Phone conversation between CUMO (Ezikiel Phiri, CEO) and GiveWell (Natalie Stone) on August 5, 2010

GiveWell: How is CUMO's on time repayment rate calculated? 
CUMO: The on time repayment rate is 100% minus PAR>14 days. Loans that are less than 14 days overdue are not taken out of the repayment rate. We don't calculate a collection rate, because the PAR is more conservative. 

In one year, we disburse 6 times what is outstanding at any point in time. We have never rescheduled any loans.

You can tell if an MFI's repayment history is good, because you see the balance sheet growing. Our balance sheet has been growing.

GiveWell: The M-CRIL assessment noted that clients are required to buy passbooks. What is the cost of these passbooks and how often do clients have to buy them? Are there any other costs? 

CUMO: The passbooks are 70 Kwacha each and each client has one passbook that lasts for about 2 years. In addition, because the electoral commission stopped issuing identification cards, 3 people from each group must go out and get new ID cards, which require the purchase of photos. Penalty charges for late payments within the loan term are 50 Kwacha per debtor group per day after a certain number of days late.

The country has passed a new microfinance law that requires each institution to clearly indicate costs to customers in writing and on public display. Customers receive this information from loan officers. Our rate of interest has been submitted to the Malawi Microfinance Network. We send them our portfolio data on quarterly basis. 

GiveWell: I saw that MFTransparency has begun to collect data from MFIs in Malawi. Is CUMO planning to submit information to MFTransparency? 
CUMO: I haven't heard of that project.

GiveWell: How does CUMO define a drop out? Can CUMO share full reports on why clients drop out for 2005-2007? 
CUMO: A drop out is a client who completes a loan cycle and does not participate in next loan cycle. I would guess that for a client in arrears, s/he is considered a client until the loan is written off. 

Unfortunately, we have not been able to find 2005-2007 reports, as we have changed computers recently.

GiveWell: How did the intensified arrears collection work earlier this year? 

CUMO: Arrears collections happened and the report for June shows that our portfolio at risk has been reduced. I can send you the report from June. Under our system, clients are not harassed by loan because it is the group that is responsible for collecting repayments. Our system is supposed to be cash-less. Clients transact with us through bank. We tell clients that if they don't repay, they might be blacklisted, and since these loans are group based, we tell group members that if their members don't repay they won't be able to get new loans. 

There were a number of events in 2009 that prevented collection. Government set up a policy where farmers couldn't access buyers. This year the crop has been good and farmers have been able to sell their produce. We have also disbursed slightly more loans this year than we did last year, which decreases the portfolio at risk rate.  
GiveWell: The M-CRIL assessment notes that CUMO has large cash reserves. Can CUMO productively use additional donations in the next year and for what? How much in additional donations could CUMO productively use?

CUMO: Our cash reserves are now only about the same size as our portfolio and decreasing. If we continued doing just the type of loans we are currently doing, we will be OK, but there is a need in the places we work for longer loans, which would require additional funding. We also would like to provide loans for projects such as increasing access to drinking water. We have a training center to encourage rural people to go into non-traditional businesses, which could also use funding. 

I don't have an estimate now about how much we could use for these programs but I'll know this in October.
