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Analysis of Pokhara Royal Saccos by PEARLS Indlcators

PEARLS is a financial performance monitoring system designed to offer management
guidance for credit unions and other saving institutions. The PEARLS system was originally
designed and implemented with Guatemalan credit unions in the late 1980s. WOCCU
now uses it worldwide to monitor the performance of credit union, to create a universal
language that each credit union can speak and understand, to generate comparative credit
union rankings, and to provide the framework for a supervisory unit to the second tier.
PEARLS present financial variables upon which credit unions can base their business
planning.

WOCCU has set international financial standards for credit union performance. Key
ratios within the PEARLS are summarized below.

Mrs. Jyoti Gurung
In charge
Lekhnath Service Center

P= Protection (6 ratio)

Protection is measured by comparing the
adequacy of the provisions for loan losses
against the amount of delinquent loans.

A= Assets Quality (3 ratio)

The indicators in this section measure the
impact of assets which do not generate income
such as delinquent loans, and non-productive
assets.

L= Liquidity (3 ratio)

The liquidity indicators reveal if the credit
union is administering its cash to meet deposits
withdrawal requests and liquidity reserve
requirements while, "ideal” target is to minimize
the amount of idle funds.

E= Effective Financial Structure (9 ratio)

The financial structure of the credit union is the most important
factor in determining growth potential, earnings capital, and
overall financial strength. Ratios in this category measure assets,
liabilities and capital.

R= Rates of Return and Costs (12 ratios)

The indicators measure operational costs including financial costs
paid on deposit savings, share-savings, and external loans. The
results more clearly indicate whether the credit unions is earning
and paying market rate on its assets, liabilities and capital.

S= Sign of growth (11 ratio)

In this section of PEARLS, the indicator S measures the growth
of loan, liquidity, share, deposits, institutional capital and assets.

PEARLS used by Pokhara Royal Saccos

Since past 9 years, Pokhara Royal Saccos has been using PEARLS analysis. It is found that Pokhara Royal Saccos has
been using 49 indicators as other co-operatives only use 44 indicators. There are many measuring indicators which
fall under PEARLS analysis but this study is done on the basis of sign of growth. This analysis shows the ups & downs
of Loans, Liquid investment, Financial Investment, Member deposit, Member share, Institutional Capital and Total
Assets. These gathered data are compared between last four fiscal years and current FY is also included with the final
result of PEARLS analysis which is shown in following figures.
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Conclusion:-

Growth of Loan: The loan portfolio is the most important and profitable credit union asset. But as per the definition
and evolution; the ratio are in fluctuation trend but comparing with other four past FYs, 2074 growth ofloan is dropping
down.

Growth of Member Deposit: The growth of total assets is dependent on the growth of savings. The ratio is fluctuating
during the study period. In FY 2074, the growth of saving deposit is quite unsatisfactory.

Growth of Member Share: The growth of member share dependent on E7, as per the study in FYs 2072, 2073 and
2074, the growth of member share is quite satisfactory within the standard except FYs 2070 and 2071.

Growth of Institutional Capital: Institutional capital growth is the best indicator of profitability within credit unions.
Except FY 2073, other FYs are within the standard.

Growth of Total Assets: Growth in total assets is one of the most important ratios. As per the study, growths of asset
are within the standard.

Growth of Income: High delinquencies affect the income of institution. Growth of income is dependent in E9. As per
the study, growths of income of all FY's are within the standard.
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