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Purpose
The MFI Assessment Tool (presented on pages 3-8) is for conducting a review of a microfinance institution’s (MFI’s) capacity and performance. It can be used to identify areas needing technical assistance (TA), and for setting benchmarks and later assessing organizational performance.
Preparations and Follow-up
The MFI Assessment Tool can be applied as part of an MFI’s regular internal review process, with results shared with shareholders and technical assistance (TA) providers. Alternatively, it can be conducted by TA provider(s) or contracted to an external consultant, with the results shared with the MFI and its shareholders. Whichever approach is used, it is important that the assessment process be participatory and transparent, engaging the MFI’s Board, management, staff, shareholders and other relevant parties. The goal is to have as many of the main stakeholders as possible agree regarding the assessment of an MFI’s performance and the key areas warranting (further) capacity development/ technical assistance.
An MFI, its Board and TA providers must first agree as to who will conduct each particular or a series of assessments (henceforth referred to as the Assessor).
The Assessor should then:

· Be introduced to the MFI and this MFI Assessment Tool (as needed).

· Arrange an exact time for the assessment and request relevant documents (see Annex 1 for a list of typical documents to request).

· Review previous assessments of the MFI and other relevant documents as available.

· Finalize with the MFI: a visit agenda; logistical details; meetings with various stakeholders for the different categories of the assessment; and a final session with MFI management.
· Be prepared to conduct all meetings in a participatory manner (see Annex 2 for a list of typical questions that can be used during meetings for collecting information).
After an assessment using the MFI Assessment Tool is completed, the Assessor will be expected to report on their findings as per reporting format in Annex 3. Following provision of a draft report, the Assessor will engage MFI’s management, Board and TA providers to identify more specifically the following components of a 3-5 year Action Plan/ Sketch for the MFI’s capacity development:
1. Technical assistance priorities and planned activities to address them;

2. Expected results for each planned activity;

3. Indicators to measure results;

4. Timing of activities; and
5. Assignment of TA responsibility for each activity.
The MFI Board and shareholders should review this plan on a regular basis to ensure compliance.
Using the Tool
The Assessor(s) will review an MFI’s documentation (collected as per Annex 1) and dialogue with various stakeholders such as shareholders, Board, management, government, clients (using questions as per Annex 2), to collect relevant information for making a rating of MFI performance. The Assessor will then rate MFI performance on all specific areas identified in the MFI Assessment Tool (pages 4-8) according to the tool’s rating scale from 0-6 (page 3, next page).
After all specific areas identified in the tool have been rated, the Assessor(s) will then add up the individual scores for each sub-category (eg. A2. Organizational Structure) and find an average for each sub-category. Then the Assessor will add up the average scores for the sub-categories and find an average score for each category (eg. A. Mission and Structure).
The MFI Assessment Tool is designed in such a way that when specific ratings are averaged, it provides a reasonable approximation of MFI performance at the sub-category level, and when rolled-up further to the category level an indication of where the MFI is in its stage of development for particular categories.
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	Name of MFI: 



	Date of Assessment:



	Conducted by:



	Rating Scale:



	0
	 Insufficient information available to evaluate.

	1
	 Performance in this area is MINIMAL, and/or has high risk and needs URGENT attention.

	2
	 Performance in this area is LOW, and needs MAJOR improvement.

	3
	 Performance in this area is FAIR, but needs SIGNIFICANT improvement.

	4
	 Performance in this area is GOOD, but needs LIMITED improvement.

	5
	 Performance in this area is VERY GOOD, with only MINOR adjustment needed. 

	6
	 Performance in this area is a model of EXCELLENCE.

	Summary of This Assessment:



	Avg. Score
	 Categories Assessed

	
	 A.  Mission and Structure

	
	 B.  Governance and Management

	
	 C.  Products and Service Delivery

	
	 D.  Information Management

	
	 E.  Risk Management

	
	 F.  Financing, Liquidity and Profitability


	A.  Mission and Structure

	Average is ____

	A1.  Mission, Vision and Core Values

	Average is ____

	a.  MFI has clearly articulated vision and mission statements
	0  1  2  3  4  5  6

	b.  Core values are identified, practiced, and complement the MFI’s mission
	0  1  2  3  4  5  6

	c.  Vision, mission and values support extensive breadth and depth of client outreach
	0  1  2  3  4  5  6

	d.  Vision, mission and values support working towards institutional sustainability
	0  1  2  3  4  5  6

	e.  Vision, mission and values are understood and shared by staff and stakeholders
	0  1  2  3  4  5  6

	A2.  Organizational Structure


	Average is ____

	a.  Structure has clear and appropriately defined lines of authority and responsibility
	0  1  2  3  4  5  6

	b.  Branch offices have a reasonable degree of autonomy as profit centers but also conform to central standardized operations procedures
	0  1  2  3  4  5  6

	A3.
  Legal Status and Ownership


	Average is ____

	a.  MFI’s legal structure (eg. NGO program, full NGO, LLC) is appropriate for its local context and stage of development (eg. policy obstacles to mobilization of deposits)
	0  1  2  3  4  5  6

	b.  MFI has own constitution and by-laws, and is aware of legislation affecting MF sector
	0  1  2  3  4  5  6

	c.  Owners and other key stakeholders are well-defined, active as appropriate, with needs and views incorporated into strategic decision-making
	0  1  2  3  4  5  6

	d.  MFI is either fully indigenized already or has a well-defined plan for phasing-out foreign ownership.
	0  1  2  3  4  5  6

	B.  Governance and Management


	Average is ____

	B1.  Board


	Average is ____

	a.  Board fully supports mission and vision of MFI
	0  1  2  3  4  5  6

	b.  Board has its terms of reference/ duties clearly defined
	0  1  2  3  4  5  6

	c.  Board provides adequate oversight, accountability and credibility
	0  1  2  3  4  5  6

	d.  Board reviews and approves all strategic decisions and policies
	0  1  2  3  4  5  6

	e.  Board assists policy formulation, public relations, financial oversight and lobbying
	0  1  2  3  4  5  6

	f.   Board has a high level of expertise, indigenous representation and gender equality
	0  1  2  3  4  5  6

	g.  Board has committed members representing owners and other stakeholders
	0  1  2  3  4  5  6

	h.  Board has a process in place for appropriate input from stakeholders/owners
	0  1  2  3  4  5  6

	B2.  Management/ Leadership


	Average is ____

	a.  Board and Management have a clear understanding of their respective roles
	0  1  2  3  4  5  6

	b.  Management Team is highly skilled, competent, and motivated
	0  1  2  3  4  5  6

	c.  Leadership style is both expertise-driven and promotes participation at all levels
	0  1  2  3  4  5  6

	d.  Management is accessible and accountable to Board and other stakeholders
	0  1  2  3  4  5  6

	B3.  
Planning, Monitoring & Evaluation (PME)


	Average is ____

	a. MFI has strategic/ business plan that is well-organized with market analysis; objectives and strategies; measurable indicators; and realistic financial and portfolio projections
	0  1  2  3  4  5  6

	b.  Strategies are based on participatory internal and external contextual/market analysis
	0  1  2  3  4  5  6

	c.  Strategies are identified and aligned with the MFI’s mission, vision and core values
	0  1  2  3  4  5  6

	d.  Strategies appear as clear objective statements with measurable indicators
	0  1  2  3  4  5  6

	e.  Operational planning with budgeting is conducted in a participatory way at least annually, with input from strategic planning and on-going monitoring and evaluation
	0  1  2  3  4  5  6

	f.  Monitoring and evaluation system is functioning and informs design and modification
	0  1  2  3  4  5  6


	B4.  
External Relations


	Average is ____

	a.  Government relations/ dialogue/ collaboration is positive and constructive
	0  1  2  3  4  5  6

	b.  Private sector relations/ collaboration for technical support is positive and constructive
	0  1  2  3  4  5  6

	c.  National & international network engagement/collaboration is positive and constructive
	0  1  2  3  4  5  6

	d.  General public and (potential) clients hold a positive image of the MFI and its services
	0  1  2  3  4  5  6

	e.  Funding contacts are diversified and hold a positive image of the MFI and its services
	0  1  2  3  4  5  6

	f.  MFI actively promotes its image through media, education and public relations
	0  1  2  3  4  5  6

	B5.  Human Resource Development and Participation


	Average is ____

	a.  Human resources has a director, development plan, and culture of performance
	0  1  2  3  4  5  6

	b.  Depth and breadth of microfinance, PME and related sectoral expertise within MFI. Staff are recognized for excellence and provide services to outside agencies/networks
	0  1  2  3  4  5  6

	c.  Staff training is conducted regularly based on capacity, needs and business planning
	0  1  2  3  4  5  6

	d.  Recruitment process is clearly defined, transparent and competitive
	0  1  2  3  4  5  6

	e.  Staff selection criteria exists and is appropriate
	0  1  2  3  4  5  6

	f.   Job descriptions are clearly defined, utilized/ respected, and updated
	0  1  2  3  4  5  6

	g.  Job appraisals are conducted annually; are performance based and equitable
	0  1  2  3  4  5  6

	h.  Job promotions are equitable and based on job performance and self-development
	0  1  2  3  4  5  6

	i.   Salaries and benefits are clearly structured, competitive, and encourage performance
	0  1  2  3  4  5  6

	j.   A participatory, mentoring/ team culture is encouraged, with significant delegation
	0  1  2  3  4  5  6

	k.  Supervision is regular, offers constructive suggestions, and ensures accountability
	0  1  2  3  4  5  6

	l.   Recruitment, training, and promotion, all encourage gender equality and participation
	0  1  2  3  4  5  6

	m. Recourse/conflict resolution procedures are defined, workable, and utilized as needed
	0  1  2  3  4  5  6

	C.  Products and Service Delivery


	Average is ____

	C1.  Products


	Average is ____

	a.  Products/ methodologies are clearly defined and standardized
	0  1  2  3  4  5  6

	b.  Products/services are designed with clients’ needs in mind and to retain them as client
	0  1  2  3  4  5  6

	c.  Products/services are designed to contribute to MFI profitability and/or market position
	0  1  2  3  4  5  6

	d.  Interest rates for products are set based on cost analysis, market and competition
	0  1  2  3  4  5  6

	C2.  Market and Client Impact Research


	Average is ____

	a.  Market research is conducted regularly, the results analyzed and reported
	0  1  2  3  4  5  6

	b.  Impact assessment data is being collected regularly, analyzed and reported
	0  1  2  3  4  5  6

	c.  Impact studies include social and spiritual impact indicators as well as economic
	0  1  2  3  4  5  6

	d.  There are significant indications of livelihood improvement, as evidenced by: improved household income, savings, assets, nutrition and health. There is greater respect for and empowerment of women. Also, housing and micro-business expansion
	0  1  2  3  4  5  6

	e.  Market research and impact assessment recommendations are circulated and used to adjust product/ program design as warranted
	0  1  2  3  4  5  6

	C3.  
Market/ Outreach Positioning


	Average is ____

	a.  MFI has up-to-date strategic marketing strategies
	0  1  2  3  4  5  6

	b.  Market niches are identified, selected and applied in business plan/ implementation
	0  1  2  3  4  5  6

	c.  New product and services are in the process of being developed
	0  1  2  3  4  5  6

	d.  Strategy/methods are used to increase outreach to poorer segments of the population
	0  1  2  3  4  5  6


	C4.  Portfolio Quality


	Average is ____

	a.  MFI measures its portfolio quality using the following ratios:

· On-Time-Repayment (OTR),

· Portfolio-at-Risk (PAR>30 days)

· Write-off Ratio
	0  1  2  3  4  5  6

	b.  It measures its coverage of PAR with loan-loss allowance using Risk Coverage Ratio
	0  1  2  3  4  5  6

	c.  MFI’s ratios above seem reasonable by international standards
	0  1  2  3  4  5  6

	d.  If PAR > 5% and/or OTR < 98%, MFI has a delinquency management plan in place
	0  1  2  3  4  5  6

	C5.  Service Delivery


	Average is ____

	a.  MFI actively educates and promotes products and services to (potential) clients
	0  1  2  3  4  5  6

	b.  MFI measures its Client Retention Rate or drop-out level
	0  1  2  3  4  5  6

	c.  Client retention rate is high or there is a documented plan for reducing client dropout
	0  1  2  3  4  5  6

	d.  Non-financial services complement rather than distract from core financial services
	0  1  2  3  4  5  6

	e.  Non-financial services are paid for by clients or financed separately
	0  1  2  3  4  5  6

	f.   Office, equipment and other facilities are adequate for effective service delivery
	0  1  2  3  4  5  6

	g.  Product/service delivery does not negatively impact environmental sustainability in a significant way, and is sensitive to local cultural norms and practices
	0  1  2  3  4  5  6

	C6.  Efficiency/ Productivity


	Average is ____

	a.  MFI measures its operational efficiency / productivity using the following ratios:

-   Operating Expense Ratio;
· Loan Officer Productivity;

· Overall Personnel Productivity;

· Average o/s Loan Size per Borrower; and

· Cost per Client
	0  1  2  3  4  5  6

	b.  MFI ratios above seem reasonable by international standards, MFI size and life cycle
	0  1  2  3  4  5  6

	c.  MFI ratios above compare favorably with other MFIs working in the same region
	0  1  2  3  4  5  6

	d.  MFI ratios above for mature branches show a considerably higher level of efficiency
	0  1  2  3  4  5  6

	D.  Information Management


	Average is ____

	D1.  
Management Information Systems (MIS)


	Average is ____

	a.  MIS exists for regular collection, storage, analysis, and reporting on data/ information, in quality, timely, user-friendly and useful ways.
	0  1  2  3  4  5  6

	b.  Extensive data backup and storage procedures are in place
	0  1  2  3  4  5  6

	c.  MIS is well understood by management and staff, and are being constructively utilized
	0  1  2  3  4  5  6

	d.  Suitably trained staff are in place for MIS management and support
	0  1  2  3  4  5  6

	D2.  Narrative Information


	Average is ____

	a.  System is in place for collection of reliable narrative information from branch offices
	0  1  2  3  4  5  6

	b.  MFI produces and disseminates appropriate narrative external reports (at least quarterly) according to MFN or comparative format
	0  1  2  3  4  5  6

	c.  Reporting is submitted to Facilitating Member (and MFN) as per agreed timetable
	0  1  2  3  4  5  6


	D3.  
Financial Information


	Average is ____

	a.  Financial/ accounting system is in place with standard procedures and controls
	0  1  2  3  4  5  6

	b.  Financial Director has adequate financial skills to perform overall and product analysis
	0  1  2  3  4  5  6

	c.  MFI produces and disseminates accurate internal (monthly) and external (quarterly) financial reports. Quarterly reports are according to MFN or comparative format
	0  1  2  3  4  5  6

	d.  Annual financial reports are produced, externally audited, and disseminated
	0  1  2  3  4  5  6

	e.  Financial reports present a balance sheet, income statement and cash flow as per generally-accepted accounting standards
	0  1  2  3  4  5  6

	f.  Balance Sheet shows distribution of equity by retained earnings, donor contributions, loan fund, and other accounts
	0  1  2  3  4  5  6

	g.  Financial system and information is compliant with local legislation and regulations
	0  1  2  3  4  5  6

	D4.  Portfolio Information


	Average is ____

	a.  MFI produces accurate quarterly portfolio reports as per MFN or comparative format
	0  1  2  3  4  5  6

	b.  Portfolio is adjusted to include estimates of loan losses based on past experience or a generally-accepted and appropriate provisioning method
	0  1  2  3  4  5  6

	c.  Information is available by branch, product and loan officer, as well as being accurate, up-to-date, relatively detailed, well analyzed and disseminated in quality reports
	0  1  2  3  4  5  6

	d.  Information is used for immediate assessments of loans, loan officers and branches
	0  1  2  3  4  5  6

	E.  
Risk Management


	Average is ____

	E1.  
Policies, Procedures and Internal Controls


	Average is ____

	a.  Board, senior management and staff are informed and aware of operational risks
	0  1  2  3  4  5  6

	b.  MFI has up-to-date policies and procedures manual(s) for overall management, administration, operations, finance and personnel (including gender equality)
	0  1  2  3  4  5  6

	c.  Systems are in place to prevent organizational abuses, including separation of duties; borrowing, purchasing and lending limits; cash management and portfolio quality controls; fraud prevention/identification measures; disbursement/repayment through formal banks.
	0  1  2  3  4  5  6

	E2.  
Budgeting and Variance Analysis


	Average is ____

	a.  Budgeting is integrated into the strategic and operational planning processes
	0  1  2  3  4  5  6

	b.  Financial projections are made for all areas of activity
	0  1  2  3  4  5  6

	c.  Resources are allocated according to approved budgets
	0  1  2  3  4  5  6

	d.  Budget control and variance analysis occur on an ongoing basis with timely follow-up
	0  1  2  3  4  5  6

	E3.  
Internal and External Audits


	Average is ____

	a.  MFI has a senior internal auditor/controller who is responsible for ensuring regular and thorough internal audits, monitoring, and reports, with recommendations to the Board
	0  1  2  3  4  5  6

	b.  Internal audits include verification of financial/ portfolio transactions and all assets
	0  1  2  3  4  5  6

	c.  Regular unannounced spot checks of branch records/performance, staff and clients
	0  1  2  3  4  5  6

	d.  External audit conducted annually with review of management practices
	0  1  2  3  4  5  6

	e.  External audit includes branch review and adequate portfolio tests
	0  1  2  3  4  5  6

	f.   External audit firm is internationally affiliated with a strong local reputation
	0  1  2  3  4  5  6

	g.  Recommendations of internal and external audits are being followed up
	0  1  2  3  4  5  6


	F.  Financing, Liquidity and Profitability


	Average is ____

	F1.  Financing Strategy


	Average is ____

	a.  Financing strategy/plan is clear with the MFI anticipating future needs
	0  1  2  3  4  5  6

	b.  MFI shows a decreasing reliance on grant funding, with increasing but appropriate levels of commercial and equity funding
	0  1  2  3  4  5  6

	c.  Funding sources are already diverse or there is capacity for greater diversification
	0  1  2  3  4  5  6

	F2.  Asset / Liability Management


	Average is ____

	a.  Asset / liability management strategy and committee is in place
	0  1  2  3  4  5  6

	b.  Cash flow projections are generated regularly and used to plan for funding needs
	0  1  2  3  4  5  6

	c.  Portfolio generates significant cash financial revenue, as measured by Portfolio Yield
	0  1  2  3  4  5  6

	d.  Majority of MFI’s assets are invested in the loan portfolio
	0  1  2  3  4  5  6

	e.  MFI’s is matching the maturities of its assets with its liabilities, using Current Ratio
	0  1  2  3  4  5  6

	F3.  
Financial Sustainability


	Average is ____

	a.  Progress towards financial sustainability / profitability as measured by: Operational Self-Sufficiency (OSS), Financial Self-Sufficiency (FSS), Return on Assets (ROA)
	0  1  2  3  4  5  6

	b.  Lending activities priced to cover costs and reach sustainability
	0  1  2  3  4  5  6

	c.  Pricing not burdening clients with organizational inefficiencies
	0  1  2  3  4  5  6


ANNEX 1:
List of Documents
The following list of documents should be collected by/from an MFI being assessed about two months prior to an assessment. This is to allow adequate time for documents to be assembled and reviewed by the assessor(s), and yet close enough to the scheduled assessment so that documents are not to dated.

	A.  Mission and Structure:
A1. - Vision Statement

      - Mission Statement

      - Core Values 

A2. - Organizational Chart

A3. - Legal Registration

      - Constitution and By-laws

      - List of Members/ Shareholders

      - Criteria for Membership/ Shareholding
      - Plan for Indigenization



	B.  Board and Management

B1. - Board TOR

      - List of Board Members with their professional experience cited

      - List of Board Executive Members

      - Samples of Board and Board Executive Minutes

      - List of Board trainings during past year

B2. - List of Management/ Senior Staff with professional experience cited

B3. - Strategic/ Business Plan with financial and portfolio projections

      - Annual Operational Plan and Budget

B4. - Copies of recent media and/or educational materials

B5. - Human Resources Development Plan

      - List of Staff Training during past year

      - Staff Selection Criteria

      - Samples of staff Job Descriptions

      - Copy of Salaries and Benefits Structure/ Package

      - Recourse/Conflict Resolution Procedures



	C.  Products and Service Delivery

C1. - Document describing Products/ Loan Methodologies

C2. - Market Research Report (most recent copies)

      - Impact Assessment Report (most recent copies)

C3. - Strategic Marketing Strategies (as part of Strategic/ Business Plan)

Most recent Financial/ Portfolio Reporting, including:

C4. - Portfolio ratios, such as Repayment Rate (RR), Portfolio-at-Risk  (>30 days), Write-off Ratio, and Risk Coverage Ratio

C5. - Client Retention Rate or Drop-out Level

C6. - Efficiency / productivity ratios, such as Operating Expense Ratio, Loan Officer Productivity, Overall Personnel Productivity, Average o/s Loan Size per Borrower, and Cost per Client.

The above ratios overall and for the more mature branches of your MFI.



	D.  Information Management
D2. - Narrative Report (for previous quarter)

D3. - Financial Reports (for previous quarter and for each of last 3 months)

      - Audited Financial Report (for previous year)

D4. - Portfolio Report (for previous quarter)


	E.  Risk Management
E1. - Policies and Procedures for: Overall Management, Administration, Operations, Finance and Personnel (including Gender Equality and Environment)

- Financial Chart of Accounts

- Sample of Inventory Record for large assets

E2. - Annual Budget

      - Financial Reports (for previous quarter and for each of last 3 months)



	F.  Financing, Liquidity and Profitability
F1. - List of Major Funders/ Investors with amount or % of funds provided

F2. - Cash Flow Projections (most recent)

      - Portfolio Yield

      - Loan portfolio as percentage of overall MFI assets

      - Current Ratio

F3. - Sustainability/ profitability ratios such as Operational Self-Sufficiency (OSS), Financial Self-Sufficiency (FSS), Return on Assets (ROA)




ANNEX 2: 
List of Interview Questions
The following questions can be used by an assessor(s) during meetings with various stakeholders to solicit information for purposes of conducting an MFI assessment. The questions are mostly limited to requesting information that is not already collected through the documents listed in Annex 1. If the MFI fails to provide some of the documents in Annex 1, the assessor(s) should add those items to the list of questions.

	A.  Mission and Structure:  (addressed to MFI Management and/or Board)
A1. - What are your core values as an organization?

      - In what ways do these core values complement your mission and vision?

      - Describe any tensions between your agency’s core values and the ways it does business?
      - How are these being addressed by management and staff?

A2. - Do branch offices operate as profit centers?

      - In what ways do they conform to central operating policies/procedures?

      - In what ways have they been operating counter to central policy/procedure?

A3. - What is your MFI’s legal structure? 

      - Are you happy with that structure? And why or why not?

      - What problems (if any) does your current structure cause?

      - Who legally owns your MFI and what does that mean in practical terms?

      - Who are the other major stakeholders?

- How are these owners and other stakeholders engaged by staff in strategic decision-making?

- Who in your MFI is fully indigenized: staff? management, board members, owners?

      - If your MFI is not fully indigenized, do you have a plan for phasing-out foreign engagement?


	B.  Board and Management:  (addressed to MFI management and/or Board)
B1. - What indicates that the Board fully supports your mission and vision?

      - What oversight and accountability does the Board provide?  Is it adequate?  If not, why?

      - Does the Board review and approve all major corporate decisions and policies?

      - In what ways does the Board assist with policy formulation? PR? financial oversight? lobbying?

- What percentage of Board members are indigenous?

- What percentage of Board members are women?

      - What percentage of the Board represents specific stakeholders? Name them.

      - Describe the Board’s process for ensuring decision-making input from owners/ stakeholders? 

B2. - How do you see your role as a member of the Board? Management?

      - To what degree is staff expertise valued versus their ability to be a team player?

      - In what ways would you describe the management as accessible and accountable to the Board?

B3. - Who was engaged in strategic and annual operational planning, and how?

      - Describe your monitoring and evaluation system.

B4. - Describe your recent interaction with government: frequency, purpose, accomplishments, problems

- Describe recent interaction with the private sector: purpose, accomplishments, challenges.

      - Describe your recent engagement with national & international networks: accomplishments, issues

      - Who are your current funders? Which are decreasing support & why? Which increasing & why?

      - What types of media, education and public relations are you using at this time?

B5. - Are some of your staff providing services to other MFIs, NGOs or networks?  If so, to whom?

      - Is staff training part of your business plan? And if so, what is the frequency of staff training?

      - Who initiates staff training and based on what criteria?

      - Do you have a formal recruitment process?  If so, please describe the process?

      - How often are job appraisals conducted?  What are the major criteria for job performance?

- Job promotions are based on what criteria?  How is this determined?

- Is your salaries and benefits package competitive with other local MFIs, NGOs and government?

- How do you encourage gender equality/ participation during recruitment, training and promotion?

- In what ways does your MFI encourage participation in strategic decision-making by all staff?

- In what ways does management support other staff in their work?

- How does management ensure accountability while also encouraging delegation?



	C.  Products and Service Delivery (addressed to MFI management and/or Senior Staff)

C1. - Describe how your products meet clients needs and contribute to profitability and market position.

      - How are interest rates established?

C2. - How has market research and impact assessment been used to adjust product/ program design?

C3. - Are new products and services currently in the process of being developed? If so, please describe.

      - What approaches are being used to increase outreach to poorer segments of the population?

C4. - (If PAR> 5% and/or OTR < 98%) Do you have a delinquency management plan? If so, describe it.

C5. - Describe how your MFI educates and promotes its products and services to (potential) clients.

      - (If client retention is low/ dropout high), Do you have a plan for reducing client dropout?  Describe.

      - In what ways (if any) does your non-financial services complement your core financial services?

      - Are non-financial services paid for by clients through interest/fees or are they financed separately?

      - In what ways are office, equip and other facilities, adequate or inadequate for service delivery?

      - Are there ways in which clients’ use of loans is damaging to the environment or local culture?



	D.  Information Management  (addressed to MFI managament and Senior MIS Staff)
D1. - What MIS system do you use to regularly collect, store, and report on portfolio data?  Financial?

      - Is information from the MIS systems regularly backed-up? Timely? User-friendly? And useful?

      - What happens when the MIS software breaks down?  Is this happening in practice?

D2. - Is narrative reporting being submitted to supporters as per agreed timetable?

D3. - Financial/ accounting system with standard procedures and controls? [Discuss this in detail, including a physical review of the various financial records].

      - What is the highest education level and the work experience of your chief financial officer?

      - Is your financial system and information fully compliant with local legislation and regulations?

D4. - Is your financial/portfolio information available by branch, product and loan officer?

      - Is it accurate, up-to-date, relatively detailed and well analyzed with ratios?
      - Is this information used for timely assessments of loans, loan officers and branches?



	E. Risk Management  (addressed to MFI management, Board, and/or Senior Staff) 
E1. - What are your MFI’s major operational risks?  How are you managing these?

      - What types of systems/processes do you have in place to prevent organizational abuses?

      - Are financial duties separated between those who handle funds and those who account for it?

- What borrowing, purchasing and lending limits do you have in place?

- What cash management and portfolio quality controls are in place?

- What specific procedures exist to detect and prevent fraud?

- Except for petty cash, does all fund disbursement/ repayment occur through the formal banks?

E2. - Who is responsible for determining, monitoring, and revising budget allocations?

      - How is budget control being carried out?

E3. - Who is your internal auditor/ controller? And to whom does this person report?

      - How often is internal audit of branch offices conducted? Is this announced in advance?

      - What are the typical procedures conducted during a branch audit?

      - How often is an external audit conducted?

- How is the external auditor selected (criteria), and how often do you change auditors?  

- Is the external audit firm internationally affiliated?  Does it have a strong local reputation?

      - Does the external audit include a full review of management practices?

      - Does it include branch review and portfolio testing, and how is the portfolio tested?
- Describe if and how, recommendations of internal and external audits are being followed-up



	F.  Financing, Liquidity and Profitability  (addressed to MFI management)

F1. - What are your current plans/ strategies for financing?

      - What is the current composition of your’s MFI’s funding: % of grant, debt, equity?

      - Describe if and how your composition of funding has changed over the past five years?

      - Who are your top five funders and what % of your overall funding do they provide? 

F2. - Do you have a committee and/or strategy for asset / liability management?  If so, please describe.

      - Who is responsible for cash flow projections and how often are these produced?

F3. - What is taken into consideration when pricing your products?




ANNEX 3: 
Reporting Format
Assessments using the MFI Assessment Tool should use the following recommended format for reporting.
	Title Page & Acronyms

Executive Summary

Table of Contents
1.0   Introduction and Context:

· Brief Introduction to the MFI and its History

· MFI Environment (economic, political, regulatory, competitive)

· Rationale/ Objectives for MFI’s Assessment

2.0   Approach to Field Assessment:

· Assessment Team

· Methodology

· Information Gathering and Analysis

· Limitations/ Constraints

3.0   Report/ Commentary on Findings, Analysis and Conclusions
        for each of the following categories: 

A.  Mission and Structure

B.  Governance and Management

C.  Products and Service Delivery

D.  Information Management

E.  Risk Management

F.  Financing, Liquidity and Profitability

4.0   Draft Action Plan for Capacity-Building Follow-up by Category

Annex:  MFI Assessment Tool rating sheets (pages 4-8), and Annex 1 documents collected.
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