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Disclaimer

The technical assistance operation is financed by the REGMIFA Technical Assistance Facility which is funded by the
following donors Europednvestment Bank (EIB), European Union (EU), Agencia Espafiola de Cooperacion Internacional
para el Desarrollo (AECID) Spanish Agency for International Cooperation for Development, Oesterreichische
Entwicklungsbank AG (OeEB) the Development Bank of Augiafor the German Federal Ministry for Economic
Cooperation and Development (BMZ), the Regional MSME Investment Fund-8attaudn Africa (REGMIFA) and the
Government of Luxemburg

The authors take full responsibility for the contents of this report. The opinions expressed do not necessarily reflect the
view of the REGMIFA TA Facility, SymbioticMBAgfinanza Srl or the Donors

The names of theREGMIFA Partner Lendingnistitutions and thenames ofmetworks they belong that ardiscussed in
this reporthave beerintentionally anonymized
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Introduction

The Regional MSME Investment Fund for Sub-Saharan Africa S.A., SICAV-SIF (REGMIFA) was launched on May 5’ 2010
with the mission to foster economic development and prosperity as well as employment creation, income generation
and poverty alleviation in Sub-Saharan Africa (SSA) through the provision of innovative financial products and, to the
extent necessary, technical assistance (TA) support to eligible Partner Lending Institutions (PLIs) which serve micro-
entrepreneurs and small and medium sized businesses (MSMEs). To provide technical assistance to PLIs, a Technical
Assistance Facility (TAF) was set-up in July 2010 as a separate entity. The REGMIFA Fund is founded on the principles of
the Paris Declaration; it seeks to increase donor effectiveness by pooling resources, harmonizing standards in REGMIFA's
investment and technical assistance support activities. Thus, the Fund observes the principles of sustainability and
additionality, combining public mandate and market orientation. As of December 31st, the TA Facility has approved 57
projects and the portfolio volume of the Fund stood at 104 M USD (serving 37 PLIs), increasing from 78 M USD as of
Dec. 2012.

Evolution of the portfolio of MIVs and of the REGMIFA Fund in
Sub Saharan Africa (M USD)
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Background on REGMIFA’s TA Facility

Background
The Technical Assistance Facility (TA Facility) was established in July 2010 in parallel to the Fund and operates as a

separate and independent entity, which is financed by leading international donor agencies, structured as a fiduciary
agreement under Luxembourg law and managed at arm’s length from the Fund. TA is a key element of the Investment
Fund’s value proposal, enabling it to provide tailor made technical and institution building support to client Partner
Lending Institutions (PLIs). The Facility’s activities are targeted in scope, directly supporting the investment portfolio of
the Fund, and complementary to other industry initiatives in the region. The approach taken for the implementation
and the management of the TA Facility is based on the delivery of high quality consultancy services and the provision of
services based on clients’ needs.

TA Facility Approach, Key Principles and Implementation
The REGMIFA TA Facility provides non-financial assistance to the Fund’s PLIs to complement the financial assistance of

REGMIFA. The TA Facility pursues the delivery of competitive and high quality consultancy services, and believes that
providing tailor made services to PLIs leads to sustainable growth of their business and to a long term partnership
between them, the Fund and the TA Facility. Finally, the provision of services based on clients’ needs and an efficient
and cost effective management of the TA Facility is crucial. Defining the right services for the PLIs is based and driven
by their needs. In close collaboration with the management of the institutions, the TA Facility describes the services
needed and ensures a highly transparent and competitive consultant selection process, whereby it is made sure that
the engaged consultants are highly experienced in their fields. Refer to appendix 6 for more details.
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Areas of intervention

The focus of the TAF aims either at reducing the institutional risk or at increasing the outreach of the PLIs to MSMEs and

thus improving the institutional capacity and increasing the potential demand for refinancing. We can summarize the

objectives in two main macro-areas:

= Reducing risk: Governance, risk management and internal control/audit, management information systems,
network management and reporting, finance and accounting, consumer protection, financial education. The TAF
will also organize and sponsor emergency missions in case of specific crises, but work-outs due to payment default
will not be addressed.

= Enhancing outreach: Product development, management and business planning, MFI transformation and
institutional development, lending methodologies, social performance management, marketing and customer
relationship management.

Description of the assighment and the methodology

In May 2013, the TAF of REGMIFA engaged Planet Rating to conduct an impact assessment of the REGMIFA Intervention
(Fund and Technical Assistance) on PLIs with the general objective of assessing the financial and social impact of the
REGMIFA Intervention at the institutional level of the PLIs.

The terms of reference required “to draw conclusions for the overall impact of the REGMIFA intervention based on the
assessment of the selected PLIs”; and to conduct a “specific analysis of the trends by PLI related to the REGMIFA
intervention: before the REGMIFA loan disbursement, at the disbursement date, over time after the disbursement, at
the initial date of the TA assignment (if any) and over time during and after the TA implemented, in order “to assess
changes and improvements of PLIs in terms of institutional, financial and social objectives”. Another objective was to
gather information on the selected PLIs’ use of the loan and TA funding and assess the effect of these products on their
activities.

The methodology offered by Planet Rating in the proposal sent in January 2013 covered the following points:
additionality, satisfaction, adaptation of the services (relevance), the effectiveness of the TA support and the impact
through an evaluation of the evolution of the performance of the PLIs.

In September 2013, REGMIFA asked Planet Rating to focus on the impact of REGMIFA (Fund and TA), the relevance &
additionality of REGMIFA (Fund and TA), as well as on the effectiveness and sustainability of the TA interventions
(the last two sections on the TA were not specifically mentioned in the Terms of Reference but added as requested by
REGMIFA TAF). Also, it was agreed that Planet Rating should not use a control group to assess the impact in order to
adapt the scope of work to the expected level of effort.

In order to reach this objective, Planet Rating performed:

= In-depth assessments of the performance of 11 PLIs selected by REGMIFA through conducting microfinance
institutional and social performance ratings of the 11 PLIs. Planet Rating used its standard rating methodologies
(Smart GIRAFE rating methodology and Social performance rating methodology) to conduct the in-depth
assessments of the performance of the 11 PLIs and followed its standard rating process (refer to annexes for
descriptions of the methodologies and process).

=  An assessment of the impact of the REGMIFA Intervention (for the funding and TA part) for each PLI and at the
consolidated level for the 11 PLIs. This analysis was conducted according to the OECD project evaluation framework
adapted to REGMIFA’s needs:

0 The impact of the REGMIFA Intervention: what was the evolution of the institutional and social
performance of the PLIs before and after the REGMIFA intervention? What changes in the
institutional and social performance of the PLIs can be attributed to the REGMIFA Intervention,
either directly or indirectly? Note: thiswill be presented as the last sectiontbfs report as it
results from the performance of REGMIFA in the other sections.
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0 The additionality and relevance of the REGMIFA Intervention: what is the value-added of the
REGMIFA Intervention compared with the other providers of similar services and compared with
the other options available to the PLIs? Was the REGMIFA Intervention relevant taking into
account the needs and performance of the PLIs, as well as the external context? The additionality
and relevance of the REGMIFA intervention are analysed in the same section as relevant funding
and TA are more likely to bring additionality.

0 The effectiveness and efficiency of the REGMIFA Intervention: to what extent were the overall
objectives, specific objectives and expected results of the TA projects achieved or are likely to be
achieved? What were the major factors influencing the achievement or non-achievement of the
objectives? Were TA projects’ objectives achieved on time? Were TA projects implemented in the
most efficient way?

0 The sustainability of the REGMIFA Intervention: are the benefits of the REGMIFA Intervention
likely to continue after the end of the REGMIFA Intervention? What were the major factors which
influenced the sustainability of the TA projects?

0 The satisfaction of the PLIs with the services offered by REGMIFA.

To be able to assess the impact of the REGMIFA Intervention on PLls, Planet Rating used a methodology based on a
mix of interviews, document review and data analysis to complete the evaluation already done during the in-depth
assessments of the performance of 11 PLIs:

= Interviews:

0 Additional interviews with key managers of the PLIs based on a questionnaire designed jointly
with REGMIFA to assess the satisfaction of the PLIs with the services provided by REGMIFA and
the adaption of the services offered by REGMIFA to the needs of the PLls;

0 Complementary interviews with the REGMIFA and Symbiotics teams (REGMIFA TAFM, Symbiotics
Investment Analysts);

= Document review:

0 Review of the public documents available on REGMIFA (annual reports, factsheets, etc.);

0 Review of the documents available on the Microfinance Investment Vehicle (MIV) market
(Symbiotics MIV annual surveys, Microrate’s annuals surveys and analysis of MIVs “The State of
Microfinance Investment 2013”, Planet Rating’s Institutional Ratings of Investment Funds, etc.);

0 Review of the documents provided by REGMIFA on the PLIs (terms of reference, deliverables and
budgets of the TA projects, evaluations of the TA projects by the PLIs, liabilities information,
monthly reporting, etc.);

0 Review of the major trends in the microfinance sector in the countries of intervention of the PLIs
and the main evolutions of the external environment that may have had an impact on the
performance of the PLIs (e.g. changes in the regulation of the microfinance sector, economic and
political crisis);

=  Data analysis:

0 Performance and financial data collected during the in-depth assessments of the performance of
11 PLIs: data collected for the last 5 full years (2008-2012) and partial year (2013);!

0 Comparison of the grades received by the PLIs for their institutional and social performance
ratings conducted by Planet Rating in 2013 with the grades received before the REGMIFA
Intervention (for ratings conducted by Planet Rating or other rating agencies) using the
comparability table of the different rating scales of specialized microfinance ratings created in
2012 with support of the IDB/FOMIN (refer to the table below);

0 MIV database of Planet Rating (detailed list of all outstanding loans disbursed by MIVs to MFls)?

' Data collected as of June 2013 for PLI 7, PLI 5 and PLI 9, as of August 2013 for PLI 1, as of September 2013 for PLI 2, PLI 3, PLI 11,
PLI 8, PLI 4, as of October 2013 for PLI 6, and as of December 2013 for PLI 10.

2 The MIV database of Planet Rating includes data available on 18 MIVs (data as of Dec. 2011 for 1 MIV, as of Sept. 2012 for 2 MIVs, as
of Dec. 2012 for 13 MIVs and as of March 2013 for 2 MIVs).
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0 Benchmarks for Sub-Saharan Africa MFIs based on the database available at Planet Rating and
MixMarket data.

Rating Grade Comparability Table for Specialized Microfinance Rating Agencies

(VALID FOR RATING METHODOLOGIES AS OF SEPTEMBER 2012)

CATEGORY | CLASSIFICATION MICRO- MICRO- PLANET
FINANZA RATE* RATING*
RATING*

EXCELLENT - Excellent performance a+ AAA a+ At+
- Low or very well-managed a AA a A+
short- medium term risk A A
A
GOOD - Good performance a- BBB a- B++
- Modest or well-managed B+ BB B+ B+
short- medium term risk B B
B
FAIR - Fair performance B ccC B C+
- Moderate to B- B C+
medium-high risk C
c
WEAK - Weak or poor Y+ cc Y+
performance % C Y E
- High to very-high risk D
Sources: Microfinance Analytics “RATING GRADES

Selection of the sample

The 11 following PLIs have been selected by REGMIFA TAF to take part to the Impact Assessment of the REGMIFA
Intervention:

Network Country Investee as of com.:i\eted TA Z?t:mg TA months

PLI 1 Yes Central Africa Cameroun April-12 0 - - -
PLI 2 Yes East Africa Tanzania October-10 2 Yes Oct-11 9

No Aug-13 6
PLI 3 Yes Southern Africa Zambia July-11 1 Yes Jun-12 6
PLI 4 No West Africa Nigeria June-11 1 Yes Aug-12 3
PLI 5 Yes East Africa Kenya September-10 1 Yes Feb-13 1
PLI 6 Yes West Africa Senegal December-10 1 No Sep-13 6
PLI 7 No East Africa Uganda May-12 2 Yes Aug-12 1

No Sep-13 8
PLI 8 No West Africa Ghana August-10 1 Yes Nov-11 9
PLI9 No Southern Africa Mozambique December-11 1 Yes Aug-12 6
PLI 10 No West Africa Benin February-11 2 Yes May-12 4

Yes Feb-13 3
PLI 11 No West Africa Togo May-11 1 Yes Jul-12 3

In 2013, REGMIFA TAF selected a sample of 11 PLIs among a list of 23 PLIs fulfilling the eligibility criteria to take part to

the Impact Assessment. REGMIFA selected the sample of the 11 PLIs according to the following selection criteria in

order to mirror the best the composition of the total REGMIFA portfolio:

= First batch of criteria applied for selection: 1) Region (4 categories), 2) Country (11 countries);

= Second batch of criteria applied for selection: 1) Size of PLI (Tier - 3 categories),® 2) Networks (2 categories) and
3) Regulated/legal form/phase of development (4 categories).

3 According to the classification of REGMIFA, small PLIs (Tier 3) include those with total assets below USD 10 million, medium PLIs (Tier
2) include total assets between USD 10 and 30 million, and large PLIs" (Tier 1) total assets exceed USD 30 million.
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Out of the originally 11 PLIs that have been selected by REGMIFA TAF according to the above criteria, the REGMIFA TAF
had to change 4 PLIs of the sample for different reasons (e.g. security problems in some countries, ratings done by PLIs
before the assignment, etc.). As a consequence, the sample of the 11 PLIs that took part to the Impact Assessment
does not exactly mirror the composition of the total REGMIFA portfolio at the date of the selection of the sample as
the Tier 1 PLIs are over represented in the sample as well as PLIs from Southern Africa and PLIs that do not belong to a
network (refer to the table below), but is quite close considering the limited number of PLIs fulfilling the eligibility
criteria (23).

Composition of REGMIFA'’s portfolio

(23 PLIs fulfilling the eligibility criteria at the date of the Composition of the sample of the 11 PLIs

selection of the sample)

Number of PLIs % Number of PLIs %
Tier
Tier 1 12 52% 7 64%
Tier 2 35% 3 27%
Tier 3 3 13% 1 9%
Regions
West 2 9% 1 10%
Central 30% 3 27%
Southern 2 9% 2 18%
East 12 52% 5 45%
Network
Yes 12 52% 5 45%
No (grassroot MFlIs) 11 48% 6 55%
TOTAL 23 100% 11 100%

DATE
completed

STATUS

Title of TA project (TORs)

TA Budget Cost-
Contracted Sharing -
(EUR) Contracted

PLI acronym

Completed

Completed
Completed

Completed

Completed

Completed

Completed
Completed
Completed
Completed

On-going

On-going
On-going
On-going
Approved
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PLI 2

PLI 8
PLI 10
PLI 3

PLI 4
PLI 11

PLI S
PLI 7
PLI5
PLI 10
PLI 7

PLI 2

PLI 6
PLI3

PLI 5

Preparing for the transformation into a DT MFI of PLI 2: implementing
savings products and creating a branchless banking strategy

Transformation from an NGO into a regulated financial institution
Review and improvement of the information system and management

Managing credit and operational risk: improving individual lending
methodology, strengthening internal control, middle management and
individual lending staff capacities
Assessment of the risk management and internal control systems

Evaluation and improvement of the credit process and of the credit risk
management.
Improve Customer Service

Strategy facilitation session for the Board, Senior & middle management
Upgrading Board and Upper Management Skills
Business plan for PLI 10 for the period 2013 - 2017

Developing financial education to low-income clients, enhancing financial
management and strengthening specific staff technical skills

Enhancing Mobile Banking Services: POS Agent Network
Designing and Launching Correspondent Network Pilot in Senegal
Savings Mobilization Strategy and Building Capacity to Savings Staff

Strengthening local staff lending capacities

158,920

159,952
26,972
124,050

29,992
32,500

39,170
16,048
19,105
22,792
181,365

49,185
49,741
48,250

na

15.0%

23.2%
15.0%
16.3%

15.0%
23.5%

44.9%
48.9%
29.9%
14.9%
25.0%

21.6%
29.1%
16.4%

na

Jun-12

Sep-12
Oct-13
Dec-12

Sep-12
Oct-12

Sep-13
Sep-12
Feb-13

Dec-13
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Executive Summary

REGMIFA was founded on the principle of combining public mandate and market orientation through the creation of
a commercially-oriented fund with a social impact aim, coupled with a Technical Assistance Facility (TAF), the latter
reflecting the public mandate of REGMIFA. The REGMIFA TAF brings a strong additionality as investors offering this
comprehensive package to MFlIs still remain limited in Sub-Saharan Africa.

As a new commercially-oriented fund, REGMIFA has initiated its first partnerships in less risky Sub-Saharan countries
and with more mature MFIs in order to ensure its financial sustainability: it first intervened in countries where other
MIVs were also investing (e.g. Ghana, Kenya, Nigeria, Senegal, and Tanzania) and later diversified to more underserved
countries (e.g. Benin, Togo, Mozambique, Zambia) to reach out to already 17 countries after 3 years of existence. Given
that the share of the REGMIFA portfolio in underserved countries remains limited today (but is expected to grow in the
coming years), the additionality of the REGMIFA intervention is good in terms of number of countries reached but
still limited in terms of loan portfolio volumes invested in the less served countries.

REGMIFA’s objective to build a balanced portfolio, with small and medium-sized PLIs comprising the majority of the
Fund’s client mix has been satisfactorily achieved. The majority of the PLIs (70%) were classified as tier 2 (43%) or tier
3 (27%) when REGMIFA did its first investments and have often upgraded to the next tier as a result of their growth
supported by REGMIFA. This trend is reflected in the sample of 11 PLIs which is today mostly made of tier 1 and tier 2
PLIs due to the same reasons (64% as tier 1, 27% as tier 2 and 9% as tier 3 as of Dec. 2013).

Even if originally comprised of a majority of tier 2 and tier 3 PLIs, the client mix of REGMIFA is made of microfinance
institutions that are the most visible in Sub-Saharan Africa. As a result, the additionality of REGMIFA consists more in
building market confidence and track record of the most visible MFls than bringing funds to Sub-Saharan MFIs that
do not have sufficient funding partners and/or have difficulties meeting their funding needs. In the sample, all PLIs
had already received at least one loan from an international fund provider and 7 out of the 11 PLIs already had an
outstanding loan from a commercially-oriented fund prior to the intervention of REGMIFA. The REGMIFA intervention
also corresponded to the diversification of the PLIs’ fund providers (including commercially oriented fund providers, in
addition to REGMIFA) but these new funding relationships cannot be attributed with a sufficient degree of confidence
to the REGMIFA intervention.

The additionality of REGMIFA’s funding has also been through the provision of international funding mostly in local
currency in 2010 and 2011, thus protecting PLIs against foreign exchange (FX) risk. It should be noted that other MIVs
started offering loans in local currency at the same time as REGMIFA when MFX started its operations in 2010. In
addition, the majority of the REGMIFA loans have been disbursed with fixed interest rates, thus protecting the PLIs
against interest rate risk. It is particularly relevant in some countries with high and volatile interest rates and inflation
(e.g. Nigeria, Mozambique, Ghana, and Kenya). Although the hedging mechanism usually entailed higher pricing, the
REGMIFA loans generally remained within the average rates paid by PLIs and are still competitive compared with other
MIVs. In addition, TA indirectly reduces the cost of the REGMIFA’s loans.

Thanks to its high quality and by focusing on the key areas for improvement of PLIs according to their stage of
development, the TA provided by REGMIFA has demonstrated a strong additionality. However, this additionality has
generally benefited so far to the best-performing MFls in Sub-Saharan Africa (in the sample, most of the TA budget was
invested in PLIs that were already very well ranked among all PLIs rated by Planet Rating in Sub-Saharan Africa before
the REGMIFA Intervention) and less to MFIs with a fair performance and a moderate to medium-high risk level (as per
the common Rating Grade classification for all microfinance rating agencies; refer to appendices).
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The Intervention of the REGMIFA Technical Assistance Facility (TAF) has been overall efficient and effective in
achieving the expected outcomes, activities and deliverables defined in the terms of reference (TOR) and the consultants
provided high quality services to the PLIs. However, the level of achievement of the medium-long term expected
outcomes of some small TA projects is lower in 5 PLIs of the sample mostly due to limited willingness and/or capacity
of the PLIs to put into practice the lessons learnt, the conclusions of and/or the strategy designed by the consultants.
This risk is mitigated by REGMIFA’s policies to start with small TA projects to test the capacity and willingness of the PLIs
and subsequently offer more important TA interventions. The REGMIFA intervention has overall been time-efficient but
some delays have been seen partly due to optimistic terms of reference of some TA projects, inefficient internal
management of the TA projects within the PLIs or external factors. The REGMIFA TAF has put in place adequate
processes to efficiently manage the TA projects such as a clear and efficient process to identify the TA needs of the PLIs
and select the consultants and the REGMIFA TAF proved to be flexible in order to adapt TA to the needs or changing
environment of the PLlIs.

The TA projects implemented by the REGMIFA TAF have been designed to ensure the sustainability of TA as the terms
of reference have been designed in partnership with the PLIs, the TA projects generally included trainings and capacity
building components, were implemented in a participative manner, included a cost-sharing principle and when possible
were organized in synergy with other TA projects. In some cases, the TA sustainability has nevertheless been hindered
by the lack of involvement or willingness of the PLIs as explained above.

The level of satisfaction of the PLIs with the REGMIFA Intervention (funding and TA) is high. All the PLIs of our sample
have renewed their loans with REGMIFA. In addition, the PLIs expressed their satisfaction with the REGMIFA’s TA
projects in terms of the relevance of the objectives defined, the selection of the consultants, the outcomes and the
participative process. They also expressed their satisfaction with the flexibility of the REGMIFA TAF and consultants to
adapt their assignment to the changing needs of the PLIs.

The institutional and social performance of the 11 PLIs of the sample is much higher than Sub-Saharan benchmarks
and their performance and risk profile have been stable to positive over the last years. Out of the 8 PLIs of the sample
that had already received an institutional rating before the REGMIFA Intervention, half of them have recorded a positive
trend in their institutional performance after the REGMIFA Intervention, while the other half has recorded a stable
trend. Only one third of the PLIs that have received a social rating before the REGMIFA Intervention have recorded a
positive trend in their social performance after the REGMIFA Intervention.

Keeping in mind the difficulty to attribute the evolution of the performance of the PLIs to the REGMIFA intervention,
the impact of the REGMIFA Intervention on the institutional and financial performance of PLIs is deemed relatively
positive based on Planet Rating’s observations at the PLIs level. The REGMIFA intervention notably i) helped PLIs
improve their risk profile through effective TA in areas such as institutional transformation, risk management, customer
service, and MIS; ii) contributed to portfolio growth; and iii) indirectly raised the PLIs’ profile towards international
commercial investors. Impact remains difficult to demonstrate as significant external or internal factors have influenced
the evolution of the institution performance of the PLIs and REGMIFA only became recently a partner of some PLls. In
addition, only two TA projects were of significant size (institutional transformation), while other TA projects were of
limited scope and their impact was therefore more difficult to observe. The impact of the REGMIFA intervention on
the social performance of PLIs is deemed more limited, which can be expected since during the inception phase of
REGMIFA the focus of the TA projects was set on strengthening the operations and reducing risks of the PLIs rather than
on social performance. Improvements in institutional performance, notably in the case of institutional transformation
nevertheless positively impacted social performance thanks to the development of new products and services as well
as the implementation of basic client protection systems.
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Key findings

= Additionality and relevance

Overall, as a debt fund coupled with a Technical Assistance Facility focusingSahaun Africa, REGMIFA has a clear
additionality in bringing a comprehensive package (funding and TA) to PLIs. In terms of geographic targeting, the
additionality of REGMrAIis good in terms of number of countries reached but still limited in terms of loan portfolio
volumes invested in the | ess served countries. In te
contributing to build track record of the Phaisd reducing thie exposure to market risks but its additionality is still limited

in terms of reaching out to MFIs that are not served by other MIVs. The addiiosfalechnical assistance $rong

thanks to the delivery of high quality consultancy sei ces and t he provision of servi

Debt fund coupled with a Technical Assistance Facility: a clear additionality

The REGMIFA Fund was founded on the principle of combining public mandate and market orientation through the
creation of a commercially-oriented fund with a social impact aim, coupled with a Technical Assistance Facility (TAF),
the latter reflecting the public mandate of REGMIFA.

REGMIFA is investing in Sub-Saharan Africa, a region that represented only 7% of the total portfolio of microfinance
investment vehicles (MIV) in 2012 but which has seen very high growth rates over the past few years (+54% in 2010,
+41% in 2011, +34% in 2012).% In this context of high growth of the MIV investments in Sub-Saharan Africa, many MIVs
are trying to find good investment targets in Africa and most microfinance actors agree that there is currently too few
eligible microfinance institutions (MFls) for the amount of funding earmarked for Sub-Saharan Africa to date. In this
context, REGMIFA’s approach to offer debt funding together with TA is relevant as it may help strengthening MFlIs and
prepare them to receive external funding from other MIVs, especially commercial ones.

As highlighted by the overall lower grades given by Planet Rating to Sub-Saharan MFIs in institutional ratings compared
to other continents (refer to the graphs below), Sub-Saharan MFIs have significant needs for strengthening their systems
and performance, and as such the REGMIFA TAF is particularly relevant. In addition, the REGMIFA TAF brings
additionality to the REGMIFA funding, as although there are other investors with a similar approach in Sub-Saharan
Africa (e.g. Incofin, Triple Jump, Oikocredit), they are not yet many that offer this comprehensive package to MFls. As a
consequence, several PLIs of this evaluation’s sample have chosen REGMIFA among other funding options in order to
benefit from the package Funding and TA.

Ranking of the rating grades given by Planet Rating for GIRAFE and Smart GIRAFE ratings since 2008
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4 Symbiotics MIV Survey, 2011, 2012, 2013.
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Geographic targeting: a good additionality in terms of nhumber of countries reached but a still limited

additionality in terms of loan portfolio volumes invested in the less served countries by other MIVs

As a new commercially-oriented fund, REGMIFA has initiated its first partnerships in less risky Sub-Saharan countries
and with more mature MFIs in order to ensure its financial sustainability: it first intervened in countries where other
MIVs were also investing (e.g. Ghana, Kenya, Nigeria, Senegal, and Tanzania) and later diversified to more underserved
countries (e.g. Benin, Togo, Mozambique, Zambia) to reach out to already 17 countries after 3 years of existence,® which
is a very good performance when compared to available benchmarks.® Given that the share of the REGMIFA portfolio
in underserved countries remains limited today (but is expected to grow in the coming years), the additionality of the
REGMIFA intervention is good in terms of number of countries reached but still limited in terms of loan portfolio
volumes invested in the less served countries. Portfolio volume is indeed still concentrated in countries which received
the highest volumes of investments from other MIVs: as of December 2013, 70% of the REGMIFA portfolio was invested
in 5 countries (Nigeria, Senegal, Tanzania, Ghana and Uganda)’, in which 46% of the Sub-Saharan portfolio of the most
important 18 MIVs was also concentrated.®

PLIs’ targeting: a good additionality in contributing to build track record of the PLIs but a still limited

additionality in terms of reaching out to MFIs that are not served by other MIVs

REGMIFA’s objective to build a balanced portfolio, with small and medium-sized PLIs comprising the majority of the
Fund’s client mix has been satisfactorily achieved. The majority of the PLIs (70%) were classified as tier 2 (43%) or tier
3 (27%) when REGMIFA did its first investments and have often upgraded to the next tier as a result of their growth
supported by REGMIFA.® This trend is reflected in the sample of 11 PLIs which is today mostly made of tier 1 and tier 2
PLIs due to the same reasons (64% as tier 1, 27% as tier 2 and 9% as tier 3 as of Dec. 2013).

Tier classification of all the PLIs of the REGMIFA portfolio at Tier classification of all the PLIs of the REGMIFA portfolio as
the date of the first loan disbursement for each PLI of Dec. 2013

> REGMIFA, Quarterly Factsheet, Q4/2013.

¢ Planet Rating, MIV database: as of Dec. 2012, Oikocredit had investments in 20 countries and the Oxfam Novib Fund in 17 countries.
7 REGMIFA, Quarterly Factsheet, Q4/2013.

8 Planet Rating, MIV database.

9 According to the classification of REGMIFA, small PLIs (Tier 3) include those with total assets below USD 10 million, medium PLIs (Tier
2) include total assets between USD 10 and 30 million, and large PLIs" (Tier 1) total assets exceed USD 30 million.
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Even if REGMIFA has invested in majority in PLIs classified as Tier 2 when making its first investments, most of REGMIFA’s
PLIs were already among the most visible MFls in Sub-Saharan Africa at the time of REGMIFA’s first investments and
among the leaders in the microfinance markets of their countries. This reflects the fact that market leaders in Sub-
Saharan Africa are not necessarily Tier 1 MFls. Indeed, the share of Tier 1 MFls is lower in Sub-Saharan Africa than in
the rest of the world: based on the MixMarket data as of Dec. 2012,%° Tier 1 MFIs represented 14% of all Sub-Saharan
MFIs reporting to the MixMarket (and Tier 3 MFls represented 78%), while globally Tier 1 MFlIs represented 23% of all
MFIs reporting to the MixMarket (and Tier 3 MFls represented 62%).

Even if originally comprised of a majority of tier 2 and tier 3 PLIs, the client mix of REGMIFA is made of microfinance

institutions that are the most visible in Sub-Saharan Africa. As a result, the additionality of REGMIFA consists more in

building market confidence and track record of the most visible MFls than bringing funds to Sub-Saharan MFIs that

do not have sufficient funding partners and/or have difficulties meeting their funding needs.

= The majority of them already had several funding partners before the REGMIFA intervention (the 11 PLIs of the
sample had on average 7 funding partners the year before the REGMIFA intervention; between 2 and 23 depending
on the PLIs) and as such did not have specific difficulties before the REGMIFA intervention to find the financial
resources necessary to fund their activities;

= 7 out of the 11 PLIs of our sample already had an outstanding loan from a commercially-oriented fund the year
before the REGMIFA intervention (on average, the PLIs of our sample had 3 commercially-oriented fund providers
the year before the REGMIFA intervention; between 0 and 13 depending on the PLIs).

10 As of 15" April 2013, MixMarket data as of Dec. 2012 are more comprehensive than data as of Dec. 2013 (1,388 MFls have reported
their 2012 data to the MIX while only 693 MFIs have reported their 2013 data).

www.planetrating.com 12/37



Impact Assessment of the REGMIFA Intervention on Partner Lending Institutions

= All of them had already received at least one loan from an international fund provider (on average, the PLIs of
our sample had 4 international fund providers the year before the REGMIFA intervention; between 1 and 13
depending on the PLIs);

For the majority of the PLIs, the entry of REGMIFA has corresponded with:

=  Anincrease in the number of fund providers of the PLIs (on average, the number of fund providers of the PLIs of
our sample has increased from 7 the year before the REGMIFA intervention to 9 as of December 2012 but varies
significantly among the PLIs of our sample).'’ However, even if the REGMIFA loans clearly contributed to build
market confidence and track record of PLls, it is difficult to attribute the new funding relationships of the PLIs
directly to the REGMIFA intervention.

= An increase in the number of commercially-oriented fund providers of the PLIs (on average, the number of
commercially-oriented fund providers of the PLIs of our sample has increased from 3 the year before the REGMIFA
intervention to 5 as of December 2012 but varies significantly among the PLIs of our sample).

Evolution of the number of fund providers of the 11 PLIs
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The additionality is stronger for a couple of PLIs for which REGMIFA was the first commercially-oriented MIV to invest
in them (PLI 7, PLI 6, PLI 9 and PLI 10) and as such REGMIFA was the first fund provider to show to these PLIs the
requirements of commercially-oriented MIVs. So far, among these 4 PLls, only PLI 6 has received loans from other
commercially-oriented MIVs after the REGMIFA Investment, which can be explained by the fact that these PLIs have not
yet had the need to attract additional commercial debt.

On the contrary, for the PLIs belonging to networks (PLI 2, PLI 3 and PLI 6), the additionality of the REGMIFA funding is

overall less important than for other PLIs as most of their financial resources come from their network (as shareholder

and/or funder) and the network gives them bargaining power, helps them find new funding partners and negotiate the

funds.

The additionality in terms of access to funding is stronger for two PLIs of our sample that had limited access to funding

before accessing the REGMIFA loans and/or did not have a diversified funding base:

= The additionality of the REGMIFA’s loans is high for PLI 4 as REGMIFA was the first lender to grant PLI 4 such a large
amount of funding, which has contributed to improve the institution’s access to financial resources. Indeed, If
REGMIFA stepped in a few months after several international MIVs at PLI 4, it was able to bring with a single loan
an amount equivalent to the sum of loans disbursed by three distinct MIVs in previous months. There was
consequently a clear gain of efficiency that allowed PLI 4 to limit the number of fund providers necessary to cater
for its growth.

" As all the institutional ratings of the 10 PLIs (PLI 10 did not receive an institutional rating) have been done in 2013, data as of Dec.
2013 is not available.
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= REGMIFA’s loans had strong additionality as well for PLI 9 as its funding structure relied mostly on voluntary savings,
PLI 9 had limited access to international borrowings (in line with its strategy) and had to replace maturing debts.!?
Indeed, the REGMIFA loans brought longer term resources to PLI 9 to compensate for the volatility of deposits and
REGMIFA was the only fund provider of PLI 9 since Dec. 2012 as some other fund providers have exited. The
additionality of the REGMIFA intervention with PLI 9 was important as it brought support to a leading institution in
Mozambique in the middle of a recovery process that had turned funding into an issue. REGMIFA’s ability to step
in after several years of crisis was an important component of PLI 9’s recovery process, mitigating financial risks
and ensuring sufficient liquidity levels.

Loans in local currency and mostly with fixed interest rates: a clear additionality in reducing the exposure

of PLIs to market risks

The additionality of REGMIFA’s funding has also been through the provision of international funding mostly in local
currency in 2010 and 2011, thus protecting PLIs against foreign exchange (FX) risk. It should be noted that other MIVs
started offering loans in local currency at the same time as REGMIFA when MFX started its operations in 2010.

Except for PLI 10, all the loans disbursed by REGMIFA to the 11 PLIs of our sample were fully hedged. In the case of PLI
10, 25% of the loans was denominated in EUR, which was an agreement found between REGMIFA and PLI 10 in order
to decrease the price of the loans by not including in it the hedging mechanisms. According to the policies of REGMIFA,
PLIs have to respect a covenant on open currency position, with the objective to limit the PLI’s exposure to FX risk. For
example, the assets of PLI 10 denominated in EUR were higher than its liabilities denominated in EUR, thus limiting its
exposure to FX risk. Some PLIs of our sample had already received funding in local currency, including from
commercially-oriented MIVs, before the REGMIFA funds, but in several cases, PLIs did not have access to local currency
funding prior to REGMIFA and benefited after from more local currency funding thanks to REGMIFA and other funders,
thus contributing to decrease the exposure of PLIs to FX risk. For example, given the scarcity of long-term local currency
funds in Mozambique, REGMIFA loans in local currency brought a clear value-added to PLI 9.

In addition, the majority of the REGMIFA loans have been disbursed with fixed interest rates, thus protecting the PLIs
against interest rate risk. It was particularly relevant in some countries with high and volatile interest rates and inflation
(e.g. Nigeria, Mozambique, Ghana, Kenya). In some cases, REGMIFA was the first MIV or among the first international
lenders to give loans with fixed interest rates (e.g. PLI 8, PLI 9), which represented a considerable improvement given
the past volatility of prime rates in some countries and contributed to decrease the interest rate risk open position of
the PLIs and to keep their funding costs under control. In addition, in some cases (e.g. PLI 9, PLI 3, PLI 8), after disbursing
first loans with floating interest rates, REGMIFA has improved the conditions of its loans when renewing them at fixed
interest rates, thus contributing to decrease the PLIs’ exposure to interest rate risk. However, in the case of PLI 2, the
majority of REGMIFA loans (60%) are still at a variable rate (as per the request of the PLI), which exposes PLI 2 to
meaningful risk considering the trend of rising T-bill rates in recent years. With most loans tied to T-bill rates, the
weighted average interest rate for all borrowings has risen from 11.3% (2011) to 16.5% (2013) and the increase in rates
of REGMIFA loans has been a significant driver in this trend.

Although the hedging mechanism usually entailed higher pricing, the REGMIFA loans generally remained within the
average rates paid by PLIs and are still competitive compared with other MIVs (e.g. for PLI 8, PLI 4) or even lower than
the interest rates charged by other MIVs (e.g. for PLI 6, PLI 1). In addition, it should be noted that TA indirectly reduces
the cost of the REGMIFA’s loans. However, for some PLIs, the interest rates charged by REGMIFA are slightly above the
average cost of borrowings of the PLlIs, including borrowings offered by other international funders (e.g. PLI 2, PLI 7, PLI
10, PLI 11), which can be explained by three main factors:

= The PLIs have received subsidized funds from other international partners (e.g. PLI 2, PLI 11);

12 According to information collected during Planet Rating’s 2010 field visit, former providers were in the process of exiting or hardening
their loan conditions.
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=  The PLIs have a good track record with some local banks and have been able to negotiate funds at decreased
interest rates (e.g. PLI 10);

= In the context of high volatility of interest rates in some countries, the interest rates have significantly decreased
after the disbursement of the REGMIFA loans. As a consequence, the interest rates of the REGMIFA loans stand
higher than those of the newly disbursed loans (e.g. PLI 7).

Technical assistance: a strong additionality thanks to the delivery of high quality consultancy services and

the provision of services based on clients’ needs

Thanks to its high quality and by focusing on the key areas for improvement of PLIs according to their stage of
development, the TA provided by REGMIFA has demonstrated a strong additionality. This was achieved thanks to an
adequate process to identify the PLIs’ needs in terms of TA and TA often focused on the areas in which PLIs had the less
in-house skills. Although most PLIs already had access to consulting services, they were not focused on the same areas.
The ratings conducted by Planet Rating before the REGMIFA Intervention and in 2013 in the course of the REGMIFA
Impact Assessment generally confirmed the need for improvement of the PLIs in the domain concerned by the TA. For
some PLlIs, the existence of the REGMIFA TA Facility was a strong differentiating factor at the time of choosing REGMIFA
among several lenders.

Additionality is particularly strong for TA supporting the development of innovative financial services (e.g. after a
transformation, mobile banking, agriculture lending) since the required skills and knowledge are less available in the
market. For example, by focusing on the transformation process, the TA provided by REGMIFA to PLI 8 brought a
significant added value to PLI 8 and allowed the development of savings services and new delivery channels.

For MFIs part of a network (e.g. NETWORK 1, Network 2), it is important to focus TA on innovative financial services
since such MFIs often already have access to more standard TA from their network. This was done in the case of PLI 6
(Design and Launch of Correspondent Network Pilot) and PLI 2 (Transformation, savings, branchless banking, POS
strategy and pilot set up assistance). In the case of PLI 3, TA focused on more basic TA and the institution was actually
able to strengthen its individual and SME lending methodologies using internal resources, without the help of REGMIFA;
in addition, PLI 3 already received assistance from Network 1 in management support and governance.

TA with smaller budget also had some additionality. For example, the availability of TA on customer service encouraged
PLI 9 to focus on this major topic, which PLI 9 might not have done if it not funded by REGMIFA.

This additionality has generally benefited so far more to the best-performing MFIs in Sub-Saharan Africa (in the

sample, most of the TA budget was invested in PLIs that were already very well ranked among all PLIs rated by Planet

Rating in Sub-Saharan Africa before the REGMIFA Intervention) and less to MFIs with a fair performance and a moderate

to medium-high risk level (49% of the TA budget invested for PLIs that have received a “good” grade and 14% for the

PLIs that have received a “Fair” grade; as per the common Rating Grade classification for all microfinance rating

agencies; refer to appendices). This can be mostly explained by the following factors:

=  The TAF pipeline depends on the Fund’s portfolio and all REGMIFA PLIs are eligible for TA (Tier 1, 2 and 3 PLIs);

= Smallest PLIs (e.g. Tier 3) or PLIs that have received lower grades in institutional ratings have weakest internal
systems and financial performance and thus less capacity for absorbing TA interventions and affording the co-
financing requirements;

=  REGMIFA has adopted an approach of “subsequent” projects, especially with small PLIs (e.g. Tier 3 PLIs, which do
not belong to a network): in some cases a pre-TA is needed, such as an assessment of the current situation including
an action plan, a gap analysis or a market research, thus the first TA intervention focuses on the TA assessment and
recommendations for its implementation, and a second one on the implementation itself, taking into account the
recommendation of the first project;

=  The two biggest TA projects represented one third of the total TA budget for the 11 PLIs (e.g. transformation
projects at PLI 2 and PLI 8) and targeted Tier 1 PLIs that had the ability to absorb such TA projects;
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= Some PLIs were upgraded from Tiers 2 and 3 to Tiers 1 and 2 since the beginning of the REGMIFA Intervention,
(e.g. PLI 4, PLI 6, PLI 11).

However, considering that PLIs were generally already used to have recourse to consultants with their own funds, had
already received support from other partners before the REGMIFA Intervention and were among the best-performing
MFIs in Sub-Saharan Africa (in the sample, most of the TA budget was invested in PLIs that were already very well ranked
among all PLIs rated by Planet Rating in Sub-Saharan Africa before the REGMIFA Intervention), REGMIFA TAF could
improve its additionality by targeting more MFIs with a fair performance and a moderate to medium-high risk level
(as per the common Rating Grade classification for all microfinance rating agencies; refer to appendices).

Distribution of the TA budgetof the 11 PLIs Distribution of the TA budget of the 11 PLIs
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= Effectiveness and Efficiency

The REGMIFA TAF Intervention has been efficient and effective in achieving the objectives set even if some shortcomings
have been seen for some projects mostly due to the PLIs and/or external factors and in rare cases@R& G FA
TAF Note: although not originally in the ToRhis section was added to the assessment to tackle the effectivemebs
efficiencyo f REGMI F A’ s .AsAuch, ihndbes notceviee dffectivenesand efficiency athe REGMIFA Fund

A good level of achievement of the expected outcomes and activities defined in the terms of reference of
the TA projects

Overall the expected outcomes, activities and deliverables defined in the terms of reference (TOR) of the TA projects

have been achieved, implemented and delivered to the PLIs. The consultants generally provided high quality services to

the PLIs and the deliverables were professionally provided. Some significant achievements of the TA projects

implemented by the REGMIFA TAF can be noted such as:

= The transformation processes have been achieved at PLI 8 and PLI 2, thus allowing strengthening their systems and
diversifying their range of services;

= A more efficient MIS is in place at PLI 10 as well as a new Business plan, even if some shortcomings remain;

= Diagnostics and assessments have been conducted on the credit, risk management and/or customer service at PLI
3, PLI 4, PLI 9, and PLI 11;

=  Corporate governance trainings and/or workshops have been provided to PLI 7 and PLI 5;

= Capacity building and knowledge transfer provided to the majority of the 11 PLIs.

It has however to be noted that in some cases, expected social outcomes, as defined in the TOR'3, have only been partly
achieved due to two main factors: insufficient knowledge on Social Performance Management (SPM) and Client
Protection Principles (CPPs) topics and international standards of some consultants, especially regional consultants, and
insufficient buy-in of social goals by some PLIs of the sample. For example, the SPM and CPPs dimensions were only
partially included in the trainings and workshops at PLI 5 and PLI 7, while the social dimension was not formally included
in the business planning exercise at PLI 10 contrary to what was defined in the TOR of the 3 projects.

A lower level of achievement of the medium-long term expected outcomes of the TA projects mostly due

to limited willingness and/or capacity of the PLIs to put into practice the lessons learnt, the conclusions

and/or the strategy proposed by the consultants

In some cases, the REGMIFA TAF has adopted an approach of “subsequent” projects (especially with small PLIs), starting
with “small” TA projects in order to assess the capacity/willingness of the PLIs to absorb a second bigger TA project or
starting with a “pre-TA project” (such as an assessment of the current situation including an action plan, a gap analysis
or a market research) before designing a biggest TA project focusing on the implementation of the recommendations
of the first TA project. Indeed, 6 out of the 13 TA projects implemented for the 11 PLIs of the sample consisted in
organizing trainings or workshops, conducting assessments or designing strategies and did not include the
implementation of changes (e.g. for PLI 11, PLI 7, PLI 5, PLI 4). The achievement of the medium-long term expected
outcomes of the TA projects highly depended on the willingness and/or capacity of the PLIs to put into practice the
lessons learnt during the trainings, the conclusions of the consultants or the strategy proposed by the consultants. The
REGMIFA TAF put in place adequate mitigating measures in order to mitigate such risk (for example with the

|)I

implementation of “small” TA projects in order to assess the capacity/willingness of the PLIs, or with cost-sharing
principles), but was faced in some cases with lack of willingness from some PLIs, which hampered the achievement of
the expected results of some TA projects. It should be noted that as REGMIFA is a debt fund and not an equity fund,

REGMIFA does not take part in the decision-making process of the PLIs. As such, REGMIFA has limited influence on the

'3 Starting 2012, the REGMIFA TAF decided to include SPM and CPPs dimensions in the terms of reference of all TA projects.
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PLIs to make them implement the changes and/or recommendations at the end of the TA projects if a second TA project
focusing on the implementation of the recommendations of the first project is not put in place by the REGMIFA TAF.

For example, in the following cases, the medium-long term expected outcomes of the TA projects have not been

achieved yet even if the activities have been implemented and the deliverables have been produced by the

consultants as per the TOR:

= At PLI 4, the management team did not agree with the conclusions of the risk assessment done by the consultants
(even if Planet Rating’s analysts agreed with most of the findings reflected in the consultants’ risk assessment
report) and the TA project that would have included the implementation of changes was not launched due to
ongoing negotiations between the Fund and the PLI of a new refinancing. As a consequence, the objective to
improve risk management and internal control systems was not achieved.

= At PLI 11, the final objective of the TA project (e.g. improvement of portfolio quality) has not been achieved due to
the lack of implementation of the recommendations made by the consultants by PLI 11 at the end of the TA project.
Indeed, most of the recommendations made by the consultants have not been implemented by PLI 11 (e.g. the
trainings on best practices have only been replicated to a limited number of credit staff, the new credit policy taking
into account the recommendations of the consultant and a specific credit policy for loans of big amounts have not
been finalized) and at the very last moment PLI 11 did not accept to sign an addendum with the REGMIFA TAF to
help PLI 11 implementing the key recommendations of the consultants. Contrary to the objective of TA, credit risk
sharply increased starting January 2013, which is partly due to external factors (e.g. fires in Lomé’s markets) but
also to internal factors such as frauds, insufficient credit appraisal, follow-up and delinquency management, thus
highlighting that the medium term expected outcomes of the REGMIFA’s TA project were not achieved. Indeed, as
part of the rating exercise, Planet Rating gave to PLI 11 the grade “d” in the “Assets” rating domain.

= At PLI 10, most of the recommendations made by the consultants on the MIS have not been implemented yet (such
as data security systems).

The REGMIFA intervention has overall been time-efficient but some delays have been seen partly due to

optimistic terms of reference of some TA projects, inefficient internal management of the TA projects

within the PLIs or external factors

Concerning the REGMIFA TA, most of the TA projects have been implemented within a reasonable time period and
within the timeframe defined in the TOR. However, the implementation of some TA projects has suffered from delays,
which can be explained by factors linked to the definition of the TOR by the REGMIFA TAF that in some cases have been
optimistic, especially for multi-focus TA projects that brought important changes to the PLls, inefficient internal
management of the TA projects within the PLIs or external factors (such as delays to receive licenses from the
supervisory bodies in case of the transformation projects). However, in most of the cases, REGMIFA has proved to be
flexible to ensure that the objectives of TA are achieved (refer to the next section).

In the case of PLI 2, the initial timeframes set in the terms of reference have been optimistic as REGMIFA TAF
underestimated the time needed to receive the license from the supervisory body. Most of the objectives of the
transformation project have been reached but some other objectives have not been reached during the TA project
(9 months) although they are likely to be reached in the future due to PLI 2 support from Network 1. More particularly,
the change management component of the TA project that was included by the REGMIFA TAF was finally too short to
make a real shift in behaviour. The REGMIFA TAF has learnt from this project (that was one of the first TA projects
implemented by the REGMIFA TAF) that they had to improve the anticipated assessments of the risks that could affect
the achievement of the objectives of the TA projects and their potential impact on the TA projects.

Overall, the PLIs have demonstrated a good level of involvement and dedicated the required staff and time to ensure
that the objectives and outcomes of the TA projects are achieved. This has been achieved thanks to the good
appropriation of the TA projects by the PLIs as they have been involved in the definition of the terms of reference, the
implementation of the projects and all projects have been implemented according to the principle of cost-sharing.
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However, some delays in the implementation of the TA projects can be explained by inefficient internal management

of the TA projects within the PLIs. Some examples can be seen with the TA projects implemented at PLI 3 and PLI 10:

= At PLI 3, the TA project begun with delays (several months after the writing of the terms of reference) due mainly
to the change of the CEO of the institution.

= At PLI 10, both TA projects (evaluation of the MIS and business planning projects) were not finalized within the
timeframes defined in the TOR as PLI 10 made additional requests in the course of the projects (e.g. additional
requirements for the MIS, request to generate financial statements in line with the new accounting framework of
the WAEMU region), PLI 10’s IT staff in charge of processing the changes in the MIS went away in the course of the
TA project and the IT team of PLI 10 was insufficiently skilled to manage such MIS project, and PLI 10 was not always
reactive to provide its feedback on the deliverables sent by the consultants (e.g. comments on the draft Business
Plan sent by PLI 10 with delays). However, it should be noted that REGMIFA TAF made two addendums to be able
to achieve the desired results.

Finally, as explained above, some shortcomings of the TA can be attributed to external factors. For example, at PLI 2,
the savings pilot was not realized because the Bank of Tanzania did not issue the banking license as early as expected.
At PLI 8, some delays were experienced in the delivery of the business planning component due to the delays of Bank
of Ghana in providing comments on the feasibility report.

The REGMIFA TAF has overall been able to efficiently manage and adjust the TA projects if needed

The REGMIFA TAF has put in place adequate processes to efficiently manage the TA projects such as a clear and efficient
process to identify the TA needs of the PLIs and select the consultants. Some efficiency gains have been made for some
projects when the consultants had already worked with the PLIs before, or when the two REGMIFA TA projects have
been implemented by the same consulting firms (e.g. at PLI 10, it was very useful for the consultants to already know
well the MIS and organization of PLI 10 to conduct the strategic planning exercise).

In addition, the REGMIFA TAF proved to be flexible in order to adapt TA to the needs or changing environment of the
PLIs. In some cases addendums have been signed to extend the duration or scope of the TA projects in order to achieve
the objectives (e.g. PLI 10). An addendum was also proposed to PLI 11 but it was refused by the PLI. In addition, for PLI
2, the deadlines for the second TA project have been shifted and more realistic objectives have been set compared to
the first project, thus highlighting the capacity of the REGMIFA TAF to adjust its processes (e.g. aligning the TA
deliverables with the requirements of the Bank of Tanzania). In the case of PLI 8, as the training related to Internal Audit
was cancelled due to the delayed introduction of a new Chief Internal Auditor, it was replaced by the REGMIFA TAF by
another training related to additional key needs of the PLI.
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= Sustainability

The TA projects implemented by the REGMIFA TAF haveldsigned to ensure the sustainability of. T#e terms of

reference have been designed in partnership with the; HdsTA projects generally included trainings and capacity
building componentandwere implemented in a participative mann@rcluded a cst-sharing principlewhen possible

were organized in synergy with other TA projects. In some cases, the TA sustainability has nevertheless been hindered
by the lack of involvement or willingness of the PLIs as explairibd previous sectiomNote: although not originally in

the ToR, this section was added to the assessment to tackkuthi@inabilityo f REGMI FA’' s .Assuch,itt er v e
does not covethe sustainability othe REGMIFA Fund

Overall, the TA projects implemented by REGMIFA have been designed to ensure the sustainability of TA:

= The TA TOR have been designed in partnership with the PLIs and, if applicable, with the network they belong to
(e.g. Network 1, Network 2), in order to ensure the alignment of the TA with the strategy of the PLIs (see also the
section on “Additionality and relevance”).

= The TA projects generally have been designed to ensure the sustainability of the outcomes: they included trainings
and capacity building components as well as tools delivered by the consultants to the PLIs, so that PLIs are able to
use internally the outcomes of the TA projects.

= The TA projects were implemented and the TA deliverables were elaborated in a participative manner by a team
composed of the consultants and staff of the PLIs, thus ensuring knowledge transfer during the TA projects.

= Allthe TA projects implemented for the 11 PLIs of the sample have been implemented according to the principle of
cost-sharing, which are designed to encourage the PLIs to achieve the objectives of TA and build on the outcomes
of TA.

As explained above, the targeting of relatively mature PLIs (when compared to regional peers) is also instrumental as
the sustainability of TA highly depends on the sustainability of the PLI. The targeting of sufficiently strong PLIs has
generally ensured that they have the capacity to internalize the TA, operationalize lessons learnt and work with
consultants. Those who have not well internalized the TA generally have the financial means to pay for additional
expertise.

In some cases, the TA sustainability has been hindered by the lack of involvement or willingness of the PLIs as

explained in the section “Effectiveness and Efficiency”4:

=  Low receptivity of the PLIs on the outcomes of the TA (e.g. PLI 4);

= Insufficient internal capacity of the PLIs in terms of competences or number of staff to build on TA or implement
follow-up measures after the end of the TA projects (e.g. PLI 10 or PLI 11, which did not implement the action plan
and recommendations of the consultants after the TA projects).

Sustainability is further ensured in some particular cases, for example when the consultants continued providing TA or
capacity building after the end of the TA projects (e.g. PLI 8) or when consultants are locally-based (e.g. PLI 9). For
example, in the case of PLI 8, the continuity of the TA and the other components were covered by the same consultant
through the Incofin RIF Il projects. Incofin and the REGMIFA TAF Manager signed a “Coordination agreement” in
November 2011 to share information and provide coordination with the consultant and PLI 8. Indeed, when possible,
the REGMIFA TAF aims at ensuring complementarity with other TA sponsors, which was also done in the case of PLI 11.

" It should be noted that as a debt fund, REGMIFA’s capacity to incentivize the PLIs to implement the recommendations of the
consultants after a TA project is weaker than an equity fund.
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= Satisfaction

The level of satisfaction of the PLIs with the REGMIFA Intervention (funding and TA) is high. All the PLIs of our sample
have renewed their | oans with REGMI FA. I n addititen, th
in terms of the relevance of the objectives defined, selection of the consultants, the outcomes and the participative
process. They also expressed their satisfaction with the flexibility of the REGMIFA TAF and consultants to adapt their
assignment to te changing needs of the PLote: given thatREGMIFA alreadyssesssthe satisfaction of PLIs (for

example, throughhe satisfaction forms filled by the PLIs at the endadhTA project), the objective of this section is

to give to REGMIF#n overview ofhe feedback collected by Planet Ratingnalysts from the PLIs in the course of this
assignmentHoweverPlanet Ratinglid not conduct a fubatisfaction survey of the PLIs

Overall, the level of satisfaction of the PLIs with the REGMIFA Intervention is high. All the PLIs of our sample have signed
for one or several new loans after the first one received from REGMIFA, thus highlighting their satisfaction. PLIs
particularly appreciated the effort made to improve the loan conditions while renewing the loans (e.g. decreased
interest rates, increased maturity, from floating to fixed interest rates).

Overall, the PLlIs are satisfied with the conditions of the funding provided and by the relationship with the investment
team but some PLIs provided a mixed feedback on some specific points:

= The pricing of REGMIFA loan, reflecting a different understanding of the overall loan conditions between REGMIFA
and the PLI: PLIs perceive the pricing as not always competitive when REGMIFA loans’ interest rates or commission
are higher than the interest rates or commission of other funders, including international funders (e.g. PLI 10, PLI
7, PLI 5, and PLI 6). In some cases, higher pricing can be explained by different guarantee requirements or different
market conditions at the time of closing the deal but this is not always well understood by the PLI.

= Re-pricing: PLI 7 would have appreciated more flexibility from REGMIFA to re-price loans when market rates change.

= Repayment schedules: according to PLI 10, it was not fully adapted to its needs when it was in fine repayment
schedules were changed at the end of 2013 for the 2 loans to bi-annual and quarterly.

= Covenants: PLI 10 considers that the credit risk covenant (PAR 30>10%) is too strict as it currently does not comply.

The satisfaction reported by the PLIs of the sample to the TA projects is generally high to very high. Overall, the PLIs
expressed their satisfaction with the REGMIFA’s TA projects in terms of the relevance of the objectives defined, the
selection of the consultants, the outcomes and the participative process. They also expressed their satisfaction with the
flexibility of the REGMIFA TAF and consultants to adapt their assignment to the changing needs of the PLls.

Overall, even if the choice of the consultants has been made by the REGMIFA TAF, the PLIs are satisfied with the
consultants that have been chosen to implement the TA projects. The PLIs expressed their satisfaction with the work
done by the consultants with respect to their approach and the quality of the tools used and deliverables. On the one
hand, some PLIs were particularly satisfied with the selection of international consultants who brought specific expertise
that was not always available in some countries or highlight on international best practices (e.g. PLI 2, PLI 11). On the
other hand, other PLIs were satisfied with the choice of local consultants who already knew the PLIs and had a better
understanding of the local context and regulation (e.g. PLI 7, PLI 5, PLI 9).

However, some PLIs (two out of eleven) were not fully satisfied with specific results/elements of the TA projects:

=  PLI 4’s management team expressed limited satisfaction regarding the TA received and did not agree with the
conclusions of the consultants, arguing that the consultants had not sufficiently adapted to PLI 4’s peculiarities. This
opinion is however not shared by Planet Rating, whose analysts agree with most of the findings reflected on
consultants’ risk assessment report.

=  PLI 10 considered that the duration of the TA projects have been too short to be able to achieve the objectives of
the TA properly. For example, PLI 10 considered that the new MIS has been implemented too soon because it was
the end of the TA project and that the institution was not fully ready but part of the delay in implementing the TA
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project was due to insufficient internal capacity at PLI 10 to manage the TA projects and changing requirements
from the PLI. Overall, the REGMIFA TAF has proved flexible with PLI 10.

The evaluation forms filled by the PLIs at the end of the TA project highlight a high level of satisfaction of the PLIs with

the TA projects. The informal feedback collected from the management teams of the PLls also illustrated a good
satisfaction level of their staff implicated in the TA projects or who participated in the trainings done by the consultants.

= Impact

IMPACT ON INSTITUTIONAL PERFORMANCE

The institutional andocial performance of the 11 PLIs of the sample is much higher the®afaban benchmarks and

their performance and risk profile have been stable to positive over the last Yeseping in mind the difficulty to

attribute the evolution of the performancef the PLIs to the REGMIFA intervention, the impact of the REGMIFA

I ntervention on the institutional and financi al perfor
observations at the PLIs level.

Good level of institutional performance of REGMIFA’s PLIs compared to Sub-Saharan benchmarks

The 11 PLIs of the sample have received “fair” and “good” grades (refer to appendices for rating scales). for the

microfinance institutional ratings (MIR) that have been conducted in 2013 by Planet Rating. Indeed, on average, the 11
PLIs of the sample have better institutional and financial performance than the Sub-Saharan benchmark. 10 of them are
among the top 20 Sub-Saharan MFIs among all Sub-Saharan MFIs rated by Planet Rating on their institutional
performance between 2008 and 2013 (refer to the table in Appendix 1). As indicated in the graph below, 8 PLIs out of
the 11 PLIs of the sample were rated as “Good” (73%), 2 PLIs as “Fair” (18%) and one PLI did not receive an institutional
rating (PLI 10).

Distribution of grades received for the Institutional Ratings by the 11 PLIs in 2013

9%

M Excellent
H Good
Fair

No rating

Distribution of grades given by Planet Rating for Social Performance Ratings between 2008 and 2013
World Sub-Saharan Africa

11% 6% 13%

25%
‘ f M Excellent ‘ ’ M Excellent
33%  mGood M Good
Fair Fair
50%~ = Weak = Weak

62%

The distribution of the grades per rating domain received by the 10 PLIs for which Planet Rating conducted an
institutional rating in 2013 shows that the PLIs have received the best grades in “Funding and Liquidity” and then “Risk
Management” and the worst grades in “Client Protection” and “Efficiency and Profitability” (refer to the graph below).
The good grades received in the “Funding and Liquidity” domain can be partly attributed to the REGMIFA Intervention,
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as highlighted in the section “Additionality and Relevance”, the REGMIFA Fund has contributed to build a track record
and diversify the funding structure of the PLIs, along with other international fund providers.

Distribution of grades per rating domain received for the Institutional Ratings by the 10 PLIs in 2013
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Half of the PLIs that have received a rating before the REGMIFA Intervention have recorded a positive trend

in their institutional and financial performance after the REGMIFA Intervention

Out of the 11 PLIs of our sample, 8 PLIs had already received a microfinance institutional rating (MIR) before the
REGMIFA Intervention half from Planet Rating and half from other rating agencies. The evolution of the grades received
for the Institutional Ratings by the 8 PLIs shows that half of them have recorded a positive trend in their institutional
and financial performance after the REGMIFA Intervention, while the other 4 PLIs have recorded a stable trend as
highlighted in the graph below.

Distribution of MIR grades received by the 11 PLIs before Evolution of the MIR grades received by the 11 PLIs before and
the REGMIFA Intervention after the REGMIFA Intervention
36% B Positive

M Stable

No rating before
the REGMIFA
Intervention

M Fair
H Good

No rating

Indeed, overall, the impact of the REGMIFA Intervention on the institutional and financial performance of PLIs is deemed
relatively positive as the REGMIFA Fund has contributed to build a track record and diversify the funding structure of
the PLIs, along with other international fund providers, while TA projects received by the PLIs in areas such as
institutional transformation, risk management, customer service, and MIS has contributed to increase the performance
of PLIs and improve their risk profile. However, for most of the PLIs, it is difficult to attribute the evolution of the
performance of the PLIs to the REGMIFA intervention as:

www.planetrating.com 23/37



Impact Assessment of the REGMIFA Intervention on Partner Lending Institutions

=  Significant external or internal factors have influenced the evolution of the institution performance of the PLIs;

= REGMIFA only became recently a partner of some PLIs and it is too soon to be able to evaluate a potential impact;

= Except two projects that focused on institutional transformation and are supposed to bring direct impact on the
performance of the PLIs, the other TA projects were less important and their impact does not seem significant when
the PLI has not internalized lessons learnt or has limited capacity within management.

However, the impact on institutional performance of the PLIs that are more likely to be attributed to the REGMIFA

Intervention are portfolio growth and increasing outreach thanks to the REGMIFA Funding (refer to “Social

performance”), funding structure diversification, institutional transformation and improved risk management. For

example PLI 4 and PLI 2 are two examples of PLIs for which the period of the REGMIFA intervention did not correspond

to an increased institutional performance:

= At PLI 4, after a sustained period of growth, PLI 4’s governance and systems were not sufficient anymore for an
institution of this size, exposing both the institution and its clients to important risks;

= At PLI 2, the REGMIFA’s intervention came during a time when PLI 2’s profitability was decreasing and becoming
negative in Sep. 2013 (-0.5% ROA). Even if, after increasing in 2012, the Opex dropped in 2013 in spite of the cost
of transformation, reflecting a more efficient organization that is partially linked to the introduction of mobile
banking, REGMIFA did not help however PLI 2 prevent an increase in its impairment expenses or rising borrowing
costs (including REGMIFA loans).

Regarding the evolution of the grades per rating domain, among the 4 PLIs for which we have a point of reference as
they have been rated by Planet Rating between the REGMIFA Intervention (PLI 1, PLI 7, PLI 8 and PLI 9), two of them
have improved in all rating domains during the REGMIFA Intervention (PLI 7 and PLI 9), while the evolution has been
more erratic for PLI 1 and PLI 8:

= PLI 7: PLI 7 has improved in all domains of institutional performance since 2010, however, given how recently
REGMIFA became a partner to PLI 7 and the limited amount of TA received, it is difficult to attribute the positive
evolution of the institutional performance of PLI 7 to the REGMIFA Intervention;

= Thesignificant increase in PLI 9’s institutional performance grade (four notches up from C- to B-) is mostly the result
of improved governance that allowed a newly appointed CEO to perform a successful restructuring of the institution
in many areas. As a result, the impact of the REGMIFA intervention on the overall institutional performance has
been limited compared to the amount of changes occurred over the period. However, REGMIFA’s ability to step in
at a moment where the institution’s financial sustainability was still uncertain has allowed PLI 9 to renew maturing
credit lines and maintaining its liquidity level;

= For PLI 1 (which only benefited from Funding but not from TA), the decrease of the institutional performance has
been driven by the impaired performance in governance and increased credit risk, however, PLI 1’s grade in
“Funding and Liquidity” has improved, which can be partly attributed to the REGMIFA Intervention;

= For PLI 8, the institutional rating score remained a “good” performance: PLI 8 is a more mature organization after
transformation with better systems in terms of governance and risk management. As a newly established Savings
& Loans company, PLI 8 is however not yet profitable, which explains the negative trend when comparing the
performance in terms of efficiency and profitability. PLI 8 has been able to diversify its funding sources with an
increasing recourse to deposits but is still significantly exposed to floating interest rates which has resulted in high
funding costs over the last years. Although the REGMIFA intervention with SAT/PLI 8 started in 2010 (for funding)
and 2011 (for TA), a long time after the first rating in 2007, several improvements observed during the 2013 rating
can reasonably be linked to the transformation strongly supported by the REGMIFA intervention.

PLI1 PLI 7 PLI 8 PLI9

Benchmar
Institutional Rating Evolution k* Evolution Benchmark * Evolution Benchmark * Evolution Benchmark *

SS Tren SS Tren SS 201 Tren SS

2008 2013 Trend A PLI1 2010 2013 d A PLI7 2007 2013 d A PLI8 0 2013 d A PLI9
Goo Goo Fai Goo Goo Fai Goo Fai

Global scale Good Good = Fair + d d 0 r 0 d d £ r £ Fair d & r +
Planet Rating Scale B B- - C- + B+ B++ + C- + B B + C- + C-  B- + C- +
Governance b c - c + b b + c + b B + c + c b + c +
Information c c + d + a a + d + b B d + c b + d +
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Risk Management b b = d + a a + d + b B + d + c b + d +
Activities b c - c + b a + c + b B c + c b + c +
Funding & Liquidity b b + c + a a + c + b B c + d a + c +
Efficiency &

Profitability a a = c + b b + c + c C c + d b + c +
Client Protection n/a c c + n/a c c + nfa C c + nfa ¢ c +

IMPACT ON SOCIAL PERFORMANCE

Only one third of the PLIs that have received a social rating before the REGMIFA Intervention have recorded a positive
trend in their social performance after tiREGMIFA Interventiomheimpact of the REGMIFA intervention on the social
performance of PLIs is deemed more limited, which can be expected since during the inception phase of REGMIFA the
focus of the TA projects was set on strengthening the operatiodseducing risks of the PLIs rather than on social
performance.

Good level of social performance of REGMIFA’s PLIs compared to Sub-Saharan benchmarks

Overall, the social performance of the 11 PLIs of the sample is above the benchmark for Sub-Saharan Africa as
highlighted by the grades received in the Social Performance Ratings performed by Planet Rating in 2013 and 2014: 1 PLI
of the sample was rated as “Excellent” (9%), 7 PLIs as “Good” (64%) and 3 PLIs as “Fair” (27%). The 11 PLIs of the sample
are among the top 21 Sub-Saharan MFIs among the 40 Sub-Saharan MFIs rated by Planet Rating on their social
performance between 2008 and 2013 (refer to Appendix 2).

Distribution of grades received for the Social Performance Ratings by the 11 PLIs in 2013-2014

9%

M Excellent
H Good

Fair

Distribution of grades given by Planet Rating for Social Performance Ratings between 2008 and 2013

World Sub-Saharan Africa
3%
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Excellent ‘ ’/ ® Excellent
H Good B Good
Fair 40% Fair
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m Weak % = Weak

44%

The 11 PLIs of the sample have overall received the best grades in the “Financial Inclusion” and “Human Resources
Policy” rating domains of Planet Rating’s Social Performance Methodology but the worst grades in the “Social
Performance Management” and “Client Protection and Ethical Finance” domains. It should however be noted that the
overall good grades received in “Financial Inclusion” by the 11 PLIs are more indicative of the significant outreach of the
PLIs which are for most of them among the leaders in their markets but less indicative of a real target to underserved
clients or areas. The lower grades received in SPM can be attributed for some PLIs to a stronger focus put in financial
performance than social performance (e.g. PLI 4, PLI 7, PLI 10 and PLI 9), thus receiving a low score in the rating domain
factor “Social Performance Management”). As a consequence, the 11 PLIs did not perform particularly well in two
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domains of interest of REGMIFA (e.g. SPM and CPPs) and significant efforts still have to be made by the PLIs to comply
with best practices in these domains. In addition, PLIs generally have limited systems to monitor their social
performance and do not comply with all social performance covenants stated in REGMIFA funding contracts (e.g. social
risk included in risk management, social performance reporting, environmental guidelines, and exclusion list).
Distribution of the grades per rating domain received for the Social Ratings by the 11 PLIs in 2013-2014
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* refer to appendices for Planet Rating’s rating scales.

One third of the PLIs that have received a social rating before the REGMIFA Intervention have recorded a

positive trend in their social performance after the REGMIFA Intervention

Out of the 11 PLIs of our sample, 6 PLIs had already received a Social Rating before the REGMIFA Intervention, half from
Planet Rating and half from other rating agencies. The evolution of the grades received for the Social Ratings by the 6
PLIs shows that only one third of the rated PLIs (2 PLIs) have recorded a positive trend in their social performance after
the REGMIFA Intervention, while the other 4 PLIs have recorded a stable trend as highlighted in the graphs below. This
can be partly explained by the fact that only few TA projects implemented by the REGMIFA TAF had social performance
dimensions (please refer to the following sections).

Evolution of the grades received for the Social Ratings by
the PLIs before and after the REGMIFA Intervention

Distribution of the grades received for the Social Ratings by the
PLIs before the REGMIFA Intervention
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Concerning the evolution of the grades per rating domain, among the 3 PLIs for which we have a point of reference as
they have been rated by Planet Rating before the REGMIFA Intervention (PLI 2, PLI 7 and PLI 9), two of them have
improved in all rating domains during the REGMIFA Intervention (PLI 2 and PLI 9), while the evolution has been more
erratic for PLI 7 (refer to tables below).

PLI 2 PLI7 PLI9
Social Rating Evolution Benchmark * Evolution Benchmark * Evolution Benchmark *
2012 2013 Trend SSA PLI 2 2010 2013 Trend SSA PLI7 | 2010 2013 Trend SSA PLI9
Global scale Good Good = Fair + Fair Fair = Fair = Weak Fair & Fair =
Planet Rating Scale 3- 3- + 2+ + 2+ 2+ + 2+ + 1 2+ + 2+
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SPM 3- 3- + 2 + 2 2 = 2 1 1+ + 2

Financial Inclusion 2+ 3- + 2 + 2 2 = 2 2- 3- + 2 i
Client Protection 3- 3- + 2 + 2+ 2+ + 2 + 0+ 2 + 2 +
Human Resources 3- 3 + 3- + 4- 4- + 3- + 2- 3 + 3- +

Most of the TA projects implemented in the PLIs of the sample focused on strategic areas or at reducing

the institutional risk of the PLIs, resulting in an overall limited impact of the REGMIFA TA projects on the

social performance of PLIs

As most of the TA projects implemented by REGMIFA in the PLIs of the sample focused on strategic areas or at reducing
the institutional risk of the PLIs, the impact on the TA projects implemented by REGMIFA so far is overall limited on the
social performance of the PLIs. We can estimate that the TA projects have had a direct or indirect impact on 4 PLIs to
date (out of the TA projects implemented in 9 PLIs)*: while the TA project implemented at PLI 9 had a direct impact on
the improvement of its social performance, 3 other TA projects have had an indirect impact on improved social
performance (at PLI 2, PLI 8 and limited at PLI 10). The estimated impact was mostly on improved financial inclusion of
the PLIs and to a fewer extent on improved social performance management.

The positive evolution of the social performance of PLI 9 can be partly attributed to the REGMIFA TA project as it is the
only TA project implemented for the 11 PLIs of our sample that had a specific focus on social performance aspects
(“Improve customer service”). Indeed, the focus on client service allowed improving PLI 9’s performance in terms of
financial inclusion, information on clients’ needs starting to be gathered, and on several of the client protection
principles. However, PLI 9 received one of the lower grades of the 11 PLIs in its social rating and still has to improve in
many domains of social performance.

Apart from this TA project with a direct focus on social performance aspects, other TA projects have had indirect impact

on the improvement of social performance of other PLls:

= At PLI 2, the REGMIFA’s TA role in developing the savings products improved the adaptation of services and cost
savings regarding the mobile repayments may have helped facilitate cost reductions to PLI 2 clients on loans which
all contributes to financial inclusion.

= At PLI 8, the transformation into a Savings & Loans company has allowed the development of voluntary savings
products, which is a clear progress in terms of social performance and adaptation of services. In addition, the
REGMIFA TA provided on the marketing strategy has helped PLI 8 become a more client-centered organization.

Four other TA projects did not specifically focus on social aspects but included social performance dimensions

(“Corporate Governance strategy facilitation session” at PLI 7, “Corporate governance training” at PLI 5, “Business Plan

2013-2017” at PLI 10, and “Evaluation and improvement of the credit process and quality portfolio management” at PLI

11) but the results have been overall below expectations:

= Some improvements have been seen at PLI 10, as the social mission has been reviewed in a participative way as
part of the TA strategic planning exercise and is now shared by the main stakeholders of PLI 10 even if it is not yet
implemented as PLI 10 focuses more on financial performance than social performance.

= The social objectives defined in the TOR of the TA projects for PLI 7 and PLI 5 have only been partially achieved. For
the two trainings organized at PLI 7 and PLI 5, social aspects (e.g. SPM, CPPs, definition of shared strategic social
objectives, reporting on social indicators) have been included in the TOR of both projects but have only been slightly
tackled during the trainings.

=  For PLI 11, according to the TOR of the TA project, one of the objectives of the project was to adjust PLI 11’s credit
process in order to better respect CPPs but finally an explicit and specific focus was not done on CPPs during the TA
project.

5 PLI 1 and PLI 6 are excluded from the sample as PLI 1 did not receive TA from REGMIFA to date and the first TA project implemented
by REGMIFA at PLI 6 begun in August 2013.
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In addition, the newly TA projects (launched since August 2013 in the PLIs of our sample), which are still ongoing, are
clearly more socially-oriented (the “Financial education, financial management and technical skills development
project” started in September 2013 at PLI 7, the “POS strategy and pilot set up assistance” started in August 2013 in PLI
2 and the “Design and Launch of Correspondent Network Pilot” started in September 2013 in PLI 6) but their impact
cannot yet be estimated as they have only been implemented recently. However, they may pave the way for improved
impact of the REGMIFA intervention on social performance of the PLIs in the coming years.

The result of an overall limited impact of the REGMIFA TA projects on the social performance of PLIs is mostly due to
the fact that the majority of the TA projects implemented in the 11 PLIs of our sample focus specifically at strengthening
the operations and at reducing risks of the PLIs. This is on line with one of the main objectives of the REGMIFA TAF
approach to focus the TA interventions, in particular in the first years of the life of the Fund and the TAF, at improving
the institutional capacity of the PLI and increasing the potential demand for refinancing considering that institutional
sustainability is a prerequisite to achieve social performance.

However, one of the objectives of the REGMIFA intervention is to promote environmental and social standards,
therefore the REGMIFA TAF is now developing a new intervention (TA package) focusing on improving the social
performance management of a number of REGMIFA PLIs. Through this new TA intervention, REGMIFA would like to
strengthen the PLIs’ capacity to respect and promote social and environmental aspects in their lending businesses and
the support will, in particular, be offered to those institutions that have not yet fully institutionalized a social and
environmental monitoring system or where shortcomings were detected.

The REGMIFA Intervention coincided with a period of significant growth for the majority of the PLIs, part
of which can be attributed to the REGMIFA Funding

Overall, the REGMIFA Intervention coincided with a period of significant growth for the PLIs of our sample, both in terms
of loan portfolio and number of active borrowers with an average Compound annual growth rate (CAGR) of 16.6% in
terms of loan portfolio growth and 5.8% in terms of the growth of the number of active borrowers from 2010 to 2012
as highlighted in the table and graphs below. Part of the growth for the majority of the PLI can be attributed to the
REGMIFA Funding. As a consequence, the part of Tier 1 PLIs in the total REGMIFA portfolio has significantly increased
over the years (57% as of December 2013, compared to 30% at the time of disbursements of the REGMIFA’s first loans)
while the part of Tier 2 and Tier 3 PLIs has decreased respectively from 43% to 30% and from 27% to 14%. It is explained
by the fact that some PLIs have been upgraded from Tiers 2 and 3 to Tiers 1 and 2 (refer to the section “Additionality
and Relevance”).

Dec. 09 Dec. 10 Dec. 11 Dec. 12
Active borrowers n/a 807,086 822,798 904,218
Growth n/a n/a 1.9% 9.9%
Loan Portfolio (M EUR) 194,448,016 239,418,689 285,374,047 325,498,311
Growth e 23.1% 19.2% 14.1%
However, as highlighted in the table below, the growth rates Evolution of the number of active borrowers
have been very different between PLIs during the REGMIFA 920,000 of the 11 PLis
Intervention, as PLI 4, PLI 3 and PLI 6 have portfolio growth 900,000
rates higher than 50%, while PLI 5 has recorded a negative :Egggg
portfolio growth rate and PLI 9 and PLI 5 have recorded 840,000
negative growth of the number of active borrowers. The :égggg ]

negative growth for PLI 5 is due to a consolidation phase of 750,000
760,000 -
740,000 T 1

restructuration of the institution during the REGMIFA Dec.10 Dec.11 Dec.12
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Intervention. It should also be noted that, even it does not appear in the table below, at PLI 1, the REGMIFA’s
intervention coincided with a period of significant growth, both in terms of portfolio and number of clients, which was
however been followed by a contraction in 2013 due to the increase in credit risk.

Portfolio CAGR | Active borrowers
2010-2012 | CAGR 2010-2012 Evolution of the loan portfolio of the 11 PLIs

PLI 4 i 103%[4r 63% 350 (MEUR)
PLI3 1 78% |4 57% " 300
PLI 6 i 52%|4r 31% 5250
PLI 2 4+ 28%|4r 15% 5200 |-
PLI 8 aie 26%|4r 20% 150 4
PLI 11 4 26%|4F 27% 100
PLI 1 - 24%[4r 18% 50 A
PLI 10 - 15%[4F 12% 0 T T !
PLI 9 i“ 14% ,U,, 6% Dec.09 Dec.10 Dec.11 Dec.12
PLI7 i 9% |4 4%
PLI 5 A -2%|4F -23%

Concerning the specific outreach to underserved people, most of the PLIs of our sample do not have a strong outreach
to the underserved and do not target specifically underserved people. Most of them have the majority of their clients
located in the capital cities of their countries where the other financial providers also operate, the penetration rate of
financial services is generally higher than in the other regions of the country and the poverty rates are generally lower.
However, due to the low penetration rates of financial services in most of the countries where the PLIs of the sample
operate, and as most of them are among the microfinance market leaders in their countries, they are likely to play a
role in financial inclusion and the REGMIFA Funding contributed to fund their growth as well as to open new branches
in underserved areas for some PLIs.

PLI 4 in Nigeria is a good example as the REGMIFA intervention corresponded with a period of growth in terms of
portfolio, borrowers, but also branch opening. REGMIFA contributed to PLI 4’s growth and geographical expansion that
allowed reaching regions of Nigeria with a higher poverty incidence than PLI 4’s motherland Lagos even without a
specific targeting strategy. Indeed, out of the 7 regions where PLI 4 operates and that have a higher poverty incidence
than the national average, 5 were reached after 2011.
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Appendices

= Appendix 1: Microfinance Institutional Rating — Top MFIs in Sub-
Saharan Africa

The ranking below presents the top rated Sub-Saharan MFIs among 140 Sub-Saharan MFIs rated by Planet Rating on
their institutional performance between 2008 and 2013. REGMIGA PLlIs are highlighted.

Name of the institution (PR) Region Country Date of rating :fi:srig: Grade G'::t?n(gc:::lz;m

1 PLI 7 East Africa Uganda August, 2013 2013 B++ Good Stable
2 PLI 6 West Africa Senegal December, 2013 2013 B+ Good Stable
3 PLI5 East Africa Kenya September, 2013 2013 B Good Positive
4 Alidé West Africa Benin August, 2013 2013 B Good Stable
5 Buusaa Gonofaa East Africa Ethiopia October, 2011 2011 B- Good Positive
6 PLI8 West Africa Ghana November, 2013 2013 B- Good Positive
7 PLI 9 East Africa Mozambique July, 2013 2013 B- Good Stable
8 PLI1 West Africa  Cameroon October, 2013 2013 B- Good TBD
9 PLI 3 East Africa Zambia September, 2013 2013 B- Good Stable
10 Salone Microfinance Trust West Africa  Sierra Leone August, 2011 2011 B- Good n/a
11 CAURIE Micro Finance West Africa Senegal May, 2011 2011 B- Good Stable
12 PLI 2 East Africa Tanzania October, 2013 2013 B- Good Stable
13 Wasasa East Africa Ethiopia December, 2012 2012 C++ Fair Stable
14 COOPEDU East Africa Rwanda March, 2012 2012 C++ Fair Stable
15 PLI 4 West Africa Nigeria November, 2013 2013 C++ Fair Stable
16 Crédit rural de Guinée West Africa Guinea September, 2013 2013 C++ Fair Stable
17 PAMECAS West Africa Senegal January, 2013 2013 C++ Fair Stable
18 PEACE East Africa Ethiopia August, 2010 2010 C++ Fair Stable
19 Rwanda Microfinance Ltd (RML) East Africa Rwanda May, 2011 2011 C++ Fair Positive
29 PLI 11 West Africa Togo November, 2013 2013 C+ Fair Stable
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= Appendix 2: Social Rating — Top MFIs in Sub-Saharan Africa

The ranking below presents the top rated Sub-Saharan MFIs among 40 Sub-Saharan MFIs rated by Planet Rating on
their social performance between 2008 and 2013. REGMIGA PLls are highlighted.

Grade (common

Rank Name of the institution (PR) Region Date of rating Rating scale)
1 ASUSU West Africa Niger February, 2013 4- Excellent
2 PLI5 East Africa Kenya September, 2013 4- Excellent
3 PLI 6 West Africa Senegal December, 2013 3+ Good
4 PLI8 West Africa Ghana November, 2013 3+ Good
5 PEACE East Africa Ethiopia August, 2010 3+ Good
6 CAURIE Micro Finance West Africa Senegal May, 2011 3 Good
7 PLI 1 West Africa Cameroon October, 2013 3 Good
8 Crédit rural de Guinée West Africa Guinea September, 2013 3 Good
9 PLI3 East Africa Zambia September, 2013 3 Good
10 CREAM East Africa Uganda October, 2010 3- Good

11 U-IMCEC West Africa Senegal October, 2011 3- Good
12 PLI 2 East Africa Tanzania October, 2013 3- Good
13 PLI 11 West Africa Togo November, 2013 3- Good
14 PLI 4 West Africa Nigeria November, 2013 3- Good
15 Wasasa East Africa Ethiopia April, 2008 3 Good
16 CAFODEC West Africa Guinea April, 2013 3- Good
17 PLI 7 East Africa Uganda August, 2013 2+ Fair
18 PLI 10 West Africa Benin January, 2014 2+ Fair
19 CEC-PROM Mature West Africa Cameroon September, 2012 2+ Fair
20 LAPO West Africa Nigeria February, 2011 2+ Fair
21 PLI 9 East Africa Mozambique July, 2013 2+ Fair
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= Appendix 3: Microfinance Institutional Rating

Planet Rating’s Microfinance Institutional Rating (Smart GIRAFE) methodology

G overnance 22%
A Alignment of interests The evaluation of governance is used to analyze the effectiveness of the
A Decision Making “ownership” structure, the relevance of the MFI's strategy, and the
A Strategy & Planning coherence between its strategic vision and its operations, including the
. balance between financial and social goals. We also assess the skills of the
A Management Team . . . .

. management team and the entire staff, including an evaluation of the human
A HR Management

resources management system.

| nformation 9%

MFIs typically have two key information systems: an accounting system and
a loan/savings tracking system. In this area we evaluate the availability and
accuracy of financial information, relevant social data, as well as the security
and appropriateness of the MIS. In addition, we analyze the quality of the
information flow and perform a quick portfolio audit.

A Information management
A Social risk monitoring

R isk Management 10%
) In this section, we evaluate the quality of risk management within the MFI to
A Enterprise Risk Management determine whether the directors, internal auditor, and all other key
A Internal Controls personnel have adequately identified the risks related to their work.
A Internal Audit Furthermore, we assess whether there are controls in place to cover these
risks.
A sset Quality 18%
) We evaluate the quality of the management of the loan portfolio as well as
A Financial Services Management the health of the loan portfolio. This analysis includes a review of credit
A Credit Risk procedures and their actual application via client file reviews and interviews
A Credit Risk Coverage with loan officers and clients. When applicable we also review the quality

and investment process for investments in other assets.

F unding & Liquidity 14%
) This area includes an analysis of an MFI’s capital structure, financing strategy,
A Capital Adequacy & Funding Strategy and the appropriateness of the asset liability management given its risk
A Liquidity Risk exposure (interest rate, currency, and maturity). Special attention is placed
A Market Risks on liquidity management, including the security of cash, the management of

short-term investments and cash flow projections.

E fficiency & Profitability 18%

A Return on Asset The analysis determines whether the MFI is viable in the long term without

A Operational Efficiency subsidie.s, taking i.nto account th.e benefifcs of a.good market position and

A Market Position adaptation of services. AAn evaluation of this ar‘eé is necessary‘whe_ther or n_ot

. . . the MFI seeks to be profitable, as an MFI’s efficiency determines its capacity

A Adaptation of services . . . . .

A ‘ble fi ol verf for outreach and the quality of its services. Short term financial performance
Responsible financial performance earned at the expense of long term viability is penalized.

C lient Protection 9%

A Appropriate product design and delivery

A Prevention of over-indebtedness We evaluate the processes to manage each of the Client Protection Principles

A Responsible pricing as well as the quality of their implementation. Planet Rating follows the

A Transparency Client Protection Principles as defined by the Smart Campaign, although the

A Fair and respectful treatment of clients principle on ‘Appropriate product design and delivery’ is included in the

A Privacy of client data analysis of ‘Adaptation of services’ under Efficiency & profitability.

A Mechanisms for complaint resolution
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Rating scale

Planet Rating

Common Rating Grade classification for

all microfinance rating agencies

Rating grade Rating summary Classification  Definition
A++ Current institutional, operational and financial performance is excellent Excellent Excellent
A+ when compared to industry standards. Medium and long-term plans are performance
A well-designed, execution capacity is very good, and goals are very likely to Low or weH
A- be achieved. Short and medium term risks are minimal and/or well managed short
managed. Long-term risks are adequately monitored and anticipated. medium term risk
Changes in the economic, political or social environment should have a
limited impact on the institution’s financial condition given its ability to
quickly adjust its strategies and/or take corrective actions.
B++ Current institutional, operational and financial performance is satisfactory Good Good
B+ when compared to industry standards. Medium and/or long-term plans are performance
B adequately designed, execution capacity is good and goals are likely to be Modest or wel
B- achieved. Short and medium term risks are low and/or well managed. Areas managed shokt
for improvements have been identified and are being addressed. Changes mediumterm risk
in the economic, political or social environment might have an impact on
the institution’s financial condition that should however remain moderate.
C++ Current institutional, operational and financial performance is below Fair Fair performance
C+ comparable industry standards. Short and medium term risks are moderate- Moderate to
C high but are not fully addressed. Most areas for improvements have been mediunthigh risk
C- identified, but medium and long-term plans miss one or several critical
elements, execution capacity is weak and many goals are unlikely to be
achieved. Most management processes and systems are in place but need
to be refined or updated. The institution is vulnerable to major changes in
the economic, political or social environment
D High risk: Important weaknesses in operational and financial areas result in Weak Weak or poor
high institutional vulnerability and potential risk of default. Performance is performance
very poor in several important evaluation areas. High to veryhigh
E Immediate risk of default: Existing operational and/or financial and/or risk

strategic weaknesses create an outstanding risk of default. Performance is
very poor in most evaluation areas.
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= Appendix 4: Social Performance Rating

Planet Rating’s Social Performance Rating methodology

Social Performance Management 25%

A Definition of the Social Mission We rate the intent to achieve the social mission, its institutionalization,
A Institutionalization of the Social Mission organizational buy-in, the quality of performance measurement and tracking
A Social Performance Monitoring as well as the risk of mission drift.

Financial Inclusion 25%

A Outreach to the underserved
A Adaptation of services
A Cost of services

Client Protection and Ethical Finance 30%

A Appropriate product design and delivery

We rate the MFI’s capacity to reach the underserved (poor or excluded) and
offer them an adapted range of services in an efficient manner.

Effective complaint resolution
Ethical finance

A Prevention of over-indebtedness

A Responsible pricing In this section, we measure the MFI’s level of compliance with the Client
A Transparency Protection Principles (as defined by the SMART Campaign), whether the MFI
A Fair and respectful treatment of clients has a fair pricing and how it mitigates risks of providing services for non-
A Privacy of client data ethical purposes.

A

A

Human Resources Policy 20%

A Equal rights We evaluate labor conditions (through the professionalism of HR
A Compensation policy Management and its compliance with labor laws and ILO standards), the
A Labor conditions MFI’'s compensation policy and whether staff benefits from equal rights.
Social Change Notch up
A Education, health and basic services

A Gender equality and empowerment We evaluate how financial and non-financial services offered by the MFI may
A Democracy and human rights contribute to social change as defined in frameworks of reference such as the
A Environmental sustainability UN Charter, Human Rights and MDGs.

A End to poverty

Rating’s Scale

Rating Definition

Advanced: Long-lasting commitment to social goals; efficient management of social performance and social

5
. responsibility risks; institution very likely to achieve a positive social impact.
4+ I . . : . -
a Convincing: Clear commitment to social goals; reasonable management of social performance and social responsibility
a risks; institution likely to achieve a positive social impact.
3+
3 In progress: Clear intent to reach social goals; social performance management systems being implemented.
3-
Incipient: Clear intent to reach social goals; low capacity to manage social performance.
Intangible: Intention to reach social goals is non tangible; low level of management of social performance.
0 Negative: No intention to reach social goals; mismanagement leads to negative social performance.

www.planetrating.com 34/37



Impact Assessment of the REGMIFA Intervention on Partner Lending Institutions

= Appendix 5: Timeframe of Rating missions

Planet Rating follows a 4-phase process:

1. Phase 1: Preparation
0 Planet Rating sends a list of preparation documents that the PLI gathers and sends back.

2. Phase 2: On-site mission
0 Ateam of Planet Rating’s analysts conduct the on-site mission.
0 Planet Rating analysts spend at least 5 days on-site to interview key staff at the headquartersandin a
selection of field offices.
0 A comprehensive debriefing session is held at the end of the onsite mission, in order to ensure the
findings are shared by all.

3. Phase 3: Reports Writing
0 Within three to four weeks, Planet Rating’s analysts send the draft reports.
0 The PLI has a full week to provide your comments.

4. Phase 4: Decision and finalization

0 After reviewing the PLI comments, Planet Rating’s rating committee is gathered to make the rating
decision. Based on that decision, reports are finalized.

7\

b  Preparation

N

5 business days

el Report writing

’ el On-site mission 7 el Finalization
¢ Data and eDraft Report
ggf#efﬂﬁgts Sl EREE « MFI Comments =
3 3 «Verifications Committee
oFirst analysis -
eBranch visit *Report
*Debriefing finalization
\

N
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= Appendix 6: Background, Approach, Key Principles and Areas of
intervention of REGMIFA’s TA Facility

Background
The Technical Assistance Facility (TA Facility) was established in July 2010 in parallel to the Fund and operates as a

separate and independent entity, which is financed by leading international donor agencies, structured as a fiduciary
agreement under Luxembourg law and managed at arm’s length from the Fund.

TA is a key element of the Investment Fund’s value proposal, enabling it to provide tailor made technical and institution
building support to client Partner Lending Institutions (PLIs)16. The Facility’s activities are targeted in scope, directly
supporting the investment portfolio of the Fund, and complementary to other industry initiatives in the region. The
approach taken for the implementation and the management of the TA Facility is based on the delivery of high quality
consultancy services and the provision of services based on clients’ needs.

TA Facility Approach, Key Principles and Implementation

The REGMIFA TA Facility provides non-financial assistance to the Fund’s PLIs to complement the financial assistance of
REGMIFA. The TA Facility pursues the delivery of competitive and high quality consultancy services, and believes that
providing tailor made services to PLIs leads to sustainable growth of their business and to a long term partnership
between them, the Fund and the TA Facility. Finally, the provision of services based on clients’ needs and an efficient
and cost effective management of the TA Facility is crucial. Defining the right services for the PLIs is based and driven
by their needs. In close collaboration with the management of the institutions, the TA Facility describes the services
needed and ensures a highly transparent and competitive consultant selection process, whereby it is made sure that
the engaged consultants are highly experienced in their fields.

1) Focus on supporting the Fund’s PLIs: The TAF pipeline highly depends on the Fund’s portfolio. The TA Facility is

designed to support the investment activities of REGMIFA, targeting institutions already belonging to the REGMIFA
investment portfolio, and, after a thorough analysis, as well institutions which are in the pipeline of investments of
the Fund and who may subsequently become portfolio clients of the fund.

2) In-depth understanding of the PLIs needs. During the due diligence field visit performed by the Investment

Manager, a TA assessment on the weaknesses and the immediate/high priority TA needs of the institution is carried
out. This input enables the TA Field Expert to continue the discussion on TA needs directly with the PLI in further
detail. Aspects such as the expected size of the TA, the information available and the characteristics of the needs
of the PLI are taken into consideration (these aspects also depend on the budget and the business plan of the PLI).

3) Focus on operational aspects with clear timeframe. The large diversity of PLIs and their respective environment

imply a crucial tailor-made approach. The TAF’s institutional capacity building initiatives include providing
specifically shaped support to mitigate risk (risk, systems, governance and operations) and building much needed
competencies to increase outreach to micro, small and medium enterprises (MSME), like product development or
strategic initiatives. The TAF favours interventions that are focused on specific operational aspects within a clearly
defined time frame.

6 Funded by REGMIFA and which serve micro-entrepreneurs and small and medium sized businesses (MSMEs) in Sub-Saharan
Africa.
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4)  Ensure complementarity with other TA sponsors. Particular attention is put on to the coordination and integration

with other donors and local, national and regional TA programs. In order to better achieve this objective, the TA is
designed considering possible synergies with other stakeholders and avoiding duplications.

5) TA Packages. The preparatory work on packages includes the identification of TA needs that PLIs may have in
common. This results in the fact that a particular set of terms of reference (TOR) is valid for several PLIs (these TA
projects are referred to as “packages”). The TAF identifies areas where it is possible to develop standardized
contents of TA and engage a selected group of core consultants to develop standard packages of services to be
replicated in different institutions.

6) Repeated TA interventions.

0 Multiple TA projects: During the identification of the TA needs, an assessment is performed to state if

several TA areas may be identified and classified as high priority, especially for smaller institutions, and if
there is no external support received by other donors and local, national and regional TA programs. In a
second step it can be decided to approve and implement two or more projects to be carried out in parallel
or subsequently.

0 Subsequent TA projects: During the identification of the TA needs, a specific TA area is identified as high

priority. In order to carry out a TA project, there are cases where a pre-TA is needed, such as an assessment
of the current situation including an action plan, a gap analysis or a market research. Thus the first TA
intervention focuses on the TA assessment and recommendations for its implementation, and a second
one on the implementation itself, taking into account the recommendation of the first project.

Areas of intervention

The focus of the TAF aims either at reducing the institutional risk or at increasing the outreach of the PLIs to MSMEs and

thus improving the institutional capacity and increasing the potential demand for refinancing. We can summarize the

objectives in two main macro-areas:

0 Reducing risk: Governance, risk management and internal control/audit, management information
systems, network management and reporting, finance and accounting, consumer protection, financial
education. The TAF will also organize and sponsor emergency missions in case of specific crises, but work-
outs due to payment default will not be addressed.

0 Enhancing outreach: Product development, management and business planning, MFI transformation and

institutional development, lending methodologies, social performance management, marketing and
customer relationship management.
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