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PRINCIPLE OBJECTIVES 

1. Design and implement initial middle management training 
2. Explore collaborations with other organizations 
3. Explore options for bringing in new funds 
4. Continue board development and seek new board members 
5. Begin search for computer specialist 
6. Begin lending operations in Durres 
7. Explore branch possibilities in the south 

ACTIVITIES 

1. Design and implement initial middle management training 

The PSHM Director for Human Resources and Training worked with a management consulting 
company based in Cambridge, England to design an initial course on introduction to 
management. This course covered basic management skills with a focus on inter-personal 
relations and teamwork. The course was targeted at PSHM middle managers in an effort to 
strengthen the company's ability to expand operations. The initial training took place in 
Montenegro in August. PSHM is now in the process of establishing a management training 
agenda for 2001 to include a different training every quarter. The second in the series is 
tentatively scheduled for January and will cover authority issues, communication, team building 
and team management. Other items to be covered in subsequent sessions next year are conflict 
and stress management, building trust, mentoring and coaching. 

2. Explore collaborations with other organizations 

PSHM is interested in collaborating with other organizations in an effort to better reach our target 
market and develop new credit markets. In the last quarter, we solidified a collaboration 
agreement with AMURT, an international relief and development NGO working in the poor 
Bathore region of Tirana, and we explored similar collaboration agreements with an Italian NGO 
called GVC and another USAID funded organization called Land 0' Lakes. GVC is an EU
funded agriculture support program that has been working in the district of Shkoder for two years. 
The program is focused on helping to improve farming conditions through in-kind transfers of 
equipment and seed and through training. The program will finish in December of this year, and 
GVC would like to provide credit to farmers and has some funds to do so. However, they lack 
the expertise and sufficient funding to do the credit themselves. They approached us to do the 
lending for them and we arranged a guarantee scheme similar to our agreement with AMURT, 
but on a much larger scale. Details of the agreement are still being worked out, but it is expected 
that this agreement will proceed next quarter. We discussed a similar agreement with Land 0' 
Lakes as they also had loan capital to credit their members but lacked the expertise and proper 
legal vehicle. LOL decided not to pursue this with PSHM. 

3. Explore options for bringing in new funds 

The annual budget was completed for 2001 and is available upon request. This process showed 
that funding is secure at least through September 2001 and is likely secure through the end of 
2001 depending on demand and the speed of deVelopment of our branches. If demand increases, 
new funding should be sought toward the middle of next year. Management will continue to 
watch this area and look for new funding when necessary. 
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4. Continue board development and seek new board members 

PSHM has lost two Albanian board members in the last 8 months. Both have immigrated to 
Canada. The board began a search for new board members and invited Dr. Michael Martin to 
join the board. Dr. Martin accepted and joined the board in July. Dr. Martin is the Chief of Party 
of the University of Nebraska MBA Program in Tirana. The board currently consists of 3 
Americans and 3 Albanians. Two more board members are planning on leaving Albania within a 
year, and the board is looking for new board members to take their place. 

5. Begin search for computer specialist 

PSHM hired a computer specialist to focus on our management infonnation system and 
maintenance of our computers. This position will become more critical as the organization grows 
and we look to install a more sophisticated and powerful system next year. The system selected 
is called e-merge advanced and was developed by Citibank. 

6. Begin lending operations in Durres 

PSHM began lending in Durres in July. We originally started with 5 loan officers as Durres has 
over 100,000 people and demand was expected to be high in the city and surrounding areas. 
Demand has turned out to be quite low in the opening months of operation. We have cut lending 
staff down to two and this seems to better fit the environment. To date, we have 25 clients in 
Durres and have decided not to invest as much time or energy in this branch as the demand for 
micro-credit is low and the availability of credit is high. We are looking into cooperation with an 
NGO, the International Catholic Migration Committee, to help us get into one of the poorest areas 
of Durres called Kineta. ICMC has done community development work in this area and has 
indicated a desire to help facilitate credit for some business people they work with. 

7. Explore branch possibilities in the south 

PSHM explored possibilities for our first branch in the southern region of Albania and selected 
Fier as our main branch office. Fier is located 2.5 hours from Tirana and is the most developed 
business center for the southern region. We have identified a branch manager for the new office 
and have begun recruiting for loan officers. The training for the new branch staff will begin in 
October and branch operations will begin in full on November 1. 

DIFFICULTIES AND CONSTRAINTS 

PSHM faced its first repayment challenge in the past quarter. This challenge came only in 
Tirana, primarily from clients in the outlying areas of the city and in villages between Tirana and 
Kruje. It was the direct result of the mishandling of clients by one of the Tirana loan officers, 

  handling of clients became suspect as delinquency in his portfolio grew, 
and he was dismissed on charges of gross neglect of responsibilities. The most evident result of 
this has been a slowing of new loan disbursements in Tirana as we deal with the delinquency 
problem. Delinquency, as measured by portfolio at risk over 30 days, was at 2% at the time of 
the last report has risen to 5% now. Delinquency has remained at 0% outside Tirana. 

REVISIONS/ADJUSTMENTS 

We decreased our lending volume in Tirana to deal with the delinquency problem. This problem 
has been a good thing for the company as well, in that it has forced some loan officers to deal 
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more quickly with slow-paying clients and has forced management to revise it's policies toward 
the handling of late loans. We have created a system of dealing with non-payers quickly and 
decisively and have changed some of our lending and guarantee policies as well to better screen 
out clients that try to cheat the company. We also have initiated our first legal action for five 
delinquent loans. 

FUTURE ACTIVITIES 

1. Test the legal system for microcredit through suit of selected delinquent clients 
2. Settle delinquency issues in Tirana 
3. Examine middle management structure and possible re-structuring 
4. Develop a branch office in Fier 
5. Continue work with GVC in Shkoder to develop agriculture lending agreement 
6. Develop a standard greenhouse loan product 
7. Develop a mass marketing strategy and campaign 

PROGRAM INDICATORS 

As of September 30,2000 

Number of Active Clients: 1,310 
Number of Loans Made This Period: 525 
Cumulative Number of Loans Made: 1,800 
Amount Lent This Period: US$ 550,000 
Cumulative Amount Lent: US$ 1,800,000 
Current Loan Portfolio: US$ 920,000 
On-Time Repayment Rate: 95% 
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Trend Graphs in Leke, 2000 Q3 
PSHM, a member of the Opportunity International Network 
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Opportunity International Network Partner Reporting System 

.~ Income Statement, 2000 Q3 
PSHM, a member of the Opportunity International Network 

Income 
Jt Earned Income 

, '12 Interest on Loans 7,587,799 
~ .. ': . '.:'l3. Interest on Investments 25,350 

'·14 Loan Fees 1,415,100 
... , ... ;'~:ill Training Fees 
:: ':;:}ili Other MED Earned Income 
>··· .. ···11 Non-MED Income 

.';,;;X~ MED Earned Income 9,028,249 
Organizational Earned Income 9,028,249 

"';''1'10 
'~~"'r' -,-

Donor Income 

::;:~~:~ Loan Portfolio Grants 
Administration/Project Grants 

: ';:i., 00 Capital Expenditure Grants and Donations 
.·:';Y·I~'4 General or Undetermined Grants 
'.<.'~ Other Non-MED Grants 
: "~ MED Grant Income ° ,.11Q 
.;. ~ ",. 

Organizational Grant Income 0 , ,;[j!L 
... ·H!a Total MED Income 9,028,249 
':··::·'::~ifu Total Organizational Income 9,028,249 
Expenses 
.>::A2,Q Operating Expenses 
" -'<121 Administration 4,682,012 
··L·122 Salaries and Benefits 6,059,719 
:~:~:W 

, '< " ~ 

Client Training Operations 

·'·:·+E~ Depreciation 356,066 
Loan Loss Provision 4,836,647 

"V:'~ Other MED Expenses 
127 Non-MED Expenses 

: .l2.8. MED Operating Expenses 15,934,444 
: : 12.a Organizational Operating Expenses 15,934,444 

tin Financial Expenses 
. :Ill Interest on debt 
'132 Interest on client deposits 

lli3 Non-MED Interest Expenses 
134 MED Financial Expenses ° l35. Organizational Financial Expenses 0 
.W Total MED Expenses 15,934,444 
ill. Total Organizational Expenses 15,934,444 

". l3.8 Net MED Operational Income (6,906,195) 
139 Net Organizational Operational Income (6,906,195) 
140 Net MED Income (6,906,195) 
141 Net Organizational Income (6,906,195) 
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Portfolio Report, 2000 Q3 
PSHM, a member of the Opportunity International Network 

Loan Portfolio Funds Available But NotCtirrentlYWith Clients:'.):,"":' ,~: ii',,: w~ ;'\"\ " "':'1 > '; "'," ':" ,iw .. \,,,' ,:-';',>!:: ',' ,; ,':' '\ '::';:':', ;,:::' 
E1 Loan Funds not Currently with Clients 38,039,000 \ 

Individual Lending Methodology , , ' ," , '~;'. '~"',',' , 
< < ~ <', , 

P2 Loan Funds with Individual Clients 90,410,723 
2.3. Number of Individual Clients - 492 

'-----, -- -----:::-::-=-1 
P4 Number of New Individual Clients 237 Female Male 

r-----------=-=+_ : I ~ 
E5. Number of Individual Loans Made f-----=-::--:-=-'2::-:3:..::8+--_~-=-=-::-3::_:5c__t,I-_=_=__:_;:c:_::= L2-=-uO.)3:::-J I 
2Q. Value of Individual Loans Made f---_5""9'-'., 1"'-1:....:5~,0:...:0c.::.0+--_--'8,c.:::.6=.20:..!,_00'--0_'.l.I_--.:5_o"--,4_9_5,'-'-0.::..00"--' 
EI Value of Existing Individual Savings 0 

;--'-----=-1 
Ea. Number of Individual Loan Officers 12 

Portfolio in Arrearsand at Risk , ,',Current ",,:, .. ::1 ~30 OFlYS < 1:3,1 ~6Q,Oays, :: ~ : ,'~1 ~QO Days: .... i' 9~:'120, Qay~:,; ;'\ ',Ovec120 Pays ,Total Overdue 
.ea Portfolio in Arrears '" " 87,939,105 1,062,0441 538,278 681,464\ 189,832\ \ 2,471,618 

E.1Q Portfolio at Risk 76,461,751 9,290,7041 2,706,987 1,651,281\ 300,000 \ \ 13,948,972 
Trust Bank Methodology 

E2. Loan Funds with TB Clients 
2.3. Number of TB Clients 
24 Number of New TB Clients 
E5. Number of Loans Made to TB Clients 
2Q. Value of Loans Made to TB Clients 
2L Value of Existing TB Savings 
e.a Number of Trust Bank Loan Officers 
ill Number of Trust Banks 
212. Number of Loans made to TBs 

Portfolio in Arrears and at Risk 
E9. Portfolio in Arrears 

E1Q Portfolio at Risk 
other Lending Methodologies 

P2 Loan Funds with 'Other' Clients 
2.3. Number of 'Other' Clients 
P4 Number of New 'Other' Clients 
P5 Number of 'Other' Loans Made 
P6 Value of 'Other' Loans Made 
P7 Value of Existing 'Other' Savings 
P8 Number of 'Other' Loan Officers 

20,905,365 
410 

58 Female Male 

55 
Currerit 1-30Days' 31-60 Da)ls 61-90 Days '91.-120 Days' , ,Over 120 Days Total Overdue 

19,081,992 702,5561 861,592 119,200\ 140,025\ \ 1,823,373 
16,561,400 3,154,811/---sg4,929" 119,2001 175,025\ 1 4,343,965 

" ,.. ,' .. ,,",", " "" .. ,: :, ' ,::.;,::, ":''':,''''i ,,':: .. ,,,, .. ',,;;;,: ,:", ,::,_",':';::,,:,~,>,i:;:,,;,;:'\. ",:~,,",,: ''''' ,:"',, 
23,493,997 

427 
37 Female Male 
37 24.1. 

3,310,000 2,060,000.1. 
o 

13 
1,250,000 

Portfolio in Arrears and at-Risk, :, 
P9 Portfolio in Arrears 

" ',:} Current, 1'-30 Days\ \ ::'::31-60Days ',"'61 ~90' QaY$' '91:'120Qays' .. Over120 Days Total Oyerdue 
23,114,808 130,451.1. 186,067 62,671 j j 1 379,189 

21Q. Portfolio at Risk 20,649,360 1,586,3941 1,004,033 254,210\ I ! 2,844,637 
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Opportunity International Network Partner Reporting System 

Balance Sheet, 2000 03 
PSHM, a member of the Opportunity International Network 

Assets 
, ;.Eli Current MED Assets 

.<132 Cash and Equivalents 40,467,283 
'. a3. Interest-bearing Deposits 

",;: '.8.4 Loans Outstanding 
l-------I 

':.;}B.fi Current 
. ,;.: "}aa Past-due 

,;,;';:';' ~a:t Loans Outstanding 

:\:,:~~~t: ~~~~~~~: ~~~s~~neding 
"";8:10' Other Current MED Assets 
,.;;:':§iY Total Current MED Assets 
, ":thz Current Non-MED Assets 

' . .ai3. Current Assets 
" , ,': a14 Long-Term MED Assets 
/~;:B15 Long-Term Investments 
";-'>al'(3 Property and Equipment 

~ ,:':::/817 Cost 
'::>~':B~'8 Accumulated Depreciation 
. ':;i.,~1:~ Net Property and Equipment 
',';":azo. Total Long-Term MED Assets 
.(},:,szf Long-Term Non-MED Assets 
:~~:'B2'2' Long-Term Assets 
,;:;~,<.6ia' MED Assets 
Aj;~~.a24 Total Assets 

113,841,165 
21,514,135 

135,355,300 
6,857,884 

128,497,416 
1,658,135 

170,622,834 

170,622,834 

10,677,996 
982,193 

9,695,803 
9,695,803 

9,695,803 
180,318,637 
180,318,637 

Liabilities' 
~----~~~ __ --------------------------------------------4 '~',J3'2.5 Current MED Liabilities 

:'::::,£32'6' Short-Term Borrowings 
';: :~:~B'2'i Client Deposits 
, : ','::B2a.' Other Current MED Liabilities 

','., .Bi9 Total Current MED Liabilities 
, ~.: BSO Current Non-MED Liabilities 
::~!~';j3ij'-i' Current Liabilities 
<?:Ba2 Long-Term MED Liabilities 
':i~;e.aa Long-Term Debt (commercial rate) 
. ,:':834 Long-Term Debt (concessional rate) 
" ,'<'/835 Deferred Revenue 
::~,~ Other Long-Term MED Liabilities 

N '837 Total Long-Term MED Liabilities 
,:B38 Long-Term Non-MED Liabilities 
~. 839 Long-Term Liabilities 
~ . .B.4Q MED Liabilities 

. ,;f 1341 Total Liabilities 

98,081 

98,081 

98,081 

947,920 

947,920 

947,920 
1,046,001 
1,046,001 

NetVVort~h~~~~~~ __________________________ +-________ ~~~"~~ 
B42 Total Net VVorth 179,272,636 
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