RE: MICRORATE ANNOUNCES RATING EXPIRATION OF NIGERIAN MFI, LAPO
Our attention has been drawn to the press release by MicroRate of August 21, 2009. The release conveys the expiration of its latest rating of LAPO. The ground for the action is that “the integrity of the information provided to it by LAPO, as well as LAPO’s financial disclosures since the rating, have come into question” 
These are strong allegations. The thrust of the allegation are that financial information provided by LAPO during the rating exercise in May 2008  as well as subsequent financial data are questionable. During MicroRate rating exercises in 2006 and 2008, LAPO was transparent; it provided all books of records demanded and  allowed enfettered access to operational structures and personnel. 

We do acknowledge the fact that Micro-that Rate as a rating agency can withdraw and change its endorsement and rating any time at its discretion. However, we strongly feel that arriving at such a decision based on as serious allegations as above requires verification of sources of information. If that had been done, MicroRate would have had access to the following information
i. In June 2008 we completely cut over to M2 our loan data capturing and processing software. There were obvious challenges especially with operations in large nation as Nigeria. The associated challenges were addressed in the remaining part of the year.

ii. In early 2009, a review of the 2H 2008 revealed some inconsistencies in the operation figures. Immediate steps were taken to identify where the problems were. We hosted MF specialists and experts from various international organizations in 1Q 2009 to help address the inconsistencies. We also hired an independent MIS consultant to conduct a detailed audit of the MIS. We have shared the findings of all these missions with our partners/stakeholders. Had MicroRate consulted with us instead of unilaterally withdrawing the rating, we could have shared these reports with them. 
iii. KKD Consulting an independent IT firm used by various international development agencies was commissioned in April 2009 to formulate a comprehensive IT Strategy for LAPO. This was completed in August 2009. We have already started implementing this project. We have also sent our Head of MIS to UK for capacity building attachment with the developers of our MIS.
We acknowledge that LAPO faced MIS issues which resulted in financial misreporting last year. However we would like to point out the following:
i. We stand by all data that we had provided to MicroRate during the rating exercise. Please note that this data was as of December 31, 2007. LAPO migrated 100% to the new MIS in June 2008. 

ii. LAP has already addressed the MIS issues and are now able to report to all investors accurately and timely manner. Had the rating been withdrawn on grounds of MIS in 1Q 2009, we could understand. However, we feel, we are being penalized for an issue, which has not already been identified but also on verge of being completely addressed. 
In conclusion, we feel pained that MicroRate took its decision without obtaining our clarifications on whatever information, mostly outdated, it received. Some of our other partners/stakeholders have, upon receipt of the MIS issue,  approached us for clarification and have not taken unilateral decisions. Please note that we have had undergone thorough due diligence exercises in 2009. We have plans to undergo rating exercise in 2010.

After two ratings and an earlier diligence exercises conducted by MicroRate on LAPO, we expected things should have been fully investigated before making such claims, which has potential dire consequences for the institution and its varied relationships. 
We will appreciate wide publicity be given to our position.
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