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VisionFund (Cambodia) is a non-banking financial 
institution resulting from the spin-off of the former 
World Vision Program MED. In 2003 VisionFund 
(Cambodia) was registered as a microfinance 
institution and it received the license from the National 
Bank in 2004. The ownership that was till 2003 entirely 
belonging to World Vision, in 2005 was transferred to a 
newly established body, Vision Fund International, an 
umbrella for all World Vision affiliates. VisionFund 
(Cambodia) provides financial services mainly to rural 
low income borrowers with a specific focus on areas 
where WVC is implementing its programme. Moreover 
over the years VisionFund (Cambodia) developed new 
partnerships with development NGOs such as Plan 
International, Khmer HIV/AIDS NGO Alliance (Khana) 
and ILO. Loans are disbursed using the community 
bank, solidarity group and individual lending 
methodology with the possibility to borrow both in Riel 
or Dollars. The main source of financing has been so 
far Vision Fund International; the same is currently in 
charge of the overall fundraising activity for all its 
affiliates. Savings products are also offered as pilot 
project in view of the expected license for savings 

mobilization.  

Legal status Non banking financial institution 

Inception year 1990, licensed MFI in 2004  

Area of intervention Rural – Semi-rural - Urban 

Credit methodology 
Community Bank, Solidarity Group 

and Individual 



 

Microfinanza Rating  2 

 
 

Strengths Opportunities 
 

 Excellent portfolio quality 

 Strong governance  

 Widespread policies and procedures 
 

 

 Access to saving mobilization 

 Product diversification 

 Geographic expansion  
 

 
 

Final opinion 
VisionFund Cambodia is a fast growing institution with a good outreach in depth in the increasing 
competitive market of Cambodia. The main strengths of the VCF include an excellent portfolio quality, 
coupled with a strong corporate governance, a good diversification of products, quite complete policies 
and procedures and a good management team. Nevertheless, also in view of the future growth and the 
expected introduction of savings products in the near future, the institution will have to cope with some 
challenges included to overcome some shortcomings in the MIS, reduce the staff turnover and increase 
productivity which is lower than some direct competitors. VFC presents a relevant exposure to currency 
risk and the risk management framework is improvable, especially for what concerns financial risks.  
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 VisionFund (Cambodia) headquarters and Kandal office 
 VisionFund (Cambodia) provincial offices (operating in 8 provinces) 

Battambang 
Takeo 
Kampong Speu 
Kampong Thom 
Kampong Chhnang 
Phrea Vihea 
Kampong Cham 
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Benchmarking 

 
All figures of peer groups are referred to the MicroBanking Bulletin (MBB) database updated as of December 2006 and 
data from the Mix Market. VisionFund (Cambodia) ratios indicated here do not fully correspond to the ratios presented in 
the report as they are calculated according to the MBB methodology

1
. Figures for VisionFund (Cambodia) refer to 

December 2007. 
 

Though still not included between the biggest MFIs in Cambodia, VisionFund (Cambodia) presents satisfactory 
performances compared to Cambodian MFIs and to other peer groups (Asia Large and Non Bank Financial 
Institution).  
Profitability stands at a slightly lower but acceptable level, due to still higher operating expenses compared to 
peer groups. Nevertheless a somewhat higher portfolio yield allows to partially cover the higher level of 
expenses.  
Productivity still need to be improved in terms of borrowers per Client Service Officers and staff.  
Portfolio quality is excellent – and this is a common characteristic for all Cambodian MFIs. Leverage is also 
satisfactory, even if there is still room for further exploitation of the capital.   
 
 

                                                 
1
 The MBB adjusts the financial data to produce a common treatment for the effect of: a) inflation, b)subsidies, and c)loan 

loss provisioning and write-off (see MBB , Appendix I: Notes to Adjustments and Statistical Issues). 
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1. External Environment and VisionFund (Cambodia) 
positioning 

 
Institutional background 
VisionFund Cambodia Limited (VisionFund (Cambodia)) is a non-bank microfinance institution 
resulting from the spin off of the World Vision program MED. Fully owned and governed by World 
Vision, in 2003 VisionFund (Cambodia) was registered as a microfinance institution and it obtained 
its MFI license from the National Bank of Cambodia in May 2004. The ownership that was till 2003 
entirely belonging to World Vision, in 2005 was transferred to a newly established body, Vision 
Fund International, an umbrella for all World Vision affiliates all over the world.  
VisionFund is predominantly a rural microfinance provider which started with Community Bank 
loans. Solidarity groups lending was introduced for clients with increased capitalisation needs and 
gradually individual lending was also introduced, to better serve clients’ needs. Currently 
VisionFund operates through 8 branches, located in Kandal, Battambang, Kampong Speu, 
Kampong Thom, Kampong Chhnang, Kampong Cham, Phrea Vihea and Takeo. So far the 
expansion strategy has followed World Vision's Area Development Programmes2 and areas 
of operations of Plan International, Khana3 and ILO.  
As of December 2007, total outstanding portfolio overcame the US$ 10 million, for a total 
53,885 active clients served. Since its inception VisionFund (Cambodia) has been financing its 
growth mainly with World Vision funds. However in the last years the institution has proven its 
ability to borrow in the international market and currently counts within its investors of BlueOrchard, 
Oikocredit, Plan International. In 2006 VisionFund (Cambodia) also gained access to the local 
market, receiving a loan from ANZ Royal Bank.    
 
Political and macroeconomic context 
Cambodia’s macro-economic performance has been relatively good since 1999, the year in 
which political stability - after 20 years of civil unrest - was restored. The ruling Cambodian 
People’s Party (CPP) is set to win the next general election, scheduled for July 2008, and will 
retain its leading role in both local and central government in 2008-09. 

Private sector activities have 
developed, in particular thanks 
to easier access for 
Cambodian textile products 
to American4 and European 
markets and the development 
of tourism. After achieving a 
high growth rate of 13.5 % in 
2005, economic activities have 
stabilized in 2006, when Riel 
GDP grew by 10.8%, due to 
the increase in agricultural 
production, sustained growth 
of tourism, the continued 
growth in garment exports 

and the expansion of construction activities. Economic growth is estimated to have dipped to 8% 
in 2007. Although still impressive, this marks the end of Cambodia’s recent period of double-digit 
growth. Economic growth will remain impressive in 2008-09, but the pace of growth will continue to 
slow from the highs recorded in recent years.  
Moreover, the Royal Government has succeeded in keeping a manageable inflation rate over 
past years, with annual average of 4.9% and 5.6% respectively for 2006 and 2007. Consumer 

                                                 
2
 Areas where World Vision Cambodia is implementing its activities.  

3
 KHANA is a Cambodian non-governmental organization which fights against HIV/AIDS. 

4
 The US and Cambodia signed a Bilateral Textile Agreement, which gave Cambodia a guaranteed quota of US textile 

imports. 
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price inflation continues to accelerate, largely owing to the general upward trend in food prices (in 
December 2007 food prices were up by 19.8% year on year). The Economist Intelligence Unit 
forecasts that consumer price inflation will reach an annual average of 7.4% in 2008, driven up by 
rising food and fuel prices. 
 
Nevertheless, the growth registered over the last few years has had little impact on poverty, the 
inequality between the urban area of Phnom Penh and the rest of the country having tended to 
accentuate. With a GDP per capita of US$ 555, Cambodia is one of the poorest countries in the 
region: 35% of population lives below the national poverty line, and 20% of households are 
headed by a female. Social indicators are still out of touch with the Cambodian Millennium 
Development Goals. In particular, access to water still represents a major concern, with only 41% 
of population having access to an improved source of water supply. 
 
Microfinance sector 
Microfinance started in the early 1990s as Cambodia came out from a long period of conflict. 
Microcredit was first provided by NGOs trying to fill the gaps left by the banking sector. The first 
microfinance experiments were credit-oriented, to provide a kick-start to new business activities. 
After 1993 with the international recognition of a new Cambodian government, aid started to flow in 
the country and, along the decade, such initiatives were transformed into a sector led by 
profitable, regulated financial institutions.   
 
As of December 2007 there are 17 MFIs operating under licenses form the NBC and 26 
registered as rural operators. The microfinance sector in Cambodia reached almost 800,000 
borrowers and 355,000 savers by the end of 2007, although the vast majority of savings 
accounts were held at the only microfinance provider with a bank charter – ACLEDA Bank. The 
total loan portfolio reached almost 470 million US$ while savings mobilized totalled US$ 350 
million. Growth in outreach from 2003 – 2007 has been consistently around 20 percent per year. 
By December 2007, three institutions (AMRET, AMK and ACLEDA) had reached the 100,000 
borrower mark, with AMRET overtaking ACLEDA as the largest institution. 
ACLEDA Bank Plc. has nearly US$ 160 million in loans and 12 percent of Cambodia’s banking 
system’s assets. Focusing on rural areas and small businesses, ACLEDA Bank has over fifty 
percent of the domestic microfinance market. 
The sector is rapidly growing, as the loan portfolio increased by 88.6% and the number of 
borrowers by 29.7%, over the year. The microfinance sector in Cambodia appears to be splitting 
into two groups – those maintaining a focus on small-balance loans and outreach, and others 
working with a mixed product offering of micro- and SME-loans. This growth has mainly been 
fuelled by loans from foreign commercial sources, despite the presence of local banks and 
financial institutions such as the Rural Development Bank (state-owned) and Canadian Bank, 
which mainly channelled funds provided by international financial institutions such as ADB and 
KfW. Within Cambodia, the Rural Development Bank and the National Bank of Cambodia have 
extended funds to some MFIs, but beyond those institutions, local financing has been much 
harder to come by. Foreign microfinance investment funds (with varying degrees of ‘commercial’ 
approach) have filled this gap, providing approximately two-thirds of all funding from outside 
Cambodia, or 54 million US$. The remainder is made up of subsidized funds from international 
NGOs and development financial institutions (DFIs; e.g. IFC, ADB). 
 
No formal mechanism exists for MFIs to exchange information on borrowers, while banks have 
created their own credit bureau (even if just collecting negative information). In order to meet their 
specific needs, licensed MFIs established in 2004 the Cambodian Microfinance Association 
(CMA), aiming at supporting the sector by providing training opportunities, policy advocacy, 
enhancing information exchange between the different operators. CMA plays an important role in 
creating local and international networks, promoting coordination and facilitating conflict resolution 
between institutions, therefore remaining rather weak compared to banking association. Recently, 
all MFIs within CMA signed a Memorandum of Understanding about fair competition and is 
pushing MFIs to facilitate information sharing in order to avoid clients’ over indebtedness.  

http://www.acledabank.com.kh/


VFC – Cambodia – April 2008 Chapter 1 
 
 

Microfinanza Rating  8 

Regulation and supervision 
In November 1999 the National Bank of Cambodia (NBC) issued a new law on banking and 
financial institutions, followed in 2000 by a decree ('Prakas') regulating the microfinance 
industry by licensing and registering major microfinance providers. NGOs and microfinance 
projects were given the opportunity to transform into formal financial institutions (limited liability 
company or cooperative), or simply to be registered when they do not qualify for licensing criteria. 
The new prakas (2000 and 2002) marked a shift toward the commercialization of microfinance 
and its integration into the formal financial system of Cambodia. On 18th December 2007 the 
National Bank issued a new Prakas regulating savings mobilization. Amongst the main 
requirements introduced by the decree it is worth mentioning the need to have a minimum capital 
of US$ 2.5 million and a liquidity ratio of 100%5.  
 
Registered and licensed MFIs are submitted to a set of regulatory and supervisory provisions, out 
of which the main are the following: 
 Licensing requirements: a microfinance institution is required to be incorporated as a 

limited liability company or a cooperative.  
 Supervision: registered MFIs need to submit quarterly reports including: financial 

statements, breakdown of loans/deposits by sector and currency; loan classification and 
delinquency ratio and network of branches and offices. No on site supervision is required 
for registered MFIs. Supervision activities are concentrated on licensed MFIs, which need 
to present monthly and annual reports including: audited financial statements, BOD annual 
report, statistics of staff and salaries; updated organization chart. Suspicious transactions 
should also be reported. Off-site supervision focus on capital adequacy and loan 
performance. Yearly on-site supervision is planned for licensed MFIs.  

NBC has proven to be flexible and supportive toward a growing microfinance sector, softening the 
capital adequacy (from 20% to 15% of total risk weighted assets), accepting to some extent the 
currency risk (all MFIs but also many commercial banks present relevant net position in US$ and 
the NBC is pushing local banks to lend to MFIs in order to cross benefit for the open position). In 
April 2008 NBC implemented new Charts of Accounts, more similar to the ones of the banking 
sector.   
 
VisionFund (Cambodia)’s market positioning 
As of December 2007, VisionFund (Cambodia) is ranked number five in terms of active 
clients and number six in terms of total outstanding portfolio - not including ACLEDA.  
Being working in 8 provinces and in 53 districts all around Cambodia in close collaboration with 
World Vision and recently with other partners, such as Plan International and Khana, VisionFund 
(Cambodia) gained over the years a good reputation among clients and local authorities. Since its 
inception its approach has been very much focused to local communities as the original lending 
methodology has been based on Community Banks. Later on the institution developed solidarity 
group loans and individual loans, in order to satisfy clients’ needs.  
Over the last year, VisionFund (Cambodia) has maintained its market share, serving almost 9% of 
total microfinance borrowers, with an outstanding portfolio accounting for 7% of the total portfolio. 
Certainly its importance diminish if we include in the figures ACLEDA. (6,8% and 2,3%)  
 
In recent years, competition on the microfinance market has increased, due to the rising 
number of practitioners and the inflow of available resources. This results into an increasing 
geographic overlapping, with previously specialized MFIs starting offering both individual and 
group loans in order to diversify their portfolios. The main competitors for VisionFund 
(Cambodia) are AMRET and AMK. The highest degree of competition is certainly felt in Phnom 
Penh which is also the only branch in which VisionFund (Cambodia) serves urban clients. 
However, to escape from saturation of existing areas, VisionFund (Cambodia) is planning to 
expand to new provinces and more remote districts, not yet served by competitors. The expansion 
strategy has been driven and will be still driven in the future by the collaboration with VisionFund 

                                                 
5
 Calculated as liquid assets (cash in hand + deposit with NBC + deposit with banks + loans maturing in the next 30 

days) over adjusted amount of deposits (25% of voluntary savings).  
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(Cambodia) partners. First of all World Vision Cambodia, the mother institution of Vision Fund, 
Plan International, Khana and recently also ILO. The relationship with World Vision especially has 
been very tight as VisionFund (Cambodia) is still sharing offices with WV staff in almost all the 
provinces. Even though this could theoretically causes problems of misunderstanding of the work 
done by the financial service provider, so far clients demonstrate to appreciate such close link and 
on the contrary VisionFund (Cambodia) gained more visibility on the market.  
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In general, VisionFund (Cambodia) is regularly monitoring competitors and demand. The 
restructuring of the organizational chart, implemented in January 2008 created a new function, fully 
dedicated to the analysis of competition and clients’ satisfaction called Product Development. 
Moreover a Product and Pricing Committee also exists, being in charge of the decision about 

interest rate 
movements.   
  
The combination of 
high competition 
and absence of an 

effective 
information 

exchange brings 
about a risk of 
overindebtedness, 
with potential 

negative impact on the portfolio quality of MFIs. To overcome this, CMA is working to develop a 
Code of Ethic for all the MFIs and recently produced a Memorandum of Understanding about fair 
competition. At the same time CMA is starting to collect blacklists of clients from all members – 
even thus facing the problem of multiple tracking of clients, as per the use of IDs, passports, family 
books, driving licenses and so on for identification purposes by the MFIs).  
 
The main competitive advantages of VisionFund (Cambodia) can be considered the following: 
 Fast procedures;  
 longer maturity; 
 friendliness of staff and good customer service.  

On the other side, competitive disadvantages are linked to the limited product offer (no credit line 
and no emergency loans) and from the upper limit in the loan amount. Slightly higher interest rated 
have also to be reported especially compared to one of the main competitor, AMK. This is however 
partially compensated by the possibility to get a life insurance.   
Nevertheless, VisionFund (Cambodia) is continuously working on the development of new 
products: currently the Business Development Department is working on “mobile phone 
banking” and “association loan”.  
The big challenge for VisionFund (Cambodia) lays now in the possibility to mobilize savings – once 
the application to the National Bank will be completed and approved - which will require a relevant 
change in the approach and organization and a strengthening of operations.  
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2. Governance and operational structure 
 
Ownership and Governance 
VisionFund (Cambodia), originally a credit program of World Vision Cambodia since 1990s, is a 
Microfinance Institution registered with the Ministry of Commerce in 2003 and licensed by the 
National Bank of Cambodia in 2004. The entire paid-in capital of VisionFund (Cambodia) was 
initially owned by WVC, and later on, in March 2005, 99.99% of the shares were transferred to 
Vision Fund International (VFI), an umbrella organisation for all the World Vision affiliates.  
Even thought an important increase in share capital is foreseen in the short period - in order to 
meet the minimum capital requirement for the mobilization of savings – the ownership structure 
will not change and VFI has no plan in the medium term to open the capital structure. In fact the 
increase of equity will be fed by retained earnings and by the conversion of a VFI loan into capital.  
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The main governing body is for its majority composed by World Vision and Vision Fund 
International staff, even though the efforts made to broaden the BoD brought in also three 
independent members (even if one is the former country director of World Vision and chairman of 
VisionFund (Cambodia) with banking and management expertise. The Executive Director of 
VisionFund (Cambodia) also participates to BoD meeting but without voting right. BoD members 
work on a voluntary basis. Overall the BoD composition results to be satisfactory and well 
balanced between the social mission of VisionFund (Cambodia) as affiliate of World Vision 
and the sustainability and profitability of the MFI itself.  
The strict relationship with WVC, demonstrated by the strong presence of WVC staff in the BoD of 
VisionFund (Cambodia) (2 persons included the chairwomen) together with the strong operational 
relationship (sharing of offices and join strategies) among the two organizations, implies a potential 
relevant influence of WVC on the operations and strategy of VisionFund (Cambodia). In order to 
clarify this issue a contract which regulates the relationship among the two institution has been 
signed even if a potential risk still exists. 
 
The Board is moreover structured in two committees: the Audit and Risk Committee and the 
Resource and Leadership Committee. Both Committees were established two years ago and 
usually meets 4-6 times per year thus strengthening and speeding up the decision making process 
in official BoD meetings which take place on a quarterly basis. The Audit and Risk Committee 
which consists of some member of the BoD plus some VisionFund (Cambodia) staff has been 
established to monitor and assess internal audit effectiveness and to follow up external auditors 
recommendations. Moreover The Audit and Risk Committee is also responsible for overseeing 
overall risks in VisionFund (Cambodia). The Resource and Leadership Committee on the other 
side deals with HR issues and analyze staff turnover and market trends.  
 
On a yearly basis BoD is performing self-assessment and assessment of the work done by the 
ED. Moreover continuous and effective communication exists between the management and the 
BoD, thanks to the longstanding relationship with some members of the Board and also to the fact 
that World Vision offices are in the same building of VisionFund (Cambodia) – which allows an 
immediate communication.  
 
VFI plays also an important role in terms of constant control of the performance and the operations 
of VisionFund (Cambodia). As in the case of all the affiliates of VFI, data are collected on a 
periodical base, analyzed at a network level and monitored. Moreover the headquarters of VFI 
have frequent contacts with the management of the MFIs. 
 
Organisation and structure 
VisionFund (Cambodia) developed over the years a network of 8 branches, which cover 8 
provinces and 53 districts of Cambodia. Since its inception VisionFund (Cambodia) established 
branches in areas where World Vision started its Area Development Programs; moreover a 
formal policy of the BoD requires VisionFund (Cambodia) to have 80% of its operations in ADPs 
areas. Nevertheless the decisions have been always supported by market studies, analyzing the 
potential of this market, both for credit and savings services. 
For 2008 VisionFund (Cambodia) is planning to open 3 more branches in Banteay Meanchey, 
Siem Reap and Pursat. collaborating closely in the regions also with other partners such as Plan 
International, Khana and ILO.  
 
VisionFund (Cambodia)’s organizational structure has been revised at the beginning of 2008 
with the main purpose to support the future growth and strengthening the operations. As a 
consequence some Managers are new in their positions and some new functions at middle-
management level have also been created thus further enhancing an already good management 
structure.  
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Within the organization there exists an Executive Team which meets once a week gathering 
together all Top Managers to discuss policies, strategies and problems solving. A more operational 
Management Team is in place, with the participation of branch managers, unit managers and 
department heads who meet on a quarterly basis to get the perceptions and suggestions directly 
from the field. In addition, even though not holding formal and regular meetings, 12 other 
Committees exist and meet based on need. Among these the Legal Compliance Review 
Committee, External Environment Analysis Committee, Performance Development and 
Management Committee, Social Performance and Integration Review Committee, Asset and 
Liability Management Committee, Product Development and Pricing Committee. 
 
Human Resources 
As of December 2007, VisionFund (Cambodia) counts 
on 330 employees, out of which 174 are Client Service 
Officers (51 of them are on training), with a staff 
allocation ratio worth of 54.5%. Over the years 
VisionFund (Cambodia) has been continuously 
employing new people in view of the expansion to new 
markets and as back up policy for staff turnover.   
 
VisionFund (Cambodia) relies on a sound and motivated management team. Though all staff at 
management level is young all of them are skilled and counts with a deep knowledge and a 
longstanding experience in World Vision and Vision Fund. Overall, the staff is competent and 
committed to the institution’s goals. As of December 2007 overall staff turnover stands at 
19.4%; nevertheless when excluding staff on training and volunteers, turnover drop to a lower but 
still relevant 15.9%. Certainly VisionFund (Cambodia) is loosing Client Service Officers and lower 
level staff to World Vision and other partners while is acquiring skilled and experienced staff from 
WV and other players in the market. Indeed salaries at management level in VisionFund 
(Cambodia) are not in line with the market and in general salaries are not aligned between WV and 
VisionFund (Cambodia) and this pushes exchange of staff between the two organization. Being 
aware of such an important issue VisionFund (Cambodia) studied the turnover in the market 
completing a comparative study with its main competitors. The results showed that the 
phenomenon is an outcome of the strong competition characterizing the Cambodian labour market 
and that in general many MFIs are affected by a similar problem.   
 
There are 8 people in the HR Department, and 2 more people will be hired in April 2008 to support 
trainer and recruitment officer. There exist Job descriptions for all the staff and the HR Manual 
has been updated at the beginning of 2007.  
Recruitment is done on inventory basis, especially for CSOs, looking for young and flexible 
people. Every new staff undergoes a 3 to 6 months training on the job after which a formal 
assessment is done. For Top Management position the selection come mainly from internal 
promotion. Presently the HR Manager is developing a Succession Plan for Top Management 
position and efforts are spent in doing capacity building for management in general.   
 
Training offered to staff is based on a staff appraisal, performed at the end of each year and 
consists of external, internal and international workshops. External trainings are mostly provided by 
CMA while international ones are the summer schools promoted by World Vision and Vision Fund 
International. Recently VisionFund (Cambodia) also established a collaboration with a Cambodian 
University to offer degree on microfinance to VisionFund (Cambodia) staff. The budget for training 
is defined as 10% of total salaries and currently satisfies the needs of the institution.  
 
Salaries, mainly at management level, seems to be slightly lower than the market levels even 
if no fully relaible information is avalable. VisionFund (Cambodia) is closely monitoring the level 
fo salaries in the market, using the service of an HR company which conducted last year and will 
conduct again in April a salary survey for the institution (even if data for management positions are 
not fully reliable).Beside the base salary VisionFund (Cambodia) staff receives the individual 
incentive and a team bonus. The first one which mainly depends on number of clients, portfolio 
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quality and volume of portfolio allows the CSOs to double their salary. The team bonus on the 
other side is based on overall performances of VisionFund (Cambodia) and will be paid for the first 
time in 2008. The institution does not offer staff loans; however being aware that this could help 
increasing staff motivation and reducing staff turnover it is currently discussing the opportunity to 
introduce internal loans.      

 
Internal control and risk management 
Various elements of a risk management framework are already in place even if there is space 
of improvement in terms of formalization of policies and procedures, definition of limits to risk 
exposure and monitoring of some risks, in particular for what concern financial risk management. A 
further strengthening of an integrated risk management framework is needed. On the one side the 
Audit and Risk Committee is monitoring and taking actions to limit the exposure to risks. At the 
same time the effectiveness of the ALCO Committee is still limited also given the quite low 
frequency of the meetings.  
 
Despite this, VisionFund (Cambodia) relies on a good Internal Audit Department, the same 
composed by 5 people and directly reporting to the Audit and Risk Committee (established 
within the BoD).   
The annual Audit Plan is approved by the Audit and Risk Committee which on quarterly basis 
meets the Auditors to discuss and analyze audit reports. Regular audits twice a year of each 
branch, spot checks and special investigations are systematically performed as well as follow-ups 
of the recommendations given to the branches. Regular audits are complete and comprehensive 
(including audit of cash, MIS, operations and funding) and comprises a 3 to 5% checks on clients 
each time (quite satisfactory but improvable according to the experience of other MFIs). 
Undoubtedly the introduction in 2006 of the Quality Assurance Officer in each branch 
improved a lot the overall standardization of procedures and control over operations. Being 
spending 85% of his time in the field, the QAO supports the branch in capacity building for CSOs 
and verify compliance with policies and procedures through visit to clients. Results so far have 
been satisfactory. QAOs are independent at branch level as they report to the Quality Assurance 
Manager at HQ (a fact that somehow limits the independence of the control function).     
 
Presently, the most common issues arising from the audit of operations refer to the MIS which still 
involves a relevant number of manual transactions leaving space to human errors, to security and 
cash handling which in some cases result in frauds and to currency exposure as VisionFund 
(Cambodia) not yet meet NBC requirement for open position in foreign currency. Policies and clear 
limits exist to reduce the risk involved in cash handling and the overall outcome results satisfactory. 
Minor cases of frauds occurred in the past but immediate dismissal of staff in case of fraud is in 
place and assure a conducive control environment.  

 
Accounting and external audit  
For the last 4 years VisionFund (Cambodia) has appointed PriceWaterhouseCoopers and KPMG 
as external auditor. The auditors have expressed an unqualified opinion on VisionFund 
(Cambodia)’s financial statements. 
VisionFund (Cambodia)’s accounting policies and reporting are in accordance with the IAS and 
International Financial Reporting Standards (IFRS) and fully comply with the Disclosure 
Guidelines for Financial Reporting by the Microfinance Institutions. 
Internal financial statements are produced on a monthly basis but there is a certain delay in getting 
the report available as the same is ready only on the 12-15th of the following month. Moreover the 
financial statements per branches are improvable in terms of clear separation of financial expenses 
(currently included in the operating expenses). This could give a better representation of efficiency 
per branch.  
As far as reversal of accrued interest6 on non performing loans is concerned it is longer than usual 
Microfinance Practice even if it is prescribed by the National Bank.  
 

                                                 
6
 Accrued interest are computed till 180 and 360 days respectively for short and long term loans . 
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Management Information System 
VisionFund (Cambodia) implemented eMerge LTS in 2005 following the policies of World Vision 
while uses SunSystem as accounting software. 
 
Branches which were till last year connected through lease line due to slow internet connection 
since 2007 are not working anymore online. Only the most distant branch, Battambang, kept active 
the connection with the HQs while the rest of the branches send every day using a taxi loan 
documents to the HQs. However the consolidation and update of information into eMerge 
implies a time lag and a certain delay (usually of 5 days).  
LTS and accounting system are not integrated and thought a sort of interface between the two 
systems exists, the degree of manual work, especially for cash movements, is still relevant 
and requires double controls. Accounting is centralized having branches responsible only for 
basic bookkeeping and sending weekly the consolidated information at branch level to HQs. To 
overcome such limitations of the system, complementary procedures have been developed in 
specific cases, so cash reconciliation is done daily as well as monitoring of portfolio at risk (via 
sending sms to Service Post Manager and Branch Manager). Overall, apart from the above-
mentioned delays in data consolidation, the difficulties in working online due to the slowness of the 
connection may represent a problem as soon as the planned savings service will be 
massively implemented. Nevertheless VFC is currently testing ADSL connection in some 
branches for the future introduction of savings. Moreover in case of need, larger bandwidth is 
available in the market to manage on-line increasing transactions related to savings evn if with a 
quite high cost. 
 
Reporting is not still fully customized to VisionFund (Cambodia) needs and appears to be slow, 
due to the volume of clients managed by the system. Reports are produced at HQ and sent to the 
branches on a weekly and monthly basis. Besides, monitoring of important data, such as 
information on drop-out ratio, are not undertaken on an automated basis.  
 
Overall security of the system in terms of backups and password is satisfactory. Backups 
are made daily in the branches and a weekly backup is sent to the HQ. At the HQ backups are 
made in two copies (one copy kept outside the building). Passwords to access to the system have 
to be changed every 6 months. A disaster recovery plan has been recently developed. 
 
The current MIS represents one of the area for improvement for VisionFund (Cambodia), 
especially in view of the planned transformation into a savings-based organization. Plans for 
changing the MIS have been already discuss at VFI level (including all WV affiliates) and a 
decision on the possible purchase of a new software for all the affiliates will be taken in 2009.  
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3. Lending and saving operations 
 
Lending products 
The core product for VisionFund (Cambodia) has been since the very beginning the community 
bank loan. Designed to provide financial services for the poor micro entrepreneurs, build civil 
society and strengthen community participation a community bank is composed of four to unlimited 
members (within the village). Loans are given to individual clients and guaranteed by the peer 
group member. Later in order to meet the rising demand of upgrading clients VisionFund 
(Cambodia) introduced also solidarity group loans (for 2 to 10 members) and in 2004 the offer 
was completed with individual loans. Individual loan focuses on asset creation of the poor, 
including land and housing acquisition as well as working assets investment. Depending on the 
preference of the client, loans can be given in both local riel (KHR) and US$ currencies. 
 
Even though less than half (48%) of the outstanding portfolio is dedicated to Community 
Bank loans, the concentration of clients into this category of loans turns to be much higher 
with 86% of total borrowers. VisionFund (Cambodia) social focus is reflected also in the analysis 
of clients’ profile using scorecards and monitoring the effective impact of the loan. In fact 
VisionFund (Cambodia) measures its success in moving its clients to the next economic tier, 
categorizing them as: the poorest of the poor, the poor, the not-so poor and the non poor is 
achieving a 60-60-60 target for the movement from one category to the other. Back in 2004 World 
Vision Australia did a complete study on clients and clearly showed VisionFund (Cambodia)’s level 
of success with an 80-83% movement of client from being poorest to poor after joining community 
banks for two to three years, and a 70% movement of client from being poor to not so poor. Apart 
from a concrete possibility to repeat the same study this year VisionFund (Cambodia) has also 
recently created a dedicated function, namely, Social Performance and Integration, which will 
be responsible for setting guidelines on Social Performances and for monitoring results 
achieved.  
 
To be more appealing in a very competitive market not putting pressure on interest rates, 
VisionFund (Cambodia) pioneered a micro insurance product. Even though the legal ownership 
of the micro insurance is under World Vision operations7, VisionFund (Cambodia) represents the 
commercial vehicle for the insurance which is included to the loan product as additional benefit 
and offered to VisionFund (Cambodia) clients.  
 
Further product diversification is expected in 2008 with the launch of Association Loans: 
loans offered to a category of people working in the same sector and benefiting from the sharing-
purchase of a machinery. Moreover the recently restructured Business Development Department is 
designing new products and seeking for partnership to maintain a pioneer role in the microfinance 
market. Though presenting a quite interesting product diversification, VisionFund (Cambodia) is 
taking into consideration the interest rate pressure and the other characteristics of the loan 
products having the Pricing Committee performing a survey in all the branches, to eventually 
decide a possible minor reduction of interest rate that, at the moment, are in line with the market, 
except AMK which is lower. 
 
  

                                                 
7
 As well as all costs and revenues. VFC receive only a fee for its service.  
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Lending procedures 
VisionFund (Cambodia) relies on sound and widespread Credit policies and procedures. If in 
the past some inaccuracies and differences in the implementation of credit policies were existing 
between different branches, with the introduction of the Quality Assurance Officer in each branch, 
a more precise compliance with policies and procedures has been achieved.  
 
Overall, the credit process is smooth and rapid, taking 3 days for the disbursement of an 
individual loans and up to a maximum one week for a community bank loan. The assessment 
of the clients’ repayment capacity and the monitoring of clients appear to be adequate and 
effective. Different loan application and evaluation formats exist for community bank, solidarity and 
individual loans. For individual loans, the evaluation of the client’s ability to repay is based on the 
analysis of the cash flow of the business for the coming year and on the collateral, which should 
represents 180% of the value of the loan. On the other side it is worth mentioning that for 
Community Bank loans, Client Service Officers are supported by Community Bank Management 
Coordinators – part time employees of VisionFund (Cambodia) who follow the whole loan process 
creating a stronger local linkage with clients. In general products are well tailored to clients’ needs 
and results to be satisfactory for final borrowers.  
 
Monitoring of the client is performed one week after disbursement to verify the effective use of the 
loan and subsequently once a month. On average a CSO visits 10 clients per months but also 
service post manager as well as branch manager and quality assurance officers visit clients on a 
regularly basis. Similarly is done the follow up of delinquent clients, what results in a successful 
control over delinquencies.  
 
A risk related to cash handling and transportation still exists, as CSOs collect repayments 
directly on the field. Notwithstanding this, VisionFund (Cambodia) has implemented a set of policy 
with specific limits and insurance which adequately protects against this risk. Moreover each 
branch has a bank account in ACLEDA and daily excess of cash is deposited to the bank.  
 
Loan approval is done one by one and this allows to speed up the credit process as different level 
of approval are defined. Service Post Manager: approve up to US$10,000 for CB and SG and up to 
US$2500 for IL. Branch Manager: approves up to US$15,000 for CB and SG and US$5,000 for IL. 
Operations Manager/Senior Operation Manager: approve up to US$20,000 for his/her supervised 
branch (CB and SG) and co signed with COO for IL US$,5000 to US$10,000. COO: approves up 
to US$2,5000 for CB and SG and co-signed with OM or SOM for IL from US$5000 to US$10,000. 
Above this has to get the approval from Executive Director or Board as per Level of Authority. 
 
Collaterals and accessibility 
In general accessibility to loans offered by VisionFund (Cambodia) is good and sustainable 
for final borrowers. Clients gathering to access a Community Bank loans are divided in sub-
groups and are required a joint liability. For clients accessing solidarity group and individual loans 
apart from the joint liability, land titles are also requested and the collateral should have a value to 
loan of 150% for SG and 180% for individual loans. The use of collateral is usual for the individual 
methodology, it is not for the solidarity group methodology, which is usually based only on the joint 
liability in order to facilitate the access to poorer clients.  
 
VisionFund (Cambodia) applies a quite strict and prudential policy on the use of collateral; CSOs 
and Service Post Managers are responsible for the evaluation of collateral. The limited 
availability of land titles issued by the government still represents a problem in Cambodia, 
although the government is currently working on a project to solve this problem. Moreover the 
effectiveness of land titles when used in front of the Court is still limited.  
 
The institution appears to be theoretically well backed with guarantees and is able to maintain a 
very good quality of portfolio. For this reasons, due to the lengthy and bureaucratic procedures of 
the legal cases and also to the social mission and image of VisionFund (Cambodia) and WV cases 
of clients brought to Court are very rare.  
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Savings and other banking services 
During 2007 VisionFund (Cambodia) launched a pilot project for savings mobilization in two 
branches: Kandal and Kampong Cham. The institution developed two different kind of savings 
product, one called voluntary savings and the other one called social investors deposits. As 
the name clearly disclosed the target clientele for the two product is pretty different. On the first 
case it includes usual VisionFund (Cambodia) borrowers who want to save very little amount of 
money (the minimum accepted balance is just US$ 1). In the second case savers are people who 
have the capacity to deposit from a minimum of US$ 500 up to a maximum of US$ 25,000. Social 
investor deposits are remunerated at a competitive market rate ranging from 4 to 9.5% in US$ and 
from 5 to 10.5% in local currency. Voluntary savings on the other side earn a less competitive 2% 
in US$ and 2.4% in Riel.  
2007 registered a limited amount of transactions which summed less than US$ 150,000 for a total 
of 70 savers. Nevertheless, along with the formal application to the National Bank Licence for 
savings mobilization, expected by the end of 2008, VisionFund (Cambodia) started to study how to 
solve connectivity problems and is currently testing ADSL, at least for the initial period while the 
amount of transactions will still be limited. At the same time VisionFund (Cambodia) IT department 
is developing a new system for cash management called XCash.  

 
Although the current capacity to mobilize savings is still limited due to the general lack of trust 
towards financial institutions and the lack of savings culture within Cambodian people, VisionFund 
(Cambodia) with the support of an international consultant from Vision Fund International is 
working on implementing the necessary changes which will allow a safe and sound management 
of savings.      
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4. Assets structure and quality 
 

Assets structure 
VisionFund (Cambodia) average net portfolio 
represents 86.3% of total assets, showing a 
constant and adequate concentration into the 
core business. As of December 2007 the 
concentration into portfolio results to be 
considerably lower, due to the inflow of the 
BlueOrchard loan. However on average cash 
and banks during the whole year stands at a 
high 10.3%. Even though currently the financial 
structure of VisionFund (Cambodia) does not 
call for such a considerable level of liquidity, the 
Board established  to keep liquidity between 
5-10% of total assets.  
The residual 3% is almost equally divided into net fixed assets, accrued interests, other assets and 
fixed deposit with the National Bank at 6 months.  
 
Portfolio structure 
As of December 2007 VisionFund (Cambodia) total outstanding portfolio overcame the US$ 10 
million, registering a continuous and stable growth of 78.5% (compared to the 74% of the 
previous year). Almost half of the portfolio is distributed in Community Bank loans, which in terms 
of number of borrowers represent more than 86% of total VisionFund (Cambodia) clients. On the 
other hand, individual clients, in number only 4.8% gather 31.7% of total portfolio.  

 
The social focus of VisionFund (Cambodia) is moreover confirmed by the low average disbursed 
loan amount. As of December 2007, an average client was receiving US$ 238, slightly more than 
the US$ 210 of 2006. Indeed the average disbursed loan size on per capita GDP stays at around 
40-45% and together with an 84.3% of women borrowers8 demonstrates a satisfactory outreach in 
depth.  

                                                 
8
 It is worth mentioning that this figure may be distort as in many cases women are borrowing on behalf of their husband 

who is then using the loan.  
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Thanks to the introduction of the Product Development position, which will have on board its 
manager in April 2008 and a team of 3 more people, VisionFund (Cambodia) aim to strengthen the 
analysis of clients’ satisfaction and of competitors. So far clients’ satisfaction and reasons for 
desertion were informally collected by Client Service Officers in the field with the risk of loosing 
useful information. Even tough as of December 2007 drop out ratio stands at 26.1% which 
should be considered an acceptable level, it is worth noting that in the last year drop out 
registered an remarkable growth (+59%).  

 
Distribution of 
portfolio among 
different branches 
is satisfactory, 
having the oldest 
branch covering 
23.3% of portfolio 
and keeping an 
excellent portfolio 
branch. Overall, the 
only branch which 
experienced some 
problems in 
delinquency has 

been Kampong Chhang due to over indebtedness of clients having multiple loans with several 
MFIs. Over the next years, VisionFund (Cambodia)’s aims at consolidating its presence in existing 
operational areas, while expanding to the northern part of the country. 

 
Even though 
64% of the 
portfolio is 
concentrated in 
agriculture, is 
the trade which 
presents the 
higher risk 
(with 0.3% of 
PAR 30).  
 

 
The analysis of the portfolio by amount does not reveal important concentration. However it clearly 
shows a concentration of risk in the bracket US$ 2,000 – 5,000. PAR > 30 days is 0.44% for this 
category of loans and overall represents half of the total delinquencies for a relative small part of 
portfolio (12.2%).  
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Analysis of portfolio by 
term shows an important 
concentration of portfolio 
and clients in short term 
loans. Nevertheless the 
higher risk is held by long 
term loans which 
represents 10% of total 
portfolio.   

 
Loan portfolio quality 
As of December 2007, VisionFund 
(Cambodia) shows an excellent portfolio 
quality, following a continuous decreasing 
trend over the last three years with a PAR > 
30 days worth 0.21% and a PAR > 1 day of 
0.30%.  
 
So far VisionFund (Cambodia) never 
applied neither restructuring nor 
refinancing of loans. Nevertheless 
policies and procedures exist for these kind 
of riskier loans.  
 
As of December 2007 write-off ratio 
stands at 0.2%, confirming the good 
quality of portfolio. Even though VisionFund (Cambodia) has demonstrated so far an adequate 
capacity to keep delinquencies under control, the low accumulated loan loss reserve (of 2% as of 

December 2007) 
does not allow to 
achieve full 
coverage. In fact risk 
coverage ratio 
stands at a low 
32%. To improve risk 
coverage ratio at the 
beginning of 2008 
the management 
introduced a general 
provision of 0.1% of 
total portfolio.  
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5. Financial structure and ALM 
 
The debt to equity ratio is equal to 2,4 as of December 2007, with a strong increase during the 
last two years (1,1 as of December 2006 and 0,4 as of December 2005). Capital adequacy stands 
at around 33.4%, thus fully complying with the NBC regulation which requires a CAR (on Risk 
Weighted Assets) higher than 20%. 
The current financial leverage leave space for a relevant increase; nevertheless it is worth noting 
that the rapid expansion of portfolio coupled with a ROE lower than portfolio growth will ask in the 
medium term a more aggressive capitalization. 
 
Liabilities and equity structure 
As of December 2007, VisionFund (Cambodia) 
liabilities stand at US$ 9,6 millions out of which 
US$ 8,8 millions are loans. Funding liabilities 
have shown a remarkable growth compared to 
the previous years (+170% in 2007 and +236% in 
2006). Since 2007 VisionFund (Cambodia) has 
started a process of diversification of its funding 
sources which were till that time provided only by 
Vision Fund (and World Vision). VisionFund 
(Cambodia) has now a loan from Blue Orchard 
(US$ 2 millions), Oikocredit (US$ 1 million), Plan 
International and from a local bank, ANZ Royal 
bank of Cambodia which have disbursed two 
loans for a total amount of US$ 1,3 million. These 
funding sources represent now 52% of total 
borrowing of the institution with a more satisfactory diversification of the resources even if 48% of 
the total still comes from Vision Fund. All the loans have a medium term (between 2 and 5 years) 
and, apart from a small loan of Plan International (US$ 264.000) and some of the older loans of 
VFI with a fixed interest rate, bear commercial conditions. The increasing commercial feature of 
VisionFund (Cambodia)’s borrowing is confirmed by the trend of the cost of funds which has 
passed from 4,9% in 2005 to 7,8% in 2008. 
 
Most of the funding sources are denominated in US$ (88,3% as of December 2007), with the 
only exception being for the loan of Oikocredit, which coupled with a large portfolio in KHR 
generate a large open position in FX (see below). Given the appreciation of the Real against the 
US$, this mismatching has originated a gain. While the NBC is promoting the concession of loans 
in local currency to the MFIs from local banks (which have a short position in US$), at the moment 
the access to loans in local currency is almost inexistent. International investors instead are 
starting to offer loans in local currency. It is worth to mention that VisionFund (Cambodia) have not 
accessed to the back-to-back scheme promoted by the NBC to cover the exchange risk. 
 
In the previous years VisionFund (Cambodia) experienced sometimes delays in the reception of 
loans from VisionFund International compared to the planned schedule with consequences in 
terms of liquidity crunches and occasional lower growth compared to the planned one. For 
example VisionFund (Cambodia) had to obtain a loan from ANZ Royal bank of Cambodia to cover 
a liquidity need generated by delays in the approval by VFI of new loans from external investors. 
Starting from 2007 the fundraising activity has become direct responsibility of VFI and all the 
loans contracted by VisionFund (Cambodia) has to be approved by VFI. These constrains seem to 
be mitigated now as VFI is improving its operations. The umbrella organization for all World Vision 
affiliates is indeed designing a global funding strategy which aims at gathering together the 
financial needs of all the affiliates and negotiating large loans to be allocated to the different MFIs 
with a potential benefit in terms of lower interest rate and in general more favourable conditions.  
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In order to satisfy the future financial needs VisionFund (Cambodia), in collaboration with VFI, is 
discussing with several current and new (as Developing World Market) international investors. 
Moreover it is in negotiation with a new local bank, the Foreign Trade Bank.  

 
As of December 2007, VisionFund (Cambodia)’s total 
equity is equal to US$ 3.958.430, with paid-in capital 
counting for 19%. The 49% of donated equity (which 
can be considered an hybrid capital) is constituted by 
funds received from World Vision while the remaining 
part is retained earnings.  
Equity has posted a growth of 11,9% in 2006 and 
20,1% in 2007 explained by an increasing level of 
profitability. VisionFund (Cambodia) is in the process to 
convert part of the retained earnings and a loan from 
VFI in share capital to fulfil the minimum capital 

requirement of US$ 2,5 millions to collect savings. The conversion has been approved by the 
BoD (still not by the shareholders) but has not yet obtained approval by the NBC due to some 
procedural objections. Moreover the NBC is questioning the inclusion of donations (or hybrid 
capital) in the total equity of VFC with potential consequences on the compliance of capitalization 
ratios. On both issue VFC is working with the NBC to clarify the issues. No enlargement of the 
shareholder structure is planned in the medium term. 
VisionFund (Cambodia) so far has not distribute any profits to its shareholder. 

 
Assets and Liabilities Management 
VisionFund (Cambodia) is in the process to strengthen its financial management. ALCO has 
started to work and its ToR has been drafted even if it functioning has still to be consolidated. On 
the other side the Audit and Risk Committee is also dealing with financial risks. Notwithstanding 
this, given its planned evolution, VisionFund (Cambodia) will need to strengthen complete tools 
and reporting for financial management (especially on financial mismatching).   
Reports on liquidity risk, solvency and foreign currency position are regularly produced and ratios 
are monitored, in compliance with the NBC regulation.  
 
Liquidity management is very conservative with the board requiring to keep between 6% and 10% 
of liquidity on portfolio. This limit has been respected and average liquidity during 2007 has been 
equal to 9,3% of total assets and 11,1% of the portfolio. This high level of liquidity is a relevant 
protection against possible shock but implies a significant opportunity cost. Yearly cash-flow 
projections (with monthly breakdown) are prepared in Excel. 
 
VisionFund (Cambodia) presents 
a constant relevant open 
position in KHR generated by the 
fact that a large part of the 
portfolio is denominated in KHR 
(61% as of December 2007) while 
88% of the borrowing is in US$. 
The net position represents 42% 
of total assets and 144% of total 
capital. This very high rate violate 
the limit of 20% of total equity 
established by the NBC. Despite 
this it is important to note that this is  a common problem for several financial institutions in 
Cambodia and consequently, is for the moment tolerated by NBC. Given its financial structure, 
concentrated on medium term loans at fixed rate on the liabilities side and a short term portfolio on 
the assets side (66% has a residual maturity of less than one year as of December 2007), 
VisionFund (Cambodia) is not exposed to significant maturity risk. In terms of interest rate 
risk, the institution is assets sensitive from the time brackets shorter than one year.  

December 07 USD KHR

Total assets 6.614.891              6.941.457            

Cash and banks                   641.646                 255.394 

Investments                1.605.000                           -   

Outstading portfolio                4.130.162              6.563.212 

Net fixed assets                   149.937                           -   

Other assets                     88.146                 122.852 

Total liabilities 8.335.333              1.244.957            

Deposits 146.317                 2.360                   

Loans                7.778.978              1.026.507 

Other liabilities                   410.038                 218.450 

Net position 1.720.442-              5.696.501            



VFC  –  Cambodia  – April 2008 Chapter 6 
 

Microfinanza Rating  25 

 

6. Financial and operational results 
 
Over the period of analysis, VisionFund 
(Cambodia) shows increasing levels of 
profitability and sustainability, both non-
adjusted and adjusted.  
Since 2005, ratios have steadily increased: ROA 
and OSS have reached 5,6% and 131,2% in 2007 
up from 0,1% and 107,9% in 2005. Along with the 
boost of an increasing leverage, the ROE shows a 
stronger upward trend, reaching 14,6% for 2007 
from 0,2% in 2005. Even if they are at satisfactory 
levels, these ratios are lower than other major 
MFIs in Cambodia. 
VisionFund (Cambodia) is fully sustainable also in 
term of adjusted results since 2006. The evolution 
of adjusted ratios follows the path of non-adjusted ratios given that inflation constitutes the main 
adjustment items. FSS9 stands at 116,3% for 2007, AROE at 6,6% and AROA at 2,3% (as of 2005 
they stood at 98%, -4,1% and -2,9%, respectively).  
The main driver behind the increased profitability is the strong decline in the operating expense 
ratio. The dynamic of the different costs and 
revenues components reflects he maturation of 
the institution towards a more commercial 
financial structure and relevant increase in scale 
and efficiency. 
Financial expenses have constantly increased 
their weigh in VisionFund (Cambodia) cost 
structure over the period of analysis, with a 
funding expense ratio of 5,8% in 2007 compared 
to 1,2% in 2005. This evolution is explained by 
the strong increase in the leverage (debt/equity 
ratio has increased six times in the last two 
years) coupled with a higher cost to funds which 
passed from 4,9% in 2005 to 7,8% in 2007.  
While revenues are almost exclusively financial revenues from loan portfolio, the portfolio yield of 
the institution has been constant in the last two years at around 35% after a small reduction of 5% 
in 2006 due to a reduction of the interest rates charged on loans. Until now the increasing level of 
competition in the market has no put yet excessive pressure on interest rate but such a reduction 
has to be expected in the next years. On the other hand, the high quality of loan portfolio has been 
maintained and even improved during the last two years, allowing to keep a low and decreasing 
provision expense ratio, 0,2% in 2007 (and 0,7% in 2005).  
 
Efficiency measured by the operating expenses ratio10 have strongly improved during the period 
of analysis from 35,5% in 2005 to 22,1% in 2007 fostering the profitability of the institution. This 
improvement is mainly due to the increase in the outstanding portfolio11. This trend is the results of 
economies of scale coupled with an increase in staff productivity in number and amount and a 
higher branch productivity. Nevertheless the efficiency is still lower than some competitors and 
there is room for improvement. 

                                                 
9 Operational and financial self-sufficiency (OSS and FSS) do not include taxes unlike ROA and ROE. This is because 

we consider the first two ratios as a comparable measure of the sustainability of the MFI without taking into consideration 
external factors like taxes 
10

 On average gross portfolio. 
11

 In the period 2005-2007 portfolio growth rate registered +211%, more than double the growth rate of the operating 

expense (+99%).  
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On the other hand, the institution has managed to keep cost per borrower constant during the 
period of analysis to around US$40. In the medium term, operating expenses may be pushed 
upwards by costs related to saving collection. 
 
Productivity shows a steady increase both in terms of number of clients and amount. As of 
December 2007, the number of loans per Client Service Officers is 310 (169 per staff member) 
from 246 in 2005 (138 per staff member), with a slight decline compared to 2006 due to the hiring 
of several new Client Service Officers. In terms of amount productivity has doubled during the 

period of 
analysis. While 
productivity is 
quite satisfactory 
compared to 

international 
benchmark, it is 
still lower 
compared to best 
Cambodian MFIs 
with a similar 
target.  
 
 
 

Given the strong current and planned growth of the institution, the current level of profitability 
implies a strong increase in the leverage (in 2007 portfolio grew of 79% against a growth of 20% in 
the equity). While there is still space to increase the leverage of VisionFund (Cambodia), the 
institution should consolidate its level of profitability in the medium term to support the growth. This 
could be the results of the increase and consolidation of staff productivity and a further 
improvement of efficiency, even if possible downward pressure on interest rates, the future costs 
related to saving collection and the increasing funding expenses can have a negative effect on 
profitability. 
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7. Strategic objectives and financial needs 
 
The main features of the projected institutional, operational and financial development of 
VisionFund (Cambodia) are included in the Business Plan 2006-2010 and were internally 
developed through a bottom-up approach involving all the branches. VisionFund (Cambodia) 
Management is currently in the process of updating the old Business Plan, with a complete review 
of the Strategic and Operational Plan.  
Financial projections, usually produced once a year based on Excel, are the responsibility of the 
Finance Manager in cooperation with the COO and the ED. The last version, updated at the end of 
2006 is developed according to a conservative scenario. Moreover a sensitivity analysis on the 
main variables is still missing.  
 

 
 

According to the projections 2007-2010, VisionFund (Cambodia) outstanding portfolio will grow 
90% in 2008 and then gradually slow down to 60% in 2009 and 40% in 2010, serving by the end of 
2010 almost 150,000 borrowers. Less relevant will be on the other side the growth of savings 
which are expected to double by 2008 and to reach US$ 860,000 by 2010. Liabilities will 
continue to follow an upward trend, even if thanks to the increase of equity, debt / equity will stay 
at around of 3.7 over the next coming years. Growing competition is expected to slightly reduce 
the portfolio yield over time, which would be offset by important decreasing of operating expense 
ratio especially in 2009 and 2010. Nevertheless the hypothesis of the business plan on the 
evolution of the interest rate seems too much optimistic and at least a scenario analysis should be 
included. Profitability is expected to consolidate with ROE and ROA achieving interesting rates in 
2010. Though the planned increase of staff is significant, VisionFund (Cambodia) is also planning 
to push productivity to a satisfactory level of 376 borrowers per CSOs in 2010.  
 
The main strategic objectives for the 2008 are the followings: 
 

 to open 3 new branches and 7 more service post offices continuing its expansion strategy 
along with its partners; 

 to increase the equity and meet all the necessary requirements from the NBC in order to 
start mobilize savings;  

 to maintain its social focus and keep its average loan size at around US$ 250; 

 to develop new products such as association, educational and mobile phone loans 

 to develop Social Performance procedures and to systematically assess social 
performances.  

 
Furthermore, during the last year, the management together with the support of the BoD, started 
up a study of the Cambodian microfinance market called the “Better Future Project”. The aim of 
the study is to identify the main drivers of evolution of the microfinance sector during the next 5-10 
years in order to continuously push VisionFund (Cambodia) evolution.  
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Even if the market is growing at a high pace and some of the largest MFIs have reached a 
considerable size, competition is still manageable and there is still space for expansion in various 
areas of the country. Indeed at the moment, event though some discussions about merger and 
acquisition have started, the topic is not yet high in the agenda. In order to emerge as a winner in 
the future possible wave of consolidation and face the likely increase of competition VisionFund 
(Cambodia) has to be able to continue its growth and increase the resource available for 
investments and future expansion. A special remark has to be done for what concerns 
capitalization, as most of its competitors are opening the door to new shareholders, thus pushing 
for a strong capitalization.  
 
Financial needs 
VisionFund (Cambodia) financial needs for 2008 amount to US$ 8.5 million, out of which US$ 
4 million will come from Developing World Market and the rest most probably from Oikocredit or 
BlueOrchard. Additionally, VisionFund (Cambodia) has also started negotiations with Foreign 
Trade Bank, a Cambodian commercial bank, for a US$ 4 million deal.  
 
Beside the continuous access to fresh borrowed funds VisionFund (Cambodia) is planning to 
increase equity by 24% in 2008, thus meeting the minimum capital requirement fixed by the NBC. 
The capitalization strategy foresees the use of a significant part of retained earnings (US$ 1 
million) and the conversion of a VFI loan. A similar approach will be used also in the next 
coming periods as no opening to new shareholders is expected in the short or medium run.   
 
 



VFC  – Cambodia – April 2008 Chapter 8 
 

Microfinanza Rating  29 

 
 

 
 

8. Details of the risk factors 
 
According to our analysis, the main risk factors of VisionFund (Cambodia) are the following: 
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Annex 1 - Financial statements 
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Annex 2 - Financial statements adjustments 
 
The financial statements in Annex 1 are the result of standard reclassification. They are based 
on audited financial statements according to international standards. 
 
Financial statements have been then adjusted in order to make them comparable to financial 
reporting and performances of institutions using different accounting standards and operating in 
different environment and to evaluate the level of sustainability of the institution with market 
conditions. The main adjustments include: 

 adjustment for the accrued interest on delinquent loans > 90 days 

 elimination of subsidies (donations in kind12 and soft loans13) 

 provisions are calculated with a standard formula14 

 adjustments for inflation 

 adjustments for write-offs 

The bulk of the adjustments for VisionFund (Cambodia) are related to the to inflation. Minor 
adjustments are due for the loan loss provisioning and subsidized cost of fund   
The cumulative effect of all these adjustments reduces the net income in all the periods. 

                                                 
12

 Donations in kind are valorized and added to operational expenses. 
13

 In the income statement it is registered the value of the difference between financial costs of the institutions and 
financial cost evaluated at the market rate. In particular, in the case of loans in local currency, it is considered 75% of the 
average lending rate in the national market (IFS Line 60P). In the case of loans denominated in foreign currencies (US$ 
and Euro), it is considered the average value of Libor/Euribor 1 year plus 3%. 
14

 Provisions are calculated according to the following formula: 
Portfolio:  1-30 days 10%  Restructured loans  1-30 days 50% 
   31-60 days 30%     > 1 day  100% 
   61-90 days 50% 
   >90 days 100% 
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Annex 3 - Financial ratios 
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Annex 4 - Definitions 
 

 
 

 Description of the ratio Formula 
   

Profitability 

Return on equity (ROE) Net income before donations / Average equity 

Adjusted return on equity (AROE) Adjusted net income before donations / Average equity 

Return on assets (ROA) Net income before donations / Average assets 

Adjusted return on assets (AROA) Adjusted net income before donations / Average assets 

Operational self-sufficiency (OSS) 
(Financial revenue + Other operating revenue) / (Financial 
expenses + Loan loss provision expenses + Operating expenses). 

Financial self-sufficiency (FSS) 
(Adjusted financial revenue + Other operating revenue) / (Adjusted 
financial expenses + Adjusted loan loss provision expenses + 
Adjusted operating expenses) 

Profit margin Net operating income / operating revenue 

   

Portfolio 
quality 

Portfolio at Risk (PAR30) Portfolio at Risk > 30/ Gross outstanding portfolio 

Provision expense ratio Loan loss provision expenses / Average gross portfolio 

Loan loss reserve ratio Accumulated reserve / Gross portfolio 

Risk coverage ratio (>30 days) Accumulated reserve / Portfolio at risk >30 days 

Write-off ratio 
Write-off of loans / Average gross portfolio 

   

Efficiency 
and 
productivity 

Staff allocation ratio Client Service Officers / Total staff 

Client Service Officer productivity – Borrowers Number of active borrowers / Number of Client Service Officer 

Client Service Officer productivity – Amount Gross portfolio / Number of Client Service Officer 

Staff productivity – Borrowers  Number of active borrowers/ Number of staff 

Staff productivity – Amount Gross portfolio / Number of staff 

Operating expenses ratio Operating expenses / Average gross portfolio 

Cost per borrower Operating expenses / Average number of borrowers 

Administrative expenses ratio Administrative expenses / Average gross portfolio 

Personnel expenses ratio Personnel expenses / Average gross portfolio 

   

Financial 
management 

Portfolio yield Interest income from portfolio / Average gross or net  portfolio 

Funding expense ratio 
Interests and fee expenses on funding liability / Average gross 
portfolio 

Cost of funds ratio 
Interest expenses on funding liability / Period average funding 
liability 

Current ratio Short term assets / Short term liability 

Debt/Equity ratio Total liability / Equity 

Capital adequacy ratio Total equity / Total assets 

   

Outreach 
Average disbursed loan size Amount issued in the period / Number of issued loans 

Average disbursed loan size on per-capita GDP Average disbursed loan size / Per-capita GDP 

 

Other definitions: 

Funding liability:  Liability that finance the loan portfolio and the cash investments necessary to manage the loan portfolio 

Operating expenses: Personnel expenses + Administrative expenses 
Recovery from write-off ratio: Income from write-off (payments received from loan already written-off) / Average gross 
portfolio  
Restructuring of delinquent loans: includes rescheduling loans (extending the term of the loan or relaxing the schedule of 
required payments) and refinancing loans (paying off a problem loan by issuing a new loan). 
Drop-out ratio: calculated as follows: (number of active clients at the beginning of the period + number of new (first time) 
clients entering during the period – clients written off during the period – number of active clients at the end of the period) 
/ (number of active clients at the beginning of the period). 
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Annex 5 - Guidelines of reporting and accounting 
 
Financial statements 
VisionFund (Cambodia)’s financial statements are audited by the Cambodian affiliate of KPMG Limited in 
accordance with Cambodian Accounting Standards and the guidelines issued by the National Bank of 
Cambodia. The audit also reflects International Standards on Auditing.  
 

Loan loss provision and write-offs 
VisionFund (Cambodia) is following the 
standard classification of loans according to 
NBC regulation, which includes 4 classes of 
risk. Standard, sub-standard; doubtful loans 
and loan losses. The provisioning differs 
depending on the aging of arrears but also 
taking into consideration the duration of the 
loan. Loans are classified as losses, when 
short term loans are overdue more than 90 days past due and long term loans more than 360 days. All loans 
past due for more than 180 days late with an original term < 1 year; and loans past due for more than 360 
days late with original term of more than one year are written off. VisionFund (Cambodia) writes off loans 
past due every six 6 months. 
 

Restructured loans 
In case of clients with no ability but willingness to repay (due to failures of businesses because of 
uncontrollable factors, e.g. serious family health or economic problems, natural disasters): loans are 
restructured. Restructuring involves either rescheduling, i.e. changing repayment schedule to reduce 
instalment payment to the amount that client can pay, or refinancing, i.e. provide more loan the client so that 
he/she can restart/or refinance his/her 
business. ED should approve the 
restructuring with recommendation from 
OD after careful assessment to the 
client’s ability. Rescheduling is allowed 
only once per cycle, and the maximum 
additional extension of rescheduled loan 
term should not exceed 5 months. 
Maximum refinanced loan amount 
should not exceed 50% of the original 
loan provided that this also meet the 
required collateral and guarantor 
guidelines, and debt to equity ratio. 
Refinancing is allowed only once per 
cycle, and the maximum additional 
extension of refinanced loan term should 
not exceed 50% of the original loan 
term.  

 

Insider loans 
VisionFund (Cambodia) does not 
provide staff loans.  

 
Donations  
In the table below are listed the 
donations received by VisionFund 
(Cambodia) since 2005. Since its 
inception VisionFund (Cambodia) has 
been receiving donations from various 
World Vision (from Canada, New 
Zealand, Australia etc.). Recently 
VisionFund (Cambodia) counts among 
its donors also of KHANA and Plan 
International.  



VFC  – Cambodia – April 2008 Annex 5 
 

Microfinanza Rating  38 

 

Details of funding liability 
As of December 2007, VisionFund (Cambodia) has the following borrowings from different sources: 
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