Email from CUMO (Ezikiel Phiri, CEO) to GiveWell, June 22, 2010
Dear M/s Natalie Stone,

Reference is made to your e-mail below through our Board Chairman, Mr. Samson Hailu. Please accept our apologies for not being able to receive the e-mails you were sending directly to us before. This was because of problems with our e-mail server.

We have arranged the information you requested as follows:

1.      Past Quarterly Reports

Please find attached quarterly performance indications from March 2008 to March 2010 as Cumo Documents 1.zip

2.      Details of Loan Product Detail

Ø Masika Loan – a Business Loan targeting small scale entrepreneurs

a) Loan term ranges from Four to Six months

b) Payment frequency is fortnightly and monthly if the average Loan size exceeds K7,500 at the option of the group members.

c) Interest rate charged ranges from 4.5 to 6% flat per month.

d) Upfront payment fee of 3% of the loan amount applied

e) 2% Funeral Benefit Insurance premium paid upfront

f) Collateral Savings equal to 5% of the loan have to be made upfront and are refundable to the borrower upon successful repayment of the loan. Collateral savings do not earn interest.

g) Voluntary Savings are made by the client before, during and after the loan period.

Ø Fumba  - an Agricultural input loan for existing Masika Borrowers

a) Loan term is Six months, usually disbursed between October and December each year for rain-fed agriculture but disbursed anytime of the year for irrigated farming.

b) Repayment is by one balloon payment or bullet payment at the end of the loan term. A recent modification to the repayment of Fumba loans allows for interest to be repaid during the first three months of the loan period and the principal to be repaid over the last three months of the loan term.

c) Interest rate charge is 5% flat per month for first time borrowers. Subsequent borrowing is at 4% flat per month.

d) Processing fees are 3% of the loan amount  payable upfront

e) A 2% Funeral Benefit Insurance premium is also payable upfront

f) Collateral Savings equal to 5% of the Loan are deposited with CUMO upfront. The savings are refunded upon full repayment of the Loan. Collateral Savings do not earn interest.

Ø Kasupe a Business loans targeting medium scale entrepreneurs

a) Loan term is between Four to Six months

b) Payment frequency is monthly payment

c) Interest rate charge ranges from 4% to 5% per month

d) Up front payment fee of 3% of the loan amount applied

e) 2% Funeral Benefit Insurance premium paid upfront.

f) Collateral Savings equal to 15% of the Loan are deposited with CUMO upfront. The savings are refunded upon full repayment of the Loan. Collateral Savings do not earn interest.

g) Voluntary Savings are made by the client before, during and after the loan period.

Ø Small Holder Tea Growers Product (STG or Mtenthandevu)

a) Loan term is Six months

b) Payment frequency is monthly deducted directly from the sale of green leaf.

c) Interest rate charge ranges from 4% flat per month

d) Up front payment fee of 3% of the loan amount applied

e) 2% Funeral Benefit Insurance premium paid up front.

f) Collateral Savings equal to 5% of the Loan are deposited with CUMO upfront. The savings are refunded upon full repayment of the Loan. Collateral Savings do not earn interest.

g) Voluntary Savings are made by the client before, during and after the loan period.

Please note that amounts outstanding for each loan product at the end of each period can be found in some of the quarterly reports.

3.      Dropout rate:

The client drop-out rate is calculated by counting the number of clients that dropped out during the period, dividing the result by number of clients the company had at the beginning of the period in question and multiplying the result by 100 to get a percentage.

4.       Reasons why clients drop out:

There are a number of reasons why clients decide to leave CUMO. The following are some of them:

a) Client’s poor business performance which leads to poor loan repayment. This used to be one of the most dominant reasons in the period before December 2009 because repayment capacity of a client was not being assessed in past loan applications. The company is currently assessing the client’s ability to repay by determining and anlysing the profitability of the client’s business before issuing a loan to a client.

b) Small loan amount (going to another MFI looking for a bigger loan). Until January, 2009, the maximum loan for new borrowers was K5,000 ($33). Many found the amount too small for the running of a meaningful business. CUMO has since raised the maximum loan new borrowers can take to K10,000 ($66).

c) Transfer to another area, usually to follow a spouse. This used to be a major problem when CUMO was operating only in Dedza and Ntcheu Districts. The company’s recent expansion to a total of 11 districts allows those that move to join CUMO groups in their new locations.

d) Clients accumulating enough capital to sustain their businesses. Where client businesses have grown substantially, the client has opted to become self financing.

e) Sickness or death of a client

5.   The 2008 M-CRIL social performance rating report not available on my

The report is attached as Cumo Document 2.zip for your records and reference.

Regards

Ezikiel

