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Microcredit Regulatory Authority
8, Shahid Sangbadik Selina Pervin Sarak
Gulfeshan Plaza, 6th Floor, Baro Mogbazar
Ramna, Dhaka — 1217

Guidelines for raising fund from the capital market by Microfinance

Institutions (MFIs)

Microcredit Regulatory Authority (MRA) has been established in 2006 under the Microcredit
Regulatory Authority Act, 2006 for ensuring the accountability and the transparency of the
microfinance activities conducted by Microfinance Institutions (MFIs). Providing license for
microfinance operation and monitoring the activities of the MFIs are two of the main
responsibilities of MRA. As per section 24(2)(¢) of MRA Act, 2006 licensed MFIs can
borrow or receive donation from banks or other organizations to form loanable fund.
Furthermore, according to rule 18(1)(f) and rule 18(1)(g), MFIs can also raise funds from
capital market with prior approval (no objection) from MRA. In order to facilitate the raising
of fund by the MFIs from capital market through debt instruments of different tenors or by
securitization of the existing asset portfolio, MRA has formulated the following guidelines

for the in licensed MFIs:

1. Fund raising through debt securities:
a) Nature: Fully redeemable and non-convertible, it may be Coupon bearing or Zero
Coupon.
b) Tenor: Minimum tenor of the bond shall be 02 (two) years. Bonds with tenor more
than 02 (two) years there may be different trenches.
2. Securitization through Special Purpose Vehicle (SPV):
Eligible MFI can form a Special Purpose Vehicle (SPV) under ‘Fif¥5fiftw ¢ aamy +fime
(=in fofas Ffefa 35 A, 2008° to securitize receivable from loans or to securitize
full or a part of its loan portfolio.
3. Utilization of the raised fund: The fund so raised can only be used to finance micro and
micro enterprise borrowers.
4. Limits: The amount of fund that can be raised through issuing bonds or by securitization

of assets shall be limited to 40% of the capital fund of the concerned MFI.




5. Eligibility Criteria: A Microfinance Institution (MFI) must comply with the following
criteria to get NOC from MRA-

A. General:

(1) Must have approved constitution, general committee and executive committee.
(2) Must have a staff regulation, a pay scale and a full time chief executive officer.

(3) Must have a reserve fund comprising at least 10% of its accumulated surplus and

a liquidity reserve comprising at least 15% of its total deposit.

(4) Must maintain minimum 70% of clients as borrowers and maximum deposit is

80% of the principal loan to borrower.
(5) Must have minimum loan to borrowers of BDT 1000 crore.
(6) Must have minimum 200 branches in active operation.

(7) The concerned MFI must have the Credit Ratings, both long term and short

term, as per the standard set by MRA in this regard from time to time.

B. Financial:

Particulars Standard rate
1 Loan Recovery rate >90%
) Debt Equity Ratio (after the issuance of the bond) Max. 9:1
3) NPL/classified loan <10%

Last 3 years average growth of the surplus (Excluding
@ >10%
abnormal year/years arisen from unavoidable shocks)

) Loan to borrowers: Total Assets >80%
©) Capital adequacy ratio >15%
) Salary expenses of service charge income <40%

C. Required documents:

The concerned MFI, along with an application must sumbit the following document:-

(1) Valid Credit Rating Report;




(2) Documents regarding proper utilization of previously raised fund in line
with the existing rules and regulation. MRA may conduct special
inspection to verify the authencity of the given information.

(3) Full version of the bond indenture.

(4) Resolution of Board of Directors or Executive Committee regarding
issuing bond.

(5) Minutes of meetings of General Committee and Executive Committee as a

proof of regular activities of these committees.

D. Others:

(1) MFI must maintain separate head of accounts regarding the utilization of
the fund raised under this guidelines and report quarterly to MRA in this
regard.

(2) For any violation of the instructions of the guidelines regarding usage of
furd or if any information provided with the application revealed latter as
wrong, MRA may take punitive measures as per MRA Act and Rules.

(3) If necessary, MRA may conduct inspection to the relevant MFI for

verification of the information and end use of the fund so raised.

. Power to amendment: Any provision thereof may be amended by way of addition,

substitution or repeat by MRA.

. Enforcement: The guidelines shall be enforceable from the date to be fixed by the MRA

through notification.




