOS’s financial statements composition or why ratios, account

balances, levels, or trends have changed.

Based on the financial analysis, the Off-Site Supervision Report {see Appendix A) is

prepared. The Off-Site Supervision Report is used to:
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i.  Place the inspector’s observations on negative trends and ratios in writing and
document the findings and analysis performed based on the information submitted by
the SACCOS;

ii.  Note the PEARLS ratio ratings;

ili.  Develop a supervisory response and strategy for resolving weaknesses or concerns
identified at individual SACCOS: and

iv.  Inform the Registrar and any other relevant stakeholders regarding the condition of
the SACCOS.

Within 30 calendar days (the SACCOS has 15 days to send the reports to the Registrar and
the Registrar has 15 days to complete the off-site analysis) for SACCOS that report monthly
and within 60 calendar days (the SACCOS has 30 days to submit the reports to the Registrar
and the Registrar has 30 days to complete the off-site analysis) for SACCOS that report
quarterly, the inspector shall analyze the required reports submitted by the SACCOS for
negative, erratic, or unexplained changes to account balances. trends, or ratios and prepare

the Off-site Supervision Report.

Step (5): Completion of Off-Site Supervision Report

[f the financial review and EWS review do not indicate serious problems at the SACCOS, the
off-site supervision inspector shall complete the Off-Site Supervision Report (Appendix 4),
submit the report to their supervisor and place a copy in the SACCOS’s file after supervisor’s

review and approval.

Steps (6), (7}, and (8): Problems Identified During Financial and/or EWS Review,
Developing Recommendations, Notifying the Supervisor and Completion of Off-Site

Supervision Report

[f the financial and/or EWS review reveals problems then the off-site inspector shall contact
their supervisor immediately if the problems are severe and discuss the problems identified.
Together with the supervisor. the inspector shall contact the SACCOS management, if
deemed necessary, to discuss the problems and develop recommendations and corrective
actions to be taken. All of the recommendations and corrective actions shall be noted, in the

supervision report and a warning letter sent to the SACCOS as required.
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Once the final version of the Off-Site Supervision report has been completed and distributed,

one copy shall be filed in the SACCOS official file together with its supporting documents

including the information provided by the SACCOS, the inspector worksheets, any relevant

correspondence between the Registrars and the SACCOS or relevant internal memos.

2.2.5 Additional Factors te be considered when performing off-Site supervision

When inspectors are performing their off-site analysis duties they shall also take into

consideration of the following factors that may have an impact on the SACCOS’s financial

statements and their long-term viability. If neglected, these factors can hide the “true”

financial picture.

il.

1ii.

Scope of Activity.

If a SACCOS carries out more than credit and deposit activities, that is, the
cooperative is a multi-purpose cooperative involved in other businesses such as a
pharmacy or grocery store. The SACCOS related revenue, expenses, assets, liabilities
and equity must be identified and separate financial statements compiled. Inspectors

must ensure that the SACCOS activities are profitable and sustainable.

Allowance for Loan Loss. _

If ihe allowance for loan loss is inadequate for potential losses and is in violation of
the SACCOS regulations, an adjustment must be made. This is to ensure that the
account reflects the actual state of the loan portfolio quality. The adjustment consists
of bringing the account balance to the required amount by making entries to the
allowance for loan loss and the provision for loan loss expense. Table 2.1 shows the

required provisioning rates.

Loan Write-offs.

Once a loan is determined as uncollectible, it has to be written-off. If coupled with
proper loan loss provisioning, the net effect on the balance sheet is zero — the written-
off amount is removed from both the gross loan portfolio and the allowance for loan
loss. If the allowance for loan loss is not adequate, the SACCOS will have to record
an expense in the income statement. Due to the short term nature of SACCOS loans,
delinquent loans more than 365 days and those in legal recovery should be written off

unless there is a compeiling reason.
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vi.

Explicit and Implicit Subsidies.

Frequently SACCOS receive explicit and implicit subsidies. The inspector must factor
in the impact of these subsidies on the SACCOS’ financial statements. Many
SACCOS are not sustainable if the subsidies are removed. The Registrar needs to be
aware of those SACCOS that are not financially sustainable without subsidies. The
following are examples of subsidies to look for: direct cash donations, below-market
financing for the SACCOS portfolio that has to be recalculated with market rates, and
in-kind donations such as facilities or consultancies that the SACCOS would not have

contracted if not subsidized.

Effects of Inflation.

Inflation has two major effects on a SACCOS. The real value of fixed assets will keep
pace with inflation, and to the extent that equity is tied up in monetary assets, the real
value of equity will be eroded. The inspector must consider the effect of inflation on
the SACCOS.

Accrued Interest Income.

If a SACCOS accrues interest on its past due portfolio over 90 days. the amounts
should be determined and eliminated from the income statement and from the accrued
interest account on the balance sheet as the SACCOS is overstating income. If the
SACCOS does not accrue or if it accrues only for its current and past due loans up to

90 days, no adjustment is necessary.

2.3 Off-Site Supervision Report Format

The Off-Site Supervision Report (dppendix A) is to be utilized by the inspector in order to

ensure that analysis of the forms (Appendix B) and worksheets (Appendix C), conclusions,

and recommendations are presented in a consistent and uniform manner. Narrative comments

in the Off-Site Inspection Report shall comprise four sections as follows:

i

il.

Overall condition and PEARLS ratio ratings;

Issues requiring attention;
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iil.

v,

I.

4.

Recommendations; and

Notify the Registrar management.

Overail condition
This section shall cover an overview of the condition and performance of the SACCOS. It

shall summarize the most important points of the report and need to be a condensed
description rather than an in-depth, detailed discussion. Ratios, numbers, and comparisons
to overall SACCOS performance and condition may be used to provide information in

perspective and support conclusions.

The PEARLS ratings (Appendix 4) for each of the five areas along with the composite
rating are disclosed here along with the ratings as of the last on-site inspection. A brief
explanation of each PEARLS rating for each of the five areas rated should be included
along with the implications of the ratings. The ratings are based on selected key ratios
and the composite rating is the arithmetic average of the five areas in which a rating is
assigned. There is no rating provided for the “S™ in PEARLS, Signs of Growth.

Issues requiring attention

This section shall focus on the significant problems which require corrective action. The
section clearly identifies and discusses the most significant problems that need to be
corrected. It shall be clearly noted if the issues currently identified were discussed in a
previous report. If problems were previously identified, it shall note the progress and

improvement.

Recormmendations
This section shall provide recommendations for addressing the problems identified in the

section “issues requiring attention™ and internal recommendations for future supervision.
This is the most important supervisory function since it focuses on change and
improvement. The inspector shall discuss all recommendations made in the Report with
their supervisor and SACCO’s management to ensure that the recommendations are
implemented.

Notify the Registrar management.

If the SACCOS is violating prudential standards or other requirements then the inspector
must note this in the Report section “Notify Registrar” and alert their supervisor. Any
information received from Registrar management concerning the notification should be

noted in this section or attached to the Report.
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The inspector preparing this report and making the analysis shall be the same person. The
report shall, in most cases, be limited to five pages. Upon completion of the report, the

completed report shall bear inspector’s signature and date at the bottom of the repost.

To ensure prompt, effective correction of problems, the inspector who identified the problems

and developed plans for corrective action shall assume supervisory responsibility.

2.4 Response and Follow-up
The objective of the response and follow-up stage is to cause the management of a SACCOS

to correct unsatisfactory performance/conditions and the underlying unsatisfactory practices.
In order for this stage to be effective, the inspector must communicate with their supervisor
and directly with the SACCOS. The assigned inspectors must discuss all the problems
identified and assist management in developing useful solutions to the problems. This is one
of the most important supervisory functions; it focuses a SACCOS’ management on

implementing necessary change to improve the condition of the SACCOS.

If the Registrar decides to send a warning letter, the letter shall be addressed to the Board
membets. It should state the date when the analysis was performed, identify the problems that
need to be corrected, require that the Board members respond in writing to the Registrar
within a specified time frame and provide a specific plan and steps on how the problems will
be corrected, The letter should also state that if corrections are not made that Registrar may

take other more serious actions as described in the SACCOS regulation.

Step (9): Follow-up on Problem Resolution and Implementation of Recommendations

Depending on the seriousness of the problems the Registrar shall serve the SACCOS with a
warning letter outlining the problems identified and requiring a response within a stated
deadline of how the problems will be corrected, request that the SACCOS send more frequent
financial information (monthly instead of quarterly), periodically contact the SACCOS to
follow up and learn when management expects to see positive results, or wait until the next
off-site reporting period. The Registrar also has the option to request that an on-site visit or
inspection is performed, if the problem is serious or it does not improve in the next reporting
period. Inspectors are reminded that constant and consistent follow-up are key to timely

problem resolution!
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Lastly, the inspector checks when the next on-site inspection is scheduled to take place. This
inspection will provide the supervision team with qualitative information on the SACCOS. If
no specific date has been confirmed, the inspectors shall agree on an on-site inspection date
in order to complete the overall assessment of the SACCOS in a timely manner. If there are
serious problems, an inspector may request that the inspection is performed earlier than
scheduled.
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CHAPTER THREE
3.1 Risks Management in SACCOS

Effective off-Site supervision of SACCOS requires a clear understanding of the principal
sources of risk. Inspectors shall be aware of these risks, how they impact operations and what
can be done to control or eliminate them. SACCOS being a financial institution encounters

different risks including:-

3.1.1 Credit risk

Credit Risk refers to the likelihood that borrowers are unable or unwilling to repay their loans
on time and may be quite serious if the SACCOS do not effectively appraise the loans
granted to borrowers. Also this risk may be increased due to the use of non-conventional
collateral combined with weak enforcement mechanism, limited geographical outreach for

small SACCOS and concentration of specific target groups.

SACCOS can reduce credit risk by having a credit analysis process that carefully analyzes the
borrower’s ability to repay the loan. With this regard, SACCOS shall identify those
borrowers with adequate cash flow that can make loan repayments on time. SACCOS
shouldn’t depend on collateral, as collateral does not repay loans; only borrowers with
sufficient cash repay loans. Therefore SACCOS should grant loans to borrowers who have
the desire and ability to repay. SACCOS are encouraged to identify their borrowers by
reviewing their past credit history and build a credit history with them by granting small

loans initially and increasing the size of the loan as the borrower repays.

3.1.2 Target Borrowers Risk

This risk relates to the borrower's profile, normally the poor and microenterprises. SACCOS
members are relatively low income eamers, less educated, more vulnerable to external
calamities. Also they are operating in microenterprises which are facing high risk because
they are informally operated by the owners, with no license, use traditional technologies;
maintain no formal accounting records and do not separate business income from household

income.

The best way for the SACCOS to manage this risk is by starting out with small loans to the

borrowers so the members can establish a credit history and learn how to use credit wisely.
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The SACCOS must also have credit underwriting standards in place so they can determine

each barrower’s ability to repay.

3.1.3 Uncenventional Lending Risk

Unconveniional Lending Risk originates from the loan appraisal process which appears to
consider willingness and ability to pay rather than assets that can be seized. The loan
evaluations focus more on the willingness and ability to pay rather than on the assets that
secures the loan. In many cases there is no collateral. Even if there is collateral, it is mostly
symbolic, since it may be more costly to initiate legal proceedings to seize the collateral than

to write-ol the loan.

3.1.4 Interest 1Rate Risk

This relates to the vulnerability of SACCOS to adverse movements in interest rates, which
may occur for instance when long-term loans are funded with short-term funds. It is directly
linked to their inability to adjust interest rates on their loans against the interest expenses that
are incurred on member’s savings. deposits and borrowed funds. Borrowers normally desire

loans with the longest terms possible creating a mismatch of funding sources and uses.

This risk can be reduced however it cannot be totally eliminated. Interest rate risk can be
quite serious as it can negatively impact on profitability. The best way for management to
reduce this risk is by granting only short term loans (<12 months), granting loans with
adjustable interest rates, or funding assets with liabilities that have a similar maturity. That
way the assets and liabilities can be re-priced simultaneously and their interest rates can go

up or down with the market rates at the time of re-pricing.

3.1.5 Liquidity Risk

Liquidity risk refers to the SACCOS inability to meet savings withdrawals and accommodate
creditors when its obligations become due or to grant future loans to members. Often
SACCOS have difficulties in managing liquidity and accessing liquidity or lenders of last
resort. If unforeseen liquidity shortages force them to restrict their lending operations, the

incentive for borrowers to repay their loans is considerably weakened.

If the SACCOS does not have enough liguidity to grant loans, meet member’s requests for

savings withdrawals, or pay creditors can impact the sustainability of the SACCOS may
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likely tarnish the image of the SACCOS. In order to reduce liquidity risk, management shall
menitor the liquidity neceds on a weekly or monthly basis taking into consideration periods of
high loan demand to ensure there are sufficient funds to meet loan demand and member

savings withdrawals, repay creditors and pay operating expenses.

3.1.6 Operational Risk

This risk involves SACCOS operational issues like inefficiency of decentralized structure.
close relationships between members and loan officers, weaknesses in Management
information systems, inability to accurately record and report information of a large number

of small transaction, weak internal control, or poor governance.

The risk can be mitigated if the SACCOS hires and retains competent management that
understands the importance of disaster recovery and contingency plans, sound internal
controls, written policies and procedures. internal and external audits, employee and officials
training, an active board and committees, appropriate employee punishment for breach of

pelicies, Management Information System and business and strategic planning.

3.1.7 Internal Control Risk
This risk may be caused by weak internal control within a SACCOS as a result of lack of

segregation of duties and conflict of interest. Sometimes one loan officer is responsible for
approving, disbursing and collecting the same loan. This means there are no dual controls to
check for mistakes or to deter the loan officer from committing fraud. In such an
environment, it is difficult to monitor and maintain the quality of the loan portfolie, internal

cash controls and to deter and detect fraud.

This risk can be reduced by having written policies and procedures, adequate internal
controls, segregation of duties, dual control, swift and severe penalties for fraudulent acts,

and an effective internal and external audit program.

3.1.8 Foreign Exchange Risk

SACCOS that borrow in a foreign currency and lend in local currency are particularly
vulnerable to this risk. If unfavourable fluctuations in exchange rates occur, the value of the

loan payments may not be sufficient to repay the foreign currency borrowings.
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This risk is only present if the SACCOS is doing business in more than one currency, and it
can be completely eliminated by doing business in local currency or by entering into hedging

contracts.

3.1.9 Market Risk

This risk occurs to when SACCOS with excess liquid invest in non-earning asset, ventures
which are non-regulated and other related investments. The risk can be controlled at the
institutional level by making safe investments in accordance to SACCOS Regulations in
which the return of principal is guaranteed. Management should never put institutional funds

at risk in investments that they do not fully understand.

3.1.10 Management Risk
This risk may occur due to inadequate qualified staft, Policies and Procedures, Succession

plan in place commensurate to SACCOS operations. This risk can be reduced by employing
qualified staff, offering quality training to all employees, having all policies and procedures
in writing and ensuring that employees follow them as well as having a succession plan in
place so that a SACCOS is not significantly affected when senior management resigns or

retires.

3.1.11 New Product Risk

This risk relates to introducing new products and services when the SACCOS cannot develop
appropriate terms and conditions which bring in relatively adequate returns. Inspectors shall
ask management if they are offering any new products and services since the last inspection.
[f there are new products and services, then inspectors will want to review them to ensure
they are not adversely impacting the financial condition. This can be mitigated through

SACCOS undertaking a thorough analysis for each new product it needs to introduce.

3.1.12 Subsidy dependence Risk
This refers to over dependency of SACCOS funding {rom donor subsidies thus result to a risk

of being operationally unsustainable if subsidies were withdrawn.

If a SACCOS is dependent on subsidies and the subsidies are discontinued, this could be
fatal. SACCOS should have a goal to become self-sufficient, that is, to operate without
subsidies. Inspectors should review their plans to become self-sufficient to ensure they are

realistic and the SACCOS is operating in a sustainable way.
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Example (Appendix A) - Off-Site Supervision Report

Date of Report: 31 December 2003
Prepared by: Josephat D. Kisamalala
Reviewed and Approved by: My Supervisor

Section one — General Information

Full Name of SACCOS XYZ SACCOS
Mailing Address and Telephone ABC, Tanzania.
Number
Name of the Manager and Telephone Modest Manager
. Number
. Name of the Chairman of the Board and | Jackson XXXXX
Telephone Number
Name of the External Auditor and Fred ZZZZ7 ;
Telephone Number |

Section two - Written Analysis

Overall Conditions

This SACCOS has very serious operational and financial problems and is considered HIGH
RISK. This SACCOS is very large in assets and if it were declared bankrupt then the impact
on the SACCOS sector would be great and many members would be negatively impacted, Of
the 9 prudential standards, only 2 were met - the minimum number of members and the total

loans to total assets ratio. The SACCOS receives an off-site PEARL rating of 3.

The SACCOS was registered in 1970, The membership is emplovee based made up of
president office employees, provisional police administration, directorate of personnel
management and armed forces, The information presented in this report is as of 31 December
2005. Trends have been analyzed over a 3 year period from 2000 — 2005. The numbers
reported are very suspect and thus unreliable; because they are so erratic from one period to

the next.

Overall membership has declined consistently in the time period. The total in loans has
increased but the maturity terms have changed. In 2004 the majority of loans had a maturity
of 1 vear or less. In 2005, over TZS3 billion is now in loans from 1-3 vear maturities. The
amount in short-term investments has fluctuated dramatically from as high as TZS 264

million in 2002 to TZS 6 million in 2005. There is a large amount in non-financial
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investments as of 2005 TZS 403 million. In past years there was an allowance for these

investments; however it is TZS 0 as of 2005.

Non-earning assets have increased and are now 20.51% of total assets. The majority of the
non-earning assets are fixed assets TZS 906 million and prepaid expenses TZS 463 million.
The amoust in prepaid expenses appears exceptionally high as it is more than 50% of fixed

assets. Short-term liabilities are also high at TZS 422 million.

Delinquency is a serious problem as delinquent loans are 12.79% of total loans. Delinquency
has decreased substantially from TZS3 billion to TZS 694 million from 2004 to 2003,
however there have been no loan write offs. Further analysis is needed to determine the

reason for the decline.

The amount of member savings is impressive considering the low interest rate paid on the
savings. As of 2005, savings deposits were 81.53% of total assets and the interest paid on the
average savings deposits was 1.92%, yet inflation was 12%. Thus members were losing
money by having their savings invested at the SACCOS because of the effect of inflation.
External credit is elevated at 7.12% of total assets and very costly especially when compared
to the interest paid on savings. Interest on external credit is 13.50% of the average external

credit balance.

Mandatory shares are very low at .52% of total asszets. This should be expected as no
dividend has been paid from the year 2000. Transitory capital is high especially when
compared to institutional capital, TSH 321 million as compared to TZS 66 million. Transitory
capital is high due to the Asset Appreciation over Cost balance of TZS 278 million. This
balance is suspect as it has remained the same over 2004 and 20035 yet inflation has increased.
This account is usually used to adjust the value of fixed assets for the effect of inflation and is
an accounting entry only. The only way the SACCOS could actually recognize the gain and
receive funds to invest in loans or other assets would be to sell the building. TInstitutional
capital is made up of Statutory Reserves, Other Reserves and Net Loss. The SACCOS does
not have any retained earnings. The balances in the Statutory and Other Reserve accounts
have been increasing, but the source of these increases is unexplained as the SACCOS has
had a net loss since 2001. Thus the institutional capital to total assets ratio is low at .88% and
the net institutional capital to total assets ratio of -2.42% indicates that the SACCOS is

insolvent if the potential loan losses are considered.
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The SACCOS has another net loss as of vear-end 2005. This is due to several reasons,
Interest income on loans is too low. In 2005 interest income on loans was only 12.11% as
compared to the average Joan portfolio and inflation was 12%. The loan interest rate barely
covered inflation. Thus once the financial costs from interest on savings and external credit
were included and the operating expenses the SACCOS had a net loss. The SACCOS has not
expensed any provision for loan losses and had the SACCOS provisioned then the net loss
would have been greater, Thus the provision expense is TZS 0 as is the Allowance for Loan
Loss balance. The SACCOS shouid have provisioned for loan losses as the SACCOS has a
delinquency problem. Delinquent loans are 12.79% of total loans. The allowance for loan loss
should have a balance of TZS 246,641,046 using WOCCU suggested provisioning of 35%
for loans less than 12 months delinquent and 100% for loans more than 12 months
delinquent. The operating expenses to average assets ratio is 5.17% and has been on a
declining trend. Tt is unusual that the administration expenses have declined significantly
since 2001. Usually as SACCOS grow so do these expenses. Additionally the SACCOS has
had previous period adjustments for the last 3 years as noted on the income statement. That
adjustment was especially large in 2005 at TZS 151,194,342, Extraordinary income for the
last 4 vears has had a negative balance. This account usually has a credit balance, but it is a

debit balance thus representing an expense not income,

Liquidity is a severe problem as indicated by the liquidity ratio of -3.97%. This ratio indicates
that the short term payables are greater than the liquid assets, thus the negative result. This
ratio implies that the SACCOS does not have enough funds available to meet member's
savings withdrawals. The total loans to total assets ratio is another measure of liquidity. The
ratio is 72.62% as of 2003. This ratio is acceptable. It implies that the SACCOS does not
have too much invested in loans that have a longer term nature. But overall liquidity is also
affected by non-earning assets and that ratio is very high at 20.51%. Thus. when all these

ratios are considered it is evident that there is a severe liquidity problem.
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PEARLS RATING (off-site): P 5 E 4A SR _4 L_5_ Composite Rating 4.6=5___

PEARLS RATING (most recent on-site inspection): I’ E A R L
M

Composite Rating____

Section Three — Areas of Concern and Recommendations

Issues Requiring Attention

1.
il

il

iv.

Erratic numbers, trends and ratios;

Low institutional capital and negative net institutional capital to total assets ratios;
Inadequate provision — provision expense s zero as is the balance of the Allowance
for Loan Loss account;

Loan delinquency is high:;

v.  Loan write offs have not been made for loans greater than 12 months delinquent;

vi.  Annual net loss since 2000;

vii. Low interest income on loans due to low interest rates and the large amount of
delinquent loans: |
viit.  Low interest on member loans and member savings as compared to inflation;

ix. Improper accounting as reflected by the changes in the Asset Appreciation Over Cost
account, the unidentifiable increases in the Statutory Reserve account, and the lack of
an adequate balance in the Allowance for Loan Loss account; and

x.  Inadequate liquidity to meet member savings account withdrawals.

Recommendations

Registrar Recommendations —

l.

A full on-site inspection should be scheduled and performed immediately as the
numbers on the financial statements are erratic and cause for great concern and doubt
that the reported numbers are correct. In addition, the SACCOS: has no retained
earnings, a negative net institutional capital ratio, is unprefitable, has no allowance for
loan loss, has high delinquency and non-earning assets. Based on this, the quality of

management appears weak and this can best be analyzed with an on-site inspection.

At the end of the inspection, administrative action must be taken. The 1% action taken

will likely be a Memorandum of Understanding between the SACCOS and Registrar.
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If other administrative actions are needed they should be taken upon the completion

of the inspection

3. The assigned Registrar inspector shall follow-up on the issues addressed in the
Memorandum of Understanding monthly to ensure corrections have been made and

operations are improving.

4. The SACCOS shall provide the off-site report forms to the Registrar on a monthly
basis instead of a quarterly basis. The Registrar shall perform offssite analysis

monthly as well.

5. The SACCOS inspector must report fo their supervisor monthly concerning the
progress on the Memorandum of Understanding and the SACCOS financial results.
SACCOS Recommendations — (For each recommendation below you will also want to
include the name of the person responsible for making the change needed and the time frame

to make the corrections.)

1. Ensure the accounting records are correct by hiring a different external auditor than

has been used in the past. Request an immediate audit of the records.

2. Increase the institutional capital and net institutional capital to total assets ratios by
decreasing delinquency and non-earning assets and increasing profits. Develop a
written plan for bringing the ratios up to the prudential standards. Per regulations, the
SACCOS has 5 years from the date the regulations become effective to increase

institutional capital to the required ratio.

3. Increase the Allowance for Loan Loss account to the amount required per the
prudential standards. Develop a written plan for bringing the balance up to the
required amount, Per the regulations, the SACCOS have 3 years from the date the
regulations become effective to bring the Allowance for Loan Loss account up to the

required amount,

4, Decrease delinquent loans by improving delinquent loan collection and credit
analysis.
i.  Collection of delinquent loans should start when the loans is 5 days delinquent

or less. Personal contacts such as phone calls or personal visits should be made
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instead of writing letters. Follow-up must be immediate if a promised
delinquent loan payment is not made on the date that was agreed upon.

ii.  Credit shall only be granted to those members who have demonstrated their
ability to repay the loan. This can only be determined by credit history and a
full analysis of the borrower’s income and expenses. Credit analysis shall be

in writing and retained in the borrower's loan file.

Write off all loans that are more than 12 months delinquent per the regulations, These

A

loans shall be accounted for off-balance sheet and collection efforts shall not cease

because the loan was written off,

6. Increase interest income on [oans by collecting delinquent loan interest and penalties
and increasing interest rates so that they cover inflation, financial costs, operating
expenses and the provisions for losses. Consider market interest rates when

establishing the SACCOS loan interest rates so that they are competitive.

7. Pay interest on member savings that is competitive with market rates for similar type

financial institutions.

8. Decrease the amount in fixed assets and prepaid expenses. Develop a written plan for

reducing these non-earning assets over the next 2 years.

9. Decrease external credit as member savings are less costly,

10. Increase the amount of liquidity available to meet member savings withdrawals by
decreasing short-term payables, fixed assets and prepaid expenses and increasing the
amount in liquid assets so that the liquidity ratio (L1) is between 15-20%. Develop a

written plan to improve liquidity over the next 1 year.

Notify Registrar Supervision Department Manager Yes X No

This SACCOS has very serious operational and financial problems and is considered
HIGH RISK, This SACCOS is very large in assets and if it were declared bankrupt then
the impact on the SACCOS sector would be great and many members would be

negatively impacted. Of the 9 prudential standards, only 2 were met - the minimum
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number of members and the total loans 1o total assets ratio. The SACCOS receives an off-

site PEARL rating of 5.

Inspector Signature: Date:

Supervisor Signature: Date:
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CHAPTER FOUR
4.1 The PEARLS Rating System

PEARLS can be used by SACCOS’ management and by Registrar inspectors in monitoring
and assessing performance. The PEARLS system is an international financial and operating
standard developed by WOCCU. PEARLS are based upon an evaluation of six critical
quantitative elements of a SACCOS' operations. A PEARL is an acronym for, Protection,
Effective Sinancial Structure, Asset Quality, Rates of Returns and Costs, Liquidity and Signs

of Growtl.

Numerous ratios measuring a variety of SACCOS functions provide the basis for analysis.
This rating system is designed to take into account and reflect all significant financial and
operational factors that inspectors assess in their evaluation of a SACCOS' performance.
The Registrar can use the financial ratios generated by PEARLS to perform analyses of all
key areas of SACCOS operations except for management. These analyses are invaluable for

spotting trends and detecting areas of operational or financial concern.

Furthermore. the use of the PEARLS ratios also provides standardization within the industry.
The use of standardized financial ratios and formulas eliminates the diverse criteria used by
SACCOS to evaluate their operations. It also creates a universal financial language that
everyone can speak and understand. Thus, interested partics are looking at the same thing —

what is important to the Commission’s inspector is important to the SACCOS management,

The PEARLS ratios are also objective indicators. No qualitative or subjective indicators are
included in the ratings. By avoiding subjective assessments, it is possible to present objective
reports that are substantiated by financial information taken from balance sheets and income

statements.

The PEARLS ratics can also be used by the Registrar to assign SACCOS a rating using
selected key PEARLS financial ratios. Five of the 6 areas or components of PEARLS will be
assigned a rating of | to S, with 1 being the highest rating. An overalt composite rating (an
arithmetic average) will be assigned to SACCOS based on the five areas that are rated. The
composite PEARLS rating is an indicator of the viability of a SACCOS, however inspectors

should keep in mind that numbers and ratios can be lagging indicators of a SACCOS’
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condition. Thus the inspector must look beyond the numbers to ensure that there are no

serious emerging problems.

For the purposes of supervision, the PEARLS rating system is the Registrar’s internal tool to
measure risk and allocate resources for supervision purposes and is not intended to be used
purely as a grading system. Additionally, inspectors should note that these ratings are based
on the PEARLS ratios only. Off-site supervision includes much more than just the PEARLS
ratios. The attainment of the prudential standards is probably just as or more important than
meeting or exceeding PEARLS standards. Inspectors should keep this in mind and be careful
not to focus just on the PEARLS, but look at all elements including the prudential standards,

early warning signals, various risks and the trend analysis.

4.2 Protection

Protection is measured by comparing the adequacy of the allowance for loan losses against
the amount of delinquent loans. The allowance for loan loss account is the 1% line of defence
against non-performing loans. Protection against loan losses is deemed adequate if a
SACCQOS has sufficient provisions to cover 100% of all loans delinquent for more than 12
months and 35% of all loans delinquent for 1-12 months. Thus, protection is rated based on

the adequacy of the allowance for loan loss as determined by the selected PEARLS ratios.

Inadequate loan loss protection produces two undesirable results: inflated asset values and
fictitious carnings. Most SACCOS are not anxious to recognize loan losses, and much less, to
write them off against earnings. That unwillingness leads to widespread abuse of the
principles of safety and soundness. Reported net income is overstated, asset values are
inflated, provisions for loan losses are inadequate, and member savings are not adequately

protected.

As indicated previously, the PEARLS system can be used by SACCOS management as a tool
to help managers identify problem areas and to provide meaningful solutions. To meet
management’s needs, PEARLS is a collection of 45 ratios. This is a large number of ratios,
not all of these ratios are essential for Registrar inspectors. In an attempt to simplify the
process and target the most important ratios, only key ratios have been selected for the off

and on-site supervision process.
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The PEAFLS protection ratios are 6 in total. Of the total. only 2 have been selected as key
ratios and another 1 as supporting ratios to use as needed in trend analysis and problem

identification. Rating criteria is only provided for the key ratios, P1 and P2.

4.2.1 Protection Ratios and Ratings

1. *P1l - Allowance for Loan Losses / Allowance Required for Loan Delinquent > 12

months

2. *P2 - Net Allowance for Loan Losses /Allowance Required per Regulation for Loans

Delinguent less than 12 months
3. P4 — Annual Loan Charge offs

*indicates a key ratio, the other ratios are considered supporting ratios

P1 — Allowance for Loan Losses / Allowance Required for Loan Delinguent > 12 months
Code 1 —>/=100% of Delinquent Loans > 12 Months

Code 2 — 30 - 99% of Delinquent Loans > 12 Months

Code 3 — 40 - 79% of Delinquent Loans > 12 Months

Code 4 — 10 - 39% of Delinquent Loans > 12 months

Code 5 - < 10% of Delinquent > 12 Months

P2 — Net Allowance for Loan Losses /Allowance Required per Regulation for Loans
Delinquer.t less than 12 months

Code 1 —>/=to 100% of the amount required for delinquent loans from 31to 365 days
delinquent
Code 2 — <100% and >/= 80% of the amount required for delinquent loans from 31 to 365

davs delinguent
Code 3 — <80% and >/ = 60% of the amount required for delinquent loans from 31 to 365
days delinquent
Code 4 — <60% and >/ = 40% of the amount required for delinquent loans from 31 to 365
days delinquent

Code 5 — < 40% of the amount required for delinquent loans from 31 to 365 days delinquent

4.2.2 Description of the Protection Ratings

A Protection rating of 1 applies to SACCOS that maintain an adequate amount in the

Allowance for Loan Loss account to comply with PEARLS, provide for full and fair
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disciosure and meet accounting requirements. Further, there should be no significant asset

quality or capital adequacy problems,

A Protection rating of 2 applies to SACCOS that have a positive trend in funding the
Allowance for Loan Loss account and are close to a fully funded account that will comply
with full and fair disclosure and accounting requirements within the next 12 months.

Additionally, there should be no significant asset quality or capital adequacy problems.

A Pratection rating of 3 applies to SACCOS that have provided funds to the Allowance for
Loan Loss account. The SACCOS is moving towards a fully adequate Allowance for Loan
Loss account that will comply with full and fair disclosure and accounting requirements. The
SACCOS’ allowance account, however, remains below the PEARLS requirement and
prudential standards and will not meet the requirement in the next 12 months. Such
SACCOS normally exhibit more than ordinary levels of risks in some significant segments of

their operation. There may be asset quality and capital adequacy problems.

A Protection rating of 4 applies to SACCOS that have provided funds to the Allowance for
Loan Loss account but on an erratic basis and the account is significantly underfunded. Tt will
be more than 1 year until the account is funded and complies with full and fair disclosure and
accounting requirements. Such SACCOS exhibit more than ordinary levels of risks in some
significant segments of their operation. There most likely are asset quality and capital

adequacy problems.

A Protection rating of 5 is accorded to SACCOS that have provided little to no funding to
the Allowance for Loan Loss account and thus the account is substantially underfunded. It
will be many years before the allowance account is funded and complies with full and fair
disclosure and accounting requirements. Such SACCOS exhibit severe, unacceptable levels
of risks in significant operational areas. There are asset quality and capital adequacy
problems that have affected the SACCOS' financial soundness and its ability to provide
competitive member services. Such SACCOS are exposed 1o levels of risk sufficient to

jeopardize their solvency.
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4.3 Effective Financial Structure,

The financial structure of the SACCOS is the single most important factor in determining

growth potential, earnings capacity and overall financial strength. A SACCOS’ financial

structure is largely made up of assets, liabilities and capital.

i

ii.

iii.

Assets.

SACCOS are encouraged to maximize their productive assets to ensure adequate earnings
to meet loan losses, institutional capital goals, and operational and funding costs. Since
the loan portfolio is the most profitable asset, SACCOS are encouraged to maintain 70-
80% af total assets in the loan portfolio. Excess liquidity is discouraged because the
margins on liquid investments are significantly lower than those eamed on loans. Non-
earning assets are also discouraged because once purchased, they are often difficult to
liquidate. SACCOS should attempt to limit their investment in non-earning assets to 5%

or less.

Liabilities

A good indicator of the member’s trust in the SACCOS is the amount of their own money
they have invested with the SACCOS. A healthy percentage of deposit savings indicates
that the SACCOS has provided a secure environment in which to save and attractive
savings product to the members and has developed an effective marketing program. This
also indicates that members are no longer saving in order to borrow money, but they are

instead saving because of their trust in the SACCOS and the competitive rates offered.

Capital
Institutional capital cushions fluctuations in earnings so that SACCOS can continue to
operate in periods of losses or negligible earnings. Capital is essential to ensure the
SACCOS remains profitable, solvent and a going concern. The Registrar considers the
maintenance of adequate capital as a key prudential element in the management of risks

associated with doing business as a SACCOS. A SACCOS needs capital to:

o Absorb losses from expected and unexpected financial difficulties, for example:
increases in the allowance for loan losses due to a risc in loan delinquency or
liquidity problems;

o Support the SACCOS’s continued growth and future development;
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o Fund the acquisition of fixed assets such as equipment, information system and
real property;
o Maintain a cushion to protect the interest of its members; and

o Provide the members a level of confidence in the safety and stabiiity of the
SACCOS.

The most important PEARLS ratios to the Registrar are the Institutional Capital and
Net Institutional Capital/ Total Assets ratios.

They measure the tinancial strength of the SACCOS and its ability to absorb losses and
withstand unforeseen events and economic downturns. Thus, inspectors should not only
review the ratios but should keep in mind these other elements and relationships that
directly affect the institution’s overall financial condition:
i. Capital amount and trend;
ii. Compliance with reserve requirements;
iii. Composition of institutional capital;
iv. Interest and dividend policies and practices;
v. Adequacy of the Allowance for Loan Losses account;
vi. Amount and trend of delinquent loans > 30 days and the loan write offs;
vii. Asset quality including the quatlity. type. liquidity and diversification of assets;
viii. Loan and investment concentrations;
ix. Growth plans;
x. Ability of management to contrel and monitor risk;
xi. Adequacy of earnings that allow a SACCOS to fund its growth. remain competitive.
and maintain a strong capital position;
xii. Liquidity and funds management; and

xiii. Field of membership and economic environment.

The PEARLS Effective Financial Structure ratios are 9 in total, Of the total, 5 have been
selected as key ratios and another 1 as a supporting ratio to use as needed in trend
analysis and problem identification, Rating criteria is only provided for the key ratios. EI,
ES. E6, E8 and E9.
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4.3.1 Effective Financial Structure Ratios and Ratings
*E ] — Net Loans / Total Assets

. [E4 = Non-financial Investments / Total Assets

*EA — External Credit / Total Assets

1

2

3. *E35 - Savings Deposits — Total Assets

4

5. *E8 — Institutional Capital / Total Assets
6

*E9 — Net Institutional Capital / Total Assets

*indicates a key ratio, the other ratios are considered supporting ratios

E1 — Met Loans / Total Assets
Code 1 — > /= 70% but not > 80% of Net Loans / Total Assets
Code 2 — 60 — 69.9% or 80.1% to 82.9% of Net Loans / Total Assets
Code 3 — 30 — 59.9% or 83-85.9% of Net Loans / Total Assets
Code 4 — 40 — 49.9% or §6-87.9% of Net Loans / Total Assets
Code 5 — < 40% or >88% of Net Loans / Total Assets

ES — Savings Deposits / Total Assets
Code I — >/=70% of Savings Deposits / Total Assets
Code 2 — 60 — 69.9% of Savings Deposits / Total Assets
Code 3 — 50— 59.9% of Savings Deposits / Total Assets
Code 4 - 40 — 49.9% of Savings Deposits / Total Assets
Code 5 — < 40% of Savings Deposits / Total Assets

E6 — External Credit/ Total Assets
Code 1 - < or = 15% of External Credit / Total Assets
Code 2 — 15.1 — 18% of External Credit / Total Assets
Code 3 - 8.1 — 25% of External Credit / Total Assets
Code 4 —25.1 — 30% of External Credit/ Total Assets
Code 5 - > 30% of External Credit / Total Assets

E8 — Institutional Capital / Total Assets
Code 1 — >/ =6,0% Institutional Capital / Total Assets
Code 2 — 5.0 — 5.9% Institutional Capital / Total Assets
Code 3 — 4.0 — 4,9% [nstitutional Capital / Total Assets
Code 4 — 3.9 — 1.0% Institutional Capital / Total Assets
Code 5 — < 1.0% Institutional Capital / Total Assets

E9 — Net Instifutional Capital / Total Assets
Code 1 - > /= 6.0% Institutional Capital / Total Assets
Code 2 — 5.0 — 5.9% Institutional Capital / Total Assets
Code 3 - 4.0 - 4.9% Institutional Capital / Total Assets
Code 4 - 3.9 — 1.0% Institutional Capital / Total Assets
Code 5 - < 1.0% Institutional Capital / Total Assets
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4.3.2 Description of Ratings for Effective Financial Structure

An Effective Financial Structure rating of 1 indicates there are no significant asset quality
problems, earnings deficiencies, or financial structure problems that affect the SACCOS®
ability to maintain capital levels at or above the PEARLS standards for a 1 rating.
Management is considered proficient at both the measurement and management of risk on
both sides of the balance sheet. Assets are funded primarily by member shares and deposits
and the asset and liability mix is organized to maximize the earnings of the operation and

meet the member’s financial needs.

An Effective Financial Structure rating of 2 indicates that the SACCOS' financial structure
and capital adequacy are of such that there is no need to be concerned and only minor
adjustments are necessary. Management's ability to measure and manage the asset and
liability mix risk is sufficient, and it appears to be able to meet its members’ needs. The level
of capital is adequate to absorb any present or anticipated losses. However, the institutional

capital position is not as strong as that of | rated SACCOS.

An Effective Financial Structure rating of 3 indicates that the risk exposure is above what
1s considered acceptable in the mix of the SACCOS’ assets and liabilities. Management's
ability to measure and manage risk requires improvement. The SACCOS’ capital may be on
an increasing trend but is still considered inadequate due to various factors, which can
include, loan losses, fluctuations in the business cycle and/or high degree of non-financial

investments.

An Effective Financial Structure Rating of 4 indicates that the SACCOS exhibits an
unacceptably high exposure to risk, based on the financial structure of its assets and/or
liabilities. This is an indication that management does not demonstrate an acceptable capacity
to measure and manage the balance sheet. Analyses may indicate that a significant
deterioration in performance is very likely for SACCOS rated 4 and inevitable for SACCOS
rated 5.

An Effective Financial Structure rating of 5 is zippropriate for a SACCOS with an extreme
risk exposure and a very poor financial structure. A 5 rated SACCOS is ceritically
undercapitafized and has significant asset quality problems. negative earnings trends, or

financial structure problems. The trend is expected to cause the SACCOS to become
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critically undercapitalized in the next 12 months. Such SACCOs are exposed to levels of risk

sufficient to jeopardize their solvency.

4.4 Asset Quality

The quality of a SACCOS’ assets is determined by:

i.  The quality of loan underwriting, policics. procedures and practices;
ii.  The ievel, distribution and severity of classified assets;
iii.  The level and composition of non-accrual and restructured assets;
iv.  The level of non-carning assets;

v.  The ability of management to properly administer its assets, including the timely

identification and collection of problem assets;
vi.  The existence of significant growth trends indicating erosion or improvement in asset
quality:
vii.  The existence of high loan concentrations that present undue risk to the SACCOS;
viil,  The appropriateness of investment policies and practices;
ix.  The investment risk factors when compared to capital and earnings structure; and
X.  The effect of fair (market) value of investments vs. book value of investments.

The asset quality rating is a function of present conditions and the likelihood of future

deterioration or improvement based on economic conditions, current practices and trends.

The quality and trends of ali major assets must be considered when determining asset quality
and the rating. The loan portfolio is generally the largest asset and thus should receive the
most attention. Other assets that should be considered include investments, repossessed

assets. and any other assets that could adversely impact a SACCOS financial condition.

The PEARLS Asset Quality ratios are 3 in total. 2 have been selected as key ratios to be used
in trend analysis and problem identification. Rating criteria is only provided for the key ratios
Al and A2.
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4.4.1 Asset Quality Ratios and Ratings

1. *Al - Delinquent Loans > | month / Gross Loan Portfolio
2, *A2 - Non-Earning Assets / Total Assets

*indicates a key ratio

Al — Delinquent Loans > 1 months / Total Loans
Code 1 — </=5.0% of Delinquent Loans > 1 months / Gross Loan Portfolio
Code 2-5.1 - 7.0% Delinquent Loans > 1 months / Gross Loan Portfolio
Code 3 - 7.1 - 10.0% Delinquent Loans > 1 months / Gross Loan Portfolio
Code 4 - 10.1 - 15% Delinquent Loans > Imonths / Gross Loan Portfolio
Code 5 —> 15% of Delinquent Loans > 1 months / Gross Loan Portfolio

A2 — Non-earning Assets / Total Assets
Code 1 — </=5.0% Non-earning Assets / Total Assets
Code 2 - 5.1 - 10.0% Non-earning Assets / Total Assets
Code 3 - 10.1 — 14.0% Non-earning Assets / Total Assets
Code 4 - 14.]1 - 17.0% Non-eaming Assets / Total Assets
Code 5> 17.0% Non-earning Assets / Total Assets

4.4.2 Description of Ratings on Asset Quality

An Asset Quality rating of 1 reflects high asset quality and minimal portfolio risks. In
addition, lending and investment policies and procedures are in writing, conducive to safe
and sound operations and are followed. The growth in assets shall be moderate and constant;
the assets shall be well diversified, internal controls shall be well defined and part of daily

operations.

An Asset Quality rating of 2 denotes high-quality assets although the level and severity of
classified assets are greater in a 1 rated institution. SACCOS that are | and 2 rated will
exhibit trends that are stable or positive. The growth of assets shall be controlled and
constant, the assets well diversified, internal controls well defined and part of daily

operations.

An Asset Quality rating of 3 indicates a degree of concern based on either current or
anticipated asset quality problems, There is a reasonable probability of increasingly higher
levels of problem assets and above average risk concentration in the loan portfolio. SACCOS

in this category may have only a moderate level of problem assets but may be experiencing

46



SACCOR OESie Supervision Manal

negartive trends, inadequate loan underwriting, poor documentation, higher risk investments,

inadequate lending and investment controls.

An Asset Quality rating of 4 represents increasingly severe asset quality problems. A rating
of 4 indicates a high level of problem assets that will threaten the institution's viability if left
uncorrected. A 4 rating should also be assigned to SACCOS with moderately severe levels of
classified assets combined with other significant problems such as inadequate valuation
allowances, high-risk concentration, or poor underwriting. documentation, collection
practices, and high-risk investments. The growth of assets is volatile, assets are not
satisfactorily diversified. and internal controls are not defined, vague and not practiced on a

daily basis by the employees.

An Asset Quality Rating of 5 indicates that the SACCOS' viability has deteriorated
significantly and the poor quality of the assets has seriously impacted the earnings and
institutional capital. The chances are smalil that the SACCOS will remain an on-going
coneern as the asset quality threatens its very existence. The growth of assets is very volatile,
increasing and decreasing very rapidly, assets are very poorly diversified and internal

controls are non-existent.

4.5 Rates of Returns and Costs

The continued viability of a SACCOS depends on its ability to earn an appropriate return on
its assets. it enables a SACCOS to fund expansion, remain competitive, and replenish and/or
increase capital. The components of revenues and expenses are analyzed, including the
operational efficiency, interest rate policy and the overall results as measured in the return on

assets.

Key factors to consider in assessing a SACCOS’ earnings are:
1. Level growth trends and stability of earnings, particularly return on average assets;
ii.  Quality and composition of earnings;
iii. Aéiequacy of valuation allowances and their effect on earnings;
iv.  Future earnings prospects;
v.  Netinterest margin;
vi.  Net non-operating incoime and losses and their effect on earnings;

vil.  Sufficiency of earnings as needed for capital formation; and

47



SO CIF-Sie Supervision Manua)

viii.  Material factors affecting the SACCOS" income producing ability such as fixed and
non-earning assets.

The PEARLS Rates of Returns and Costs ratios are 13 in total. Of the total, 2 have been

selected as key ratios and 3 as supporting ratios that can be used in trend analysis and

problem identification. Rating criteria is only provided for the key ratios R9 and R12.

4.5.1 Rate of Returns and Costs Ratios and Ratings

1. RI —Net Loan Income / Average Net Loan Portfolio

2. R5 —Total Interest Cost on Savings Deposits / Average Savings Deposits
3. Ré —Interest on Borrowed Funds / Average Borrowed Funds

4. *R9 - Total Operating Expenses / Average Total Assets

5. * R12 —Net Income / Average Total Assets

*indicates a Key ratio, the others are considered supporting ratios

R9 — Total Operating Expenses (less P.L.L.) / Average Total Assets

Code 1 — </ = 5.0% Total Operating Expenses / Average Total Assets
Code 2 - 5.1 - 8% Total Operating Expenses / Average Total Assets
Code 3 - 8.1 - 11% Total Operating Expenses / Average Total Assets
Code 4 - 11.1 - 13% Total Operating Expenses / Average Total Assets
Code 5 —> 13.0% Total Operating Expenses / Average Total Assets

R12 — Net Income / Average Total Assets
Code 1 —> /= 3% Net Income / Average Total Assets

Code 2 — 2 — 2.9% Net Income / Average Total Assets
Code 3 -1 - 1.9% Net Income / Average Total Assets
Code 4 — 0 - .9% Net Income / Average Total Assets

Code 5 — < 0% Net Income / Average Total Assets

4.5.2 Description of Ratings on Rates of Returns and Costs

Rates of Returns & Costs rating of 1 is assigned to a SACCOS with current and projected
carnings that are sufficient to fully provide for loss absorption and capital formation with due
consideration to asset quality, growth. and trends in earnings. The inspector must also

consider trends.
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Rates of Returns & Costs rating of 2 is a SACCOS that has earnings that are positive and
relatively stable, provided its level of earnings is adequate in view of asset quality and
operating risks. The inspector must consider other factors, such as earnings trends and

earnings quality.

Rate of Returns & Costs rating of 3 should be assigned if current and projected earnings
are not fﬁlly sufficient to provide for the absorption of losses and the formation of capital to
meet and. maintain the minimum recommended requirements: for example, inconsistent
earnings, chronically insufficient earnings, or tess than satisfactory performance on assets

may result in unsatisfactory savings trends.

Rates of Returns & Costs rating of 4 may be characterized by erratic fluctuations in net
income. income that is not sufficient for capital formation or to meet all expenses and
provisioning requirements, the development of a severe downward trend in income, or a
substantial drop in earnings from the previcus period. and a drop in projected or future

earnings is anticipated.

Rates of Returns & Costs rating of 5 should be assigned to SACCOS experiencing
consistent losses. Such losses may represent a distinct threat to the SACCOS' solvency
through the erosion of capital. A 5 rating is normally assigned to SACCOS that are

unprofitable to the point that capital will be depleted within twelve months.

4.6 Liquiclity

Liquidity is traditionally defined as the ability to meet obligations as they come due. It is the
SACCQO’s ability to accommodate decreases in funding sources and increases in assets, and to
pay expenses. SACCOS incur liquidity risk in the normal course of operations. Such risk
can be planned or unintentional. Various demands on liquidity and specific examples include
loan portfolio growth, purchase of fixed assets, withdrawals, dividend payments, scheduled

loan payments, salaries and other expenses.

Effective liquidity management becomes a more important skill as the SACCOS shift its
financial structure from member shares to more volatile deposit savings. In many SACCOS

sectors following the traditional model, member shares are very illiquid and most external
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loans have a long payback period, therefore there is little incentive to maintain liquidity

rescrves.

Liquidity is traditionally viewed in terms of cash available to lend ~ a variable exclusively
controlled by the SACCOS. With the introduction of withdrawable savings deposits, the
concept of liquidity is radically changed. Liquidity now refers to the cash needed for

withdrawals, a variable the SACCOS can no longer control.

Establishing and adhering to specific guidelines on balance sheet composition, parameters on
asset mix, minimum and maximum maturities on asset categories and funding sources can
help manage liquidity risk in normal operations. While liquidity management focuses on
meeting short-term disbursement needs, liability management refers to the general funding

strategy over the medium to long-term,

The PEARLS Liquidity ratios are 3 in total. Of the total. 1 has been selected as a key ratio
that can be used in trend analysis and problem identification. Rating criteria is only provided

for the key ratio L.1.

4.6.1 Liquidity Ratio and Ratings

*L1 - Liquid Investments + Liguid Assets — Short-term Payables / Savings Deposits

*indicates a key ratio

L1 — Short-term Investments — Short-term Payables / Savings
Code 1 — >/= 18% but < 250% Liquid Investments + Liquid Assets — Short-term Payvables /

Savings Deposits

Code 2 — 15 - 17.9% or 25.1 — 35% Liquid Investments + Liquid Assets — Short-term
Payables / Savings Deposits

Code 3 — 11- 14.9% or 35.1 — 45% Liquid Investments + Liquid Assets — Short-term
Payables / Savings Deposits '

Code 4 — 7 - 10.9% or 45.1 — 60% Liquid investments + Liquid Assets — Short-term Payables
/ Savings Deposits

Code 5 — < 7.0% or >60% Liquid Investments + Liquid Assets — Short-term Payables /

Savings Deposits
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4.6.2 Description on Ratings on Liquidity

A Rating in Liquidity of 1 should be assigned when the SACCOS can meet its liquidity
demands and liquidity is well managed, that is the SACCOS is not considered overly or under
liquid. In addition, the SACCOS performs a cash flow analysis that includes cash inflows
from loan repayment and other sources as well as outflows for loans, savings withdrawals
and other expenses. SACCOS given this rating will maximize their earning potential by not

having too much idle cash in a non-earning account.

A Rating in Liquidity of 2 should be given to SACCOS with sufficient liquidity and those
that appear able to meet liquidity demands presented by loan demand, savings withdrawal
and operating expenses. The SACCOS funding sources (shares, external credit, and member
savings) are diversified and the L1 ratio is stable over time or improving. SACCOS given
this rating will try to improve their earning potential by not having too much idle cash in a

non-earning account.

A Rating in Liquidity of 3 indicates that a SACCOS may not have enough liquidity to meet
current or projected needs presented by loan demand, savings withdrawal or operating
expenses. Funding sources are not well diversified and liquidity is subject to negative

variations over time.

A Rating in Liquidity of 4 is characterized by erratic fluctuations in liguidity and indicates
levels of liquidity such that the SACCOS cannot adequately meet demands for funds. Such a
SACCOS should take immediate action to lower interest rate risk, improve its liquidity, or
otherwise improve its condition. Funding sources are very poorly diversified and the liquidity
ratio is erratic from one period to the next and there is serious non-compliance with the
PEARLS standard.

A Rating in Liquidity of 5 should be assigned to SACCOS who are experiencing consistent,
severe liquidity problems. The illiquid position represents a distinct threat to the SACCO's
viability.

4.7 Signs of Growth

A sign that a SACCOS is successfully providing needed financial services to their members

is growth, both in assets and in membership. These are good measurements of member
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satisfaction, but capital growth also must be considered. So that the institutional capital ratio
does not decline, it is essential that the capital growth is at least as rapid as the asset growth.
If this is not the case, then the institutional capital ratio will decrease as the rate of asset
growth is faster than the rate of capital. This means that due to the growth, the financial
soundness of the SACCOS has decreased because there is less capital as compared to assets
to absorb losses. Additionally, in order for thete to be real asset growth, the growth must
outpace inflation. 1f the growth is less than inflation, the SACCOS assets are less as the effect

of inflation has eroded the value of the assets.

The PEARLS Signs of Growth ratios are 11 in total. Of the total. none have been selected as
key ratios and 5 are supporting ratios that can be used in trend analysis and problem

identification. Because there are no key ratios in this area, there is no rating assigned.

4.7.1 Signs of Growth Ratios
i.  SI —Growth in Net Loans
il. 85 - Growth in Savings Deposits
ili. S8 — Growth in Institutional Capital
iv.  S10 - Growth in Membership
v.  S11 - Growth in Total Assets

4.8 Assignment of the PEARLS Composite Rating

The composite rating is arrived at by calculating the rating for each PEARLS area. For
example in the Protection area if the P1 ratio receives a 2 rating and the P2 ratio receives a 4
then the rating for the Protection area will be 3 (the average of 2+4). Thus the SACCOS®
composite rating is arrived at by calculating the average rating for each of the 5 areas —
Protection, Effective Financial Structure, Asset Quality, Rates of Return and Liquidity. The
result is the composite PEARLS rating that should be reported on the Off-Site Supervision
Report (Appendix A).

The PEARLS ratings shall be used by the Registrar as a management tool for allocating staff
resources. Lower rated SACCOS (Codes 3, 4. and 3) require more supervision and thus
greater attention when planning the year’s work. Conversely, higher-rated SACCOS (Codes |
and 2) require less attention and can have inspection dates and any needed supervision

scheduled accordingly.
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Off-site PEARLS ratings are very objective and are determined by calculating the average for
the key ratios in each PEARLS area. The following discussion is provided so that inspectors

understand the characteristics of SACCOS based on their PEARLS ratings.

Composite Rating 1 — Indicates strong performance that consistently provides for safe
and sound operations. The historical trend and projections for key performance measures
are consistently positive. SACCOS in this group are resistant to external economic and
financial disturbances and are more capable of withstanding the unexpected actions of
business conditions more than SACCOS with a lower composite rating. Such SACCOS give

RO cause Jor SUpervisery concern.

Composite Rating 2 - Reflects satisfactory performance that consistently provides for
safe and sound operations. Both historical and projected key performance measures should
generally be positive with any exceptions being those that do not directly affect safe and
sound operations. SACCOS in this group are stable and able to withstand business
fluctuations quite well; however, areas of weakness can be seen which could develop into
conditions of greater concern. /e supervisory response is limited to the extent that minor
adjustments are resolved in the normal course of business and that operations continue to

he satisfactory.

Composite Rating 3 - Represents performance that is flawed to some degree and is of

some supervisory concern. Performance is average. Both historical and projected key
performanrce measures may generally be flat or negative to the extent that safe and sound
operations may be adversely affected. SACCOS in this group are only nominally resistant to
the onset of adverse business conditions and could easily deteriorate if concerted action is not
etfective in correcting certain identifiable areas of weakness. Overall strength and financial
capacity is present so as to make failure only a remote probability. Such SACCOS require

supervisory attention to address deficiencies.

Composite Rating 4 - Refers to poor performance that is of serious supervisory concern.
Key performance measures are likely to be negative. Such performance, if left unchecked,
may lead to conditions that threaten the viability of the SACCOS. A high potential for failure
is present but is not yet imminent or pronounced. SACCOS in this group require close and

CORSHARt cupervisory attention.
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Composite Rating 5 — Represents unsatisfactory performance that is critically deficient

and in need of immediate remedial attention. Such performance, by itself or in
combination with other weaknesses, directly impairs the viability of the SACCOS. SACCOS
in this group have a high probability of fuilure and will likely require supervisory
interventions such as liquidation or some other form of emergency assistance such as

amalgamation or statutory management.
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LIST OF APPENDIXES
Appendix A
1. Off-Site Supervision Report
Name of Society: Period: Index: A
Subject: Date: Sign:
SACCOS Off-Site Inspection
TCDC- Inspection
working paper
Prepared by: Sign:
" Reviewed by: Sign:
Appraved by: Sign:

Section one — General Information

Full Name of SACCOS

i Mailing Address and Telephone
Number

Name of the Manager and Telephone
Number

' Name of the Chairman of the Board and
. Telephone Number

Name of the External Auditor and
Telephone Number
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Section two - Written Analysis
This section should contain a summary of your off-site analysis in a clear and concise manner

under the following headings:

Overall Conditions
This section should be an overview of the condition and performance of the SACCOS. It

should summarize the most important points of the report. It should be a condensed
description rather than an in-depth, detailed discussion. Ratios, numbers, and comparisons to
overall SACCOS performance and/or condition should be used to help put information in
perspective and support conclusions and the PEARLS rating disclosed.  The following

should be included:

o General description of the SACCOS — such as when operations started, the asset size,

the area that it provides services to, types of products and services offered:
o A summary of the condition and performance of the SACCOS;

o A brief explanation of each PEARLS rating for each of the 5 areas rated in off-site

supervision and the implications of the ratings; and

rr

The inspector’s conclusion, that is, their opinion of the financial condition and risk
profile of the SACCOS.

PEARLS RATING (off-site):P E A R L Composite Rating

PEARLS RATING (most recent on-site inspection): P E A R L
M Composite Rating__

Issues Requiring Attention
This section focuses on the main/significant problems which require immediate corrective

attention. The issues requiring atlention may be presented as bullet points or more
information may be provided so that the problem is clearly identified and discussed. It should
be noted if the “issues™ currently identified were discussed in a previous report. If problems
were previously identified, it should be noted in this section any progress made and

improvements or if there have been no improvements.

Recommendations
The final section provides recommendations for solving the problems addressed in the above

section “issues requiring attention” and internal recommendations for future regulatory

supervision of the SACCOS. This is the most important supervisory function since it focuses
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on change and improvement. As the individual most familiar with the SACCOS, the
inspector chall offer recommendations as to problem resolution. The inspector should discuss
all recomraendations made in the Report with their supervisor and SACCOS™ management to
ensure that the recommendations are workable. In addition, the inspector should discuss
whether there is a need for a warning letter or on-site contact such as a meeting with
SACCOS management to discuss the concerns, and what steps, if any, should be taken

between ti.is report and the next one.

Notificatian to Registrar  Yes No
If the Registrar is notified, please explain why, the date of notification, the name of the

individual notified. methad in which notification was made (Off-Site Supervision Report,
letter, phone call, etc.) and any information or directives received from the manager of the

Supervisicn department.

Inspector Signature: Date:

Supervisor Signature: Date:
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Appendix B
2. Off-Site Forms to be completed by SACCOS
Name of Society: Period: Index: B
Subject: Date: ~Sign:
SACCOS Off-Site Inspection
TCDC- Inspection
working paper
Prepared by: Sign:
Reviewed by: Sign:
Approved by: Sign:
2.1 Form 1: Statement of Financial Position
SACCOS Name: Report as of (date):
Assets Amount in TZS
1 | Earning Assets — [oans
1.1 | Short-term Loans (< | year)
1.2 | Medium-term Loans (1-3 years)
1.3 | Long-term Loans (>3 years)
1.4 | Other Loans
1.5 | Restructured Loans
1.6 | Loan Participations
' 1.7 [ (Less the Allowance for Loan Losses)
1.8 | Total Net Loans

E Earning Assets — Investments

| 2.1 | Government Securities < 30 day maturity
2.2 | Government Securities > 30 day maturity
2.3 | Investments in Financial Institutions < 30 day maturity
2.4 | Investments in Financial Institutions > 30 day maturity
2.5 | Investment in other SACCOS or 2™ tier organizations
2.6 | Other Investments
2.7 | (Less the Allowance for Investment Loss)
2.8 | Non-Financial Investments
2.9 | Total Net Investments
3 | Non-Earning Assets — Cash
3.t | Cash on Hand
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- 32 | Current Accounts with other financial institutions !
3.3 | Other Non-earning Deposits with other financial institutions
3.4 | Total Cash and Non-earning Accounts

4 | Non-Earning Assets — Fixed Assets
4.1 | Land (cost)
4.2 | Building (cost)
4.3 | Furniture, Fixture and Equipment {cost)
4.4 | Other Fixed Assets (cost)
4.5 1| Leasehold Improvements (cost)
4.6 | Revaluation of Fixed Assets
4.7 | (Less Accumulated Depreciation)
I 4.8 | Total Net Fixed Assets
5 Non-Earning Assets — Other Assets
5.1 | Accounts Receivable due in < 30 days
5.2 | Accounts Receivable due in > 30 days

' 5.3 | Accrued Income on Loans
5.4 | Accrued Income on Investiments
5.5 | Other Accrued Income
5.6 | Prepaid Expenses
5.7 | Internal Receivables
5.8 | Assets in Liquidation
5.9 | Suspense Accounts
5.1 | Other Assets
0

. 5.1 | (Less Allowance for Other Asset Losses)
1
3.1 | Total Other Assets
2
6 TOTAL ASSETS

Liahilities and Equity

Amount in TZS

7 | Interest Bearing - Borrowed Funds
7.1 | Short-Term Borrowing (< 1 year maturity)
7.2 | Long-Term Borrowings (> 1 year maturity)
7.3 | Total Borrowed Funds
8 | Interest Bearing — Savings Deposits
8.1 | Savings Accounts
8.2 | Term Deposits
8.3 | Special Savings
8.4 | Other Savings
8.5 | Total Savings and Deposits
9 Non-Interest Bearing Liabilities
9.1 Accounts Payable due in < 30 days
92 Other Payables
9.3 | Accrued Interest Payable on Savings
9.4 Accrued Interest Payable on External Credit
9.5 Taxes Payable
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9.6 | Internal Payable

9.7 | Suspense Accounts

9.8 | Accounting Discrepancies

9.9 Other Liabilitics

9.10 | Total Non-Interest Bearing Liabilities

10 | Equity

10.1 Member Shares

10.2 | Voluntary Shares

10.3 Other Shares

10.4 | Fixed Asset Revaluation Reserve

10.5 | Transitory Capital

10.6 | Donations and Grants (cash only)

10.7 Reserve Funds

10.8 | Retained Earnings (Profit/Loss for Past Years)

10.9 Profit/Loss for the Current Year

10.10 | Total Equity (Sum 10.1-10.9)

11. | TOTAL LIABILITIES AND EQUITY

12. Off Balance Sheet — Other SACCOS Commitments and
Obligations such as unfunded member lines of credit.

(*SACCOS management should complete this form using their balance sheet as of the

reporting date. SACCOS management should also attach their balance sheet to this form.)

Name: Signature: Date:
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2.2 Form 2: Statement of Comprehensive Income

SACCOS Name: Report as of (date):
Item Quarter to Year to Date
Date
Amount in Amount in
TZS TZS
1 Interest Income
1.1 Interest Income on Loans
1.2 Interest Income - Government |
Securities
1.3 Interest Income — Deposits in
Financial Institutions
[.4 Interest Income ~ Other SACCOS

and 2™ Tier organizations |

1.5 Interest Income — Other !
; Investments ‘
1.6 Total Interest Income (Sum 1.1- ‘
{In) 1.5) |
2 Interest Expense |
2l [nterest Expense on Borrowings |
23 Interest Expense on Member [
| Savings and Deposit Accounts :
12.3 Other Interest Expense |
2.4 Total Interest Expense (Sum 2.1- ‘
2.3)
2.5 Net Interest Income = (Total
(NII) | Interest Income — Total Interest
Expense)
3 Non Interest Income
3.1 Commissions and Fees
3.2 Penalties
EX Other Non Interest Income |
3.4 Total Non Interest Income (Sum !
3.1-3.3)

(GOI) | (Net Interest Income-II + Non

35 Gross Operating Inc (Loss) = '
Interest Income-NII) r‘
|

4 Operating Expenses
4.1 Salaries and Wages |
4.2 Other Personnel Costs and [
Benefits |
4.3 Office Occupancy (Rent) ,|
4.4 Operations  Expenses  (supplies, | |
travel, training, communications, ‘
| utilities, marketing, other |

[ | administrative)

61



SACCOE CHE-Sike supervisin Manual

4.5 Professional Fees and Services
4.6 Depreciation '
4.7 Maintenance/Repairs
4.8 Other Operating Expenses
4.9 Total Operating Expenses (Sum
(TOE) | 4.1-4.8)
4.10 Net Operating Income (Loss) =
(NOI) | (Gross Operating Income-GOI —
Total Operating Expenses-TOE
)
5 Loan Loss Provisions
{Recoveries)
5.1 Provision for Loan Losses
5.2 (Less: Recoveries)
5.3 Provisions for Investments and
Other Losses
5.4 Net Provision for Losses (Sum !
(NPL) | 5.1+5.3-5.2) i
6 Extraordinary Items
6.1 Extraordinary Income
6.2 Extraordinary Expenses
6.3 Donations and Grants (cash only)
6.4 Prior Period Adjustments
6.5 Total Extraordinary

(TEI) | Income/(Expenses) Sum 6,1-6.3)

7.0 Net Profit for Period = ( Net
Operating Income-NOI+/- Net
Provision for Loan Loss-NPL +/-

Total Extraordinary Income-
TEI)

8.0 Dividend Paid on Shares

(*SACCOS management should complete this form using their income statement information
as of the reporting date. SACCOS management should also attach their income statement (o

this form.)

Name: Signature: Date:
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2.4 Form 4: List of Loans to Insiders and Related Parties

SACCOS Name; Report as of (date):
Related Party Number of | Loan Amount in I Amount of Savings, ‘
1 loans TZS Deposits and
(1
2) A3) Voluntary Shares
( ;
Guaranteecing Loan
| (4)
4.1 Board and Committee
Members

4.2 Managers

4.3  Employees

4.4  External auditors and
Registrar Inspectors

4.5 Immediate family members
of any of the above

4.6 Total

(*SACCOS management should provide the total number of loans, the total outstanding
amount of each related party and the total amount of savings, deposits or voluntary shares
used to guarantee the loans as of the reporting date )

Name: Signature; Date:
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2.5 Form 5: List of Large Loans Exceeding 5% of the SACCOS Core Capital and
Miscellancous Information

SACCOS Name: Report as of (date):
Name Number of | Amount in TZS Amount of Savings,
Loans Deposit, or Voluntary
Shares Guaranteeing
Loan

1

2

3

4

A

Total

(*SACCOS management should provide the member name, the number of loans for each
member the total outstanding balance for all loans to the member that in TOTAL exceed 5%
of core capital and the total amount of savings, deposits, or voluntary Shares used to
guarantee the loan as of the reporting date.)

Miscellaneous Information

5.1 Largest amount of fully secured loan(s) to any one member:

52 Largest amount of loan(s) NOT fully secured to any member:

5.3  Longest Loan Maturity;

5.4 Largest amount of shares, savings and deposit to any one member

5.5 Largest amount of shares, savings and deposits to any member and their related
parties

5.6 Longest Investment Maturity -

5.7 Largest amount of investments in any one bank

5.8  Number of Members

(*SACCOS management should provide the information requested in items 5.1-5.8 as of the
reporting date of this form.)

Name: Signature: Date:

65



99

usig :Aq pasoaddy
udig TAQ POMAAIY
UG :Aq paaedaag

Jaded Suppiosm uenpadsuy -HAD L

uonoadsuj MS-HO SOIIVS

usdrg 1038(] naalqng
) 1Xapug Ipoudyg :£J9100¢§ JO dweN

$I2YSNIOA SISA[eUY sanesedwo) SOIDIVS €

I XIANHAddV

JERLIT | »::mw.f—......___m B Lo TR B I M AREN




£9

STAVHd se

awes) 1288y

9 | pejo] /ende)

%9 =10 < | A60118°01+L01+9°01) — [ WO | [euonmusy]

9 -] WIOJ/(S°€
- WO+ I'S+6"S+4'T) |

(L' T+6°0T48°01+L01-+9°01+1°0L) | S19SSV [BIO]

048 = 10 < — 1 w0y | /ende 210D

SOJIVS

PasudI| 10]

(€ -€ WO+ T1°6+6'S+L'T) 889 | [ende)y 210D

SZL | (216 01+8°0T+L 0L+901+1°01) | Jojunowy

uorur gyl — ] WO e A

) SODIVS

POIOISIHOY

10

(§7¢ -§ U0+ [1'S+6'S+L°T) 53] | [ende)y 310D

SZIL [ (L T1+601+8°01+L°0149°01+1°01) | Jo junowy

.._O:_:.C < el Ego_w.— E:E.‘ﬁﬁmz

SI2QUIAJA |

mO Joquuni

Slaguiaild 0s g€ — ¢ U0y E:-Cmr—mz
(N/A) 21ed
110day jo se
juauanbay

sunp | Avpy | pudy | yauarA | Arenaqay] | Alenuep [enuapniy | juawaanbay (c-1 swmroq sopey pue

SJI9OIA | IBRUOpRAg - g xipuaddy 5as) senurioy SHQPLIBA

SpAEpUR)S [RHUIPNLJ T IS0 “[°€

T\._.——_..\._/.- ..—,._nxrf.ﬁ.un__._m ..__:.wn.:a 3 ”Lp IS



g9

SAOTE ST OTIRS &
DAOUR §T WIS ¢

"DDLM1 ONET DLUES Y JJL[UID[ED 10U [ J01oadsin
‘vﬁn._. Arm .::.—-—. .C.—.__GH mwd—#ww..rw —QQU_.—G.—U.‘UH UL_ S OTES U;_ mm. :Oﬂﬂ.—ﬁu,_-“u Oj..—_wu Tnm.—.ﬁ.u T—._HQ br_u .-.n_.: ..u}aO_._um .—G—UU&.w.ﬁC I JEL] OS5 Jpels MA__._C SESTHV el 4 2aUadaial ay | z

%0¢

(€01+T01+1°01+5°8)
— [ WO, /$°C — ¢ UL,

JO Junowe
WINWITXBIA]

— ]
UOHEBLUIUO))
IDQUIDTA
sareys

pue sjutarg

Gkum“ = 10 ity

O- ] WIO{/¢ Unjod ¢ — € WG

{1V
STTAV 88
JuIeS) SURO
Fuipurising
[elo]. / siep
0€ < sueo|
anbuia(q

%09= 40 <

9-1

WLIOA "¢ € WHO+6 S+ ['S+LT)
SSAL (LT I+6°01+8°01+L°01+9°01)

— _ EEL

¢ (64
STV se
JAWES) $1ASSY
[elo /ede))
[rUOTININISU]|

BN

A8

aung

KeAl

[udy

PIIRIA]

Lenaqayg

Lenuer

(N/X) 212
110day jo se
judwInboy
[enuapnt g
SIPN

yuowaanbay
[eRuapnaj

(g-1 swaoq
— ¢ x1puaddy 92s) sepnuio

sopey pue
SA[quIIE A

T e A R RIS R TS TR S S W L




69

D>Dn—m 56 QENW <

=
o~
Uy

| =10 <

c8/l16
“(USHTEHTE+CTHID] — T w0y

> §]OSSY puB
STUDUNS2AU]
pmbr )
sysoda(g
sguiaeg

/ S21qeAR]
ULID}-1I0YS —
spessy pmbry
+ SIUDWISIAU]
pinbry

%08 =10 >

981 —1Wloj

{orpl

4 STAVH
se oles)
S19SSY [RIOL
/ SUBO 12N

syisodap

pue sguraes
‘sareys 1210,
JAued pajejal
10 1aquiow
auo Aue

Aq susodap
pue s3ulaes
‘sareys

aunp

~

ABIAl

[dy

TRR 14 1N

Arenaqay

Aienuep

(N/X) areq
310day jo se
yudwambay
fenuapnig
SN

yuuImbayy
[epuapnayg

(§-1 sunioy
— g xipuaddy 23s) sppnurio

soyey pue
SAqULITA

LR T AR TSTET RV T

Y SO0




0L

SAQHE ST e 9

Y] —19 >

9/ (TUS+8p+r'E) [ w0y

$1988 Y
durureg-uoN

%ST =10 >

(€ -€ WO+ [ 'S +6'S+L'T) SS9
(L'1+H6°0148°01+L701+9°01+1°01)
— 1 WHOS /16§ WO,

edey 2100
Aueq duo
ur spsodagy

1eak |

0 — G WO

Ajumeiy
JUDLUISIAU]
WNWIXBIA]

SIBIA ¢

g6 — & uioy

AR
urvon]
WNWIXBIA]

Jonel

1 STUVHd
SE QuIBS)
{snsodaq]
sduiaeg (€10
/ (shep O >
$a|qede] UL
-Hoyg [ela],
— Atumew
sfep ¢

> Ajunjew
sAep (¢

aung

ABTAl

jdy

LAY RY|

Arenaqag

Lrenuep

(N/A) 21k
110day jo se
juamdImbay
[eguapnag
SINN

jupmdainbay
[enuapnaj

(-1 sutog
— g xipuaddy 2as) sepnuiaog

soney pue
SafqeLIv A

ey oonsseadng ss-ney S0y




14

JAOYE SE LG,

%ST =10 >

9/ EL— ] Haay

[PUIX

(,onel

CV STIAVAd
SB JUIPS}
S12$SV 810

/ (s1088y
pextd YO
+  Supying
> pPUe]
+ uonepnbyy
ut 81088y
4 OJqeAIRIIY
SIUNODOY

+  swnoooe
suneaq
)sa123ul
-UON+  puel]
uo yseD)
§)988y

1e10], /(s1osse
Pas0]2210]
pue  pajreuop
duipnjoxo)

aung

AvIAl

[udy

yoaep

Arenagay

Arenuaep

(N/A) aed
yaoday Jo se
yuduwambay
[euapng
NEL] I

judwaannbay
[enuIpnaj

(S~ suLio
— ¢ xipuaddy 29s) se[nurio

sopey] pue
SAGUIIEA

s MO SOTDVS




%S

($7¢ =€ WIOH[ 146" CHLT) 589
(L 1+6°01+8 0T+L701+9°01+1°01)
— ~ :.CCL me - .m HEO.H_

Ajny 101 §1
1YL Joguuau
U0 Auw

01 (s)uro]
WNWIXE[A]

%01

(S - WO+ [ S+6'6+L°T) SS9
(LTH6 014801 +L°01+9°01+1°01)

feade)

a107) /ANS130a
onqnd

e Ul paIojstdal
spoogd

1o ‘syisodap
dum) ‘s3uiaes
‘sareys
Apunjoa

£q pomaos
ATy st

ey Jaquidtu
Juo Aue

0} (S)uBo
WINWIXEA]

(onels

9d STV
Se awes)
S)assy

[B10], / IpaL)

sunp

AR

jady

IRl

Arenagag

Atenuep

(N/A) 218
pioday jo se
juswaamboy
Jenuapnj
SIIIAl

yuswaanboay
jenuapna g

(S-1 suriog
— ¢ xipuaddy s3s) senurioj

soyey pus
SI|GRIICA

JURLIRTY Ueisiadsndieg 2 j1y S0y 0vs




e

%001

7608
%0t
%01

Ve
€ TE g g uumjo) —¢ W0

s&ep 08116
(pIepurisqns)
ANPIA(Q)

sAep

06-1¢€ (yorem)
ANPIBA()
BuuoIsIA0Lg
pue
uOnEIIJISSE[)
ueo|

04G = 10 >

9
-1 WUO,] / ¢ UHIN[ODY 9§ — $ WO,

$138SY [P0 ],
/saakordurd
puE S1321}j0
0} SUBO']
auIpueIsINg

Teidesy

210,) /A11S1521
ognd

B UL P2I2)SI3al
spood

10 ‘sysodop
o ‘s3ulALS
‘soreys
Alejunjoa

Aq painoas

aung

AR

pady

LR 04 1Y

Areniqag

Atenuep

(N/A) a1eq
1xrodoy] Jo se
judwdImbay
[enuapnLj
S)IW

yudwaambayg
[enuapnag

(-1 suio g
— ¢ xipuaddy 29s) sejnuLio ]

soney pue
SI[qRLIZA

AT RN TR C R R NIRRT R il BT I S 0 L




[ o skep
$9¢ < (ss01)
anpIAA()
SAep ¢9¢ -181
(Injignop)
ANPIdAQ)
(N/X) areq
jr0day jo se
juamaainbayy
aung | Aepq | [udy | yaaepy | Lienaqay | Arenuep | [epuapnay | judwaxnbay (5-T swaoyq sonpey puw
SION | [enjuOpnUg — g xipudddy 535) sepnuio g SI|RLIB A

e uontunding 2i o S0V E




SL

syjuour

Z1-1 WOy SuIpuR)sino syuow
sueo] yuenbulpa( e 105 | 71 uBY) SSI|
uonendoy 1ad parnbay | jusnburjeq

unowy / (syuow SUBO‘| 10J

71 < sueo wuanbuipay | uoneNgay

— (129ys 2oue[Rq) 1ad
SSOT UBOT] 10] DURMOTTY paxnbay]
[B10]) = SYIUOJA] | 0ULMO[[V/
71 usy) ss'[ yuanburpg 895507
S mnsoﬂ Jo0j _@a..‘_.“”MW_ ueo] 10J
e | sty sono | ooty
10 %001 207] J0) RUEMOTY JIN N — Cdx
€ Umnjod
£ &0 B ST HEed
. - sqpuout 7 <
SUMOILE] <BULOL ' opanbeemary
wenbuiep e Jo sadueey c.wc;
uro / (199ys 2ouB[Rq) 107 panmnbay
$98507] URQ’| 10} IDULMO[]Y Jocm&o:eq
= SYIUOJA] ZT < juanburjagg \m.wmmoq
suro-y 10} paambay ueo 107
NUBMO[[Y / SISSOT] uo:ma,o:d,w
UBo7] 10J NDUEMOY _
%001 1A% ¥ — ld=
any | Amng | aune | Aepy | pady | oyoaepy | qay uep
Suipuy J2)1eng) 10 YIUOJA] JO S€ soney paepuelg BlOULIO son ey
soney STYVA duntoddng pue £33 7 199YsyI0 M TE

A IO SCNE RS




9/8°C —1 Wod

S1oSSY
S1ASSY IO | / SJUDWIISIAU] [e10]. /
[EIDUBUL-UON] [[V = | STUSUDSIAU]
81958V [B30 1,/ SIUdUISIAU] [BIoURULJ
940 JEIUBUI-UON] -UON — ]
9/8°1 -] w04
S1asSY
[210], / ($807] ueO'| JOJ | SISV [BIO]
JIUBMO[[Y - SUBO] §SOI(}) / SuBO]
- 0408-0L = SJASSY [B]0], / SUBOT JaN 1N — ﬁmT_...,
L 1+871 -1 wio g +01°¢
- w0 )l §'¢ —¢ w0
[£Z 7 (pouad yuow
T1JOpu= JO 5E OL[0I0d
ueor] ssoin) + porrad
quow Z jo Sutuuidag
JO sE O1[0j1I0d UB0]
sso1n))| 7 pouad yuouw-7 |
durpadaxd ui 70 pasey) spjo
SUBO'[ JO [BJO], = SUBOT | DJLIA UBOT]
Ty IBRAIAY/SIIO NI, UROTT | [enuuy ~
(g munjod £ e+ E+1E
—¢ uuo,J) / (g Uwn(oo ¢
~¢ W0 $S9] L' —] ulo)
sny | Anp | aung | Aepy | [ady | yqoaepy | qag uep
Surpus] Japren() 10 YIWOJA] JO SE SONEY paepuar)g E[NULIO] sonuy

—ﬁ C:.—.I.“.fh..wﬁun.% 4__,J,|:.... 3 ﬂhn w.-wwur-._-f.




Ll

0409 WL

12d $38507] UBQT] 10J
JURMO[[Y o) w1 paxinboy
JUNOWY — (S95807]

UBO] I0J 90UBMO[]Y

+ [ende) Jeuonmusuy)

= s)assy [e30 ], / [ende))
[BUONMDSUF PN — 61«

$198SY [RIO ],
/ [ende)
feuonNiIsy]

PN~ 6dx

049 WNWIul A

9 A6 01+8 01+ 0T+9°01)
—[ 3o

$19SSY (10 ]/ (88071

1O 2UIoDU] JoN] -/+ S3uney
pauIeIdy] -/+ SUOIBUO(] +
saAIasay pojeridoaddenn
1Y) + IAIOSIY

IR[NTOY) = §JasSY [B)0],

/ jende) [puonnygsuy

SIS [BIO .
/ Tende))
_&:omwsuﬁwﬁ
— 8+

LIt L -] Bdgg
SIOSSY [BIO], /

S1OSSY [B10],

SuonE3I[qo UBo| WIG}-3UO7] [ MPaL)
0457 pue LOYS JO [BI0], = S}ISSY [PII)XT

( , o
wmwIxejy [BI0, / BP31)) [eUI)X 9«
9/8°8 "L WHOL | 500y 110,
s1P88Vy [B10]. | — susoda(q
/ susoda(] sSuiaeg 10, sdulaeg

= §]assy 101, / susodd — %
940801 1SSV [¥I0 L, / SH a Ctl

dny | Amp [ aung | Aely | pady | goaely | g uer

Fupugy a9)aen) 10 [PUOA] JO SE SONBY pABpUEIS g[nuLIo ] son ey

AL IAY _:.JIM.J.H.:___..I IS TS B A




9 /{(TUSH8 P+ €) — WO

$108SY

[R10] / (519$SY PaxLy]
YO + suiping + pue
+ uonepmbI] ul sjessy
+ O[(BAIDIDY SIUNOIIY
+ SJunosoe Juuedgy

$10SSY [BIO],

1S2J2JUI-UON+ PUB}] / 51988V
uo 4yse)) = S)ISSY |RJ0 |, / Junuey
B0 =i S19SSY SUIIR-UON [#IO], | -UON — 7V 4
9 -1 ULO4/¢ o1jojH0d
U0 $°¢ —¢ WO, | UBOT SSOI0Y
sueoT (210 / yuow
/uowt [ < juanburja(g [ < SuB0OT]
SUBOT JO [RI0] = Sueo] | juonbuioqg
%G ==/> fe1o . / sueor| Juanburjagg — V%
9 -] WOAS ¢ -¢
WIOJ+6'C+[ 1'S+L'T) S89]
(L' 1+6°01+801+L°01+9°01)
—1 WiIo.]
$13SSY [RI0L / SYIuow 7 |
< Juanburjap sueo[ JO 9400
pue syuow 71~ [ Uwamidq
yuanburjop streo| Jo 946¢
JO uoneioes 70
| Sny | Ainp [ oung | Lepy | pudy | qeaepy TERT uep
Suipujy J1331end) 0 YIUOA] JO SE SORY plepueiq e[nurIoq soney

sty MO SO S




J1pazijenuue) 77 -7 WO

[z/(potrad
JO pua a0 3o se susoda(]

sguraeg 2o + pouad Jo EWomuQ
pus 1wy Jo se spsoda(] M@Mﬁww
sSuiaeg @y )| ; susoda(] wﬁmoaum
SSUIARS UO pie] 1Sarau] M wm?mm o
[e10], = sysodaqq sBuraeg | O
ueneul ageaaay ; susoda(q L e
< SABL IR sduiABg uo 383.00U] [210]. — 54
[zA(pua-1e04 1011d
Jo se sueo| 19N + 8" 1} -1
w10, / (stpuowt g1 3oJ 10u
SIJUNOWE J1 pazZijenuue}
¢ EFLER] =0 04
[z Apud-yeaf 15T o se
i S2SSO7] UBOT] O] DIUEBMO[|Y
049 JO 13N “olojHod ueo’]
_ > JON + PU-J8af JUSIIND)
?mm_ Mm ol Mué JO S $9§S07T uBO J0J
omnwﬁw_mhmﬁmﬂ 29UBMO||V JO 1N O[O0
Sud s:.m: _— uro] BZU_ / sanjeuad Ol OpI0]
dit 6:._ - ‘S92 “SUOISSILLLLOD ueoT|
—_— .:a T Fuipnjour sULO ] UD dWODU] | JAN] SFRIBAY
e oy = OI[0§110] UBO’| ION \ Qwoou|
_m_h_aoﬁwhﬂmﬁwﬁm Qwshﬁbdw J OUI0NU] UBo| UED] — [d
Eny | Anp | sung | Aepy | pady [ goavp | 434 uep
Suipu] Jap1eng) 10 YJUOIA JO SE SO EY piepue)g B[NULIO§ soney

EEOTRV RN R TR TR RS W LGN




08

[z / (pord jo pud 10w
Jo se sjassy jejo} + pouad

JO pU2 JUAIIM) JO SE S19S5Y

[£10.1)] / ($955077 Jo1() pue
HEDC.HHwD>C~ .HC% ﬁOﬂmmPO.—ﬁm ™

S10SSY [B10].

$I8SOT UROT 10] UOISIAOL] adeIdAY
- sasuadxy] Junernd |/ sesuadxig
[RI0] ) = S)ASSY IGRIIAY Juneradp
0% — 10 > / sasuadxy Sunesad() | w10 — 64
[ zApus-1eak
1oud Jo se spunj pomoriog
+ €L -1 wIo [syuous
Z1 10 10U ST JUNOWE
J1 pazifenuur) |7 -7 Wio,[
[z / (porad
JO pud 1014 JO SE Spun.
pamodiog [e10] + porrad spun,{
JO pud JuaLIny) JO SB Spuny poMmonog]
POMoOIIOg] je10 | )] 7 Spuny odrIdAY
pasmouog uo pred jsaraug / spunyq
CY ~105 PPk P10 ], = Spunyf pImo.riog pamonog
® aney En_u. ABeAdAY 7 SpUN] | €O JSOIU]
SO11 JOYIEIN PIAM0LIOY U0 JSAIdJU] - 9Y
[z/pus-reak Joud
Jo se spisoda(q sduiaeg
+ §'8)] -1 w0 A(syuow
7] 10J J0U SI Junows
sny | Amp [ eunp | Lo | mdy | yuaep | qag upyp
SUIPUY 43)1EN() 10 YJUOLA JO SE SORBY paepueig BNULIO soney

_ﬂ:—:wm/. :Ai%m.l._ :._:% _.H.J.un_,: ) ,J,ﬁ \.-uu” u_.f.“-.“




%0 %51

— [ WO

snsoda(] s3uiaeg

[e10] / (s&ep ¢ > sojqese
ULI0)-MOYS [210], — SABP Of
> S]0SSY PUE SJUSLL}SIAU]
prbry o) = spsodaq
sgulARg / SI[qeAR{ WLId)
-0y — §)assy pmbiy

+ syudumsaAu] pinbry

s1soda(]
s3utaBg

/ sajgqeded
LLIS)-LIOYS
— S)assy
pinbry +
SJUDLLIISIAU]
pmbi]

— 1 1s

[zApua-122A J011d

JO SE 81088V [RIO] + 9 -]
uo,]) | / (sqyuowr g Joj Jou
S1 JUNOWR J1 pazijenuue)

(8 8591 L) - wioy]

[2/ (porad jo pud

1011 JO SB $1988Y IR0 ] +
potad Jo pua 1uaun) jo se
§1058Y [10] )| / SPUSPIALP

S1258V [B10],

90— 107 1oy suonerado woly $so7] adeioAy
1O JWODU[ 1IN = SJASSY / 2UI02U]
popast junouie d8raAAY / awodUu] 19 12 -
. pue 0/ < \ 4 N | BN CIY «
[z/pua
-1eak Joud Jo se sjassy
+9)] -1 wiog /(syiuow
71 10} J0U ST JUnowe
Jt pAZIjEnuuR) ' - Wio |
T 8ny | Amp [ aunp [ Aepy | udy | goaep | qag uep
Buipu J193ENn) L0 YIUOA JO SE SonBvy plepuw)g BIOUWLLO] sopey

wﬁ._..r_.—"“/“ u.—:.—..f,__..—h..—ﬁ_:mw ,J_._T,n.—,_n ] ’,—“ﬁ H u. u»—/




Z8

Yl =10«
g7 08 PIpoaN
JUnoury

potiad Jo pud juaniny) Jo se
jenden reuonmnsuj [B10])
= eyde)) jeuonnjnsuy
CLEIMOATY —8R

rende))
[RUOLITIISU]
ur

PAOLD) — 8S

%08-0L —
S7] 08 PapaaN
-:_.:J.:.-.—Mx

pua-1edA soud Jo

se syisodo(] sBulAeg / (puod
-1ea4 Joud jo se sysoda(q

sgutAeg SSI[ ¢'8) -] WO,

pua-reak ise[ jo se susoda(g
SBUIARG [BI0] / PUI-IRDA
ise] Jo se sysoda(q sfulaeg
P10 ], — syisoda(] sBuiaeg
i)y 1o = spsodag
SBUIARG Ul YIM0I5) — C§

%08-0L

= | 0s popoau

junowy

sysodoa]
sduises ul
Yol —58

PUI-IBDA

1oud Jo se o1jojlI0d ueOT]
sso1n) j(puo-1eak 1o11d

JO Se 01j0J110,] uBOT SSOIN)
SSA LT1+§71) -1 w0y
puo-Ie0A JSe| Jo

SB OI]OJLI0] UROT /pua-1eak
1SB] JO SE 01]0]1104 UB0"]

— CI[OJUO [ URO'[ JUALIN.) =
SUROT] JON Ul IPMOLD) — [§

SUBO'|
JON Ul
Yol — IS

c8/ld16
(US+T e+ g+ 7+12)]

sny

Amp

aung

Ay | mady | yorepy | gqog uep

Buipusy 133aenQ) A0 YIUOLA JO SE SONEY

plepueig

g[naLIo g

1 |

RN RN E RN WS (TR TR | T B R L T




€8

%01
+ uoneul«

PUS JUILINT) S128SY [e101)
= §)ISSY [B)0 ], Ul JJAA0EL)

UL HAOID
- 118

sl

pua-1e24£ 1oud jo se
SIOQUIDTN JO JOqUMp] / pUo
-1e34 101d Jo se s1aquiaip
JO JoquInp] SS9 §°¢ -G ULI0,]

potad

JO PUD 1011 SISQUIDJA]

Jo raquny] / (pouad jo pud
IO SIPQUIDIA JO 1dquIny
— peuad jo pud Jua1Iny
SI2QUIS A JO Joquuny])

= diyssoquidyy a1 yraoan

drysoquiajy
Ui ymols)
—0IS

pua-reai Joud

Jo se pude) (puonmysu]
210} /pud-1eai Joud Jo se
reude) [ruonninsu] 0|,
§591 6°01+8°01+L01+9°01)
— 1 Wo,]

pouad jo pus 1011 Jo se
reude;) reuonninsu] B0

/ (potrad Jo pus Iol] Jo sB
[ende)) [euonninsuy {glo] —

sny

Apg

ung

Key

juady

IR

924

uef

Suipuy 1931EN{) 10 YJUOA JO SE SOLJEY

plepuels

vnumIo g

soney

ey osiaadon RSO SODDYE




L

SINAWINOD

onel STRIVAJ £ € s3j0udp,

puo-1e24 1oud Jo se §]osSy
[e10] /pus-Ieak roud jo se
SIOSSY [BIO] $S9] § -] w0

pouad Jo pud 1011 SIOSSY

[e10] /{pouad jo pua soug
S198SV [B10 ], - pourad jo

SISSSY [B10L

Sny

Apnp

aung

AeA | udy | yoaepy a2 uep

Sulpuy Jayien() Io [IUOJA JO SE SOOBY

prepuelg

g[nuLIoq

sonpey

T Lials] ﬁ..!_zufu ANSEIEY SO S




POLId] WO} $SO° [/ARIOU] JON

(6" -C wIo)
sasuadxa Suneradgy (w107,

(1'S -z wo,]) osuadxo
uois1a01d S50 UBOT $SOIN)

(Te
-7 w0} susoda] pue SSUIARG
12qQUIRIN u0 asuadxy 1sa1ogu]

(1°7 -7 uIo,]) SuImoLog]
woaJ asuddx] 152491u]

TS+ e+9'1
-Z TIO,[) SWoau[ [#I0 ]

(7 C4+¢°¢ -7 w10 ){(5o110A003y |
urY' | Sapnjout)
JWOIU] SNOIUR][IISHA Y10

(Te+lg
-7 WJO0,]) Sayeudj pue
SaGIeY ) ‘$22,] WOIJ dWodu]

(T'1 -7 Wi04) sjuswisoau]
U0 WO 152191U]

(171 - wioy,])
mcmo‘._ uo DEOUE ﬁmuuuﬁ&

-~ INTIWALV.LS ANOONI

snsny

Ao

sung

nady

YoIE Al

g |

ugp

uipu 19)reng) 10 YIuopy Jo St S)Nsay

SHNSIY [erouBULy

SINSIY [RIDUEULY ¢ 199YSHI0AN 7

Py UelsLndn g g ) SO S



94

ULIno? ¢ -¢ wiio,) anp ised
s&ep ¢ < sueof juanbuijaq

(L] -1 Wioy)
$SO7] URO7] 10J 2DUBMO[|Y

(<1

-] WI0,{) SUBO'] PINIONIISY

(¢ - wioy) smeak
¢ < LlUnjew B Ylim Sueo”|

(£ 1481 -1 wuo,4) Suipuelsino
otjojuod urory [e10].

(6T -1

LI, ) SIUOWSIAU] 1ON] [RI0]

(L°7 -1 W10,]) S05507]
JUIWIS2AU] J0] RDUEMO[[Y

(97+6'C
=] WIO) SIUDUNSIAUT IOYI()

(p"Z+E°C -1 W0 ]) suonnmsuf
[RIOURUL,] UT SJUSLUJSIAU]

(TTH1'T -1 WIO) sonunaag
JUSLULLIDAOL) UL SJUSWISIAU[

('€ -] wio.) sjunodoe
Furwes-uou pur yse))

LAHIHS HONVIVY

(£ -¢ wioy)

sniny

Ay

unp

ARIAl

pdy

YraeA

924

uer

sulpuy] J331engd) 10 YIUOJA] JO ST S)[NsdY

S)[NSIY [RIDUBUL]

prm gy UOSLUAING M0 S0V




LY

USED) SJUBIL) PUB SUOHBUO(]

(SOT+¥01
-1 wuoy]) jendey A1ousuei],
PUE 9AJISY UONEN[RAY

(L'0T -1 WUO0,]) pun ] sAI3S3Y

(€°01+Z°01 -1 wiod)
S2IRYS I9YI() PUB AIRJUNJOA

(1701 -1 Wi0,]) sateys JquIdy

(016 -1 wio,[ (sjunosoe
nsodap pue JUNOIOR SBUIAES
‘sFumoliog SuIpnjoxa)

SIDIQRIT IoYIQ [BI0]

(#'8+£'8 -1
W10 ) STUIABG JOQUIDI 12U[1()

(T8-1
W10,]) sUs0da(] W | JqLuajy

(1'§ -1 wioyg)
SIUNO20Y SSUIARS JOQUIDJA|

(€L
-1 U0 ) s3UIMOLIOF [PILIIIXT

(9 -] WHO.]) $1988Y [RI0 ],

(8%
-1 uno,]) (12u) S198SY PoOXLj

(g

1snany

Apnp

aungp

A

rdy

TEXTI TN

qoq

uep

duipuy J19)aend) 10 YJuoA] JO Se s) nsayf

S)InsaY [eldURUL

y sosadig AS-1O SODOYY




i3]

SSINHWAOD

(Z1 -1 wo,])
JUNOWE (810} 109Y$ 2dueeq-110)

(6°¢ -¢ woy)
sueo [ J1O uanup Ajsnoraaud
U0 3pell SLI3A0DIY

(8¢-¢
ULIO] ) STJO-2MIA\ UBOTT SSOUD)

(01°01 -1 wao) Annbg [RIOL

(801
-1 Wix0,]) suniesj paure)ay]

(©01 -1 wo) (A[uo

snany

Amnp

aunp

ABJAl

judy ERaid 4 Q24 uef

Fuipury 1311600 10 YJUOA JO SE S)[NSNY

SINsay |pIoueuLy

cuombusdng o s v




SATOA OIS =

spvaston M



