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Shri Bishwajit Das,
Secretary
Belgiioria Janakalyan Samity
AE-592, Sector—1,
Salt Lake City,
Kolkata — 700064
April 03, 2017

Confidential
Dear Sir,

Comprehensive Micro Financing Institution (MFfl) Grading

Please refer to your request for Comprehensive MF! Grading of your organization.

1. Our Rating Committee has assigned a grading of ‘M4C2’ (M Four C Two) to your
organization. This signifies average capacity of the MF| to manage its operations
in a sustainable manner and good performance on code of conduct dimensions.

2. The rationale for the grading is enclosed as an Annexure - I.

3. Comprehensive MFI grading provides an opinion of CARE on MFI’s capacity to
carry out its micro finance operations in a sustainable manner and its adherence
to Industry code of conduct. It does not constitute a recommendation to buy,
hold or sell any financial instrument issued by the organization or to make loans/

donations/ grants to the said organization.

Thanking you,
Yours faithfully,
v/
. Tshosa omds
Pradip Singh ishan Marda
Analyst Manager

Encl. — As above
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Anncxure -1

Grading Report

Comprehensive MFI Grading

Belghoria Janakalyan Samity (BJS)
Comprchensive Grade Assigned: AM4C2
A

Date assigned: 37 March 2017

M4C2

Belghoria Janakalyan Samity {(BJS) has been assigned a comprchensive MFI grade of M4C2.
This signifies average capacity of the MFI to manage its operations in a sustainable manner
and good performance on code of conduct dimensions,

Grading Rationale

which signifies ‘average’ capacity of the organization
10 carry out its activities in a sustainable manner’. The
organization has sound management, good portfolio
quality, standard operating processes and management
information system but it has a relatively small sizc of
operations. Its loan portfolio is also concentrated in a
_limited geographical areca.
BIS has been assigned “C2” as its Code of Conduct
Assessment Grade which significs ‘good’ performance
on COCA dimensions.

Micrafinance Grading

Code of Conduct Assessment
Grade

Comprehensive MFI Grading provides opinion of the Rating Agency on MFI's capacity 1o
carry oul its microfinance operations in a sustainable manner and its adherence 1o Industry
code of conduct. MFI Grading has been done on the dimensions of Transparency, Scale of
Operations, Operational Setup and Sustainability. Assessment on Code of Conduci has been
done on the indicators pertaining to Transparency, Client Pretection, Governance,
Recriitment, Client Education, Feedback & Grievance Redressal and Data Sharing. Some
of these indicators have been categorized as Higher Order indicators consisting of indicators
on Intagrity and Ethical Behaviour and Sensitive Indicators.
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Conflict of Interest Declaration

CARE (inctuding its holding company and wholly owncd subsidiarics) has not been
involved in any assignment of advisory nature for a period of 12 months preceding
the date of the comprehensive grading. None of the employces or the Board members
of CARE havc been a member of the Board of Directors of the Ml during for a
| period of 12 months preceding the date of the comprehensive grading.

Disciainer \

CARE’s microlinance (MFI) grading is a onc-time asscssment and the grading is not
kept under periodic surveillance. CARIZ’s  analysis draws  heavily from  the
information provided by the microfinance institution as well as information obtained
from sources belicved by CARL to be accurate and reliable. However, CARE docs
not guarantee the accuracy, adequacy or completeness of any information and is not
responsible for any errors or omissions or for the results obtained from the usc of such
information. It docs not imply that CARE performs an audit function to detect fraud.
In casc of NGO MF-Is, gradings apply only to their microfinance programs.

CARE’s MIl grading is not a recommendation to buy, scll or hold any financial
instrument issucd by the MF1 or to make loans/ donations/ grants to the MI'I. 1t is not
an assessment of the debt servicing ability of the MFIL. The grading assigned by
CARL cannot be used by the MFI in any form for mobilizing deposits/savings/thrift
from its members or general pubtic.

CARE’s MI] grading also does not indicate compliance/violation of various statutory
requircments. CARFE shall not be liable for any losscs incurred by users from any use
of the microfinance grading.

iistorical Rating Grades

December,2016__ | _ CARE = | MF1 3+
__November, 2015 | = CARE ______ MFI13+
____August, 2015 ACCESS ASSIST - A(3.34(84%))
__ October, 2014 __CARE MFI 3+

_June, 2013 CARE . . .___MF3
_ December, 2012 | ACCESS ASSIST A (3.05)
) ___Ap_r'iyl_,wz_(__]_l_gm__ CARE MFI 3
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Microfinance Grading Symbols and Definitions

Ml Is with lhls grade are 001151d010d 10 havc highest capacity to manage

Mi
) ~ their microfinance operations in a sustainable manner.
" MFls with this grade are considered to have hlg,h capacnlv to managc their
M2 . microfinancc operations in a sustainable manncr.
M2 MFIs with this grade are considered to have above average capacity o
T  manage their microfinance operations in a sustainabic manner. o
TMFIs with- this grade are considered 10 have average capac:lty to manage
M4 - itheir microfinance operations'in a sustainable manner L
M5 ~ MFIs with this grade are considered to have ‘modcst capacnlv 10 managc
their microfinance operations in a sustainable manner.
M6 MFIs with this grade are considered to have low capacily to manage their
microfinance operations in a sustainable manner.
M7 lels \-\.fil‘h this grade are ;()nsi.dcred 1o |’1ave very low capacily (o manage
their microfinance operations in a sustatnable manncr,
M8 MF1s with this grade are considered to have lowest capacity to manage

their microfinance operations in a sustainable manner.
Code of Conduci Assessment scale and definitions

MFIs with this grade have excellent performance on Code of Conduct

Cl1
o dlmcnsnonsm B )
; C2¥ Tl th‘_iig?acig hggfe go_q(&;zerformance on Code of Conduct . = .
AR MR GRS T
c3 TMF Is with thls grade have average pcrfonmdncc. on Code of Conduct
’ . dimensions .
C4 " MFIs with this grade have weak performance on Code of Conduct
. dimensions ]
Cs MFIs with this grade have weakest performance on Code of Conduct

dimensions
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Name of the MFI

Bclghond Janakdlyan Samity (B IS)

Society (West Bengal Socicties Registration Act,
Legal form y( B 8 ’

1961.)
Opcerational Iead Mr. Bishwajit Das (CI20O & Secretary)
Ycar of starting microfinance 2006

Branches (Month YYYY) 25 (December, 2016)
27,972 (December, 2016)

142 (December, 2016)

Active borrowers
Total staff

West Bengal

18" March to 25" March, 2016

AE-592, Sector- - 1, Sall Ldkc Kolkala 700064

Operational area

Visit of thke Assessment team

Corncspondcncc addrces

T -7 - o '.if- !_.{-,gﬂ;_ e ;
APR
Product Deserintion Loan size | Interest (Interest Rate
" sen (Rs) | Rate (p.a) | and Processing
_ R N fees)
Prerona LS:‘I';L%;VZ': [r(()): :\d)l:t:foi 10,000 o 26% 27% (Processing
S1nes N 30,000 ’ fee of 1%)
_ .| of business - - R
Ananya E)'L(l);‘l‘;cfl"f)': g)):f c:}\daliit:;gl‘os 31,000 o 26% 27% (Processing
’ P 40, 000 ° fec of 1%)
.| OFbusiness I ) 1o
Water & Loan given for drmkmg 10,000 to 20% 21% (Processing
| Sanitation | Watcr and Sanitation 40, 000 - '0 fccol 1%)
. . l.oan given for education | 10,000 to 21% (Processing
- at . . * 2 0 y =]
Fducation (fee) of children 40, 000 T reofin)

Ownership/Equify Structure: Sharcholding pattern is not applicable as it is Society.

Puuhk oi Governing Bod / Munl)us 01 BJS

I)(:S|g,nat10n

St No Namc 1n the board Education Bricf profile |
Vast banking cxperience of about 25
years in diffcrent responsible positions
and worked as Deputy Manager, Branch
Mr. Satyabrata M. Sc. In Manager, l.ead District Manager and

Chakraborty

President

Agriculture

Fertilizer

Asst. Regional Manager in United Bank
of India. Apart from the banking service
he worked as a Public Relation Officer in
Corporation

ol India and

i
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Department of Health, Govt. of India.

Mr. Sumit Banerjee | Vice President  § M.Com

lc is working as an “Assistant
Coordinator” under the Statc Rural
Development Agency and ts attached
with various social work.

|5}

Mr. Bishwajit Das | Sccretary M.Com

He has 28 years of cxperience in micro
finance and social development ficlds.
He has worked in  nationally and
intcrnationally rcputed leading  social
development  organizations in  various
responsible  positions. He has received
various trainings from
organizations/financial institutions like -
UNITUS {Global Microfinance
Accelerator),  Access  Development
Services (ADS), ABN AMRO, Planct
IFinance.

Ms. Kakali Das

B.A.
Halder

T'reasurer

She has aboutl 8 years ol cxperience in
the MFI sector and is attached with social
activities including Women Rights.

M.A.in
Political
Science

Mr. Ranjit Kr Dutta | Member

He has been working in NGOs and
implementing different projects including
micro credit programs.

6

Ms. Mary Banerjee | Member B.Com

She worked as the Coordinator and
Councilor of Gandhi . Academy of
Management Studies She was also the
Administrator of Blue Beli Nursing
Home. Presently she is a vocalist of
reputecd band “l'cctas™ and working as
Relation Manager with 13, F. Insurance
Pvt. Lid.

Ms. itra Debnath Member

She is a social worker and is involved in
social development work  related (o
women empowerment for more than 23
years.

Key.Performance Ratios

Portfolio at Risk (>30 days)

_Operating Expense Ratio (OER)

Writc-offs to average portfolio
Return on Asscts (RoA)
Rewrn on Lquity (Rol?)
Active borrowers per loan / credit officer
Active borrowers per branch; B o

March, March,
o 2015 2016

[ 005% | 003%

Capital to Risk Weighted Capital Adequacy Ratio (CRAR) _48.03% | 36.55%
_ 11.80% | 888% |
11.43% 12.99%

0.31% 0.73%

) 3.17% 241%
_ ] B27% 8.39%
464 430
o 1198 1291

S
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Coniplignce with RBI's Directions for MFIs

TSN
RBI1’s Diréction .

l 85% of total assets to be in the nature of qualifying .
) In compliance

.. .jassets S
2 Net worth to be in excess of Rs 5 Crore __In compliance
3 Income of borrower not 1o exceed Rs 100,000 in the

rural areas and Rs 160,000 in the urban and semi-urban In compliance

arcas e o S U VU — — . e oam e [P ——
4 loans size not to exceed Rs 60.000 in first cycle and Rs .

o ) In compliance
100,000 in subsequent cycles ST
5 Total indebtedness of the borrower not to exceed Rs In compliance

100.000 (excl medical and cducation loans) | phance
6 Tenure of loans not to be less than 24 months for loan

. . . In compliance
amount in cxcess of Rs 30,000, with prepayment without I ¢

pcnalty

7| Pricing guidelines arc to be followed _In compliance
8 | Transparency in interest rates 1o be maintained o In compliance
9 Not morc than two MFIs lend to the same client In compliance
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Section 1: Microfinance Grading
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= Transparency o
n 2006 and is registered as a society r

Sr et

cgistere

ndcr \J t

B. was inc*p:tc i
Bengal Societies Registration Act, 1961.

I.ong track rccord of over 10 years in microfinance sector.

Started and headed by Mr. Bishwajit Das who is the Chicf IExccutive Officer
(CLEO) and Seerctary of the socicty. Mr. Biswajit Das has over two decades of
experience in the ficld of microfinance.

1BJS has an experienced governing body led by Mr. Satyabrata Chakraborty who is
the President of the society with Mr. Bishwajit Das as the Sccretary. There are total
7 governing body members as on December 2016.

The governing body members mect on a bi-monthly basis. The governing body is
supported by several monitoring committees which look afler several functions of
the organization. The governing body is periodically apprised about the dccisions
taken by thesc monitoring commitiees.

Credit, operational and HR policies are well established. documented and
communicated to the staff members.

Internal audit of BIJS is conducted by two members having adcquate working
cxperience with microfinance institutes and knowledge about the organizational
policies on accounting. Audit of branches are conducted on quarterly basis and
report is submitted directly to the Audit commiitee.

internal audit is donc at alt the branches of BJS on quarterly basis with well-
defined audit calendar. The objective of the department is to monitor and cvaluatc
financial as well as operational data and borrower level processcs.

Transparency in lending process is adequate with the lending norms and repayment
schedule and interest rate charged explained to the borrowers as well as printed on
loan cards.

BJS has M/s. K N Jain & Co. (Membership No.: 059027) as the statutory auditor
and the Auditor’s Report for IF'Y2015-16 has no qualifications and the auditor Mr.
Samya Sengupta has given as favourable feedback on the accounting practices and
systems followed by the organization.

Overall disclosures are above average.

Jperational Setup .
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o 13JS has a well-defined organization structure with a 4-tier reporting hicrarchy
whercby it has, Credit officers (CO), Branch Managers (BM), Regional Manager
(RM). Dcpartmental heads, Sccretary/Chief Lxecutive Officer (CLEQ) and the
Ixccutive commitice. The society has been able to cngage professionals in
diffcrent departments, al! having considerable experience in their arca of cxpertisc.

o BIJS has adopted SHG model in the rural areas. A dedicated tcam along with people
from operations selects potential arcas based on demographic and socio-cconomic
profile. The CO visits the local arcas & villages, interacts with potential customers
regarding BJS’s retail lending activity and their financial requirement.  SHG is
formed when a CO is able 1o gather at least 8-10 women members (between the
age of 18-38 vears).

o A Compulsory Group oricntation programme (GOP) is provided to the cligible
clients prior to lending to them for a minimum period of four continuous days. In
these training. the SHG members are taught about the mission, vision. objcctives,
loan products, scrvices offered by BIS, group labilitics. BJS’s Grievance
Redressal mechanism and importance of savings. During cach scssion. the CO
rccords the date, time and names of all those present. A physical verification (home
\;isil for Client profilc) is also scheduled during GOP.

o GOP is followed by Group Recognition Test (GRT) conducted by the BM. Only
when a group qualifies the GRT and also the members qualify the lending criteria,
loan is provided to them. |

o Appraisal, disbursement and collection process is handled independently by the
branches. The branches are dependent on Head Office (HO) for funds and other
technical support including HR and MIS. HO keeps track of opcrations of branches
through regular reporting by the branches and supcrvisory staff and internal audit.

o 1.oan application is collected by CO. who then makes a visit to the prospective
member’s houschold and/or business place and cxamines the credit history,
business prospects and other aspects and submits the loan application to BM along
with KYC documents. Appraisal process is handled independently by the branches
where the ultimate authority of sanctioning of loans lies with the BM.

o Mcmbers who are clients of more than onc MFI arc not cligible 1o become
members and must fall within the income criteria as stipulated by RBI directions

for rural and urban arcas. This is checked through houschold cash flow analysis in
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“cach loan cyélg A sclf-declaration in this Izé:_é;d“i‘S also obtained from the clicnt.

o Criteria for sanctioning of loans (loan size, tenure, purposc ctc.) are defined and
documented.

o Cash flows of clients are checked before sanction. However, client’s incomce
surplus is considered for deciding loan amount or loan tcnurc. Further, loan
disbursements arc madce by the branches through cash mode only. Scparate bank
account is maintained for cach branch. The amount collected by the branches from
the borrowers is deposited into the bank account of the HO on a regular basis {(daily
or on ncxt day).

o Training is given to fresh ecmployees in 11O by the scnior management members
and an cxperienced trainer. Apart from this, periodic training programmecs arc also
conducted for staffs on a regular basis. The senior management mcmbers
participate in external training programs, workshops and conferences.

o Sclection criteria with respeet to educational qualifications and cxperience arc in
place. The recruitment process is centralized at HO and mainly handled by the
scnior management. Generally, the socicty does not hire people from outside at the
Branch Manager Icvel. However, experienced and performing Credit Officers (CO)
is promoted to Branch Manager.

o BJS has adcquate system for tracking over-dues in place and risk management
systems.

o BJS uscs BIILI (Business Information Justificd and logically Integrated, on-linc
softwarc decveloped by Force Ten Technologies). The databasc of BIS is
maintaincd by Force-Ten Technologies Pvt. Ltd in Kolkata. Further, the socicty has
a backup cloud based server to ensure cfficient functioning, maintcnance and
disastcr management.

o The MIS system at BIS is adequatc for the current level of operations as it providces
information for the loan portfolio management both at the operational level and
managerial tcvel, including among others the breakdowns by scctor. loan-sizce,

geographical spread and lender-wise portfolio. It also helps in maintaining sccurity

of data and fastcr access to reports for day-to-day monitoring,.

Scale of Operations ,
o BJS is opcrating in 6 districts of West Bengal managed through a network of 235

branches. The opcerations of the socicty are managed by a workforce of 142
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employees as on December 31,2016,

o BIS is a small sived MFI player with a loan portfolio stood at Rs. 22.30 ¢r as on
Mar 31. 2016 (Rs.10.50 cr as on Mar 31, 2015} and Rs.32.10 ¢r as on Dccember
31,2016.

o lLow borrower basc. covering 21,952 active borrowers as on Mar 31, 2016 (14,380

as on Mar 31, 2015) and 27,972 active borrowers as on December 31, 2016.

‘. Sustainability :

o IEJS has a modcrate resource base which improved over the years with lending
from banks and financial institutions. It has term loans from SIDBI (including a
subordinatc loan). Ananya Finance, Maanavecya IDevclopment & Finance Pt
Ltd.. Kashi Vishwanatha Vidya Samasthe (Milaap - a crowd funding platform),
Rashtriva Mahila Kosh (RMK), State Bank of India (SBI), Indian Overscas Baik
(JOB), Dena Bank, UCO Bank, United Bank of India (UBI), Bandhan Bank,
Reliance Capital 1.td and Bharatiya Mahaila Bank and working capital borrowing
(Cash Credit) from State Bank of India (SBI), and Bangiva Gramin Vikash Bank
(BGVB). Aprt from this, BJS also availed interest free business loan from KIVA,
USA.

o During FY 16, BJS availed funds aggregating to Rs.15.33 crorc in the form of debt,
Rs.0.50 crore from SIDBI as subordinated loan and Rs.2.03 crorc as intcrest {rec
loan from KIVA. USA. In view of increased debts CAR delcriorated from 48.03%
as on Mar 31, 2015 to 36.55% as on March 31, 2016.

o Overall gearing stood at moderate level of 2.535 times as on March 31, 2016 [P.Y.:
2.06 times|. Its Capital Adequacy Ratio (CAR) stood at 36.55% as on March 31,
2016 |P.Y.: 48.03%).

o i3JS has maintained good asset quality with low PAR. Its PAR stood at 0.03% as
on March 31. 2016 |P.Y.: 0.05%].

o BIS reported nct surplus of Rs.0.55 crorc on total income of Rs.4.68 crorc for
{inancial ycar ending March 31, 2016 (FY16) as compared to nct surplus of
Rs.0.38 crorc on total income of Rs.2.31 crore for FY15.

o The main objective of BIS is to provide loans to the rural poor who do not have
access 10 banking facilitics for their cconomic upliftment. Major activitics of BIS
inciude the following:

e Jormation and nurturing of SHGs

A :
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o Inculcating saifi-ngs' h'c_l-b-i_l_-amdh_g_lhc po-or.

o Imparting skill to the SHG members by way of giving vocational training on
various income gencerating activities

e Organising hcalth camps, cye camps and medical check-up camps.

* Knowledge development via financial literacy and awarcness campaigns.

o This apart. BJS also runs a non-formatl primary school for kids between the age of
3-10 years in Baduria, West Bengal. Around 40 underprivileged students from the
adjoining arca arc admittcd in the school. It has also sct-up BJS School of Financial
[itcracy. in collaboration with ISMW (Indian School of Microfinance for Wonicn).
for imparting financial litcracy to poor women. BJS also runs a handicraft training
center and a computer training center for imparting such skills to the poor frec of
cost. During 1Y 15, BIS started a project “Targeting Hardcore Poor”™ with financial
and tcchnical support of Bandhan. The projcct involves sclection of 100 very poor
women who have been sclected under a pre-sct sclection criteria for uplifting their
cconomic condition. These women are provided training to carn their livelihood
and income gencrating assets aic distributed among them based on their desire and
capability. Their activitics are monitored closely and any furthcr support which is
requircd by them is provided.

0 Industry Outlook

Pust the AP crisis and rcgulatory intervention by RBI, the microfinance scctor has scen

strong growth in loan portfolio on account of improving funding profilc. control over

operating cxpenscs. improving margins and moderate leverage levels.

RBI has revised the lending norms for the MF1 scctor, post Andhra Pradcsh (AP) crisis

in 2010 and Malcgam Committce Report on NBFC-MFI in 2011. The scctor has

cvolved with the advent of credit burecaus in the scclor and subscquent control over
assct quality. MF] scctor saw 30+ days past due (DPD) of around 0.33% as on March

31. 2016, As on the samce date, aggregate gross loan outstanding for the scctor was

Rs.3%.233 crore. registering 84% Y-o-Y growth from Rs. 28,940 crore as on March 31.

2G15. (Source: MI'IN)

Impact of Demonctization -

Post demonctization of high value currency notes, many of the MI-Is have faced

collection issucs as they generally operate in cash. For the first 2 weeks following the

announcement of demonctization, the collection ratio reportedly declined to §0%.
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Subscquent increased in supply of new currencies by RBI led to increasc in collections
in the fourth week of November. But the collections have come down subscquently
duc to the dispensation provided by RBI (carlier by 60 days and later increased to 90
days) to financial institutions in terms of recognizing NPAs. This was misrcprescnied
to the borrowers by influential people (as some kind of loan waiver), and thus resulted
in fail in collection cfficicncy in few states like Uttar Pradesh, Maharashtra and
Madhya Pradcsh.

Post dcmonctization, MFIs are incrcasingly looking for cashless disbursement and
collection through fan-Dhan accounts and by leveraging technology. With 8 NBI'C-
MI-ls converting into Small Finance Banks (SIFBs) by March 2017. the competitive
cnvironment is bound to undergo a major shift within the microfinance industry as a
wholc. As thesc entities are expecled to remain focused on microfinance, cashlcss

disbursement and collection of loans is bound to incrcasc in the futurc.
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Section 2: Code of Conduct Assessment

COCA Dimension Scores

ADDO Scores

—AER

——Ohtained

N 384

Aporoval

Documentation

Observane R

SEN: Seasitive Indicators: 1EB; Integrity and Ethical Behaviour; TRP=Transparency: CL.P=Clicnt Protection;
GOV=Governance: REC=Recruitment. CLE=Client Education: FGR=Fcedback and Grievance Redressal;
DSR=BData Sccurity

Code of Conduct Assessment Summary

BJS was tound to have a good governance structure with govcrnil_lg hodyu haviﬁg
majority non-executive independent member and a strong organizational structure
with standard opcrating processes in place. The staff was found to be trained and
ethicai while dealing with clients and there is good amount of transparency in the
operations. Grievance redressal mechanism in place with a helpline number printed
in the loan card/application form and board level gricvance redressal commitice

which mcets on a monthly basis.

MF1 Strengths and weaknesses pertaining to Code of Conduct

<

Strengths e ~ Weaknesses - -
e Standardizcd operating procedures in place |  BJS has to spread its scrvice in more
with documented policies with respect to | necw arcas to cover morc women with
Yoan saiictions, conduct of the staff, ficld | their microcredit program.

opcrations, credit appraisal and systems. e Geographical concentration risk  with
e Strong  human resource profile through | single statc of operation.
training.

¢ Well defined organization structure with a 4-
tier reporting  hicrarchy  with  strong
_ governing body with reputed members.
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Significant observations

th

Behaviour place with strong degrec of adhcrence and the staff
is appropriatcly trained 1o abide by thc code of
conduct.

slair degree of transparency observed whilc
dealing with borrowers and the stalf was found
cthical and the management treats borrowers and
staff members with dignity.

The governing body level commiitees in place
which help good oversight in obscrvations with
Code of Conduct.

e Emphasis is on empowerment of rural poor
women and improved their cconomic condition by
providing them with small loan from income

o generation activities. ]
¢ Sciisitive Indicators = The clients surveyed were well awarc of the loan
products, interest rates and charges for loan.

¢ The borrowers had no grievances with respect (o
conduct, punctuality and behavior of the credit
officers.

¢ 3JS comply with thc RBIs latest guidelines for

qualifying asscts with respect to tenor of >24

months for loans above Rs.30,000 and borrowers
arc given the right to choosce the tenor with prepay
without penalty.

BJS is in compliance with the all other RBI's

guidelines for NBI'C-MFls.

The borrowers arc nol provided sanction lettcrs,

however the loan forms/loan cards mention terims

and conditions of the loan along with the

annualized interest rates. ,
BJS takes insurance cover for borrowers from liife
Insurance Corporation of India (LIC).

* Building Blocks . R
The policies of the society are in place and
Transparency documented in its operational manual, MIS manual,
account manual, internal audit manual and HR
manual.

The details of loan products arc displaved in the
branches and are in local languages and loan cards
given to borrowers have interest & principal
amount, fecs and insurance printed on them and
further, the loan officers have explained them to
borrowers..
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¢ The borrowers arc not provided sanction Icticrs;
however the loan forms/loan cards mcntion terms
and conditions of thc loan along with the
annualized interest rates.

* Dctails related to latest RBI’s guidelines are
available at the branches.
¢ Submits information/ book debt statcments as per
the requirement of the lender.

» ‘The socicty has conlinuous training programmes

for its staff at various levels which is imparted by

thce senior management tcam. ‘The training mainly
covers operational aspects like details of loan
products and conduct with borrowers.

The socicty has fair amount of disclosurcs in the

public domain with operational parameters,

detailed financial statcments and annual report on
its web site.

BJS is regular in submitting operational and

financial information to external associations and

agencies like Sa-dhan, Equifax, Mix Market,

Experian Credit Burcau and High Mark Credit

Bureau. _. N ,

The products and charges (intcrest and fecs) were

in compliance with the RBI guidelines.

Credit policy communication is done verbally

through group meetings and training sessions to the

group members. '

¢ Credit policies are strictly adhered to for formation
of groups, field verification and credit appraisal.

e The loan cards given to the clients have
documented repayment schedule and the charges
and interest rates written on them.

¢ BJS comply with the RBI’s latcst guidclines for
qualifying assets with respect to tcnor of >24
months for loans above Rs.30,000 and borrowers
arc given the right 10 choosc the tenor with prepay
without penalty.

e The field staff is trained to assess the income and
indebtedness of clicnts and also have documented
criteria in the operational manual, _

¢ The operational manual of the socicty provides
guidelines for conducting mecctings  with  the
borrowers and thcir conduct. The staff is also
trained on the same issues.

e The field staffs are trained for not using any
coercive or abusive language or provide any threat
in casc non-payment by the borrowers. The
sample of borrowers surveyed did not have
negative comments about the ficld staif.

_(Ilicnt Protection
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e The borrowers arc informed about sharing of their

_ - - | _data with credit bureaus and other agencics. o

Governance » BJS is governed by a board consisting of 7 (Seven)
members with 6 (Six) are independent members.

e Majority of the governing body members have
adequate expericnce in their respective arcas of
specialization.

s The governing body members mcet on a bi-
monthly basis.” The governing body is supported by
several monitoring commitiees which look after
scveral functions of the organization. The
governing body is periodically appriscd about the
decisions taken by these monitoring committees.

e l.oan is disbursed by cash mode only.

¢ The details of transactions for the day are updated
in the MIS on a daily basis.

« Internal audit of BJS is conducted by two members
having adcquate working cxpericnce  with
microfinance institutes and knowledge about the
organizational policies on accounting. Audit of
branches arc conduclted on quarterly basis and
report is submitted directly to thc Audit commitice.

e Internal audit is donc at all the branches of BJS on
quarterly basis with well-defined audit calendar.
The objective of the department is to monitor and
evaluate financial as well as opcrattonal data and
borrower level processes.

e The statutory auditor M/s. K N Jain & Co. has
given as favourable feedback on the accounting

] | practices and systems followed by the socicty.

Recruitment e HR policies arc in place with criteria for sclection
and growth oppertunitics in place.

¢ The society has proper notice period for employces
who have and docs reference check for new

: recruits.

Client Education e Periodic financial literacy (rainings arc given (o
borrowers. ‘

e [t has also sct-up BJS School of Financial Literacy,
in collaboration with ISMW (Indian School of
Microfinance for Women), for imparting financial
literacy Lo poor women.

e BJS also runs a handicraft training center for
creating employment opportunity for women and a
non-format school for the children of the member

families.
Feedback and Grievance e Grievance redressal mechanism is in place and the
Redressal surveyed borrowers wcre awarc  of  such
mecchanisms.

~ BBJS has a gricvance redressals mcchanism in place
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Data Sharmg .

| its web site.

with a helpline number printed in the loan
card/application form.

e The socicty has a board level gricvance redressal
committee which meets on a monthly basis.

o BJS is regular in submitting opcrational and
financial information to external associations and
agencies like Sa-dhan, Equifax, Mix Market,
Experian Credit Bureau and High Mark Credit
Burcau.

e The society has fair amount of disclosurcs in the
public domain with opcrational paramcters,
detailed financial statements and annual report on
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Annexure: Methodologies

Microfinance Grading Methodology

CARE Ratings’ MFI Grading Framework

CARE’s MF| grading is a one-lime assessment of a Micro Finance Institution’s (MIFf)

opecrational and financial capability to undcrtake and sustain the targeted level of

opcerations.

\

CARLE evaluates an MFI under a four point framework:

1.  Transparency;
1. Operational sctup;
1. Scale of operations and
1V.  Sustainability.

The various aspects covered under cach parameter are given below:

lI. TRANSPARENCY - - | -
¢ Governance
¢ Accounting Policies
e Internal Control
»[ransparency in the usage of grants and
funds
e iransparcncy in the lending process

IIZOPERATIONALSETUP. - = .
o Promoter/Management Assessment
« Organisational Structure
o Systems and Procedures
¢ Quality of Information System
s [_cnding policy
» Quality of Loan Monitoring process
e Litigation
» Risk Mitigating mechanisms

a) Financial Sustainabhility

b) Operational Sustainability

e Geographical spread of operations and
outreach

e Varicty of loan Products

s [:fforts to increase outreach and coverage

e Resource Profile

o Cost Structure

¢ Interest rate policics

e Capital Adequacy

* Assct quality

 [Zarnings

o Liquidity
Management

and Asset liability

e Succession planning

o Competition
e Resource arrangements
e Vision
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COCA Methodology

The Code of Conduct Assessment (COCA) tool was developed as a response to the
nced expressed in a meeting of stakeholders in Indian microfinance by the Small
Industries Development Bank of India (SIDBI) and the World Bank in December
2009, The code of conduct dimensions were identificd by reviewing the various norms
for ethical finance. These included RBI’s fair practiccs guidelines for Non Banking
Financial Companies, industry code of conduct (Sa-dhan and MFIN) and Smart
Campaign’s Client Protection Principles (CPP).

In 2016, need was felt to harmonize COCA to the most recent industry code of conduct
and to standardize COCA tools of diffcrent rating/assessment agencies. This grading is
based on the harmonized COCA tool. In the harmonized COCA tool. the dimensions
were classified in three categories — highest order, higher order and building blocks.
This grading is based on the harmonized COCA tool.

Governance Client Proleclion Rccn uitment

Transparency FFeedback/Gricvance Redressal
Client Education Data Sharing |

( hart: COCA Indicators Framework
Number of indicators in cach category is presented below
! Niiln_ber _(_)f 7‘
: S ‘ - Indicators. - -
dnd I,lhlcai Behavnoul 32

ln'lcgn't)mf” nd at Behavioer | 32
Scnsnwc mdicalors 26

l lanspancncy T . .
thcnl Protection o 123
Governance 30 .
Recruitment S RUS I R
Client Education ) I T
Feedback & Grievance Redressal .2
Data Sharing 0
A Total _ R =1 S

Methodology

The Code of Conduct exercise is sprcad over four to eight days. The first day is spent
at the head office. T'he assessment team visits the branches over the next three to cight
days. Depending upon the size and the operational area of the MFI, cight to fificen
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branches and between 120 and 300 clients are sampled for primary survey {except in
cases where number of branches in an MF1 is less than cight).

Sampling euidelines

The foflowing is taken as the guideline to determine the sample size for a COCA

CXCrcisce
I BN 0Yof branchiesTtol b IS I N S
Small Mi“i (Lcss than 8 All branches 15 clients per branch covering
branches) minimum two centers.
Small / Mid size MFI (up to | 8 - 10 branches 120-130 clients (15 clients per
2.50.000 borrowers) (geographically distributed) | branch covering minimum two
centers).
Large MFI (>2,50,000 12 -- 15 branches 240-300 clients (20 clients per
borrowers) (geographically distributed) | branch covering minimum two
centers).

Codc of Conduct Assessment exercise requires:

L

(W3]

N

Discussions with key staff members and the senior management at the head
office, particularly the senior opcrational management tcam as well as the
human resources team. These discussions focus on key issucs of the code of
conduct identified above.

Review of policy documents and manuals at the head office. These are
reviewed in order to assess the policy as well as documentation regarding
important aspects of the code of conduct. The last audited financial statements
will also be required.

Sampling_of branches at the head office. The assessment tcam samples
branches for review. The branches are chosen in across different states in case
the MFI operates in more than one state. Care is exercised to include older
branchcs as well as branches that arc distant from the head officc or the
rcgional office. The sampling of the branches is performed at the head office of
the MFIL.

Discussions with the branch staff at the branch office. Discussions with branch
managers and the ficld staff is carried out to assess their understanding of the
key code of conduct principles.

Sampling of respondents in the selected branches. A judgmental sampling is
performed on the MFI’s clients by the assessment team 10 draw respondents
from the interest group, in order to maximize the likelihood that instances of
non-adhcrence can be detected.

Interview_with_the clients. Information from the clients is collccted idcally
during the group meetings. If this is not possible, visits are made to the clients’
locations for collecting information.

Review of lean files at the branch office. This review focuses on loan appraisal
performed before disbursing loans as well as the documents collecied from the
clients.
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As part of this assessment, CARL tcam visited ten branches of the BIS. The details of
the branches visited are provided below.

1 l'alakata (Alipurduar) West Bengal ~ 25
2 | Alipurduar (Alipurduar) West Bengal R VA
3 | Madarihat (Alipurduar) West Bengal o200 B
_ 4 | Khagrabari (Coochbehar) West Bengal 18
5 | Mathabhanga (Coochbehar) West Bengal 21
_. & | Tufanganj (Coochbehar) West Bengal ] A8 _
7| Baduria (North 24 Pgs.) West Bengal 25
-8 Basirhat (North 24 Pgs.) West Bengal 17
9 | Katiahat (North 24 Pgs.) West Bengal _ 22 3
10 | Taki (North24 Pgs) | West Bengal 20
Total 210 o
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