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Synopsis

Ajiwika is almost one and a half year old. Scale of operations s
small to achieve the The
pcrfonﬁnncc on reasonable.  The
management systems have performed moderately and there s
scope for improvement with respect to MIS and the nternal
controls. The financial performance of Ajtwika has been modcerate
and needs to be monitored to make any definite conclusions about
the long term profitability.

operational  sustainabiluy - level.

governance  has  been

The organisation has a good portfolio quality. The weak capttal
adequacy is an immediate cause for concern. The organisation has
experienced and qualified management personnel. However, expert
puidance would be required to tmprove the systems and stall
capacity to desirable levels.

A rating update after one yeag is suggested to ascertam chanpes m
the creditworthiness and absorptive potential of the mstitution,
This rating 1s valid, subject 1o no other substantial intlows of loan
funds into the organisation l)c'\"ond the limus speaified here and 1o
no other significant changes the organisatomnal structure and
external operating environment.

Highlights

POSITIVE ,

e lLong vears of experience in the ficld; thus good chent
knowledge and relationship

o Pocussed operatons

e Qualificd managerial staff

e Good performance on fund mobilisation

NEGATIVE
e Limited microtinance experience of Board and the statf with
respect to direct on-lending
e \Weak MIS due to flawed implementation of the software
e Weak internal controls and overdues tracking
e Moderate accounting system and policies

e Weak Capital adequacy position

i association with MicroRate Wasiiington
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_Sources of funds

0 Commercial borrowing
0 Security deposits
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Long vears of experience in the field: The parent body -
Ajiwika, that is NEEDS has been involved in developmen:
interventions in the state for many vears and have developed goed
knowledge of the commuty. Ajiwika ts able to Jeverage on the
long years of experience and good will for sourcing clients and
subsequently credit appratsal.

Focussed operations: Ajiwika is solely carrying out direct on-
lending and is not involved with any other activity, to avold iosc
of focus. ’

Quualified managerial staff: The managerial stafl at Apwiki o
qualified and has good understanding of the current systems and
processes. Fxposure 1o best practices related to microfinance and
trainings are required to achieve optimum levels of pcril\rm;mcc
Good performance on fund mobilisation: Ajiwtka hasbeen
able 1o mobilise funds from many sources which s commendable.
However, in terms of volumes it is heavily dependent on one
lender (FWWB). Ajiwika is actively scouting for equity to bolster
its net-worth and also lending institutions to diversify its basket of
resources.

Limited microfinance experience of Board and the staff with
respect to direct on-lending: The direct on Jending operations
are recent at Ajiwika and none of the Board members and the
staff holds significant experience in managing, a large micrafinance
portfolio. This lack of inexperience is a weakness per se

Towever, Ajiwika does consult with experts in the ficld
microfinance and to some extent is able to courfter this weakness.
Weak MIS due to flawed implementation of the software:
Ajiwika has recently switched to new software. However, the
transition has been hasty and unplanned, leading to a weak MIN as
the new softwate 1§ generating erroncous reports and s not fully
rehable. ‘

Weak internal controls and overdues tracking: The routine
monitoring at Ajiwika is yet to become systemate and formalised.
The internal audit mechantsm is at a nascent stage and needs 1o
develop both in scope and rigour. The overdues tracking
mechanism, similarly, s not well laid out and formahsed. -
Moderate accounting policies: The accounting polictes at
Ajiwika have a scope for improvement, with respect to, loan loss
provisioning (in line with ageng) and income recognition, in order
to bhe able to reflect a correct picture of the organsational
sustainability.

Weak Capital adequacy position: The capital adequacy position
at Ajiwika is weak, with the CAR at 1.9% as on 31 Mar 2007, It
improved to 3.6%, as on 30 Sep 2007, subsequent 1o donated
equity contribution by the Board and the MBE. Further equity
mputs would be rcquircd to, take the net worth to a comiortable

l(.'\'('l.
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______ Performance Highlights

Category

Rating grade -

Governance & strategic posttioning
Organisation & Management

Financial performance
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Select indicators/ratios

Indicator/ratio “:March! .| September
L2007 (e 2007
1 Growth
Loans outstanding (R lakh) 165.2 248.3
Ourstanding borrowings (Rs lakh) 147.6 247.8
Active borrowers 2.395 3,603
Cumulative average loan size (Rs) 14,320 13831
2 Credit performance
Current repayment rate O8%n 9464 0!
Portfolio at risk (2230 days) 0.16"% 297"
|
¥ N R ’ fod 13}

1 Portfolio at risk (22260 days) i 0.15% 1.10%

| 3 Efficiency and profitability

]i Active chents per field staff 81 128

" Loans to total assets 92.7"% R7.3"%
Operating expense o 14.2%0 13.4%
Annual return onoassets -9 ST |
Operating, self-sufficiency 62.7%% 66.2"0
Financial self-sufticiency 59.0%0 65.1"0
Capital adequacy ratio

| 1.9% 3.6%

“Sabsequent o the rating, visit, Ajiwika hias reported that the current repayment rate tigure

correction i the MIS s 97 falso refer the section on MIS)

as reported atter

ajiwika(@yahoo.co.in
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T banking activitics (microfinance service providers). The i

. . . .

Fidia has one of mos extensive bankimg infrastructures in ’

informal institutions that undertake microfinance services
as their main activity being referred to as micro Finance
Institutions (mF°Is). Whilst both private and public
ownership can be found in the case of formal tinancal
mstitutions offering microfinance services, the mbls are

dheworld Plowever, millions of poor peaple m India do
not have aceess ro basic banking services ke savings and

credie hothe past, hoth public and private commercial

Lankeo india perecved roiral bankmg as a high-risk,

hieh-conr bhusiness e, a business with high transaction mainly found in the private sector.

costsand bigh Jevels of uncertainty. Rural borrowers, on

thar part, felt that banking procedures were cumbersome Types of mEls . : Estimated Legal status

and that banks were unwilling to give them credit. - - ll\;;" f ' e

. . . ot-for-profit mFIs

However, it was not untdl the carly 1980s, rhat the Indian " - prof mres ‘ e
L N L . NGO-mlTs 400-500 Socicties Registration et 18360 !

S ed the Ajiwika for microfinance 1o provide the

or similar Provincial \cts )
Indian Trust Aer, 1882
Non-profit companics i Seetion 25 of the Companmes
. Act, 19506

fal poorwnh savings and micro-credit services,

CQuick Facis

coral popuiation : L2 billion 2 Mutual Bencefit mFls T
PN per capira (HISS)2 720 Muotually-Arded 200 250 Mutaally \ided Cooporanve ‘]

Fopopuatation under £2/ day (Pppy 7940 [ (fnupm':‘m\'(: Socictics Societies Aet cnncted b N
Ford unemployment % uf Jabour forceyt R (MACS) and similarly Covernment i
o m"pupuln(iun with aceess to banking services? ; <3 setup institntions i |
Ve rag it { \.1”_’_09“' '5_11’.’07)"“,-__ OSSN S ___,_E_'}:/" 3 For Pr().l:u ;1.1-_[5 T o T
” Non-Banking Financial 10 Indian Companies \er, 1950 i
Companies (NBFCx) Reserve Bank of India \er, i
) corkdbank o Fabie 277 Poverty 1934 S |
g ' Total 700-800 :
PO e Lo s b G0 T, 7l'hr usumnl:'d number includes only those mPly, which are actuali T

! iy, TR of Monenasy Palics iy Crowth undertaking lending acuviry )
TSN PN Phc Todbos Bapenenee™ e Sourees

NABARD 2007, wawaw.nabard gy

G RBI, June 2006, Report on Vrend and Progress of Banking 15 Indw’

P b dare 19905 1he micrafipance business was boosted
B the smnovaive intives mken by non-government
microlinance msiiitions (MFls), and banks. They offered
micro-credit ne. credi provided to poor people for

Presently, there is no regulatory mechanism in place tor
mFls except for those that are registéred as NBFCs.

! NGO-mls, non-profit companies, and mutoal bene fit
sl and Disnens services and for self: employment mlls are regulated by the specific Act under which they
are registered and not by the Reserve Bank of India. s
such, they are not subjected to minimum capital require-
ments and other prudential norms. The capital
requirement for transformation into an NBE( 1s stringent
—minimum entry capital of Rs2 ¢rore (18803 million,,
maintenance of capital adequacy ot 12% and liquid assers
ot 15% on public deposits.

mral arcass Nevertheless, the extsting banking policies,
provedares and svstems mcluding deposit and loan

produces remamed untailored o the requirements of the
peois Phevsequired berter aceess 1o services and
veoduets rather than subsidized eredi Iy was, therefore,
recomnmended through the conclusions drawn in a study
D AR that abernative paolicies, systems and
procedures be put in place in order 1o boost the wrowth
of mucrotinance m India, In March 2006, the MI'T sector in India faced ditficulties
due to a hostile political situation in Andhra Pradesh (a

o tnpicmentaton of such measures, commercial state constdered to be the hub ol nucrtofinance activities

N . T ‘, o AT . » > M N N - N
sembled tonove e il areas, alber the i Indiaj. Several branches of two leading MIfs were
e iyeoe . ol PR AP Nt . . - . .
fe poor remamed low. To improve closed by local authorities in Krishna district due to g

! Cexting bankme network 1o the poor,
e Sl Help Group (SHG; - Bank Linkage Model was

|

!

!
Frooe e

conflict with these METs. The authorities also issucd

notices i the media, asking borrowers not to repay the
1 1992 10 Yactlitare cinpowerment of the poor, loans of MEIs. The adjoming districts of Gunrur, West

ke pursiing the macro cconenne objective of overall Godavari and Prakasam were also affected. Operations

ceonerate prowih were subsequently resumed, but the MEDs were asked 1o

) reduce mterest rates and to give an axsurance that clients
v :‘n Nk rnee HI-RI!‘..*‘Jll'lHH)!],\' m both l%)(‘ public sector would not be pressurised undnly for the recoveny of
G sedor eliorimcrotmance services m India, loans. Since then, there has been a substantial
v lnaons e bioadl caregorzed into o improvement of the overall scenario and the three biggrest N~

Cenoties, el formal insti .. X . o L
s e format mnsienons and mfornl MFIs of AP have attracted huge quantities of private

HERTE o fl s oy NCE ey Cc ‘: IR ‘.' °N : . Sy h - .
o B denmes cilegory comprises of Apex capital, especially from overseas. Since March 2007, these

three MFIs have received close to USS 50 million of

doprent Financal Insawitions, Conmereial Banks,
wonal sl Banks, and Cooperative Banks that cquity funding from both domestic and international
vroade microimance services i addition to their pgeneral N

nstitutions and funds, thus reinforcing the mvestor
confidence in the Indian microfinance domain,

Conre m-crilcom -4 - ajiwtka@yahoo.co.in
191 6432 2306815
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| Main [ndicators 31 Mar-07 30 Sep 07
Gross Loan Portfolio (Rs lakh) 165.2 2483
Number of Active Borrowers 2,395 3,603

P Asset Quality )
PDovttoboar Resk 230 dil.\‘si,"(‘xrn\‘s 1 oan Portfelio i 0.16%n 1.10%0
Porifoli e 1R 260 davsy, Gross Loan Pertiolio ‘ 0.15% 297"
Tovan Lowss Reserves Gross Parttolio § 3001 300"
Efficiency and Productivity * \

 Oiperatng Lspenses/Average Gross Loan Portfolio 14.2% . 1340 |
Cost per Borrower Rs) &19 601 ’
Vverape Oustanding Loan Stze (Rs) 6,707 06,892 1|
“sumber of Borrowers/ Field staff 81 128

L Number of Borrowers/ Total staff - L R0 \

Ajiwika Xoctery (hereafter relerred 1o as Ajiwika) is a
Section 25 company  engaged in direet on-lending
{microfinance) in four districts of Jharkhand and one

district in Bihar, Ajiwika was incorporated in July 2006

and is head quartered at Deaparh. The parent body of .

Apwika 15 NEEDS (Network for  Fnterprise
Fnhancement and Development Support). Tt s a not
{or profit organisation - registered as a Trust under the
Tndin Trust Act in the year 1997, NERED started its
sperations i November 1998 with the objective of
providing professional assistance 1o various NGOs
working m the Santhal Pargana reglon of Jharkhand.

Prom 2001 omwards it has started  implementing
development projects on its own. The organisation was
established at the mitative of the current lixecutive
Director (1515, My Murarn M Chaudbury.

NEEDS e since its incepuon, worked for ensuring
food and livelihood  security of - the poor wribal
populaion of Saathal Pargnar region of [harkhand. It
has smplemented several projects with grant support
froam Teading internanonal and national donor agencies.
NEEDS  sared  its mierolinance fdirecr lending)
progranme mjune 2005 and named it A jiwika',and ag
mentioned carlier this programme - was later
meorporated as o separaie Jepal centity in July 2000
Ajpnwika has s own infrastructure and human resources
and s more or Jessindependent of the  parent

oryantsalion.

Ajraika has a ~_member Board. The CLO, Mr Tanay
Chakravarty is the exccutive Board member. Mr Murari
Choudhury, the Fxecutive Dircctor of NIEEEDS, is also
on Board of Ajiwika. Both these Board members have
been selected as “Visionary Leaders” by David & Lucile
Packard Foundation. The other five Board members
hold diverse experience 1n the field of development,
banking and microfinance. NMr Sitaram Rao, who 1s a
!

penesayned expert e field of microfinance, s an

Lo to vtk

contactim-crl.con -
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At the time of rating visit, Ajiwika had 1 branch in the
Banka district of Bihar and 7 branches in Jharkhand.
As of 30 September, the borrower base was 3,603 and
the portfolio stood at Rs2.48 crore.

‘The organisation is led by the C1O. Mr Tanay
Chakravarty, who holds a degree in Law and also Rural
Management. He has long years of expericnce in
development at grassroots level. . Tie has facilitated the
formation of 9 district level women’s SHG tederation
and state level federal structure of Mabita Samakna in
Bihar and 6 hlock level women's SHG federation in

] harkhand. Ajiwika has a staff strength of 45 out ot
which 36 are field staff (including 8 BMs). The rest 9
are managerial and support statf. The Head Office has
4 Finance &Accounts department and an MIS
department. There is an Operations Manager and an
Internal Audit in-charge also stationed at the THOY,

For its microfinance opcmtilms. :\jl\\”ll\';\ has avatled

of loan funds from BASIX, FWWB, SIDBI, 1CICI
Bank and HDFC Bank.

Portfolio Growth Rate

%
Rs lakh
300 , 100
200 |
‘} - 50
100 + ‘
|
0 - % o

swesim (3r0ss Loan Portfolio ——e— Pertfolio Growtn Rate

ajiwika( yahoo.co.n
SO G432 2H68T5
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Microfinance policies

To stact with, Ajiwika lent to SHGs promoted by
NEEDS, PRADAN and few other NGOs. Though it
identifies individual members and thetr loan
requirements at the time of disbursement, it maintains
a smgle loan account of SHG as the borrower. Sinee
the current level of cconomic activity in the region is
Iow dending is done mainly Tor the setting up of new
svicro-enterprise or for agriculture under the
covelenment projects of the associated NGOs.

ae st one vear, Ajiwika has also started lending to
Cison order v prow faster. As of 31 March 2007,

A o i ourstanding porttolio was with the JLGs
Cdbonby i was with the SHGs,

Apevika has a well-documented and stractured process
of loan appraisal. Tt has a derailed rating 100} for STHGs
which 1s developed by Saadhan and BASIN. The ficld
officer receives the request for loan from the S 1Gs
and conducts the mnitial assessment at the same tme.
Viter this the oan application 1s translerred 1o the BM,
o visits the STHG and conducts a rating. The SHGs
winch alear the ring fachieving at least 70% points)
are called o the branch otfice, where they are handed
over, the loan amount in cheque/cash and a schedule
{or repayment. Repayments, in cash, are collected by
the field officers as per the loan repayment schedule in
the monthly mectings of the SHGs. For tepeat loan
dichursals to the SHG, repayment performance is the
a0 Criteria

Cor TLGe doan s disbursed afer 4 \\f('a‘l(l_\' meetngs,
Seequent o neniad assessment by the field officer and
Cvoecveriiication by the BML The disbursement takes
dree at the branch in cash and collection in done on
ceehly basrsm the hield

Deeelosn sancioning authority les with o committee at
doe O comprising of the CEO the Operatons

Ui en Slanaser Fioanee and the concerned Branch
|

G Hhe back acoonnt aperabing anthaornty lies

i

Vit ot U0 and one board mensher (N BMuarari

Chnudhaes ;-
Lo products

Crrapisation has the strnegy 1o give loan for existing,
micro-enterprise or for other livelibood activities like
apriculture. The orpanisation charges an interest of
187 per annum on reducing balance for SHGs and
24 for J1LGs. Apart from that, it charges an upfront
processing charge of 2.2% of the loan amount and
keeps 10% of the loan amount as sccurity deposit. The
charge of 2.2%0 s reinvested i the organisation as
donared equiry contribution by the MBTs (Mutual

Ben (i Vietst consisting of borrowers. A jiwika has

connictdmecnbcom

S (),—

Al
Septembe,

e e e e I
formed MIB1's of its clients to put in place a
mechanism for community participation. The normal
repayment period of a loan is one year; however the
same is subject to change depending upon the
cashflows of the clients. The cost of loan to the client
on a yearly loan is 27.4% per annum. The repayment

schedule is based on the livelihood activity for which

the loan is taken by the borrower. Flexible design of

loan products makes it difficult to calculate the' APR.

Most of the repayment schedules have a moratorium of

one to two months, repayment begins with smaller

astalments followed by the bigger ones and normal
:vment period is one year. ’

SG LG ‘.
i 12 months 24 months ‘;
rest rate 18.0% p.a. 2400%0 !
terese type Reducing i Reducing,
Uptront charpes 2.2% J 2.2%
Cash securnty 10%a —IH_“ S

Prepayment Alowed without penalty
-

Repayment For SHGs, repaviment begins with smalbice

instalments tollowed by the bigger onesg oo
J1.Gx, Fquated Monthly Instalments PN
All repayments made to statt in meenngs

Guarantee Demand promissory note by president,

seeretary & treasurer in case of SHGs and b
borrower and co-obligant i case of J1G tor
1

repayment responsibility i

At Ajiwika, the cumulative average disbursement at
Rs14,320 as on 31 Mar 2007, is relatively on the ngher
side. This is mnly because the organisation’s beliet
that the borrowers require a larger amount of monc
for income generation activities and credit ts not usctul
if it is not matched with the requirement. However, in
the last 6 months since the {inancial year end, the
cumulative average loan disbursement size has come
down to Rs13,831 and is expected 1o come further
down in future as Ajiwika focuses more on expanding
the borrower base.

-
Portfolio and Ave. Out. Loan Size
Rs lakh Rs
300 | . 7000
250-§ . 8800
200 i : 6600
150 + !
‘ i 6400
100 ¢ .
: :
50 - | 6200
[ H
o T . 6000

o * Gross Loan Portfolio

—e— Average Outstanding Loan Size per Active Borrower

\

ajiwika( yahoo.co.in
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Centre/Grameen model, Tt plans to collate the 11.Gs
into Centres in order 1o increase the productivity level.

Ajiwika docs ollect savings from it clients iwi ive |
jrvika docs ot U>1'<Q savIngs !u\;m s d}( nts. It Ajiwika has been proactive in recognising the
however, keeps o security deposit of 107 of the loan

productivity and cost-tntensiveness constraints of .G
model and is already taking action. Such initiative and
responsiveness reflects positively on the governance of
the organisation.

arnount as sccurity betfore disbhursement. This amount
15 etther returned alrer the loan is completely repaid or
15 adjusted with the last instalment. Apwika does not
pay any mterest on this deposit

Ajtwika is now largely independent of the parent body,
NEEDS. Ajiwika has its own dedicated resources.
Ajiwika is leveraging on the community mobilisation
that has been carried out by NEEDS over the vears.
However, it has a distinet recogntuon among the
clients. Ajiwika has a commercial orientation and has
developed a professional lender-borrower relation with
its clhient.

Insurance

Apnwika orfers loan-hinked msurance product o its
clicnts. Thisas done in collaboration with AVIVA. It is
also offering a Health insurance product {voluntary)
collaboranon with HDEFC Chubb. This has been
desgpned with the support of Healing Field
Foandanon.

Apwika has kept the design of its loan products tlexible
to the requirement of the projects. Normally the
products have a moratorium of one to two moaths and
repayment starts with smaller repayments. The normal

~  Govemance and strategic positioning

dlia Lias o sove smber Covermn e oy oy
Anwika has o seven member Governing Body (G13) repayment period is one vear. Though the Toan 1s

designed keeping in view the projects’ requirements,
the organisation has done well to make sure that the
moratorium period and the total loan period is not too
long to affect its cash flows. ‘

vhich mects about twice aovear. The members have
experience i the field of development, banking and
sucrofinance. Ajiwika has also appotinted Mr Sitaram
Rao, a renownaed expert in microfinance, as the advisor.
Orver the Tust one vear, it is also availing of the
consulting services of a microfinance consultaney tirm ) -

21 Hhe Board has also appomted a new st;nu'tory : Client Growth Rate %
auditor for Ajiwika, in Mr Nagarajan, from April 2007

Z
9]
]

w5 ; 100%
onwards. Mr Nagarajan holds extensive experience of T s .
) SR . ) . Q4 ! 80%
working with MEFIs in India. [n s prior avatar as a 2 "
Ty - 3 4
programme of NEEDS, Ajiwika has also benefited £ 3 | 60%
from the hand holding support of BASIN and capacity 3 ‘
o Ce . | a0%
butlding mpurs of SADITAN :
' 1 ¢ 20%
vprwika shows a reasonable perfornmange on 1 v
. 0 0%
vovernance with oograde of B4+ Toreflects long,
= capertence of the orgamsation i the region. Good
¢ i > e A Clive DOTIOWES v Totai mentines e A CTIVE DAL O A S Mt st

i!lli.'.lj,,{('-- '«\H'!': klumn'\g resonrce .i\u{('!l('\k':\' ;Hld
commercial lenders. Plowever, the organisation’s
performance s lunited by ns lack of experience in
microtmance and mainly by weakness m the MIS and Compeution
control mechanisims.

Ajiwika operates in an area where there is relatively low

Operational and growth stratepy level of compc(i[i(m. However, the numbers of METs

in Jharkhand and Bihar is steadilv increasimg. The big

Agivika started s microfimance (direct lending)
nraermme i July 2000, The purpose of this
PrOUIRIMNIe was to meet the credit regquirements ol the

s micro enterprises set ap under the development

projects implemented by NEEDS and some other
NGOS working i the region. The inital credit delivery
mechanism was restricted 1o SHGs. However, in order
o expand rapidly, Ajiwika adopted the J1LG model.
This change in strategy allowed Ajiwika to reach a
sipntficant scale of operations. At this stage, Ajiwika is
contemplating ch;m;_z,in‘j.; the J1.G model into

contactieme-cril.com -7 -

and stronger players viz, SK8, Bandhan and BASIN are
already functional. There are also local NBFCs (viv,
Vedika Financej doing bustess and many NGO-MMETs
have also started operations. In this context of
increasing cnfnpcrition. Ajtwika will have to be aware
and proactive.

h

Ajiwika cites it close client relationship, ability to reac
to relatively remote areas and higher loan sizes as a
strength vis-a-vis the competitors.

vahoo.co.in
LOT G432 23081







































