











Microcredit Foundation Horizonti

Below, Horizonti client: Bistrica Jordanovska
selling vegetables on the green market in Skopje.
Bottom, Horizonti staff on the retreat in Stuga

Institutional Profile

History

Horizonti was created in January 2000 as a microfinance programme of Catholic Relief Serv-
ices-USCC in Macedonia and in July 2005 the programme was spun off from CRS by regis-
tering a local NGO (Foundation). Horizonti’s mission is to provide sustained and continuous
access to financial services to the low-income economically active population in Macedonia,
primarily women-entrepreneurs, representatives of the socially excluded and marginalized

groups, in order to support and develop small businesses, thus creating new jobs and improv-
ing the quality of life.

Structure

Horizonti provides its services through eight branch offices located in the larger cities in the coun-

try, with the Head Office based in Skopje. The institution has 39 staff members, of which nine rep-

resent the senior management and administration and the rest are branch staff including branch
managers, loan officers (total of 20) and branch support staff.

Governance Structure

Horizonti is an institution with a strong commitment to achieving social
goals and creating a positive impact for its clients. The organization is
strongly oriented to understanding clients’ needs and preferences. The

Board of Directors is composed of five independent individuals nominated
by the founder (CRS/Macedonia).

Target Clients and Operational Area

Horizonti clients are women with limited or no access to financial
services. In terms of location, urban clients are mainly people with
small businesses in the retail, services and small production sectors
while rural clients are individual farmers with small farming activities,
cattle-breeding and crop production. In terms of business status, only
50% of Horizonti clients, excluding the farmers, have registered busi-
nesses according to the existing laws in Macedonia. This is not the

case for Roma clients where approximately 90% of the businesses
are non-registered.

Products and Services

Horizonti financial services are business loans to microentrepreneurs
for working capital and purchase of fixed assets, and small housing
loans for reconstruction and repairs. The loan amount ranges from
€250 up to €4,500 and the loan period from 12 to 36 months. In terms
of methodology, it uses group and individual loans depending on the
client’s required loan amount and social status. Group lending is very
common for poorer and disadvantaged clients such as the Roma popu-
lation and small rural farmers. In addition, through joint ventures with
local partners, Horizonti provides non-financial services to its clients in
the areas of business development and financial literacy.
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Loan officers working with clients
in Horizonti's office

Funding Sources
Horizonti has launched its microfinance programmes with the support

of Catholic Relief Service-USCC. The funding sources, as of December
2010, consisted of grants of around €1.9 million provided during the
period 2000-2005, and debt obligations for financing the loan portfolio

in an amount of €1.8 million as follows:

Grants m Caritas Norway — €1.1 mil
m (atholic Relief Services — €400,000
= QOpen Society Institute (0SI) and CEB — €400,000

Debt Financing ™ €500,000 commercial loans from local banks

= £600,000 soft loans (concessional rate) from
local development organizations

® £700,000 soft loan (concessional rate)
from SEDF.

Horizonti client: Jagoda Despotovska working
with small production of sweets in Skopje

Client success story: Dzemailj family
Artmes Dzemaili has been with Horizonti sinc

Currently the family is using parallel loans from t

. ) wo different credit i i
€300 that is the sixth loan since they began wit tlines, one business loan for a small amount of

h Horizonti, and the housing loan mentioned above
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Microcredit Foundation Horizonti

Selection criteria

Innovation

The main innovative component is the partnership approach which enables
a reduction in the risk of issuing not-for-profit loans taking into account
Habitat's technical capacities, and a mutual learning between the two
partners. Moreover, unlike the Horizonti business products, the housing
loan applications are analyzed and approved by a joint Credit Committee
consisting of both partners’ representatives. Another innovative compo-
nent is a cost-free service for the design of construction plans based on
client needs and the supply of construction advice.

Sustainability

The sustainability of the project is defined by the depth of outreach (100
new families per year) and the financial sustainability (< 5% loan losses
per year), two indicators set by the partners to balance social versus fi-
nancial achievements. During the three and a half years of the project, 251
loans have been disbursed and the average loan losses per year have been
1.92%, which is below target. Projections of growth for 2011 include dis-
bursement of 160 new housing loans, as a result of the increased demand
for housing loans that is coming from the field.

Financial Achievements

Dec 08 Dec 09 Dec 10
Portfolio at Risk 7.75% 15.60% 13.90%
Write-off Ratio 1.98% 2.30% 4.50%
Portfolio Yield 28.57% 23.77% 23.95%
Debt to Equity Ratio 1.07 0.95 0.87
Operating Expense Ratio 19.41% 19.56% 18.15%
Cost per Borrower €141.00 €126.00 £165.00
Staff Productivity 157.00 155.00 158.00
Return on Equity 2.49% 2.40% -1.80%
Return on Assets 1.35% 1.20% -0.90%
Operational Self-Sufficiency 106.00% 102.00% 97.00%

Impact— Qutreach

From the beginning until 31 December 2010, the project served 251
households (1,500 household members as indirect beneficiaries). The
beneficiaries are 100% women and 85% from Roma minority groups,
mainly illiterate or with incomplete primary education. The average loan
size is €1,720. The positive impact of the program is the general im-
provement in living conditions visible through the completed reconstruc-
tion of the clients” houses, and also the increased awareness among the
targeted population of the importance of having appropriate houses. As
an indirect impact, the housing loan adds value to the beneficiaries’ busi-
nesses taking into consideration the fact that many Roma people gener-
ate income from small businesses run from their homes or alternatively
use part of their homes as production space or storage.

Outreach Achievements

Dec 08 Dec 09 Dec 10
Active Borrowers 2,976 3,044 2,979
Women 100% 100% 100%
Migrants, Minorities 38% 39% 39%
Youth 14% 14% 14%
Below Poverty Line na. na. na.
Average Disbursed Loans €1,105 €1,091 £€1,183
Portfolio €2,465,836  €2,729,508  €2,767,028
Number of Branches 8 8 8
Staff 39 39 37
Loan Officers 19 20 19
Drop out Ratio 16.8% 17.7% 14.8%

Replication

From an MFI perspective, the key factors for successful replication of the
approach are: establishing a partnership with a local housing organiza-
tion if the MFI lacks technical knowledge and experience in the housing
area; conducting a comprehensive client needs and financial assessment
in order to identify housing needs and the client’s indebtedness capac-
ity; promoting the importance of affordable housing in the community
and increasing population awareness of the long-term benefits from this
investment; using the housing partner’s resources for training Loan Offic-
ers in general housing characteristics and how this product differs from
a business loan; exploring the opportunity of finding a guarantee fund
as a third party in the partnership if the client’s indebtedness capacity is
very low; planning for a pilot project in a specific area/target group for
six months and evaluating the results.
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MIKROKREDITNA FONDACIJA

Partner Microcredit Foundation

Project Name
Rural Employment Generation Activity (REGA).

Initiative Presented for the Award

The proposed initiative refers to the Rural Employment Generation Activity
(REGA), a five-year project started in cooperation with USAID in December
2008 with the aim of generating rural employment and increasing soft fruit
(cherry, sour cherry, raspberry, blueberry and blackberry) production in the
whole of Bosnia and Herzegovina. The beneficiaries are part of Partner’s gen-
eral target population with special focus on individual farmers with technical
capacities and willingness to adopt new practices in agriculture. The loan
product (“Fruit Loan”) is a commodity loan with below market interest rate
(6.99%) and a grace period of up to 36 months, with direct delivery to farm-
ers of tested seedlings and water irrigation systems, while the loan amount
Is paid directly to the selected suppliers. The financial product is combined
with professional technical assistance and other non-financial benefits: find-
ing outlets for the products; linkage with buyers, processors and farm coop-
eratives; technical assistance during the implementation of the project; soil
analyses; tested and certified seedlings, and financial education.

Type of organization: ... Non-profit Foundation
LOCATION: ..o Bosnia and Herzegovina
FOUNAEA TN 1988
MF products offered:....................... Business loans, loans for housing
................................................................ and improvement of household income
POt OlI0: €48,394,482.13
AV, LOAN SIZ8: . oo €1,406.15
% of portfolio t0 WOMEN: ... 42.04%
www.partner.ba
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Partner Microcredit Foundation

Institutional Profile

History

Operations began in April 1997 when the European branch of Mercy Corps entered into an

Agency Agreement with the Local Initiatives Department (LOIN). After the signing of this agree-

ment, Mercy Corps established the Economic Development Department in Bosnia and Herze-

govina, which was registered as a local microcredit organization on 11 December 2000. In 2006,
Partner technical assistant realizing Partner was transformed into a microcredit foundation with the aim of providing accessible fi-
tests and controls in a client’s land nancial services to micro-entrepreneurs and the population, with a focus on rural areas, in order
to stimulate an improvement in the standard of living and contribute to increasing
the employment rate throughout Bosnia and Herzegovina.

Structure

Functions of internal audit, finance, accounting, planning and analysis, legal aid,
credit administration and credit risk, HR issues, marketing, administration, IS and
IT are fully centralised in the main office in Tuzla, while the credit operations are
managed through the 56 branch offices spread throughout the whole of Bosnia and
Herzegovina. In total, Partner has 261 employees of which 137 are loan officers.

Governance Structure

The Management Board, which coordinates all the activities in accordance with
the Statute, is composed of five members: one Mercy Corps representative, two
foreign citizens (one from Microfinance Centre Warsaw and another from the
UN) and two BiH citizens.

Target Clients and Operational Area
Partner’s target group is represented by low-income (58.45% live below the
national poverty line) economically active microentrepreneurs and house-
holds, with difficult or no access to commercial sources of funds, involved
mainly in agriculture, trade, services and production. An analysis of Part-
ner's portfolio at December 2010 shows that, out of the total number of
disbursed loans, 77.13% were disbursed to rural clients, 42.04% to women
and 16.28% to migrants or ethnic minorities.

The target group suitability criteria were defined as follows: the value
of initial business capital must not exceed €10,225 (BAM 20,000); the
income per household member must not exceed €179 (BAM 350) and
the number of persons employed in the business must not exceed four,
including the client.

Products and Services

Partner provides microloans exclusively, using the individual lending
methodology. Its focus is on loans for business purposes (agriculture,
entrepreneurship, trade, services production, etc.) along with a limited

Partner client: Zlatko Lucic - honey production number of loans for housing and non-earmarked loans for the improve-

ment of living conditions. Beside the regular loans, Partner has a few
loans that are completely client-oriented, such as: Loans with a Life
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Insurance Policy (where clients can use the insurance policy as collateral),  Strawberry fair in Celic 2006

Youth Loans (a special loan designed for youth with complimentary business
training) and different commodity loans for business tools and equipment based
on cooperative agreements with local suppliers.

Within its overall client-oriented approach, Partner is providing different relevant
business development services such as, for example: the mentorship services to
young clients (18.87% of Partner’s clients); client education through brochures
and programmes of financial education, especially devoted to preventing client
over indebtedness; provision of technical assistance services, primarily to clients
involved in agriculture (soil analyses, planning and installation of irrigation sys-
tems, delivery and planting of seedlings, monitoring the growing process and
regular checkups on safe pesticide use, etc.).

Funding sources

As at 31 December 2010, Partner had capital of 41 million BAM
at its disposal, of which 8 million was grant capital. Based on the
credit agreements signed, Partner has 85 million BAM in credit
obligations. From 1 January 2010 to 31 December 2010, Partner
Microcredit Foundation disbursed a total of 19,967 loans amount-

ing to BAM 55,513,431.

| 8

Partner client: Stevo Milicic - agricultural producer

about 1,500 euros.

sltevo i$ now a successfyl agricultural producer, with
es. As Stevo said, he, his wife and three children r

having a safe income. In the end, Stevo cited the fa
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Partner Microcredit Foundation

Selection criteria

Innovation

The main innovative factors of the REGA project are: 1) development of
market linkages - Partner identifies and signs contracts with fruit buyers;
2) inclusion of environmental aspects - Partner conducts environmental
screening and farmers sign an environmental compliance agreement and
attend a training in Good Agricultural Practices; 3) provision of training
and technical assistance - Partner employs four full-time technical consult-
ants specialized in agriculture; 4) being a commodity loan, the “Fruit Loan”
limits the possibility of using the loan amount for other purposes - Partner
also identifies suppliers with domestically grown certified and tested seed-
lings; 5) compulsory two-day financial literacy training for all beneficiaries,
and facilitation of exchange visits. Finally, prior to the REGA project, the
population collected only wild blueberries while the project is pioneering
in growing American high-bush blueberries.

Sustainability

During the entire project period, Partner forecast a total profit of €158,056
(total costs = €349,651; total income = €507,707). Currently, out of a to-
tal of 351 active loans, only two loans are in default which means a PAR
of 0.59%. This positive result is also due to the specificity of the project:
Partner facilitates the whole cycle from the beginning to the placement of
products; Technical Advisers for Agriculture and Loan Officers have clear
and different roles; the loan amount is transferred directly to selected sup-
pliers who deliver seedlings and irrigation systems to clients (commod-
ity loan scheme); Partner’s staff regularly visit beneficiaries and provide
advice while the Team of Trainers provides financial education; the buyers
and fruit processors (identified and contracted by Partner) resell or export
the fruit and pay the farmers who successfully repay loans, and plan the
expansion of fruit production.

Financial Achievements

Dec 08 Dec 09 Dec 10
Portfolio at Risk 1.56% 4.70% 3.10%
Write-off Ratio 1.00% 4.84% 7.00%
Portfolio Yield 19.55% 19.03% 19.00%
Debt to Equity Ratio 3.77 3.29 2.10
Operating Expense Ratio 7.06% 7.60% 10.00%
Cost per Borrower €174 €208 €301
Staff Productivity 261.69 184.36 156.53
Return on Equity 18.44% -8.23% 0.00%
Return on Assets 371% -1.87% 0.00%
Operational Self-Sufficiency 136.72% 94.70% 100.00%

Impact— Qutreach

Partner disbursed 372 loans for a total amount of €539,763.74 (average
loan size: €1,450.97 - average loan term: 43 months). Up to December
2010, around 730 dunums of land were planted with soft fruit. Expected
income after the first harvest of soft fruit is approximately €1,601,578.36.
At present, 93% of users are rural clients with an average income per
household member of €149.29. By this initiative, Partner enables clients
to increase the possibility of self-employment, increase their household
income, have access to loan resources for soft fruit cultivation, improve
their living standards, gain knowledge of soft fruit cultivation, become
competitive on the EU market and, the most important, to link farmers
with buyers and farm cooperatives.

Outreach Achievements

Dec 08 Dec 09 Dec 10
Active Borrowers 63,593 54,572 40,854
Women 42.44% 42.73% 42.04%
Migrants, Minorities 17.97% 17.72% 16.28%
Youth 23.03% 20.72% 18.87%
Below Poverty Line 90.05% 92.43% 58.45%
Average Disbursed Loans €1,418 €1,220 €1,406

Portfolio €93,421,598 €68,629,115 €48,394,482
Number of Branches 49 59 56
Staff 243 296 261
Loan Officers 183 160 137

Drop out ratio 67.34% 50.26% 64.74%

National poverty line is below €197/year

Replication

The initiative has a very good future in rural development. The main aspects
for positive replication are: 1) essential to employ at least one technical ad-
viser for monitoring the process and for questions and counselling; 2) desir-
able to find grant assets to subsidize the interest rate, since only a below
market price is acceptable for agriculture; 3) recommended to develop an
internal team of trainers that can deliver financial education training; 4) such
a project can be set up within a year, after thorough market research and
identification of potential partners.
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PerMicro SpA

Project Name
PerMicro — Microcredit in Italy.

Initiative Presented for the Award

The proposal concerns the PerMicro operational model and procedures
and the institutional development during its three years of activity. In fact,
PerMicro has developed an operational model whereby the institution
takes on all the activities generally carried out by different bodies (a vol-
untary group, a foundation and a bank) assuming totally the credit risk and
assisting its clients until the complete repayment of the microcredit.

Type of organization: Non-bank Financial Intermediary
Location: ltaly
Founded in: 2007
MF products offered: Microcredit
Portfolio: €5,271,879 (from 2007 to 2010)
Av. Loan size: €7,402 (microcredit for enterprises)

€4,310 (microcredit for families)
% of portfolio to women: 51.06%

WWW.PErmicro.it




PerMicro SpA

PerMicro CEQ explaining during the exchange
visit from NEEM Sweeden (July 2010)

PerMicro staff

Institutional Profile

History

PerMicro started its activities in 2007 and in March 2009 obtained the authorization from the ltal-
ian Central Bank to deliver microcredits to its clients, thus becoming legally a non-bank financial
intermediary. The founder of the institution is the current CEO. He wanted to create an institution
that would provide loans and bear the total credit risk, which was then an innovative approach in the
[talian microfinance sector. His idea was supported by two partners, Fondazione Paideia (a founda-
tion operating in the area of social welfare) and Oltre Venture (the first Italian social venture capital
company), and was later supported by UBI Bank and Fondazione Sviluppo e Crescita — CRT.

Structure

The PerMicro organizational structure is characterized by a distribution of
functions divided within four areas of responsibility: product (including the
internal recovery operator responsible for the first phase of the new extrajudi-
cial recovery system), development, administration & control, and marketing.

The institution staff is made up of 31 full-time professionals, 19 of which are
in local branches.

Governance Structure

Pursuing a specific social objective using an almost market operational
model, the PerMicro board of directors is presided by an entrepreneur with
broad experience in banking and consumer credit. The CEQ is an expert in
microcredit who has worked on microcredit projects on behalf of Banca
Etica, Mag 2 and Fondazione Paideia.

Target Clients and Operational Area

Based on its mission to contribute to the financial inclusion of the most
vulnerable parts of society, especially immigrants, PerMicro started oper-
ating in the multiethnic neighbourhoods of Turin and afterwards expand-
ed to the national level by opening a series of territorial branches (10
branches in nine Italian cities). These are located in Turin (two branches),
Milan, Brescia, Padua, Genoa, Florence, Bologna, Rome and Pescara. In
the second half of 2011, new offices are planned to be opened.

Products and Services

PerMicro offers three products:

B Microcredits for enterprises for the start-up or development of micro
business activities. The microloan is up to €25,000 with an interest
rate ranging from 9% to 12%. Complementary services: accompanying
the applicant in preparing a business plan for the activity and support
and monitoring of the client’s business itinerary throughout the entire
duration of the loan.

B Microcredit for families for financial emergencies involving home, health,
waork, or education. The microloan is up to €10,000 with an interest rate
ranging from8% to 11%. Complementary services: accompanying the
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PerMicro client - shoemaker

applicant in defining the repayment plan, education on the topic of
credit, support and counselling.

® Micro-insurance: a credit protection insurance to be linked to
microcredit.

PerMicro requires moral guarantees from clients’ networks or
personal guarantees when there is not a reference network
available.

Funding sources

The initial share capital of 600,000 euros provided by the
founders (Fondazione Paideia and Oltre Venture) was later
increased up to four million by the entrance of new share-
holders: UBI Bank, a banking group; Fondazione Sviluppo e
Crescita—CRT, a venture philanthropy organization; Phitrust
Active Investors, a French asset management company
which develops shareholder engagement strategies to pro-
mote good corporate governance practices; EIF (European
Investment Fund), EIB Group’s specialist provider of risk
finance for small and medium-sized enterprises (SME)
across Europe; and some private investors.

PerMicro client - phone center

Bucan Radu Costantin, Romanian food shop
Bucan Radu Constantin moved to It
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PerMicro SpA

Selection criteria

Innovation

Compared to other experiences carried out in ltaly, the innovative elements
of the PerMicro microfinance activity model are: 1) “3 in 1" operational
model — PerMicro takes on the entire responsibility for risk of insolvency
and it commits to monitoring the progress of the activity and to accom-
panying the client throughout the whole duration of the loan; 2) Network
Credit — in order to contain risk and in the absence of collateral from cli-
ents, the beneficiaries must belong to formal/informal reference networks
(associations, ethnic communities, development agencies, parishes, coop-
eratives, etc.) which act as a filter; 3) A team of 31 full-time professionals,
19 of which are in local branches; 4) Credit scoring system, developed in
November 2010, is based on both statistical elements and judgemental
assessments using three different modules (sociodemo/income module,
social network module, credit bureau score module); 5) Client orientation
— for example, through the development of legal assistance services or
Islamic finance products.

Sustainability

Today, operational and financial self-sufficiency represent the principal ob-
jectives for the institution. At the end of the third year of activity, PerMicro
faced a lack of revenues compared to the costs sustained which reduced
both indicators (0SS 2010=26.5%; FSS 2010=14.2%). PerMicro forecasts
that it will achieve operational self-sufficiency during its sixth year and fi-
nancial self-sufficiency at the beginning of the seventh year. Nevertheless,
due to the economic impact of the costs of selecting and accompanying
microentrepreneurs, PerMicro is enlarging the range of products following
a model of cross-selling.

Financial Achievements

Dec 08 Dec 09 Dec 10
Portfolio at Risk 2.70% 12.79% 14.00%
Write-off Ratio na. 0.69% 2.60%
Portfolio Yield 24.43% 16.71% 22.99%
Debt to Equity Ratio 0.96 0.75 0.68
Operating Expense Ratio na. 35.22% 50.49%
Cost per Borrower €2,159 €2,600 €2,317
Staff Productivity 51 33 34
Return on Equity -21.95% -25.18% -31.53%
Return on Assets -20.35% -13.66% -21.56%
Operational Self-Sufficiency 40.00% 62.30% 26.50%

Impact— Qutreach

PerMicro has provided 1,055 microcredits in total and specifically:

= 225 microcredits for enterprises (3% of the requests received) mainly to
immigrants (84%), men (61%) and those older than 35 years (60%). The
microloan is used primarily for developing enterprises (52%) and start-
up business (37%) especially in the itinerant trade sector.

830 microcredits for families (26% of the requests received) to bene-
ficiaries mainly from The Philippines (24%) and Italy (20%), and main-
ly women (55%). The microloan is used primarily for home expenses
(46%) and family expenses (18%).

Outreach Achievements

Dec 08 Dec 09 Dec 10
Active Borrowers 122 298 835
Women 47.05% 46.09% 51.06%
Migrants, Minorities 65.54% 81.41% 80.12%
Youth 14.28% 33.82% 38.32%
Below Poverty Line na. na. n.a.
Average Disbursed Loans €6,589 €5,539 €4,487
Portfolio €764,298 €1512,092  €2,696,962
Number of Branches 3 10 10
Staff 10 20 31
Loan Officers 3 11 19
Drop out Ratio na. 1% 4%

Replication

Today, PerMicro ranks as the first Italian microfinance institution by number
of microcredits granted and capital disbursed. Thanks to its territorial dif-
fusion, it is able to reach an increasing demand at the national level. The
team is highly qualified and really believes in its mission. Although Per-
Micro reports directly to the Italian Central Bank, it keeps the uniqueness
of its social mission and social workability, strengthening the relationship
with all its clients based on confidence. Durability and sustainability, pro-
fessionalism and client proximity together with the goal of social inclusion
are the pillars of its work.
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This book presents the summaries of the five experiences judged to be the best among the candidates for the third edition of the Giordano Dell’Amore
Microfinance Good Practices Europe Award created in collaboration with the European Microfinance Network. It presents also the account of activi-
ties of last year's winner during the period subsequent to the awarding of the prize.

The aim of the award is not just to identify excellence in the field, but also to open up a debate and encourage discussion, enabling closer examination
of the methodologies, analyzing context and partners involved, tools and social impact of microfinance in Europe.

The Award focuses on four principal aspects corresponding to the criteria chosen for the evaluation of the applications:

= the innovative character of the experiences submitted;

= the mechanisms provided to assure the sustainability of the microfinance services offered;

= the actual and potential impact of the microfinance initiative with specific focus on poor and marginalized people;

= the replication process, namely the way in which the initiative submitted could be replicated in different contexts to solve the same kind of problems.

In accordance with the 2011 EMN Annual Conference focus, the 2011 Award has paid particular attention to those initiatives that integrate Business
Development Services and financial services.

In this document we present the activities of those European microfinance institutions that cater to people who are traditionally socially and financially
excluded, a condition of disadvantage increasingly common even in countries considered rich. These microfinance institutions give these people an
opportunity to access economic initiative.

Realized with the institutional support of

fondazione
cariplo




