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Angkor Mikroheranhvatho (Kampuchea) AMK – Cambodia 
 

 

AMK – which started its operation in 1999 as the credit component of Concern Worldwide program - is a non-banking 
financial institution licensed in 2004 as microfinance institution and in 2010 as micro deposit taking institution. AMK is 
wholly owned by the Irish NGO Concern Worldwide. The ownership structure will undergo a significant change by the 
end of 2011. AMK will continue its commitment to help large numbers of poor people in Cambodia. 
. 

 

 
 

 
 
 
 
 

 

RATING RATIONALE 

 
FINANCIAL ANALYSIS 

AND CAPITAL 

ADEQUACY 

 AMK is well capitalized and shows positive and improving performance results after the 
decrease registered in 2009. Although lower compared to top MFIs in Cambodia, profitability 
and sustainability levels are adequate considering AMK’s business model and target clientele, 
that is the low end market segment. Such levels are achieved through outstanding productivity, 
which however has no negative impact on portfolio quality. Although the latter is good, there is 
some risk concentrated in individual loans mainly linked to loans disbursed in 2009. Expertise in 
the individual lending methodology needs to be strengthened considering the lack of 
specialization of credit staff and an assessment that, although adequate, might be more 
prudential in the estimation of the clients’ repayment capacity. 

 
GOVERNANCE, RISK 

MANAGEMENT AND 

QUALITATIVE RISK 

ANALYSIS 

 The current business model exposes the institution to some operations risk given the high 
number of transactions, which is however adequately controlled through effective segregation 
of functions and dual controls. The relevance of the cash handling risk increases with 
transactions of small and large individual loans with higher amounts. The current risk 
management framework ensures an effective control with some room for improvement in 
financial risk management policies and tools. The BoD is proactive and promptly monitors the 
evolution of the institution in all the key areas. The country risk of clients’ over-indebtedness 
remains significant, while the Credit Bureau is still in the process of being established. 

 

 

 

 

 

FINAL RATING A 
   

OUTLOOK Stable 

Date Rating Committee  : 13/07/2011 
  

Validity  :  1 year if no relevant changes in operations or within 
the operational context occur. 

  

Previous Rating : March 2008 (M-Cril): α+ 
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STRENGTHS 
 

OPPORTUNITIES 
 Large clients base and network 
 Good financial services offer 
 Good market penetration in rural areas 
 Portfolio quality 
 Capacity to attract funding 

 

  Saving mobilization in rural areas 
 Low-end market segment in urban areas 
 Other fee-based financial services (money 

transfer and micro-insurance) 
 Credit Bureau implementation 
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Benchmarking 1 
 

AMK Cambodia

NBFI

Large (Outreach)

Individual/ Solidarity

Cambodia

Asia Large (Scale)

Gross Loan Portfolio

 

AMK Cambodia

NBFI

Large (Outreach)

Individual/ Solidarity

Cambodia

Asia Large (Scale)

Number of Active Borrowers

 

 

AMK Cambodia

NBFI

Large (Outreach)

Individual/ Solidarity

Cambodia

Asia Large (Scale)

Portfolio at Risk > 30 Days

 

AMK Cambodia

NBFI

Large (Outreach)

Individual/ Solidarity

Cambodia

Asia Large (Scale)

Average Outstanding Balance/ GNI per 
Capita

 

 

0,0%

2,5%

5,0%

Return on Assets

 

AMK Cambodia

NBFI

Large (Outreach)

Individual/ Solidarity

Cambodia

Asia Large (Scale)

Yield on Gross Portfolio (nominal)

 

 

AMK Cambodia

NBFI

Large (Outreach)

Individual/ Solidarity

Cambodia

Asia Large (Scale)

Debt to Equity

 

AMK Cambodia

NBFI

Large (Outreach)

Individual/ Solidarity

Cambodia

Asia Large (Scale)

Operating Expense/ Loan Portfolio

 

 

                                                 
1 All figures of peer groups are referred to the MicroBanking Bulletin (MBB) and to the Microfinance Information Exchange (MIX) as of December 
2009. As for Cambodia, data from the MIX stands at December 2010 (based on 13 MFIs, excluded ACLEDA). The ratios of the rated MFI indicated 
here do not fully correspond to the ratios presented in the report as they are calculated according to the MBB methodology. The MBB adjusts the 
financial data to produce a common treatment for the effect of: a) inflation, b) subsidies, and c) loan loss provisioning and write-off (see MBB, 
Appendix I: Notes to Adjustments and Statistical Issues). 
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1. External Context and MFI positioning 
 

Name of the MFI Angkor Mikroheranhvatho ( Kampuchea ) Co. Ltd  (AMK) 

Legal Form Limited Liability Company 

Client typology  Low end market   

Year of inception 1999 as a project, 2001 as a Rural Credit Operator, 2003 as a Limited Liability 
Company 

Ownership See Chapter 2 

Audit Company PricewaterhouseCoopers (Cambodia) Limited  

Rating Agency M-CRIL (2008) 

Regulator / Supervisor National Bank Cambodia (NBC) 

Networks of reference Cambodia Microfinance Association (CMA) 

Area of Intervention Rural 

Credit Methodology Group and individual lending 

 

1.1 Institutional 
Background 

 Angkor Mikroheranhvatho (Kampuchea) Co. Ltd (AMK) is a non-banking financial 
institution serving the low-end market segment, especially in rural areas. 
AMK started its operations as savings and credit component of Concern Worldwide 
community work in Cambodia and in 2001 it became a “Rural Credit Operator” under 
the name of Thaneakea Ponleu Thmey (TPT). AMK registered as a Limited Liability 
Company in 2003 also to comply with NBC requirements. In 2004, AMK obtained the 
MFI license from the National Bank of Cambodia (NBC) and in January 2010 the license 
as a Microfinance Deposit-taking Institution, which allows it to mobilize savings from 
the public. 
Through a network of 22 branches and 56 sub-branches, AMK covers all Cambodian 
provinces and 57% of total villages. The largest Cambodia MFI in terms of number of 
clients, as of March 2011 AMK counts 247,747 active borrowers with an outstanding 
portfolio of US$ 33,016,098. AMK targets the poor and has one of the lowest average 
disbursed loan sizes in the market (US$ 159). AMK offers both group loans (83% of 
outstanding portfolio) and individual loans, focusing on rural areas (95% of active 
clients) and mostly financing the agricultural sector (72%).  
Sound capitalization and attraction of borrowings from various international lending 
providers has enabled scaling up of operations over the years. 

  

 

1.2 Country Risk 
Political and 
Macroeconomic 
Context 

 Cambodian political scene both at central and local level is dominated by the 
Cambodian People’s Party (CPP), which was re-elected in the last 2008 national with a 
large majority (75%). According to the EIU, the CPP, guided by PM Hun Sen, will 
maintain its political leadership in 2011 and 2012. The Thai-Cambodia border dispute 
over the ownership of territories around Preah Vihear Temple remains unsolved. 
However, the victory of  Puea Thai Party in the last Thai national election opens the 
way for new cooperation between Cambodia and Thailand. 

After years of fast economic growth (8.6% in 2004, 13.5 % in 2005, 10.8% in 2006 and 
10.2% in 2007) fuelled by expansion in the garment sector, construction, agriculture, 
and tourism, real GDP growth rate started to slow down in 2008 standing at 6.7% for 
then contracting to -2% in 2009 due to the global economic crisis. In 2010, Cambodia 
economy achieved a stronger than expected recovery, with GDP standing at 4.8%, 
mainly thanks to rebound in tourism and clothing exports as well as to a good year in 
agriculture. Industry was the main contributor to GDP growth, expanding by an 
estimated 11.6% (it had contracted in 2009), followed by tourism and agriculture, 
expanding by 4.3% and 4.2% respectively.  

Bank lending to the private sector notably increased from 6.5% year on year at end-
2009 to 27% in 2010, in line with the good economic performance. The riel 
appreciated by 2.7% against the US dollar over 2010. 

Forecast for 2011 is positive and consolidating the 2010 figures. GDP is projected to 
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expand by 6.5% in 2011 and in 2012. Growth in industry is projected at 10.8% in 2011, 
while only at 3% in construction. The exploitation of oil and gas reserves is expected to 
provide an additional source of export revenue and impact the GDP in 2012. Growth 
in services is expected to increase up to 5% in 2011. 

 

After reaching 24.2% in 2008 mainly due to the general upward trend in food and oil 
prices, inflation has decelerated standing at 5.3% as of December 2009 and at 3.1% as 
of December 2010, in line with the recovery in domestic demand. Inflation is forecast 
to average 5.5% in 2011, with price increases triggered by the strengthening of 
domestic demand, generally expansionary fiscal policy, and higher global prices for 
food and fuel.  

The high degree of dollarization of the economy (amounting to as much as 95% of 
currency in circulation) limits the effectiveness of monetary policy, which most likely 
should be tightened in response to the inflationary pressure.  

Latest available data show that 30% of the population lived in poverty in 2007, with 
the majority of the poor and vulnerable living in rural areas. There are indications 
that poverty has increased since 2007 as a result of sharply higher food prices in 2008 
and the economic slowdown in 2009. A social protection strategy is expected to be 
launched this year, including programs such as free health care for the poor and the 

pilot testing of conditional cash. 

 

1.3 Industry Risk: 
Financial System 
and Microfinance 
Sector 

 Microfinance in Cambodia began in the early 1990s when NGOs filled the gap left by 
the banking sector by providing microcredit. After the international recognition of a 
new Cambodian government in 1993, aid started to flow into the country and within 
the decade the initial experiments were transformed into a sector led by profitable, 
regulated financial institutions.  

As of December 2010, there are 25 MFIs
2
 licensed by National Bank of Cambodia 

(NBC), overall covering the 24 provinces of Cambodia. The Cambodia Microfinance 
Association (CMA) regularly collects figures of its 27 members. As of March 2011, the 
Cambodian MF sector in Cambodia serves 988,428 borrowers with a total loan 
portfolio of USD 473.66 million. The sector also serves 207,137 savers with a deposit 
balance of USD 52.10 million as of March 2011. In terms of number of borrowers, as of 
December 2010 two institutions have reached more than 200,000 borrowers (AMK 
and AMRET) and two more than 100,000 (PRASAC and VisionFund)

 3
.  

 
After having registered a modest growth pace in 2009, microfinance portfolio has 
recovered good levels passing from an increase of 12% y-o-y in 2009 to a more solid 
growth of 32% in 2010, even though lower than the one registered in 2008 (61%). 
Similarly, portfolio quality improved passing from a 4%-5% in 2009 to 1% in 2010. 
Alongside the increase of portfolio quality, the risk of over-indebtedness has become 
an issue with a phenomenon of multiple borrowings detected by MFIs. Cambodian 

  

                                                 
2
 Source: National Bank of Cambodia 

3
 Cambodia Microfinance Association Network Information Exchange, March 2011. Data do not include ACLEDA BANK.  
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practitioners estimate 10 to 30% of multiple borrowings in the areas of operations. 
According to the data collected by the CMA, 8 provinces out of 24 have more than 9 
lending providers (excluded ACLEDA Bank). On average, AMK operates in districts with 
5.9 additional microfinance providers (excluding ACLEDA Bank). 

By the end of this year, the microfinance sector should have its credit bureau in place. 
The credit bureau is a partnership between IFC, NBC, CMA (10% of shares) and the 
vendor itself (which has already been selected). Rules have not been designed yet.  

Interest rates are gradually decreasing as are operational margins of MFIs. Savings 
mobilization becomes of critical importance to lower the cost of funds, even though 
some of the licensed MDIs still focus their strategy on time deposits offering high 
interest rates, which might expose them to some risks (high cost of fund and interest 
rate risk).  

The microfinance sector in Cambodia appears to be split into two groups – those 
maintaining a focus on small-balance loans and outreach, and others working with a 
mixed product offering of micro- and SME-loans. As of March 2011, only AMK and 
other 3 providers have average loan sizes below USD 300. Foreign borrowings still play 
a significant role in the MFI growth coupled with an increase in foreign equity 
injections. Specialized microfinance investors are relevantly present in the market, 
while local funding is still limited to some initiatives of ANZ bank.  

CMA plays an important role in fostering local and international networks, promoting 
coordination and fair competition and facilitating conflict resolution between 
institutions. 

 

1.4 Regulatory Risk  In November 1999, the NBC issued a law on banking and financial institutions, 
followed in 2000 by a decree ('Prakas') regulating the microfinance industry by 
licensing and registering major microfinance providers. The Prakas (2000 and 2002) 
marked a shift towards the commercialization of microfinance (as limited liability 
company or cooperative) and its integration into the formal financial system of 
Cambodia. Furthermore, in December 2007 the NBC issued a new Prakas regulating 
savings mobilization. Amongst the main requirements introduced by the decree, it is 
worth mentioning the need to have a minimum capital of US$ 2.5 million and a 
liquidity ratio of 100%

4
.  

Registered and licensed MFIs are subject to a set of regulatory and supervisory 
provisions, including the following:  

 Licensing requirements: a microfinance institution is required to be 
incorporated as a limited liability company or as a cooperative.  

 Supervision: registered MFIs need to submit quarterly reports including: 
financial statements, breakdown of loans/deposits by sector and 
currency; loan classification and delinquency ratio and network of 
branches and offices. No on site supervision is required for registered 
MFIs. Supervision activities focus on licensed MFIs, which need to 
present monthly and annual reports including: audited financial 
statements, BOD annual reports, statistics of staff and salaries; updated 
organization chart. Suspicious transactions should also be reported. Off-
site supervision focuses on capital adequacy and loan performance. 
Yearly on-site supervision is conducted for licensed MFIs.  

The NBC has proven to be flexible and supportive towards the growing microfinance 
sector, softening the capital adequacy (from 20% to 15% of total risk weighted 
assets) and regulating the currency risk. In April 2008, the NBC implemented a new 
Charts Of Accounts, which is more similar to that of the banking sector.  

  

                                                 
4
 Calculated as liquid assets (cash in hand + deposit with NBC + deposit with banks + loans maturing in the next 30 days) over 

adjusted amount of deposits (25% of voluntary savings). 
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1.5 Local and 
Regional Risk: MFI 
Market Positioning 

 AMK is the largest Cambodian MFI in terms of clients, serving 247,747 active 
borrowers as of March 2011. Through a network of 22 branches and 56 sub-branches, 
AMK covers all Cambodian provinces and 57% of total villages. AMK targets the poor 
and has one of the lowest average disbursed loan sizes in the market (US$ 159). AMK 
offers both group loans (83% of outstanding portfolio) and individual loans, focusing 
on rural areas (99% of active clients) and mostly financing the agricultural sector 
(72%).  

AMK regularly monitors and analyzes competitors. Considering its target and areas of 
operation, AMK’s main competitors are Amret, Vision Fund and TPC.  

AMK’s main competitive advantage are: 

 The Finance at your Doorstep delivery service 
 Flexibility of repayment schedule (including end of term and credit line 

products) 
 No penalty for pre-repayment 
 Low service charge 
 Loan off-set in case of clients’ death 

 
AMK’s main disadvantages are: 

 Slow disbursement time 
 Higher interest rate for larger loans size 
 Less experience in individual lending 

 
AMK’s franchise value is very high at district and village level – also thanks to the 
Finance at your Doorstep – whereas AMK is less known in provincial town. This might 
have an impact on savings mobilization (time deposit), although AMK’s strategy is to 
mobilize rural savings through developing of mobile banking. 
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2. Governance, Organization and Operational Risk 
 

2.1 Ownership and 
Governance 

 AMK’s governance is well diversified in terms of microfinance and finance expertise 
and provides good guidance to the management, especially in the current ownership 
transition phase. 

  

 

  AMK is fully owned by the Irish NGO Concern Worldwide, which is currently in the 
process of transferring the majority of shares to Agora Microfinance Fund (hereinafter 
Agora). The process started in 2009 and its finalization is expected by the third quarter 
of 2011.  
Agora will be the major shareholder holding 90% of the shares, which might be 
reduced to 80% with the entrance of another shareholder with which AMK is already 
negotiating. Concern Worldwide will maintain 10% of shares. Although the 
shareholder structure will relevantly change, Agora partners have been involved in 
AMK since 2003 (when the current Chairman was AMK’s CEO). This ensures a good 
continuity of AMK mission and approach.  A shareholder agreement between Concern 
Worldwide and Agora has been already approved.  
AMK is studying the most effective way to set up an Employee share acquisition plan 
(ESAP), initially at 2-3%, allowing employees to participate in the shareholder 
structure.  
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The BoD composition reflects the ownership change strategy, with the Chairman and 
other 3 members representing Agora. As of March 2011, the BoD is composed of 9 
members with a good balance between financial and social expertise. 4 members left 
the institution since, but the BoD remains solid and pro-active in providing 
institutional guidance. Different committees are set and effective communication 
with the management is ensured by regular quarterly meetings with a good presence 
of all members. Although the CEO sits on the Board, the conflict of interest is not an 
issue given the good control and supervision exercised by the BoD. However, a 
formalized policy to prevent conflict of interest is not yet in place.  
The CEO is formally evaluated every year based on qualitative and quantitative 
objectives. 

The Board is quite unbalanced towards the presence of foreign members, even 
though off-site communications are frequent. The institution is aware of this issue and 
is trying to involve Cambodian nationals as BoD members.  
The Internal Audit Committee as well as the Risk Management Committee ensures a 
good feedback loop with the management.  
 
Overall, the BoD enjoys a good communication flow with the management team and 
information is quickly available. However, a risk alert system on credit and financial 
risks is not fully implemented to quickly position the institution within the desired risk 
appetite. 

 

2.2 Management 
and Decision 
Making 

 AMK’s management team is committed and pro-active to the objectives set by the 
BoDs. Social and financial performance are well integrated in the whole decision 
making process. 

The communication between managers is satisfactory, while the two main centres of 
responsibilities (COO and CFO) are in the process of being strengthened.   

In September 2010, the new CEO, who was previously sitting on AMK BoD, was 
appointed, quickly establishing a good and mutual synergy with the whole 
management team.  

Considering the size of the institution, the CEO still centralizes a quite large volume of 
reporting even though this is partly explained by his recent appointment.  COO and 
CFO are gradually gaining experience in leading different departments and acting as 
main centres of responsibilities (and reporting). Management committees (Executive, 
ALCO, etc.) are adequately set ensuring an adequate decision making process. 

The decision making process is supported by adequate reporting from branches to 
Head Office and between departments, which timely and regularly receive relevant 
financial reports.  

  

 

2.3 Organization 
and Structure 

 The organization structure is adequate and evolving along with the institutional 
growth. Departments are well defined following a hierarchal structure with an 
acceptable intra-department communication, while the CEO still acts as main pivot.  

AMK still presents a flat organizational chart in terms of reporting line with all 
departments directly linked to the CEO and his deputy. As mentioned, the definition of 
the COO and CFO is on-going with gradual changes especially in the credit operations. 
In fact, product development is currently under the CFO position, while in the future 
there might be a dedicated resource linked with the operations department. Treasury 
and Finance departments reports directly to the CFO and CEO, thus ensuring a good 
control in decision making. 

The operations department is the largest one and its structure is positively evolving 
considering the business model of AMK, which is based on high scalability. A gradual 
division of centres of responsibilities between credit management and network 
management might reduce the workload in the head of operations position and to 
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increase accountability. 

Branches are treated as cost centres and enjoy a good level of decentralization, with 
regional managers ensuring good control and acting as liaison with the operational 
department. Considering the already quite large number of personnel and of sub-
branches, he analysis and budgeting of costs might be further enhanced by 
implementing an activity-based cost analysis. 

The research department, which was originally mainly devoted to Social Performance 
research, has been positively integrated and now supports on product development 
and portfolio analysis through ad hoc studies (e.g. on clients’ drop-out and multiple 
borrowing).     

Board of Directors

Chief Executive 
Officer

Research Operations

Regional
Managers

Branch
Managers

Human 
Resources

Risk & 
Compliance

Mobile 
Banking

Finance & 
Administration

Treasury
Information 
Technology Marketing Product 

Development

Deputy CEO 
& CFO

Product 
Development 

Committee

Asset & Liability
Committee

Management Risk
Committee

Nomination,
Remuneration & 
Governance C.

Social Performance 
Committee

Risk 
Committee

Audit & 
Finance 

Committee

Internal 
Audit

 
2.4 Human 
Resources (HR) and 
Staff Policy 

 Human resources in AMK show an adequate level of expertise vis-à-vis the business 
model adopted. The expected increase in saving mobilization will require a 
strengthening of financial management both at branch and head office level. Although 
still limited, the development of large individual loans will also require a better 
specialization of credit officers given the different kinds of product.   
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Staff is composed of a good mix of experienced and young personnel with the majority 
of them having grown together with the institution. The commitment towards the main 
objectives and goals is good. 
Over the last two years, the institution has experienced a slight increase in the staff 
turnover, mainly due to loan officers’ voluntary desertion. This is an aspect to be 
monitored along with a very competitive environment. Salary framework, including 
incentives, is well designed allowing AMK to be in line with its peers in the industry.   
 
HR policies and procedures are adequately formalized. Training and coaching 
opportunities are systematically proposed and modulated along the year according to 
the regular and well designed staff appraisal.  
The management is actively working to ensure a succession plan in the critical positions 
through internal promotions or management training for new entry personnel. 
However, a carrier path has not been formalized yet. 

 

2.5 Risk 
Management, 
Internal Control and 
Internal Audit 

 Risk Management framework relies on an adequate feedback loop between the 
management and the Board, with satisfactory risk identification and management.  

The Risk Manager mainly focuses its analysis on operational and credit risks. Financial 
risks are monitored by the treasury department. Operations risks are classified by 
relevance and regularly reported to the risk management committee. Credit risk 
exposures have been recently set even though this area shows margins for 
improvement. In fact, current credit limits are not completely in line with the actual 
portfolio evolution. Credit scoring has been recently (January 2011) launched and is 
still under development.  

Operation risk represents the main critical area for AMK considering its business 
model and the high volume of transactions. Transaction risk is well managed by a 
good segregation of functions and controls, even though sometimes staff rotation as 
well as monitoring are not timely implemented. The compliance with internal 
procedures is an area to be addressed in order to limit the exposure of transaction 
risks, considering the high cash handling involved. AMK is not very exposed to fraud 
risk linked to potential staff fraudulent activities, with just few cases detected in the 
past and involving small amounts. Repayment transactions are the most exposed as 
loan officer deal with cash. Compliance on staff rotation is important for the control 
mechanisms in the credit delivery system. 

Overall, processes and procedures are adequately formalized.  

The Internal Audit Department is well staffed and performs two audit visits per 
branch each year, as well as two audits at Head Office level. The portfolio audit is 
good and based on a sampling of about 200 clients per branch and loan documents 
verification. Clients are regularly visited. Main findings of the internal audit 
department reveal some level of cross-financing and recurring inaccuracies in the 
clients’ assessment performed by the credit staff. Findings are adequately summarized 
and reported to the internal audit committee at Board level.  

At Head Office level, budget and policies are regularly reviewed.  

  

 

2.6 Information 
Technology (IT) and 
Management 
Information System 
(MIS) 

 Since August 2010, all AMK branches have Fern Software Abacus as loan tracking and 
accounting system. Each branch is endowed with its own database and a central 
database is in place for consolidation. All information is automatically uploaded into 
the consolidated database at Head Office level on a daily basis. Data consolidation for 
reporting purposes is done on a monthly basis as information flow from sub-branches 
to branches is sometimes delayed due to distance issues. Sub-branches do not have 
the system and transactions are recorded manually and reported to the branch on a 
daily/weekly basis (depending on the distance). 
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15 basic reports are included in the system, while ad hoc reports are elaborated 
directly by each senior management (using an OLAP tool based on MS SQL) according 
to their needs.  

Back-ups are regularly (on a daily basis) and systematically kept in HQ and outside.  

 

2.7 Supervision 
Compliance, 
Contingencies, 
External Audit and 
Accounting Policies 

 Accounting policies are adequate and quite in line with International Accounting 
Standards.  

Over the period of analysis (2008 to 2010) AMK’s financial statements were audited 
by KPMG (2008) and PwC (2009 and 2010). Auditors expressed a fair opinion on the 
Financial statements for all the periods of analysis. AMK accounting policies and 
reporting are compiled according the Cambodian Financial Reporting Standards and 
the guidelines of the National Bank of Cambodia. The functional currency is expressed 
in KHR. 

The institution is supervised by the NBC and liquidity, solvency and net open position 
in foreign currency should be maintained on a daily basis and reported to the NBC on 
a monthly basis. The institution has sometimes breached the regulation on FX 
exposure, but it has promptly corrected its position. 

  

 

2.8 Credit Products 
and Policies 
(Annexe 6) 

 AMK offers an adequate range of credit products to the low end market segment. 
Both individual and group lending methodology are employed, with a strong 
specialization in the first methodology (see next chapter). For the group loans (which 
are included in a “village bank”

5
) repayment conditions are flexible (principal can be 

paid at maturity) matching the businesses of clients in rural areas, which are the 
targeted ones. Loans are offered both in local and foreign currency (USD) and also in 
THB in Banteay Meanchey branch.  
The Credit line is a group loan product which allows the clients to draw-dawn a first 
amount within three months from the loan approval. The product, which has been 
designed especially for agriculture, has registered a drop of 21% of clients as of 
March 2011 year on year. This decrease might be due to the fact that staff does not 
actively offer the product and/or that clients do not see significant benefits

6
.  

Emergency loans are also available for all clients, including clients in groups who have 
completed at least 1 cycle.  
 
Product development is a strategic area for AMK to expanding its offer and increase 
the clients’ loyalty. Individual loans – after being stopped due to high PAR – have been 
re-introduced starting from 2010 and since 2011 are offered in all branches. Besides, 
larger individual loans as seasonal and SME loans have been launched in the second 
half of 2010. SME loans are among individual loans and are intended for business 
expansion. 
Moreover, a loan product specifically targeting the urban poor in Phnom Penh has 
been launched to enhance the penetration in that market.  
 
The institution is actively evolving from a pure “village banking” approach to a more 
diversified product offer, however maintaining a strong focus on the target clientele.  
Group loans show some gap starting from the 2

nd
 cycle where the clients drop-out 

increase. Given the recent trends, the impact of the credit line product on clients’ 
retention need to be proved in the following periods. Clients’ retention might also be 
negatively affected by the fact that conditions do not change among cycles in terms of 
interest rates and service charges. 
The development of a package of different services is of strategic importance in such a 
competitive market where the portfolio yield is decreasing and the economy has 
recovered.   

  

                                                 
5 A village bank is composed of 20-60 members. 
6 As of June 2011, active borrowers of the credit line product have grown by 17%, improving the recent trend of the product.  
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2.9 Credit 
Procedures 

 The Operations manual also includes the procedures regarding the credit delivery 
system, which could be separated for a better policy segregation and dissemination.   

Overall, the formalization of credit policy and procedures is satisfactory, with clear 
description of the main credit phases. Nevertheless, credit appraisal and clients’ cash 
flow analysis is not completely detailed in the procedures and guidelines. Especially 
for the individual loans – which are relatively new for the staff – it is advisable to 
increase the formalization.  

The whole credit process for group loans is quite long – compared to competitors – 
and relies on different checks and visits. Between 2 (for repeated loans) and 4 (new 
villages) weeks are requested to generate a loan disbursement both for individual and 
group lending methodology.  

Credit approvals are completely decentralized at branch level with group loans 
approved by the Area Manager (with spot reviews done by the Branch Manager). 
Individual loans more than USD 500 are approved by the Branch Manager together 
with the Area Manager (who directly approves loans below USD 500).  

Clients’ cash flow assessment is adequately undertaken for group loans (analysis over 
a 12 months period) with a reasonable 60% of net cash flow indicated as loanable 
amount. A more sophisticated analysis considering 1 month business cost-revenue 
flow is conducted for large individual loans, whereas the analysis of small individual 
loans consider the cash flow over a 12 months period. Considering the lack of 
specialization of loan officers for individual loans, the repayment capacity analysis is 
based on aggressive assumptions as the clients result to be eligible just if the total net 
cash flow covers the monthly credit instalment.   

Collateral is requested for individual loans with 100% loan to collateral value (for large 
loans 170% should be the minimum).  

In general, individual loan policies and procedures present some shortcomings in 
their formalization. Given the credit history of individual loans and the new products 
launched, this is considered a medium risk which can affect the transaction of AMK.  

Post-disbursement monitoring is regularly carried out by credit officers, area 
managers and branch managers. Rotation of credit staff implies change of 4 credit 
officers per month (in terms of villages served), while area managers and branch 
managers should visits respectively 8 and 4 village banks per month. 

Follow up on late loans is acceptable and based on close monitoring of delinquent 
clients. 

  

 

2.10 Savings and 
Other Financial 
Services  
(Annexe 6) 

 Since January 2010, AMK is legally allowed to mobilize savings from the public. Saving 
products are adequate for the current volume of deposits. Time and saving deposits 
are mainly offered. So far, the “easy account” and time deposits (future and term) are 
branch based products, while the general savings are collected at field level during the 
monthly village meetings. By June 2011, the institution should endow all the branches 
with the saving products. 

Term deposits – whose clientele is different from the targeted one - still represent the 
core product also given the high interest offered compared to commercial banks.  

The current credit delivery system limits mobilization of savings, on the one hand due 
to the limits imposed on loan officers to reduce cash handling and, on the other, to 
the fact that client rarely go to the branch. The institution is launching a system of 
agents using the mobile banking or the points of sale (POS) for promoting savings. 
Mobile banking is expected to be tested in July 2011. The agents will be selected by 
AMK according to specific criteria and will be located in the villages (e.g. chief of 
villages, or trust people, or existing businesses with high turnover).  
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3. Assets Structure and Quality 
 
 

3.1 Assets Structure  AMK’s concentration of resources in the core business is adequate with net portfolio 
over total assets standing just below 70%. This is explained by the back-to-back 
mechanism in place with the Foreign Trade Bank, which allows AMK to hedge the 
currency mismatching (see next chapter). As shown in the graph below, financial 
investments (which include the deposits guarantee for the back-to back scheme) have 
increased over the periods of analysis. The level of cash and banks has remained 
however prudential over the last three years with values between 7-10%, in line with 
the NBC regulation

7
. Excess of liquidity is deposited with banks (ACLEDA and ANZ 

Royal Bank) through savings and fixed deposits (i.r. ranges between 0.1% and 4.25%).  
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3.2 Portfolio 
Structure, 
Seasonality and 
Concentration Risk 

 After having experienced an outstanding growth pace in 2008, AMK portfolio 
evolution slowed down in 2009 due to the effect of the global economic turmoil as 
well as to internal decisions aiming at controlling the quick portfolio expansion. The 
2008 growth was partly due to an increase in individual loans (+308%), which have 
been lately stopped due to raise in clients’ defaults. Starting from January 2011 all 
branches have started again to gradually offer individual loans. If the temporary 
discounting in individual loans has affected the portfolio growth, the clients base has 
continued to expand by 15% y-o-y, positioning AMK as the largest microfinance 
provider in Cambodia. At the same time, AMK continues to strongly focus on its 
market segment with an average disbursed loan size standing at less than 20% on GDP 
per capita, one of the lowest in the market although slightly increasing 

The clients’ reduction in the first quarter 2011 reflects the seasonality of large share of 
agriculture businesses served through the Village Bank/group lending methodology. In 
terms of portfolio, individual loans have counterbalanced the seasonal effect.  In the 
second and third quarters, the number of clients is expected to scale up along with the 
higher credit demand for agriculture.  

Clients’ evolution and drop-out are regularly monitored by the Operations 
department, while the Research Department provides an ad hoc study on exit clients 
on a yearly basis. Clients drop out has ranged between 35-37% over the last two 
years and it is likely concentrated in the first two cycles (as of March 2011 64% of 
total clients are concentrated in the first two cycles). Besides, village bank loans (with 
principal payable at maturity) and individual loans result to be the most exposed. 

  

                                                 
7
 Liquid assets / 25% total voluntary savings > 50% according to the NBC. Besides, the institution should maintain a statutory capital 

deposit of 10% of registered capital and a reserve deposit equal to 8% of the total deposits. 
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According to internal research, reasons behind clients desertion are primarily 
associated with the fact that clients do not need further loans and that probably 
conditions for subsequent loans are less attractive (i.e. loan size, term). The institution 
regularly calculates the clients drop-out (which includes clients who do not renew the 
loan within 12 months). According to this definition, AMK drop-out is equal to 28%.  

The institution is well aware of the clients’ trends and has recently launched two new 
individual loans (SME and Seasonal Loans) to meet the needs of upgraded clients. 
Besides, the Credit Line product was designed for upgraded group clients but it 
registered a drop in terms of clients by 21% Y-o-Y at March 2011. Branches do not 
strongly promote such product (maybe because it is deemed quite risky) and clients 
likely do not see big differences from the village bank standard product. Currently 
Credit Line is offered starting from the 2

nd
 cycle, while before it was granted from the 

3
rd

 cycle onwards
8
.  

 
  As of March 2011, 83% of total portfolio is offered through the group lending 

methodology, which has increased since 2008 (62%) when individual loans reached 
their peak (34%). Nowadays, individual loans also include SME loans (up to USD 1,500), 
while seasonal loans are gradually increasing. Both new products have some limitation 
in expansion

9
 in order to both maintain the focus on the low end market segment and 

to control the credit risk.  

93% of clients are served through group loans and 72% of clients are engaged in 
agriculture, which is in line with the fact that AMK clients’ base is mainly located in 
rural areas. Portfolio by sector denotes a concentration in agriculture, which implies 
both seasonality and risk triggered by access to market and weather volatility. On the 
other hand, AMK shows a good specialization in such a sector, with a quite broad limit 
set by the BoD (up to 80% of total portfolio). Portfolio exposure limits for agriculture 
might be better detailed, including sub-sectors tolerance ranges. Besides, limits for the 
other sectors (trade and services) need to be revised.  

AMK mainly offers loans in Khmer Riel (91% as of March 2011), thus meeting the needs 
of its market segment.  

Portfolio by amount and by term do not show any particular concentration with the 
majority of loans and portfolio characterized by a term ranging between 6 and 12 
months and an amount lower than USD 300. Portfolio breakdown by branches does 

                                                 
8
 Active clients for Credit Line product increased by 17% as of June 2011, compared to March 2011. The increase is partially 

explained by the seasonality of agriculture and partly by the institution’s capacity to re-launch this product. It is worth mentioning 
that such increase represents almost the whole increment of AMK’s borrowers from March to June 2011. 
9
 Limits for small and large individual loans stand at respectively 20% and 10%. Seasonal loans might reach 10% of total portfolio.  
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not highlight specific concentration with all branches counting less than 10% of total 
portfolio.  

  

 

 

3.3 Portfolio Quality 
and Credit Risk 

 AMK portfolio quality stands at good and improving levels with PAR30 equals to 1.4% 
as of March 2011 and write off ratio worth 1.1% over the last 12 months.  

The institution shows good improvements from 2009 when the PAR30 reached its peak 
(2.8%). As shown by the table, the PAR30 is currently concentrated in the oldest aging 
category (67%) indicating that problematic loans are mainly those disbursed in late 
2008 and early 2009. In 2008 the significant increase in individual loans has contributed 
to a portfolio quality deterioration of that product starting from the middle of 2009 
onwards (Individual loans’ PAR30 was standing around on average 7% in the period 
June 2009 – December 2010). 

 

  The effects are still visible as shown by the portfolio breakdown by amount and by 
term, which highlights a PAR30 concentration in the longer term loans with amounts 
ranging between USD 300 and 500. Small Individual loans (with amount less than USD 
500) have a PAR30 equal to 6.3%

10
 with an aging structure showing a concentration of 

90% in PAR more than 365 days.  

Beside individual loans, emergency loans show a relatively high PAR, which is in line 
with the peculiarities of the product. However, the product is well monitored by the 
institution which has fixed an internal maximum exposure of 5% of total portfolio. 

                                                 
10

 As of June 2011, PAR30 of Small individual loans decreased down to 5.7%.  
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  Portfolio quality in the first quarter of 2011 shows good trends especially looking at the 
youngest PAR aging categories. Overall, portfolio quality volatility cannot be 
completely ruled out as the clients’ over-indebtedness represents a significant risk in 
the microfinance sector in Cambodia. AMK market coverage is quite diversified and 
reaches areas with the lowest presence of lenders. However, areas like Kampong 
Cham, Siem Reap, Kandal – which have one of the highest lenders presence (on 
average 8) – have experienced a deterioration of portfolio quality in the past years 
(CMA, 2010). Also for AMK those areas marked highest PAR30 during 2009 and 2010. 
Besides, branches in Kampong Thom and Sihanoukville highlighted bad portfolio quality 
with respectively 10% and 9% in the middle of 2009, with a very high concentration in 
individual clients’ defaults. 
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  As of March 2011, those branches still show the lowest portfolio quality even though 
trends are positive. The updated strategy on individual loans which are now closely 
monitored in their expansion has positively affected the overall portfolio quality. 
Nevertheless, the capacity of clients’ cash flow analysis in the individual lending 
methodology is an area for improvement (see chapter 2).     

The institution has an adequate risk coverage policy – which is in line with NBC 
requirements - standing at 156% as of March 2011. AMK’s write offs have mostly been 
carried out in 2010 as the internal policy allows to write off loans that are 12 months 
past due. Considering the PAR aging structure, a write off ratio almost equal to 1% is 
expected for 2011. 
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4. Financial Structure and Assets and Liabilities Management 
 
 

4.1 Equity and 
Solvency Risk 

 AMK’s capitalization is adequate considering the company’s risk profile. AMK is in the 
process of ownership restructuring with Agora Microfinance Fund committed to 
become the majority shareholder.  

Capital adequacy ratio (CAR) stood at 27.42% at the end of December 2010 and the 
equity to assets ratio is equal to 25.41% as of March 2011, which is well above the 
NBC requirements (15%) and adequate to absorb unexpected losses. The ratio is 
expected not to fall below 25% in the medium term given the capital injection in late 
2011. Considering the planned portfolio growth we do not expect the need to further 
increase the capital.  
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  After the last capital injection in the fourth quarter of 2008, equity has increased 

through capitalization of retained earnings (no dividends are distributed in AMK) with 
positive performance in 2010. For 2011, retained earning capitalization of more than 
USD 1 M is expected.  
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  Debt to equity ratio stands at 2.79 as of March 2011, showing room for further expand 

the leverage also considering the additional borrowings to be contracted within the 
back-to-back scheme

11
. Hedging mechanisms are needed in order to be in line with FX 

exposure limits provided by the NBC.   

 

                                                 
11

 AMK entered in agreement with Foreign Trade Bank (FTB) which provides loans in local currency back to deposits in foreign 
currency. If we calculate the funding liabilities at net value of the fixed deposits amount the debt to equity adjusted will result 
equal to 1.92 as of March 2011. 
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4.2 Liabilities and 
Concentration Risk 

 AMK’s source of funding is adequately diversified including international microfinance 
investors and one local bank.  

As of March 2011, about 70% of total liabilities are concentrated in 4 lenders (Triodos, 
Moringaway, AECID and FTB) as illustrated in annex 5. Although this represents a 
concentration risk, liabilities with FTB accounting for 24% of total liabilities are within 
back-to-back agreement and liabilities with AECID

12
 (17%) are cheap and characterized 

by long term. Both lenders are expected to increase their share in the liability 
structure in the short term.  

As of March 2011, 31% of total borrowings are denominated in USD and 5% in THB. 
56.4% of liabilities have a residual maturity over 1 year (65% of total borrowings) as of 
March 2011, maintaining a similar composition over the last 3 years. Other liabilities 
include the staff pension fund, which started in January 2010

13
. 

30% of the borrowings carry an interest rate comprised between 7.25% and 9%, while 
the remaining share bears an interest equal or more than 10%. Only Kiva loans are at 
concessional rate (4.1%), even though AMK is phasing out its partnership with the P2P 
lender. The cost of funds maintained a constant level over the last two years, standing 
on average at 10.6%. The loan from AECID might affect the cost of fund, even though 
it will require additional resources for hedging.  

AMK saving mobilization is still marginal (as of March 2011, total deposits over 
liabilities stands at 6%) with the majority as term deposits (73% of total deposits). 
Term deposits are offered mainly in Phnom Penh city to middle-high market segment 
thanks to very attractive interest rates (up to 11%). Average saving balance for term 
deposit stands at USD 6,400 with a certain concentration risk as the holders of the 10 
largest time deposits represents 66% of AMK time deposits (and 7% of the total 
equity)

14
. Analysis of volatility on deposits and their management have not been 

implemented yet, which is still reasonable for the saving volume mobilized so far.  

However, AMK saving strategy focuses on mobilizing rural savings through mobile 
banking technology. Although not strategic for funding purposes in the medium term, 
we consider this a good strategic decision for improving the access to financial 
services and the client retention in a competitive environment.  

  

 
 

                                                 
12

 Loan from AECID (Spanish Cooperation).  
13

 Staff pension fund is composed of staff (3%) and company (6%) contribution. The fund is accessible for staff who worked at least 
for 6 month with AMK. AMK contributes interest on the cumulative balance of the staff pension fund at 7% per annum (which is 
recorded in income statement).  
14

 In December 2010,  AMK decided to stop collecting corporate deposits, while maintaining the cap for individual savers up to USD 
10,000. 
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4.3 Assets and 
Liabilities 
Management 
(Liquidity Risk and 
Market Risk) 

 Assets and liabilities management is adequate, even though capabilities and tools 
show room for improvement especially in view of the introduction of savings in all 
branches. Alert systems and maturity gap analysis with stress testing assessment are 
not formally implemented yet. 

ALCO
15

 meets on a monthly basis with formalized minutes regularly compiled. ALCO is 
pro-active in liquidity and currency risk management and adequately manages the 
institution’s exposure.  

AMK relies on cash flow projections – based on three months period – which are 
regularly updated. The process involves regional manager at field level, while the 
treasury department is responsible for the consolidation and monitoring. Liquidity is 
adequately managed with prudent levels kept overtime (cash within 1 month stands 
on average at 7% over total assets, with minimum peaks at 5%). However, the analysis 
on liquidity show some volatility, which only from September 2009 seems to be partly 
in line with the portfolio seasonality. The institution does not have specific internal 
ratio (e.g. liquidity over total assets) to be monitored. ALCO has recently decided to 
maintain a minimum USD 1 M for the branches and USD 1 M for the head office. 
Besides, AMK can rely on a credit line of about USD 2.5 M (in local currency) from 
Moringaway

16
.  

Based on the maturity gap analysis, the institution does not show negative gaps within 
90 days as well as within 1 year. 

Overall, the liquidity analysis is adequate for the complexity of assets and liabilities 
characterized by 46% of portfolio payable at maturity and 61% of borrowings payable 
as well at maturity. Maturity mismatching is favourable through, on average, shorter 
portfolio maturity than borrowings.  
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  AMK does not suffer from relevant interest gap with only 20% of borrowings bearing 

floating interest rate (on a yearly basis). Therefore, similarly to the maturity gap, AMK 
results asset sensitive in all aging categories with a low interest rate risk triggered by 
downward interest rates. Cumulative gap up to 90 days over total assets stands at 5% 
indicating assets will not reprise fast

17
.  

 
AMK adequately controls the currency risk exposure. With 90% of portfolio in local 
currency, the institution does not transfer the currency risk to a credit risk to hedge the 
exposure in foreign currency. The institution engages back-to-back agreements with 
Foreign Trade Bank (FTB) as well as increasing the access to local currency borrowings. 

                                                 
15

 Composed of Treasury Manager, CEO, Operation Manager, Risk  Manager, CFO and 2 Board Members. 
16

 Maturity June 2011. The credit line has been renewed until 2013. 
17

 A static analysis of the interest rate gap shows that an impact on 1year net interest rate sensitive income due to +/-200bps 
interest rate shift is worth 2.6% of equity.  
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As result, AMK has a very narrow net position at March 2011 both in USD and THB, 
which is in line with NBC requirements (+/- 20% of total equity). 
In the last 12 months, AMK breached the limit only in few circumstances aiming at 
reaching a net position close to zero.  
So far AMK works mainly through FTB and back-to-back mechanism with USD 7.7 M 
borrowings secured to back-to-back deposits (24% of total borrowings). AMK can 
increase such agreements with FTB up to USD 15 M

18
. Looking at a specific source of 

funding (i.e. AECID), we see a certain concentration risk in the FTB back-to-back 
scheme. It is worth mentioning that the institution is seeking alternative options (swap 
with ANZ and TCX hedging fund) to mitigate such a risk.  
The exchange rate in Cambodia is rather stable, even though it is characterized by a 
certain seasonality (KHR usually depreciates from April to September.  
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18

 With USD 15 M, AMK will reach an exposure equal to 20% of FTB net worth (which is the limit for the bank). 
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5. Financial and Operational Results 
 

5.1 Profitability and 
Sustainability 

 The financial performance analysis is based on the annual audited financial statements 
for the years 2008, 2009 and 2010, and partly on internal financial statements for the 
period April 2010 – March 2011. 

Given the business model and market positioning, AMK profitability level is 
satisfactory, with ROA and ROE respectively worth 2% and 7.5% in the last period of 
analysis. Despite the drop in 2009, due to a worsening of portfolio quality, a slow 
portfolio growth and higher funding expenses, ROA and ROE stood at positive levels 
registering 1.1% and 3.5% respectively. Similarly, sustainability shows a similar trend in 
the last years with OSS passing from 124% in 2008 to 106% in 2009 along with a 
portfolio quality decrease which affected the provision expenses and the portfolio 
yield. In 2010 and in the last period of analysis, the improved portfolio quality coupled 
with consolidation of portfolio yield allowed AMK to reach a net income in line with 
the one in 2008

19
. Since 2008 the institution has engaged hedging mechanisms (back-

to-back scheme), which has however lowered the assets productivity limiting the 
profitability despite the higher leverage.  
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  The adjusted results prove the full sustainability of AMK in the last two years (see 
annex 5 for more details). In 2008, adjusted results were negative due to the large 
adjustment applied for high inflationary pressure in the country. Inflation adjustment 
plays a minor role in the remaining periods. In the period April 2010 – March 2011, FSS 
and AROA are worth 108.6% and 1.2% respectively, with a slight improvement 
compared to 2009 (105.3% and 0.9%). 

 

5.2 Revenues and 
Expenses Structure 
and Margins 

 On the revenues side, portfolio yield has been overall stable over the periods of 
analysis with a slight decrease in 2009 mainly due to a worsening of portfolio quality 
and a different portfolio structure (village banks share increased compared to that of 
individual loans). The institution plans to adjust the interest rates among the loan 
cycles. 

On the costs side, operating expenses ratio indicates a constant pattern (slightly above 
22% over the last three years), reflecting AMK business model and target population. 
Finance at doorstep delivery method coupled with a low average loan size let 
economies of scale to play a minor role. Personnel and administrative expenses 
maintain also a similar pattern over the years. 

  

                                                 
19

 In 2008 the average equity was lower due to capital injection in the fourth quarter.  



AMK  – Cambodia –May 2011 Chapter 5 
 

 
MicroFinanza Rating 21 
 

Funding expenses ratio increased over the last years reaching 10.1% in March 2011 (it 
was equal to 6.2% and 9.3% in 2008 and 2009 respectively) mainly due to the back-to-
back mechanism (especially from 2008 to 2009). Considering the interests earned 
through the fixed deposits within the back-to-back scheme the funding expenses ratio 
drops down to 9% in March 2011. The saving collection will not impact the cost of 
funds in the medium term given the strategy of AMK (see chapter 4). 
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  Portfolio quality therefore remains crucial to ensure positive margins as seen in 2009 

when the increase in the loan loss provision expenses (2.1%) triggered the drop in the 
sustainability. In March 2011 – on the past 12 months – the ratio stands at 1%.  

Productivity stands at about 500 borrowers per loan officers with a reduction in the 
first quarter 2011 along with the seasonality of the village bank product (see chapter 
3). Overall, productivity levels are good. 

 
  AMK will maintain good profitability and sustainability levels, even though the 

expected downward trend of portfolio yield in a very competitive market will likely 
happen. On the other hand, operating expenses might gradually benefit from some 
economies of scale through a different portfolio composition (with the introduction of 
the new individual loan products). Besides, funding expenses look to be positively 
affected by a long term deal with AECID. While savings mobilization will not change in 
the medium term the cost of funds, productivity and portfolio quality will continue to 
be key elements in the profitability.  
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6. Business Plan and Financial Needs 
 

6.1 Strategic and 
Operational Plan 

 AMK business plan 2010-2014 is updated and includes the following main objectives: 

 Continue to expand in the existing rural areas of operations; 

 Enhance the market penetration in urban areas with a dedicated product 
(Urban poor loan product); 

 Work on product development and innovation: individual loans, savings, 
money transfer and micro-insurance; 

 Employ banking technology to expand outreach in saving mobilization; 

 Improve risk management processes (also leveraging the new core banking 
system adopted in 2010). 

After having experienced good growth pace in the past years (2003-2008) the 
institution plans to focus on product development in order to improve the quality of 
service delivery and in turn client retention.  
The current objectives and operating strategy are well defined in the Business Plan 
and will be likely revised at the end of 2011 under the supervision of the new CEO. 
Financial and Social objectives are balanced in the assumptions and strategic direction 
undertaken by AMK. 

  

 

6.2 Financial 
Projections 

 Financial projections are completed for the period 2010-2014.  

 

  AMK covers 8% of the household in Cambodia and aims at expanding its coverage up 
to 11% by 2014. Based on this assumption, clients will grow by 11% on year basis, 
reaching more than 350,000 by 2014.  

With a diversified product mix, portfolio will reach USD 81 M in 2014 maintaining an 
average loan outstanding size of USD 230. Expansion will be more focused on areas 
which are still underserved, while in the branches where AMK is a market leader (or 
characterized by high coverage) the growth will be less than 10%.  

Portfolio yield is expected to decrease overtime. At same time operating costs are also 
expected to drop even if economies of scale of portfolio growth will likely have no 
significant impact on the ratio considering AMK business model. Within this 
perspective, the product composition will certainly play a role (i.e. individual loans vs. 
village banks). Individual loans are expected to reach 18% of total portfolio (as of 
March 2011, individual loan portfolio stands at 14%).  

 

6.3 Financial Needs 
and Funding Plan 

 AMK’ capacity to meet financial obligations is good. 

On the equity side, the change in ownership structure will bring an additional USD 4.5 
M through either convertible debt from Moringaway (Agora MicroFinance Fund) or 
another investor.  

On the debt side, the institution has already signed a contract with ICO for USD 15 M 
(maturity 2021 at 5.5% i.r) which will be draw dawn in two tranches (2011 and 1012). 
Oikocredit will provide the remaining portion (in local currency) to meet the funding 
needs for 2011. A bridge loan is available with Moringaway. 
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Annex 2 – Financial Statements’ Adjustments 
 
The financial statements in Annex 1 are the result of standard reclassification and they are based on the annual 
audited financial statements. As for the infra-annual periods the internal financial statements are used. 
 
Financial statements have been adjusted in order to make them comparable to financial reporting and performances 
of institutions using different accounting standards and operating in different environment and to evaluate the level 
of sustainability of the institution with market conditions.  
 
The main adjustments include: 

 Accrued interest on delinquent loans > 90 days. 

 Subsidies: donations in kind
20

 and soft loans
21

). 

 Provisions (calculated with a standard formula
22

). 

 Inflation. 
 
 

 

 
 
 

 

 

                                                 
20

 Donations in kind are valorized and added to operational expenses. 
21

 In the income statement it is registered the value of the difference between financial costs of the institutions and financial cost 
evaluated at the market rate. In particular, in the case of loans in local currency, it is considered 75% of the average lending rate in 
the national market (IFS Line 60P). In the case of loans denominated in foreign currencies (US$ and Euro), it is considered the 
average value of LIBOR 1 year plus 3%. 
22

 Provisions are calculated according to the following formula: 
Portfolio at risk: 1-30 days  10%   Restructured loans  0-30 days  50% 
  31-60 days 30%      > 30 days  100% 
  61-90 days 50% 
  >90 days  100% 
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Annex 3 – Financial Ratios 
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Annex 4 – Definitions 
 
 

 Description of the ratio  Formula 
    

Profitability 

Return on Equity (ROE)  Net income before donations / Average equity 

Adjusted Return on Equity (AROE)  Adjusted net income before donations / Average equity 

Return on Assets (ROA)  Net income before donations / Average assets 

Adjusted Return on Assets (AROA)  Adjusted net income before donations / Average assets 

Operational Self-sufficiency (OSS) 
 

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

Financial Self-sufficiency (FSS) 
 

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

expenses + Adjusted operating expenses) 

Profit Margin  Net operating income / operating revenue 
    

Portfolio  

Quality 

Portfolio at Risk (PAR30)  Portfolio at Risk > 30/ Gross outstanding portfolio 

Provision Expense Ratio  Loan loss provision expenses / Average gross portfolio 

Loan Loss Reserve Ratio  Accumulated reserve / Gross portfolio 

Risk Coverage Ratio (>30 days)  Accumulated reserve / Portfolio at risk >30 days 

Write-off Ratio  Write-off of loans / Average gross portfolio 
    

Efficiency and 
Productivity 

Staff Allocation Ratio  Loan officers / Total staff 

Loan Officer Productivity – Borrowers  Number of active borrowers / Number of loan officer 

Loan Officer Productivity – Amount  Gross portfolio / Number of loan officer 

Staff Productivity – Borrowers  Number of active borrowers/ Number of staff 

Staff Productivity – Amount  Gross portfolio / Number of staff 

Operating Expenses Ratio  Operating expenses / Average gross portfolio 

Cost per Borrower  Operating expenses / Average number of borrowers 

Administrative Expenses Ratio  Administrative expenses / Average gross portfolio 

Personnel Expenses Ratio  Personnel expenses / Average gross portfolio 
    

Financial 
Management 

Portfolio Yield  Interest income from portfolio / Average gross portfolio 

Funding Expense Ratio  Interests and fee expenses on funding liabilities / Average 
gross portfolio 

Cost of Funds Ratio  Interest expenses on funding liabilities / Average funding 
liabilities 

Current Ratio  Short term assets / Short term liabilities 

Debt/Equity Ratio  Total liabilities / Equity 

Capital Adequacy Ratio  Total equity / Total assets 
    

Outreach Average Disbursed Loan Size  Amount issued in the period / Number of issued loans 

Average Disbursed Loan Size Per-C. GDP  Average disbursed loan size / Per-capita GDP 
 

Other Definitions: 

Funding Liability: Liability that finance the loan portfolio and the cash investments necessary to manage the loan portfolio 
Operating Expenses: Personnel expenses + Administrative expenses 
Recovery from Write-off Ratio: Income from write-off (payments received from loan already written-off) / Average gross portfolio  
Restructuring of Delinquent Loans: includes rescheduling loans (extending the term of the loan or relaxing the schedule of required 
payments) and refinancing loans (paying off a problem loan by issuing a new loan). 
Drop-out Ratio: calculated as follows: (number of active clients at the beginning of the period + number of new (first time) clients 
entering during the period – clients written off during the period – number of active clients at the end of the period) / (number of 
active clients at the beginning of the period).  
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Annex 5 – Main Guidelines on Reporting and Accounting 
 
Financial Statements   The audited financial statements are prepared in accordance to the National Bank of 

Cambodia (NBC), the Cambodian Accounting Standard. AMK does not provide non-
financial services, thus its financial statements reflect only the results of financial 
activities. 

 
Accounting Policy for 
the Accrued Interest  

 AMK uses accrual basis accounting principle. Accrued interest income and expense is 
recognized according to the International Accounting Standard 

 
Loan Loss Provision 
and Write-Offs 

 AMK loan loss provisioning policy is based on the policy of the NBC. The specific 
provision for bad and doubtful loans is made on loans that are identified as non-
performing, according to the number of days overdue (different parameters for short 
and long term loans). The specific provision is calculated as a percentage of the loans 
outstanding at the time the loan is classified, excluding accrued interest, and is charged 
as an expense. Accrued unpaid interest after the loan is 30 days in arrear are stopped. In 
addition to the specific provision, an additional general provision is made at the rate of 
1% of total loan outstanding if the risk coverage ratio (on PAR30) is less than 100%. 

Loans which are 365 days late after the maturity will be propose by branch manager to 
Operation Manger for write off. Operation team and/or Internal audit are in charge of 
the loan document verification. The report is submitted then to the credit committee at 
HQ level and to the board for final approval. 

 

 
Restructured Loans  Restructured loans are not allowed.  

 
Insider Loans  

 

 
Off-balance Sheet 
Items 

 As of March 2011: 

i) Undrawn facilities (credit line) with Moringaway amounting to c. USD 2.5. The facility 
will expire on 15 June 2011.  

ii) Undrawn facility from AECID senior loan 

iii) Letter of Credit with Deutsche Bank within the back-to-back scheme with Foreign 
Trade Bank 

 
Donations  USD 256,879 from January 2009 to March 2011 
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Funding Liabilities  
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Annex 6 – Financial Products 
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The information used in the current rating has been partly provided by the institution subject to the evaluation process and partly collected 
during the meetings with the head executives. The analysis is based on audited financial statements and other official sources. MicroFinanza 
Rating cannot guarantee the reliability and integrity of the information, as it does not conduct auditing exercises, and therefore does not bear 
responsibility for any mistake or omission coming from the use of such information. The rating has to be considered as an external and 
independent opinion and it has not to be considered as a recommendation to realize investments in a specific institution. 
 

 

Annex 7 – Rating Scale 
 
The final rating grade does not consider the Country Sovereign Rating Risk, but it takes into account the 
effects of the political and economic context on MFI’s performance. 

 


