








micro.Bo

On the other page, micro.Bo’s team

Below, client’s bakery shop

Below, Client's jewellery exhibition

Institutional Profile

History

The process which led to the constitution of micro.Bo initiated a year before its establishment, in
2003. Following a series of initiatives promoted by the University of Bologna, in which Muhammad
Yunus (founder of the Grameen Bank and winner of the Nobel Peace Prize 2006) was involved, a
group consisting of students, professors and microfinance promoters from the civil society developed
a microfinance project for Bologna. micro.Bo was established in September 2004 to provide micro-
finance services in the province of Bologna. In February 2005 the credit activity was able to start
thanks to the constitution of a guarantee fund in the Bank of Bologna funded by important Bolognese
entrepreneurs. This enabled the Bank of Bologna to start disbursing loans in June 2005 to clients
selected by the Association by appropriate microfinance criteria.

Structure

micro.Bo has a staff team consisting of 5 professionals. In ad-
dition micro.Bo is supported by volunteers and various civil so-
ciety entities. The Association has its central office in Bologna
and 4 branch offices in other local authorities (S. Giovanni in P,
S. Giorgio, Budrio, Bologna S.Caterina).

Governance Structure

micro.Bo has a President and an honorary President (Dr. Yunus),
a seven member Board of Directors, a 3 member Vigilance
Committee, and the General Assembly . The General Assembly
elects the President and the Board of Directors every 3 years.

Target Clients and Operational Area

Business loans target atypical workers, the unemployed, start-

up entrepreneurs, micro-entrepreneurs who want to develop
their businesses and trainees. Emergency loans target people facing unex-
pected expenses such as health care, furniture, legal / funeral expenses,
deposits needed to rent an apartment.

Products and Services

micro.Bo offers loans to entrepreneurs who want to start or develop an existing
business. In addition free pre and post loan business assistance and tutoring
is offered to borrowers. micro.Bo is also piloting products such as emergency
loans. Loan characteristics are:

Q Enterprise loans: maximum loan size €7,000, fixed interest rate of 8%, maxi-
mum loan period of 48 months. Moral guarantee required from two friends or rela-
tives.

Q  Emergency loans (pilot phase): maximum loan size €3,000, fixed interest rate

of 3.25%, maximum loan period of 48 months. Two guarantors are required, but the
association does not evaluate their solvency.
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Left, traditional food seller

Below, micro.Bo’s president with clients

micro.Bo piloted group lending from 2005 to 2006. Group lending consisted of the formation of soli-
darity groups of 3 to 5 members, maximum loan size of €10,000 (first loan), fixed interest rate of
6%, maximum loan period of 36 months. The approval of each loan was based on the member’s
entrepreneurial project. Loans were disbursed in sequence to all members of the group. Late or no
reimbursement excluded other members from receiving a loan.

Funding Sources
Presently micro.Bo is funded by two foundations (Fondazione del Monte, Fondazione Carisbo), and
collaborates through a signed convention with some municipalities of the province of Bologna.
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micro.Bo

Selection criteria

Innovation

micro.Bo has been innovative in piloting the
group lending methodology in Italy. However its
performance has been poor and micro.Bo has
documented its failure and the lessons learnt.
One of the main lessons is that to have an ef-
fective enterprise lending product, the main
focus should be on the assessment of the po-
tentiality of the entrepreneur.

Business development services are coordi-
nated by a “business supporter” whose role is
to coordinate and develop tutoring in the pre
and post lending period. micro.Bo has been in-
novative in separating the position of “business
supporter” from the loan officer position. The
business supporter, who helps in shaping the
project which is being proposed for financing,
should not be the same person who evaluates
the project.

micro.Bo has developed an effective methodol-
ogy with a quick disbursement process.

Sustainability

micro.Bo recognises that its legal status, an as-
sociation, is inadequate for the aim of achieving
sustainability. Economically, micro.Bo is finan-
cially reliant on fund raising. A possible way to
increase sustainability is to request the public
social service authorities for a contribution for
clients who pass from the public social services
to micro.Bo's services as part of a “welfare”
contribution.

If micro.Bo were to change into a financial in-
stitution, it would be able to achieve self sus-
tainability by taking the following steps: firstly,
by separating its lending from it business sup-
port services in order to better identify its cost
centres; secondly, it would need to increase its
lending volumes by introducing other financial
services, and by creating stronger relations
with other institutions.

Financial Achievements

Dec 06 Dec 07 Dec 08

Portfolio at

. 1245%  959%  12.16%
Risk (PAR30) ’ ’ ’
Write-off Ratio 208% 1492%  12.91%
Operating 44.08% 3578%  51.26%
expense ratio
Cost per £2160 €2130  £1,667
Borrower
S_taff Producti- 104 "2 152
vity (borrowers)

Impact

micro.Bo describes the impact on the institution,
originating from the change in lending methodol-
ogy. At the end of the two-year pilot phase (2006-
2007), a study was undertaken which highlighted
the following:

Clients: most of the clients during the pilot phase
were foreigners (72%) and it was seen that 85%
of foreign clients, who were mainly male, did not
repay loans. In general, women were more reliable
and 80% were repaying their loan on time (for the
males the figure is 62%). However, the majority of
successful businesses were started by men (62%).
Enterprises: the study highlighted that enterprises
with more credit need are existing ones, not the
start ups. In addition start ups have less chance
of surviving (54%) then existing ones (74%). ltal-
ians seem to have a better chance of starting suc-
cessful enterprises: the study shows that 62% of
enterprises started by Italians are still active com-
pared to foreign ones (35%).

Credit methodology: enterprises financed through
the individual lending methodology stand a better
chance of surviving than one financed by a group
lending methodology.

Based on some of the above considerations, micro.
Bo changed its lending methodology from group to
individual in mid-2007. At the end of 2008 port-
folio quality improved. The default rate for loans
disbursed in 2008 is 0%. It is too early to make
any analysis on impact as micro.Bo’s portfolio still
holds 45% of group loans which have a PAR90 of
28% compared to individual lending which is 6%.
Efficiency also has greatly improved although the
cost of switching operational methodology has
been high.

Outreach Achievements

Dec 06 Dec 07 Dec 08

Active

. 52 56 76
Clients
Average £6160 €4740 €335
Loan Size
Portfolio €389.000 €279.240 €244.898
Disbursed ¢ 01200 g 95.000 € 167,845
(cum.)
Branch

. 1 2 4
Offices
Staff 5 5 5
Credit

. 2 2 2
Officers
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PerMicro SpA

Project Name
PerMicro

Initiative Presented for the Award

PerMicro provides loans to entrepreneurs together with Business De-
velopment Services, and loans to families for financial emergencies. It
started its lending activity in January 2008 and in March 2009 it had
provided 169 loans. PerMicro assumes total credit risk thus introducing
a new microfinance methodology in Italy.

Type of organization:........................ Non-Bank Microcredit Provider
LOCATION: ... Italy
NO. Of ClENtS: e 169
FOUNAE 1N 2007
Mf products offered: ... Loans
POt 000 €1,071,265
Av. Loan size:......... €7,500 (loans to enterprises), € 5,700 (loans to families)
% of women clients: ... 51% (loans to enterprises)

WWW.PErmicro.it




PerMicro SpA

On the other page, client’s shop

Below, outdoor vendor

Above, traditional food seller

' The client has already borrowed from PerMicro and
requests a second loan before having completed

repayment of the first one.

Institutional Profile

History

PerMicro was established as a financial company in June 2007 in Turin. The inventor of the institu-
tion is the current CEO. He wanted to create an institution which would provide loans and bear
total credit risk, which was then an innovative
approach in the Italian microfinance sector. His
idea was supported by two partners, Fondazi-
one Paideia and Oltre Venture, and was later
supported by UBI Bank and Fondazione Svi-
luppo e Crescita - CRT.

Structure

PerMicro has ten active branch offices. The in-
stitution had 9 full time professional staff by
the end of December 2008 (6 in Turin and 3 in
the other branches).

Governance Structure

PerMicro's president is an entrepreneur with
broad experience in banking and consumer
credit. The CEQ is an expert in micro-credit
who has worked on micro-credit projects on
behalf of Banca Etica, Mag Z and Fondazione
Paideia. PerMicro has organised its functions
in 4 units: a Product Unit (including credit management), a Development Unit, an Administration and
Control Unit, and a Marketing Unit.

Target Clients and Operational Area

PerMicro provides loans for enterprises or families, and it is designed for people who do not have
easy access to traditional bank credits. The loans are suitable for Italian or foreign citizens who wish
to start or develop an activity, or for freelance workers or employees. PerMicro currently operates in
Turin, Pescara, Cagliari, Rome, Genoa, Milan, Brescia, Vicenza, Rimini, and Bergamo.

Products and Services

Individual loans for enterprises and families of up to € 15,000, with interest rates ranging from
9% to 12%. Loans for enterprises are aimed at start-ups or development of micro business
activities. Loans are supported by free business development services for the client throughout
the entire duration of the microcredit. Family loans are aimed at financial emergencies involving
the home, health, work, or education and free complementary training services are offered on
credit matters. Other products are being developed (investment loans, working capital loans,
“recycling” loans’). In both cases only moral guarantees are required from the applicants’ as-
sociations, parishes, cooperatives or communities.
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Funding Sources

Main funding partners are two social organizations, Fondazione Paideia (a foundation operating in
the area of social welfare) and Oltre Venture (the first Italian social venture capital company). New
shareholders are an important banking group, UBI Bank, and a banking foundation, Fondazione Svi-
luppo e Crescita - CRT.

Left, client’s tailoring shop
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PerMicro SpA

Selection criteria

Innovation

The “3in 1" operational model. The typical Ital-
ian approach to microcredit is based on a trian-
gular model where: (i) a volunteer organisation
undertakes the analysis of loan applications,
assesses client creditworthiness and tutors
the client during loan application and repay-
ment; (ii) a foundation establishes a guarantee
fund to cover credit risk; and, (i) a bank dis-
burses loans and cooperates in the provision
of microcredit services. PerMicro, unlike these
programmes, runs the whole process by itself:
collects applications, selects eligible ones, ver-
ifies feasibility of project and creditworthiness
of client, and assumes the whole credit risk.
Network credit: to contain credit risk PerMi-
cro operates in collaboration with “social”
networks such as ethnic communities, devel-
opment agencies, cooperatives and parishes.
However only a “moral” guarantee is required
from the applicants’ network. These networks
act as a pre-selecting filter of clients based on
their knowledge of clients’ reliability. In addi-
tion they guarantee client follow-up during re-
payment and start—up of activity.

Team: PerMicro’s team is made up of full-time
professionals.

Standardised procedures: internal proce-
dures are defined and standardised. Each
branch office has a Branch Manual compris-
ing modules and processes defined centrally.
In addition the institution constantly moni-
tors its operational efficiency (time elapsed
for loan disbursement) effectiveness, results
achieved, and social impact.

Credit scoring and client management: PerMi-
cro is in the process of creating a system of
credit scoring and client management to be
operationalised at branch level.

Sustainability

Achieving self-sustainability is PerMicro’s main
aim at the moment. Indexes of sustainability
are shown and trends analysed. Projections
show that operational self-sufficiency will be
achieved within the fourth year of activity while
financial self-sufficiency will be achieved by the
fifth year. A growth strategy is described. Territo-
rial development and standardised procedures,
the offer of a wide range of other products and
services (emergency loans, insurances, mort-
gages, legal assistance services) are identified
as strategies to achieve sustainability.

Financial Achievements

Dec 08 Mar 09
Portfolio at Risk ] o
(PAR30) 2,7% 3.5%
I_Dortfollo L "
in Arrears
Write-off Ratio: 0 ;
Staff
Productivity Q0 15
Operational 0
Self-Sufficiency 40.09%

Impact

Depth of outreach? of PerMicro is calculated to
be approximately 30%. In 2008 PerMicro has
provided 81 loans to families and 41 to enter-
prises. PerMicro developed an evaluation ques-
tionnaire for clients consisting of 45 questions to
be answered before and after the loan. This will
be used to evaluate social impact. However the
experience is very recent and it is still too early
to judge its impact.

Outreach Achievements

Dec 08 Mar 09
Active Clients 122 169
fﬁ\)/sr:aglie €6.437,70 €£6.338,85
Portfolio €785.400 €1.071.265
No. of Branches 4 10
Staff 9 14

? Depth of Outreach = average loan size as a percentage of
GNP per capita.
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Acronyms & Abbreviations

ACAF
Adie
ASCAs
ATAS Onlus
CEO

EFSE
EFSE
EFTA/EEA
EMN

EU

FAER IFN SA
FEA

FSAs

ILO

IT
JASMINE
KDA

KFS

MAG
MFls

MIS

NGO
Phare
SME
USAID

Assaciation for Self Financed Communities

Association pour le droit a 'initiative économique
Accumulating Savings and Credit Associations
Assaciazione Trentina Accoglienza Stranieri Onlus

Chief Executive Officer

European Fund for Southeast Europe

European Fund for South-East Europe

European Free Trade Association/European Economic Area
European Microfinance Network

European Union

Societatea de Finantare Rurala

Fejér Enterprise Agency

Financial Service Associations

International Labour Organization

Information technology

Joint Action to support microfinance institutions in Europe
K-Rep Development Agency

K-Rep Fedha Services Limited

Societa Mutua per I'Autogestione

Microfinance Institutions

Management Information System

Non-governmental Organisation

Poland and Hungary Assistance for the Restructuring of the Economy
Small and medium enterprises

United States Agency for International Development
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