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INTRODUCTION
Frans Verheeke, Chairman

“We are investing
from Mongolia to
Ecuador”
Chairman Frans Verheeke proudly looks back on the past 25 years.
Proudly, and not without some surprise at how far Incofin has come. “We
started out without a business plan and without any market research. But
I wanted to do something sustainable in, and for, developing countries.”
25 years later, with EUR 39 million in
capital, Incofin is smashing all records
in terms of capital growth. Incofin has
become a well-known player in the
world of microfinance. “At first, we
had to go look for institutions to invest
in. Now, they come to us,” says Frans
Verheeke.

Looking to make
an impact
“We started in 1992, and a year later
we already had our first branch in
Tanzania. We tackled all sorts of things
during those first years: from a nail
factory to a donkey hide tannery to
baby food. We invested (and continue
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to invest) in projects and institutions
that are economically viable, but
highly socially relevant as well: our
primary focus is on benefiting the local
population.”
In 2002, Incofin changed its strategy,
after a meeting in Cadzand. This
would be a crucial step for Incofin; it
was the beginning of its investments
in microfinance institutions. “This
allowed us to have a greater impact on
projects. We make sure microfinance
institutions are healthy and provide
them with guidance. This way we can
support a lot more projects.”

Bakeries and
motorcycles
A few years ago, Incofin made its first
investment in East Timor, one of the
poorest countries in the world, which
was in the throes of a devastating
civil war. “And yet we are there. This
is a project I am very proud of. It is
all about loans for initiatives like a
bakery or a motorcycle repair shop. We
provide Technical Assistance there as
well. This means that we pay specialists
to assist the microfinance institutions.
Plus we provide the best support we
can; that is the way to bolster the
institutions. And it makes things
safer for us as well.” Colombia is in
the spotlight as well this year. “It is a

country with a lot of opportunities,”
says Frans Verheeke. “And they have
great coffee,” he adds with a wink.
Over the years, Incofin has been able
to attract an ever-increasing number
of private investors. “I am looking for
people who want to do something
structural for developing countries, and
who are interested in both the social
and financial aspects. People with
social commitment, who don't just opt
for the most profitable investment.”
This year, Incofin is organizing a

“I am looking for
shareholders with
social commitment”

shareholder survey in an effort to find
out what motivates them. “We want to
get to know our shareholders better.”

Staying on
course
Frans Verheeke has been Incofin's
chairman from its inception. “As
chairman, I have to make sure we stay
on course. And I am a soundboard for
our collaborators as well,” he says.
I have experience in many of those
countries; One has to have basic
knowledge of what makes a country
tick. I still think that's fascinating,
because you get to see a broad
spectrum of human activities.”

Through the years, Incofin has always
held its own, despite the recent
financial crisis. “We are profitable,
which has allowed us to create buffers
simultaneously. We are very cautious:
we have insurance policies against
political risks and against exchange
rate fluctuations. Something is bound
to happen sooner or later, but if it
does, we will be prepared. And even
then, we will still hope to be able to
pay dividends.”
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Mission

1,791
shareholders in 2016

Incofin cvso invests in sustainable microfinance institutions (MFIs) in
developing countries which offer financial services tailored to small local
businesses and strive to promote significant social added value. The goal of
the fund is to help individual entrepreneurs to develop their own businesses
and improve their standard of living.

€ 60m
total portfolio

Incofin cvso’s
investment chain

49
MFIs

In 2016, EUR 6.9 million in new capital was acquired. On December 31, 2016,
Incofin cvso thus possessed a shareholders' capital of EUR 39.0 million,
paid up by 1,791 shareholders. In addition, Incofin cvso has access to
loans. These two sources are used to finance a total investment portfolio
of EUR 60 million. Incofin cvso invests this in MFIs, which offer small-scale
entrepreneurs a better future through financial services. In this way, the
fund generates both financial and social returns. Incofin cvso invested in

profit

3,394,698
micro-entrepreneurs

27 countries in 2016. Working through 49 MFIs, the fund thus aided 3,394,698
micro-entrepreneurs, of which 73% were women. The average loan amount
in 2016 was EUR 3,892.
investments in enterprises

6
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An interview with Guido Lamote,
Honorary Director and co-founder
of Incofin

“Development has
to grow out of the
enthusiasm of
the people”
Incofin's 25th anniversary is a suitable
occasion to look back to its earliest
beginnings. Where do the ideas come
from? How did Incofin originate?
We talked to Guido Lamote, one of
Incofin's founders.

Incofin's origins
Incofin's origins trace back to two different sources: the NGOs on the one
hand and the business community
on the other. For many years, Guido
Lamote himself was active in the NGO
ACT, whose primary objective was
growing local economies in developing
countries. Their projects were popular
and had a good success rate. The NGO
soon realized that, in order to ensure
its projects' sustainability, they needed
another area of expertise, namely
direct knowledge of the business
world, and that they had to abandon
its traditional gift-based structure. At
approximately the same time, a number of companies in Belgium realized

8

that there was a need for “cooperative
development” between companies in
Europe and in developing countries.
This was the spark for the plan to
establish something new: “The idea
was to establish an institution that
would assist small companies in developing countries in a business-like, yet
technical manner with advice, financing and services such as bookkeeping,
etc. That is what led us to start looking
for contacts in Belgium's business community.”
The result was a collaboration with
VDK Spaarbank (via its chairman
Frans Verheeke), followed in 1992 by
the establishment of Incofin, based
on the idea that mutually supportive
collaboration between NGOs and the
banking system had to be feasible. This
collaboration was a great success, says
Guido Lamote. “It must be because
VDK Spaarbank's history was actually
very similar: it too, emerged from the
social movements. Its history parallels
that of the NGOs very closely, and it
turned out to be a very good match.”

The first steps
and a second
wind
At first, a number of projects were
transferred from the NGO ACT to
Incofin. These projects included microfinance as a component, but not yet as
the central concept. Yet the changeover
proved to be less simple than anticipated: “We soon learned that switching
from a gift-based NGO to the mindset
of working with normal financing was
not that obvious a step in developing
countries. We really underestimated
the difficulty of establishing a twotrack policy where the two tracks work
together in a healthy manner.”

microfinance. That was undoubtedly a
good choice, that has developed quite
the success story.”

Incofin's unique
character
From the very start, Incofin's mission revolved around cooperative
development. The Honorary Director
emphasizes that development is not
something that is imported, but grows
out of the ambition and talents of the
people in developing countries: “The
basis of our success is our ability to
work with and provide resources to
people in developing countries who
make their own talents available to
society as a whole.”
Incofin is proving that quite a few
Belgians are committed to the idea of a
just world. It is precisely that openness
which is Incofin's biggest plus, Guido
Lamote confirms: “Incofin never insulated itself, but really opened all doors.
This enabled many others to jump on
the bandwagon as well, even if some of
them may not have wanted to invest a
great deal of energy themselves.”
In the Honorary Director's view,
Incofin's future is wide open: “You
can never assume that a certain organization or idea is not going to have to
be thoroughly rethought, renewed or
expanded over the course of 25 years.
Well, that is what Incofin has done,
and will continue to do in the future.”
Incofin has a bright future, in other
words!

In 2000, Incofin decided to abandon
the gift-based concept and try again.
Guido Lamote confirms that this
was an important moment in the
company's history: “That is when the
2 tracks were clearly separated and
Incofin started focusing strongly on
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Incofin in the world
Over the past year, Incofin cvso has invested in 12 new MFIs.
That makes a total of 49 MFIs in 27 countries. Its investment
portfolio currently totals EUR 60 million.

Credo

Kazakhstan

Crystal

Asian Credit Fund

Mongolia

Lazika Capital

ProMujer Mexico
Vision Fund Mexico

Mexico
AMC
Agudesa

Enlace

Guatemala

Optima Servicios
Financieros

Fundeser

Finca Nicaragua

Armenia

ProMujer Nicaragua

Kamurj

Haiti

Burkina Faso
ACEP Burkina SA

Colombia
Costa Rica

Azerbaijan

Kyrgyzstan

Azercredit

Kompanion

Nicaragua

Sonsonate

El Salvador

TenGer Financial Group

MiCrédito

Acme

SAC Integral

Credit Mongol

Georgia

Palestine

Pakistan

Faten

Kashf Foundation

Nigeria

Philippines

Lapo

One Puhunan

Opportunity Int

Mucap

First Finance

Côte d'Ivoire

Tanzania

Microcred (Côte d'Ivoire)

Akiba Commercial Bank

Ecuador
Banco D-Miro
COAC Jardin

NPFC

Cambodia
HKL
Kredit Cambodia
LOLC

Congo, DRC

Samic

I-Finance

Vision Fund Cambodia

East Timor
KIF

Espoir
Maquita Cushunchic

Peru

Bolivia
Banco FIE

Confianza SAA
Pacifico
ProEmpresa

Argentina
FIE Gran Poder

New investments in 2016
Existing investments
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Highlights for 2016

Incofin cvso:
stable growth
Like in 2015, Incofin cvso has
continued to grow during 2016. Its
portfolio increased by 15%, totalling
EUR 60.1 million at the end of the
year.
Once again, many investors, especially
private individuals, joined Incofin,
increasing the company's capital by
EUR 6.9 million. The addition of
300 shareholders brought their total
number to 1,791. The company's
equity capital grew to EUR 44.5
million (a 21.8% increase).
Incofin's profit for 2016 totalled a
respectable EUR 1.9 million, consistent
with a 5.3% return on average
subscribed capital. Of this amount, a
total of approximately EUR 0.9 million
is being paid to the shareholders as
dividends (2.5% of subscribed capital).
The balance is being reserved and
reinvested in Incofin's customers.
The 49 financial institutions in which
Incofin invests totalled approximately
3.4 million customers worldwide in
2016, compared to 43 institutions with
2.9 million customers in 2015.

12

Partial sale of
participation
in Banco FIE
(Bolivia)
A very remarkable transaction during
2016 was Incofin cvso's sale of part of
its participation in Banco FIE (Bolivia).
Incofin has been a shareholder in this
financial institution since 2007 and,
as such, has supported its growth.
Banco FIE has since grown from an
institution with 56,000 customers
in 2007 to one of the largest local
financial institutions in the country,
with 1 million customers. During
the same period, its loan portfolio
grew from USD 73 million (2007) to
USD 1.3 billion today. In 2010, FIE
(formerly FFP FIE) received its banking
license, which allowed the institution
to offer its customers a broader range
of services. In 2016, Incofin decided
to sell part of its participation to the
existing shareholders.

6 years of
technical support
to financial
institutions
included in
portfolio
Every year, Incofin cvso reserves a
budget of EUR 50,000 for technical
support to financial institutions
included in its portfolio. Six years
later, Incofin has used EUR 300,000 for
technical assistance, an amount that
went to support twelve microfinance
institutions spread out across all
regions where Incofin operates. Since
supported institutions are expected
to contribute co-financing, Incofin
was able to support them to the tune
of almost a half million Euro. The
technical projects are implemented
by specialized consultants selected by
Incofin for their expertise and their
familiarity with the area (language,
market, product portfolio).
Over the past six years, the most
significant support was provided in
the areas of risk management (33%
of resources deployed), management
of social performance (19%) and
transformation of financial institutions
(20%).

Impulse
Microfinance
Fund payment to
investors
In 2004, Incofin was involved
in the inception of the “Impulse
Microfinance Investment Fund”,
an institutional fund that was
established in the context of the UN
International Year of Microcredit.
The fund acquired a series of capital
participations in microfinance
institutions and made loans as well.
The fund was established in 2004 as
a closed fund with a term of 12 years.
Consequently, Impulse Microfinance
Investment Fund was terminated in
2016 and its investors were repaid.
The fund's results were outstanding.
A total of 143 investments were
made in 29 countries, four of which
were major capital participations in
financial institutions (in India, Bolivia,
El Salvador and Nigeria). Over its
lifetime, the fund invested EUR 142
million, with investors receiving an
average annual return of 5%.

Fairtrade Access
Fund reaches
cruising speed
Incofin is one of the founding
shareholders of the “Fairtrade Access
Fund”, which provides financing
to farmer cooperatives bearing the
Fair Trade label. This fund reached
cruising speed in 2016: it reached
a total portfolio of USD 30 million
and became profitable for the first
time since its inception in 2012. Since
then, it has made USD 82 million in
loans to 38 organizations that work
with a total of over 188,000 farmers.
These organizations are spread across
16 countries and cultivate 10 different
crops (including coffee, cocoa and
quinoa).

Remarkable new projects for 2016
included Faten in Palestine (HR policy
and social performance) and ProMujer
in Nicaragua (risk management
and improvement of operational
efficiency).
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New customers in
Incofin cvso’s portfolio
EL Salvador
AMC
Offices: 14
Employees: 149
Customers: 13,023
AMC is an NGO MFI with over 15
years’ experience providing financial
service loans to small entrepreneurs
in El Salvador. The institution focuses
on productive loans, offering a range
of products to meet the needs of
its target market (small/mediumsized businesses, farmers, young
entrepreneurs, group financing for
women). Additionally, its portfolio
includes miscellaneous savings
products, money transfer services and
renovation loans. Although AMC is
present throughout El Salvador, it is
most visible in the country’s Eastern
region. AMC’s growth initiatives are
supported by the loan from Incofin
cvso.

Enlace
Offices: 11
Employees: 250
Customers: 44,090
Enlace is a Salvadorean MFI that got
its start in 2002 providing financial
services to small entrepreneurs.
The institution has an extensive
portfolio of loan products (for
groups, individual customers and
agricultural businesses). In keeping
with its religious background, Enlace
maintains social programs developed
in communities where Enlace operates.

14

The institution currently serves more
than 44,000 customers, most of whom
are women (80%).

Cambodia
First Finance
Offices: 4
Employees: 75
Customers: 2,299
Founded in 2006, First Finance is the
first and only institution in Cambodia
that provides micro-mortgages. The
company’s social mission is highly
relevant in Cambodia, which seeks
to bolster low-income Cambodian
families’ economic stability by
providing them the opportunity to
own their own homes. First Finance
targets financially excluded and
underprivileged customers in (sub)
urban areas, pursuing a balance
between the need for profitability and
strengthening the Company’s social
foundation.
The institution has a total portfolio of
USD 19 million and a customer base
of 1,595, 97% of whom are first-time
home owners. The USD 1 million loan
from Incofin cvso has enabled First
Finance to further expand its portfolio.

Its rural presence is limited, however,
by the fact that most of its branch
offices are located in urban areas.
KF has accumulated a considerable
portfolio to support its operating costs.
Despite its growth, the institution has
been able to maintain the high quality
of its assets, as evidenced by its low
rate of payment delinquency. Its loan
portfolio has grown considerably since
March, 2016 due to the addition of
several new branch offices.

Nicaragua
Fundeser
Offices: 23
Employees: 320
Customers: 20,352
Financiera Fundeser is a prominent
rural “Non-Bank Financial Institution”
in Nicaragua. It is an innovative
financial institution with strong social
focus and a regional background. Its
primary mission is to support the
agricultural industry, more particularly
small farmers in the country’s
rural areas. The institution seeks to
contribute to the advancement of
thousands of Nicaraguan families by
offering specialized financial services
to small rural entrepreneurs in the
production, commercial and cattle
sectors.
Financiera Fundeser started its activities
in October, 2014, after all required
approvals had been obtained from
the country’s financial supervisory
authority. A spin-off from Fundeser,
Financiera Fundeser has three other
investors: RIF II, ASN Novib (managed
by Triple Jump) and KCD (managed
by Bank im Bistum Essen). Although
Fundeser currently operates in only a
limited part of its potential market, the
loan from Incofin cvso will enable the
institution to continue its growth.

Côte
d’Ivoire
MiCrédito
Offices: 10
Employees: 98
Customers: 7,036
MiCrédito is a relatively small niche
player in northwestern Nicaragua
that was founded as an NGO in
Managua on July 1, 2004. The current
management team and its partner, the
Mennonite Economic Development
Associates (MEDA), a Canadian
religious organization focused on
helping developing countries, have
been involved in microfinancing in
Nicaragua since 1990 via Fundacion
CHISPA. At the time of MiCrédito’s
inception in 2004, the CHISPA had
10 branch offices, 70 employees and a
portfolio totalling approximately USD
2 million.
MiCrédito, therefore, is a spin-off of
the CHISPA program that specifically
targets Nicaragua’s underdeveloped
rural market.

The loan is Incofin cvso’s way of
further supporting the institution in
its growth.

Pakistan
Kashf Foundation
Offices: 188
Employees: 2074
Customers: 230,308
Kashf Foundation (KF) was founded
in 2007 as a public company with
limited liability. The foundation is
licensed as a non-profit organization
under article 42 of the Companies
Ordinance of 1984. KF aims to
fight poverty and provide economic
opportunity for women by providing
them with microloans. The institution
also provides non-financial services
in the form of training, targeted at
both customers and their personnel.
Headquartered in Lahore, the
institution operates 188 branch offices
strewn across Pakistan’s four provinces.

Microcred Côte d’Ivoire
Offices: 14
Employees: 491
Customers: 26,508
Côte d’Ivoire’s leading “Non-Bank
Financial Institution”, Microcred Côte
d’Ivoire (MCCI) is showing strong
growth in urban and rural areas alike.
The MFI is currently taking advantage
of Côte d’Ivoire’s strong economic
growth now that the country has
recovered from its recent political crisis
and economic slump.
As per December 31, 2016, the
MFIs outstanding loan portfolio
totalled USD 107 million. The MFI
is supported by an experienced
international network of reputable
international and local shareholders.
MCCI uses the best international
practices for microfinance and, being a
member of the MicroCred Group, has
access to this international network’s
resources and technical capabilities.
The institution’s product range
includes
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both individual loans and savings
products and it has a well-developed
social performance framework.

Philippines
One Puhunan
Offices: 110
Employees: 1,080
Customers: 135,564
One Puhunan received a loan in the
amount of USD 1 million from Incofin
cvso to help finance its loan portfolio.
One Puhunan aims to be a leading
provider of specialized financial
services for small entrepreneurs in
the Philippines. Its goal is to serve
approximately 1 million families by
2020. After two years in business,
the MFI has grown its portfolio to
an impressive USD 14.7 million by
serving 135,564 customers through
110 branch offices located throughout
the Philippines.
One Puhunan focuses on areas
populated by underprivileged selfemployed people who own or co-own
existing businesses. These customers
earn between USD 2 and 7 per day.
One Puhunan’s mission is to promote
these small-scale entrepreneurs’
economic advancement by providing
them with specialized financial services
in a fair, transparent, efficient and
sustainable manner.

Colombia
Opportunity Int
Offices: 12
Employees: 258
Customers: 12,083
In 1976, two visionary leaders, Al
Whittaker and David Bussau, each
founded their own organization
to combat the hunger and poverty
afflicting people worldwide. Operating
on different continents, they both
searched for a solution that would
change people’s lives while avoiding
creating dependency.
Years later, united by the same goal,
they merged their organizations into
Opportunity International. This was
in 1988; in 2012, they established a
subsidiary in Colombia. Thanks to the
diversity of its programs, Opportunity
International currently serves 12
million people in Africa, Asia, Eastern
Europe and Latin America with a
broad assortment of financial services
and business courses. Microfinance
represents an important part of this
network’s various activities.

training programs (financial education,
women’s emancipation, health) and
basic healthcare services.
After a few years of limited growth,
ProMujer Mexico aims to accelerate its
momentum using the loan it received
from Incofin cvso.

Vision Fund Mexico
Offices: 15
Employees: 264
Customers: 32,328
This institution is part of the Vision
Fund (World Vision) network that
operates in Latin America, Africa,
Asia, Eastern Europe and the Middle
East. Vision Fund Mexico (VFM) is an
institution that has over 20 years of
experience and focuses specifically on
group loans. It has more than 32,000
customers, the vast majority of whom
(over 80%) are women from rural
areas and from the lowest social strata.

Costa Rica
MUCAP
Offices: 36
Employees: 335
Customers: 14,890
This institution, which was founded in
Costa Rica on September 21, 1970, has
more than 20 years of experience, with
a strong emphasis on social housing.
Ever since its inception, MUCAP has
been attempting to solve the country’s
housing problem by promoting
savings products and attracting local
and international investment. Through
its offerings of products and services
and its network of 36 offices, MUCAP
attempts to provide housing solutions
for thousands of families.
The loan from Incofin cvso will ensure
the institution’s continued growth.

In addition to providing loans, VFM
also makes a considerable effort to
combine its existing financial services
with customer training in the areas of
financial literacy and entrepreneurship.

Mexico
ProMujer Mexico
Offices: 31
Employees: 298
Customers: 39,447
This institution, which is part of the
ProMujer network that operates in
countries including Mexico, Nicaragua,
Peru, Bolivia and Argentina, focuses on
providing financial services (primarily
group loans), financial education and
other support services (e.g. health
consultations) to women at the base
of the pyramid.
ProMujer has been operating in
Mexico since 2001, and now serves
approximately 40,000 women
through both financial services and
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Our history
25 years of microfinance
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1993

1995

2001

2000

2003

1996

2004
2007

2008

2009

2010
2011

Starting capital: BEF 5,000,000
(EUR 123,946).
The company's 1992 brochure reads:
“VDK Spaarbank, ACT and DISOP
aim to participate with Incofin in the
risk taken by local partners and small
entrepreneurs in the third world.
Incofin wants to give more SMEs the
opportunity to get off the ground and
simultaneously improve their chance
at success. Since Incofin will be a fellow shareholder, the risk will be borne
jointly.”

1993
Inception of “local subsidiaries”
Incofin Tanzania, Incofin Guinée and
Incofin El Salvador.

Incofin establishes a corporate center
in Arusha (Tanzania), which develops
a credit fund. This credit fund is later
absorbed into Akiba Commercial Bank
and paves the way for the opening of
a new branch in Arusha. Today, Akiba
Commercial Bank is one of the most
important microfinancing banks in
Tanzania.

1996

1995

1997

Inception of “local subsidiary” Incofin
Guatemala.

Inception of “local subsidiary” Incofin
Paraná Participaçoes (Brazil).

Incofin Guatemala establishes the
Fundea microcredit program, which
has since grown into one of the
largest microfinance institutions in
Guatemala.

Inception of “local subsidiary” Incofin
Uganda.
During 1997, Incofin Uganda's
achievements include the establishment
of agricultural company Naseco, which
is one of the largest seed companies in
East Africa today.

2000

Hiring of a Manager – North (Mieke
Winne) and a Manager – South (Loïc
De Cannière), the latter of whom is
promoted to Executive Director in
2001.
Incofin's offices are moved to
Sneeuwbeslaan 20, Antwerp.

2001
Promotional campaign to attract fresh
capital from investors. The company's
capital doubles to BEF 36,308,972
(EUR 900,075).

An important year that brings a new
course.

Incofin co-founds Ex-Change
(an association specialized in the
deployment of experts) and assumes
its administrative functions.

New shareholders are added
and Incofin's capital grows to
BEF 19 million (EUR 471,200).
A collaboration with Company
Partnership Plan is initiated.

Geert Peetermans and Rita Van den
Abbeel join the Incofin team, which
now consists of four people.

2002
The Board of Directors organizes
its first two-day strategic meeting in
Cadzand, which henceforth will be
held every two to three years. Seven
Board of Directors meetings are held
between 2002 and 2017.

2003
To lower the threshold for private
investors, Incofin issues split shares
valued at 1/20 of a full share. Over
the course of one year, this attracts 70
private shareholders.
Three shareholders (Volksvermogen,
VDK Spaarbank, VKW (now: Etion))
and BRS decide to provide structural
support to Incofin cvso for a period
of five years (2003-2007). The Gillès
Foundation supports Incofin as well.

Incofin acquires a participation in
Akiba Commercial Bank (Tanzania)
and transfers Incofin Tanzania's credit
fund to the bank. At this point, the
bank has 23,865 customers.
Incofin is one of the first external
investors to provide a loan to Centre
Nako Diabaté in Guinea, which today
is the largest private educational center
in Guinea-Conakry.
Incofin acquires a participation in
the MFI Confianza (Peru), which
today (under the name Financiera
Confianza) is one of the country's
largest microfinance banks (with
participations by BBVA and IFC). At
this point, the institution has 9,705
customers (a number that has since
grown to 207,000).

2015
2012

2005

August 27, 1992

Incofin 2016 Annual Report

2002

2006

Incofin is founded by VDK Spaarbank
NV, ACT VZW and Disop VZW.
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2004

2007

Incofin is the very first external investor
to provide a guarantee to MFI Wasasa
(Ethiopia), today one of the country's
largest MFIs (microfinance institutions).

Incofin launches the Rural Impulse
Fund I investment fund jointly with
EIB, IFC, FMO and BIO. The fund
totals USD 38 million.

Incofin establishes Impulse
Microfinance Investment Fund, an
separate investment fund managed
by Incofin that invests in MFIs with
loans and venture capital and targets
institutional investors. The fund is
established for 12 years and grows to
EUR 47 million in multiple steps.

2005
Incofin invests in Lapo (Nigeria).

2006
Incofin acquires a participation in FIE
Gran Poder (Argentina).

For the first time in its history, Incofin
pays a dividend of 1% of share capital. Over the subsequent years, the
dividend steadily increases to 2.5%,
where it has remained since 2012.

2008
Crisis in the financial sector.
Incofin cvso stands firm.

2009
Incofin invests in ACME (Haiti). The
island was rocked by a severe earthquake on January 2, 2010. Incofin
organizes a large sponsor campaign
to help ACME and its customers. The

campaign, which is supported by
the Flemish government, raises EUR
171,000.
In collaboration with its management, Incofin cvso establishes separate fund manager Incofin Investment
Management (Incofin IM), whose team
will henceforth manage Incofin cvso's
investment portfolio.
Effective 2009, private individuals subscribing to Incofin cvso's shares qualify for a tax credit. This causes hefty
increases in both the portion held by
private individuals as well as in Incofin
cvso's capital.
Incofin's investments in Nicaragua
experience difficult times. The
Nicaraguan MFIs face repayment
problems due to the rise of the
“Movimiento de No Pago”, a powerful debtor movement. Nevertheless,
Incofin cvso weathers this crisis.

2016

2017

2014

2010

2014

Incofin IM launches Rural Impulse
Fund II, a fund totalling EUR 120
million.

Incofin cvso participates as a
co-founder in FPM SA, a Congolese
investment fund for Congolese MFIs
and financial institutions.

2011
For the first time, Incofin cvso sets
aside a budget of EUR 50,000 for
Technical Assistance earmarked for
support for MFIs looking for expertise
to improve their products and processes.

2012

2015
Incofin cvso has a very successful year:
360 new shareholders are added and
its capital grows by EUR 6.9 million.
For the first time in Incofin's history,
its balance sheet total exceeds EUR 50
million.

On April 25, 2012, Incofin cvso celebrates its 20th anniversary at De
Bijloke in Ghent, an event attended
by Princess Mathilde.

Incofin IM launches investment fund
agRIF.

Incofin cvso invests in the Fairtrade
Access Fund as a founding member.

Incofin cvso sells a number of capital participations (Banco FIE in
Bolivia and Akiba Commercial Bank

2016

in Tanzania) in which it was a major
shareholder for more than ten years,
at a profit.

2017
Incofin celebrates its 25th anniversary!
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Geert Peetermans,
Chief Investment Officer
Chief Investment Officer Geert Peetermans fondly looks back on the past
years at Incofin. A lot has changed in the organization during this period,
and as he sees it, Incofin is at a crucial moment with an eye to the future
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“We still want to push
a lot of boundaries”

as well.
Geert Peetermans could always clearly
see Incofin's evolution reflected in
his job: “I started at Incofin 15 years
ago, when there were just three of us.
At first, I mainly kept busy developing investment activities. Gradually,
I ended up supervising a team, and
several regional offices were added
that report to me as well.” Those
regional offices are a big plus, the Chief
Investment Officer confirms: “These
people are close to our customers, in
the same time zones, which allows
them to maintain very frequent contact
with them.”
Another positive aspect of Incofin's
growth is the ability to hire more specialized people: “We now have lawyers,
investment managers with a commercial mindset and people who help
estimate risk; all of those things used
to be handled by just a few people.”

Weighing the
pros and cons
Incofin's growth also allows us to
accept bigger projects. In all projects,
both the social and the financial
aspects remain very important, Geert
Peetermans emphasizes: “Institutions
must a) be sustainable and meet certain profitability criteria and b) satisfy
our social requirements. We have
designed a scoring model for both. The
financial part is fairly obvious: we look
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at how the balance sheet is structured,
profitability, etc. The social aspect is a
different matter: we look at whether
the products being developed meet
clients' needs; we examine the organization in the area of personnel, check
how the customer is protected against
abuses, etc.” All of these elements are
carefully weighed prior to any investment being made. This selection process has been fine-tuned over the past
few years as well. One of the most
significant improvements in this area
must have been the establishment of
our regional offices in India, Southeast
Asia, Africa and Latin America.

“There is so much
left to do.”

we have continued our support and
helped it develop into a large, stable
player in the market.”

New paths
Many good things have been accomplished over the past 25 years thanks
to the microfinancing formula. Geert
Peetermans makes sure to emphasize
that this will not necessarily continue
to be the path for Incofin in the future,
however: “We have accomplished a
great deal using the microfinance formula, but are now at a point where
the growth we are seeing appears to
be losing its strength. Then again, the
expertise we have gained in microfinance can be put to good use in other
domains as well. In those developing
countries, it's all about the future.
There is always more to be done, and
that has since become our people's
vision. That presents lots of opportunities and potential.”

Love of Peru
There was one project during those 25
years that Geert Peetermans remembers in particular: an institution named
Financiera Confianza in Peru. “This is a
typical Incofin story, really. We found
this institution very early on and made
our initial investments. Over the years,
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Incofin Colombia gives
small coffee farmers a boost
Our visit to Colombia starts in crowded Bogotà, where Incofin's Latin
American office is located. This is the beginning of a reporting trip meant
to show us how Incofin's investments are becoming a reality in the field.
A good 4 hours' drive from Medellín, in the northern Andes, we make it
to the Cooperativa de Caficultores de Andes. Here, we will talk to not
only director Juan David Rendón and his staff, but with a number of
coffee growers as well, who – thanks in part to Incofin's investments in their
cooperative – are fighting their way out of poverty and underdevelopment
to a successful, sustainable form of entrepreneurship from one generation
to the next.

David Dewez and Lia Gonzalez of Incofin Colombia with Juan David Rendón of Cooperativa de Caficultores de Andes

Incofin's activities have fanned out in
all directions over the past quarter century. Today, the organization is present
all over the world, making investments
and providing advice. Keeping all of
these activities under control required
establishing local branch offices. One
of these is located in Colombia, which,
consequently, evolved from being a
“far away country” to being an actual
Incofin cvso station. From Bogotà, the
twelve associates of the Incofin office
travel back and forth across the entire
South American continent, looking for
opportunities, guiding current investments and offering technical advice
where needed. The topic is not always
microfinancing, says David Dewez,
who goes way back to the time when
Incofin still managed all of its activities
from Belgium. He is now responsible
for Incofin's activities in this part of
the world.
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David Dewez

Telling numbers

“I have been with Incofin for ten years
now,” says David Dewez. He is of
mixed descent: half Belgian and half
Bolivian. “That is a plus in my work.
I am fluent in Spanish, but also speak
French, some Dutch and English, of
course, which allows me to directly
contact Incofin's various customers and
partners in this part of the world. Even
within the office here in Bogotà, multinationality is an important factor. Our
twelve employees cover four nationalities, no less: there is a Dutchman,
a Honduran, Ludovica is Italian, etc.”

Covering half the world with a staff of
twelve is no small feat. David Dewez:
“Note that with the Latin American
portion of the world, we are responsible for about 40% of Incofin cvso's
global revenue. But in terms of the
number of “investees”, we cover 60%
of the total! The average investment
per organization equals approximately
USD 2 million. That number is around
3 million in Asia and Central Europe.
The bottom line is: we work very hard
here in Latin America, and make a sizeable contribution to Incofin's results.”

Fairtrade
Access Fund
(or “FAF”) was established in
2012 to provide financing to
farmers' cooperatives with the
Fair Trade label. The fund seeks
to improve small farmers' access
to their markets in addition to
financing of the cooperatives'
long-term investments (in infrastructure, equipment, plants).
Incofin cvso was co-founder of
the fund and provided USD 750
million of its starting capital.
The fund totals USD 30 million
and has already provided loans
to 38 organizations, including
Cooperativa de Caficultores de
Andes.

25

25

Incofin 2016 Annual Report | Focus on Colombia

with Incofin's long-standing worldwide
model for controlling its risks and safeguarding its returns.”

Varying mix

Whether an organization makes a good
investment for Incofin is determined by
its direct impact on the quality of life and
opportunities for growth and development.

Microfinance
and agrofinance
“Microfinance is not necessarily the
norm in Colombia and the surrounding countries in the region,” says
David. “In the coming days, we will
visit a typical example of our operations in these parts. The Andes coffee
cooperative, owner of the delosAndes
coffee brand, receives investments
from Incofin through the Fairtrade
Access Fund intermediary. Incofin IM
is the fund's administrator and Incofin
cvso is one of its founding members
(along with Grameen Foundation
and Fairtrade International) – not a
complex structure, therefore. As long
previous interviews and interim inspections show us that the investments we
are supporting here for Incofin are
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contributing to better lives and more
development opportunities, we don't
really care that much whether they are
being used for microcredit or for other
forms of support that can improve the
lives of small farmers and entrepreneurs. The end result – the “impact”,
in our jargon, i.e. the direct effect on
the quality of life and opportunities
for growth and development – is what
determines whether an organization
represents a good investment for
Incofin. The investment vehicle itself
is not a significant criterion. Some of
Incofin Colombia's files, therefore, are
microfinance files, others are agroinvestments, often combined with technical assistance. Of course, internal
rules and procedures are observed
very strictly for all types, in accordance

The varying mix of activities at Incofin's
Colombia office is reflected in its internal structure. There is an Agrofinance
team, a microfinance team, somebody
is specifically involved in “equity”
(whenever Incofin acquires a share
participation in a partner), etc. And
everybody is traveling constantly.
“We all spend 30 to 40 percent of our
time on the road,” says David Dewez.
“That can be difficult at times, but
this is about more than financing; it is
about social impact as well, and that is
the big motivator for all of us working
here. To be clear: the financial aspect
continues to be important. We are not
an NGO. A proper profit margin is
an important motive for every link in
the chain. Incofin wants a return on
its investment, as do partners like the
Cooperativa de Caficultores de Andes
and the farmers and micro-entrepreneurs at the end of the chain. Nobody
works for free, and viable entrepreneurs are primarily focused on making
a profit in the end. That entrepreneurial spirit is the clearest explanation for
the success of microfinance and direct
impact investing versus conventional
cooperative development!”

Agrofinance has
potential
David Dewez is convinced that impact
investing has a great deal of potential,
especially in Latin America. Incofin
has considerable competition in the
area of conventional microfinance on
this continent; quite a bit less in agrofinance, however. “A sizable number
of players, including large banks, do
microfinance these days, although I
wonder whether they all really have
the same dual objective we do. Incofin
always seeks to link financial and
social returns on investment: everyone

should benefit from our investment,
up to and including small producers.
This is what we refer to as a “double
bottom line”. Achieving a financial
profit is just one of the intended outcomes. This is why I make no great
distinction between agrofinance and
microfinance: when you look at the
two side by side, there isn't that much
difference. Whether the intermediary
is an MFI or a cooperative like the
Cooperativa de Caficultores ultimately
makes relatively little difference to the
small farmer or entrepreneur.”

Lia Gonzalez
Lia Gonzalez is responsible for
the Agroinvestment team at Incofin
Colombia. Her focus is on cooperatives
like the Cooperativa de Caficultores de
Andes, which we visited in the context
of this annual report. “For Incofin, I
often support loans to organizations,
like cooperatives, which, in turn, collaborate with small producers. The best
part of my job is direct contact with
the people at the end of the investment
chain,” says Lia. “In one of my previous jobs, with the Clinton Foundation,
I spent much of my time working at
a desk, financially/technically speaking. At Incofin, I literally head into
the field, I get to see all players in an
industry, and develop relationships at
all levels – from the investment partner's CEO up to and including the
small producers working the fields.
That's the way to learn what impact
investing really means!”

Colombia…
Safe and bustling
with development
Colombia is haunted by a number of stubborn
prejudices, David Dewez knows. “Since US
President Nixon's war on drugs, this country has
been through many years of war and destruction.
The consequences weighed heavily on us: drug
trafficking on the one hand and the FARC's
guerrilla war on the other were directly linked to
US interference. Fortunately, the past ten to fifteen
years have changed Colombia for the better. This
country is now one of the safest in the region.
Tourists can move around freely, and economic
development has come farther than in many
other countries surrounding us. Unfortunately,
we are not yet rid of our past reputation, but
that is unjust.” At any rate, the numbers bear
David Dewez out: Colombia is bustling with
development and tourism is growing by leaps
and bounds as well. More and more people are
discovering Colombia as a beautiful country, while
the Colombians are showing themselves to be hard
workers fast-tracking their country toward progress.
For years now, economic growth has hovered
around 3%. The forecast for 2017 is 2.4%; for 2018
it is a whopping 3.1%.
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Coffee in Andes (Antioquia):
a matter of generations

The Cooperativa in numbers
SIZE OF THE AVERAGE FARM

The Cooperativa de Caficultores de
Andes has a dual objective. “We want
to simultaneously help our members
and their families grow and develop
our region,” says CEO Juan David
Rendón. “We guarantee minimum
prices, invest in technical development and in our members' education – especially that of the younger
generations.” The latter aspect is very
important to Juan David. “I myself am
the descendant of a family that spans
four generations of coffee farmers,” he
says. “So I know only too well what
it means when your sons or daughters cannot succeed you: it means
all of the work that came before is
essentially lost. That is what we are
fighting, because it impoverishes our
region. When the younger generation
stops working on what their parents
built, everything grinds to a halt and
no further development is possible.
Our Nueva Generación educational
program specifically seeks to educate
the younger generation (by providing
financial support) and prepare them

to take over their parents' farms. At
the same time, this education aims to
immediately professionalize them as
well; this is achieved through another
program, Cafeteros Contectados. The
sons and daughters of current coffee
producers must learn a broad spectrum
of aspects of entrepreneurship and all
technical facets of coffee culture. We
want them to take the lead in developing an entrepreneurship that is based
on scientific insights and technological
know-how as well.”

5 to 7.5 acres
NUMBER OF PARTICIPANTS

3,600
PERCENTAGE OF FEMALE MEMBERS

30%
CUSTOMERS OF THE COOPERATIVE

Different
nationalities
Europeans are interested in a good price-quality ratio. Japanese
(an important market) want really good coffee, with the least
possible amount of added chemicals. They are the most demanding
customers.

TOTAL AREA MANAGED BY THE COOPERATIVE

Andes

Medellín

1,500 km²
TOTAL NUMBER OF YOUNG PEOPLE
EDUCATED IN INTERNAL PROGRAMS
OVER THE PAST 12 YEARS

914

For a total investment of 4,900 million Colombian pesos
(approx. EUR 1.6 million)

MINIMUM PRODUCTION REQUIRED TO QUALIFY FOR
MEMBERSHIP

3,300 lbs. of coffee per year
(= approx. the minimum required to guarantee a coffee grower and
his family a decent existence)

28

29

25

25

Incofin 2016 Annual Report | Focus on Colombia

Focus on Colombia | Incofin 2016 Annual Report

Two generations of coffee farmers

Lucia Sierra Cifuentes
and Daniel Alejandro
Serma
We are visiting Lucia del Socorro
Sierra and her son Daniel Alejandro
Serna at their farm high in the mountains above Andes, near the hamlet
of Vereda Hoyo Grande. For them,
generational succession is a very real
issue. Daniel and his mother Lucia
started out small. “My husband built
this finca (farm) himself thirty years
ago. I am proud that we are still living
here today, all those years later, and
that we are doing alright,” says Lucia.
One of her two daughters is married to
a coffee grower. But for all intents and
purposes, her own farm is being run
by her son Daniel (27). This makes her
very happy, because it means she can
continue to live here and her future is
secure. It is important to keep the business in the family, especially because
finding seasonal workers who can be
counted on to harvest the ripe coffee
beans is becoming ever more difficult.
Since most of the steep slopes of the
coffee plantations cannot be worked
by machines, everything is still done
by hand. The coffee farmers we visit
around the village of Andes all agree
that the search for workers is becoming
more and more difficult. One of the
reasons is global warming. The harvest used to be more spread out: the
difference in harvesting time between
lower fields (where the coffee beans
ripen earlier) and higher areas could
be as much as 1.5 months. Today, harvesting times are much closer together,
because the higher areas keep ripening
earlier.
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Here, global warming is a very real
issue facing small coffee farmers every
day. The increase in average temperature brings more pests as well. These
are real challenges that the cooperative
seeks to alleviate by providing many
forms of support and, especially, education.
After finishing school, Daniel took on
the farm, which he has been running
for approximately five years now. The
two generations are working a nice
piece of land here: some 25 acres.
They are growing coffee (they just finished another harvest), with trees and
banana plants growing in between the
coffee bushes. In addition to providing
shade for the coffee plants, the bananas
serve as an alternate source of income
between coffee harvests. The trees
are there primarily to provide muchneeded shade. “Studies have shown
that coffee plants benefit from shade,”
says Daniel. He learned this while
attending an educational program
at the Cooperativa de Caficultores
de Andes. He received financial support to pursue his studies, and is still
enrolled in a program called Cafeteros
Conectados, which involves the use
of modern technology, even tablets.
This is the practical component of
what Incofin calls Technical Assistance.
Incofin helps with the financial and
organizational aspects. Whether it be
infrastructure projects, setting up computerization projects or educational
programs, Incofin itself is not involved
in the practical implementation. “We
assist with the organizational aspect,”
Incofin explains. “It is work at the

Lucia Sierra Cifuentes and Daniel Alejandro Serma

drawing board, which primarily deals
with financial perspectives. But organizations like the Cooperativa then take
our insights to partners and suppliers
capable of providing knowledge or
executing projects.
Daniel and his mother grew their farm
in stages. “Bit by bit, we added small
tracts of land,” he says. He learned –
again, thanks to the cooperative – that
building a decent existence and staying
above the poverty level requires a minimum operational scale. It remains a
small-scale operation: the two can literally see all of their land from the roof
of their farm. Distances are important
here, because motorized transportation
is hard to come by. With the resources
available (a burro, a horse or on foot),
a trip to the village of Andes to sell the
harvested coffee could easily take half

The Cooperativa has invested in
decentralized plants where it buys raw
coffee beans from the farmers.
a day or more. To address this problem, the Cooperativa has invested in
decentralized locations – puntos de
compra – where they buy raw coffee
beans from the farmers. “That is the
perfect example of the “double bottom line” philosophy we talked about
earlier,” says David Dewez. “Typically,
any “regular company”, like a coffee
multinational, would have one centrally located warehouse. The farmers
would be on their own in terms of
getting their coffee there, even if that
may cost them several days' work or

cut into their margin because they have
to arrange transportation. The result:
more profit for the multinational, and
less or no profit for the farmer. But the
cooperative takes a different approach.
It places equal emphasis on the social
and financial aspects, and selects the
solution that benefits the farmers,
even if this reduces its efficiency, and,
therefore, its profit margin.” “That is
exactly the type of thing we look at
before we decide to finance organizations,” Lia Gonzalez adds. “Do they
aim to maximize profits at the small

producers' expense? Or do they seek
to strike a balance between social and
financial profit? Incofin will only invest
or provide loans if the latter is the case.
Profit is not everything; local producers' lives and comfort level are an
important consideration as well. That
is “impact investing”, investment with
a direct impact – tangible positive consequences – on the small entrepreneurs
involved at the end of the chain.”

31

25

Focus on Colombia | Incofin 2016 Annual Report

plant, which will accelerate opening
up this part of the area around Andes.
The region's potential is obvious. We
pass no less than two small schools on
our way to Camilo and Felipe's farm,
with plenty of local kids in attendance.
One striking detail: every single one
of them is carrying a backpack of hip
Colombian brand Totto featuring the
Cooperativa's logo. The organization
hands these out to all of its farmers
who have children. It is a clear reference to one of the major problems that
affect this area around Andes as well:
generational succession.
Camilo is one of the exceptions: he
chose to remain in the coffee cultivation business, just like his parents. “I
hesitated for a long time, too,” he says.
“My friends were earning extra money
on the side and were spending that
on fun things, like clothes and music.
I couldn't do that, because I had to
save up whatever I earned working in
the fields to buy my own land. It is
not easy for a teenager not to give in
to modern temptations when all his
friends do,” he says.

Manuel Felipe and Juan Camilo Díaz

Two generations of coffee farmers

Juan Camilo Díaz is following in the
footsteps of his father, Manuel Felipe
Camilo works from 6 AM until 6 PM
every day. “El campo es muy duro”, he
says: life in the fields is harsh. He looks
happy, however, because he has taken
charge of his future by investing in coffee fields a short distance from those
owned by his parents, which he will
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presumably take over at some point in
the future. At any rate, they are already
working those fields together today.
It takes over an hour to reach Camilo
and his father Manuel Felipe's farm
from the village of Andes; in a 4x4, that
is. The people we pass along the way
will take many hours to cover the same

distance. That includes farmers walking
alongside their burros or horses, allowing the animals to carry a couple of
sacks of coffee to market. In this area,
the Cooperativa de Caficultores de
Andes has not yet managed to establish
a more conveniently located purchasing facility. But there is hope. There
are advanced plans for a processing

Meanwhile, I am cultivating my own
land, situated right next to my parents'
farm. We help each other whenever
necessary. So the younger generation
supports the older, and vice versa.”

“It is not easy for
a teenager not to
give in to modern
temptations when
all his friends do.”

Fortunately, he had his parents' support. Especially his mother, María
Díaz, made him see what would
happen if he were unable to buy his
own land. It would mean trading
the certainty of coffee cultivation for
an uncertain life in the big city. “It is
true: many of my friends did not follow in their parents' and grandparents'
footsteps,” says Camilo. “They did not
take over their parents' farms, and did
not buy themselves any land. One
after the other, they ended up leaving
for the big city: Medellín, Colombia's
second-largest city, a four-hour drive
from Andes. Unfortunately, almost all
of them soon found that building a life
in the big city isn't easy: our educational level is not that high, and there
are many takers for the limited number
of available jobs in the city. A few of
them have since returned to Andes, disillusioned. They are now years behind.
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The rebuilding of East Timor,
during good and bad times
KIF started out as a microcredit program of international NGO Save the
Children. After just one year, KIF – called TRM at the time – was converted
to an NGO so that the institution could take over the microcredit program
and would be able to offer microfinancing in a sustainable way. Today,
KIF is East Timor's largest microfinance institution, thanks largely to the
determination of CEO Angelo Soares.

KIF (full name: Kaebauk Investimentu
No Finansas) has been managed by
Angelo Soares since 2006. He was there
at the very start, in 2001. After a year,
he was promoted to branch manager,
and he became regional manager in
2004. In 2006, as the institution's
brand-new Executive Director, he
immediately got to cut his teeth on a
major crisis.
“KIF and East Timor (as an independent nation) are the same age. When we
started, the country was in ruins. East
Timor has little industry, poor infrastructure, a poorly educated workforce
and a high level of unemployment.
Agriculture, fishing and small-scale
trade are the only ways for poorer families to earn an income in remote areas.
The majority of the population of 1.2
million has no access to the financial
system. It has always been our mission to improve the lives of the poor
population. Our loans enable them to
build businesses of their own and to be
self-sufficient. This makes a sustainable
approach extremely important.”

Angelo Soares
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“But a civil war erupted in 2006. This
created major trouble for the microfinance sector: 13 microfinance institutions went bankrupt or were forced to

substantially reduce their activities. The
international organizations supporting
us pulled out. I was advised to pay all
wages owed and cease operations. But I
felt that this crisis situation was exactly
when we could not let people down.”
So Angelo and his team stayed put. He
analysed the available annual budget,
eliminating all expenditures that were
not strictly necessary. In addition,
everybody took a 25% pay cut for two
years. Angelo's bold action helped
KIF through this turbulent time. Once
things calmed down, more outside
assistance became available. And in
2009, Subhash Jindal joined the institution.
“When the Other Deposit Taking
Institution (ODTI) legislation took
effect in late 2010, this became our
mission. Between 2011 and 2015, we
went through a total transformation,
supported by external partners including the RIF II and Incofin cvso funds,
managed by Incofin IM. On December
1, 2015, the transformation was complete: as of that date, we were no
longer an NGO, but a public company
with limited liability. And we used
this opportunity to change our name
to “KIF”, in which the “K” stands for
“Kaebauk”, a typical Timorese crown

that is featured in our logo. The name
was formally introduced in March,
2016.
Since August 23, 2016, KIF is the only
financial institution in East Timor
with ODTI credentials. Angelo Soares
proudly shows us the plaque: “We are
now supervised by the Central Bank,
which comes with stricter rules. For
our customers, this represents an additional guarantee of transparency. And
for us, it initiates an enhancement of
our service offering.”

“We are now
supervised by the
Central Bank,
which comes with
stricter rules. For
our customers,
this represents an
additional guarantee
of transparency.”

KIF core figures
Net earnings for 2016

$ 0.94 million

Loan portfolio

$ 13.37 million

Balance sheet total

$ 16.85 million
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KIF's strategy and
services
KIF provides both individual and
group loans, whose names vary
with their purpose. The most
obvious are loans used to support
a shop or a business. But there are
agricultural loans as well, which
are unique in that repayment is
not required until after the harvest,
when there is new income. Some
borrow to finance an education.
There are housing loans up to USD
5000 as well. They are intended
to finish an existing home or to
increase its comfort level, e.g. by
adding running water.

Incofin: a trendsetter in Asia
“Incofin cvso was the
first investor in what
was then called TRM.
We saw potential at
a time when nobody
else dared make the
move.”

Financial inclusion
Access to financial services for
hitherto-excluded people and
regions.

Food
Dina Pons

Access to food,
sustainable agriculture and
local markets.

Employment
Access to education,
employment opportunity and
entrepreneurship.

Housing
Access to housing, land, water
and sanitation.
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When we meet Dina Pons and her
colleagues Dannet Liv and Beatriz de
la Peña in Dili, they have just come
from a conference in Indonesia. They
divide their time between their office
in Cambodia and the six other Asian
countries (Mongolia, China, the
Philippines, East Timor, Indonesia
and, as of recently, Myanmar) where
Incofin operates.

“Incofin was the very first commercial
investor in the Philippines and East
Timor. In East Timor, we saw potential in what was then called TRM, at
a time when nobody else dared make
the move. They thought the institution
was not mature enough to make them
a loan. But Incofin provides technical
advice as well as loans. The fact that we
took this step in an early stage enabled

TRM to increase its creditworthiness
and attract other lenders. Today, KIF
(TRM's new name) is the largest microfinance institution in Timor. In addition, they are now the very first Other
Deposit Taking Institution (ODTI) as
well. This will enable them to continue
their development.”

Dina Pons is Incofin's invest ment manager for East Asia and
Social Performance Management
Coordinator. She started with the
company in 2011. Three years later,
she traded Antwerp for Phnom Penh.
She manages a USD 100 million
portfolio in the region, a fifth of
which hails from Incofin cvso. Dina
Pons: “Wherever Incofin operates, it
is always for the long term. We have
been investing in HKL in Cambodia
for over ten years now. In 2006, it was
a simple credit institution. Since then,
they have come a long way with our
support. HKL now has the ambition
to become a commercial bank.
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KIF's presence in East Timor

ATAURO

Subhash Jindal

Microcredit in
the most
remote
corners of
country

Subhash Jindal, who has been a transformation advisor in the world of
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BRANCH
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microfinance for a long time, was a welcome addition to the team in
2009. After years of preparation, KIF received its ODTI license, which will
allow the institution to shift into a higher gear, Jindal says.
“2016 was a fantastic year in several
respects. First and foremost, we opened
five new branches last year. We now
have a total of twenty branches and
four branch offices. No other financial
institution in East Timor can say that.
Most of them are active in Dili or in,
at the most, a few other districts. But
we are everywhere.”
“We primarily target rural communities, which is not hard to understand
when you know that the urban area
is limited to Dili. 84% of our customers live in the country. Thanks to
our ample coverage, we have more
than 11,300 customers, more than
any other financial institution in East
Timor. And yet, there are still plenty
of people who don't have access to a
financial institution.”
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Subhash Jindal is hitting his stride:
“Every month, people borrow USD
1.4 million. Our loans start at USD
100 and go as high as USD 20,000;
the average is USD 1,400. Regardless of
the amount of the loan, the monthly
payment can never exceed 50% of the
customer's income.”
In order to increase accessibility, KIF
ensures half of its loans stay below
USD 1,000; because people who
are able to create their own job and
income with a microloan increase their
financial independence and their control over their own lives.
“That is the reason why we used to target women exclusively in the past: the
greater their economic contribution to
their families, the greater their empowerment. We are also seeing that when it

“84% of our
customers live in
the country.”
comes to group loans, women achieve
better results than men. Nevertheless,
we have decided to no longer exclude
men, because they do run some businesses, without any contribution from
their wives. Like the women's, these
men's businesses contribute to their
families' well-being. Today, 17% of
our customers are men.”

New status,
new role
On August 23, 2016, KIF officially
became East Timor's very first Other
Deposit Taking Institution (ODTI).
The license was awarded by the Central
Bank. Incofin cvso provided the EUR
35,000 needed for the final steps in
the transition from NGO to ODTI.
Subhash Jindal: “Incofin is our largest investor. They don't only provide
funds, but assist us with technical
advice as well. By supporting us during
this transformation, Incofin is contributing to our future; because our new
status has brought a new role for KIF.”

Studies show that having little or no
access to financial services perpetuates poverty. The Central Bank of East
Timor wants to develop a financial
infrastructure, even in remote areas.
The government understands, however, that a traditional bank will not
offer its services in less accessible areas,
and certainly not in a sustainable manner. This is why all hope is on MFIs.
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“Because KIF is the country's very
first ODTI, all eyes are on us. We are
expected to be a trendsetter in the area
of financial inclusion. That role is a
perfect fit for us, because we believe
that financial and social return on
investment should go hand in hand.”
With its 230-person team, KIF has
access to the most remote areas. And
the company is financially sound: “We
know the market inside and out, and
we had our assets increase from USD
13 to 16.5 million in 2016: that's a
remarkable 20%. We are about to
invest a half million dollars in the
development of a brand-new ICT infrastructure. Specifically, this involves
introducing mobile banking, Internet
banking, ATMs, etc. By pursuing modern technology, we want to reach even
more people in a cost-effective manner. While this enhancement will not
really be profitable initially, it is an
opportunity to advance our country.
The plan is to start in Dili, at our corporate offices, during the third quarter.
Next, a branch will be involved as well.
Finally, after all tests and adjustments,
the system will be implemented at all
locations. We anticipate growing to
three times our current size over the
next five years.”

Focus on East Timor | Incofin 2016 Annual Report

KIF's employees

2%

98%

EXPATS

TIMORESE

Surface area

Who is taking out loans?

17%

14,919 km²

Capital
MEN

A young, unspoiled country
brimming with opportunity
83%

WOMEN

East Timor is one of the smallest, poorest and least developed countries in the
world. It only gained independence
in 2002, after 400 years of Portuguese
colonial rule, 24 years of Indonesian
occupation and 2.5 years under international supervision by the United
Nations. The country was rocked by
riots from 2006 until 2008.

Where?

16%

84%
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Dili

RURAL

URBAN

“East Timor has had a troubled history. Making up for all those years of
deprivation is easier said than done,”
says Dina Pons, Incofin's investment
manager for East Asia. “But things
have calmed down, and people are
once again hoping for a better future.
I see progress every time I visit. The
infrastructure – roads, buildings,
hotels – is much better now than it
was just three years ago. The country
is still poor, but those looking for an

authentic experience off the beaten
path will certainly appreciate Dili.
There are unspoiled coral reefs to the
North and around the island of Atauro.
Since most of the diving is done close
to the coast, there's a lot to be seen
with just a snorkel. In September and
October, you can spot whales in the
Wetar Strait. There are fabulous sandy
beaches that are barely even used yet.
The island's interior is lush, with forests, coffee plantations and mountains.
There is even an annual bicycle race:
the Tour de Timor, and a marathon:
the Dili City of Peace Marathon. The
country has taken its first steps capitalizing on its tourist potential. Now,
it needs additional development to
attract more visitors.”

Number of inhabitants

1.2 million

Official languages

Portuguese
and Tetun

Tetun
This is the local
language. It is
strongly influenced
by Portuguese, as
evidenced by the high
number of borrowed
words. Thanks to trade
contacts, the language
shows Malaysian
influences as well.
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Juliana Uma Dato (58)
“I started a grocery shop in 2000. We
served snacks and provided a taxi
service as well. Business was good,
and we used the money we earned to
buy the building our shop was in. We
rented out the other spaces. It was a
good thing we had this rental income,
because more and more shops popped
up, competition increased and our
income declined.”
“In 2004, some neighbours and I took
out a group loan with Kaebauk; I got
USD 50. This money allowed me to
buy inventory for the shop, like cigarettes and sugar. And flour, which we
used to bake bread we sold. Because
that first loan was such an important
stimulus for my business, I decided
to step up to an individual loan. I
increased the amount every time: from
50 to 65, 80, 100, 120, etc. I opted

Juliana runs a shop
dominated by two
photocopy machines. We
interviewed her on the
roof of her house.

Bernadette Bian (34)
for these modest amounts because I
wanted to establish a trust relationship
with Kaebauk.”
“These days, I borrow a lot more. I currently have a loan in the amount of
USD 15,000; business is so good that I
wanted to pay off the whole amount in
ten months, but Kaebauk doesn't allow
that. They want to spread the payments
properly and offer a minimum repayment term of twelve months.”
“I used part of the money borrowed to
build our own house and to buy two
photocopy machines plus a stock of
paper and toner.”
“We have a lot of individual customers, but most of the business comes
from the university and from secondary schools. East Timor has few good

textbooks. Teachers tend to compile
their own class materials, which we
then print or photocopy in large numbers.”
“The photocopy machines allowed us
to offer a greater variety and increase
our income. Today, nearly half of our
revenue is from photocopies; the other
half is from real estate rentals. Thanks
to the loan, we now have more capital
and a bright future. Two of my four
children still live at home and help
in the business. But we have plans for
a second location, which will be run
by them. We want to have three businesses there: a grocery shop, a photocopy center and a repair shop for cars
and motorcycles.”

Bernadette runs a bakery
in the center of the
capital, Dili.

“Before I started this bakery, I worked
at a laundry. That was hard work, and I
only earned USD 60 per month. There
was no way to save up any money. Out
of sheer financial necessity, I started a
sideline: I would make dough at night,
bake bread, sell it early in the morning
and then go to work at the laundry.”
“My bread was a success, because not
only did people buy it directly from
me, shops were interested as well. I did
all of the work by hand. So I talked to
my boss and asked if he could loan
me money for a machine. He was
hesitant at first, because he was sure
I would never be able to pay back the
loan out of my USD 60 per month. In
the end, he did loan me the money,
but he withheld part of my pay for a
long time: clearly not the ideal way to
borrow money.”
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“I stopped working at the laundry in
2006 and set out on my own. But the
bakery failed to grow the way I wanted
it to.”
“Three years ago, I came into contact
with Kaebauk through a friend who
has a loan with them as well. So I
walked into a branch to get some
information. Since then, I have taken
out three loans with them. First, I borrowed USD 5,000, then 10,000 and
then 20,000. The first loans were for
the bakery, to buy inventory and pay
wages, but also to buy materials, like
dishes and an oven. To transport the
bread, I first bought a bicycle, then
a motorcycle, and now I have a car.
I used the last loan to start up a shop,
which is being run by my husband.”

“I am very pleased with the way
things are going. My life has changed
tremendously. I now own my own
house. Today, I no longer really do
any baking; I am more like the bakery's
manager. I have eight employees. They
didn't have a profession before; they
learned how to bake bread here.”
“I am from a poor family and have
hardly had any education. Thanks to
the choices I have made, my three
sons will be able to grow up in better
circumstances and will have an opportunity to go to school.”
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Edison da Costa Perella (42)

Olivia de Jesus Pereira (38) and Eduardo da Costa Gonçalves (44)
Eduardo was a fisherman long before
East Timor gained independence. He
works together with his wife, who
sells the fish. The waving palm trees
and azure ocean may make for an
idyllic picture, but these people lead
hard lives.
Eduardo goes out fishing every day,
weather permitting. He fishes from 2
until 10 AM. Next, it is up to Olivia
to sell the fish: “Our income fluctuates
between USD 30 and 150 per day.
When the catch is small, I'll sell the
fish to the end users directly, but on
good days, I'll involve other dealers.

They will buy the fish from us and then
resell it. To sell them, we thread the
fish on rings made out of palm leaves.
A ring with eight fish is two dollars.”
In 2010, the head of the village organized a meeting with Kaebauk. Olivia
joined seven others in a group loan for
a total of USD 150: “I used the money
for nets and the boat. Since then, I
switched to individual loans and the
current one is my fifth.”

The loans have changed their family
life for the better as well: “My husband
and I cannot read or write. We have
seven children ranging from 7 to 28.
Thanks to the loans, they can get an
education. Our oldest son has been
studying Economics at the university
for two years now. We hope that they
will all do well in the future and have
less of a hard life.”

The money enabled the couple to
remodel their house and buy household goods and a motorcycle.

Olivia sells the fish her
husband Eduardo
catches.

Edison owns two
motorcycle repair shops.

After his studies, Edison spent a number of years with the Forest Service.
Although he had job security, the pay
was low. In 2007, he traded in his
government job for his own business.
“I had good connections with Astra,
the largest distributor and manufacturer of cars and automotive and
motorcycle parts in Indonesia, and
started a shop selling parts. This
looked promising, because there are
a lot of motorcycles running around
East Timor. Repairing motorcycles was
kind of a logical next step, because we
had replacement parts and there were
hardly any maintenance shops.”
“I spent several years working on my
own. Three years ago, I came into contact with Kaebauk through a friend. I
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was sure their help would be able to
accelerate the growth of my business.
So I borrowed 5,000 dollars to purchase additional inventory. The result
was a success, so I borrowed twice as
much in 2015. I am currently working
on my third loan, for 15,000 dollars. I
used this money to start a second shop,
in another part of Dili. Until now, I
was just a retailer, but now I supply
motorcycle parts to other, smaller
shops as well.”

“I employ 35 people: 5 sales people
and 30 mechanics. Ten of the latter
are from Indonesia; they were trained
to be mechanics in their own country
and are teaching their skills to the
Timorese. I focus on sales & marketing. I promote our services with potential customers including government
ministries, because they have fleets of
motorcycles.”
“Our daily sales total approximately
USD 1,000. After all costs and wages,
USD 7000 to 8000 is left every month.
USD 1,500 of that goes to tuition every
month, because we want our children
to get a solid education; they attend
the International School. Now that we
have two shops, our children will be
able to take over the business in the
future.”
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An interview with Loïc De Cannière,
Managing Director
Incofin has experienced remarkable
growth over the last two years, allowing it to pay a solid dividend of 2.5%.
“This is very attractive, plus, Incofin is
meeting a number of demands people
have been making of impact funds
since the banking crisis: credibility,
robustness and authenticity,” says
Loïc De Cannière, Incofin's Managing
Director. These positive results get him
excited about the future, which is wide
open and full of promise.

Impact
Since its inception, Incofin has sought
to have a positive, long-term impact
in the countries where it operates. It is
important that the local entrepreneurs
multiply that impact. De Cannière confirms that these people are extremely
committed: “We are working with
an incredibly dynamic segment of
the population: people who have to
work terribly hard to achieve a minimal standard of living, and who don't
have a social safety net to fall back
on. They do not rely on government
hand-outs, but want to improve their
own and their children's futures by
working hard.” It is precisely because
these people work so hard that they
make a point of repaying their loans,
so as to be included in the financial
and economic system.

A promising future
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investment in 2005, Lapo was a small
institution with 40,000 customers;
thanks to foreign investments, is it now
the country's largest microfinancing
bank, with 2.3 million customers.
Incofin was the very first foreign investor in East Timor.
Incofin is present in crucial places as
well: “We were in Haiti right before
the earthquake (and are still there),
we lived through that earthquake and
organized a huge solidarity effort.
Incofin cvso is present in Palestine as
well, at Faten.”
Furthermore, Incofin is a loyal partner that can be counted on during the
lean years. Loïc De Cannière clarifies:
We have been an investor in Kenia
Women Microfinance Bank for a long
time. After the 2007-2008 elections,
there was huge tribal unrest in Kenya,
in which many people were killed.
Unlike our fellow investors, who
instantly pulled out at that point, we
reconfirmed our faith in the bank's
management and said that the trouble would pass, that we were staying
on board and that we did not want to
start a panic.”
Finally, Incofin has been providing
technical assistance as well for six
years now. Loïc De Cannière understands the significance of this addition:
“Every year, we invest EUR 50,000 in
that assistance, which does not go to

our shareholders, but to our microfinancing customers, earmarked for
improving their processes. That is a
very social approach, in other words:
we do not place financial returns above
all else, but really look at what benefits our customers. In so doing, Incofin
provides not only financial dividends,
but an “impact dividend” as well.”

Key moment
In order to continue this pioneering
role, Incofin is looking at other competencies beyond microfinance as well.
After all, microfinance is not the only
way to have an impact. For example,
it has started supporting agricultural
projects, opening the door to exploring
other channels in the future. There is
still plenty of opportunity for improvement and enhancement in microfinance, however; the issue is no longer
reaching as many people as possible,
but how to do a better job reaching
them.
Loïc De Cannière is optimistic about
the future: “We have a lot of ambitions
left, and we are still badly needed
out there. We will continue to make
meaningful investments that positively
impact the end user. There is much
room for growth left; and that is what
we are doing, step by step.”

Pioneering role
In addition to that impact, which is
in Incofin's DNA, the organization
frequently plays a pioneering role
globally as well. For example, Incofin
was the first foreign investor in Lapo
(Nigeria), which gave this institution
credibility in the eyes of other investors as well. At the time of the first

““We help hardworking people
improve their
future.”
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Incofin cvso's plans
for future generations
Over the past 25 years, Incofin has
developed into a pioneer in the microfinance sector. Every two years, a group
of Incofin directors, representatives
and managers meets in Cadzand to
discuss the organization's future and
strategy for the upcoming years.

Investment
strategy
Incofin has accumulated major expertise in the area of microfinance and
broader financial services. This provides interesting opportunities for
investments in microfinance institutions (MFIs) that operate in specialized areas, such as education, housing,
agriculture and small business. The
assessment of such investment files
will always focus primarily on these
MFIs' sustainable impact.
Due to the sale of a number of share
participations, Incofin will be redoubling its efforts to rebuild its portfolio
over the coming year. These participations enabled Incofin to increase its
impact and involvement with these
growing microfinance institutions and
to achieve a decent financial return on
their sale.
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Impact
Social impact has always been the central issue at Incofin; there should be
no doubt about that. The process starts
with a well-thought-out selection of
investments, followed by careful monitoring. But the Technical Assistance
– always financed jointly with the
company involved – is another unique
trump card that Incofin is planning to
expand on in the foreseeable future.
Therefore, the budget for Technical
Assistance is being increased and its
projects will target a number of action
points, including developing modified
products and alternative distribution
channels and strengthening companies
that help achieve certain Sustainable
Development Goals (SDGs).

Communication
During 2017, Incofin cvso will launch
a new website and seek to enhance its
social media presence, in order to communicate in a more targeted manner
and more frequently about the companies in which it invests. The company
also launched a shareholder survey
aimed at better accommodating their
wishes and increasing their commitment. At the same time, it is seeking to
attract new enthusiastic shareholders
and sympathizers.
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Key figures in k€
Balance sheet total

Portfolio
Participations
Subordinated loans
Loans

2016

2015

63,694

59,014

Debt financing
Available (uncalled)

% balance sheet total

8.50 %
6.94%

52,179

Return on loan portfolio (IRR)

6.36%

15,419

Weighted average financing charge

2.93%

3.05%

8,596

1,772

Dividend

2.50 %

2.50 %

39,458

34,988

1,001

1,144

961

842

44,564

36,582

39,017

32,088

17,565

21,150

16,685

6,100

39%

58%

1,244

1,410

1.95%

2.39%

Proportion of loan finance
General provision for (subordinated) loan portfolio

2015

8.32%

60,122

Average loan amount to MFIs

Capital

2016

Return on subordinated loan portfolio (IRR)

12,068

Average investment in MFIs

Equity

Return

Portfolio per country
Portfolio k€
Cambodia

MFI performance
MFI portfolio (€ m)
Average loan amount (EUR)
Total number of clients reached

2016

2015

5,455

4,286

3,892

1,141

3,394,698

2,908,547

% women
Portfolio at risk – 30 days (PAR30)

73%

71%

6.23%

3.60 %

# of MFIs

49

43

# of countries

27

23

Portfolio per MFI
Portfolio k€
Banco FIE
LOLC

Ecuador

Mucap

El Salvador

Jardín Azuayo

Nicaragua

Financiera Confianza

HKL
Kashf

Peru

Kompanion
Maquita

Bolivia

Cooperativa de Ahorro y Credito Pacifico

Georgia

MiCrédito
Finca Nicaragua

Costa Rica

Apoyo MFI El Salvador

Mexico

Banco D-Miro
Lazika

Pakistan

Vision Fund Mexico
TenGer

Kyrgyzstan

MC Cote d’Ivoire

Philippines

AMC de RL
FIE Gran Poder

Mongolia

Kredit Cambodia

Côte d'Ivoire

ProMujer Nicaragua
Caja de Crédito de Sonsonate

Argentina

Credo
ProMujer Mexico

Haiti

Espoir

Kazakhstan

Enlace
First Finance

Colombia

One Puhunan

East Timor

Vision Fund Cambodia
Crystal

Tanzania

Acme
Asian Credit Fund

Palestinian
occupied
territories

Opportunity International
Samic

Guatemala

Optima Servicios Financieros
KIF

Armenia
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Burkina Faso
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Agudesa

Nigeria

Kamurj
NPFC

Azerbaijan

Fundeser

Congo, DRC

Financiera ProEmpresa

0
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0

56

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

57

25

25

Incofin 2016 Annual Report | Financial Report

Financial Report | Incofin 2016 Annual Report

Corporate governance

··
··
··
··
··
··
··
··
··
··

General Meeting
The General Shareholders Meeting takes place annually on
the last Wednesday in April. In 2016, it fell on 27 April.

Voedingsnijverheid
Henri Vansweevelt - Former Vice President, Bekaert Group
Frank Vereecken - Director, VDK Spaarbank
Koenraad Verhagen - Investments and microfinance advisor
Pieter Verhelst - European & International Policy Advisor, MRBB
Luc Versele - Chairman, Crelan
Dirk Vyncke - Honorary Chairman, Vyncke
Vic Van de Moortel - General Manager Coporate Sustainability, KBC Group
Francis Deknudt - Managing Director, Deknudt Mirrors
Klaartje Vandersypen - Individual
Patrick Vandenberghe - Chairman, ACV Bouw-Industrie & Energie

Board of Directors
The Board of Directors met three times in 2016. During these
meetings, the financial figures, the annual budget and the
general operations of Incofin cvso were discussed.

HONORARY DIRECTORS

·· Jan Bevernaege - Director, Volksvermogen
·· Erik Bruyland - Former senior journalist at Trends magazine
·· Frank Lambert - Chairman, Antwerp Management School Fund for
Sustainable and Innovative Entrepreneurship
·· Guido Lamote - Former CEO, Trias
·· Walter Vandepitte - Honorary Chairman, AVEVE Group
·· Roland Van der Elst - Former professor, EHSAL

Members of the Board of Directors receive no remuneration
or financial benefits of any kind in return for their mandate.
The composition of the Board of Directors at the end of 2016
was as follows:
CHAIRMAN

·· Frans Verheeke - Chairman, Volksvermogen
DIRECTORS

··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
··
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Willy Bosmans - Individual
Benoît Braeckman - Former head of asset management, Electrabel
Erik Brijs - Vice President Accounting & Control, Umicore
Jos Daniëls - Honorary Chairman of the Board of Directors, KBC
Insurance
Frank De Leenheer - Investor Relations & Corporate Communications
Manager, Gimv
Alfons De Potter - Vice Chairman, ACV Bouw-Industrie & Energie
Johan De Schamphelaere - Director, VDK Spaarbank
Rein De Tremerie - General secretary, ACV-CSC Metea
Frank Degraeve - Head of Large Companies, Crelan
Eric Delecluyse - Former chairman, ACV Voeding en Diensten
Yvan Dupon - Individual
Michiel Geers - General secretary, Volksvermogen
Tony Janssen - Former Chairman, ACV Metaal and European Metal
Association
Mark Leysen - Chairman, Vanbreda Risk & Benefits
Philip Leysen - Director, Tradicor
Greet Moerman - Director, Sociaal Fonds Bedienden Voedingsnijverheid
Guy Pourveur - Company Director
André Sarens - Grid Participations Manager, Electrabel
Frans Samyn - Chairman, Tabor
Ignace Schatteman - Internal Auditor, VDK Spaarbank
Marc Timbremont - Former Managing Director, Huisvesting Het Volk
Anne Van Autreve - Flemish Government, Flemish Department of
Foreign Affairs, Department Head
Herman Van de Velde - Chairman, VKW
Peter van den Brock - Former Director, Pax-Bank, Vorstand Pax-BankStiftung
Leen Van den Neste - Chairman, Management Committee, VDK
Spaarbank
Miguel Van Hoof - Director, Wereld Missie Hulp
Ann Van Impe - Compliance Officer, VDK Spaarbank
Bart Vannetelbosch - Director, Sociaal Fonds Arbeiders

Executive Committee

Investment Committee

Audit Committee

The Investment Committee is responsible for the implementation
of the company's investment policy, as set out in the investment
guidelines. The Investment Committee is composed of members
of the Board of Directors specialising in financial affairs and
development issues. The Committee met ten times in 2016.

The Audit Committee supervises the company's procedures
and processes, as well as all aspects related to risks and their
management. The Audit Committee is composed of members of
the Board of Directors and met three times in 2016.
The members of the Audit Committee are:

The members of the Investment Committee are:
··
··
··
··
··
··
··
··

Frans Verheeke (Chairman)
Johan De Schamphelaere
Tony Janssen
Michiel Geers
Peter van den Brock
Ignace Schatteman
Pieter Verhelst
Frank Degraeve

·· Frans Samyn (Chairman)
·· Marc Timbremont
·· Henri Vansweevelt
Members of the Audit Committee receive no remuneration.

Statutory auditor
Deloitte Bedrijfsrevisoren, represented by Maurice Vrolix, was
appointed by the General Shareholders Meeting of 30 April 2014
as auditor of Incofin cvso for a period of three years.

Members of the Investment Committee receive no remuneration.

The Executive Committee is responsible for the preparation and
follow-up of the current and long-term strategies, objectives,
plans and budgets, and for monitoring the general affairs of the
company. The Executive Committee met three times in 2016.
The Executive Committee is composed as follows:
··
··
··
··
··
··
··
··

Frans Verheeke (Chairman)
Willy Bosmans
Jos Daniëls
Eric Delecluyse
Yvan Dupon
Paul Steppe (until 20/09/2016)
Leen Van den Neste
Ann Van Impe

Members of the Executive Committee receive no remuneration.

Back row, L to R: Miguel Van Hoof, Michiel Geers, Vic Van de Moortel, Frank Vereecken, Koenraad Verhaegen, Frans Samyn, Ignace Schatteman
Middle row, L to R: Eric Delecluyse, André Sarens, Tony Janssen, Marc Timbremont, Henri Vansweevelt, Johan De Schamphelaere, Francis Deknudt
Front row, L to R: Frank De Leenheer, Willy Bosmans, Anne Van Autreve, Frans Verheeke, Ann Van Impe, Peter van den Brock
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Notes

Annual accounts at 31.12.2016 in k€

Financing structure
2016

Capital

2,754

In 2016 the shareholders' equity rose by k€ 6,930 to k€ 39,017,
an increase of 22% over 2015. This equity is represented by 1,791
shareholders.

12/2016

12/2015

12/2016

12/2015

12,068

15,419

Operating income

4,420

3,238

9,587

11,457

Participations portfolio

1,643

978

EBIT

Stock dividends

3,637

4,944

Cash dividends

244

181

Other cash results

-200

Impairment

-1,156

-981

Stock dividends

650

1,032

Non-cash results

-491

8,489

1,746

Gains/(losses) on sales

924

Subordinated loan portfolio > 1 year

8,065

1,772

Impairments

-174

-235

Subordinated loan portfolio < 1 year

531

313

24

385

49

-1,199

General provision

-1,137

-1,384

Upfront fees

131

133

1,320

1,477

Impairments

-118

-1,204

Other amounts receivable

416

903

Reversal of general provision

Prepayments and accrued income

899

574

General provision

3,496

6,768

63,694

59,014

Current assets

Cash and cash equivalents
Assets

Loan portfolio
Interest

Other income
Operational expenses

Incofin IM management fees
Liabilities
Equity
Capital

12/2016

12/2015

44,564

36,582

39,017

32,088

Reserves

1,262

1,165

Result carried forward

4,284

3,329

17,565

21,150

Loan capital
Debt financing > 1 year
Debt financing < 1 year
Current liabilities

15,565
2,000

14,065
7,085

1,565

1,282

Other debts

276

274

Dividends

884

681

Technical Assistance (TA) provision

119

87

Prepayments and accrued income

287

240

63,694

59,014

Liabilities

Portfolio insurance

2,615

1,977

General provision

406

2,356

2,210

Reversal of general provision

-652

652

382

-406

-363

-152

1,079

-1,665

-1,461

-1,222

-1,034

-149

-171

Impairment
Technical Assistance (TA)
(Increase)/decrease in current assets/liabilities
Cash flow on net-income basis

(Increase)/decrease in participations portfolio

32
207
2,270

3,827

(Increase)/decrease in subordinated loan portfolio

-6,824

(Increase)/decrease in loan portfolio

-4,589

-15

Free cash flow

-50

-50

Financial cash flow

Reversal of TA provision

18

35

TA expenses

-18

Additional TA provision

118

Investment cash flow

-50

Technical Assistance (TA) contribution

-128

Increase/(decrease) in capital
Dividend paid out

-5,315

-683

-130

-112

Increase/(decrease) in debt financing

Other goods and services

-113

-129

Interest paid on debt financing in 2015

2,754

1,777

-665

-538

Net cash flow

-3,271

-618

-561

Cash and cash equivalents previous period

6,768

-47

22

Cash and cash equivalents current period

3,496

2,089

1,239

Financial results

Interest
Miscellaneous
Income before tax

Corporation tax
Withholding tax interest
Income after tax

-154

-153

1,936

1,086

Increase/(decrease) in outstanding interest

35,000
1,400
30,000
1,200
25,000
1,000

20,000
800

15,000
600

10,000
400

6,930

Communication

Net operating result

40,000
1,600

5,000
200

-3,585
-642
23
Overview of shareholders
Shareholders with more than 1% of equity

Wereld-Missiehulp VZW

1,562

4.0 %

Volksvermogen

1,510

3.9 %

ACV Metea

1,263

3.2%

VDK Spaarbank

1,146

2.9%

Congrégation Hospitalière des Soeurs de la Charité de J.M.

1,003

2.6%

Anonymous

1,003

2.6%

Flemish Government – Flemish Department of Foreign
Affairs

1,000

2.6%

Sociaal Fonds Bedienden Voedingsnijverheid

727

1.9%

BRS VZW

562

1.4%

ACV Bouw – Industrie & Energie

521

1.3%

Crelan NV

521

1.3%

ACV Voeding en Diensten

521

1.3%

Gimv

521

1.3%

Tradicor

469

1.2%

de Kade VZW

437

1.1%

Umicore

398

1.0 %

25,854

66.3%

Other shareholders

60

2016

18,546

-1,317

Loan portfolio

2015

17,565

Impairment

81

1
-27

2014

Loan portfolio < 1 year

General provision

9
-81

2013

General provision

2012

Upfront fees

17,640

#Shareholders

2011

33,604

23,210

Paid-up capital k€

81

2010

38,321

Loan portfolio > 1 year

Loan portfolio

Subordinated loan portfolio

2009

Interest

174
-650

2008

-27

Stock dividends

Capital variations

2007

-107

Impairment

-476

2006

General provision

Subordinated loan portfolio

Participations portfolio

2005

Subordinated loan portfolio

2004

Acquisition value

Cash flow from operations

2003

Participations portfolio

2002

Assets

2001

Profit & Loss Account

Cash flow

2000

Cash flow

1997

Profit & Loss Account

1992

Balance sheet
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25

25

Incofin 2016 Annual Report | Financial Report

Financial Report | Incofin 2016 Annual Report

Debt financing

Loan portfolio in k€
> 1 year
12/2015

ACV Metea

+/-

1,000

Belfius

3,000

Bank Für Kirche und Caritas

5,000

< 1 year
12/2016

12/2015

+/-

1,000

1,000

-1,000

3,000

2,250

-2,250

Book value
12/2016

12/2015

12/2016

2,000

1,000

2,250

3,000

5,000

5,000

5,000

Hef boom

500
500

-500

500

ING

500

1,000

500

-500

1,000

1,000

KBC

2,565

2,565

1,935

-1,935

4,500

2,565

LBC

500

500

500

500

VDK

4,500

-2,000

2,500

900

1,100

2,000

5,400

4,500

14,065

1,500

15,565

7,085

-5,085

2,000

21,150

17,565

MFI

12/2016
44,564

Debt financing

17,565

Proportion of loan finance (max. 100%)

39.4 %

Max. increase in debt financing

26,999

Available credit lines

16,685

Portfolio summary
Participations portfolio in k€
MFI

Investment
date

Currency Country

Acquisition value
12/2015

+/- 12/2016

107

Stock dividends
12/2015

ACEP Burkina SA

25/09/2009

XOF

Burkina Faso

244

Acme

14/07/2009

HTG

Haiti

782

Akiba Commercial Bank

30/04/2008

TZS

Tanzania

530

60

Banco FIE

28/08/2008

BOB

Bolivia

2,463 -1,108

1,356

4,353

530

Book value

12/2016 12/2015

12/2016

351

782

782

1/05/2013

PEN

Peru

2,516

2,516

ARS

Argentina

1,189

1,189

Financiera ProEmpresa

25/08/2010

PEN

Peru

EUR

+/-

244

11/08/2009

284

12/2015

351

FIE Gran Poder

MFI portfolio

Impairments

+/- 12/2016

782

Financiera Confianza SAA

-1,316

466

60

591

591

3,037

6,816

4,392

466

284

64

9

73

8,008

-1,001

7,007

4,944

-1,307

3,637

1,000

-869

131

-981 -174

-981

-174

2,516

2,516

-1,156

674

500

348

357

-1,156

11,971

9,488

1,000

131

Impulse

16/11/2005

Incofin IM

23/07/2009

EUR

395

395

395

395

Fair Trade Fund

3/09/2012

USD

583

583

583

583

MFX LLC

25/06/2009

USD

355

355

355

355

Rural Impulse Fund

15/10/2008

USD

1,037

1,037

1,037

1,037

FPM SA

7/10/2014

USD

79

79

79

79

3,449

2,580

15,419

12,068

Fund portfolio
Participations portfolio

3,449

-869

2,580

11,457

-1,870

9,587

4,944

-1,307

3,637

-981

-174

-1,156

Subordinated loan portfolio
MFI

Investment
date
Currency Country

Existing subordinated loans

Finca Nicaragua

26/08/2015

USD

Nicaragua

> 1 year
+/- 12/2016

1,772

1,772

1,772

New subordinated loans

HKL

7/7/2016

USD

< 1 year

12/2015

Cambodia

6,293

1,344

1,344

LOLC

4/15/2016

USD

Cambodia

2,124

2,124

12/20/2016

USD

Costa Rica

2,825

2,825

6,293

8,065

portfolio

1,772

Impairments

+/- 12/2016

1,772
6,293

MUCAP
Total subordinated loan

12/2015

> 1 year

531

12/2015

+/- 12/2016

Book value
12/2015

12/2016

1,772

1,772

1,772

1,772

531

6,824

1,344
531

531

2,655
2,825

531

531

1,772

8,596

< 1 year

+/- 12/2016 12/2015

+/-

Depreciation
12/2016 12/2015

Book value

+/- 12/2016 12/2015 12/2016

MFI portfolio

17,640

5,570

23,210

18,546

-981

17,565

-1,199

-118

-1,317

34,988

39,458

Existing loans
Agudesa
Asian Credit Fund
Azercredit
Banco D-Miro
COAC Jardin
Credit Mongol
Credo
Crystal
Faten
HKL
I-Finance
KIF
Lapo
Lazika Capital
LOLC
Maquita Cushunchic
Optima Servicios
Financieros
Pacifico
ProMujer Nicaragua
Samic
Sonsonate
TenGer Financial Group
Vision Fund Cambodia
New loans
AMC
Asian Credit Fund
Enlace
First Finance
Fundeser
Kashf Foundation
MiCrédito
Microcred Côte d'Ivoire
One Puhunan
Opportunity Int
Optima Servicios
Financieros
Pacifico
ProMujer Mexico
Vision Fund Mexico
Vision Fund Mexico
Renewals
Espoir
Espoir
FIE Gran Poder
Fie Gran Poder
Kamurj
Kamurj
Kompanion
Kompanion
Kredit Cambodia
Kredit Cambodia
Maquita Cushunchic
Maquita Cushunchic
NPFC
NPFC
SAC Integral
SAC Integral
Loans repaid
Asian Credit Fund
Coocique
Credo
Credo
Finca Ecuador
Fubode
Fundacion Alternativa
HKL
HKL
SEF International
SEF International
Vision Fund Mongolia

17,640

-10,591

7,049

4,229

7,525

11,754

-1,199

-118

-1,317

20,670

17,486

497
324

-497
-324

497
324
366

497
324

497
324

908

497
324
-543

1,378
2,727

1,378
2,727

878
785
919
1,369
929
818
464
1,322
1,218
442

909
785
524
1,364

Loan portfolio

62

Currency Country
12/2015

Proportion of loan finance
Equity

Investment
date

12/2/2015
7/25/2014
7/29/2012
12/7/2015
6/23/2015
9/30/2015
3/30/2015
9/30/2014
12/9/2015
8/7/2015
11/16/2015
12/24/2014
9/9/2013
2/11/2015
12/20/2014
2/27/2015

GTQ
KZT
USD
USD
USD
EUR
USD
USD
USD
USD
USD
USD
NGN
USD
USD
USD

Guatemala
Kazakhstan
Azerbaijan
Ecuador
Ecuador
Mongolia
Georgia
Georgia
Palestine
Cambodia
Congo. DRC
East Timor
Nigeria
Georgia
Cambodia
Ecuador

1,378
2,727

-908

543

-366

1,378
2,727
291

878
785
525
1,369
465
613

-878
-785
-525
-6
-465
-613

1,322
1,218
442

-661
-1,218
-442

394

-270
909
785
130

21
909
785
524

466
409
-180
661
1,218
442

931
613
284
661
1,218
442

-291

270

-21

1,364
465
204
464
661

-931

-931

613
284
1,322
1,218
442

5/7/2015

USD

El Salvador

227

-227

227

227

455

227

6/29/2015
12/9/2015
6/9/2015
12/24/2015
12/27/2013
12/30/2014

USD
NIO
USD
USD
USD
USD

Peru
Nicaragua
Cambodia
El Salvador
Mongolia
Cambodia

455
918
675
915
1,087
821

-455
2
-675
-915
-1,087
-821

455

455

909
918
675
915
1,087
1,642

455
919
675
915
1,087
821

1/6/2017
8/18/2016
8/25/2016
5/2/2016
6/30/2016
12/8/2016
9/27/2016
1/6/2016
5/3/2016
5/3/2016

USD
KZT
USD
USD
USD
USD
USD
XOF
PHP
COP

El Salvador
Kazakhstan
El Salvador
Cambodia
Nicaragua
Pakistan
Nicaragua
Côte d'Ivoire
Philippines
Colombia

919

10,984

957
425

957
425

884
451
1,869
1,783
1,066

884
451
1,869
1,783
1,066

748

748

4/28/2016

USD

El Salvador

441

441

8/30/2016
1/7/2016
3/29/2016
11/3/2016

USD
MXN
MXN
MXN

Peru
Mexico
Mexico
Mexico

886
896

886
896

580

580

1,369

1,369

6/8/2015
6/8/2016
7/28/2014
7/28/2016
10/15/2014
12/26/2016
11/27/2014
11/28/2016
1/27/2014
1/27/2016
8/2/2016
8/2/2013
12/7/2015
12/7/2016
5/26/2015
5/28/2016

USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD
USD

Ecuador
Ecuador
Argentina
Argentina
Armenia
Armenia
Kyrgyzstan
Kyrgyzstan
Cambodia
Cambodia
Ecuador
Ecuador
Philippines
Philippines
El Salvador
El Salvador

9/30/2014
11/22/2013
3/5/2013
6/7/2013
2/23/2015
9/15/2015
12/19/2014
2/28/2014
10/27/2014
7/23/2014
6/24/2014
12/18/2014

KZT
USD
USD
USD
USD
USD
USD
THB
USD
USD
USD
MNT

834

834

443

443

661

661

3,250

-1,177

2,073

900

-900
890
-372
448
-395

5,570

1,329
896
661
580
-291

-291

3,250

460
1,343

890

890
372

448

448
395

-1,603
311
-735
460

1,603
311

1,861
735

460

920
1,343

941
459

-941
-459

941
459

900

-900
880

900

8,012

-8,012

8,012

346
739
576
766
882
894
403
730
790
372
736
778

-346
-739
-576
-766
-882
-894
-403
-730
-790
-372
-736
-778

346
739
576
766
882
894
403
730
790
372
736
778

18,546

-981

466

466

880

23,210

3,151

900

478

1,550

Kazakhstan
Costa Rica
Georgia
Georgia
Ecuador
Bolivia
Ecuador
Cambodia
Cambodia
Armenia
Armenia
Mongolia
17,640

957
425
886
884
451
1,869
1,783
1,066
834
748

478

735

880

13,807

441

1,603

466

2,823

886

395

460
1,343

2,823

886

372

1,550

675
915
1,087
821

821

10,984

478

675
915
1,087

880

17,565

1,759

-1,199

-118

-1,317

34,988

39,458
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Number of MFIs in portfolio per region

24

Compliance

Latin America and
the Caribbean

Fund policy
·· In accordance with fund policies, the following rules for diversification were established to avoid concentration risk: the book
value per country and per MFI must not exceed 15% and 10% respectively of Incofin cvso's total assets.
·· Incofin limits its participations in microfinance institutions and other funds to a maximum of 75% of its equity.

Portfolio risk spread

Book value per country

See charts.
Book value k€

Stock dividends k€

% balance sheet total

Max. book value

Book value of participations portfolio
12/2016
Equity

44,564

Max. book value (75%)

33,423

Participations portfolio

12,068

Current book value (%)

27%

Balance sheet total

Book value k€

10,000
20%

7

South Asia

Caucasus and
Central Asia

5

1

Africa

Middle East and
North Africa

Number of MFIs in portfolio by average MFI loan amount

19

Compliance

12

High average
loan amount
(> €2,000)

12

11

7

Medium average
loan amount
(€1,000 - €2,000)

Low average
loan amount
(€500 - €1,000)

Very low average
loan amount
(< €500)

9,000
18%
8,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000

Number of MFIs in portfolio by MFI size

30

Large MFIs
(Portfolio > €20 m)

Book value k€

Stock dividends k€

% balance sheet total

Medium MFIs
(Portfolio €5 m €20 m)

2
Small MFIs
(Portfolio < €5 m)

Azerbaijan

Nigeria

Congo, DRC

Armenia

Burkina Faso

Guatemala

Tanzania

Palestinian
occupied
territories

East Timor

Colombia

Haiti

Kazakhstan

Argentina

Mongolia

Côte d'Ivoire

Kyrgyzstan

Philippines

Mexico

Pakistan

Georgia

Costa Rica

Peru

Bolivia

Ecuador

Nicaragua

Book value per MFI

El Salvador

Cambodia

0

17

Number of MFIs in portfolio by number of MFI clients

Max. book value

Balance sheet total

Book value k€

6,000

5,000

4,000

3,000

28

Large number of
clients (> 20,000
clients)

10

11

Medium number
of clients (10,000 20,000 clients)

Low number of
clients (< 10,000
clients)

i-Finance

Azercredit

Credit Mongol

Lapo

ACEP Burkina Faso

Financiera ProEmpresa

NPFC

Kamurj

Fundeser

Faten

Akiba

Agudesa

KIF

Optima Servicios Financieros

Samic

Opportunity Int

Asian Credit Fund

Acme

Crystal

One Puhunan

Vision Fund Cambodia

First Finance

Espoir

Enlace

Credo

ProMujer Mexico

ProMujer Nicaragua

Caja de Crédito de Sonsonate

FIE Gran Poder

Kredit Cambodia

TenGer

AMC de RL

MC Cote d’Ivoire

Lazika

Banco D-Miro

Vision Fund Mexico

Finca Nicaragua

Apoyo MFI El Salvador

Maquita

MiCrédito

Kompanion

HKL

Kashf

Financiera Confianza

LOLC

Mucap

Cooperativa de Ahorro y Credito Pacifico

64

Jardín Azuayo

Banco FIE

2,000

1,000

Incofin portfolio per product

0

69

%

Loans

16%
Participations

15%
Subordinated loans

65
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Valuation rules

The difference between the acquisition value and the redemption
value is recognised in the income statement on a straight-line
pro rata basis.

Without prejudice to the specific valuation rules mentioned
below, the valuation rules that apply are those that were
established pursuant to the provisions of the Royal Decree of
30 January 2001 in implementation of the Companies Code,
more particularly Book II, title I, chapter II relating to valuation
rules. Unless stated otherwise, the article numbers refer to the
corresponding articles in the aforementioned Royal Decree of
30 January 2001.

Amounts receivable at more than one year and within one year

Assets
Without prejudice to the specific valuation rules mentioned
below, each asset item is valued separately at its acquisition
cost and recognised in the balance sheet at that amount, after
deduction of the depreciations and impairments on the asset
item in question (Article 35, first paragraph).

Without prejudice to the provisions of Articles 67, paragraph
2, 68 and 73, receivables are recognised at their nominal value
(Article 67, paragraph 1) on the final day of the financial year.

Other financial assets and liabilities in foreign currency are
translated at the closing rate on the balance date. Gains and
losses arising from foreign currency transactions and from
the translation of monetary assets and liabilities in foreign
currency are recognised in the profit and loss account. Nonmonetary items valued at their acquisition price in a foreign
currency are translated at the exchange rate applicable on the
date on which the acquisition price was determined.

Under Article 68 impairments are applied where repayment of
all or part of the receivable on the repayment date is uncertain.

Positive and negative exchange rate differences are entered in
the financial results on a net basis.

To make allowance for the special credit and currency risk that
arises from extending credit to high-risk countries with unstable
economic and political climates, global impairment of 1% is
applied annually to the receivables in the outstanding investment
portfolio, weighted by the ECA risk scores published for each
country. This global impairment is applied in accordance with
Article 47 of the Royal Decree, given the similar technical and
legal characteristics of these receivables.

Report of the Board of
Directors

Intangible fixed assets

Intangible fixed assets are valued at their acquisition cost,
exclusive of additional costs. They are amortized over the
economic lifetime of the asset, and over five years in the case
of software.
Tangible fixed assets

Tangible fixed assets are valued at their acquisition cost, exclusive
of additional costs. They are amortized over the economic
lifetime of the asset, as follows:
·· Office equipment 5 years
·· Computers 3 years
·· Furniture 10 years

The level of this impairment can be adapted on the basis of
historical loss data.
Investments and cash and cash equivalents

These are recognised at the lesser of their acquisition cost or the
realisable value at the reporting date (Article 74).

Liabilities
Provisions for risks and expenses

Provisions are set aside to cover losses or expenses of a clearly
defined nature that are probable or certain at the balance date,
but the amount of which is not known (Article 50, Royal Decree
of 30 January 2001).

Participations and shares

Participations and shares are valued at their acquisition
price, exclusive of additional costs (Article 41, paragraph 2).
Impairments are recognised in the event of sustained loss of
value, as evidenced by the status, profitability, or prospects of
the company in which participations or shares are held (Article
66, paragraph 2 of the Royal Decree of 30 January 2001).
Participations and shares that are recognised under financial
fixed assets are not revalued (Article 57, paragraph 1). Once a
participation has been impaired, it will be revalued at no more
than the original acquisition value, if the status, profitability or
prospects of the company so justify in the judgment of the Board
of Directors.
Fixed-interest securities

Fixed-interest securities are valued at their acquisition price.

66

Amounts payable at more than one year and within one year

Without prejudice to the remaining provisions of Articles 77,
67, paragraph 2 and 73, amounts payable are recognised at their
nominal value (Article 67, paragraph 1).

Foreign currency translation (Article 34)
Transactions in foreign currency are recognised at the exchange
rate applicable on the transaction date.
All amounts receivable or payable in foreign currency are hedged
against possible exchange rate differences via cross-currency
contracts or forward contracts. These amounts receivable or
payable are valued at the contractually agreed hedging rate.

We hereby present our report on the financial year 2016 and ask
you to approve the annual accounts at the balance sheet date of
31 December 2016. The Board of Directors has monitored the
activities of the company, with attention for its special social
purpose.
At the end of 2016 Incofin cvso's assets stood at k€ 63,694, an
increase of 7.92% over the previous year. At the end of the financial
year, the equity of Incofin cvso stood at k€ 44,564 in comparison
with k€ 36,582 at the end of the 2015 financial year. The subscribed
capital rose by k€ 6,930 to k€ 39,017 thanks to the arrival of new
shareholders.
The Board of Directors proposes to offer Incofin cvso shareholders
a total return on capital invested of k€ 884 for the 2016 financial
year (equal to a 2.5% dividend). The new partners and the partners
who have increased their capital during the course of the financial
year will be remunerated pro rata in accordance with Article 34 of
the Articles of Incorporation.
Debt in the form of short and long term loans decreased by
k€ 3,585 during the course of 2016. At the end of 2016, Incofin
cvso had k€ 17,565 in loans effectively outstanding, representing
39% of its equity. The fund also had undrawn credit lines totalling
k€ 16,685. Within the guidelines set by the Board of Directors,
these credit lines may be drawn on to a maximum of 100% of the
amount of the shareholders' equity.
The investment portfolio at year-end totals k€ 60,122, and consists
of participations totaling k€ 12,068 and loans totalling k€ 48,054,
including four subordinated loans totaling k€ 8,596. In 2016 the
loan portfolio consisted of 50 loans to 43 microfinance institutions
across 23 countries.

The k€ 3,352 decrease in the participations portfolio to k€ 12,068
is primarily due to the sale of 45% of the participation in Banco
FIE in September 2016. Incofin cvso realized a gain of k€ 924 and
a return on investment of 18.3% on this sale. In addition, Incofin
cvso received k€ 869 in late December from Impulse, which was
liquidated on 21 December 2016 due to the fund's maturity date
having been reached. Since all of the fund's assets have not yet been
sold, additional payments are expected. Furthermore, (i) stock
dividends were received from Banco Fie and Financiera ProEmpresa
in the amount of k€ 650 and (ii) an additional write-down was
posted on the participation in Fie Gran Poder in the amount of
k€ 174 due to another depreciation of the Argentinian Peso during
2016.
At the end of the reporting period the gross loan portfolio, including
subordinated loans, stood at k€ 48,054. At the end of the reporting
period the general provision for any impairment was k€ 1,244 –
2.6% of the loan portfolio – and was offset against the gross loan
portfolio. The loan portfolio of the MFIs in which Incofin invests is
generally of good quality (with average overdue payments (PAR 30)
of MFI clients of 3.9%). The MFIs to which Incofin cvso provides
loans have honoured their payment obligations vis-à-vis Incofin
cvso, barring a few exceptions (iFinance, Espoir, Banco D-Miro and
Azercredit).
A very severe earthquake struck Ecuador on 16 April 2016, causing
the institutions Espoir and Banco D-Miro to experience retroactive
payment issues. The loans to these institutions were restructured
in order to enable both institutions to recover financially. Since no
future payment issues are expected thanks to the restructuring of
these loans, no impairment is needed.
In mid-2016, the Congolese institution iFinance experienced
problems due to a strong deterioration of its portfolio. The quality
of its previously thriving portfolio has deteriorated over a very short
time span, causing the institution to experience operational and
financial problems, and putting collection of the loan in doubt.
Incofin cvso has decided to write off this receivable in the amount
of k€ 931 in full. The impairment was covered by a reversal of the
general provision.
During 2015, Incofin cvso wrote off loans to Azercredit and Credit
Mongol in full. During 2016, we received repayments from both
institutions totalling 63% of the outstanding amount, resulting
in a recapture of that percentage of the impairment. As of the end
of 2016, Incofin cvso's outstanding loans to Azercredit and Credit
Mongol total k€ 366 and k€ 21, respectively.
The loan to Azercredit was covered by an investment insurance
policy with Credendo. Under this insurance, in 2015, Credendo
awarded a number of payments as compensation for damages that
Incofin incurred as a result of the freezing of the Azercredit bank
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accounts in Azerbaijan. Following the release of Azercredit's bank
accounts during November 2015, Credendo notified us in writing
on 25 February 2016 that it is of the opinion that any losses incurred
after the date of the release are not covered by the investment
insurance policy, since they no longer count as consequences of a
political event. The Board of Directors disagrees with this position
on the part of Credendo and has sought additional advice; further
negotiations with Credendo are ongoing and, as yet, unresolved.
The Board of Directors intends to take additional steps during 2017
to resolve this dispute.
If Credendo were to prevail, it would not be required to honour our
claim related to Azercredit's non-repayment of this outstanding loan
(k€ 332). If this is the case, the loss suffered could still be covered out
of the general provision established for such losses.
The cash available at the end of the financial year equals k€ 3,496,
a decrease of k€ 3,271 compared to the end of 2015. The remaining
balance sheet entries consist mainly of expected interest on the
loan portfolio of k€ 899 and other receivables amounting to k€ 416
(mainly Credendo and recoverable VAT).
Off-balance sheet obligations include the contracts with KBC Bank
and MFX Solutions in the form of cross-currency interest rate swaps
and forward currency contracts to hedge exchange rate risks on the
outstanding loans to MFIs. These hedge all non-euro interest and
capital flows for loans made by Incofin in local currency with a cross
currency swap. At the end of 2016 Incofin cvso had exchange rate
hedging products outstanding in a total notional sum of k€ 48,054
at the hedging rate, representing 100% of the outstanding loan
portfolio. Hedged loans to MFIs in exotic currencies in 2016
represented 15% of the hedged loans. The remaining 85% consisted
of USD loans to MFIs.
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Explanatory notes to the 2016 Incofin cvso
profit and loss account
Incofin cvso closed the financial year with an after-tax profit
of k€ 1,936, which is significantly higher than last year (2015:
k€ 1,086).

We kindly ask you to approve the annual accounts at 31 December
2016. After approval, we propose to appropriate the profit for the
financial year and the profit carried forward from the previous
financial year as follows:
Profit available for appropriation

The recurring financial income amounted to k€ 3,444, principally
composed of (i) interest received on MFI loans amounting to
k€ 2,741, (ii) stock dividends received amounting to k€ 650, (iii) cash
dividends received amounting to k€ 244, (iv) fee income amounting
to k€ 474 and (iv) financing charges amounting to k€ 618.
The non-recurring financial income in the amount of k€ 750
includes the gain realized on the sale of part of the participation in
Banco FIE in the amount of k€ 924 and the additional impairment
on the participation in FIE Gran Poder in the amount of k€ 174.
The impairments on amounts receivable as of the end of 2016 show
a positive total of k€ 48 (compared to a negative € 1,212 for the
previous financial year) and consist of (i) a specific impairment
on iFinance in the amount of k€ 930, (ii) a recapture of specific
impairments on Azercredit and Credit Mongol due to repayments
in the amount of k€ 812, (iii) the addition to the general provision in
the amount of k€ 486 and (iv) the reversal of the general provision
in the amount of €k 652. The allocation of the general provision
to compensate for possible future payment defaults and currency
fluctuations is 1% of the outstanding net loan portfolio (weighted
based on the ECA risk scores).
Services and other goods totalled k€ 1,566 for the reporting period
2016 and are 10% higher than for the reporting period 2015.
The profit before tax for the 2016 financial year equals k€ 2,089
(a 68.7% increase compared to 2015) and is due to the good
performance of the loan portfolio and the sale of the participation
in Banco FIE.
After deduction of the withholding tax on interest received abroad
the profit for the reporting period is k€ 1,936.

€ 5,264,800

Profit for the financial year available for appropriation

€ 1,936,094

Profit carried forward from the previous financial year

€ 3,328,706

Allocation to capital and reserves

Allocation to the legal reserve

€ 96,805

€ 96,805

Allocation to unavailable reserves

€0

Allocation to capital and issue premiums

€0

Retained earnings to be carried forward

€ 4,284,408

Retained profit to be carried forward

€ 4,284,408

Profit for distribution

€ 883,587

Return on capital

€ 883,587

Statutory auditor
Please pronounce on the discharge to be given to the auditor for
the performance of his mandate during the past financial year.

Resignation
On 20 September 2016, Mr. Paul Steppe resigned his membership
of the Board of Directors in connection with the transfer by KBC
Bank NV of its participation in Incofin to BRS Microfinance
Coop CVBA. BRS Microfinance Coop CVBA has nominated Mr.
Vic Van de Moortel as a new Board member.
We propose appointing Mr. Paul Steppe as Honorary Director.
On 20 September 2016, the Board of Directors co-opted Mr. Vic
Van de Moortel as a Board member pending ratification of his
appointment by the next General Meeting.

Risks and uncertainties

Appointments

As a result of its activity, Incofin cvso is subject to a range of risks
including credit risks, country-specific risks, exchange rate risks
and liquidity risks. The Board of Directors pays the necessary
attention to monitoring these risks and is of the opinion that the
risks are limited and adequately covered.

We propose ratifying the appointment of Mr. Vic Van de Moortel
as a Board member; his term of office will run until the 2020
General Meeting.

Information on major events occurring after
the close of the financial year
There have been no significant events since the end of the
financial year that might impact Incofin cvso's figures at 31
December 2016.

Social performance
Incofin cvso invests in 49 MFIs in 27 countries. Together these
MFIs reach 3,394,698 clients (in 2015: 2,908,547), 73% of whom
are women. The involvement of these local intermediaries creates
a very powerful leverage effect for Incofin cvso investments. The
combined loan portfolios of the institutions in which Incofin
cvso invests amount to € 5.461 billion.
The MFIs in the Incofin cvso portfolio are robust, highperformance financial institutions with the exception of the
MFIs mentioned above for which impairments were booked:
they have good quality loan portfolios (with limited late
payments), they keep their general costs under control, and they
are profitable.

In June 2016, ACV-CSC Bouw en Industrie increased its
existing participation (100 shares) by 100 shares. ACV-CSC
Bouw en Industrie has nominated Mr. Patrick Vandenberghe
as a potential member of the Board of Directors. The Board of
Directors proposes that he be appointed for the statutory period
of six years, i.e. until the 2023 General Meeting.
The Verheeke-Dewilde family has increased its existing
participation during 2016, exceeding the 100-share threshold.
Mr. Jan Verheeke has been nominated by the family as a potential
member of the Board of Directors. A copy of his resume has been
submitted to the Board of Directors. The Board of Directors
proposes that he be appointed for the statutory period of six
years, i.e. until the 2023 General Meeting.

Reappointments
The following terms of office expire on the day of the General
Meeting on 26/04/2017
·· Mr. Johan De Schamphelaere
·· Mr. Eric Delecluyse
·· Mr. Ignace Schatteman

Directors
Please pronounce on the discharge to be given to the Board of
Directors and to all the directors individually for the performance
of their mandate during the past financial year.
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The Board of Directors proposes to renew these terms of office
for the statutory period of six years, i.e. until the 2023 General
Meeting.
The term of office of Deloitte, permanently represented by Mr.
Maurice Vrolix, will expire on the day of the General Meeting of
26 April 2017. We propose that he be reappointed for a new term
of three years at a compensation of EUR 12,050, to be indexed
annually on the basis of the general consumer index.

Report of the
statutory auditor
The statutory auditor Deloitte Bedrijfsrevisoren BCVBA,
represented by Maurice Vrolix, has submitted with the legally
required annual financial statements an unqualified statement
including a paragraph emphasizing a certain matter.
The financial statements as of 31 December 2016 give a true and
fair view of the company's assets, financial position and results in
accordance with the accounting principles applicable in Belgium.

Risk management
Risks inherent in offering and holding shares
Risks inherent in investing in shares

There are economic risks inherent in an investment in Incofin
cvso shares, as in any investment in equities: when considering
an investment decision, investors must remember that they could
lose their entire investment in shares.
Limited liquidity of Incofin cvso shares

There is no secondary market on which Incofin cvso shares are
traded. Although it is possible for a shareholder to withdraw
in accordance with the procedure set out in the Articles of
Incorporation, there is relatively limited liquidity. In addition,
the funds raised by Incofin cvso are reinvested as efficiently
as possible in its core activities. These resources are employed
by MFIs under a series of contracts for a fixed time as working
capital for financing the micro-entrepreneurs, and are thus not
immediately available for withdrawal.
Under Article 10 of the Articles of Incorporation, partners may
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only withdraw or seek a partial repayment of their shares in the
first six months of the financial year, after approval by the Board
of Directors. Finally, shares may only be transferred with the
Board of Director's prior consent.

There is no further impact on the operations of Incofin cvso,
nor on the relationship with Incofin Investment Management
as fund adviser.
Credit risks

Risks of future dividend changes

Past gains offer no guarantee for the future, and no guarantee
is given as to future gains. The dividend may rise or fall to a
maximum of 6% as set out in the Act of 20/07/1955 for cooperative
partnerships recognised by the National Cooperation Council
(NRC). Incofin cvso makes no forecasts or estimates of dividend
yields.

Risks inherent in the business of Incofin cvso
Incofin cvso is a specialist player in the microfinancing sector.
Incofin cvso invests directly and indirectly in MFIs in developing
countries, which offer microloans and financial services to small
local entrepreneurs.
Incofin cvso's investment decisions are taken by the Investment
Committee, which is made up of a qualified team of experts with
broad financial and legal expertise. They have experience of the
microfinancing sector and are well able to assess the risks of an
investment. The Investment Committee closely monitors the
evolution and management of all of these risks.
Directive 2011/61/EU of the European Parliament and of the
Council of 8 June 2011 on Alternative Investment Fund Managers
and amending Directives 2003/41/EC and 2009/65/EC and
Regulations (EC) No 1060/2009 and (EU) No 1095/2010 (“the
Directive") has been transposed into Belgian law in the form of
the "AICB" law.
Following rigorous analysis of the AICB law and consultation
with the FSMA it was concluded that Incofin cvso is covered by
this legislation. However, the impact of this legislation on the
activities of Incofin cvso is limited, for the following two reasons:
·· Incofin cvso benefits from the de minimis rule as set out in
article 106 of the AICB law; and
·· Incofin cvso is a development fund in the sense of Article 2,
1° of the law of 1 June 2008 and therefore falls within the
exceptional regime under the AICB law as specified in its
Article 180 §2 2°.
In accordance with Article 107 of the AICB law Incofin cvso has
duly notified the FSMA. Incofin CVSO will fulfil its obligations to
process the registration documentation in accordance with Article
107 § 2 of the AICB law.

Incofin cvso invests in microfinance institutions, which in turn
grant loans to people who are often unable to provide any real
security. Incofin cvso also works together with such microfinance
institutions and with microfinance funds. It cannot be ruled out
that the microfinance institutions in which Incofin cvso invests
or with which Incofin cvso collaborates could at any given
moment become insolvent, as a result of which Incofin cvso's
investment could be lost. Incofin cvso manages this risk by:
·· conducting a rigorous financial analysis;
·· evaluating their business plans;
·· evaluating their management and directors;
·· calling for regular reporting of developments in their
activities;
·· regular on-site follow-up.
Country-specific risks

Incofin invests in developing countries, which are subject to
country-specific risks. These risks include political risks (e.g. war
or civil war) and transfer risks (the inability to repatriate funds
invested in the country owing to foreign exchange shortages or
other government measures). To cover these risks, Incofin cvso
has concluded an insurance policy with Delcredere-Ducroire,
the Belgian export credit insurer, which insures Incofin's entire
investment portfolio against these risks (with an excess of 10%).

applies a sound geographic spread in the portfolio composition,
to limit this risk as much as possible.
Despite the fund manager's experience in the microfinancing
business, there is no guarantee of the identification of adequate
attractive investments or of an optimal spread in the portfolio.
Each contract is the result of negotiation, and the agreement
of both the Investment Committee and the MFI in question is
required to complete a transaction.
Exchange rate risks

Incofin actively manages its currency risk using hedging
techniques (such as cross currency swaps, forwards etc.). The
exchange rate risk on investments in local currency is not
actively hedged. In these cases, it is expected that the return on
investment will off-set the possible depreciation of the currency
concerned.
Interest rate risk

On the one hand Incofin cvso draws debt financing, and on
the other it places loans with MFIs in foreign currencies. Over
time, the interest rates at which these operations take place are
subject to market influences. Incofin cvso will always ensure
that the margin between debit and credit interest rates remains
large enough to allow Incofin cvso to continue to grow. The
fund adviser manages this risk by (i) applying fixed rates to
both incoming and outgoing transactions and (ii) determining
a "minimum" return for all loan transactions.
Liquidity risk

The institution Azercredit (from Azerbaijan), whose bank
accounts were frozen in 2014 by a court in Baku for reasons
which remain unclear, regained access to its bank accounts in
November 2015, but some uncertainty remains regarding the
collection of the outstanding claim. The case was accepted in
2015 by Delcredere-Ducroire (credit insurer) for insurance
against political risks.

The liquidity risk of the fund is relatively low given the high
liquidity and maturity of the loan portfolio. The cash available
(including available credit lines) and the outstanding loans
which will reach maturity during the coming year will always be
amply sufficient in order to meet the financial obligations and to
absorb any loan defaults.

Incofin cvso diversifies its investment portfolio (consisting of
equity investments and loans) and spreads its risks in a prudent
manner based on the risk distribution policy established by the
Investment Committee. This policy states that the exposure
to any one country or MFI should not exceed 15% and 10%
respectively of Incofin cvso's total assets.
Market risks

The investments are also exposed to market and environmental
risks, which cannot be hedged from an insurance perspective.
These risks include economic environmental factors, legal
certainty and the quality of the local regulation of microfinance
institutions. Incofin cvso analyses these issues carefully and also
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The fund manager
and advisor:
Incofin Investment
Management
15 years of impact
Incofin Investment Management (IM) is an impact investor who
believes that sustainable progress for developing economies
comes from local entrepreneurship and investments rooted in the
everyday reality of people. Investing through a dual approach, in
which both financial and social environmental indicators factor
into every investment decision, is the first manner in which Incofin
realizes this vision. Another manner is the holistic approach that
strives for sustainable progress on multiple levels: for the company
in which the investment is made, for the end user of the company's
products and services and for the ecosystems in which the company
operates.
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measuring the social performance of investments. This tool may
be used by both investors and customers. The shift from the IM
ECHOS© tool developed by Incofin to SPI4 Alinus comes from our
strong conviction that investors should use a common language
for measuring social performance, not unlike existing tools for
measuring financial performance. Using a recognized tool for
measuring the impact of social performance makes Incofin IM
a meticulous and reliable investor, because it allows for sector
comparisons and benchmarks. This tool will enable customers to
analyse their own performance more objectively and to respond to
identified needs more quickly. In addition, the tool will increase
transparency within the sector by providing more data and
enabling comparisons of social performance efforts.
Both when awarding loans and acquiring capital participations,
Incofin IM will use the SPI4 score in conjunction with its proprietary
CRS (Counterparty Risk Score). CRS evaluates customers'
institutional risk profiles by evaluating risks across dimensions
including country and market risk, property and management,
activities, financial performance, etc. The scores generated by
these tools are updated annually, which can be very helpful to
anyone studying customers' evolution in the areas of institutional,
financial and social performance.

The "Capital Plus" approach: building strong companies

With its participations, Incofin IM pursues a number of different
objectives, including: creating a more inclusive local financial
sector; developing innovative products; introducing responsible
financial practices (including the principles of customer protection);
improving various processes, e.g. providing credit; and supporting
proper management. Incofin IM has named this specific approach
"Capital Plus": it is all about creating added value through strong and
close involvement in investments "in the field". In an early stage,
Incofin IM's appointed directors work closely combined with the
institutions in its portfolio, identifying opportunities for strategic
collaboration. The financial resources for Technical Assistance
(provided by Incofin IM's various different funds) allow customers
to benefit from financial support and the expertise provided by
external consultants in order to implement targeted interventions
that support the company's priorities. Once the company achieves
its growth objectives, Incofin IM will collaborate by making
additional investments and/or supporting its management in
attracting new capital to support its continued growth.
In 2010, Incofin IM revolutionized the impact sector by developing
one of the first score cards for assessing customers' social
performance, earning much praise from CGAP, a guiding voice
in the sector. Today, Incofin is a pioneer once again by creating a
structured, objective approach to measuring social performance
management, joining other like-minded microfinance funds
(MFF), microfinance institutions (MFI) and other stakeholders
in supporting the launch of an externally developed tool for
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Increasing financial integration of small farmers and rural

In addition, Incofin IM has always
played an active role on the Council
on Smallholder Agricultural Finance (CSAF) by providing data,
experience and various resources for enhancing transparency and
knowledge about optimal applications in scenarios of financial
inclusion of the agricultural sector.

Development of the framework for impact investments

Since the impact investments sector is still very young, it still has
to prove its track record by developing parameters to demonstrate
its success and results. While Incofin IM works with a number
of different organizations in the sector to contribute to the
development of these parameters and measurement tools, it also
collaborates with a number of different workgroups to achieve the
established objectives through the implementation of agreements
reached.

Finally, as a member of Global Impact
Investing Network (GIIN), Incofin IM is
committed to working with other likeminded organizations to improve the increase in scale and the
efficiency of impact investments.

Incofin IM plays an active role on
the Social Performance Task Force
by uniting microfinance funds,
microfinance institutions and other stakeholders in building
common standards that will allow for the objective measurement
of social performance in financial inclusion scenarios.

Assets under management
Incofin Investment Management (Incofin IM) manages and
advises impact funds that strive to achieve measurable impact and
financial returns. The company has approximately 50 employees
and operates branches in a number of countries, including Belgium,
Colombia, Kenya, Congo, India and Cambodia.

Incofin IM stimulates transparency
within the financial sector's value
chain by supporting two initiatives.
As a founding member of Principles for Investors in Inclusive
Finance (PIIF) and as a member of PRI (Principles for Responsible
Investment), Incofin is committed to the application of responsible
principles in managing its investments and to provide annual
reporting on them.

As of 31 December 2016, the funds managed and advised by
Incofin IM totalled USD 831 million. Please refer to the table below
for details.

micro-, small and medium-sized businesses

Incofin IM seeks to improve its understanding of its customers'
impact within their communities by periodically collecting data
about their activities. Indicators including the numbers of borrowers
and savers, average loan amounts and numbers of branches
are collected on a quarterly basis. For its agricultural financing
portfolio, Incofin IM has developed a specific set of indicators
that revolve around sustainable land usage and sales to fair trade
organizations and sustainable value chains. Finally, Incofin IM has
developed score lists for tracking customers' progress with regard to
the fund's specific objectives. The information collected is used in
an assessment of how customers in which investments were made
are contributing to the development of their local financial sector
and the improvement of living conditions in the local communities
in which they are active.

At the same time, as one of the first supporters
of the Smart Campaign, Incofin encourages
its customers to provide the same protection
to their end customers by incorporating
these principles in the legal documents (loan or shareholders'
agreements) binding these institutions to Incofin.

Manager/
Advisor

Size (M USD)

Year of inception

agRIF

Manager

160

2015

Agricultural and rural focus

RIF II

Manager

135

2010

Rural focus

Incofin cvso

Advisor

73

2001

Broad focus

RIF I

Advisor

21

2007

Fully invested, to be liquidated in 2017

Invest in Visions

Advisor

324

2015

Broad focus

VDK

Advisor

28

2007

Managed account, broad focus, no more new investments

Fairtrade Access Fund

Advisor

30

2012

Agricultural focus, separate team

BRS

Advisor

25

2016

Managed account, broad focus

FPM

Advisor

26

2014

Full focus on Congo RDC, locally-based team

Volksvermogen

Advisor

9

2004

Managed account, broad focus

Fund/Facility

TOTAL

Strategy

831
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