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1.
Summary
This report is prepared in response to an inquiry from USAID-Iraq regarding the strength of governance and accountability of MFIs supported by USAID-Tijara. In responding to the inquiry intended to facilitate a report outlining the level of governance at these MFIs, we hereby address the two core areas requested as follows:

1. Assess any governance risks and the measures in place to mitigate them, and 

2. Classify materiality of the MFI governance risks identified.

We begin with definition of governance risk, which is commonly classified under Strategic risks and then outline assessment of each MFI’s Board of Directors’ (BOD) skills and capabilities in contrast to the most common roles and responsibilities of a typical MFI BOD. Assessment is presented in a matrix wherein each USAID-Tijara supported MFI BOD’s standing as regards its skills and capacity to govern adequately is evaluated against the stated roles and responsibilities. The Management’s role of governance in the MFI’s day to day activities is not covered here for two reasons, i.e. i) USAID-Tijara has worked to ensure strong executive management in its partner MFIs, and ii) it is addressed and dealt with through an effective governing BOD.
The risks identified are presumed to be threats which may occur due to gaps in the BOD governance systems leading to inability and/or inefficiency of the BOD members to execute their roles and responsibilities. In section four we note the major risks identified based on the assessment presented in Annex 1 & 2, which also note under observations their strengths and weaknesses and the mitigating circumstances and USAID-Tijara’s recommendations for improvement of governance to an acceptable level. USAID-Tijara is currently developing a governance scorecard, which will make it possible to measure the materiality in terms of the threats posed by shortcomings in governance. Furthermore, we outline governance risk mitigation efforts in the systems MFIs have put in place with the help of USAID-Tijara. In subsequent sections, we note the risk factors which are yet to be addressed through the existing risk mitigation systems and give our recommendations on the steps necessary to address those risks. We conclude by suggesting areas of intervention by USAID-Tijara and/or by other stakeholders to support high risk MFIs in addressing prevailing governance risks especially those considered material in view of lack of independence of their BODs.

The major sources of information for this report are institutional assessment reports conducted by USAID-Tijara, which are supplemented with current information provided by USAID-Tijara Microfinance team members who have an active role in overseeing operations of the MFIs under their charge including training of staff and participation in their Board meetings.       
2.
Strategic Risks/Major MFI Risks
Strategic risks are one of the three major risks categories in Microfinance Institutions, while financial risks and operational risks are stated as the other two major risks categories
.  

Governance risk, one of the strategic risks, is comprised of ineffective oversight and poor governance structure and is among the main impediments to MFI sustainability since it may result in the failure of an institution.  In view of this, it is clear why governance risk is subcategorized under strategic risks. 

Mitigating governance risk is critical since it can result in the escalation of financial and operational risks if it is not addressed appropriately and in a timely manner. Governance Risk Management is a process whereby the board and other stakeholders are empowered to sound warnings and to take necessary strategic decisions and actions to preempt significant negative impact of such risk. MFIs should have a structure that ensures effective governance risk management.

The most typical governance risk prevailing across MFIs arises from their lack of ownership structure. Unlike in other businesses where BODs either have a financial/other stake or are accountable to stakeholders who have a financial stake, NGO MFI BODs do not have a financial stake in the MFIs and in most cases are not accountable to stakeholders who can terminate their services and therefore they may not have a compelling incentive to closely oversee the MFIs’ operations. In view of this, Iraqi MFIs which are NGOs and therefore do not have any ownership structure, may be affected by governance risk attributed to that fact. Additionally, governance risk could lead to risk of mission drift prompted by socio economic factors. In this assessment, we review the materiality and the mitigation systems in place to overcome this risk and other threats.
3.  Governance Risk assessment Vis-a-Vis Roles and Responsibilities of MFI Board of Directors.
As noted in the previous section, MFI’s governance risk is mainly comprised of ineffective BOD’s skills and capacity in undertaking its roles and responsibilities to effectively oversee and govern the operations of the MFI on the one hand and poor structure of governance on the other. This assessment focuses on answering the two core issues, i.e. i) the appropriateness of the governance structure and ii) the effectiveness of the oversight.

The two areas of governance are reviewed to conduct the assessment; details are shown in Annex 1 & 2. The first area noted under item 1 below, evaluates whether Board members have the necessary educational background and work experience and inherent skills to carry out effective oversight. The most essential and commonly accepted legal and ethical responsibilities of MFI BODs are detailed under item 2 below whereby we probe further into the effectiveness of the USAID-Tijara supported MFI BODs structures, effectiveness of BOD systems and capacity and commitment of BOD members.
3. Appropriateness of the governance structure and BOD composition, 

· Relevance of member’s educational background.

· Experience and familiarity with Microfinance Institutions and their business and mission.
4. Effectiveness of the oversight - level of involvement, skills and capacity of BOD in executing the following six key roles and responsibilities which should be covered in an appropriate governance structure:

· Mission and Vision development, focus and preservation; this area reviews whether USAID-Tijara supported MFIs’ Board members are:

·  able to grasp, embrace and communicate the Mission and Vision of their respective MFIs for necessary decisions in their achievement;

· capable of adjusting Mission and Vision statement to the changing environment;

· Board management and self-governance; this area reviews whether USAID-Tijara supported BODs:

· have written bylaws that guide the governance, such as code of ethics and rule of orders;

· hold regular meetings, keep meeting minutes and follow-up the execution of their decisions;

· have formalized and coherent decision-making processes  

· Executive oversight and Management; this area assesses: 

· whether there is a clear line of authority between the BOD and MFI’s management with an appropriate process of prevention/smooth management of any conflict of interest;

· whether the BOD sets goals for the Management and whether it follows up accordingly;

· whether BOD regularly monitors the performance of the Management and whether it exercises its authority on conditions where goals are not met;

· Whether BOD has the capacity to detect internal problems and take appropriate action through effective crisis prevention/management process with back up response plans;

· whether the BOD is committed to its governance responsibility and assures accountability for all decisions;  

· Policy development and approval Process; this area reviews whether the BOD has a track record of:

· assessing and recommending the need for new Policies and/or Policy amendments;

· participating in policy development and modification of systems and procedures;

· reviewing independently and approving Policy documents;

· Financial and operational oversight and fiduciary responsibilities: This area reviews whether: 

· BOD is able to read and interpret financial and operational reports and suggest recommendations;

· BOD sets and approves operational budgets as a roadmap for the MFI’s operations;

· Strategic planning and development; this area reviews whether:  

· the institution has strategic business plan in place;

· the BOD takes part in the development of the Strategic business plans;
· the BOD monitors and follows-up to ensure achievement of the strategic plan objectives;

4.  Summary of assessment of risk areas identified and mitigation steps taken 

· Most MFI Board members hold at least a high school diploma and above with diverse educational backgrounds and professional experience. Educational backgrounds range from high school diploma to doctorate degree in fields of Business and Economics, Agriculture, Engineering, Law, literature etc. They have a good mix of individuals working in oil industry, ministries of government, NGOs and private businesses. But, given the typical nature of the microfinance industry, most MFIs still need support and guidance in fully developing the Board management systems with the necessary capacity and skills to independently govern their operations. In situations where this is required, as detailed in Annex 1 and 2, USAID-Tijara has been working with BODs to preempt the risk whereby the Board merely acts as a “rubber stamp” and is entirely dependent on the Management of the MFI. Towards this effort, USAID-Tijara has conducted various courses for the BODs and for Management. Such courses have included i) training on governance with standard governance tool kit, ii) set up of Internal Audit functions with adequate staffing and requirement to report to the BOD, iii) Strategic Business Planning (SBP) and iv) financial analysis, etc. Additionally USAID-Tijara representatives have attended MFI Board meetings whereby they have contributed in guiding the BODs on effective management of the Board process of oversight and decision making.    
· Some of the critical BODs’ structural weaknesses identified among MFIs which were set up by the International NGOs were that their BODs either lack independence to govern or have no legitimacy to govern. These are weaknesses that were identified during the operational assessments and for which recommendations were made for mitigation of the said weaknesses. The relevant MFIs are working on implementing the recommendations.  
· As part of the governance training, USAID-Tijara program managers have in some cases had to work with the BODs on meeting schedules, preparation of meeting agendas, writing of minutes and implementation of decisions. This is a phenomenon experienced across many MFIs regionally and internationally, and is mainly attributed to the issue of absence of financial stake in the ownership structures of the MFIs. Other factors that contribute to loss of interest and to lack of commitment by BOD members also need to be reviewed and addressed and USAID-Tijara should work on this area soon.   

· USAID-Tijara has guided MFIs to ensure representation by women on their Boards. This recommendation has been adopted by most of the MFI partners and has helped the MFIs to comply with cultural and traditional requirements in dealing with women stakeholders. Although women representation is lower than recommended for an industry which is working to address women economic empowerment and job creation, much progress has already been made and efforts are being made for further progress in this area.   

· Trainings on MFI governance have been conducted by USAID-Tijara and Board members of many MFI partners have acquired substantial knowledge in this area. However, it is evident that as the industry grows and the market becomes more competitive, BODs will be challenged to cope with the growing MFI operations and dynamics of the business. Therefore BODs will need to have skills enhancement programs in their plans in order to stay current with operational requirements and challenges of growth.   

· All USAID-Tijara supported MFIs’ BODs have approved bylaws. Such bylaws were developed with USAID-Tijara’s help to give guidelines on governance and were based on standards of best practice for effective governance while also fulfilling registration requirements of the NGOs law. It is necessary for the BODs to ensure board management etiquette for effective governance and the bylaws provide guidelines in that respect. In addition to this effort by USAID-Tijara, many of the MFIs’ BODs still conduct their regular businesses with active participation for guidance and support of USAID-Tijara. However, we are working to ensure that the BODs step up to be well prepared to govern the institution independently.  

· Some MFIs previously lacked distinct lines of authority between the Management and the BOD. There were instances of policy breaches where BODs attempted to influence executive decisions. Conversely executive managers were also seen to have intervened in decisions beyond their authority levels. However, with the support of USAID-Tijara, these problems are being overcome. 

· Setting programmatic goals and monitoring the performance of executive managers is among the key responsibilities of the BODs. At this stage, when most grants come from USAID-Tijara with clear goals and objectives, most BODs are able to evaluate the performance of the institution against those goals and objectives. During periodic BOD meetings, executive managers present financial and operational performances with supporting indicator reports. An increasing number of Board members are familiar with interpretations of the indicators. However, some of them still need to enhance these skills and catch-up with their peers.     
5.
Governance Risk Mitigation and Systems in Place
The following are among the major Governance Risk mitigation systems in place and measures taken by USAID-Tijara.

· USAID-Tijara assisted MFIs are instituting BOD members with good educational backgrounds and diverse experience. Most importantly, the assignment of former USAID-Tijara employees in some MFIs’ BODs has significantly eased the challenges that the new BOD members would face. Since these Board members who are former USAID-Tijara staff actively took part in the establishment of the MFI, as well as in staff training and in implementation of the programs, they made substantial contribution in mentoring, and in filling the information gap and enabling the new BOD members to fulfill their responsibilities.

· All USAID-Tijara supported MFIs have the necessary Policy and Procedures manuals to do the necessary compliance checks on their own and/or with external Auditors’ process. 

· Internal audit is integrated in the MFIs’ governance structure to perform compliance checks and report to the BOD on all issues thereby alerting the BOD on any interventions necessary. 

· External audits are required to be conducted each year and to be reported to the BOD.       

· USAID-Tijara adopted capacity building strategy for MFI BODs through governance training based on USAID-Tijara governance toolkit which builds BOD capacity in terms of understanding MFI operations and effective governance.

· Designated USAID-Tijara program managers participate in BOD meetings and facilitate and help the BOD in making informed decisions. They maintain regular monitoring of the financial and operational performance of the respective MFIs, and they also review and analyze financial statements and assist the BODs in identifying potential financial and operational risks.

· With the help of USAID-Tijara, a number of MFIs have already completed their strategic business plans; the Board members of these MFIs are now clear on the prospects of the institutions in the plan period and what will be required to attain their strategic goals. USAID-Tijara is working with the other MFIs to help develop their five year strategic business plans.

· A best practices standard MIS and Performance monitoring system is in place for the BODs to rely upon in fulfilling fiduciary responsibilities and taking appropriate decisions and precautionary measures to safeguard the institutions financial assets. This has significantly reduced operational, financial and transaction risk which the institutions would face in the absence of the loan tracking and accounting software.       

6.
Summary of Potential Risks and Areas of Intervention to mitigate risks

Based on results of assessment, annex 1 & 2, and the summary of major risk areas identified, governance risk on MFIs financial, operational and institutional performance is further summarized with mitigation steps required as follows:

5. Need for Good Governance Structures; this refers to the existence and appropriateness of board management systems and also rules and regulations of bylaws by which the BODs govern and includes all systems of operational, financial and audit policies which enable the BODs to adequately oversee the MFIs’ operations and thereby fulfil their fiduciary responsibilities. USAID-Tijara has ensured development of necessary governance structures and mitigating steps for the various weaknesses as follows:

· Al Thiqa, the MFI that lacked a functioning board, has recently implemented the recommendation made in USAID-Tijara’s operational assessment report. The MFI has nominated five qualified individuals who will be inducted onto the board at the scheduled meeting to be held on June 30. Four of the nominees will be attending USAID-Tijara’s scheduled governance training to be held from June 16. Thereafter, the institution should have a legitimate and qualified functioning board. The two other MFIs, i.e. Amalkom and Al-Bashaer, that operated in a structure characterized by conflict of interest due to lack of separation of executive and BOD roles were also advised of this weakness in their respective operational assessment reports with strong recommendations for separation of those key roles as required for good governance structure. Al-Bashaer has since implemented the recommendation with the CEO relinquishing her role as Chairperson but still remaining on the board as a voting member. While this action did not completely eliminate the conflict of interest, it did dilute the immense influence that the CEO had on the board when she held the key position of Chairperson. USAID-Tijara has recommended that she consider becoming a non-voting member of the Board in accordance with accepted practice of Iraqi MFIs. Amalkom’s situation remains a concern since all the Board members are employees of CHF, the founding NGO, and they have management roles in the institution. It is clear that, except for Amalkom, the institutions have made progress in implementing the recommendations made in respect of governance by USAID-Tijara during the operational assessments. USAID-Tijara has a follow up format and process and we are regularly following up and expect implementation of all the recommendations before close out of the program.  

· Some of the MFIs’ bylaws were prepared with USAID-Tijara’s help to meet registration requirements of NGO office and although most were generic based on those of other similar institutions, they were accepted by the NGO office as relevant. However, as far as effective governance of the MFIs is concerned, all the MFIs’ BODs have since been guided by the governance trainings conducted by USAID-Tijara. Nevertheless, as the MFIs grow and expand their operations in ever-changing environment, it will be necessary for them to update their by-laws for consistency with their current structures and missions at that time. 

· With USAID-Tijara’s help, all partner MFIs have good operations manuals and MIS reporting systems as well as internal audit departments that report directly to the BODs. This development of necessary governance systems together with the governance training conducted by USAID-Tijara, has given the BODs the required skills and tools to manage and carry out adequate oversight of their MFIs’ operations. These skills continue to be enhanced with participation of USAID-Tijara’s representatives in the regular BOD meetings of partner MFIs.  

6. Effective Governance Skills; this refers to the commitment, skills and capacity of all BOD members to fulfil their fiduciary responsibilities and other duties in effective management of their MFIs. 

· It is important for BOD members to be committed and proactive as the industry requires. This will ensure their MFIs have the necessary guidance to cope and grow in an ever-more competitive environment.  USAID-Tijara has emphasized this need in its trainings and also in its participation in the BODs meetings of the partner MFIs.  

· Current BODs have the capacity to run the institutions in their current form. However, as the MFIs grow and operate in a more competitive microfinance industry environment, it will be necessary for the members to continue to enhance their skills to cope with the increasing challenges of effective governance in such an environment.

Annex 1. Board composition, educational background,         experience and familiarity with MFI Operations  

	USAID-Tijara Partner MFI – Al-Aman

	Background:

· Al-Aman is one of the leading microfinance institutions in Iraq. It was established in 2006 and is headquartered in Kirkuk. It has one main branch and five satellite offices in the following areas: Kirkuk, Taza, Daquq, Al-hawija.  It was supported by USAID-Izdihar and subsequently by USAID-Tijara with loan capital grants and technical assistance.  Other donors provided the MFI with operational grants.

· Al-Aman is a member of Sanabel Arab Microfinance Network. It reports its results to the mix market that allows it to benchmark itself against other MFIs in the MENA region and globally. It is also a founding member of the Iraqi Microfinance Network (IMFN).

· The MFI has 27 employees including 12 loan officers.
· It offers both individual and group lending methodologies for its loans. It has an outstanding portfolio of $7,297,975 with 4,771 active clients (25% women) as of June 30, 2012. Since inception, the MFI has disbursed 15,615 loans amounting to $32.9 million as of June 30, 2012, to poor clients.
· Vision: To improve Iraqi living standards, especially in Kirkuk Governorate and contribute to enhancing social and economic stability through micro and small loans to low income entrepreneurs.
· Mission:  To help low-income people develop their businesses, through the provision of quality financial services with emphasis and focus on women and to adapt the loans to the needs of the entrepreneur’s business, with the intent of creating wealth and jobs that lead to improvement of overall living standards. 
· The MFI has achieved operational and financial sustainability and reflects exceptional performance with OSS of 356.1% and FSS of 293.9% as of June 30, 2012. 


	Observations 

	Recommendations

	· Al-Aman is governed by Board of Directors that is comprised of four members (1 female and 3 male). 

· Chairperson has the necessary knowhow and capabilities to adequately manage the BOD responsibilities. 

· All members are highly educated and occupy good positions in different organizations, and private sector. The members bring to the Board various experiences including management, accounting, and international relations. 
· The Board meets on quarterly basis and decisions are made on a consultative manner.
· The MFI has developed a strong auditing function which reports directly to the Board.

· The MFI is developing a strategic business plan with assistance of USAID-Tijara.
· It conducts annual external audit.
· The MFI has bylaws which were amended recently as directed by the NGO Directorate as part of the re-registration process. 

· The Board has a meetings procedure with agenda and minutes and follows up on implementation of decisions.

· Line of authority is respected; chairperson has good understanding of the distinction between BOD and MFI executive’s authority.

· BOD works with the executives in setting the goals and objectives and then approves at BOD meetings. 
· None of the Board members participated in the two governance workshops delivered by USAID-Tijara.

· The chairperson lives and works in USA and this could affect direct monitoring of the executive manager’s performance and also weaken the communication.

· Board members are weak in knowledge of microfinance best practices.


	· The Board members need to participate in the upcoming governance training to enhance their skills in microfinance best practices and in analysing financial statements and making informed judgments. Further capacity building training in resource mobilization & analysis of microfinance ratios is needed. 

· Board members should participate in the upcoming conferences; the annual microfinance industry conference and the Sanabel conference. 
· The Board should provide strategic direction and oversight to senior management. Furthermore it should monitor and ensure implementation of the five year strategic business plan developed by senior management with support from USAID-Tijara.
· The Board membership should be expanded to seven members. Additional two members should be nominated by USAID—the major donor for Al-Aman. 

· The Board should also consider electing a new Chairperson.  

· The Board needs to take responsibility for hiring and monitoring of the Management, conducting annual performance evaluation of senior management, reviewing and approving the MFI’s different policies and procedures, and working closely with the internal auditor to ensure that the management is following the MFI’s policies and procedures.




	USAID-Tijara Partner MFI – Al-Bashaer

	Background
· Al Bashaer Iraqi Microfinance Organization is one of the pioneer MFIs in Iraq. It was registered and launched operations in 2006. It currently operates from 13 branch offices and 2 satellite offices across Baghdad.

· Al-Bashaer is a member of Sanabel Arab Microfinance Network. It reports its results to the mix market that allows it to benchmark itself against other MFIs in the MENA region and globally. It is also a founding member of the Iraqi Microfinance Network (IMFN).
· The MFI has 53 staff including 29 loan officers (six of whom are women). 
· Vision Statement: “To be the best microfinance organization in Baghdad Province with a portfolio of over $10 million USD and 10,000 clients.” 
· Mission Statement: “We are an Iraqi microfinance organization who lends to small businesses, men and women, in all of Baghdad and surrounding areas.  We offer financial services in an honest way to help the poor.”

· The MFI uses individual lending methodology for its loans. Its portfolio stands at $7.7 million with 5,345 active clients (22% women) at June 30, 2012. Over half of its active clients run trading business with another 18 percent involved in services. Over the last twelve months, Its portfolio has been growing at an average rate of 31 percent.

· It has achieved operational and financial sustainability with OSS of 194% and FSS of 152% as of June 30, 2012. 


	Observations 

	Recommendations

	· The Board is comprised of four members, including one woman who is the CEO of the MFI. The CEO is very experienced in MFI operations and has a good working relationship with the rest of the Board. 

· The Board is a mix of prominent businessmen, and professionals in the field of finance, law and insurance sectors and are qualified to exercise good governance for the MFI’s needs. 

· Al-Bashaer has fewer board members than the average number of board members other similar institutions have. 

· CEO recently stepped down from the position of Chairperson upon USAID-Tijara’s recommendation in view of potential conflict of interest in holding both positions. She however, remains on the board as a voting member and would still be in a conflict of interest situation in exercising authorities vested in the executive and board positions she holds. 

· Board members are experienced in MFI operations, accounting and finance, and performance reviews and also in regulatory issues. However, members lack strategic leadership skills to define and outline future growth plans of the institution and are not familiar with preparation of Strategic Business Plan (SBP). Two members attended training on governance and the CEO attended the strategic business planning workshop provided by USAID-Tijara.

	· The number and representation of board members should be increased to avail added skills and expertise necessary to better manage growth and complexities of the resulting operations.

· The rest of the board members should attend the scheduled governance trainings to be conducted by USAID-Tijara using best practice governance tool kit. Any new members should attend similar trainings. 

· Members should be oriented in providing guidance for the annual planning sessions, and for review of strategic business plans. 

· The CEO should consider becoming a non-voting member of the Board in accordance with accepted practice of Iraqi MFIs.


	USAID-Tijara Partner MFI – Al-Mosaned

	Background:

· Al Mosaned was registered and commenced operations in Salah ad Din Province in 2008. It currently operates from one main office and three satellite offices in the following areas: Tikrit, Al-Dour, Samarra, and Baiji. Its headquarters offices are in Tikrit.

· Al-Mosaned is a member of Sanabel Arab Microfinance Network. It reports its results to the mix market that allows it to benchmark itself against other MFIs in the MENA region and globally. It is also eligible to be a member of the Iraqi Microfinance Network (IMFN) when its re-registration is done.
· The MFI has 25 employees including 11 loan officers (two of whom are women).

· Vision: Sustainable Development of Poor achieved through need based socio-economic program interventions.

· Mission:  To improve the livelihood of the poor including women through quality microfinance services including Islamic micro loans. 

· It offers both individual and group lending methodologies for its loans. It has an outstanding portfolio of $2,637,395 with 2634 active clients (25% women) as of June 30, 2012. Since inception, the MFI has disbursed 7,279 loans amounting to $14,002,520 million as of June 30, 2012, to poor clients including women and youth. 

· The MFI has achieved operational and financial sustainability and reflects good performance with OSS of 179% and FSS of 146% as of June 30, 2012.  



	Observations 

	Recommendations

	· The Board is comprised of 5 members including two women.

· Members’ educational background is diverse in public and academic sectors and includes business administration, economics and agriculture. Female members were brought to the BOD for ease of communicating with women stakeholders and comply with the cultural practices of the area.

· The BOD chairperson is former USAID-Tijara employee who was in charge of overseeing the MFI and has good knowledge of microfinance. The other members include a doctor and a journalist. 

· Due to the presence of the former USAID-Tijara employee in BOD many of the challenges for effective governance are addressed.
· The members are committed and have diverse knowledge and skills to work well with the Chairperson.

· Four board members have attended training on governance workshop conducted by USAID-Tijara.
· The Board meets on quarterly basis and as needed and decisions are made in a consultative manner.
· The Board members come from regions of Al-Mosaned’s operations.

· Internal audit staff was recently employed and is being trained by the external auditor. The internal auditor will report to the board.

· There may be overreliance on BOD Chairperson.  

· One of the board members has not attended the governance training.


	· The remaining board member should attend governance trainings to be conducted by USAID-Tijara using best practice governance tool kit

· The board will be encouraged to increase its size by nominating at least two more members
· The Board membership should be expanded to seven members. Additional two members should be nominated by USAID—the major donor for Al-Mosaned. 

· The fifth board member should attend training on good governance and there should be further capacity building of the Board on best practices in microfinance and in resource mobilization and analysis of microfinance ratios & financial statements.

· Board members should participate in the upcoming conferences; the annual microfinance industry conference and the Sanabel conference. 

· The Board needs to take responsibility for hiring and monitoring of the Executive Management, conducting annual performance evaluation of senior management, reviewing and approving the MFI’s different policies and procedures, and working closely with the internal auditor to ensure that the management is following the MFI’s policies and procedures.
· The internal audit function should be set up with appropriate procedures to ensure its effectiveness in ensuring compliance with the policies and systems of the MFI.



	USAID-Tijara Partner MFI – Al-Tadhamun

	Background:

· Al Tadhamun (TDMN) was founded in 2008 with original funding from DAI and commenced microfinance operations in Tilkaif District in January 2009. Subsequently it received financial as well as technical assistance from USAID-Tijara to expand the program to other provinces. It currently operates from one main office and three satellite offices in the following areas: Mosul, Tilkaif, Al-Shirqat, Al-Shikhan. Its headquarters offices are in Mosul.

· TDMN is a member of Sanabel Arab Microfinance Network. It reports its results to the mix market that allows it to benchmark itself against other MFIs in the MENA region and globally. It is also a member of the Iraqi Microfinance Network (IMFN).
· The MFI has 21 employees including 8 loan officers.

· Vision: To achieve a better living standard for people with low income in a sustainable manner.
· Mission:  To become a leading microfinance institution in the region with the provision of quality financial services for poor including women and youth and provide these services in a fair, transparent and sustainable manner. 

· TDMN offers individual loans to clients as it works to achieve its mission of improving the lives of the poor. It has an outstanding portfolio of $1,379,576 with 1,023 active clients (5% women) as of June 30, 2012. Since inception, the MFI has disbursed 2,418 loans amounting to $5,159,690 as of June 30, 2012, to poor clients including women and youth. 

· The MFI has achieved operational and financial sustainability and reflects OSS of 135.1% and FSS of 118.3% as of June 30, 2012. TDMN is the smallest of the USAID-Tijara MFI partners in terms of assets but it has been showing good potential to expand with a growth of 26% in last twelve months.


	Observations 

	Recommendations

	· The MFI is managed by a Board of Directors (BOD) comprising seven members, including two women. They are highly educated and bring strong experience including accounting, business administration and engineering fields working in development, in NGOs and in Government.

· The BOD has developed good experience and knowhow of microfinance operations and it is proactive in providing leadership, guidance and policy direction to the senior management.
· The BOD has learned the business through experience and attending microfinance conferences and USAID-Tijara tailored Board governance trainings and workshops.

· TDMN completed the re-registration process successfully with NGOs Directorate.

· The Board formed a committee to evaluate the performance of the executive manager. Based on the findings, the Board terminated employment of the Executive Manager and recruited a new one that is performing well.
· Two of BOD members attended training on governance in workshop which was conducted by USAID-Tijara. 
· Board was involved in review of its existing mission and in developing its strategic business plan.

· The BOD meets on a monthly basis and decisions are made in a consultative manner.
· There is good understanding and communication of Board roles and responsibilities by management and board members.

· There is an internal auditing system and the auditor reports to the Board.

· Effective policies and procedures in different areas of operations.
· Although members have been exercising good governance practices, they are not strong in policy development and in financial performance analysis and have low understanding on resource mobilization processes. 

	· The new Board members should undergo the governance training program conducted by USAID-Tijara.
· There should be further training and capacity building of the Board in other important areas such as exposure to good governance, resource mobilization, risk management and analysis of microfinance ratios & financial statements so that they are able to monitor and also guide the senior management effectively.

· Board members should participate in the upcoming conferences; the annual microfinance industry conference and the Sanabel conference. 

· The Board should continue formation of sub- committees that take up responsibility for hiring and monitoring of the General Manager, conducting annual performance evaluation of senior management, reviewing and approving the MFI’s different policies and procedures, and working closely with the internal auditor to ensure that the management is following the MFI’s policies and procedures.



	USAID-Tijara Partner MFI – Al-Takadum

	background:

· Al Takadum, which in English means “to go forward”, was registered and commenced operations in Anbar Province in 2007. Its Governance and management structure is unique in that it has three autonomous branches which are located in each of the three Districts in Al-Anbar Province and operate independently. Apart from its registration as an NGO and a single governing Board of Directors, each branch operates with little interaction with the other two. It currently operates from three main offices and ten satellite offices in the following areas: Al-Qaim, Anah, Rawa, Al-Obadi Falluja, Amarya Al-Falluja, Al-Karma, Saqlawia Ramadi, Heet, Hadithah, Habanea, Rutba. The headquarters offices of each of the main offices are in Al Qaim, Fallujah and Ramadi.

· Al-Takadum is a member of Sanabel Arab Microfinance Network. It reports its results to the mix market that allows it to benchmark itself against other MFIs in the MENA region and globally. It is also a member of the Iraqi Microfinance Network (IMFN).
· The MFI has 107 employees including 44 loan officers (three of whom are women).

· Mission:  To contribute to the reconstruction of Iraq’s economy through increased access and provision of quality financial services to micro and small entrepreneurs of Al Anbar Province in a sustainable in a manner. 

· It offers both individual and group lending methodologies for its loans and is specialized in offering Sharia compliant Murabaha loans. It has an outstanding portfolio of $11,682,240 with 10,903 active clients (17% women) as of June 30, 2012. Since inception, the MFI has disbursed 27,320 loans amounting to $53,297,515 as of June 30, 2012, to poor clients including women and youth. 

The MFI has achieved operational and financial sustainability and reflects OSS of 128% and FSS of 108% as of June 30, 2012.


	Observations 

	Recommendations

	· The Board is comprised of nine members (including one woman), three each representing each of the three Districts of the MFI’s geographic operational areas in Anbar Province. The members are strong community leaders. 

· BOD chairperson is also the Chairman of Fallujah Local Council. 

· The other eight members are, Mayors, City Council representatives, Sheikhs and a businessman.
· Members’ educational background is diverse and they are independent thinkers with general management experience.  However, the members’ educational background is not related to microfinance of which their knowledge is limited.

· The Management is strong in microfinance knowledge and can guide the board on management of operations.

· The board has strong leaders who can manage and control Management as necessary to ensure adequate oversight of the MFI’s operations.

· Seven board members have attended training on governance workshop conducted by USAID-Tijara.
· The Board meets on quarterly basis and as needed and decisions are made in a consultative manner.
· There are three internal audit staff one for each of the three main offices in Al-Qaim, Fallujah and Ramadi. Each of these auditors reports to the board on their respective District Office and its operations.  

· There is Lack of coherent unified Board structure as members give more emphasis on issues of their own District Office operations.

· There is no central management to coordinate the operations of the three Districts’ offices; Board members that represent the three Districts have direct functional relationships with their respective District Office operations.

· The members do not have long term vision for the MFI.
· Two of the board members have not attended the governance training.


	· The bylaws should be revised to incorporate provisions to ensure the unity of Board and unified decision making process for the three main offices to be coordinated as one institution rather than as independent units.

· Responsibility of the Board should be limited to institutional oversight. Therefore the Board should establish and empower a central management to carryout management responsibilities and coordinate the consolidated operations of the three District Offices.   

· Members would also require training in preparing and managing the strategic business plan.

· The two board members who have not attended should attend governance trainings to be conducted by USAID-Tijara using best practice governance tool kit.

· There should be further capacity building of the Board on best practices in microfinance and in resource mobilization and analysis of microfinance ratios and financial statements.

· Board members should participate in the upcoming conferences; the annual microfinance industry conference and the Sanabel conference. 

· The Board needs to take responsibility for hiring and monitoring of the Executive Management, conducting annual performance evaluation of senior management, reviewing and approving the MFI’s different policies and procedures, and working closely with a central internal audit function to ensure that the management is following the MFI’s policies and procedures.
· The internal audit function should be set up with appropriate procedures to ensure it is working in a coordinated manner for the whole institution and to assure its effectiveness in confirming compliance with the policies and systems of the MFI.



	USAID-Tijara Partner MFI – Al-Thiqa

	Background:

· Al Thiqa was established by ACDI/VOCA in 2004 as a local NGO with original funding from CPA and commenced microfinance and SME operations in the North of Iraq. It is one of the leading MFIs in Iraq.It currently operates from eight main offices and five satellite offices in the following provinces: Kirkuk, Baghdad (Waziriya), Diyala, Ba'quba (Khanaqeen, Kifri, Kalar), Erbil, Dahuk, Sulayimaniyah, Al-Hamdaniya (Basheqa). Its headquarters offices are in Kirkuk.

· Al-Thiqa is a member of Sanabel Arab Microfinance Network. It reports its results to the mix market that allows it to benchmark itself against other MFIs in the MENA region and globally. It is also a founding member of the Iraqi Microfinance Network (IMFN).
· The MFI has 149 employees including 41 loan officers (seven of whom are women).

· Vision: To become the largest, most readily recognized organization providing inclusive, quality financial services to the poor in Northern Iraq.

· Mission:  To participate in rebuilding of Iraq’s economy by providing transparent financial services to micro and small enterprises and low income households in Northern Iraq. 

· It offers both individual and group lending methodologies for its loans. It has an outstanding portfolio of $33,721,018 with 15,240 active clients (17% women) as of June 30, 2012. Since inception, the MFI has disbursed 75,000 loans amounting to $218 million as of June 30, 2012, to poor clients including youth, women and vulnerable groups. 

· The MFI has achieved operational and financial sustainability and reflects exceptional performance with OSS of 305.4% and FSS of 194.1% as of June 30, 2012.  

· Al Thiqa was recently awarded a grant by USAID-Tijara for implementation of the IVGS initiative targeting vulnerable communities and has successfully utilized the grant for the target groups.


	Observations 

	Recommendations

	· Al-Thiqa has chequered history of Board development. Its Board has been dysfunctional since 2010. USAID-Tijara, in its operational assessment for Al-Thiqa conducted in 2011, recommended to put a qualified Board of Directors in place in consultation with USAID, Tijara and ACDI/VOCA (the organization that helped establish Al-Thiqa) to ensure good corporate governance.

· In April 2012, the General Manager appointed a Board comprising five members including a woman. All five Board members are well known to the General Manager. USAID, ACDI/VOCA and Tijara were not consulted prior to the Board nominations. The process and criteria of appointing the Board members is not known.

· The former chairperson of the Board, who is also a former ACDI/VOCA COP for Access to Credit in Northern Iraq project, has vehemently contested the appointment of the new Board. She has also questioned the General Manager’s authority to remove her and the other Board members.

· NGO Directorate is the only authority that registers the MFI Boards. It obtains clearance from the Iraqi Integrity Commission on each proposed individual member. Al-Thiqa’s new Board has not been registered with the NGO Directorate, and the former Board is still legitimately registered. If challenged, the decisions taken by the new Board would be considered without lawful authority.

· Four of the new members attended training on governance in workshop which was conducted by USAID-Tijara. 

· The members who participated in the governance workshop were very active and benefited from governance best practices discussed and from the experience of other local MFIs’ Boards members who attended. Knowledge gained from this workshop will help the members to provide leadership, guidance and policy direction to the MFI and its senior management. 

· On the positive side, the Board members appointed by the General Manager are highly educated and occupy good positions in different private sector organizations including a bank. The members bring to the Board diverse competencies. They also are based in different governorates where Al-Thiqa has lending operations.

· The Board meets on monthly basis and as needed and decisions are made in a consultative manner.
· The Board members come from regions of Al-Thiqa’s operations.

· There is good understanding and communication of Board roles and responsibilities by management and board members.

· There is a qualified internal auditing system and qualified staff.

· Effective policies and procedures in different areas of operations. 

	· We recommend regularizing the appointment of the Board by registering it with the NGO Directorate. In doing so, concerns raised by the registered Chairperson of the Board should be addressed. Reportedly, Al-Thiqa has ignored her protest and not responded to her emails.

· The Board membership should be expanded to seven members. Additional two members should be nominated by USAID—the major donor for Al-Thiqa. 

· Al-Thiqa should amend its by-laws to reflect recommendations on Governance for Iraqi Microfinance Institutions prepared by Tijara.

· There should be further training and capacity building of the Board through exposure to good governance, resource mobilization & analysis of microfinance ratios & financial statements.

· Board members should participate in the upcoming conferences; the annual microfinance industry conference and the Sanabel conference. 

· The Board needs to take responsibility for hiring and monitoring of the General Manager, conducting annual performance evaluation of senior management, reviewing and approving the MFI’s different policies and procedures, and working closely with the internal auditor to ensure that the management is following the MFI’s policies and procedures.

· The new board members should be vetted by USAID/Iraq and USAID-Tijara and also ACDI/VOCA as recommended by USAID-Tijara to ensure their independence from the executive and their professional competence and commitment to serve.


	USAID-Tijara Partner MFI – Amalkom

	Background:
· Amalkom is the youngest MFI in Iraq. It was established by CHF as an independent Iraqi NGO with funding mainly from USAID Tijara. 

· Amalkom started operations in January 2010 from its headquarters in Babil. Currently it operates in eight areas including, Hilla, Karbala, Najaf, Diwaniyah, Nassriya, Baghdad, Semawa and Basra. 

· Amalkom is a member of Sanabel Arab Microfinance Network. It reports its results to the mix market that allows it to benchmark itself against other MFIs in the MENA region and globally. It is also a founding member of the Iraqi Microfinance Network (IMFN).
· It has 47 staff members, of which 20 are loan officers including 12 female loan officers.

· Vision: To become a world-class, bank-like, microfinance institution that leverages its capital and is the leading provider of financial services to its target clientele in Iraq. 
· Mission:  to contribute to the overall economic revitalization of Iraq by helping male and female business owners, and salaried home owners, to strengthen and expand their businesses, stabilize their incomes, and improve their habitat and quality of life.  Additional to this for Amalkom is to contribute to the overall socioeconomic development in Iraq, by training, guiding and financing male and female business owners of small and micro enterprises to expand and develop their businesses, in addition to creating new job opportunities.

· The MFI offers both individual and group loans. It has an outstanding loan portfolio of $5,297,077 with 6,477 active borrowers (37% women) as of June 30, 2012. Since inception, it has disbursed 16,887 loans amounting to $17,139,150 as of that date. 

· It is operationally sustainable with OSS at 103.8% and it is making progress towards financial sustainability with FSS at 88.2% as of June 30, 2012.

	Observations 

	Recommendations

	· Amalkom Board was mainly constituted to fulfill the legal requirement to obtain registration from NGO Directorate. It lacks independence and mainly functions as a proxy for CHF management to keep the organization under the control of CHF. All BOD members are either CHF employees or advisors. 

· Originally, the Board comprised eight members. At the time of re-registration with NGO Directorate, one Board member was not cleared by the Integrity Commission and was removed from the board. Currently the BOD is comprised of seven members including one woman.

· The Board meetings are kept confidential and the minutes are not shared with USAID-Tijara. The Board also approved a management contract with CHF for a fee of USD 45,000 per year, In view of the fact that the board is controlled by CHF, its approval of the contract cannot be objective as it puts all the Board members in a conflict of interest situation.

· The management of the MFI (all seven of them) is also on the Board and therefore there is no separation of governance and executive roles.  

	· An independent Board comprised of individuals with appropriate background and experience should be appointed for separation of governance and executive roles. USAID, Tijara and NGO Directorate should be consulted in the process of selecting the new Board members. A USAID nominee should be inducted in the Board as well. 

· None of the Board members should come from CHF/ACSI to avoid conflict of interest situation. Only a minority of Board members should come from CHF’s other programs. Amalkom employees should also step down from the Board for the same reason.

	USAID-Tijara Partner MFI – Bright Future Foundation (BFF)

	Background:

· BFF was established by the Kurdistan Regional Government (KRG), which provided the initial funding with clear Mission and Vision statement with goals directed to poverty alleviation and job creation. It currently operates from three main offices and three satellite offices in the following provinces: Erbil, Dahuk, Sulaymaniyah, Koisnjaq, Soran and Rania. Its headquarters offices are in Erbil.
· BFF staff were hired and trained and policies were developed by CHF as part of a technical support contract.

· Since KRG is the main stakeholder the Vision and Mission of the institution is geared towards fulfilling the interests of KRG in meeting the stated mission of poverty alleviation in the KRG region.
· Vision Statement:  Attainment of a free economy that guarantees a decent life without poverty.
· Mission Statement: To improve the lives of those living below the poverty line, through access to affordable banking services that enable them  to build their micro, small and medium scale enterprises and thereby create a decent life without poverty and also contribute to development of the economy.

· BFF is a member of Sanabel Arab Microfinance Network. It reports its results to the mix market that allows it to benchmark itself against other MFIs in the MENA region and globally. It is a member of the Iraqi Microfinance Network (IMFN).
· The MFI has 59 employees including 20 loan officers (six of whom are women).

· It offers both individual and group lending methodologies for its loans. It has an outstanding portfolio of $6,568,213 with 4,286 active clients (24% women) as of June 30, 2012. Since inception, the MFI has disbursed 15,403 loans amounting to $38,364,932 as of June 30, 2012, to poor clients including youth, women and vulnerable groups.

· The MFI has achieved operational and financial sustainability and reflects exceptional performance with OSS of 94.2% and FSS of 85.9% as of June 30, 2012.  

· Recently BFF received a grant from USAID-Tijara under the IVGS initiative which targets Iraqi vulnerable groups.


	Observations 

	Recommendations

	· BFF is being governed by its own Board of Directors consisting of seven members, six males and one female.  The Board is independent from executive management and is comprised of members who are well qualified and experienced to effectively exercise oversight on the institution’s management.  Board members represent all three governorates of Kurdistan Region and have different types of specializations and are guiding the Management on the work strategy according to the work plans and proposals by the management and the field staff including implementation of the range of products that have been designed to satisfy the community needs. Members are qualified enough in communicating the Vision and Mission of the MFI. 

· Board chairman has good public relations especially with government officials.

· As per the by-laws, the General Assembly meets annually at the beginning of the year. The Board meets quarterly to review financial performance and outreach reports and implementation of policies and evaluates performance and achievements and discusses the action plans and guides management in order to meet the desired targets.

· The bylaws prescribe Board policy, election of members and their management and succession planning.

· BFF has an effective internal audit function headed by an experienced internal auditor who reports to the Board. The internal audit ensures compliance and is effective in its role and communications with the board and management and follows up on implementation of its recommendations. 

· Regular meetings are held with comprehensive records of meeting minutes.

· Two Board members and the executive manager participated in the governance workshop delivered by USAID-Tijara in June 2012. 

· The members who participated in the governance workshop were very active and benefited from governance best practices discussed and from the experience of other local MFIs’ Boards’ members who attended. Knowledge gained from this workshop will help the members to provide leadership, guidance and policy direction to the MFI and its senior management. 

· There is good understanding and communication of Board roles and responsibilities by management and board members.

· Effective policies and procedures in different areas of operations. 
· Inefficient knowledge and skill in microfinance best practices.

· Interpretation and profound assessment of financial report could be a challenge.

· There is no approved strategic business plan.


	· There should be further training and capacity building of the Board through exposure to good governance, resource mobilization and analysis of microfinance ratios and financial statements. 
· Board members who have not participated in Strategic Business Planning training should do so. 

· Board members should participate in the upcoming conferences; the annual microfinance industry conference and the Sanabel conference. 


	USAID-Tijara Partner MFI – Izdiharona

	Background:
· Izdiharona was established as a local microfinance institution by Relief International (RI) in 2008.

· Izdiharona commenced operations in June 2008. It currently operates from nine main offices and four satellite offices in the following provinces: Iskandarea, Kut, Sadda, Hilla, Najaf, Karbala, Amara, Basra, Sulaymaniyah and Baghdad. Its headquarters offices are in Sulaymaniyah.

· Izdiharona is a member of Sanabel Arab Microfinance Network. It reports its results to the mix market that allows it to benchmark itself against other MFIs in the MENA region and globally. It is a founding member of the Iraqi Microfinance Network (IMFN).
· The MFI has 75 employees including 34 loan officers (24% women).

· Vision: To provide financial services for needy people to generate more income.

· Mission: To help male and female business on an individual and group level to strengthen and expand their businesses, increase their incomes, and improve their quality of life, as well as to contribute to the Iraqi economy. 

· It offers both individual and group lending methodologies for its loans. It has an outstanding portfolio of $7,486,410 with 7,828 active clients (25% women) as of June 30, 2012. Since inception, the MFI has disbursed 30,645 loans amounting to $39,069,218 as of June 30, 2012. 

· The MFI has achieved operational and financial sustainability with OSS of 189% and FSS of 133.1% as of June 30, 2012.  

· The MFI was recently awarded three grants by USAID-Tijara for implementation of i) Poverty Lending Program using the Solidarity Group Lending methodology ii) IVGS initiative targeting vulnerable communities and iii) Women Lending Program for empowering and increasing support to women.



	Observations 

	Recommendations

	· The Board is comprised of six members, including one woman. MFI plans to expand the board with additional three members.

· BOD members have educational background and experience in business, finance and banking to adequately govern the microfinance operations. However, new members when appointed, will need to be familiarized with formal governance procedures through attendance at USAID-Tijara’s governance training.
· The BOD currently includes two local Iraqis from RI, the founding NGO. RI employees on the Board would be in a conflict of interest situation on matters of business between RI and Izdiharona.
· The members represent wide geographic areas of the MFI’s operations to ensure that all regional interests are addressed.
· The founding international NGO, RI has thus far maintained close oversight on Izdiharona operations.
· During the last board meeting, it was decided to cancel the affiliation agreement with RI since it violates the Iraqi laws and regulations. The board authorized the management to initiate a separation plan from RI in offices, staff, systems and assets. Izdiharona rented new offices for the HQ in Sulaymaniyah. Moreover, they have rented two new locations in Najaf and Karbala. All systems and staff were separated. Five out of six board members voted in favor of the cancelation.

	· The BOD members should attend the governance training conducted by USAID-Tijara.
· BOD is encouraged to proceed with its plan to add three new independent board members.

· BOD should consult with a lawyer and a legal advisor to review the consequences of any legal actions that might be initiated by RI which has objected to the separation plan and cancelation of the affiliation agreement.

· BOD should plan to have the next board meeting soon to discuss the latest development between RI and Izdiharona and to agree on an amicable solution to the separation of operations.


	USAID-Tijara Partner MFI – Talafar Economic Development Center (TEDC) 

	Background:

· TEDC was established in 2007 and commenced development programs, including microfinance operations in January 2008. Subsequently the microfinance operations were separated from the other development programs and TEDC MFI was mandated to focus on lending program. It received financial as well as technical assistance from USAID-Izdihar and Tijara and also from other donors to expand its microfinance program. It currently operates from one main office and four satellite offices in the following areas: Tallafar, Sinjar, Al-Eyadhiya, Al-Qahtania, Shimal. Its headquarters offices are in Tallafar.

· TEDC is a member of Sanabel Arab Microfinance Network. It reports its results to the mix market that allows it to benchmark itself against other MFIs in the MENA region and globally. It is a founding member of the Iraqi Microfinance Network (IMFN).
· The MFI has 27 employees including 13 loan officers (including one female loan officer).

· Mission:  To "augment access to finance for poor and entrepreneurial clients by offering them microfinance services in a simple, affordable, transparent and sustainable manner and strengthen their economic and livelihood patterns.”. 

· TEDC offers both individual and group loans to clients as it works to achieve its mission of improving the lives of the poor. It has an agricultural program that is helping small scale farmers in the Province. It has an outstanding portfolio of $5,605,861 with 4,803 active clients (11% women) as of June 30, 2012. Since inception, the MFI has disbursed 13,273 loans amounting to $27,739, 900 as of June 30, 2012, to poor clients including women and youth. 

· The MFI has achieved operational and financial sustainability and reflects exceptional performance with OSS of 385.9% and FSS of 294.0% as of June 30, 2012.

· TEDC has great potential to expand the program but it requires adequate loan funds as projected in its strategic business plan and therefore needs to carry out effective resource mobilization.



	Observations 

	Recommendations

	· TEDC is managed by a Board of Directors (BOD) comprising seven members. Three Board members have first degrees in engineering and law while one has a diploma in accounting and the other three have high school diplomas. The members are drawn locally from areas of TEDC operations and have diversified experiences.

· The members have strong network in the community and the Board chairman is a Sheikh. BOD has limited microfinance experience and capacity to understand the details of microfinance operation.

· Four of BOD members attended training on governance in workshop which was conducted by USAID-Tijara. 
· Board members also attended outside conferences    

· Board was involved in developing its strategic business plan.

· The BOD meets on a monthly basis and decisions are made in a consultative manner.
· One BOD member understands and can guide the others in review of financial analysis of MFI’s performance.
· There is good understanding and communication of Board roles and responsibilities by management and board members.

· There is an internal auditing system and the auditor reports to the Board.

· TEDC has effective policies and procedures in different areas of operations.
· In spite of the training attended by some BOD members, there is still need for BOD to learn more about the best practices of microfinance, policy development, resource mobilization and financial performance analysis processes. 

· The BOD relies very much on the Executive Manager and there is risk of poor governance oversight.

· Some members struggle with financial vs. social mission and need guidance in balancing this for MFI sustainability.

· Board lacks specific skills in financial performance analysis except for one member.

· There is no female representation on the Board.


	· The Board members that have not attended should participate in the governance training programs conducted by USAID-Tijara.
· There should be further training and capacity building of the Board in other important areas such as exposure to good governance, resource mobilization, risk management and analysis of microfinance ratios & financial statements so that they are able to monitor and also guide the senior management effectively. They also need knowledge in social performance and to balance social and financial mission of the MFI.

· Board members should participate in the upcoming conferences; the annual microfinance industry conference and the Sanabel conference. 

· The Board should form sub- committees that take up responsibility for hiring and monitoring of the General Manager, conducting annual performance evaluation of senior management, reviewing and approving the MFI’s different policies and procedures, and working closely with the internal auditor to ensure that the management is following the MFI’s policies and procedures.
· The BOD should be expanded to include female members for ease of communicating with women stakeholders and to comply with the cultural practices of the area. 



 Annex 2. Level of involvement, ability and         performance in executing key roles and responsibilities by the board
	MFIs
	Key Roles and Responsibilities of BOD



	
	Mission and Vision development, focus and preservation
	Board management and self-governance


	Executive oversight and management
	Policy development and approval Process
	Financial and Operational Oversight and fiduciary responsibilities
	Strategic planning and development

	1. Al Bashaer
	· BOD members support the Mission and Vision of the MFI. But, ensuring the development and adjustment of the Mission and Vision in response to a changing environment and growth of the institution may be a challenge since the need to respond to commercialization will require additional continuing education. 
	· MFI has bylaws prepared with the help of USAID-Tijara and as a requirement for registering the MFI with NGO office.

· Regular quarterly meetings are held and decisions are supported with minutes. USAID-Tijara representatives participate in drafting BOD agenda, writing minutes and providing guidance.in implementation of decisions. This is an area for BOD improvement. 


	· The CEO’s position in the BOD caused conflict of governance and executive roles.

· The presence of the CEO enables the BOD to make informed decisions.  


	· The bulk of the Policies and Procedures manuals were prepared with the help of USAID-Tijara experts. 

· Proposed Policy amendments are discussed and approved by the board at quarterly/Extraordinary meetings before being implemented. 


	· Members are provided with periodical Financial and Operational reports to enable them to execute their fiduciary responsibilities.

· The majority of members have relied upon the CEO and USAID-Tijara experts in analyzing the MIS reports.


	· In early 2011, USAID-Tijara provided technical assistance in developing the strategic business plan. A committee including Board members was formed to lead the preparation of the SBP.

· SBP is now reviewed and approved.

	2. BFF
	· Established with clear Mission and Vision statement with goals directed to poverty alleviation and job creation. Members are qualified enough in communicating their Vision and Mission statements.

· Since KRG is the main stakeholder the Vision and Mission of the institution is geared towards fulfilling the interest of KRG in meeting the stated mission of poverty alleviation in the KRG region. 

	· MFI has bylaws prescribing Board policy, election of members and their management and succession planning.

· Hold regular meetings, keep minutes and records.


	· Since they have clear mission and vision the goals are also set.

· Since BOD is running the institution monitoring the CEO is not a problem.


	· The BOD members have a good knowledge and ability of development and refinement of the institution’s policies and systems and procedures. 


	· Members are literate enough and have basic understanding of reports. However, interpretation and profound assessment may be a challenge.

· Governance and SBP preparation training has been recommended  
	· There is no approved strategic business plan.

· USAID-Tijara is assisting in developing the strategic business plan.

	MFIs
	Key Roles and Responsibilities of BOD

	
	Mission and Vision development, focus and preservation
	Board management and self-governance


	Executive oversight and management
	Policy development and approval Process
	Financial and Operational Oversight and fiduciary responsibilities
	Strategic planning and development

	3.TDMN
	· BOD has a good knowledge of what the institution stands for and its objectives. The BOD has the ability to represent the MFI and communicate its Vision and Mission.

· Members have reviewed the mission and vision statements as part of strategic business plan development with the assistance of USAID-Tijara microfinance experts.
	· MFI has bylaws prepared as requirement for registration with NGO office.

·  BOD meets on a monthly basis, with representation of USAID-Tijara for required coaching. 
	· With ongoing support from USAID-Tijara, Board members now understand operational assessment reports and are continuously enhancing skills to read and interpret financial statements.

· BOD was able to exercise its authority by terminating contract of the Chief Executive on the basis of poor performance.

	· BOD will be challenged to take charge of assessment and development of policy documents and additional skills will be required in this regard.
	· USAID-Tijara has been supporting in the development of the BOD capabilities to enable them fulfill their fiduciary and other responsibilities. Two members attended governance training and USAID-Tijara expert attends meetings and coaches the BOD in this effort.  
	· In early 2011, USAID-Tijara provided technical assistance in the Development of the Strategic Business Plan (SBP). A committee including Board members was formed to lead the preparation of the SBP.

· SBP is now reviewed and approved. 

	4. Al-Aman
	· Chairperson has the necessary knowhow and capabilities to adequately manage the BOD responsibilities.

· The rest of the Board members will need more training to enhance their skills in governance of MFI.
	· The MFI has bylaws which were amended recently as directed by the NGO office as part of the re-registration process applied to all MFIs. 

· The Board has a meetings procedure with agenda and minutes and follows up on implementation of decisions.  
	· Line of authority is respected; chairperson has good understanding of the distinction between BOD and MFI executive’s authority.

· BOD works with the executives in setting the goals and objectives and then approves at BOD meetings. 

	· Most policies are developed with the help of USAID-Tijara, Executive manager suggests modifications to policies and procedures and gets them approved by the BOD. 


	· Except for the chairperson, who has relevant MFI experience, other members need to enhance their skills in analyzing financial statements and making informed judgments.
	· The management with support of USAID-Tijara prepared the SBP which was subsequently approved by the Board for implementation. 

	5. Al-Takadum
	· The assignment of former USAID-Tijara staff as member of Board has helped a lot in mentoring the rest of the BOD members.

· Although BOD members have improved their skills they still need more training and coaching in governance of MFI operations. 


	· MFI has bylaws with provisions stating elections of BOD chairperson and BOD fiduciary responsibilities. 

· USAID-Tijara program manager prepares BOD agenda, writes minutes and reminds BOD on meeting schedules. USAID-Tijara’s trainings are designed to ensure the BOD is capable of fulfilling this responsibility before close out. 

	· The USAID-Tijara program manager supports the BOD in this role by actively participating in the Board meetings.


	· Board approved accounting, credit, and human resources manuals. BOD needs further training to critically review and recommend improvement of policies systems and procedures.


	· Financial and operational reports are presented to the BOD during meetings to evaluate performance of the institution.

· The USAID-Tijara Program Manager assists the BOD in clarifying analysis and performance for appropriate decisions.  
	· USAID-Tijara has scheduled assistance to develop the MFI’s Strategic Business plan. 

	MFIs
	Key Roles and Responsibilities of BOD
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	6. Al-Mosaned
	· The skills and know-how of BOD members is diverse. However, some members still need to enhance their governance skills for adequate and relevant contribution in the BOD meetings.


	· BOD was non-existent and no meetings were held until early 2010 when USAID-Tijara took the initiative to accept the MFI as one of its partners. 

· USAID-Tijara assisted in organizing subsequent meetings to help the MFI in improving its governance and in replacing inactive members.

· MFI has bylaws prepared as requirement for registration with NGO office.

	· Financial and Operational performance and assessment reports are presented during BOD meetings. 

· Chairperson, former USAID-Tijara employee, has good understanding of the performance assessment and analysis reports and has been helpful in clarifying the MFI’s performance.
	· As has been done with most MFIs, USAID-Tijara has actively been involved in the development and revision of the policies.  

· Level of understanding varies among the members; some are more active in leading the effort while others are continuously learning and enhancing their skills.
	· Not all BOD members have the same level of understanding and skills; hence decisions are guided by the few well trained and experienced members as others learn and improve their knowledge and skills for improved contribution in time.
	· With the help of USAID-Tijara, a team constituting BOD members and executives was formed to lead the development of SBP, which was completed and approved by BOD.

	7. TEDC
	· Board members have basic understanding of the Vision and Mission of the institution. Some of the members, given their educational background and experience articulate it better than others. 

· Some members tend to focus more on social mission and this adds diversity to the BOD’s decisions.
	· Board members meet on regular monthly basis. 

· The MFI’s bylaws allow members to open new projects, like building schools, with the profits they get from the MFI. However, USAID-Tijara recommended that surpluses must be utilized in expanding microfinance operations to attain financial self-sufficiency.

· It was subsequently decided to formally separate the MFI from the rest of TEDC SBDC operations. This will enable the MFI to consolidate its MF activities to attain the mission.

	· The MFI has a strong manager who works with the BOD in a coordinated effort in executing their roles properly.

· The BOD needs further training to develop adequate capacity to undertake its responsibility in setting goals and monitoring performance. Executive managers help set management goals and plans and these are subsequently approved By the BOD.  USAID-Tijara is emphasizing BOD skills in preparing and managing the Strategic Business Plan.

	· Most members need further training to adequately carry out their responsibilities in this area.

· Policies and Procedures manuals were prepared by USAID-Tijara and presented to BOD for approval. Amendments have been made to the policy documents and approved.
	· The member with accounting background has a good understanding of the MFI’s financial performance and guides the others in this function.

· Most members however, are more oriented in operational activities and contribute appropriately thereon.
	· In early 2011, USAID-Tijara provided technical assistance in developing the Strategic Business plan.

· The members had very limited role in preparation of SBP.
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	8. Al-Thiqa
	· As noted above under Annex 1, Al Thiqa has not had a functioning BOD. However, five new members, including one woman, were nominated and four attended governance training workshop by USAID-Tijara. 

· The nominated members have educational background and experience to adequately govern the MFI.

	· Four of the new members attended the governance training workshop and should be able to manage the MFI’s governance responsibilities for effective operations. The fifth member is scheduled to attend the next governance training by USAID-Tijara.
	· The governance training covers this function of the board’s responsibilities and equips the BOD members appropriately to adequately perform in this area.      
	· This area of governance is also covered appropriately during the governance training and BOD members that attend should be able to guide the rest of the board. 
	· This area of governance will also be covered appropriately during the governance training for adequate fiduciary oversight of the MFI’s operations.
	· This is an area in which the MFI has received much support from ACDI/VOCA, the founding NGO, and has a strategic business plan.

· The new board should be well equipped to implement the SBP after having attended the governance training workshop by USAID-Tijara. 

	9. Amalkom
	· As noted above under Annex 1, Amalkom does not have an independent functioning BOD as it is comprised of CHF employees who also carry out the management role for the MFI. 
	· Apart from lack of independence the board has the experience to carry out this function of governance.

· The board meets on monthly basis.
	· In view of the fact that the board is comprised of employees there is conflict in discharging the responsibilities of executive oversight and management. 

· Recommendation has been made for appointment of an independent board in order to separate performance of governance and executive functions.

  
	· This is another area where the board has adequate experience. However, since the board is not independent from its management role, it is not capable of managing any conflict of interest. 

· Recommendation has been made for appointment of an independent board in order to separate performance of governance and executive functions.


	· The board carries out this role as employees and cannot exercise adequate oversight in view of the conflict of interest as it is comprised of the MFI’s executives.  
	· This is an area in which the MFI has received much support from CHF, the founding NGO.



	MFIs
	Key Roles and Responsibilities of BOD

	
	Mission and Vision development, focus and preservation
	Board management and self-governance


	Executive oversight and management
	Policy development and approval Process
	Financial and Operational Oversight and fiduciary responsibilities
	Strategic planning and development

	10. Izdiharouna
	· As noted above under Annex 1, Izdiharouna has a recently expanded board comprised of members with diverse educational and background experience. 

· The members will need to be familiarized with formal governance procedures through attendance at USAID-Tijara’s governance training.
 
	· The Board was recently expanded and has the education and experience and is performing this function of governance.

· The board will need to be familiarized with formal governance procedures through attendance at USAID-Tijara’s governance training.
	· The Board was recently expanded and has the education and experience and is performing this function of governance.

· However, it will need to be familiarized with formal governance procedures through attendance at USAID-Tijara’s governance training.
	· The Board was recently expanded and has the education and experience and is performing this function of governance.

· The board will need to be familiarized with formal governance procedures through attendance at USAID-Tijara’s governance training
	· The Board was recently expanded and has the education and experience and is performing this function of governance. 

· The board will need to be familiarized with formal governance procedures through attendance at USAID-Tijara’s governance training
	· The MFI has developed its own strategic business plan which the board was involved in and will supervise implementation.

· The board will need to be familiarized with formal governance procedures through attendance at USAID-Tijara’s governance training.
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