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R E G M I F A

ABOUT
REGMIFA

4

REGMIFA’s mission is to foster economic development in 
sub-Saharan Africa by supporting financial institutions that 
serve micro, small and medium sized enterprises (MSMEs) 
while simultaneously observing the principles of additionality 
and sustainability.

Launched in May 2010, the Regional MSME Investment Fund 
for sub-Saharan Africa SA, SICAV-SIF, is a Luxembourg-based 
investment fund that seeks to foster economic development 
and prosperity in sub-Saharan Africa. To this end, the Fund 
provides medium- to long-term debt financing in local currency 
to Partner Lending Institutions (PLIs) that serve MSMEs. 

Complementary to the Fund’s investment activities, a specific 
Technical Assistance (TA) Facility focuses on providing 
technical support to client institutions. It was set up as an 
entity independent from the Fund and structured as a fiduciary 
agreement under Luxembourg law in July 2010.  

Among the public investors are the French Development 
Agency (Agence Française de Développement - AFD), 
the Belgian Investment Company for Developing Coun-
tries (Belgische Investeringsmaatschappij voor Ontwikke-
lingslanden - BIO), the European Investment Bank (EIB), the 
Netherlands Development Finance Company (Nederlandse 
Financierings-Maatschappij voor Ontwikkelingslanden - FMO), 
KfW (Kreditanstalt für Wiederaufbau) on behalf of the German 
Federal Ministry for Economic Cooperation and Development 
(Bundesministerium für wirtschaftliche Zusammenarbeit und 
Entwicklung – BMZ), the Spanish Ministry of Foreign Affairs 
and Cooperation (Ministerio de Asuntos Exteriores y de 
Cooperación - MAEC) (Spanish Cooperation), the Instituto de 
Crédito Oficial (ICO) in the name and on behalf of the Spanish 
Government and the Kingdom of Spain (Spanish Cooperation), 
the Norwegian Microfinance Initiative (NMI), the Development 
Bank of Austria (Oesterreichische Entwicklungsbank – OeEB), 
and the French Investment and Promotions Company for 
Economic Cooperation (Société de Promotion et de Participa-
tion pour la Coopération Economique – Proparco). 

Symbiotics SA, a social and microfinance investment services 
company based in Geneva, Switzerland, which has a specia-
lized asset management unit, was entrusted by the Fund with 
the dual mandates of Investment Manager and Technical 
Assistance Facility Manager.

AS OF DECEMBER 2017

GROSS ASSET VALUE 

USD 133.4 MILLION 

NET ASSET VALUE 

USD 119.9 MILLION  

OUTSTANDING PORTFOLIO 
(NOMINAL AT DISBURSEMENT)

USD 109.5 MILLION  

NUMBER OF 
MICRO CLIENTS FINANCED 

151,288

NUMBER OF COUNTRIES 

22

NUMBER OF PARTNER
LENDING INSTITUTIONS 

53 

NUMBER OF 
OUTSTANDING INVESTMENTS 

92



USD 314 MILLION
ORIGINATED 

245 

PRIVATE DEBT TRANSACTIONS 

73 

INSTITUTIONS FINANCED 

156 
INSTITUTIONS ANALYZED 

 

22
COUNTRIES

8
YEARS OF TRACK RECORD

SECTORS 

TRADE
AGRICULTURE 

HOUSING
EDUCATION 

KEY

F I G U R E S
SINCE INCEPTION
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BOARD OF DIRECTORS 2017 

Left to right : 
Dr. Giuseppe Ballocchi
Mr. Arthur Sletteberg

Dr. Marcel Gérard Gounot
Mr. Stefan Hirche

Mr. Ruurd Brouwer (Chairman)
Mr. Karl-Heinz Fleischhacker

Mr. François Lagier

"Following a sharp slowdown in growth across sub-Saharan Africa over  
the past two years, 2017 has shown signs of recovery, reflected in improving 
investee performance metrics in REGMIFA’s target market. The addition of 

five first-time partners to the Fund’s portfolio and the entry into South Africa 
and Madagascar testify to the continued high relevance of the Fund as a 

provider of financing to the MSME sector. The year has not been without its 
challenges: while the Fund’s layered capital structure has again proven its 
value, as the A and B share class target dividends could be fully served for 
the seventh year in a row, the first loss C shares have absorbed increased 

loan loss provisions of USD 6.2 million."
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LETTER FROM
THE CHAIRMAN

On behalf of the Board of Directors, I am pleased to present the 2017 
Annual Report. Following a sharp slowdown in growth across sub-
Saharan Africa over the past two years, 2017 has shown signs of 
recovery, largely driven by rising oil and metals prices. GDP growth in 
the region is estimated to have strengthened to 2.6%, up from 1.4% 
in 2016, according to the IMF. The outlook for 2018 points towards 
a growth pick-up in sub-Saharan Africa with an improved forecast 
notably for Nigeria. Outlook for South Africa has equally improved, 
while the impact on medium-term growth of the election of Cyril 
Ramaphosa as ANC leader is yet to be seen. A growth recovery in 
Kenya, negatively impacted in 2017 by elections and high food price 
inflation from a drought, is equally expected, although the further 
downward impact on credit growth from the 2017 introduced cap on 
commercial lending rates remains a potential headwind. Meanwhile, 
the risk of social and political tensions will remain elevated. The 
prolongation of Joseph Kabila’s reign in the DRC, alongside a 
weakening opposition and increasing rebel activity, points towards 
a deepening political crisis that will need to remain closely watched. 

The rebound in 2017 has coincided with a cautious resumption in 
microfinance markets and REGMIFA’s investment activity, which has 
witnessed an increase in disbursed volume to USD 34.27 million 
(2016: USD 29.96 million). At the same time, USD 39.48 million 
in repayments resulted in a net portfolio contraction of – USD 5.2 
million compared to 2016, ending the year with an outstanding 
nominal loan portfolio of USD 109.5 million1. Despite a reduction 
in portfolio, the Fund’s outreach was strengthened with the addition 
of five first-time partners to the Fund’s portfolio, reaching 53 
investees at the end of 2017. The average investment amount per 
institution remained with USD 2.1 million at the level of previous 
years, which illustrates the Fund’s consistent focus on smaller, less 
served institutions. Country outreach also broadened, as REGMIFA 
entered South Africa and Madagascar, testifying to the Fund’s 
continued strong prospection and deal origination capacity, reaching 
22 countries at the end of the year.

Arrears in Nigeria and related provisions caused by currency 
convertibility challenges in 2015 and 2016 were significantly 
reduced during 2017 due to the successful sourcing of USD and 
full repayment by three of the Fund’s Nigerian partners, setting the 
ground for discussions on renewed partnerships in 2018, in line with 
the improving macroeconomic outlook in the country. A series of 
recovery cases in other countries were equally successfully closed. 
At the same time, despite these positive developments, the recovery 
outlook for a series of cases needed to be adjusted during 2017, 

warranting an overall increase of loan loss provisions to 11.5% of 
the Fund portfolio as of year-end 2017.

Financially, REGMIFA’s layered capital structure has again proven 
its value as a stabilizing mechanism. Target dividends for the A and 
B Share Classes were fully served for the seventh year in a row, 
while the increased market and credit risk observed over the past 
two years continued to be absorbed by the Fund’s first loss C Share 
layer. Despite two consecutive years within a challenging market 
environment, the Net Asset Value (NAV) of C shares as of year-
end 2017 has remained above their subscription value, as years of 
capitalized dividends have created a buffer protecting the C Share 
capital base. The C Share NAV remained at 47% of the Fund’s Gross 
Asset Value (GAV), which further provides the Fund with a cushion 
to absorb the introduction of IFRS 9, coming into force on 1 January 
2018, and which will result in increased provisioning requirements 
going forward, with no impact however on the actual realized loss rate. 
The effect of this new accounting standard as of Q4 2017 has been 
estimated and disclosed in Note 2.2.2 to the financial statements. 

From a social performance perspective, REGMIFA has remained 
focused on its mission: 45% of the Fund’s disbursements in 
2017 have been to Least Developed Countries as per the UN 
classification, and the Fund has continued to focus on relatively small 
sized PLIs, with 76% of PLIs classified as Tier 2 or Tier 3 institutions 
at the first disbursement cycle.2  In 2017, the REGMIFA TA Facility 
continued to complement the Fund’s activities in the developmental 
impact of the MSME sector in sub-Saharan Africa, thanks to the 
commitments received in 2016 from the European Investment Bank, 
the Government of Luxembourg and REGMIFA. The TA Facility 
deployed 18 TA projects in 14 countries during 2017, valued at EUR 
1.2 million.  Madagascar was added to the TA Facility’s geographical 
coverage. The REGMIFA TA Facility successfully launched a 4th 
international tender process aimed at implementing a cross country 
Risk Management TA Package. This package benefitted 13 PLIs in 
9 countries. Since inception in 2011, the REGMIFA TA Facility has 
amassed a total of EUR 8.69 million in donors’ commitments and its 
track record demonstrates that its raison-d’être as a complementary 
tool to the Fund delivering capacity-building support to the PLIs is 
still profound: in cumulative terms, 115 projects have been approved 
totaling EUR 7.3 million, of which 107 projects totaling EUR 6.6 
million have been contracted.  The TA Facility footprint has expanded 
so far to 23 countries in sub-Saharan Africa. The average project 
size is EUR 74,530 with an average cost sharing of 25%.

Finally, the Board would like to thank REGMIFA’s investors and service 
providers for their commitment and ongoing support to the Fund’s 
mission. We believe that REGMIFA’s results, in particular given the 
challenges presented to it over the last two years, testify to its capacity 
to withstand turbulences and to remain a reliable funding partner to its 
partner institutions under a diverse range of circumstances. We look 
forward to continue our fruitful cooperation in the years ahead.

Sincerely,
Ruurd Brouwer, Chairman of the Board of Directors

G R E E T I N G S

1	Reconciliation between the outstanding portfolio value as reported above and 
as reported on the balance sheet of the Audited Financial Statements: the 
nominal value of the invested portfolio (exchange rates as of disbursement) 
stands at USD 109.5 million, FX adjustments from revaluing the portfolio at 
current exchange rates amount to – USD 2.4 million and loan loss allowances 
represent - USD 9.8 million, resulting in a carrying value of USD 97.2 million. 

2	REGMIFA defines small (Tier 3) institutions as those with total assets 
below USD 10 million, medium (Tier 2) institutions as those with total 
assets between USD 10 and USD 30 million, and large (Tier 1) institutions 
as those with total assets in excess of USD 30 million.
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“On the back of enhanced macroeconomic conditions, 
investment activity picked up with seven additional 

partner lending institutions and the access of two new 
markets, confirming its position as a reliable partner 

to MSME-focused financial institutions.”
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LETTER FROM THE
INVESTMENT MANAGER

G R E E T I N G S

Experiencing two years of market challenges, we have witnessed 
improvements in 2017, notably through a pick-up in investment 
activity on the back of enhanced macroeconomic conditions 
and encouraging progress in the Fund’s work-out cases. This 
rebound confirms that the Fund is adequately structured to 
sustain periods of increased risk, confirming its position as a 
reliable partner to MSME-focused financial institutions during 
difficult times and as a funder of choice to accompany the 
reemerging growth opportunities of its investees.

Disbursement activity reached a volume of USD 34.3 million in 
2017, up from USD 29.9 million in 2016, and was driven mainly  
by renewals and top-up loans with existing, well-performing 
partner lending institutions. At the same time, prospection 
activity remained healthy and resulted in the addition of seven 
partner lending institutions to the Fund’s portfolio, including 
ASA in Ghana, Compagnie Africaine de Crédit (CAC) in Ivory  
Coast, Letshego Bank in Tanzania, Pakhamani Foundation and 
Small Enterprise Foundation in South Africa and Société 
d’Investissement pour la Promotion des Entreprises (SIPEM) 
in Madagascar. With South Africa and Madagascar, the Fund 
entered two new countries and increased its outreach to 22 
markets. With the South African Rand and Sierra Leonean 
Leone, two additional local currencies have joined the Fund’s 
portfolio, while all currency risks remained fully hedged against 
the Fund currency USD.

Repayments, in part due to recoveries on work-out cases, have 
exceeded disbursements, resulting in a net portfolio contrac-
tion by USD 5.2 million to end the year with an outstanding 
portfolio of USD 109.5 million. While good progress was made 
on those workout cases where the underlying cause can be 
attributed to currency availability restrictions or factors exter-
nal to the MFI, the year has also brought to light three cases 
of fraud (one in Tanzania, two in Nigeria) and a consequent 
deterioration in their recovery outlook. These cases, amounting 
to USD 9.3 million or 8.5% of the fund’s invested portfolio, 
are treated with high priority amidst a group of lenders repre-
senting the international impact investment and development 
finance community.

In addition to the increase in provisions driven by above men-
tioned cases, during 2017, the fund’s governing bodies and the 
fund manager prepared the groundwork for the implementa-
tion of IFRS 9, starting on 1 January 2018. As opposed to the 
previously applicable “incurred loss” model under IAS 39, IFRS 
9 embodies an “expected loss” approach. On initial recogni-
tion, a loan loss allowance is established for all loans based on  
expected credit losses (ECL) resulting from probability-weighted  
default events. The necessary changes in the modelling of 
credit loss parameters and in the underlying credit manage-
ment processes were reviewed with the Board of Directors and 

put in place by the Investment Manager in preparation for the 
coming into force of IFRS 9 in 2018.

The activities of the TA Facility were marked by close project 
monitoring and steering taking into consideration that no new 
donor commitment was recorded during 2017. The cumu-
lated donors’ commitments remained at EUR 8.7m, of which 
EUR 7.96m were already contributed by year end. Despite the 
number of operational challenges the Investment Manager was 
faced with (such as tender cancellations, implementation 
delays or unexpected PLIs’ change of priorities) in the reported 
year, the Investment Manager managed to address them suc-
cessfully and to achieve positive results as acknowledged by 
the TA Facility Committee: as of year-end the TA Facility was 
active in 14 countries including Madagascar, Malawi, Chad and 
Sierra Leone, reached a volume of approved projects equiva-
lent to EUR 1.5m, contracted projects for a volume equivalent 
to EUR 1.2m, and registered a direct expense ratio of 14.6%, 
well within the target of 15%. 

Global growth is expected to accelerate in 2018, providing 
support to commodity prices and creating positive momentum 
for the continent’s commodity exporters. Notably Nigeria, which 
dropped from being REGMIFA’s top exposure prior to the 
2014-16 crisis to represent below 6% of the fund at year end 
2017, is forecast to demonstrate improved economic growth 
and increased foreign exchange reserves in 2018. Conse-
quently, it is expected that Nigeria will again play a significant 
role in the fund’s growth going forward.

We would like to thank the Fund’s governance bodies and 
shareholders for their continued support of REGMIFA’s mission, 
allowing the fund to weather through the macroeconomic tur-
moil witnessed since 2015 and placing it in a healthy position 
to capture renewed growth opportunities in its target market. 
We are confident in REGMIFA’s capability to continue building 
on its positive developmental and financial track record.

With kind regards,
The Investment Manager Team
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Micro, small and medium-sized enterprises (MSMEs) form 
the backbone of every economy; they are the engines of 
growth and income generation. A lack of financial resources 
constrains African MSMEs from realizing their full potential. 
Removing these obstacles and unlocking the potential of local 
capital markets is a priority for REGMIFA investors. 

In accordance with its mission, REGMIFA’s strategy is to foster 
economic development and prosperity, as well as employment 
creation, income generation and poverty alleviation in sub-
Saharan Africa through the provision of innovative financial 
products and, where applicable, technical assistance support to 
eligible Partner Lending Institutions (PLIs) that serve MSMEs. 

REGMIFA’s development goal is to reach and support MSMEs 
through active partnerships with PLIs. The Fund is founded 
on the principles of the Paris Declaration; it seeks to increase 
investor effectiveness by pooling resources and 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. 

FUND 
REGMIFA is a debt fund with a focus on financing regulated 
and non-regulated microfinance institutions, local commercial 
banks and other financial institutions (PLIs) that are established 
in sub-Saharan African countries and serve MSMEs. It provides 
its PLIs with longer term senior loans, subordinated debt, term 
deposits and guarantee schemes, the majority of which are 
delivered in local currency. 

The Fund aims to build a balanced portfolio, with small and 
medium-sized PLIs targeted to comprise the majority of the 
Fund’s client mix. Small PLIs (Tier 3) include those with total 
assets below USD 10 million, medium PLIs (Tier 2) include 
those with total assets between USD 10 million and 30 
million, and large PLIs (Tier1) include those with total assets 
exceeding USD 30 million.

FUND STRUCTURE
Founded as a public-private partnership aimed at establishing 
a vehicle to combine funds from public and private investors, 
REGMIFA is structured as a multi-layered fund that reflects 
the risk/return requirements of its investors. In order to meet 
these requirements, three shareholder classes (A, B, C) have 
been established, as well as two noteholder classes (senior 
and subordinated), with each share and note class possessing 
its own risk profile and targeted return.

STRATEGY

LEGAL NAME
Regional Micro, Small and Medium Sized 

Enterprises Investment Fund for sub-Saharan Africa S.A., 
SICAV-SIF (REGMIFA)

FUND TYPE
Investment public limited company under Luxembourg Law, 

qualified as a specialized investment fund

REGISTERED OFFICE
5, rue Jean Monnet

L-2180 Luxembourg
Grand-Duchy of Luxembourg

INCEPTION DATE
May 2010

MAIN FINANCIAL PRODUCTS
Medium- to long-term senior loans at fixed and floating 

interest rates, term deposits, letters of credit, guarantees

INVESTMENT CURRENCY
USD, EUR, local currency

INVESTMENT MANAGER AND
TA FACILITY MANAGER

Symbiotics SA

STRUCTURING AGENT
Kreditanstalt für Wiederaufbau (KfW)

GENERAL SECRETARY
Innpact Sàrl

CUSTODIAN / ADMINISTRATOR
Credit Suisse (Luxembourg) S.A. and Credit Suisse 

Fund Services (Luxembourg) S.A.

LEGAL COUNSEL
Linklaters LLP

AUDITOR
Ernst & Young SA
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Class C shares form the foundation of the capital structure. They 
are primarily subscribed by development finance institutions 
and comprise a mandatory minimum of 33% of REGMIFA’s 
total assets. In addition to this core quality, by representing 
the first loss tranche, they provide an appropriate cushion to 
investors that contribute to REGMIFA’s development impact by 
underwriting Class A senior and Class B mezzanine shares and 
senior and subordinated notes.

DEBT
Senior notes

Subordinated notes

EQUITY
A shares
B shares
C shares

REGMIFA EXEMPLIFIES 

BLENDED FINANCE, 

WITH A FIRST LOSS CUSHION 

THAT CONSTITUTES A 

MANDATORY MINIMUM 

OF 33% OF FUND ASSETS.

INVESTORS 
Initiated at the G8 Summit in Heiligendamm, REGMIFA is 
a public-private partnership aimed at establishing a vehicle 
to combine funds from public and private investors. Among 
the public investors are the French Development Agency 
(Agence Française de Développement - AFD), the Belgian 
Investment Company for Developing Countries (Belgische 
Investeringsmaatschappij voor Ontwikkelingslanden - BIO), 
the European Investment Bank (EIB), the Netherlands 
Development Finance Company (Nederlandse Financierings-
Maatschappij voor Ontwikkelingslanden - FMO), KfW 
(Kreditanstalt für Wiederaufbau) on behalf of the German 
Federal Ministry for Economic Cooperation and Development 
(Bundesministerium für wirtschaftliche Zusammenarbeit 
und Entwicklung – BMZ), the Spanish Ministry of Foreign 
Affairs and Cooperation (Ministerio de Asuntos Exteriores 
y de Cooperación - MAEC) (Spanish Cooperation), the 
Instituto de Crédito Oficial (ICO) in the name and on behalf 
of the Spanish Government and the Kingdom of Spain 
(Spanish Cooperation), the Norwegian Microfinance Initiative 
(NMI), the Development Bank of Austria (Oesterreichische 
Entwicklungsbank – OeEB), and the French Investment and 
Promotions Company for Economic Cooperation (Société 
de Promotion et de Participation pour la Coopération 
Economique – Proparco).

1 2
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TECHNICAL ASSISTANCE FACILITY 
Following the inception of the REGMIFA Fund, the REGMIFA 
Technical Assistance (TA) Facility was launched in 2011 to 
complement the financial services delivered to the existing in-
vestees of the Fund. The REGMIFA TA Facility is a key part of 
the Fund’s value proposition, enabling it to provide technical 
support to MSME financial institutions in sub-Saharan Africa 
and increase their developmental impact while mitigating risk at 
the Fund level. The Facility’s activities are specifically targeted 
at supporting the Fund’s investment portfolio and are comple-
mentary to other industry initiatives in the region. The approach 
of the implementation and management of the Facility is based 
on the following principles: 
	 Delivery of high-quality consultancy services 
	 Fair and transparent processes and procedures 
	 Provision of services based on clients’ needs

Despite the fact that REGMIFA operates as one partner, the 
REGMIFA TA Facility is a separate entity with its own oversight 
body—the TA Facility Committee—and is governed by its own 
rules and regulations, making decisions independently from the 
Fund. The daily operations and project implementation, including 
the management of the pool of more than 500 consultants, is 
coordinated by TA Facility Manager Symbiotics SA.

CONTRIBUTORS
	 Spanish Agency for International Development Cooperation 

(Agencia Española de Cooperación Internacional para el 
Desarrollo – AECID)

	 KfW (Kreditanstalt für Wiederaufbau) on behalf of the 
German Federal Ministry for Economic Cooperation and 
Development (Bundesministerium für wirtschaftliche 
Zusammenarbeit und Entwicklung – BMZ)

	 European Union
	 European Investment Bank (EIB)
	 REGMIFA Fund
	 Government of Luxembourg

LEGAL STRUCTURE
Fiduciary Agreement / Fiducie; under Luxembourg law on 

trust and fiduciary contacts

START OF OPERATIONS OF THE TA FACILITY
January 2011

TA FACILITY MANAGER
Symbiotics SA

FIDUCIARY CUSTODIAN
Credit Suisse (Luxembourg) S.A.

DONORS:

1 3
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10 KEY INDICATORS*

SOUTH AFRICA

POPULATION

54.8 MILLION

POPULATION LIVING IN POVERTY

55.5%

HUMAN DEVELOPMENT RANK

119/188

GDP PER CAPITA

USD 5,275

REAL GDP GROWTH

1.3%

INFLATION RATE

6.3%

FOREX HEDGING COSTS (36M)

4.7%

PRIVATE CREDIT (% OF GDP)

144.4%

FOREIGN AID (IN BILLIONS)

USD 1.2

REMITTANCES (IN MILLIONS)

USD 755.4

*2017 or latest available
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CLIENT: MS. GERTRUDE MTHOMBOTHI*   
Ms. Gertrude Mthombothi is a customer of the Phakamani 
Foundation (PKF) in Mpumalanga, a province located in 
eastern South Africa, bordering Swaziland and Mozambique. 
Ms. Mthombothi has used the capital, training and support 
she has received from PKF to expand her “spaza” shop, 
which is an informal store that one finds typically in South 
African townships and that usually sells groceries and other 
convenience goods. Thanks to the support from PKF, Ms. 
Mthombothi’s shop is today a thriving micro business that 
provides necessary household items to residents from her 
local community. Ms. Mthombothi supports eleven people 
with the income she generates through her business. PKF’s 
support has allowed her to start saving for her children’s 
school and health costs. She has also recently been able 
to purchase a bed and kitchen unit for her home. In the 
near future, Ms. Mthombothi plans on further growing her 
business and moving it into a more permanent structure.

1 5

MEET MS. GERTRUDE MTHOMBOTHI  
STORE OWNER

NIGERIA

COUNTRY: SOUTH AFRICA	
South Africa is an upper-middle income economy as per 
the World Bank’s classification. It is a country rich in supply 
of natural resources like gold, platinum, coal, and chromium. 
The country has witnessed a remarkable political transition 
to democracy in the mid-1990s that has helped to increase 
the living conditions of South Africans. However, the pace of 
improvement has been slowing down in recent years with weak 
growth since the global financial crisis of 2008. Poverty levels 
have not moved much since 2011 (55%) while inequality 
and very high unemployment (27%) remain key development 
challenges. The economy grew at 1.3% in 2017 while further 
acceleration is forecasted for 2018 (+1.4%). The financial 
services sector is well-developed, with resilient banks that are 
adequately capitalized and highly profitable. Financial inclusion 
has improved, encouraged by the Government’s ‘Financial 
Services Charter’ resulting in all four of South Africa’s large 
banks offering a basic, affordable savings account. Grameen-
type NGOs saw light in the early 1990s. They today exist in 
largely marginal geographical areas, underserved by formal 
banks. The SME financing segment is also very much untapped.

MFI: PHAKAMANI FOUNDATION
The Phakamani Foundation (PKF) was founded in 2007 by a 
retired Canadian entrepreneur and his wife. PKF is a not for 
profit company regulated by the National Credit Regulator as a 
developmental microfinance institution (MFI). PKF exclusively 
offers small loans under the Grameen lending principles to rural 
women involved in start-ups and survivalist microbusinesses 
which are unattended by commercial financial institutions. 
The targeted microbusinesses are located in poor rural 
communities where over 50% of women are unemployed. This 
support towards financial inclusion coupled with a low average 
loan balance of USD 102 as of December 2017 demonstrates 
PKF’s strong social agenda. PKF’s growth has been spurred 
by donor funding that enabled the institution to expand its 
branch network over the past couple of years which has 
resulted in robust gross loan portfolio (GLP) growth of 63.3% 
per annum since June 2015. GLP today amounts to USD 2.5 
million and is channeled to more than 20,000 borrowers in 
four out of the nine provinces of South Africa. Looking ahead, 
PKF aims to open new branches at regular intervals while 
continuing to measure social impact through studies of client 
living standards. 

Thanks to the support from 

PKF, Ms. Mthombothi’s shop 

is today a thriving micro 

business that provides 

necessary household items 

to residents from her 

local community.

* This client story has been provided by the Phakamani Foundation and 

has been authorized for use. 
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2017 HIGHLIGHTS
AND OUTLOOK

2017 was a year of recovery for the continent, with diversified 
and service economies experiencing the highest growth, while 
undiversified oil and exporting economies remained vulnerable 
to fluctuating commodity prices. REGMIFA’s financial year 
closed with a portfolio size of USD 109.5 million, compared 
to USD 114.7 million at the end of 2016, reflecting this chal-
lenging macroeconomic environment. Growth and recovery is 
expected for 2018 on the back of rising commodity prices and 
economic reforms. 
While outlook is improving, 2018 will see the full implementation 
of IFRS 9, which is expected to drive total provisioning re-
quirements upward on the portfolio. The Fund’s layered capital 
structure, benefitting from a sizeable first loss C share layer, 
will continue to greatly assist in ensuring the financial viability  
of the Fund and proves its capacity to continue to provide 
needed capital in an environment characterized by high political,  
macroeconomic and business risks.

OUTREACH TO NEW TIER 1, TIER 2 AND TIER 3 PLIS
The Fund disbursed USD 34.2 million during 2017, a figure  
comparing positively to the slowdown experienced since the 
onset of the commodity price crisis in 2015. The fact that  
December 2017 was the Fund’s second highest single month in 
disbursement testifies to this improved outlook. The Fund further 
added five new PLIs to the portfolio, of which one new Tier 1, 
two new Tier 2 and one new Tier 3 PLI. 
The aggregate profile of the new PLIs reflect both the Fund’s 
developmental objectives and the continuation of an initiative 
started in 2014 to reach out to small, newer institutions 
that may lack the track record or size most international 
lenders require before an investment can be considered, 
demonstrating the continued high additionality of REGMIFA 
in its target market. 

NEW COUNTRY EXPOSURES: SOUTH AFRICA AND 
MADAGASCAR
REGMIFA made its first investments in Madagascar and South 
Africa, reflecting the Fund’s continued mission to expand its 
footprint across the continent. The Fund is currently exposed 
to 22 counties, where 15 of the countries are considered 
to be Least Developed Countries (LDCs) according to UN 
classification.

FUND FINANCIAL PERFORMANCE
	 For the seventh consecutive year, all target dividends for A and 

B shares could be paid to investors illustrating the resilience 
of a blended financial structure in adverse conditions.

	 Nonetheless, macroeconomic and forex challenges in key 
exposure countries impacted the first loss C share layer. 
The positive cumulative capitalized return on C shares since 
inception has however created a valuable buffer that still 
serves as a cushion for the Fund’s future growth.

	 While 84% of the Fund is being denominated in local 
currency, the Fund remained fully shielded from currency 
related losses as 100% of the local currency portfolio is 
hedged against the USD.

IN 2017, REGMIFA:
	 Disbursed USD 34.2 million
	 Executed 28 transactions
	 Added 5 new PLIs to the portfolio
	 Carried out first time investments in Madagascar and  

South Africa

ENLARGED VALUE PROPOSITION OF TA VIA THE TA 
PACKAGE APPROACH

SUCCESSFUL LAUNCH OF TA PACKAGE 4 ON RISK 
MANAGEMENT
During 2017, a TA Package, the fourth designed so far by 
the TAF Manager and focused on Risk Management, was 
successfully launched. Fully subscribed by 13 PLIs located  
in 9 countries (SMT and LAPO in Sierra Leone, Juhudi  
Kilimo, SUMAC and Musoni in Kenya, SIPEM in Madagascar,  
AccessBank in Rwanda, the ACEP affiliates in Burkina, in  
Niger and in Cameroon, VisionFund in Uganda, Finca and  
VisionFund in Zambia), its purpose was the addressing 
of various types of risk management-related needs, from 
nascent risk management structures and environments to 
existing frameworks needing some enhancements. The 
launched international tender arose considerable interest 
and was awarded to Frankfurt School after a competitive 
process during which 17 eligible proposals were analyzed by 
the TAF Manager. TA Packages are characterized by applying 
the same methodology to each PLI to address common 
capacity building and technical assistance needs, while 
the content is tailored to the particular institution by using 
regional or local expertise, coupled with international skill 
sets, altogether achieving the highest value for money. The TA 
Package 4 shall use the Risk Management Graduation Model 
(RMGM) developed by the Risk Management Initiative, which 
is engaged in raising the standards of risk management 
in the microfinance industry. The RMGM is a pathways-
based, best-practice framework for risk management in the 
microfinance sector and is the product of extensive research 
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and development, institutional pilot testing, and consensus 
building.
The entire program is expected to run for a period of 18 
months.

MARKETING HIGHLIGHTS
Regmifa was a sponsor of the African Microfinance Week, a 
major conference dedicated to the development of financial 
inclusion in Africa, held in Addis Ababa in October 2017 and 
gathering more than 600 attendees.
The Fund was granted the LuxFLAG Microfinance Label for 
the seventh consecutive year in 2017.

2017 ECONOMIC ENVIRONMENT
Economic growth in sub-Saharan Africa is estimated by the 
World Bank group to have picked up to 2.6 percent in 2017, 
from 1.5 percent in 2016, encouraged by recovering commod-
ity prices and improving agricultural output following droughts.

2018 OUTLOOK
Growth is projected to pick up to 3.1 percent in 2018, a 
moderate strengthening but with considerable variation across 
countries. Commodity prices are expected to remain stable 
while robust expansion in global growth is forecast to continue. 
Commodity-price stabilization should support growth in several 
economies including Nigeria, Angola, DRC and Zambia while 
the need for fiscal consolidation will limit expectations in the 
CEMAC region. Among non-resource exporting economies, 
growth prospects have strengthened in East Africa owing to 
improving agricultural sector growth following droughts and 
a rebound in private sector credit growth, while infrastructure 
investment will support growth prospects in the WAEMU region.
Across the continent, fiscal policy looks to remain tight, con-
strained by the need to tackle rising debt levels and rebuild 
buffers to enhance resilience. However, without a renewed 
focus on structural reforms to lift productivity and advance 
economic diversification, progress to improve the enabling 
environment for private sector activity will be stymied.
While tighter global financing conditions and weaker com-
modity prices are the main external risks, domestic risks include 
heightened security issues, delayed fiscal adjustment, and 
weak implementation of structural reforms.

TA OUTLOOK FOR 2018 
The IM continues its fundraising efforts to replenish the TA 
Facility’s resources and is as well trying to attract and combine 
funding from other technical assistance sources interested in 
cooperation in topics such as digital services, SME lending, 
agriculture finance or education finance. Finally, the TAF 
co-financing requirements have been generally increased for 
PLIs during 2017 (they are however adjusted downward for the 
PLIs in financial distress). The co-financing amounts collect-
ed will eventually be reallocated to small size projects such as 
scholarship programs or to a TA Package, the budget of which 
is modular according to the number of participating PLIs. 
During 2018, the TAF Manager will also focus on the monitoring 
of the ongoing projects until full allocation of the existing donors’ 
contributions.  
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According to Symbiotics’ 2017 MIV Survey, collecting data 
from more than 90 MIVs, 54 MIVs are investing in sub-Saharan 
Africa, of which six funds are exclusively dedicated to the region, 
testifying to the increased relevance of the region in impact 
portfolios. Nevertheless,the invested volume represents a low 
7.9% of MIVs’ direct microfinance portfolio, demonstrating the 
continued need for a dedicated funding and TA provider such as 
REGMIFA in the region.

REGMIFA’s 2017 

Social Return at a Glance

The Fund invested USD 34.3 million in 2017, bringing the net 
portfolio size to USD 109.5 million, which allowed it to reach 
out to 151,288 end-borrowers. 

	 65% of the portfolio is invested in countries with low 
human development; the weighted average HDI rank is 
155 out of 188. 

	 The Fund added five new PLIs in 2017. Of the five new 
PLIs, three were categorized as Tier 1 (total assets above 
USD 30 million), one was categorized as Tier 2 (total 
assets between USD 10 million and USD 30 million) and 
one was categorized as Tier 3 (total assets below USD 
10 million) at disbursement, demonstrating a continued 
deepening of the Fund’s stated developmental objective 
of increasing its outreach to small and less developed 
PLIs not commonly served by existing microfinance 
funders. 

	 REGMIFA continued to work with diverse PLIs in terms of 
legal status, credit risk, and age and that provide financing 
to the MSME sector. 

	 77% of financing to PLIs was in local currency and 98% 
of loans had fixed interest rates. 

	 The Fund offered longer maturities than those available 
locally; the longest portfolio maturity remains 5 years.

	 The Fund supported an estimated 720 jobs at the PLIs 
through its investments. 

	 PLIs paid a total of USD 17.5m of taxes to national 
governments. 

	 75% of PLIs endorsed the Smart Campaign for client 
protection.

DEVELOPMENT IMPACT AND 
SOCIAL PERFORMANCE

P E R F O R M A N C E
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In 2017, the fund financed an estimated 151,288 end-
borrowers via its partner lending institutions who 

	 Are a majority women (54%) 
	 Reside primarily in urban areas (69%) 
	 Live in 22 different countries, notably Ghana (20%), Kenya 

(14%), Tanzania (11%) and Uganda (10%)
	 Are running a micro, small, or medium enterprise (90%)
	 Are active in trade (67%) and also services, agriculture, and 

production (24%)

These borrowers received loans that:

	 Averaged USD 723, representing 66% of GNI per capita 
on average 

	 Were structured as both individual and group loans (61% 
and 39%, respectively) 

	 Were repaid on time in 90% of cases

REGMIFA’s end borrowers have access to a wide range 
of services via PLIs, including: 

	 Savings products, including time and sight deposits, 
checking accounts, and special purpose accounts; 79% 
of PLIs offered some type of savings product other than 
compulsory savings 

	 Insurance products (offered by 86% of PLIs), most 
commonly credit life insurance, though some PLIs also 
offered life insurance or other types 

	 Other financial services, such as payment services (83%)  
	 Non-financial services (41%), such as business development, 

health, or education services

OUTREACH TO
END-BORROWERS

DISTRIBUTION BY LOCATION

69%
31%

Rural

Urban

DISTRIBUTION BY GENDER

54%

42%

4%

Women

Men

Legal entities
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DISTRIBUTION BY ACTIVITY LENDING METHODOLOGY
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CREDIT PRODUCTS SERVICES PROVIDED BEYOND CREDIT

79%
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PORTFOLIO CHARACTERISTICS 
OF PLIS 

FINANCED BY REGMIFA
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Average portfolio social score: 3.5 stars 
PLIs’ social ratings are key parameters in investment 
decisions. REGMIFA invests in PLIs that are socially oriented 
and have a score of 2.5 stars or higher. REGMIFA’s investees 
maintained an average social rating of 3.5 stars in 2017 
(2016: 3.5 stars), which translates into “a strong likelihood 
of contributing to sustainable development; a low risk of 
having a negative social impact”. As institutions mature, 
improvements in ESR management are expected. Although 
there is no systematic correlation between size or financial 
performance and social performance, many of the top-rated 
institutions in REGMIFA’s portfolio (4 out of 5) fall into the 
Tier 1 category (large institutions with more than USD 30 
million in assets).

Methodology
The Fund uses a social rating tool to rate PLIs according to 
their commitment to social and environmental goals and distin-
guishes the most socially oriented institutions from those that 
adhere to less ethical business models. The main purpose of 
the tool is to assess a PLI’s commitment to and capacity for 
sustainable development, the effectiveness of the institution’s 
systems and services in this area, and its results. The Fund 
measures a PLI’s performance on seven dimensions: social 
governance, labor climate, financial inclusion, client protection, 
product quality, community engagement, and environmental 
policy. A weighted average system based on the Fund’s ex-
posure to each PLI is used to compute the ESR indicators 
contained in this report.

2017 Portfolio ESR Rating

2016 Portfolio ESR Rating

Social Governance

Environmental
Policy

Labor Climate

Financial 
Inclusion

Client ProtectionProduct Quality

Community
Engagement

SOCIAL RESPONSIBILITY RATING 
(PORTFOLIO-WEIGHTED)

PORTFOLIO ENVIRONMENTAL
AND SOCIAL RESPONSIBILITY

RATING 2017

Extremely strong likelihood of contributing to 
sustainable development; 
Extremely low risk of having negative social impact

Very strong likelihood of contributing to 
sustainable development; 
Very low risk of having negative social impact

Strong likelihood of contributing to 
sustainable development; 
Low risk of having negative social impact

Moderate likelihood of contributing to 
sustainable development; 
Moderate risk of having negative social impact

Low likelihood of contributing to sustainable 
development; 
High risk of having negative social impact

Very low likelihood of contributing to 
sustainable development; 
Very high risk of having negative social impact
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Social responsibility policy 
REGMIFA pursues a triple bottom line strategy as it aims to 
actively promote sustainable development in sub-Saharan 
Africa. The governance of the Fund ensures that each step 
of the investment process reflects this strategy.

The social responsibility policy includes:
	 The Fund’s environmental and social responsibility (ESR) 

procedures defining its ESR strategy 
	 The ethical chart based on the Client Protection Principles to 

which the Fund adheres
	 The regular training of REGMIFA staff on ESR and client 

protection issues
	 The social rating tool used to assess and select PLIs, identify 

needs for technical assistance, and monitor results
	 The systematic incorporation of ESR issues in investment 

decision-making and loan agreements
	 The annual ESR report enabling investors to be informed 

about the Fund’s ESR performance level
	 The Fund income distribution mechanism, which includes a 

contribution to the TA Facility 
	 Regular external ESR assessments of the Fund’s activities, 

including a social audit undertaken in 2012 and an impact 
assessment of the REGMIFA intervention on PLIs, which 
was concluded in 2014

Portfolio distribution of PLIs’ ESR ratings
REGMIFA’s portfolio is almost exclusively invested with 
institutions demonstrating a “strong likelihood of contributing 
to sustainable development” (score of 3 or above).

ESR RATING BY NUMBER OF PLIS AND VOLUME
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Due to difficult macroeconomic conditions and a focus on 
portfolio quality management, the outstanding portfolio 
decreased during 2017. However, despite this challenging 
situation, the fund could continue to find value and integrate 
new PLIs to the portfolio resulting in an increase in the number  
of the fund’s investees. This furthers and enhances the fund’s 
diversification goal. Approximately 25% of the portfolio’s 
growth volume was disbursed to the Fund’s eight new PLIs, 
simultaneously reflecting REGMIFA’s outreach efforts and 
strong prospection despite the market context.

REGMIFA’s focus on assessing and strengthening relationships 
was also a factor as 7 PLIs left the portfolio over the course 
of the year. Another major factor was the absence of funding 
needs or untenable hedging costs resulting from the challenging 
macroeconomic climate and major currency fluctuations.

The historical cost as of 31 December 2017 amounts to USD 109.5 million while the carrying value is reported at USD 97.2 million due to a cumulated 
negative foreign exchange impact of USD 2.4 million and a provision for impairment of USD 9.8 million. Given that the Fund’s portfolio is fully hedged for 
exchange rate and interest rate fluctuations, the decline in the value of the loan portfolio from foreign exchange revaluation effects is offset by the increase 
in value of the corresponding hedging instruments.

 

2017 2016

Outstanding 
portfolio (USD)

109,521,730 114,730,866

Average investment 
amount (USD) 

1,190,454 1,158,898

Average investment 
amount (USD) per PLI 

2,066,448 2,206,363

Number of outstanding 
investments  

92 99

Number of investees 53 52

Number of countries 22 20

Number of currencies 14 12

Average maturity at 
closing

35.3 months 34.9 months

FUND PORTFOLIO AND TOTAL ASSET GROWTH

EVOLUTION IN KEY PORTFOLIO STATISTICS 
BETWEEN 2016 AND 2017

Gross Asset Value (GAV)

FUND INVESTMENT AND 
PARTNER LENDING INSTITUTION 

DEVELOPMENT
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New lending in 2017
In 2017, approximately 23% of investments were made in 
DRC, 12% in Ghana, 9% in Mali and 8% each in South Africa 
and Kenya. The Fund executed 28 new transactions across 
multiple markets in sub-Saharan Africa.

Invested portfolio per country 
As of 2017 year-end, the Fund’s highest exposures were 
Kenya (13.5%), Côte D’Ivoire (8.7%) and Tanzania (7.8%) by 
outstanding volume. 2017 was a year of political turmoil for 
Kenya, as the country experienced two elections (the first was 
nullified by the Supreme Court). Despite this challenging envi-
ronment, Kenya still remains to be one of the highest growth 
markets on the continent, with promising opportunities for im-
pact investors.

COUNTRY EXPOSURES (% OF PORTFOLIO)
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CURRENCY EXPOSURES (% OF PORTFOLIO)

Currency risk management
The Fund has continued to adhere to a fully hedged strategy 
in view of significant FX market volatility, protecting its assets 
from depreciation while allowing it to ensure a steady income 
stream from the portfolio in its currency USD. Economically 
viable hedging opportunities are available to the Fund through 
its partnership with TCX and several commercial banks.

PLI COUNTRY CURRENCY VOLUME USD % OF PORTFOLIO

KWFT Kenya KES/ USD 11,500,000 10.5

Microcred CI Ivory Coast XOF 7,380,200 6.7

Microcred Senegal Senegal XOF 5,970,332 5.5

Advans-DRC DRC USD 4,500,000 4.1

PRIDE Tanzania Tanzania USD 4,000,000 3.7

TOP 5 PLI EXPOSURES (% OF PORTFOLIO)

P E R F O R M A N C E
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United States Dollar (USD)
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South African Rand (ZAR)
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Sierra Leonean Leone (SLL)
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REGMIFA 
PORTFOLIO 
WEIGHTED 
AVERAGE

REGMIFA
MEDIAN

SYM50
SIMPLE 

AVERAGE

Total Assets (USD) 81,917,202 25,536,102 517,713,555

Gross loan portfolio (USD) 62,943,296 18,630,271 382,206,193

Number of active borrowers 55,651 19,174 156,656

Average Loan Balance (USD) 2,049 1,842 161,966

Debt/equity ratio 3.3 4.01 4.591

Portfolio yield 40.7% 44.8% 25.1%

Portfolio operating expense ratio 30.5% 30.8% 13.3%

Operational self-sufficiency 104.4% 102.9% 116.6%

Return on equity -1.5% 5.1% 11.2%

PAR>30 days 9.0% 7.1% 5.1%

INVESTED PLI PROFILE: TEN KEY PLI INDICATORS

The “ultimate target group” being served by REGMIFA’s Partner 
Lending Institutions consists of micro-entrepreneurs and SME 
clients, including the “missing middle” enterprises: engines 
of growth and income generation in the region. As there is 
no standard accepted definition in the industry of MSME, 
REGMIFA uses the size of the loans provided by the PLIs 
to these clients as a proxy definition, with “micro” up to USD 
5,000, “small” up to USD 50,000 and “medium” up to USD 
250,000, with these broad thresholds varying according to 
country to reflect local conditions. Most PLIs report an average 

loan balance below USD 5,000. On average, REGMIFA works 
with institutions with a balance sheet and a loan portfolio size 
that is significantly smaller than the SYM50 index, illustrating 
both REGMIFA’s target region as well as the Fund’s focus on 
lower tier institutions. Institutions also tend to be less leveraged 
compared to the SYM50 average. Further, higher portfolio yield 
and higher opex ratios compared to the SYM50 are illustrative 
of the challenging operating environment in the Fund’s target 
countries compared to a globally diversified microfinance 
portfolio. 

P E R F O R M A N C E
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PORTFOLIO BREAKDOWN BY CURRENT TIER, 
% PORTFOLIO

LEGAL STATUS, % PORTFOLIO

PORTFOLIO BREAKDOWN BY TIER, 
NUMBER OF PLIS

Tier 1

Tier 2

Tier 3

NBFI

Bank

NGO

Cooperative

Current Tier

Tier at first REGMIFA disbursement

6%

1%

65%29%

65%

28%

7%

Tier 1 Tier 2 Tier 3

The Fund’s portfolio maintained a balance of small, medium, 
and large PLIs in 2017. Small (Tier 3) PLIs have total assets 
below USD 10 million, medium (Tier 2) PLIs have total assets 
between USD 10 and 30 million, and large (Tier 1) PLIs have 
total assets in excess of USD 30 million.

As institutions grow and mature, they gradually shift to an 
upper tier. REGMIFA accompanies investees in this growth. 
This effect is illustrated in the “Portfolio Breakdown by Tier, 
Number of PLIs” figure. Many of the Fund’s investees 
remain long-term partners and obtain repeat funding, often at 
increasing volumes, as they grow and increase their balance 
sheets. As of December 2017, approximately 65% of PLI were 
Tier 1, 28% Tier 2 and 6% Tier 3.

REGMIFA promotes inclusive financial systems by financing 
a wide range of PLIs of various legal statuses such as non-
governmental organizations (NGOs), cooperatives, non-bank 
financial institutions (NBFIs) and banks. Often, PLIs start out 
as small NGOs or cooperatives and transform into NBFIs or 
small banks as they grow and mature.
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The REGMIFA Technical Assistance Facility 
A consolidated TA initiative in sub-Saharan Africa
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KEY ACCOMPLISHMENTS 

For over seven years and on a cumulative point of view, 115 
projects totalling a volume of EUR 7,3 million have been ap-
proved since 2011, of which 8 projects evaluated at EUR 
341K in 2017. The TAF Manager contracted EUR 1.2 million 
of projects in 2017 for which the level of co-financing share is 
21% i.e. average contribution in cash that the PLIs are commit-
ted to pay towards the consulting fees of the experts assigned 
for project implementation.

2017 was marked mostly by project tendering, contracting (us-
ing the TA consultant database now recording more than 600 
consulting firms and individual experts) and monitoring with 
new operational challenges that the TAF Manager handled, 

such as tender cancellations, rejection of selected consultant, 
terms of reference lengthy amendments, unavailability of PLI 
because of conflicting priorities, implementation delays, PLI 
change of focus, etc.

21 various projects (including related sub projects for the TA 
Package) are reported in the TA pipeline and maintained on the 
TA Project Database as of end of December 2017. Discussions 
were actively pursued with PLIs in order to address TA needs 
according to the funding capacity of the TAF.

TECHNICAL ASSISTANCE 
FACILITY

P E R F O R M A N C E
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10 KEY INDICATORS *

BURKINA FASO

POPULATION

20.1 MILLION

POPULATION LIVING IN POVERTY

40.1%

HUMAN DEVELOPMENT RANK

185/188

GDP PER CAPITA

USD 627

REAL GDP GROWTH

5.9%

INFLATION RATE

-0.2%

FOREX HEDGING COSTS (36M)

1.1%

PRIVATE CREDIT (% OF GDP)

27.5%

FOREIGN AID (IN BILLIONS)

USD 1

REMITTANCES (IN MILLIONS)

USD 397.1

*2017 or latest available3 4
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MEET MR. TIDIANE AMADOU SAWADO  
TAILOR

S I E R R A  L E O N E

COUNTRY: BURKINA FASO
Burkina Faso is a low-income, landlocked country in West Africa, 
one of the poorest in the world. It has significant reserves of gold 
but scarce natural resources. Its economy is largely dependent 
on gold and cotton production, which together represent more 
than 80% of the total export income. As a result, growth was 
hard hit in 2014 and 2015 following the drop in commodity 
prices. However, GDP growth picked up in 2016 (+5.9%) 
thanks to the issuance of new mining permits, a slight rebound 
in commodity prices, and good rainfall. Political stability is 
improving under current President Roch Marc Christian Kaboré 
but Burkina Faso still faces social and security challenges for 
its fast growing population. Microfinance is well established in 
Burkina Faso with a growing network of institutions unequally 
distributed across the different provinces. A legal framework 
for microfinance was adopted in 1994, enabling the sector to 
grow rapidly in the past two decades. Cooperatives form nearly 
half of total entities while Greenfield networks are gradually 
entering the market such as ACEP Burkina in 2014 and 
Microcred Burkina in 2016.

MFI: ACEP BURKINA
Agence de Crédit pour l’Entreprise Privée Burkina (ACEP 
Burkina) is a tier 2 microfinance institution (MFI) that was 
founded in 2012. Part of ACEP International, an international 
network which supports socially-oriented MFIs in Sub-Saharan 
Africa, ACEP Burkina supports the development of micro-
enterprises by providing credit to small urban businesses. 
The MFI currently operates via 5 branches of which two are 
located in the capital city of Ouagadougou. In terms of market 
positioning, ACEP Burkina is the second largest MFI behind 
the “Réseau des Caisses Populaires du Burkina”, with a current 
loan portfolio of over USD 20 million serving nearly 9,000 
active borrowers. The MFI enjoyed strong portfolio growth in 
2016 (+73%) and 2017 (+46%) while portfolio quality and 
profitability have both remained strong during this period 
thanks to the MFI’s strict credit processes and overall efficient 
organization at branch levels. Looking ahead, ACEP Burkina 
looks to improve its product range, aiming to develop digital 
finance and SME credit offerings from 2018 onwards.  

CLIENT: MR. TIDIANE AMADOU SAWADO 
Mr. Tidiane Amadou Sawado is a Burkinabe tailor who runs a 
clothing store in the capital city of Ouagadougou. He created 
his business together with his two brothers back in 2003. In 
order to fund stocks and an urgent working capital need in 
2017, Mr. Sawado chose ACEP Burkina for financing against 
other cooperatives for its fast-disbursement process. He 
was granted a USD 3,000 loan that he is currently servicing. 
His tailoring business, which started operating with three 
employees in 2003, today employs nearly 30 people. The 
shop in its current state offers custom-made cloths, sewing 
workshops and a brand new haberdashery. Thanks to its 
efficient process and its 40 sewing machines, Mr. Sawado’s 
business allows men and women from the neighborhood to 
access local affordable outfits. After completing his initial loan 
cycle with ACEP Burkina, Mr. Sawado hopes to benefit from 
further financing from the institution as he aspires to expand 
his product range and one day open new outlets in nearby 
provinces of the country.

3 5

Mr. Sawado’s business allows 

men and women from the 

neighborhood to access local 

affordable outfits 
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We are pleased to submit the Annual Report for the year ended 
31 December 2017 and the related Independent Auditor’s 
Report for the Regional MSME Investment Fund for sub-
Saharan Africa S.A., SICAV-SIF (“REGMIFA” or the “Fund”).

Following a sharp slowdown in growth across sub-Saharan 
Africa over the past two years, 2017 has shown signs of 
recovery, largely driven by rising oil and metals prices. GDP 
growth in the region is estimated to have strengthened to 2.6%, 
up from 1.4% in 2016, according to the IMF. The outlook for 
2018 points towards a growth pick-up in sub-Saharan Africa 
with an improved forecast notably for Nigeria. Outlook for South 
Africa has equally improved, while the impact on medium-term 
growth of the election of Cyril Ramaphosa as ANC leader is yet 
to be seen. A growth recovery in Kenya, negatively impacted in 
2017 by elections and high food price inflation from a drought, 
is equally expected, although the further downward impact on 
credit growth from the 2017 introduced cap on commercial 
lending rates remains a potential headwind. Meanwhile, 
the risk of social and political tensions will remain elevated. 
The prolongation of Joseph Kabila’s reign in the Democratic 
Republic of Congo, alongside a weakening opposition and 
increasing rebel activity, points towards a deepening political 
crisis that will need to remain closely watched. 

The rebound in 2017 has coincided with a cautious resumption 
in microfinance markets and REGMIFA’s investment activity, 
which has witnessed an increase in disbursed volume to USD 
34.27 million (2016: USD 29.96 million). At the same time, 
USD 39.48 million in repayments resulted in a net portfolio 
reduction of USD 5.3 million compared to 2016, ending the 
year with an outstanding nominal loan portfolio of USD 109.5 
million. Despite a reduction in portfolio, the Fund’s outreach 
was strengthened with the addition of five first-time partners to 
the Fund’s portfolio, reaching 53 investees at the end of 2017. 
The average investment amount per institution remained with 
USD 2.1 million at the level of previous years, which illustrates 
the Fund’s consistent focus on smaller, less served institutions. 
Country outreach also broadened, as REGMIFA entered South 

GENERAL INFORMATION REPORT OF THE BOARD OF DIRECTORS

1	 Reconciliation between the outstanding portfolio value as reported 
above and as reported on the balance sheet of the Audited Financial 
Statements: the nominal value of the invested portfolio (exchange rates as 
of disbursement) stands at USD 109.5 million, negative FX adjustments 
from revaluing the portfolio at current exchange rates amount to USD 
2.5 million and loan loss allowances represent a negative amount of USD 
9.8 million, resulting in a carrying value of USD 97.2 million.
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Africa and Madagascar, testifying to the Fund’s continued 
strong prospection and deal origination capacity, reaching 22 
countries at the end of the year.

Arrears in Nigeria and related provisions caused by currency 
convertibility challenges in 2015 and 2016 were significantly 
reduced during 2017 due to the successful sourcing of USD 
and full repayment by three of the Fund’s Nigerian partners, 
setting the ground for discussions on renewed partnerships 
in 2018, in line with the improving macroeconomic outlook 
in the country. A series of recovery cases in other countries 
were equally successfully closed. At the same time, despite 
these positive developments, the recovery outlook for a series 
of cases needed to be adjusted during 2017, warranting an 
overall increase of loan loss provisions to 11.5% of the Fund 
portfolio as of year-end 2017.

Financially, REGMIFA’s layered capital structure has again 
proven its value as a stabilizing mechanism. Target dividends 
for the A and B Share Classes were fully served for the 
seventh year in a row, while the increased market and credit 
risk observed over the past two years continued to be absorbed 
by the Fund’s first loss C Share layer. Despite two consecutive 
years within a challenging market environment, the Net Asset 
Value (NAV) of C Shares as of year-end 2017 has remained 
above their subscription value, as years of capitalized dividends 
have created a buffer protecting the C Share capital base. The 
C Share NAV remained at 47% of the Fund’s Gross Asset 
Value (GAV), which further provides the Fund with a cushion 
to absorb the introduction of IFRS 9, coming into force on 1 
January 2018, and which will result in increased provisioning 
requirements going forward, with no impact however on the 
actual realized loss rate. The effect of this new accounting 
standard as of Q4 2017 has been estimated and disclosed in 
Note 2.2.2 to the financial statements. 

From a social performance perspective, REGMIFA has remained 
focused on its mission: 45% of the Fund’s disbursements in 
2017 have been to Least Developed Countries as per the 
UN classification, and the Fund has continued to focus on 
relatively small sized PLIs, with 76% of PLIs classified as Tier 
2 or Tier 3 institutions at the first disbursement cycle.  In 2017, 
the REGMIFA TA Facility continued to complement the Fund’s 
activities in the developmental impact of the MSME sector in 
sub-Saharan Africa, thanks to the commitments received in 
2016 from the European Investment Bank, the Government 
of Luxembourg and REGMIFA. The TA Facility deployed 18 TA 
projects in 14 countries during 2017, valued at EUR 1.2 million.  
Madagascar was added to the TA Facility’s geographical 
coverage. The REGMIFA TA Facility successfully launched 

a 4th international tender process aimed at implementing a 
cross country Risk Management TA Package. This package 
benefitted 13 PLIs in 9 countries. Since inception in 2011, the 
REGMIFA TA Facility has amassed a total of EUR 8.69 million 
in donors’ commitments and its track record demonstrates 
that its raison-d’être as a complementary tool to the Fund 
delivering capacity-building support to the PLIs is still profound: 
in cumulative terms, 115 projects have been approved totaling 
EUR 7.3 million, of which 107 projects totaling EUR 6.6 million 
have been contracted. The TA Facility footprint has expanded so 
far to 23 countries in sub-Saharan Africa. The average project 
size is EUR 74,530 with an average cost sharing of 25%.

Finally, the Board would like to thank REGMIFA’s investors and 
service providers for their commitment and ongoing support 
to the Fund’s mission. We believe that REGMIFA’s results, in 
particular given the challenges presented to it over the last 
two years, testify to its capacity to withstand turbulences and 
to remain a reliable funding partner to its partner institutions 
under a diverse range of circumstances. We look forward to 
continue our fruitful cooperation in the years ahead.

The Board of Directors
30 May 2018
 

A U D I T E D  F I N A N C I A L  S T A T E M E N T S

2	 REGMIFA defines small (Tier 3) institutions as those with total assets 
below USD 10 million, medium (Tier 2) institutions as those with total 
assets between USD 10 and USD 30 million, and large (Tier 1) institutions 
as those with total assets in excess of USD 30 million.
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ASSETS NOTES 2017 2016

Loans to Partner Lending Institutions 4 97,232,127 101,304,325

Interest receivable on loans 4 3,397,891 4,795,763

Derivative financial instruments 5 5,415,695 10,226,711

Other receivables 1,272,509 749,168

Prepaid expenses 7,136 6,268

Cash and cash equivalents 26,055,359 16,598,282

  

Total Assets 133,380,717 133,680,517

  

LIABILITIES

Derivative financial instruments 5 2,638,766 704,820

Accrued expenses 8.5 905,950 1,006,003

Other payables - 534,137

Notes issued 6 7,872,882 10,497,176

Distribution payable to holders of redeemable shares 10 2,063,183 2,041,455

Distribution payable to holders of redeemable shares 10 2,041,455 2,171,470

Net assets attributable to:

- holders of redeemable Class A shares 7 25,704,908 20,704,908

- holders of redeemable Class B shares 7 31,070,380 31,070,380

Total Liabilities 70,256,069 66,558,879

  

EQUITY

Share capital 7 62,314,790 62,314,790

Retained earnings 809,858 4,806,848

Total Equity attributable to holders of Class C shares 63,124,648 67,121,638

  

Total Liabilities and Equity 133,380,717 133,680,517

S T A T E M E N T  O F  F I N A N C I A L  P O S I T I O N

A S  A T  3 1  D E C E M B E R  2 0 1 7  ( E X P R E S S E D  I N  U S D )

A U D I T E D  F I N A N C I A L  S T A T E M E N T S

4 4
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INCOME NOTES 2017 2016

Interest income on loans 12,894,823 13,017,400

Interest income on bank deposits 169,598 66,196

Net loss on derivative financial instruments 5 (8,718,569) (5,527,140)

Net foreign exchange gain/(loss) on loans to Partner Lending Institutions 3,073,395 (7,852,570)

Other net foreign exchange gain 47,239 3,539

Loan loss allowance 4 (6,154,139) (2,278,177)

Other income 41,134 65,399

  

Total net investment income/(expenses) 1,353,481 (2,505,353)

  

EXPENSES

Management fees 8.1 (2,260,155) (2,338,683)

Secretary fees 8.3 (123,883) (124,581)

Legal and audit fees (147,149) (187,126)

Administration, custodian and domiciliation fees 8.4 (205,583) (211,147)

Other administrative expenses (220,295) (62,794)

Marketing and promotion expenses (41,558) (6,544)

Total operating expenses (2,998,623) (2,930,875)

Operating loss (1,645,142) (5,436,228)

Interest expense on notes (237,176) (236,191)

Bank charges (51,489) (19,926)

Loss before performance allocation (1,933,807) (5,692,345)

   

Distribution to holders of redeemable shares 10.3 (2,063,183) (2,041,455)

Loss before tax (3,996,990) (7,733,800)

Taxation - -

Loss for the year (3,996,990) (7,733,800)

Other comprehensive income - -

Total comprehensive income for the year (3,996,990) (7,733,800)

S T A T E M E N T  O F  C O M P R E H E N S I V E  I N C O M E

F O R  T H E  Y E A R  E N D E D  3 1  D E C E M B E R  2 0 1 7  ( E X P R E S S E D  I N  U S D )

A U D I T E D  F I N A N C I A L  S T A T E M E N T S
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OPERATING ACTIVITIES NOTES 2017 2016

Loss before tax (3,996,990) (7,733,800)

Adjustments to reconcile profit/(loss) before tax to net cash flows:

Interest income on loans to Partner Lending Institutions (12,894,823) (13,017,400)

Interest income on bank deposits (169,598) (66,196)

Interest expense on notes 237,176 236,191

Distribution to holders of redeemable shares 10.3 2,063,183 2,041,455

Net change in unrealised foreign exchange (gain)/loss - (3,355,560)

on  loans to Partner Lending Institutions (7,360,493) 9,820,530

Net change in unrealised (gain)/loss on derivative (3,355,560) 2,278,177

financial instruments 5 6,744,962 (10,113,407)

Loan loss allowance 4 6,154,139 906,667

(9,222,444) (9,796,603)

Working capital adjustments:

Net decrease/(increase) in other receivables and 
prepaid expenses

(524,209) (1,102,990)

Net (decrease)/increase in accrued expenses and 
other payables (incl. incentive bonus)

(634,190) 619

Net cash flows used in operating activities (10,380,843) (10,898,974)

INVESTING ACTIVITIES

Net decrease in loans to Partner Lending Institutions 5,278,552 12,989,733

Interest received on loans to Partner Lending Institutions 14,292,695 12,544,017

Interest received on bank deposits 169,598 66,196

Contribution to the technical assistance facility - (732,831)

Cash flows from investing activities 19,740,845 24,867,115

FINANCING ACTIVITIES

Proceeds from issue of shares 5,000,000 26,142

Payments on redemption of shares - (17,000,000)

Payments on redemption of notes (2,624,294) (2,624,294)

Distribution paid to holders of redeemable shares (2,041,455) (2,171,470)

Interest paid on notes (237,176) (236,191)

Cash flows from/(used in) financing activities 97,075 (22,005,813)

  

Net increase/(decrease) in cash and cash equivalents 9,457,077 (8,037,672)

Cash and cash equivalents at the beginning of the year 16,598,282 24,635,954

Cash and cash equivalents at the end of the year 26,055,359 16,598,282

S T A T E M E N T  O F  C A S H  F L O W S

F O R  T H E  Y E A R  E N D E D  3 1  D E C E M B E R  2 0 1 7  ( E X P R E S S E D  I N  U S D )

A U D I T E D  F I N A N C I A L  S T A T E M E N T S
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STATEMENT OF CHANGES IN  NET ASSETS ATTRIBUTABLE 
T O  H O L D E R S  O F  R E D E E M A B L E  S H A R E S  ( C L A S S  A 

A N D  C L A S S  B )  A N D  C H A N G E S  I N  E Q U I T Y  ( C L A S S  C ) 

F O R  T H E  Y E A R  E N D E D  3 1  D E C E M B E R  2 0 1 7  ( E X P R E S S E D  I N  U S D )

A U D I T E D  F I N A N C I A L  S T A T E M E N T S

 NOTES CLASS A CLASS B CLASS C

AS AT 31 DECEMBER 2015 20,704,908 48,044,238 74,855,438

Issuance of shares - 26,142 -

Redemption of shares - (17,000,000) -

Allocation of distributable income and capital gains and losses 10.3 501,110 1,540,345 (7,733,800)

Distribution to holders of redeemable Class A and Class B shares 10 (501,110) (1,540,345) -

  

AS AT 31 DECEMBER 2016 20,704,908 31,070,380 67,121,638

Issuance of shares 5,000,000 - -

Redemption of shares - - -

Allocation of distributable income and capital gains and losses 10.3 712,720 1,350,463 (3,996,990)

Distribution to holders of redeemable Class A and Class B shares 10 (712,720) (1,350,463) -

AS AT 31 DECEMBER 2017 25,704,908 31,070,380 63,124,648
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S U P P L E M E N T A R Y  I N F O R M A T I O N

A S  A T  3 1  D E C E M B E R  2 0 1 7  ( E X P R E S S E D  I N  U S D )

NET ASSET VALUE PER SHARE

NUMBER OF SHARES OUTSTANDING 2017 2016

Number of shares outstanding at the beginning of the year:   

Class A 207.049 207.049 

Class B 1,921.769 1,921.769 

Class C 1,117.091 1,117.091 

CLASS OF SHARES 31 December 2017 31 December 2016 31 December 2015

Class A 100,000.00 100,000.00 100,000.00

Class B 25,000.00 25,000.00 25,000.00

Class C 56,508.06 60,086.10 67,009.26

Number of shares issued during the year:

Class A 50.000 -

Class B - 1.044

Class C - -

Number of shares redeemed during the year:   

Class A - -

Class B - (680.000)

Class C - -

Number of shares outstanding at the end of the year:   

Class A 257.049 207.049

Class B 1,242.813 1,242.813

Class C 1,117.091 1,117.091

A U D I T E D  F I N A N C I A L  S T A T E M E N T S
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1.2. INVESTMENT OBJECTIVES
The Fund seeks to invest in a balanced portfolio of regulated 
and/or non-regulated micro finance institutions and/or 
local commercial banks and/or other financial institutions, 
established in Sub-Saharan African countries providing 
funding to MSMEs (each a PLI).

2.1. STATEMENT OF COMPLIANCE
The Fund’s financial statements have been prepared in accordance 
with International Financial Reporting Standards (“IFRS”) issued 
by the International Accounting Standards Board (“IASB”), and 
interpretations issued by the International Financial Reporting 
Interpretations Committee (“IFRIC”) of the IASB as adopted by 
the European Union (“EU”).

2.2. BASIS OF PREPARATION
The financial statements have been prepared on a going 
concern basis, applying the historical cost convention, except 
for the derivative financial instruments that have been 
measured at fair value through profit and loss.

The preparation of financial statements in conformity with 
IFRS requires the Board of Directors to make estimates and 
assumptions that affect the amounts reported in the financial 
statements and accompanying notes. The Board of Directors 
believes that the estimates utilized in preparing its financial 
statements are reasonable and prudent. Actual results could 
differ from these estimates and the differences may be 
material to the financial statements. The areas involving a 
higher degree of judgement or complexity, or areas where 
assumptions and estimates are significant to the consolidated 
financial statements are disclosed in Note 3.

The Fund presents its statement of financial position in order of 
liquidity. An analysis in respect of recovery or settlement within 
12 months after the reporting date (current) and more than 12 
months after the reporting date (non-current) is presented in 
Note 11.

Except as described below, the accounting policies used to 
prepare these financial statements are consistent with those 
applied for the year ended 31 December 2016.

1.1. CORPORATE INFORMATION
Regional MSME Investment Fund for Sub-Saharan Africa 
S.A., SICAV-SIF (the “Fund”) is a closed-ended investment 
company with variable capital (société d’investissement à 
capital variable), incorporated as a public limited company 
(société anonyme) on 1 December 2009, and organized under 
the laws of Luxembourg as a specialized investment fund 
(fonds d’investissement spécialisé). 

The Fund is registered pursuant the law of 13 February 2007 
on specialized investment funds (the “SIF Law”).

The Fund was set up for an unlimited duration.

The Fund’s financial year starts on 1 January and ends 31 
December of each year.

The Articles of Incorporation of the Fund (“Articles”) were 
published in Mémorial C, Recueil des Sociétés et Associations. 
The Fund is registered with the Luxembourg Company Register 
under Number B 150.766.

The registered office of the Fund is established in Luxembourg, 
Grand Duchy of Luxembourg and its address is set at 5, rue 
Jean Monnet L-2180 Luxembourg.

The mission of the Fund is to build a unique public private 
partnership between donors, development finance institutions 
and international finance institutions, private investors and 
African stakeholders to foster economic development and 
prosperity in Sub-Saharan Africa through the provision of 
demand-oriented financing to qualified and, to the extent 
necessary, technically supported Partner Lending Institutions 
(“PLIs”) serving micro, small and medium sized enterprises 
(“MSMEs”). 

The Fund is exempt from the scope of the Luxembourg 
Alternative Investment Fund Managers Law (the “AIFM Law”) 
of 12 July 2013 pursuant to article 2(2) thereof. The exemption 
is based on the fact that more than 50% of the members of the 
Board as well as of the members of the Investment Committee, 
respectively, shall be representatives of/ proposed by Public 
Institutions that may be subsumed under the entities listed in 
article 2(2) of the AIFM Law.

NOTE 1
DESCRIPTION

N O T E S  T O  T H E  F I N A N C I A L  S T A T E M E N T S 

A S  A T  3 1  D E C E M B E R  2 0 1 7  ( E X P R E S S E D  I N  U S D )

A U D I T E D  F I N A N C I A L  S T A T E M E N T S

NOTE 2
SIGNIFICANT ACCOUNTING POLICIES
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2.2.1. NEW AND AMENDED STANDARDS AND 
INTERPRETATIONS MANDATORY FOR THE FIRST TIME 
FOR THE FINANCIAL YEAR BEGINNING 1 JANUARY 2017  
During the year, the Fund has adopted a new and amended 
standard mandatory for the first time for the financial year 
beginning on or after 1 January 2017. The impact of this being 
of relevance to the Fund is summarized below:

Disclosure Initiative – Amendments to IAS 7, ‘Statement of 
Cash Flows’
These amendments are part of the IASB’s Disclosure Initiative 
and require an entity to provide disclosures that enable users 
of financial statements to evaluate changes in liabilities arising 
from financing activities, including both changes arising from 
cash flows and non-cash changes. On initial application of the 
amendment, entities are not required to provide comparative 
information for preceding periods. These amendments are 
effective for annual periods beginning on or after 1 January 
2017. Application of these amendments did not have any 
impact on the Fund’s financial statements.

2.2.2. NEW STANDARDS, AMENDMENTS AND 
INTERPRETATIONS ISSUED BUT NOT EFFECTIVE FOR 
THE FINANCIAL YEAR BEGINNING 1 JANUARY 2017 
(INCLUDING THOSE PENDING EU ENDORSEMENT) 
AND NOT EARLY ADOPTED BY THE FUND AS FAR AS 
PERMITTED  
The standards and interpretations that are issued, but not yet 
effective, up to the date of issuance of the Fund’s financial 
statements are disclosed below, except for those standards 
which, in the opinion of the Board of Directors, are not relevant 
to the Fund. The Fund intends to adopt these standards, if 
applicable, when they become effective. The Fund’s assessment 
of the impact of these new standards and interpretations is set 
out below:

Classification and measurement
There are three classifications for financial assets under IFRS 9:
	 Amortized cost - Financial assets with terms that give rise 

to interest and principal cash flows only and which are held 
in a business model whose objective is to hold financial 
assets to collect their cash flow are measured at amortized 
cost.

	 Fair value through other comprehensive income - Financial 
assets with terms that give rise to interest and principal cash 
flows only and which are held in a business model whose 
objective is achieved by holding financial assets to collect 
their cash flow and selling them are measured at fair value 
through other comprehensive income. 

	 Fair value through profit and loss - Other financial assets are 
measured at fair value through profit and loss.

The measurement basis of the Fund’s financial assets is 
unchanged on application of IFRS 9.

Credit impairment 
IFRS 9’s credit impairment requirements apply to financial 
assets measured at amortized cost, to those measured at 
fair value through other comprehensive income, to lease 
receivables and to certain loan commitments and financial 
guarantee contracts. On initial recognition a loss allowance is 
established at an amount equal to 12-month expected credit 
losses (ECL) that is the portion of life-time expected losses 
resulting from probability-weighted default events within the 
next 12 months. Where a significant increase in credit risk since 
initial recognition is identified, the loss allowance increases so 
as to recognize all expected default events over the expected 
life of the asset. Qualitative and quantitative criteria are used 
to determine whether the credit risk on a particular instrument 
has significantly increased from its initial recognition.

The assessment of credit risk and the estimation of ECL are 
required to be unbiased and probability-weighted, determined 
by evaluating at the balance sheet date a range of possible 
outcomes using reasonable and supportable information about 
past events, current conditions and forecasts of future events. 
The estimation of ECL also takes into account the time value 
of money. Recognition and measurement of credit impairments 
under IFRS 9 are more forward-looking than under IAS 39. 

In particular, impairment provisions have to be calculated 
for all loans upon disbursement, while until the end of 2017 
such provisions were only required for loans with manifest 
deterioration in credit quality or actual payment defaults. 
Impairment provisions made on loans which were not 
previously assessed for impairment essentially mirror the risk 
of the operating environment (country risk). 

The Investment Manager implemented the necessary changes 
in the modelling of credit loss parameters for application as from 
1 January 2018, and in the underlying credit management and 
financial processes. The result is an increase in overall credit 
impairment provisions on 1 January 2018 when compared 
with the current basis of measurement under IAS 39 which 
applies to the financial statements as of 31 December 2017.

A U D I T E D  F I N A N C I A L  S T A T E M E N T S
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Transition
The Fund has not early adopted IFRS 9, ‘Financial instruments’ 
as of 31 December 2017 but the standard becomes effective 
as of 1 January 2018.

The classification, measurement and impairment requirements 
of financial instruments will be applied by adjusting the 
opening balance sheet at the date of initial application with no 
requirement to restate comparative periods. 

In summary, as a result of the implementation of IFRS 9 
impairment methodology, the net asset value of the Fund’s C 
Shares will be reduced by USD 7.6 million as of 1 January 2018, 
while the classification of financial instruments in accordance 
with IFRS 9 had no impact on the Fund’s net asset value. 
The increase in impairment provisions and related reduction 
of the Fund’s net asset value results to a large extent from 
impairment provisions applied to loans which were previously 
not subject to such provisions in accordance with the standard 
applicable as of 31 December 2017, while USD 2.1 million 
of the total impact of USD 7.6 million relate to loans already 
subject to impairment provisions as of 31 December 2017. 
There will be no restatement of the financial statements prior 
to 1 January 2018.  These estimates are based on accounting 
policies, assumptions, judgements and estimation techniques 
that remain subject to change until the Fund finalizes its 
financial statements for the year ending 31 December 2018.

2.3. FOREIGN CURRENCY TRANSLATION

2.3.1. FUNCTIONAL CURRENCY
The functional currency is the currency of the primary economic 
environment in which the Fund operates. The Fund’s majority of 
returns are US Dollar (USD) based, the capital is raised in USD 
and the performance is evaluated and its liquidity is managed in 
USD. Therefore, the Fund concludes that the USD is its functional 
currency. 

The Fund’s presentation currency is the USD.

2.3.2. TRANSACTIONS AND BALANCES
Foreign currency transactions are translated, in accordance 
with IAS 21, at the exchange rate prevailing on the date of the 
transaction.

Assets and liabilities denominated in currencies other than in 
USD are translated into USD at the exchange rate prevailing 
at the reporting date. 

Exchange differences arising on the settlement of transactions 
at rates different from those at the date of the transaction, and 
unrealized foreign exchange differences on unsettled foreign 
currency monetary assets and liabilities, are recognized in the 
statement of comprehensive income.

2.4. FINANCIAL ASSETS
In accordance with IAS 39, financial assets are classified as 
financial assets at fair value through profit or loss, loans and 
receivables, held-to-maturity financial assets and available-
for-sale financial assets, as appropriate.

The Fund’s financial assets consist of financial assets at fair 
value through profit or loss and loans and receivable. Financial 
assets at fair value through profit or loss only include derivative 
financial instruments. Loans and receivables are non-derivative 
financial assets with fixed or determinable payments that are 
not quoted in an active market. They include loans to Partner 
Lending Institutions (PLI), other receivables and cash and cash 
equivalents.

2.5. LOANS AND RECEIVABLES
Loans and receivables are initially recognised at fair value and 
subsequently measured at amortised cost using the effective 
interest method less any allowance for impairment. Gains and 
losses are recognised in the statement of comprehensive 
income when the receivables are derecognised or impaired, as 
well as through the amortisation process.

The Board of Directors assesses at each reporting date 
whether there is objective evidence that a financial asset 
or group of financial assets is impaired. If there is objective 
evidence (such as significant financial difficulty of the obligor, 
breach of contract, or it becomes probable that the debtor will 
enter bankruptcy), the asset is tested for impairment.

The amount of the loss is measured as the difference between 
the asset’s carrying amount and the present value of estimated 
future cash flows (excluding future expected credit losses that 
have not been incurred) discounted at the financial asset’s 
original effective interest rate (that is, the effective interest 
rate computed at initial recognition). The carrying amount of 
the asset is reduced through the use of an allowance account. 
The amount of the loss is recognised in the statement of 
comprehensive income.

A U D I T E D  F I N A N C I A L  S T A T E M E N T S
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If in a subsequent period the amount of the impairment loss 
decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognised, the 
previously recognised impairment loss is reversed, to the 
extent that the carrying value of the asset does not exceed its 
amortised cost at the reversal date. Any subsequent reversal 
of an impairment loss is recognised in the statement of 
comprehensive income.

Financial assets are derecognised only when the contractual 
rights to the cash flows from the financial assets expire or 
when the Fund transfers substantially all risks and rewards of 
ownership.

2.6. LOANS TO PLIS
Loans to PLI are recognized when cash is advanced to the 
PLIs. They are initially recorded at the net disbursed amount 
which is the fair value of the cash given to originate the loan, 
including any transaction costs that are directly attributable 
to the acquisition or issue. Subsequently, they are measured 
at amortized cost using the effective interest rate method. If 
collection is expected in one year or less, they are considered 
as current assets.  

2.7. CASH AND CASH EQUIVALENTS
The value of any cash on hand or on deposit, bills and 
demand notes and accounts receivable, prepaid expenses, 
cash dividends and interest declared or accrued as aforesaid 
and not yet received shall be deemed to be the full amount 
thereof, unless in any case the same is unlikely to be paid or 
received in full, in which case the value thereof shall be arrived 
at after making such discount as the Board of Directors may 
consider appropriate in such case to reflect the true value 
thereof.

2.8. DERIVATIVE FINANCIAL INSTRUMENTS  
The Fund may engage, for the proportion of its portfolio which 
is invested in a currency other than USD, in currency hedging 
operations with a view to manage exposures to foreign 
currency risk. 

These hedging operations are assimilated as economic 
hedging. The Fund does not apply hedge accounting and the 
derivative financial instruments are classified as held for trading.

The derivatives financial instruments are measured at fair value 
through profit and loss and carried as assets when the fair 
value is positive and as liabilities when the fair value is negative. 

2.9. NOTES ISSUED
Notes issued are recognized initially at fair value including any 
transaction costs that are directly attributable to their acquisition 
or issue. Subsequently, they are measured at amortized cost using 
the effective interest rate method. If redemption is expected in 
one year or less, notes issued are considered as current liabilities. 
They are classified as other liabilities in accordance with IAS 39.

2.10. SHARES ISSUED

2.10.1. CLASS A AND CLASS B SHARES
The Class A and Class B shares are redeemable at the maturity 
of the relevant tranches of classes of shares and are classified 
as financial liabilities. The liabilities arising from these shares 
are carried at the redemption amount being the net asset value 
calculated in accordance with IFRS.

Proposed distributions to the holders of redeemable shares 
are recognized in the statement of comprehensive income as 
finance costs.

2.10.2. CLASS C SHARES 
The Class C shares are classified as equity instruments for the 
following reasons:
	 the shares entitle the holder to a pro rata share of the Fund’s 

net assets in the event of the Fund’s liquidation;
	 the shares are in the class of instruments that is subordinate 

to all other classes of instruments;
	 all shares in the class of instruments that is subordinate to 

all other classes of instrument have identical features;
	 the shares do not include any contractual obligation to deliver 

cash or another financial asset other than the holder’s rights 
to a pro rata share of the Fund’s net assets;

	 the total expected cash flows attributable to the shares over 
the life of the instrument are based substantially on the 
profit or loss, the change in the recognized net assets or the 
change in the fair value of the recognized and unrecognized 
net assets of the Fund over the life of the instrument.

The net allocation of income and capital gains and losses on 
Class C shares are accounted for as an increase or a decrease 
of retained earnings.

The Fund continuously assesses the classification of Class C 
shares. If Class C shares cease to have all the features, or meet 
all the conditions as set out, to be classified as equity, the Fund 
will reclassify them as financial liabilities and measure them at 
fair value at the date of reclassification.

A U D I T E D  F I N A N C I A L  S T A T E M E N T S
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2.11. ACCRUED EXPENSES AND OTHER PAYABLES
Accrued expenses and other payables are recognized initially 
at fair value and subsequently stated at amortized cost using 
the effective interest rate method.

2.12. INTEREST INCOME AND EXPENSES
Interest income and expenses are recognized in the statement 
of comprehensive income for all interest-bearing financial 
instruments using the effective interest method.

2.13. EXPENSES
Expenses, including management fees, are recognized in the 
statement of comprehensive income on an accruals basis.

2.14. TAXATION
The Fund is not subject to any tax. In accordance with the 
“Règlement grand-ducal” dated 
14 July 2010, the Fund is exempted from the subscription tax 
since 23 May 2011.

PLIs may be subject to withholding tax payable on the interest 
expense made to the Fund. However, the responsibility of such 
withholding tax payment lies with the PLIs at local level and 
has thus no impact to the financial statements of the Fund.

The preparation of the Fund’s financial statements requires 
management to make judgements, estimates and assumptions 
that affect the reported amounts of revenues, expenses, assets 
and liabilities, and the disclosure of contingent liabilities, at the 
reporting date. However, uncertainty about these assumptions 
and estimates could result in outcomes that could require a 
material adjustment to the carrying amount of the asset or 
liability affected in future periods. Estimates and underlying 
assumptions are reviewed on an ongoing basis. 

The key assumptions concerning the future and other key 
sources of estimation uncertainty at the reporting date are 
outlined below:

3.1. FAIR VALUE OF FINANCIAL INSTRUMENTS
Where the fair values of financial instruments recorded in the 
statement of financial position cannot be derived from active 
markets, they are determined using a variety of valuation 
techniques that include the use of mathematical models. The 
input to these models is taken by observable markets where 
possible, but where this is not feasible, a degree of judgment is 
required in establishing fair values.

The determination of the adequate valuation method and of 
underlying assumptions requires significant estimation. For 
further details on the relevant use of judgement and estimate 
made by the Board of Directors, see Note 4 and Note 5. 

As at 31 December 2017 and 2016, the Fund used the 
following hierarchy for determining and disclosing the fair value 
of financial instruments by valuation techniques:
	 Level 1 – Quoted prices (unadjusted) in active markets 

for identical assets and liabilities. This level includes listed 
equity securities and debt instruments on exchanges and 
exchanges traded derivatives like futures;

	 Level 2 – techniques for which all inputs which have a 
significant effect on the recorded fair value are observable, 
either directly or indirectly; and

	 Level 3 – techniques which use inputs which have a 
significant effect on the recorded fair value that are not 
based on observable market data.

3.2. IMPAIRMENT LOSSES ON LOANS
TThe Fund reviews its problem loans at each reporting date 
to assess whether an allowance for impairment should be 
recorded in the financial statements. In particular, judgment 
by the Board of Directors is required in the estimation of the 
amount and timing of future cash flows when determining 
the level of allowance required. Such estimates are based on 
assumptions about a number of factors and actual results may 
differ, resulting in future changes to the allowance.

A U D I T E D  F I N A N C I A L  S T A T E M E N T S
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NOTE 4
LOANS TO PARTNER LENDING INSTITUTIONS

2017 2016

Gross loans to PLIs 107,071,110 104,989,169

Cumulated loan loss allowance (*) (9,838,983) (3,684,844) 

Carrying value of PLIs (excluding interests) 97,232,127 101,304,325

Accrued interests 2,197,013 2,487,070

Interests receivable 1,200,878 2,308,693

Carrying value of PLIs (including interests) 100,630,018 106,100,088

Fair value of loans to PLIs 107,579,215 102,638,687

(*) As at 31 December 2017, the cumulated loan loss allowance on principal relates to 10 PLIs subject to impairment (2016: 
12 PLIs). Additional provisions were created during the third quarter of 2017 due to the suspicion of fraud with significant impact 
in two institutions, challenging their future as going concern. Provisions for these two institutions were increased to 100%.

The fair value of loans is calculated by using valuation 
techniques based on non-observable data in emerging 
markets and corresponds to level 3 of IFRS 13 fair value 
hierarchy. The estimated fair value of loans is based on 
a discounted cash flow model taking into account the 
impact from the evolution of (1) foreign exchange rates, 
(2) changes in local risk-free yield curves (i.e. T-bills and 
T-bonds) and (3) changes in the internal credit rating on 
each loan since disbursement date. The impact from the 
evolution of (1) foreign exchange rates and (2) changes 
in local yield curves (i.e. T-bills and T-bonds) is estimated 
based on the valuation of derivatives provided by the Fund’s 
hedge counterparties. Individual discount rates for each loan 
are based on an estimation of the average reference rate 
during the remaining lifetime of each loan and a market-
based margin taking into account changes in country risk, 
credit risk, institutional status (bank, non-bank financial 
institution, cooperative, NGO) and remaining maturity since 
the disbursement date of each loan. 

For the year ended 31 December 2017, there were no 
transfers into and out of level 3 fair value measurement. 

As at 31 December 2017, the portion of gross loans to PLIs 
falling due within one year amounts to USD 50,264,526 
(2016: USD 47,391,121).

As part of its asset and liability management, the Fund uses 
forward foreign exchange contracts and cross currency swaps 
for the proportion of its loan portfolio which is invested in 
currencies other than USD in order to simultaneously reduce its 
exposure to foreign exchange risk. 

The notional amounts of certain types of derivative financial 
instrument (e.g. futures, swaps and forward contracts) provide 
a basis for comparison with instruments recognized on the 
statement of financial position, but they do not necessarily 
indicate the amounts of future cash flows involved or the current 
fair value of the instruments and therefore do not indicate the 
Fund’s exposure to credit or market price risk. These derivative 
instruments become favorable (assets) or unfavorable (liabilities) 
as a result of fluctuations in market prices, market interest rates 
or foreign exchange rates relative to their terms. 

The aggregate contractual or notional amount of derivative 
financial instruments on hand, the extent to which instruments 
are favorable or unfavorable, and thus the aggregate fair 
value of derivative financial assets and liabilities can fluctuate 
significantly from time to time.

NOTE 5
DERIVATIVE FINANCIAL INSTRUMENTS
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CURRENCY 
PURCHASED

CURRENCY 
SOLD

AMOUNT 
PURCHASED

AMOUNT 
SOLD

MATURITY 
DATE

UNREALISED 
GAIN

USD GHS 1,449,950 6,800,266 16/11/2017 33,134

USD GHS 170,185 744,559 16/05/2017 5,332

38,466

2017 2016

Net realised (loss)/gain (1,973,607) 4,293,390

Net change unrealised (loss)/gain (6,744,962) (9,820,530)

Total (8,718,569) (5,527,140) 

5.2. FORWARD FOREIGN EXCHANGE CONTRACTS
As at 31 December 2017, the Fund has no forward foreign 
exchange contracts outstanding.

As at 31 December 2016, the Fund had the following forward 
foreign exchange contracts outstanding:

5.3. NET GAIN/(LOSS) ON DERIVATIVE FINANCIAL INSTRUMENTS

The fair values of forward foreign exchange contracts and 
cross currency swaps are calculated by reference to current 
exchange rates for contracts with similar maturity and risk 
profiles and so involved valuation techniques where all the 
model inputs are observable (either directly or indirectly) in 
the market. It corresponds to level 2 of the IFRS 13 fair value 
hierarchy. The Fund does not apply hedge accounting and 
therefore the fair value of such derivative financial instruments 
might result in a mismatch with the value of the related financial 
assets recognized at amortized cost. This effect is unrealized 
and temporary.

During the year ended 31 December 2017 and 2016, there 
were no transfers between level 1 and level 2 fair value 
measurements.

5.1. SWAP CONTRACTS
As at 31 December 2017, the Fund holds 85 cross currency 
swaps (2016: 84) with notional amount of USD 114,242,433 
(2016: USD 101,113,450), which have a positive fair value of 
USD 5,415,695 and a negative fair value of USD 2,638,766 
as at 31 December 2017 (2016: a positive fair value of USD 
10,188,245 and a negative fair value of USD 704,820).
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The Fund may issue various classes of shares (each a “Class”), 
each evidencing a different level of risk.

	 The first loss Class C shares (“Class C Shares”), which may 
be issued in successive series, bear all unrealized/realized 
capital losses of the Fund (e.g. foreign exchange loss, 
deterioration in credit quality or defaults with respect to the 
investments of the Fund) until the Net Asset Value (“NAV”) 
of Class C Shares has been fully depleted. Write backs on 
unrealized investments and any realized or unrealized capital 
gains shall be allocated to the Class C Shares in the order 
of priority as detailed in Note 9. The Class C Shareholders’ 
dividend entitlements rank junior to the dividend entitlements 
of the Class A and Class B Shareholders as per the waterfall 
model detailed in Note 9. The NAV of all C Shares must 
represent at least 33 % of the total assets of the Fund at all 
times.

	 The mezzanine Class B shares (“Class B Shares“), which 
may be issued in successive series, bear unrealized/realized 
capital losses of the Fund only if the NAV of the Class C 
Shares has been reduced to zero. Write backs on unrealized 
investments and any realized or unrealized capital gains shall 
be allocated to the Class B Shares in the order of priority 
as detailed in Note 9. The Class B Shareholders’ dividend 
entitlements rank senior to the dividend entitlements of the 
Class C Shareholders but junior to the dividend entitlements 
of the Class A Shareholders as per the waterfall model 
detailed in Note 9. The sum of the NAVs of the C Shares 
and the B Shares must represent at least 50 % of the total 
assets of the Fund at all times.

	 The senior Class A shares (“Class A Shares”), which may be 
issued in successive series, are insulated against unrealized/
realized capital losses of the Fund, bearing such losses only 
if the NAV of both the Class C Shares and the Class B 
Shares has been reduced to zero. Write backs on unrealized 
investments and any realized or unrealized capital gains shall 
be allocated to the Class A Shares in the order of priority 
as detailed in Note 9. The Class A Shareholders’ dividend 
entitlements rank senior to the dividend entitlements of 
the Class B and Class C Shareholders as per the waterfall 
model detailed in Note 9.

NOTE 6 
NOTES ISSUED

NOTE 7
SHARE CAPITAL AND NET ASSETS ATTRIBUTABLE 

TO HOLDERS OF REDEEMABLE CLASS A AND 
CLASS B SHARES

The Fund may from time to time issue notes in the form of 
subordinated notes (“Subordinated Notes”) and senior notes 
(“Senior Notes”) (together the “Notes”). 

The Notes may be issued in successive series, each with its 
own duration and coupon determined at the discretion of the 
Board of Directors at the time the relevant series of Notes is 
being placed:

	 The entitlements of holders of Senior Notes to receive 
interest payments and repayments of principal rank junior 
to other creditors of the Fund but senior to all Shareholder 
payment entitlements and senior to all payment entitlements 
of holders of Subordinated Notes.

	 The entitlements of holders of Subordinated Notes to 
receive interest payments and principal repayments rank 
junior to other creditors of the Fund and junior to all payment 
entitlements of holders of Senior Notes but senior to all 
Shareholder payment entitlements.

As at 31 December 2017, the Notes issued by the Fund 
amount to USD 7,872,882 (2016: USD 10,497,176) and are 
fully drawn. The portion of Notes issued having a maturity 
within one year amounts to USD 2,624,294 as of 31 December 
2017 (2016: USD 2,624,294).

The Subordinated Notes receive a semi-annual coupon 
payment of USD 6 months Libor + 1%. The general level of 
interest rates, including the 6 month Libor rate, has decreased 
since the issuance of the floating rate Subordinated Notes, with 
a corresponding impact on the semi-annual coupon payments. 
However, the premium of 1% is estimated to continue to 
reflect market conditions and as such has not changed since 
the issuance of the Subordinated Notes. 

The Investment Manager considers that the amortized cost of 
USD 7,872,882 is the best estimate of fair value
 

A U D I T E D  F I N A N C I A L  S T A T E M E N T S
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As at 31 December 2017, the outstanding and uncalled 
commitments are as follows:

As at 31 December 2016, the outstanding and uncalled 
commitments are as follows:

The total outstanding commitment amounts presented 
above may decrease from one year to another following 
either the redemption of certain tranches of Class A and 
Class B shares or the maturity of the uncalled commitment, 
therefore considered as no longer outstanding.

*Called commitment amounts denominated in EUR are translated into USD at the exchange rate prevailing as of the subscription date. Uncalled 
commitment amounts denominated in EUR are translated into USD at the exchange rate prevailing as of the statement of financial position date.

*Called commitment amounts denominated in EUR are translated into USD at the exchange rate prevailing as of the subscription date. Uncalled 
commitment amounts denominated in EUR are translated into USD at the exchange rate prevailing as of the statement of financial position date.

A U D I T E D  F I N A N C I A L  S T A T E M E N T S

Senior Class A shares Mezzanine Class B shares First Loss Class C shares

 As at 31 December 2017    

 in USD in USD in USD

Total outstanding commitment (USD) 29,715,122 32,179,443 -

Total outstanding commitment (EUR)* 13,989,786 8,890,937 62,314,790

Amount called (USD) (11,715,122) (22,179,443) -

Amount called (EUR)* (13,989,786) (8,890,937) (62,314,790)

Uncalled commitment (USD) 18,000,000 10,000,000 -

Uncalled commitment (EUR)* - - -

Senior Class A shares Mezzanine Class B shares First Loss Class C shares

As at 31 December 2015    

 in USD in USD in USD

Total outstanding commitment (USD) 29,715,122 22,179,443 -

Total outstanding commitment (EUR)* 13,989,786 8,890,937 62,314,790

Amount called (USD) (6,715,122) (22,179,443) -

Amount called (EUR)* (13,989,786) (8,890,937) (62,314,790)

Uncalled commitment (USD) 23,000,000 - -

Uncalled commitment (EUR)* - - -
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8.3. SECRETARY FEES
The secretary fees are paid on a monthly basis upon receipt 
of the invoice.

For the year ended 31 December 2017, the secretary fees 
amount to USD 123,883 (2016: USD 124,581).

ADMINISTRATION, CUSTODIAN AND 
DOMICILIATION FEES
The Fund pays an administration fee to Credit Suisse Fund 
Services (Luxembourg) S.A., which is based on the total net 
assets including the aggregate issue amount of the Notes 
issued by the Fund in accordance with the following scale, 
payable quarterly:

	 0.10% per annum on the first amount of USD 100 million,
	 0.08% per annum on the next amount of USD 100 million,
	 0.04% per annum on the amount above USD 200 million.

A minimal amount of USD 60,000 of administration fee is 
applied per annum. 

For the year ended 31 December 2017, the administration fee 
amounts to USD 129,789 (2016: USD 139,812).

The Fund pays a custodian fee to Credit Suisse (Luxembourg) 
S.A., which is based on the total net assets including the 
aggregate issue amount of the Notes issued by the Fund in 
accordance with the following scale, payable quarterly:

	 0.03% per annum on the first amount of USD 100 million,
	 0.02% per annum on the next amount above USD 100 million.

A minimal amount of USD 20,000 of custodian fee is applied 
per annum. 

For the year ended 31 December 2017, the custodian fee 
amount to USD 45,794 (2016: USD 41,335).

The Fund pays an annual lump sum domiciliation fee to Credit 
Suisse Fund Services (Luxembourg) S.A. For the year ended 
31 December 2017, the domiciliation fee amounts to USD 
15,000 (2016: USD 15,000).

For the year ended 31 December 2017, the registrar and the 
compliance monitoring fees amount to USD 15,000 (2016: 
USD 15,000).

8.1. FUND MANAGEMENT FEES
In consideration for its services to be provided to the Fund, the 
Investment Manager is entitled to a management fee payable 
by the Fund which shall be the aggregate of:

(i) a percentage of the outstanding capital invested by the 
Fund (“Invested Capital”) in PLI Investments as at the end of 
any calendar month determined as follows:

	 2% per annum for the first USD 50 million of Invested 
Capital invested in PLI Investments at the end of such 
calendar month; plus

	 1.75% per annum for the amount of Invested Capital 
invested in PLI Investments at the end of such calendar 
month exceeding USD 50 million up to the amount of USD 
100 million; plus

	 1.50% per annum for the amount of Invested Capital 
invested in PLI Investments at the end of such calendar 
month exceeding USD 100 million up to the amount of USD 
200 million; plus

	 1.25% per annum for the amount of Invested Capital 
invested in PLI Investments at the end of such calendar 
month exceeding USD 200 million; and

(ii) 0.2% per annum of the amount of Invested Capital invested 
in Investments other than PLI investments at the end of such 
calendar month.

The Fund management fee amounted to USD 2,260,155 for 
the year ended 31 December 2017 (2016: USD 2,338,683).
 

8.2. INVESTMENT MANAGER INCENTIVE BONUS
Depending on the performance of the Fund and the attainment 
of certain performance targets by each Class of Shares 
determined by the Board of Directors, the Investment Manager 
might be entitled to additional performance based remuneration 
(“Investment Manager Incentive Bonus”), calculated as a 
percentage of the year-to-date amount remaining available for 
allocation of the Income Waterfall, as defined in Note 9.

No Investment Manager Incentive Bonus has been accrued 
for as at 31 December 2017 (2016: nil).

NOTE 8
EXPENSES

A U D I T E D  F I N A N C I A L  S T A T E M E N T S
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8.5. ACCRUED EXPENSES
As at 31 December 2017, the accrued expenses mainly relate 
to Fund management fees and direct operating expenses and 
amount to USD 905,950 (2016: USD 1,006,003).

At each date on which a net asset value (“NAV”) calculation is 
made (“NAV Calculation Date”), the year-to-date cumulative net 
income (“Net Income”) of the Fund for the relevant calendar year 
is determined. The Net Income equals the sum of (i) the Fund’s 
cumulative year-to-date income (received and/or accrued) in 
the relevant calendar year less the year-to-date cumulative Fund 
Expenses (including, but not limited to, operating expenses and 
Management Fees) for the calendar year, plus (ii) any year-to-
date interest payments on the Notes for the calendar year. For 
the purposes of this computation: (i) all realised and unrealised 
(i.e. accrued) interest owed to the Fund are included in the 
Fund’s Net Income (if any interest is not received by the Fund 
or if previously accrued interest is not paid to the Fund, such 
amounts come in deduction of the Fund’s Net Income) and 
(ii) the portion of the value of any related derivative financial 
instrument which is linked to the accrued interest on any loan is 
allocated to the Net Income of the Fund.

At each NAV Calculation Date, the year-to-date positive Net 
Income of the Fund is allocated according to the Fund waterfall 
mechanism as set forth in the Issue Document, which is designed 
to compensate investors based on their respective investment 
risk and provide the necessary funding for the Fund’s ongoing 
operations. The amount of dividend distributable to Class A, 
B and C Shares at each NAV Calculation Date is limited to 
a level of target dividend whose determination is defined in 
the relevant subscription agreements. Operational aspects of 
the Fund compensated through the waterfall structure include 
i) the Foreign Exchange Currency (“FX”) reserve payment, 
which is allocated annually to the Class C Shares to protect 
against an erosion of value due to FX losses; ii) a component 
of the overall funding for a technical assistance facility (“TA 
Facility”) established in parallel with the Fund to provide 
technical assistance to PLIs in their development and growth 
as well as to prepare and to support PLI Investments; and iii) 
the Investment Manager Incentive Bonus, as described in Note 
8.2, included to align the interests of the Investment Manager 
with those of the Fund‘s investors. 

All amounts exceeding target dividends and contributions 
to operational aspects are used to pay out complementary 

dividends to shareholders in accordance with the terms and 
conditions stated in the Fund’s Issue Document.

At each NAV Calculation Date, in case the year-to-date Net 
Income of the Fund is negative, it will be allocated in the 
following order of priority:

	 Class C Shares up to the total NAV of the Class C Shares, 
pro rata to the NAV of each Series of Class C Shares, 

	 Class B Shares up to the total NAV of the Class B Shares, 
pro rata to the NAV of each Series of Class B Shares, 

	 Class A Shares up to the total NAV of the Class A Shares, 
pro rata to the NAV of each Series of Class A Shares.

 
In addition, at each NAV Calculation Date, once the allocation of 
Net Income has been made, the amount available for allocation 
through the Capital Waterfall of the period is determined as 
follows:

	 any year-to-date write backs on unrealized Investments, plus
	 any impairment allowances due to the deterioration in credit 

quality or defaults with respect to the Investments of the 
Fund, plus 

	 any realized and unrealized gains and losses on local 
currency loans to PLIs due to changes in the value of the 
local currency, plus 

	 any other year-to-date realized or unrealized capital gains 
and losses on foreign exchange (other than on local currency 
loans to PLIs), plus

	 the foreign exchange compensation amount (“FX Compensation 
Amount”), which protects the C Share class against expected 
FX depreciation on unhedged investments, plus 

	 realized and unrealized gains or losses from the value of 
derivative financial instruments held by the Fund. This is 
calculated as the portion of the value of derivative financial 
instruments held by the Fund other than the portion of the value 
of the related derivative financial instruments which is linked 
to the accrued interest on the loans (this accounting rule has 
been defined after the Fund’s inception, which explains why no 
reference to it is made in the Fund’s Issue Document). 

The Capital Waterfall is allocated in the following order of priority:

	 if positive Capital Waterfall, first to Class A Shares showing 
a positive difference between the issue price and their NAV 
(the “NAV Deficiency”) at period ends, 

	 if positive Capital Waterfall, then to Class B Shares showing 
a NAV Deficiency at period ends, 

	 further and either positive or negative Capital Waterfall, to 
Class C Shares pro rata to their NAV at period ends.

NOTE 9 
ALLOCATION AND DISTRIBUTION WATERFALLS
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NOTE 10
CALCULATION OF DISTRIBUTABLE INCOME 

AND CAPITAL GAINS AND LOSSES

2017 2016

Interest income on loans 12,894,823 13,017,400

Interest income on bank deposits 169,598 66,196

Other income 41,134 65,399

Management fees (2,260,155) (2,338,683)

Secretary fees (123,883) (124,581)

Legal and audit fees (147,149) (187,126)

Administration, custodian and domiciliation fees (205,583) (211,147)

Other administrative expenses (220,295) (62,794)

Marketing and promotion expenses (41,558) (6,544)

Interest expenses on Notes (237,176) (236,191)

Bank charges (51,489) (19,926)

Net loss on derivative financial instruments (interest portion) (6,708,370) (6,888,441)

Change in unrealized (loss) / gain on derivative financial instruments (interest portion) 3,109,897 3,073,562

Total 3,073,562 4,978,477

2017 2016

Net foreign exchange gain/(loss) on loans to PLIs 3,073,395 (7,852,570)

Other net foreign exchange gain 47,239 3,539

Net (loss)/gain on derivative financial instruments (notional portion) (2,010,199) 1,361,301

Loan loss allowance (6,154,139) (2,278,177)

Total (5,043,704) (8,765,907)

CALCULATION OF DISTRIBUTABLE INCOME 
(INCOME WATERFALL

10.2. CALCULATION OF CAPITAL GAINS AND LOSSES 
SPECIFIC TO CLASS C SHARES (CAPITAL WATERFALL)

In addition to the above, capital gains and losses are allocated 
only to Class C Shares, pro rata to the NAV of each Series of 
Class C Shares as follows:

A U D I T E D  F I N A N C I A L  S T A T E M E N T S



6 1

10.3. ALLOCATION OF DISTRIBUTABLE INCOME AND 
CAPITAL GAINS AND LOSSES

As a result of the above-mentioned calculation, the total allocation 
waterfall is as follows:

As a result, for the year ended 31 December 2017, a total 
amount of USD 712,720 is payable to the holders of Class 
A Shares (2016: USD 501,110), a total amount of USD 
1,350,463 is payable to the holders of Class B Shares 
(2016: USD 1,540,345), and a total negative amount of USD 
3,996,990 has been capitalized to the Class C Shares, pro rata 
to the NAV of each Series of Class C Shares (2016: negative 
amount of USD 7,733,800).

A U D I T E D  F I N A N C I A L  S T A T E M E N T S

2017 2016

Target dividend on Class A shares 712,720 501,110

Complementary dividends on Class A shares - -

Target dividend on Class B shares 1,350,463 1,540,345

Complementary dividends on Class B shares - -

Total dividends distributable to Class A shares and Class B shares 2,063,183 2,041,455

  

Contribution to the technical assistance facility - -

Investment Manager incentive bonus - -

  

Target dividend on Class C Shares 1,046,714 1,032,107

Foreign exchange compensation amount - -

Complementary dividends on Class C Shares - -

Capital gains and losses specific to Class C Shares (5,043,704) (8,765,907)

Total allocated to Class C Shares (3,996,990) (7,733,800)

Loss before performance allocation (1,933,807) (5,692,345)
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The Fund is mainly exposed to credit risk, market risk (which 
includes mainly currency risk and interest rate risk) and liquidity 
risk arising from the financial instruments its holds.

11.1. CREDIT RISK
Credit risk is the risk that an issuer or counterparty will be 
unable to meet a commitment that it has entered into with the 
Fund.

The insolvency or other business failure of any one or more of 
the PLIs in which the Fund has invested could have a material 
and adverse effect on the Fund’s performance and ability to 
achieve its objectives.

The Fund also runs the risk of any one or more of the PLIs 
defaulting on their borrowings from the Fund. Such PLIs may 
default on their interest and/or on their principal repayment. 
The Fund mitigates this risk by carefully selecting the PLIs and 
then by closely monitoring them on a quarterly basis.

Prior to submitting a PLI Investment to the Fund’s Investment 
Committee, the Investment Manager, through its Sub Saharan 
Africa-based team, performs a detailed country analysis, a 
PLI credit risk assessment, a PLI social responsibility 
evaluation, a PLI monthly monitoring report and an Anti-Money 
Laundering assessment. The outcomes of all above checks 
are reported in a detailed report presented to the Investment 
Committee.

In addition in order to be selected as suitable PLIs financial 
institutions should meet a number of criteria at the time of 
investment by the Fund (in each case as reasonably determined 
by the Investment Committee upon recommendation by the 
Investment Manager). Such criteria relate to a wide array of 
PLI dimensions, but not limited to the legal, operational, social, 
governance, and environmental aspects.

On the monitoring side, the Investment Manager reviews on a 
monthly basis the credit quality and financial reporting of each 
PLI based on the monthly financial data that is reported by the 
PLI directly in the Investment Manager’s information system 
at the end of each month. In addition, the Investment Analysis 
team of the Investment Manager performs an in-depth and on-
site review of each PLI on an annual basis (or more frequently 
in case of material change). Each analyst remains in constant 
interaction with the PLI through its monthly processes and 
signals any material change to the Investment Services team 

which could affect any given transaction with such PLI, similarly 
at the country level. Portfolio valuation and covenant monitoring 
is performed on an ongoing basis. This close monitoring of the 
financial performance of investees enables the team to detect 
as early as possible any negative trend that would negatively 
impact the PLI’s ability to reimburse a loan or enter into a 
breach of covenants. In addition, the Investment Manager 
performs the legal risk management process, reviewing each 
loan covenant of each given transaction on a monthly basis.

For all outstanding investments in the loan portfolio, the 
Investment Manager performs the following:

	 Legal and financial covenants monitoring: The Investment 
Services team reviews all legal covenants and obligations 
related to each transaction for material events on a monthly 
basis, validating their compliance and reporting to the client. 
Any material event triggers a risk management process 
for the underlying obligation which involves challenging 
and questioning by the Investment Analysis team over and 
beyond the monthly and annual monitoring.

	 Quarterly Investment valuation: Pursuant to the legal covenant 
review and risk management process, the Investment 
Services team proposes quarterly valuation guidance for 
each transaction to the Investment Manager based on 
predefined rules and criteria.

	 Payment collection: On each payment date, the Investment 
Services team sends out reminders and confirmation 
receipts to the PLI and custodian bank. The team supervises 
and assists throughout the payment collection process.

NOTE 11
RISK MANAGEMENT

A U D I T E D  F I N A N C I A L  S T A T E M E N T S
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A U D I T E D  F I N A N C I A L  S T A T E M E N T S

11.1.1. MAXIMUM EXPOSURE TO CREDIT RISK
The table below shows the maximum exposure to credit risk 
of the Fund. The maximum exposure is shown gross, before 
the effect of mitigation through the use of collaterals and 
loan loss allowance.

11.1.2. RISK CONCENTRATION OF LOAN PORTFOLIO 
TO CREDIT RISK

Risk concentration by PLI
In the context of the credit risk analysis, the concentration 
risk analysis of the Fund’s gross loans portfolio by PLI as of 
31 December 2017 and 2016 is as follows:

2017 2016

Statement of financial position

Loans to PLIs 107,071,110 104,989,169

Derivative financial instruments (*) 5,415,695 10,226,711

Interest receivable on loans to PLIs 5,963,478 5,692,079

Other receivables 1,272,509 749,168

Cash and cash equivalents 26,055,359 16,598,282

Total 145,778,151 138,255,409

Off-balance sheet

Committed undisbursed amounts on loans to PLIs - -

Total - -

Total gross maximum exposure 145,778,151 138,255,409

31 DECEMBER 
2017

AMOUNTS
IN USD

 %

Top 1 11,058,193 10.33%

Top 3 25,419,761 23.74%

Top 5 33,919,761 31.68%

Top 10 49,336,533 46.08%

Top 20 73,019,106 68.20%

Top 30 90,160,125 84.21%

Top 40 101,296,092 94.61%

Top 50 106,536,895 99.50%

Top 53 107,071,110 100.00%

31 DECEMBER 
2016

AMOUNTS
IN USD

 %

Top 1 11,127,146 10.60%

Top 3 23,033,746 21.94%

Top 5 33,292,680 31.71%

Top 10 51,502,639 49.06%

Top 20 74,133,911 70.61%

Top 30 90,476,766 86.18%

Top 40 99,854,691 95.11%

Top 50 104,621,935 99.65%

Top 52 104,989,169 100.00%

* See Note 5 for further details.
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Risk concentration by geographical regions
The table below shows the credit risk analysis of the Fund’s 
gross loan portfolio per geographical region as of 31 December 
2016 and 2015:

31 DECEMBER 2017 31 DECEMBER 2016

Amounts in USD % Amounts in USD %
Kenya 17,109,051 15.98% 16,003,801 15.24%
Ivory Coast 12,008,000 11.22% 4,983,693 4.75%

Tanzania 9,616,165 8.98% 8,839,961 8.42%

Senegal 9,288,188 8.68% 9,028,659 8.60%

Ghana 7,986,310 7.46% 6,347,610 6.05%

Zambia 7,869,183 7.35% 9,206,828 8.77%

Democratic Republic of Congo 6,750,000 6.30% 10,750,000 10.24%

Nigeria 6,248,649 5.84% 12,671,992 12.07%

Uganda 5,796,572 5.41% 4,680,069 4.46%

Mali 3,962,640 3.70% 1,265,700 1.21%

South Africa 3,307,755 3.09% - -

Cameroon 2,881,920 2.69% 5,906,599 5.63%

Angola 2,799,614 2.61% 3,500,000 3.33%

Rwanda 2,449,440 2.29% 3,625,131 3.45%

Burkina Faso 2,149,432 2.01% 1,888,002 1.80%

Zimbabwe 1,686,189 1.57% 2,000,000 1.90%

Madagascar 1,200,800 1.12% - -

Benin 1,200,800 1.12% 2,109,500 2.01%

Sierra Leone 1,075,852 1.01% 700,000 0.67%

Malawi 999,737 0.93% 819,831 0.78%

Niger 600,400 0.56% 527,375 0.50%

Tchad 84,413 0.08% 134,418 0.13%

Total 107,071,110 100.00% 104,989,169 100.00%

A U D I T E D  F I N A N C I A L  S T A T E M E N T S

The above risk concentrations reflect the Fund’s exposures by 
market and PLI, including amounts that are currently impaired 
for which recovery efforts are ongoing. The portfolio value in 
the risk concentration tables differs from the portfolio value in 
the statement of financial position by USD 9,838,983, which 
consists of the loan loss allowance as of 31 December 2017 
(2016: USD 3,684,844).

11.1.3. CREDIT QUALITY 
Credit risk exposure for each internal risk rating
TThe institutional risk of PLIs is closely monitored by the 
Investment Manager’s professional, independent central and 
local risk experts using internal credit ratings. 

The current methodology takes into account quantitative and 
qualitative factors, the degree of maturity of the PLI, as well 
as monthly monitoring and annual visits. The methodology 

is based both on a credit risk and performance assessment. 
The performance assessment reviews three years of past 
audited and operational quantitative information, divided into 
three analytical dimensions: operational efficiency, financial 
results, and social impact, and about thirty indicators.

The credit risk assessment is focused on future outlook; 
there are five key dimensions, divided into about twenty five 
qualitative indicators: strategy and governance, people and 
organization, products and services, financial management, 
and control and systems. The outcome of the scoring 
methodology is a credit risk scoring and rating grade that 
reflects the specific risk of an institution. It does not include 
any systematic risk aspects (i.e. industry, currency, political 
risk among others). The rating scale grades from AAA to D, 
subdivided into 10 levels, each divided into three subsets of 
plus (+), neutral and minus (-).
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A U D I T E D  F I N A N C I A L  S T A T E M E N T S

SCALING QUALIFIER RATING GRADE

97% - 100% Extremely strong repayment capacity AAA

88% - 97% Very strong repayment capacity AA

79% - 88% Strong repayment capacity A

70% - 79% Moderate repayment capacity BBB

61% - 70% Questionable repayment capacity BB

52% - 61% Weakened repayment capacity B

43% - 52% Vulnerable to non-payment CCC

37% - 43% High vulnerable to non-payment CC

31% - 37% Very high vulnerable to non-payment C

0% - 31% Payment default D

31 DECEMBER 2017 31 DECEMBER 2016

Amounts in USD % Amounts in USD %

AAA - - - -

AA - - - -

A - - - -

BBB 39,575,062 54,529,996 51.94% 71.14%

BB 53,251,391 49,909,173 47.54% 28.58%

B 5,324,944 550,000 0.52% 0.28%

CCC - - - -

CC - - - -

C 4,084,413 - - -

D 4,835,300 - - -

Total 107,071,110 104,989,169 100.00% 100.00%

The table below is a credit rating analysis of the Fund’s loan 
portfolio as of 31 December 2017 and 2016 based on the 
Fund’s credit rating system:

The Fund rating’s categories are as follows

Credit risk exposure to counterparties from cash deposits
As at 31 December 2017, the Fund holds cash in current accounts 
of USD 26,055,359 (2016: USD 16,598,282) and is mainly 
exposed to the credit risk with Credit Suisse, whose rating is P-1 
according to Moody’s and A-1 according to Standard & Poor’s. 

As at 31 December 2017, cash for a total amount of USD 
617,770 (2016: USD 542,632) has been pledged as collateral 
with ICBC Standard Bank rated BBB+ according to Standard 
& Poor’s. 

As at 31 December 2017, collateral had been posted with 
TCX acting as a hedge counterparty with the Fund for USD 
2,455,678 (2016: USD 5,520,946), rated A- according to 
Standard & Poor’s, and with Standard Chartered Bank for USD 
260,000 (2016: nil), rated A- according to Standard & Poor’s. 
At the same date, collateral was posted with ICBC Standard 
Bank for an amount of USD 2,940,481 (2016: nil).



6 6

In order to manage the liquidity of the Fund and address 
the above risks, the following rules are applied:

	 Excess cash liquidity is temporarily deposited with 
international investment grade banks or invested in 
money-market instruments.

	 The Investment Manager shall strive to maintain cash 
on hand that represents the greater of 5% of the Fund 
Total Assets or a 120% of the Fund’s projected 30-day 
liabilities. As soon as liquidity falls below this percentage, the 
Investment Manager shall notify the Board and Investment 
Committee immediately.

	 In addition, the Fund may at any time draw down from 
existing commitments on Class A Shares and Class B 
Shares or Notes and on a quarterly basis on Class C Shares. 
The existing uncalled commitments from Shareholders to 
the Fund amounted to USD 28 million as at 31 December 
2017 (2016: USD 23 million).

 

Impairment assessment
The Investment Manager monitors on a monthly basis whether 
each investee of the Fund is in compliance with all financial 
and non-financial covenants per the respective loan contract. 
In case of a breach of financial covenant with no perspective 
of resolution through improvement of the situation over the 
next quarter, the Investment Manager will make an impairment 
recommendation to the Fund Investment Committee for the 
next quarterly NAV calculation. In case of payment default (as 
defined in each loan agreement), the Investment Manager will 
make an impairment recommendation to the Fund Investment 
Committee for the next quarterly NAV calculation if the carrying 
amount of the relevant loan exceeds its recoverable amount. 
As at 31 December 2017, loan loss allowance on principal 
amounts to USD 9,838,983 (2016: USD 3,684,844), which 
represents 9.19% (2016: 3.51%) of the gross portfolio.

11.2. LIQUIDITY RISK
The Fund may invest in loans or other debt instruments 
issued by PLIs most of which will neither be listed on a 
stock exchange nor dealt in on another regulated market. 
The issuance of such instruments may not be subject to 
any control, review or oversight by a regulatory authority. 
In most cases there is no secondary market for the 
trading of the debt instruments issued by PLIs. Thus, such 
instruments will generally be illiquid. Such illiquidity may 
affect the Fund’s ability to vary its portfolio or dispose 
or liquidate part of its portfolio in a timely fashion and at 
satisfactory prices in response to changes in economic or 
other conditions and this could have an adverse effect on 
the Fund’s financial condition and results of operations.

A U D I T E D  F I N A N C I A L  S T A T E M E N T S
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31 DECEMBER 2017 LESS THAN 
3 MONTHS

(in USD)

3 MONTHS 
TO 1 YEAR

(in USD)

1 YEAR 
TO 5 YEARS

(in USD)

MORE THAN 
5 YEARS

(in USD)

UNDEFINED 
MATURITY

(in USD)

TOTAL

(in USD)

Loans to PLIs (*) 14,032,014 53,443,103 59,827,356 - - 127,302,473

Other receivables 1,272,509 - - - - 1,272,509

Cash and cash equivalents 26,055,359 - - - - 26,055,359

Total financial assets 41,359,882 53,443,103 59,827,356 - 154,630,341

Undrawn capital commitments 28,000,000 - - - - 28,000,000

Total financial assets and un-
drawn capital commitments

69,359,882 53,443,103 59,827,356 - - 182,630,341

Notes (**) - 2,812,702 5,418,175 - - 8,230,877

Derivative financial instruments (**) 2,446,688 6,358,464 6,684,269 - - 15,489,421

Accrued expenses 905,950 - - - - 905,950

Distribution payable to holders of 
redeemable shares

- 2, 603,183 - - - 2,063,183

Net assets attributable to Class A 
and Class B Shares

- - 55,036,269 1,739,019 - 56,775,288

Total financial liabilities 3,352,638 11,234,349 67,138,713 1,739,019 - 83,464,719

Committed undisbursed amounts 
on loans to PLIs

- - - - - -

Total financial liabilities and 
committed undisbursed 
amounts on loans to PLIs

3,352,638 11,234,349 67,138,713 1,739,019 - 83,464,719

The following table demonstrates the forecasted cash flows 
of the Fund per maturity band:

*	 Based on principal amounts at historical cost, considering hedging with derivative financial instruments, and including future interest income

**	 Including future interest expenses 
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31 DECEMBER 2016 LESS THAN 
3 MONTHS

(in USD)

3 MONTHS 
TO 1 YEAR

(in USD)

1 YEAR 
TO 5 YEARS

(in USD)

MORE THAN 
5 YEARS

(in USD)

UNDEFINED 
MATURITY

(in USD)

TOTAL

(in USD)

Loans to PLIs (*) 7,431,780 51,350,890 79,123,256 - - 137,905,926

Other receivables 749,168 - - - - 749,168

Cash and cash equivalents 16,598,282 - - - - 16,598,282

Total financial assets 24,779,230 51,350,890 79,123,256 - - 155,253,377

Undrawn capital commitments 23,000,000 - - - - 23,000,000

Total financial assets and un-
drawn capital commitments

47,779,230 51,350,890 79,123,256 - - 178,253,377

Notes (**) - 2,839,876 8,165,337 - - 11,005,212

Derivative financial instruments (**) 1,797,121 6,091,802 7,070,107 14,959,030

Accrued expenses 1,006,003 - - - - 1,006,003

Other payables 534,137 - - - - 534,137

Distribution payable to holders of 
redeemable shares

- 2,041,455 - - - 2,041,455

Net assets attributable to Class A 
and Class B Shares

- - 47,585,483 4,189,805 - 51,775,288

Total financial liabilities 3,337,261 10,973,133 62,820,926 4,189,805 - 81,321,125

Committed undisbursed amounts 
on loans to PLIs

- - - - - -

Total financial liabilities and 
committed undisbursed 
amounts on loans to PLIs

3,337,261 10,973,133 62,820,926 4,189,786 - 81,321,125

The following table demonstrates the forecasted cash flows 
of the Fund per maturity band:

*	 Based on principal amounts at historical cost, considering hedging with derivative financial instruments, and including future interest income

**	 Including interest expenses 
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Investors must also be aware that changes in interest rates will 
affect the relative value of the Fund’s investments. In general, if 
interest rates increase, it is expected that the relative value of 
the Fund’s existing investments will decrease, and conversely, 
if interest rates decrease, it is expected that such relative value 
will increase.

The level of prevailing interest rates also may affect the 
economies of the target countries and any applicable markets 
outside of the target countries, and, in turn, the value of the 
Fund’s investments.

Interest rate risk also arises from the possibility that changes in 
interest rates will affect future cash flows of financial instruments 
as well as the Fund’s profitability. 

The following table illustrates the sensitivity of the Fund’s net 
income before tax (as per the income waterfall) to various 
upward parallel shifts in the US yield curve for a time period of 
180 days (base-case scenario = risk free rates do not fluctuate). 
It is also worth noting that downward shifts in the US yield curve 
would produce the same results, but in the opposite direction 
(negative impacts).

11.3. MARKET RISK

11.3.1. INTEREST RATE RISK
Interest rate risk arises from the possibility that changes in 
interest rates will affect future cash flows of financial instruments.

The Fund may be exposed to interest rate risks to the extent that 
the rate basis for its assets and liabilities do not fully match. The 
Fund seeks to reduce this risk and to match the rate basis on its 
assets and liabilities. As of 31 December 2017, 79.8% (2016: 
70.2%) of the portfolio yields floating interest rates with USD 
6-month Libor as the rate basis (local currency denominated 
loans hedged for both currency and interest rate risk). 20.1% 
of the portfolio is denominated in USD (2016: 29.2%), the 
functional currency of the Fund, yielding a fixed USD rate. 0.1% 
of the portfolio is denominated in EUR and not hedged for 
currency and interest rate risk (2016: 0.6%).

Investor returns for Notes and redeemable shares are based on 
floating interest rates with USD 6-month Libor as the rate basis, 
with the exception of the Class C Shares. Due to the structure of 
the Fund and the unlimited maturity of Class C Shares, perfect 
matches are not achievable by the Fund. 

31 December 2017 31 December 2016

INCREASE EFFECT ON PROFIT 
BEFORE TAX

EFFECT ON PROFIT 
BEFORE TAX

EFFECT ON PROFIT 
BEFORE TAX

EFFECT ON PROFIT 
BEFORE TAX

(in bps) (in USD) (in %) (in USD) (in %)

10 15,829 0.80% 15,102 0.80%

50 79,145 4.00% 75,510 4.00%

100 158,290 8.10% 151,020 8.00%

11.3.2. CURRENCY RISK
Currency risk is the risk that the value of financial instruments 
fluctuates due to changes in foreign exchange rates. As at 31 
December 2017, all of the Fund’s financing instruments (notes 
and redeemable shares) are denominated in the functional 
currency of the Fund (2016: 100%). 20.1% of the Fund’s 
PLI investments are denominated in USD 2016: 29.2%), 
79.8% are denominated in local currency and hedged for both 

currency and interest rate risk (2016: 70.2%), and 0.1% are 
denominated in EUR and unhedged (2016: 0.6%). 
 
As at 31 December 2017, the Fund’s total unhedged open 
currency exposure amounts to USD 95,158 (2016: USD 
694,360) (exchange rate as of disbursement) representing 
0.1% (2016: 0.6%) of the PLI loan portfolio.
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A U D I T E D  F I N A N C I A L  S T A T E M E N T S

As at 31 December 2017 and 2016, the split of the loan 
portfolio by currency is as follows:

An equivalent increase would have resulted in an equivalent 
but opposite impact.

The possible 5% and 10% shift in currency rates represent 
management’s best estimate, having regards to historical 
volatility.

As at 31 December 2017 As at 31 December 2016

 Number of 
loans (**)

Total amount (*)
USD

% of
net assets 

  Number of 
loans (**)

Total amount (*)
USD

% of
net assets 

XOF 19 28,008,658 23.36% XOF 18 19,275,554 16.21%

USD 25 22,022,631 18.37% USD 32 31,980,926 26.90%

KES 10 15,109,054 12.60% KES 10 14,003,801 11.78%

GHS 6 7,986,310 6.66% GHS 5 6,386,076 5.34%

ZMW 8 7,869,182 6.56% ZMW 11 9,206,828 7.74%

UGX 6 5,796,573 4.83% UGX 6 4,680,069 3.94%

TZS 3 5,416,361 4.52% TZS 2 4,042,410 3.40%

XAF 4 4,082,720 3.41% XAF 4 5,906,599 4.97%

ZAR 3 3,307,755 2.76% ZAR - - -

RWF 2 2,449,440 2.04% RWF 4 3,625,131 3.05%

NGN 3 2,211,624 1.84% NGN 8 4,438,616 3.73%

EUR 2 1,285,213 1.07% EUR 2 661,793 0.56%

MWK 1 999,737 0.83% MWK 1 819,831 0.69%

SLL 2 525,852 0.44% MZN - - -

94 107,071,110 89.29% 103 105,027,634 88.30%

*	 net of the effect of the forward exchange transactions as of 31 
December 2016, as no forward exchange transactions were 
outstanding as at 31 December 2017.

**	 99 loans were outstanding as of 31 December 2016. in addition 
to these 99 loans, 3 overdue amortizations have been separated 

from the on-time portion of outstanding NGN loans and reclassified 
as USD loans. Similarly, 1 additional loan with 2 separate overdue 
amortizations has been split into 2 USD loans according to the 
NGN/USD exchange rates fixed at the payments’ due dates.

31 December 2017 31 December 2016

CURRENCY CHANGE IN 
CURRENCY RATE

EFFECT ON THE NET 
ASSETS/ NET EQUITY

CHANGE IN 
CURRENCY RATE

EFFECT ON THE NET 
ASSETS/ NET EQUITY

(in bps) (in USD) (in %) (in USD) (in %)

EUR 10% (128,521) 10% (66,179)

EUR 5% (64,261) 5% (33,090)

The table below indicates the currencies to which the Fund 
had significant exposure at 31 December 2017 and 2016 on 
its PLIs investments. The analysis calculates the effect of a 

reasonably possible movement of the currency rates against 
the USD on the net assets and the net equity, with all other 
variables held constant.
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The Fund is not subject to externally imposed capital 
requirements and has no restrictions on the issue, repurchase 
and resale of shares.

The Fund’s objectives for managing capital are:
	 To invest the capital in investments meeting the description, 

risk exposure and expected return indicated in its prospectus.
	 To achieve consistent returns while safeguarding capital by 

investing in diversified portfolio, by participating in derivative 
and other advanced capital markets and by using various 
investment strategies and hedging techniques.

	 To maintain sufficient liquidity to meet the expenses of the 
Fund and fulfill all financial obligations.

	 To maintain sufficient size to make the operation of the Fund 
cost efficient.

On 30 May 2018, the Board of Directors resolved to authorize 
the issuance of the financial statements of the Fund for the 
year ended 31 December 2017 and decided to submit them 
to the Annual General Meeting of Shareholders for approval. 

There is no event subsequent to the year ended that requires a 
disclosure in these financial statements.

Parties are considered to be related if one party has the ability 
to control the other party or exercise significant influence over 
the other party in making financial or operational decisions or 
is part of key management of the Fund. 

BOARD OF DIRECTORS
During the year ended 31 December 2017, an amount of USD 
24,979 of travel expenses was reimbursed to the Directors 
(2016: USD 20,242). The listing of the members of the Board 
of Directors is shown on page 3 of the annual report.

INVESTMENT MANAGER
Management fee and Incentive Bonus
Symbiotics S.A. serves as the Investment Manager of the 
Fund. The Investment Manager is entitled to a management 
fee. In addition, depending on the performance of the Fund, 
the Investment Manager might be entitled to additional per-
formance based remuneration. See Note 8.1, 8.2, 9 and 10 
for further details.

NOTE 12
CAPITAL MANAGEMENT

NOTE 14
APPROVAL OF THE FINANCIAL STATEMENTS

NOTE 15
SUBSEQUENT EVENTS

NOTE 13
RELATED PARTY TRANSACTIONS

11.3.3. OPERATIONAL RISK
Operational risk is the risk of loss arising from systems failures, 
human errors, fraud or external events. When controls fail to 
perform, operational risk can cause damage to reputation, 
have legal or regulatory implications, or lead to financial loss. 
The Fund cannot expect to eliminate all operational risks, but 
through a control framework and by monitoring and responding 
to potential risks, the Fund is able to manage the risks. Controls 
include effective segregation of duties, access, authorization 
and reconciliation procedures, staff education and assessment 
processes, including the use of internal audit.
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ORGANIZATIONAL STRUCTURE 
AND INVESTMENT MANAGER

A D D I T I O N A L  I N F O R M A T I O N

DONORS

SICAV-SIFTA FACILITY

REGMIFA SHAREHOLDERS

BOARD OF DIRECTORS

FOREX
COMMITTEE

INVESTMENT
COMMITTEE

TA FACILITY COMMITTEE

PARTNER LENDING INSTITUTIONS

MICRO, SMALL & MEDIUM-SIZED ENTERPRISES

TA FACILITY MANAGER FUND INVESTMENT MANAGER
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BOARD OF DIRECTORS
The following persons served as Directors 
of the Fund during the year:

MR. RUURD BROUWER
Chairman

DR. MARCEL GERARD GOUNOT

MR. STEFAN HIRCHE

MR. KARL-HEINZ FLEISCHHACKER

MR. ARTHUR SLETTEBERG

DR. GIUSEPPE BALLOCCHI

MR. FRANCOIS LAGIER

INVESTMENT COMMITTEE
The following persons served as members of the Investment 
Committee of the Fund and their alternate during the year:

MR. KARL-HEINZ FLEISCHHACKER
MR. STEFAN HIRCHE (alternate)

MR. NJORD ANDREWES
MR. OLE SANDSBRATEN (alternate)

MR. YVES FERREIRA
MR. FRANCESCO CONSIGLIO (alternate)

MS. PETRA ZEIER	
MS. VALERIE DUJARDIN  (alternate)

MR. STEFAN HIRCHE
DR. GIUSEPPE BALLOCCHI (alternate)

FX COMMITTEE
The following persons served as members of the Foreign 
Exchange Committee of the Fund during the year:

DR. GIUSEPPE BALLOCCHI
CFA

MR. HELIE D’HAUTEFORT

MR. MARKUS SCHMIDTCHEN

TA FACILITY COMMITTEE
The following persons served as members of TA Facility 
Committee of the Fund during the year:

MS. KLAUDIA BERGER

MR. SAMI MASRI

DR. GIUSEPPE BALLOCCHI

G O V E R N A N C E
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A D D I T I O N A L  I N F O R M A T I O N
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INVESTMENT MANAGER AND TA FACILITY MANAGER

Symbiotics S.A.
31, rue de la Synagogue
CH-1204 Geneva
Switzerland

MS. PETRA ZEIER
Head of Development Finance Mandates

MR. MARIANO LARENA
Head of TA and Development Finance

MS. NELLY ELIMBI
TA Facility Manager

MS. HANNAH MURRAY
Portfolio Manager, REGMIFA

Symbiotics Information, Consulting and Services
South Africa (PTY) Limited
4 Loop street – Studio 502
Cape Town
South Africa 8001

MR. DUNCAN FRAYNE
Regional Director

MR. RYAN ANDERSEN 
Investment Analyst

MS. LUCILE DHUY
Investment Analyst

MS. ANISSA KADI
Investment Analyst

MR. FELIPE MARTIN
Investment Analyst

MS. AYODELE OGUNNOIKI
Associate

MS. DELPHINE PEDEBOY-GIBSON
Associate

MS. LISA PUTTER
Investment Analyst

MRS. SOPHIA SKRZYPEC
Investment Analyst

C O N T A C T

A D D I T I O N A L  I N F O R M A T I O N
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ABBREVIATIONS

AECID
Agencia Española de Cooperación Internacional para el De-
sarrollo; Spanish Agency for International Cooperation for 
Development

AfD
Agence Française de Développement; French Development
Agency

BCEAO
Banque Central des Etats de L’Afrique de L’Ouest; Central 
Bank of West African States

BIO
Belgische Investeringsmaatschappij voor Ontwikkelingslan-
den; Belgian Investment Company for Developing Countries

BMZ
Bundesministerium für wirtschaftliche Zusammenarbeit und
Entwicklung; German Ministry for Economic Cooperation 
and Development

EIB
European Investment Bank

ESR
Environmental and Social Responsibility

FMO
Nederlandse Financierings-Maatschappij voor Ontwikke-
lingslanden; Development Bank of the Netherlands

FX
Foreign exchange

GAV
Gross Asset Value (total assets of the Fund)

GNI
Gross National Income

ICO
Instituto de Crédito Oficial; Spanish Development Bank

KfW
Kreditanstalt für Wiederaufbau

LuxFLAG
Luxembourg Fund Labeling Agency

MAEC
Ministerio de Asuntos Exteriores y de Cooperación; Spanish 
Ministry of Foreign Affairs and Cooperation

MFI
Microfinance Institution

MIS
Management information system

MIV
Microfinance investment vehicle

MSME
Micro, small and medium-sized enterprise

NBFI
Non-bank financial institution

NGO
Non-governmental organization

NMI
Norwegian Microfinance Initiative

PLI
Partner Lending Institution

PROPARCO
Société de Promotion et Participation pour la Coopération 
Economique; Investment and Promotions Company for 
Economic Cooperation

TA
Technical Assistance

TAF
Technical Assistance Facility

A D D I T I O N A L  I N F O R M A T I O N
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Fund registered office

5, rue Jean Monnet
L-2013 Luxembourg
Grand-Duchy of Luxembourg

Geneva

Rue de la Synagogue 31
CH-1204 Geneva
Switzerland

T. +41 22 338 15 40
F. +41 22 338 15 41
E-mail: info@regmifa.com

Cape Town

4 Loop St, Studio 502
Cape Town 8001
South Africa

T. +27 21 425 51 19
T. +27 21 425 51 20
F. +27 21 425 51 21

SYMBIOTICS SA
Investment Manager and TA 
Facility Manager of REGMIFA


