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1. Introduction

The microfinance sector is in crisis. Although rofanance has been praised by many
donors and governments, it has recently been agafseausing over-indebtedness. In some
extreme cases, it has even been linked to thedesi@f farmers, for example in South India.
Many observers also report that the financial shiss disproportionally affected the poor and
financially excluded people, who are the main ¢Besf microfinance institutions (MFIS).

Over the last decade, some major MFIs have prokiahit is possible to provide
financial services to the unbanked and to makeitprat the same time. In some countries,
MFIs are even much more profitable than traditiohahks. The lucrative initial public
offerings (IPOs) of Banco Compartamos (Mexico) &KS (India) have also shown that
MFIs could attract the attention of global markketyers. These very profitable institutions are
still a minority compared to the vast number ofsdip-dependent MFIs. Nevertheless, most
of them are large institutions and leaders in tlegal markets. They pave the way for the
commercialization of MFIs and definitely influenttee whole microfinance sector.

Many of these large institutions have increased ti#iciency in the last few years
(Caudill et al, 2009). There is thus a clear contrast betweenptioéits and increasing
efficiency of some of the leader MFIs and the perx difficulties that their clienteles face.
Hence, social performance has never been so prdigedonors, regulators, and most
investors.

In this paper, we shed light on an innovative metihogy to analyze social
responsibility in double bottom line institutionsch as MFIs and more particularly one key
dimension of microfinance services: the distribatad the generated surplus between the key
stakeholders of the institutions. We will use thebgl productivity surplus (GPS) method
which provides empirical evidence on the capadityBls to generate a high combination of
outputs /inputs, that is, a productivity surplutisTmethod has been developed in France in
the 60s. It allows to analyze how the surplus gaeerin an institution is distributed between
its various stakeholders. In the case of microfiearproductivity gains or surplus can be
distributed to the borrowers (through a lowering ioferest rates), staff (through salary
increase), depositors, providers, or can be kepténthe institution and sometime later be
distributed to shareholders.

In the next sections, we will provide theoreticejtanents on the GPS methodology,

its relevance, and why it could be interesting floe appraisal of social responsibility in



microfinance. Next, we will apply this methodologya case study of one of the most famous
MFIs worldwide: Banco Compartamos. We will provisieme historical background and will
then detail the analysis of the distribution of @@mamos’s generated surplus over the last
ten years. We will also compare their figures witternational benchmarks. Finally, we will

draw conclusions and provide policy recommendations

2. The GPS methodology: a new dimension of social respsibility in times of

microfinance discontent

Microfinance has continuously been criticized sitisce Compartamos IPO in 2007,
but the sector has started to respond to thicisrti. Some may consider that the appraisal of
the social impact of microfinance — part of thegoral double bottom line of financial and
social performances — has become more realisticcéjehe initial focus on poverty reduction
has progressively been replaced by a more prudgettove of ‘financial inclusion’ (Servet,
2011). This less ambitious objective is backedames way by the results of some recent
impact studies suggesting a limited or moderateachpf microcredit on poverty or welfare
improvement.

Others object that it is more than ever time toufoon social performance in
microfinance. Tools such as those developed by GERprovide useful information for
microfinance practitioners to assess their achiergsncompared to their missions. They
provide a long list of indicators of social perfante that shed light on the performance of
the institution. The primary goal of these indicates to help MFIs understand their social
performance and compare it to their mission. Suaméworks already existed before this
crisis, but their relevance has been strongly cea&d by the recent events. MFIs do not
perform all similarly in terms of social performanand, very frequently, managers of MFlIs
end up being surprised by the result of the sop&formance analysis. Lately, ratings
agencies have also added a social rating to tlendial one. Finally, subsidies related to
microfinance ratings have shifted from the origifaus on financial ratings with the Rating
Fund to a specific grant covering 100% of the odshe social rating, financed by the Rating
Initiative.

While these tools or financing are clearly instrumaé to help managers understand
and monitor the social dimension of microfinancenym experts still question who benefits
from the financial performance or productivity inase of MFIs. Do clients end up benefiting

directly from these gains, or do managers favar gtaff or prefer to grow more rapidly? The



GPS methodology is a relevant tool to respondil#st question of the distribution of these

benefits.

The GPSmethodology and its application to microfinance

We will use the GPS methodology to analyze the lsarpdistribution of a
microfinance institution such as Compartamos. Tineghodology was first developed by the
Centre d’Etude des Revenus et des Codts in Franeealuate surplus distribution in public
companies. It has been little studied in recentsjeaith the exception of some studies on
public or socially-oriented companies (MbangalaQ@0Grifell-Tatjé, 2011, ; Périlleuzt al,
forthcoming). According to the GPS methodology, tductivity gain, which is the
variations in output quantities at constant prigaus the input variations at constant cost, is
equal to the surplus distribution. If we apply taguality to a microfinance institution such as

Compartamos (which do not yet collect savings)ob&in:

GPS ’_\[AOLt X it—l' AOLt xlrt—;]/_[ADt X it‘—l +ANt X St—lJ: Sl + 32 + Sa (1)
Y S ~
AQutput (O) Alnput (1)

The first term is the productivity gain@PS ), where the output variation (O)
represents, for the MFI, its outstanding loan mdidfvariation AOL, at the previous year’s
interest rate that it charged to its clients, J. We must also take into account the bad debt
and, therefore, reduce the output. This is donesudytracting AOL, xIr,_, from O, where
Ir,_,is the loan loss rate for clients who do not rettegjr loan.

The input ( ) is composed of the suppliers of the MFI (theat#ht parties bringing
some input): funds providers, workforce providessaff), and funds providers: lending
institutions (LIs). For MFIs that collect savingsavers represent another type of funds
provider. Nevertheless, many MFIs are not allowedctllect deposits because of their

regulatory status. Since they did not collect dé@posluring the time of analysis,

Compartamos’s funding expenses are defined aswwsilaD, xi,, , the variation of the

funding amount from LlIs, at the previous year'seemél lending interest rate, (). As for

workforce providers, the expenses induced by engglsycan be noted as followst, xs _,,



the variation in the number of employees multipladthe previous year's average salary.
Finally, concerning other suppliers of goods andiises (the providers according to the
accounting definition), it is impossible to makedstinction between price and quantity
variations. Due to this impossibility, these suegdiare not integrated in the calculation of
surplus formation but are only considered in terafsvalue variation in the surplus

distribution analysis.

The second term shows the allocation of the surgérerated by productivity gains
between Compartamos's different stakeholders. Titeetdifferent surpluses§{, &, S’) can
be broken into more subcategories

S}is the surplus allocated to Compartamos’s cliendsrowers):

L= . [A it X(OLt-l +AOLt) - Alrt X(OLt—l+ AOLt)] @

This surplus is estimated by the interest rateatiam multiplied by the portfolio. The
presence of a negative sign means that an intEa'Btlecreas(Ai < O) generates a gain for
the clients. This surplus must be corrected by sheplus gained or lost by bad debts:

Alr,x(OL,,+ AOL,), where A Ir represents the loan loss rate variation. The résuhat

an increase in the loan loss rate generates daaloorrowers, in the sense that they have the

possibility to reimburse less.

S’is the surplus allocated to suppliers. Compartahass three categories of suppliers: the
employees, the Lls, and the providers. Thds;& be deconstructed in:

S = 83 (Nt AN) + 8 x(D,+ AD) 4 A XF), (@)

~" Y .
Employees Lemginstitutions Providers

The surplus allocated to employees or staff igedléo the number of employees (N) and the
salary variation&s): a salary increase generates a surplus gathdamployees. The surplus
of LIs is related to external funds (D) and theiterest rate variations: an increase in interest
rate on external funding (i) improves the fundingtitutions’ positions.

The last category of suppliers is the providers.efplained, in this case, we cannot

make any distinction between price and quantityavi@ns. We thus take into account the



total variation in value of operating expens&g:x (F_, +AF,) +AF, xf_ = A(f, XF,).
Finally, there is the part of the surplu§’Y going to the organization itself, the gross self-

financing margin (GSFM) variation. It represents tivalue gained by the MFI itself” that
accounts for the dividends for investors and tisemee for future investments:
S =AGSFM, (4)

Appendix 1 presents additional information on thepkis formation and distribution.
Thanks to this analysis, we can conclude that tossible to identify the structure profile of
productivity gains (sources and uses) of an MFk G#®S methodology provides evidence on
how surplus is shared between its stakeholders mesorucial information that other
methodologies cannot provide. However, GPS offersxplanation on surplus performances,
whether internal (for instance, due to the missibthe institution), or external (for instance,
due to the environment or the donors). It only gieenpirical evidence on the distribution of

this surplus between the various actors.

3. Case Study of Banco Compartamos

A brief history of Compartamos

In this section, we will first briefly provide andtorical background of Compartamos,
based on a few documents and sources (Rosenbdg, Ryne and Guimon, 2007; Ashta
and Hudon, 2009; and Compartamos’s website). Wé tivn analyze the evolution of
Compartamos’s basic figures or initial situatiomsdoe distribution, and the distribution of its

surplus, and discuss the results.

Banco Compartamos’s story starts in 1982 with tleatton of a youth organization,
Gente Nueva founded to improve the quality of life of mardizad communities.
Compartamos AC has been established an NGO in 2998 not-for-profit institution to
provide microcredit to poor people. As most NGQartstg microfinance activities, it has
benefited from donor funds, amounting to a totab.@&f millions USD until 2000. In 1995, the
microfinance component of the NGO, which was uding village banking methodology

(Generadoras), separated from the rest of theutisti. Two years later, it became financially



self-sufficient and could therefore potentially\sue without donors’ support. At this time, it
had a gross loan portfolio of 1.7 million USD ah@vas serving 32,000 clients.

Three years later, in 2000, Compartamos becameFRDE&{Sociedad Financiera de
Objeto Limitado) a specialized financial institution that granterking capital, mortgage,
agriculture, and other types of loans in Mexicot (bwas not allowed to collect savings). It
therefore created a for-profit finance company rénk@nanciera Compartamoghis
institution was held by the founders and managéithe NGO, some individuals or donors
such as the IFC and ACCION, an international NGOm@artamos wanted to demonstrate
that it is possible to attract money outside thditronal donors of microfinane. Hence, it later
issued bonds on the stock markets, got its bankiegse, and went to the stock exchanges
through an initial public offering (IPO) in 2007 uBing this IPO, 30% of existing stocks were
sold for 470 millions USD (12 times the book vajudlhis was followed by a heated debate
related to the finalities of microfinance. Investoand shareholders were accused of
benefitting from the sacrifices of poor people payvery high interest rates.

Donors which have supported Compartamos such asMbed Bank have been
criticized from all sides. They were accused of putting enough pressure on the institution
to decrease interest rates and thus share theitsengh their clients. Moreover, they were
also accused of letting managers favor growth efpbrtfolio what ultimately ended up in the
pockets of shareholders. While the IPO has attdaatiot of attention from new actors in the
microfinance sector and the financial markets anals vobviously perfectly executed,
Compartamos managers ironically found themselveggleiticized for having generated too
much growth and profits (Ashta and Hudon, 2009)!

Compartamos compared withnational and international benchmarks

The data we will use come from the MIX Market weébsiWe can compare
Compartamos’s figures with an international benatknsaich as the MicroBanking Bulletin
[MBB]. Table 1 provides basic indicators for thisngparison. For instance the 1,084 MFlIs in
the 19" MicroBanking Bulletin [MBB] (MicroBanking Bulletin 2009) vyield an average
Operational Self-Suffiency (OSS) of 111% comparedl68% for Compartamos, also in
2008. The OSS provides information on the abilityid-Is to cover their expenses with their
revenues.

The average number of borrowers is 9,013 for theBMBmpared to 1,155,850 for

Compartamos in 2008. Compartamos is today thegsaigexican MFI and a regional leader.



The average nominal interest yield is 31% in theBvid 83% for Comparamos in 2008,
and the average staff productivity is 103 in theBABhile it is 194 borrowers per staff for
Compartamos in 2008. Finally, Compartamos hasatively low portfolio at risk (30 days)

of 1.71%

Empirical analysis of the surplus

In this section, we apply to the Compartamos chseanhalyses enabled by the GPS
method. First, we examine the initial situationtioé different stakeholders inside the MFI.
Second, we calculate the productivity improvemdnEompartamos through the productivity
surplus that it generates from one year to anoffigrd, we analyze the distribution of this
surplus and figure out the gains and losses ofdifierent stakeholders in the distribution

process.

The initial situation of Compartamos’s different stakeholders

Table 2 shows the stakeholders’ initial situatithyscomputing their remunerations in
absolute value. We will put these results in per8pe thanks to a comparison with the results
obtained by Périllewet al. (forthcoming) in a previous analysis, which applibe GPS
method to an international database of 230 MFIs

As we have seen in the comparison with the MBB berark, Compartamos charges a
particularly high interest rate (IR) to i®rrowers (71.2% per year on average between 2003
and 2016). Périlleuxet al. (forthcoming) obtain an IR of 39.3% on average rion-profit
organizations (NPOs) and 33.8% for shareholdersfi(®HFs), the ownership structure of
Compartamos.

In Mexico, most MFIs charge relatively high intdreates, but the range of interest

! Hence, we will refer to Périlleugt al. (forthcoming) results when comparing Compartanmshe global or
international benchmark of MFls.

2 Total cost of borrowing is very often not equalthe portfolio yield, the figures exhibited here “asterest
rates”. There might be some fees and other reqeinésnfor instance in terms of mandatory savingstop of
the yield which may give us the annual effectivie rélevertheless, because of data constraints, ilveestrict

our analysis of interest rates to portfolio yielthlculated as the ratio of financial revenues dididby
outstanding loan portfolio. It will thus be an axge interest rate since we do not make any digim&tetween
products or types of loan (e.g., women credits eramant credits). These approximations have gesetisime
differences with other figures frequently reportad Compartamos’s interest rates. Nevertheless,elievie it

does not affect our general results.



rates is also very large. Hence, Compartamos’sasteates for microloans are particularly
high, even for Mexican standards. For instancejriterest rates of Mexican MFIs reporting

to the Microfinance Information Exchange (MiX) 2006 vary from 19% to 105% per year.

Interest rates of other large Mexican institutiarege also often above 50% per year. Mexican
MFIs have historically increased high interest sabecause of the heavy devaluation and
inflation in 1995, which followed the 1976 and 198&nomic crises.

Compartamos’s interest rate has decreased sincg b89 quite slowly compared to
what many practitioners or donors expected. Foramt®, Rosenberg (2007) explains that
CGAP never thought in 1996 that “Compartamos wdagddcharging such interest rates, and
generating such profits, 10 years later”. One neagby Compartamos charges high rates is
that it provides very small loans. Its average lsae (ALS) varied between 294 and 440
USD between 2003 and 2010.It is well known in micance that small loans generate
higher costs (small loans are more costly to mansigee a lot of administrative costs cannot
be compressed with lower loan sizes. In order ke the national standards of living into
account (a loan of 200 USD may be small in one ttgusut big in another), we can divide
Compartamos’s average ALS by the GNI per capita.dd&in only 2.5%, which is much
lower than the benchmarks used in the microfinasemdor. The MBB categorizes an MFI's
outreach as “low end” when its ALS is under 20%tia global benchmark of MFIs, ALS of
NPOs reaches on average 19% of the GDP per caut2%6 in the case of SHFs. Average
loan size is often used as a proxy for the cliepts/erty level, even if it has some clear
drawbacks. This would mean that Compartamos seelatively poorer clients than other
MFIs, contrary to most other SHFs that tend to roféeger loans. At the very least, these
small loans do not exclude poor clients and caeri@lly target poorer people than many

microfinance and consumer finance institutions do.

Compartamos’s financial revenues enabled it to dry wprofitable, exhibiting return
on equity (ROE) higher than 50%inanciera Compartamds ROE of 55% p.a. is indeed
higher than that of most MFIs in the rest of theld@and higher that those of most MFIs and
consumer lenders in Mexico. Compartamaes incomehas thus been constantly very high.
It has almost been multiplied by ten between 2088 2010. This increase is much higher
than for other accounts such as staff or other adinitive expenses. The company has
proven to be continuously profitable, which hasvmted financial means to support the
impressive growth of its clientele. The growth ratats number of clients has doubled from



24% per year in the 1996-2000 period to 46% in20@0-2006 period. Outreach extended to
1,961,995 clients in 2010.

We cannot compare the interest rates offereddomgsproducts since Compartamos
did not collect deposit. Nevertheless, the insbttutgot its banking license in 2006, which
enabled them to start offering savings services.

The interest rate paid by Compartamos to exteeradihg institutions has been quite
high, even if it has tended to decrease especsatige the IPO (2007). Interest rates to
lenders were around 10% in 2010 but have frequently beesr @0%. The average interest
rates paid to lenders by NPOs and SHFs were regplgc8.21% and 7.11% for the global
benchmark of 230 MFIs. Compartamos paid a lot $olenders. It was mainly willing to
borrow at commercial rate and even refused some thaning or grant offered by local
political bodies, such as in Pronafim, to remauttejpendent.

Concerning theemployees Compartamos paid higher salaries in absoluteevédun
average of 12,509 USD between 2003 and 2010). iEhislearly higher compared to
international benchmarks (6,512 USD on averageNt®Os and 7,526 USD for SHFs), but
Compartamos is not an exception on this in MexMexican practitioners frequently report
some competition to get the best staff and staiff-twver, which may also drive the staff and
administrative expenses. Staff costs are less ssue if we take the national standard of
living into account: average salary/GNI per capgaches 0.94 on average for Compartamos,
whereas it reaches 2.04 on average for NPOs irofmance and 2.36 for SHFs in the global
benchmark.

Compartamos’s operating expense ratios have bdativedy high for microfinance
standards, particularly when operating expensegligiged by outstanding loan. Their high
administrative costs have been highlighted a femes$i and they have been accused of being
inefficient (Armendariz and Morduch 2005). High omting expense ratios might be due to
the very low size of their loans, as suggested @iseRberg (2007), who argues that operating
expenses per borrower show no indication of ingfficy.

Compartamos’s surplus formation
Using the GPS method, we calculate Compartamosduygtivity surplus gainsSj in
U.S. dollars (last column in Table Btis always positive, except in 2008, which is tharye

following the IPO. Indeed, from 2007 to 2008, Comi@aos registered a smaller increase of
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its outstanding loan portfolio than the other yearsich has led to a low “output variation at
constant prices”. However, they had already invkat®d increased their inputs: indeed, from
2007 to 2008, they hired 1,569 new employees (wkiaeb high compared to the previous
years) and highly increased their external debhs&quently the “input variation at constant
costs” was high and not compensated by an impoxaiput variation, which led to a
negative productivity surplus.

However, on average over the eight years of armlydompartamos has managed to
generate an impressive yearly average surplus ohilidns USD, which is extremely high
compared to the international benchmark of 322 ¢hods USD for SHFs and only 143
thousands USD for NPOs. Of course, this comparikms not take into account the various
sizes of MFIs. Still, Compartamos’s average numtdeclients in the period of analysis
(881,771 borrowers) represents 85 times the avesageof MFIs in the global benchmark
(10,363 borrowers), while the institution’s surpigsl30 higher than the average surplus of
SHFs.

Surplus distribution in Compartamos: from the initi al situation to the distribution

to all stakeholders

After having analyzed the initial situations of Cumantamos’s stakeholders, we now
consider the dynamic perspective analyzing the lgsirgains distribution between these
stakeholders (Table 3).

The main and most striking result is the very hpgint (49%) of the surplus allocated to
the GSFM, the “value gained kbihe MFI itself”, which can be later kept as reserve or
distributed as dividends. This figure shows thamPartamos mainly kept its productivity
gains inside the organizations in order to incragéseelf-financial margin, which includes
reserves, further investment, asithreholders remunerations. These results are in line with
the global benchmark of MFIs suggesting that sh@dem firms tend to favor GSFM
(Périlleuxet al, forthcoming).

Nevertheless, the difference of distribution outeons much more striking for
Compartamos than the average figures for all SHRs. rapid scaling-up objective could
provide a potential explanation since most of itswainvested. In Compartamos’s case,
GSFM also benefited shareholders since 30% of Caanpas shares were sold at 12 times

their book value to new investors, offering exigtishareholders a net profit of about 460

11



millions USD. This rapid growth of the company ctagp with extreme profitability has
attracted commercial investors during the IPO &g ultimately increased the shareholders’
benefits.

Growth objectives were a major argument used by g2otamos to legitimate high
interest rates. The profits the MFI obtained frdsh eéxisting borrowers would enable it to
reach potential borrowers faster and to offer ttdm@aper credits than moneylenders (Ashta
and Hudon, 2009). This growth objective could explahy Compartamos similarly used to
allocate, even before the IPO, a large part ofprtsductivity surplus to its self-financing
margin (S3).The surplus would then, in some wayt@duture clients rather than existing
clients. Next to the reserve for future investméing, self-financing margin also includes the
remuneration to capital. If it keeps favoring GSFEBMmpartamos could easily decide to favor
its shareholders to the detriment of reserve fomn or investments. For instance, some of
Compartamos’s new shareholders that have enteeechihital of the company in 2007 might
ask for more dividends since they may have beeactéd by Compartamos’s profitability.

When analysing Compartamos’s financial statemd®dsenberg (2007) pinpoints that
80% of the profit has been retained within the canmypto fund growth in the number and size
of its loans, rather than paid out in dividendshareholders. While he focused on the use of
profits rather than the productivity surplus, bbtjures suggest similar trends of allocation.

On averageborrowers benefited very little from the productivity gaimealized by
Compartamos. Indeed, their surplus part reacheg 8 on average for the eight years.
Furthermore, they strongly suffered from the prdohity loss in 2008 with a strong increase
in interest rates on credits, which was compendaiedext year.

The lending institutions registered a loss on average for the eight y@drs. means
that the lending conditions for Compartamos arerowing. This was especially the case for
2006-2007 and 2007-2008, the years before and #feelPO. After 2006, Compartamos
strongly increased its financial debt. It benefifemm a high reduction of the interest rate it
had to pay for its debt.

Regardingstaff, Compartamos’s employees benefit, although toradrtent, from the
productivity gains of the MFIs having generally asjpive, though small, surplus (4% on
average). This figure is similar to the surplusnged to borrowers.

Finally, providers (or other non-personnel expenses) register méiiglly and positive
surpluses. We could expect that this effect is tmemportant investments in material
acquisitions made by Compartamos to support ite/irolt could also be due to investments

related to the transformation process after it beca SOFOL in 2000 or after it got its
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banking license in 2006. Institutional transforroati often requests huge investment.
Nevertheless, we cannot draw any firm conclusiosuakhis stakeholder category because it
is impossible to identify whether it is due to &princrease of material acquisitions, and thus
to some market variations, or whether it is becad$d¢s have decided to acquire higher

guantities.

4. Conclusion

The measures of performance have been increagieglgted in the microfinance sector
over the last few years. While recent empiricaldemnce suggests that many MFIs have
become more efficient over time, it is not cleatowdenefits from these efficiency gains.

Moreover, evaluating MFIs requires finding a comosndicator that takes their
double bottom line of financial and social perfomo@s into account. The global productivity
surplus (GPS) method can play such a role, aitigees empirical evidence on the capacity
of MFIs to generate a high combination of outpuiputs, the productivity surplus, and then
enables to analyze how the surplus generatedtitbdi®d between the stakeholders.

We have used the case of Banco Compartamos asaampkxof how the methodology
could be applied to microfinance. Our results ssgteat the productivity gains generated by
the institution have been primarily kept as graaéfanancing margin for future investments
or dividends for investors. This has certainly eaged the interest for the company for
potential investors as testified by the succegb®®007 IPO. Moreover, borrowers and staff
have not benefited much from these productivityngahrough either a strong decrease of
interest rates or better salary.

Our results are in line with was has been widelknawledged or commented on
Compartamos case. Similarly to what is suggested f&yv analyses of the profits generated
by Compartamos (Ashta and Hudon, 2009), managetiseofompany may have decided to
allocate more of the surplus or the profits to thadients and finance themselves through
financial debt (or other financial instruments suah its bond issues) rather than reserve
accounts from high interest rates.

Hence, the GPS methodology provides a clear andtsted way of calculating the
distribution of the productivity surplus and coulderefore be used as an additional and
complementary indicator of social performance. Whiie microfinance sector has grown
rapidly since the start of the commercializatioragdy MFIs have made different decisions

and favored different stakeholders. We believe @RS methodology may be a relevant
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management tool for double bottom line actors tedshght on how efficiency gains are

allocated overtime.
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Tables

Table 1:Compartamos’s Performances

Number of Staff Operatin
Year active Number producti ALS ALS . eF>)<penseg ROA ROE 0OSS*** PAR 30
borrowers of staff vity (USD)  /GNIppp ratio**
2010 1,961,995 9,773 201 398 0.023 0.28 0.16 0.39 1.72 2.00%
2009 1,503,006 7,364 204 384 0.025 0.29 0.18 043 681 2.32%
2008 1,155,850 5,946 194 349 0.023 0.40 0.19 055 681 1.71%
2007 838,754 4,377 192 432 0.024 0.31 0.20 054 6 1.7272%
2006 616,528 3,203 192 440 0.025 0.28 0.22 055 1181.13%
2005 453,131 2,295 197 399 0.024 0.28 0.21 054 01.71.24%
2004 309,637 1,561 198 326 0.022 0.31 0.18 0.48 8 1.6 0.56%
2003 215,267 1,012 213 294 0.021 0.29 0.19 0.55 2 1.80.70%
Average 881,771 4,441 199 378 0.025 0.30 0.19 0.50 1.73 5%.5

* ALS is the Average Loan Sizexpressed in USD.is calculated by dividing the “outstanding loportfolio” by the “total number of borrowers”.

**Qperating expense ratiis calculated by dividing the “operating expendeg'the “outstanding loan portfolio”.
***QSS, the Operating Self-Sufficiencys calculated by dividing the “total financia@venuesby the sum of the “financial expenses”, “loand@xpenses” and “operational

expenses”.
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Table 2: Initial Situation

IR on Average Average Other Operating Net
Year 'ROT‘ Loan loss rate external salary/employeesalary/GNI operating expenses - operating ALS ALS SURPLUS
credit funds (USD) expenses (UsD) / income  (USD) /GNIppp
PPP (USD) Borrowers (USD)
2010 63.5% 0.030 9.9% 13,351 0.89 89,311,164 112 206,809,188 3 0.023 85,825,557
2009 64.2% 0.036 8.6% 13,288 0.94 67,825,443 110 150,369,82384 3 0.025 120,237,553
2008 83.0% 0.019 8.3% 14,181 0.94 68,996,416 138 135,840,1449 3 0.023 -6,674,628
2007 72.1% 0.018 12.3% 12,681 0.88 51,783,349 132 112,442,81432 0.024 34,756,808
2006 69.5% 0.016 14.6% 12,416 0.92 32,572,019 121 84,456,97240 4 0.025 43,416,552
2005 68.4% 0.026 12.9% 12,308 0.99 21,130,303 112 50,741,32299 3 0.024 40,311,769
2004 72.4% 0.017 13.6% 11,227 0.98 13,993,174 102 29,557,00326 3 0.022 19,809,673
2003 76.6% 0.015 13.5% 10,622 0.99 7,434,257 84 21,774,977  294.021
Average 71.2% 0.022 11.7% 12,509 0.94 44,130,766 114 98,999,03(B78 0.025 42,210,411

Note: Interest rate ogredit (i) is the division of the “financial revenue frormaloportfolio” by the “outstanding loan portfolidlban loss raté€lr) is the “net loan loss

expenses” divided by the “outstanding loan portfélinterest rate on external fundsfinancial debts from lending institutioris)(is defined by the sum of the “interest paid

on borrowings” and the “other financial expenseigidid by the “financial debts.” Average salary/dayee (w) is calculated by dividing the “personnel expehégsthe

“number of employees.” Oth@perating expensese the “operating expenses” minus the “persoexgénses.” Net operating incornisethe “net financial income” (total
financial revenues minus total financial expenseisius the “net loan loss expenses” and the “opsgakpenses.”
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Table 3: Surplus Allocation process

Percentage

vear Percentage  Percentage  Doubtful Pfer}%z?;age Percentage Percentage Percentage
GPS Borrowers clients (bad . " " 9 Employees Providers GSFM
institutions
debts)

2009-2010 95.2% 6.1% -4.8% 6.7% 0.7% 23.8% 62.6%
2008-2009 93.9% 84.8% 7.5% 0.9% -5.1% -0.9% 6.8%
2007-2008 -12.7% -83.5% 0.9% -29.2% 17.0% 32.7% 49.4%
2006-2007 69.8% -18.6% 1.5% -11.6% 2.3% 38.6% 57.6%
2005-2006 88.0% -6.4% -5.6% 5.7% 0.7% 23.2% 70.4%
2004-2005 98.0% 17.5% 3.9% -2.0% 6.0% 17.3% 55.3%
2003-2004 100.0% 21.6% 0.8% 0.4% 4.8% 33.1% 39.3%

Average 76.0% 3.1% 0.6% -4.2% 3.8% 24.0% 48.8%




Appendix 1

The surplus formation and distribution can be pres under a “surplus accounts analysis”.
This accounts analysis shows the sources and #seafighe surplus and thus its distribution.
It enables to identify easily which stakeholdersitdbute to the value creation and which

benefit from it.

Sources Uses

GPS>0 GPS <0
Surplus lost by stakeholder x ~ Surplus receivedtalgeholder a
Surplus lost by stakeholder y  Surplus receivedtalgeholder b
Surplus lost by stakeholderz ~ Surplus receivedislyetiolder ¢

> =losses + GPS > =TGS +GPS

< Insert Figure 1 >

The Total Gained Surplus (TGS) is the sum of alifpee surpluses, received by the
stakeholders who register a gain in the surplusiligion process. This surplus equals to the
sum of the losses (Total Lost Surplus) supportethbystakeholders who register a loss in the
surplus distribution process and the Global PradiigtSurplus. If the GPS is positive, the
TGS is higher than just the sum of the losses stggdy the losing stakeholders; if the GPS
IS negative, it absorbs a part of the losses, Bad’'GS is smaller than the sum of the losses.
To have the surpluses in percentage (expressedbie B), we divide each of them by the

total gained surplus (TGS) and we obtain:

GPS/TGS =S /TGS+ S*/TGS+ S* /TGS
or

S /TGS+ S’ /TGS+S*/TGS-GPS/TGS=0
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