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I. EXECUTIVE SUMMARY 
 

This report evaluates the African Development Center (ADC) according to the 
criteria of the Opportunity Finance Network's CARS (CDFI Assessment and 
Rating System).  CARS analysis is a tool to help CDFI's gain access to capital by 
displaying creditworthiness and organizational effectiveness in a way that is 
easily interpreted by financial institutions. CARS analysis has two sections: 
Financial Performance and Impact Performance.   
 
Financial Performance analysis measures the overall creditworthiness and 
financial strength of ADC using the CAMEL system.  The CAMEL System is an 
assessment that examines Capital structure, Assets, Management, Earnings, 
and Liquidity.   
 
Impact Performance rating assesses how well a CDFI does what it says it is 
trying to do.  Some of the criteria for analysis include: 
 

• Alignment of strategy and operations 
• Effective use of financing resources 
• Tracking of outputs that indicate effectiveness 
• Tracking of outcomes or impacts that indicate effectiveness 

 
A Policy Plus (“+”) rating may be received along with the impact rating noting 
CDFI's that play a leadership role in developing public policy.  
 

Financial Performance Analysis 

ADC has been in relatively good financial health over the past few years.  Some 
of the key findings related to financial performance of ADC include:  
 

• A lack of diversity in capital sources, but current capital structure meets 
the needs of the organization.   

• Indicators of asset quality instability including the number of loans 
restructured, delinquent, and write-offs.   

• Management systems that ensure consistent and comprehensive tracking 
and reporting of non-financial measures. 

• Incomplete formalized strategies to guide organizational policy in 
relation to liquidity management, idle funds investment, credit risk, or 
liquidity risk.   

• Earned revenue (contributions and grants) is the majority of the revenue 
with program fees (technical assistance) also making up a large income.  
Interest income is also becoming a more important portion of the 
revenues, as well as the interest income that comes from their assets in 
bank holdings. 
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Impact performance Analysis 

ADC has an incredible impact on the communities and populations it serves.   
Overall, ADC’s strategies are reasonable given its mission.  Its products, 

services and tracked outputs are aligned with its mission and strategies, and 

benefits to African immigrant people and communities. ADC is currently 

involved in many policy-related activities that can contribute to achieving a 

Policy Plus rating.  

ADC is tracking much of the output data necessary to indicate that it is 
effectively pursuing its mission. However, tracking of non-financial performance 
data lacks organization and comprehensiveness.   
 

Best Practices and recommendations for impact and finance sections 

The report also provides recommendations and best practices for the benefit of 

ADC.  The primary recommendations include: 

Financial Strength and Performance: 
 

• Capital Structure: Diversify sources, linking capital sources to asset use. 
 

• Asset Quality: Refine procedures for monitoring and documenting loans 
and loan statuses. 

 
• Management: Eliminate redundancies in software interfacing to improve 

efficiency and accuracy 
 

• Earnings: Offset the high cost to ADC of classes offered to clients, 
perhaps through community partnerships.   

 
• Liquidity: Formalize strategies for managing loan fund liquidity, including 

credit and liquidity risks.   
 

Impact Performance: 
 

• Take time to consider all of critical outputs that would most efficiently 
exhibit ADC’s effectiveness 

 

• Create a formal methodology for capturing, analyzing, reporting and 
acting on the data that reflects ADC's impact on the community they 
serve. 
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II. INTRODUCTION 
 
 

This report seeks to provide the African Development Center (ADC) with an 
understanding of Opportunity Finance Network's CARS rating system.  The 
report is framed as an evaluation, which uses the CARS framework to identify 
strengths and weaknesses of ADC as an organization with an eye towards 
refinement and improvement.  This report will help to guide ADC in taking 
important steps towards gaining an excellent rating. Regardless of whether or 
not ADC ever applies to be CARS rated, changes recommended in this report 
are intended to benefit the organization. 
 
 
 

III. METHODOLOGY 
 
 

The Capstone Group utilized research, resource guides and professional 
expertise to analyze ADC based on the CARS framework.  While the initial goal 
was to provide an estimated rating of the CDFI, the final product is a series of 
analyses and recommendations for the organization to guide a future rating.  
Given that the CARS rating system has its own methodology and evaluation 
system, the Capstone Group felt an estimated rating could not be determined 
without access to the evaluation methods used by CARS analysts.   
 
The Capstone Group formulated two teams to analyze the African Development 
Center, mirroring the CARS methodology.  One team undertook the financial 
strength analysis.    The second team analyzed the impact performance of the 
CDFI in addition to the criteria for policy plus.  The CARStm On the Road: Edition 
41 was the primary guide for structuring the analysis, in addition to applicable 
case studies, reports and a variety of other resources. Information, 
documentation and an overall sense of ADC's mission and values were obtained 
through meetings and other correspondence with key staff from the CDFI.   
 
Additionally, expertise of multiple professionals advised the analyses.  The 
capstone course was directed by Candace Campbell, an economic and 
community development consultant familiar with the African Development 
Center and the Opportunity Finance Network.  Her guidance and knowledge 
provided the Capstone Group with a sound basis for understanding the 
overarching goals of both the CARS system and the work of ADC.   
 
A teleconference with Paige Chapel of the Opportunity Finance Network was 
arranged so the teams could better understand the CARS analysis and 
objectives.  Her assistance was invaluable.   
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Finally, the Capstone Group employed local experts to gain feedback on the 
combined analyses of the African Development Center.  These experts were 
experienced in the fields of community development, finance, and state and 
local public finance.  They provided valuable feedback from their respective 
fields while offering helpful suggestions for improving ADC. 
 
Structure of Analysis 
 
To best structure the final report and analysis for ADC, the Capstone Group 
used the analysis framework as found in the CARStm On the Road: Edition 4.  The 
charts, tables and analysis were structured in this way to present the 
information provided by ADC in a manner consistent with the CARS rating 
system.  Due to limitations of data, some graphs or tables were not completed. 
 
Limitations to Analysis 
 
Certain limitations narrowed the scope of analysis.  First, the CARS rating is 
traditionally done by professional consultants with an extensive background in 
finance and accounting.  Additionally, these consultants spend many hours 
reviewing data, policies and procedures of the CDFI being rated.  The Capstone 
Group did not have the same level of expertise or time as professional 
consultants, and therefore was constrained in the analysis.   
 
Further, the CARS analysis requires a high volume of financial, policy and 
procedural data from the CDFI being rated.  A list of data needs was provided to 
ADC at the beginning of the capstone course, and was mostly fulfilled over the 
review period.  Some of the data was unavailable, or unstructured, influencing 
the comprehensiveness of the report.   
 
Finally, the CARS rating system applies to a variety of financial institutions with 
diverse missions, populations served and objectives.  ADC serves a population 
near to its heart, and aims its products, services and policies to best meet the 
needs of African immigrants within the Twin Cities.  Oftentimes, policies or 
services may seem inefficient or non-traditional, but serve as a best-fit to the 
ADC model and to the success of the organization's clientele.  While these 
practices are noted and understood in our analysis, they are difficult to 
articulate within the CARS framework.   
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IV. CARS OVERVIEW 
 
 

The Opportunity Finance Network developed the CARS rating system as a tool  
to connect worthy financial institutions with potential investors.  This third-
party system is designed to provide subscribing investors with a rating for 
participating CDFI's.  By providing this information, subscribers receive 
information regarding the CDFI from both a qualitative and quantitative point of 
view. 
  
Benefits for Investors 
 
Investors receive a comprehensive, unbiased, third-party rating for CDFI’s 
participating in the program.  These ratings inform investors of the 
creditworthiness and effectiveness of the organizations to which they may 
potentially lend. 
 
Benefits for CDFI's  
 
Community Development Finance Institutions can utilize their CARS rating as 
leverage to draw investors to their organization.  By providing this thorough 
and impartial analysis to investors, they are securing themselves as a safe and 
reliable investment.  
 
The rating system is divided into two main sections: 1) Impact Performance and 
2) Financial Strength and Performance.  Each section results in a separate rating 
based on a structured and sound analysis.  CDFI's, when analyzed, are not rated 
on a comparative basis, but rather on the organization’s ability to fulfill its 
mission in a fiscally-sound and effective manner.   
 
Additionally, the impact performance analysis also takes leadership and public 
policy into consideration with the Policy Plus designation; awarded to 
institutions leading the field in commitment to change.   
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Financial Strength and Performance   
 
The overall goal of the financial strength analysis is to determine the 
‘creditworthiness’ of the organization.  CARS analysts examine an 
organization’s past and current financial statements, risk factors associated 
with investments, and assets and loan portfolio.  The analysis is structured after 
the traditional finance-sector CAMEL analysis, evaluating the organization based 
on:  
 

o Capital acquisition  
 
o Asset quality 
 
o Management  

 
o Earnings  

 
o Liquidity 

 
This analysis is scored on a 1-5 scale for each aspect, and then weighted for an 
overall score between 1 and 5, with a 1 indicating the highest level of financial 
stability and credit-worth. 
 
 
Impact Performance 
 
This assessment measures the ability of the CDFI to connect its activities and 
programming with its core values and mission.  The assessment looks at the 
financial resources of the organization in relationship to its outputs.  They also 
examine how the organization is measuring its own success, and if the 
outcomes of their lending are defined and quantified.  This assessment is not 
one based on the quantity of outcomes, but rather, on how well the 
organization is upholding and acting in accord to its mission.  A score between 
1 and 3 is assigned for the following criteria, in addition to a full analysis that 
results in an AAA – B rating (with AAA as the highest rating).    
 
The evaluation is based on four criteria:  
 

1. Alignment of strategy and operations 
 
2. Effective use of financing resources 

 
3. Tracking outputs that show effectiveness 

 
4. Tracking of outcomes or impacts that indicate effectiveness 
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Below is a sample rating by CARS2: 
 

  
 
Organizations that undergo the CARS evaluation directly assume the cost for 
the analysis and entrance into the subscription service produced by the 
Opportunity Finance Network.  Cost of the analysis incurred by the CDFI range 
from $5,000 to $8,000 based on the organization’s value of assets.  For 
investors, the fees provide access to a limited number of CDFI scores over the 
course of the subscription terms.  Costs range from $2,500 for one rating or up 
to $15,000 for 10 ratings within a 12-month subscription.   
 
By entering the “pipeline,” or staging area for CDFI’s ready for analysis, ADC will 
have the opportunity to organize and analyze itself through the lens of an 
impartial third party.  A rating will allow ADC to understand their standing 
amongst their peers, and also allow investors to see their rating in comparison 
to other CDFI's.  Investors with a CARS subscription will have the opportunity to 
easily understand ADC’s strengths and make timely, informed, investment 
decisions.  Ratings are current for three years, with two annual “check-up” 
reviews following the initial rating.     
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V. ADC's FINANCIAL STRENGTH and PERFORMANCE 
 
 

CAPITAL, ASSETS, MANAGEMENT, EARNINGS and LIQUIDITY (CAMEL) 
 
As discussed in the introduction, the financial strength and performance 

section of the CARS model tries to measure the overall creditworthiness of the 

CDFI.  A CAMEL analysis, made up of an assessment of capital structure, asset 

quality, management, earnings and liquidity, is a typical analysis used when 

determining the strength of a financial institution.  Banks, credit unions and 

CDFI’s can all utilize this type of analysis against varying industry standards for 

each type of organization. 

The Opportunity Finance Network describes a high performance in this section 
as, 
 

“a CDFI in this group is sound in every respect. It exhibits 
exceptional financial strength, performance, and risk 
management practices. Any weaknesses are minor and 
can be handled in a routine manner by the board of 
directors and management. This CDFI is resilient to 
significant changes in its operating environment.”3  

 
Benchmarks were utilized by the Capstone group to best compare ADC to other 
organizations.  Minimum prudent standards for banking practices, the 
expertise of organizations like the Aspen Institute and CDFI Fund, and a 
specialized analysis from the Accion Microfinance Organization all serve as 
valuable benchmarks for this section of the CARS analysis.  These sources can 
be found in the resources provided to ADC along with this report.  
 

 
CAPITAL STRUCTURE 

 
This section analyzes the composition, strength and sustainability of the 
organization’s capital by reviewing debt sources, investments and risk 
management procedures.  Reviewing the terms and rates on capital funding 
sources, along with ratios, policies and strategic planning help illustrate this 
characteristic of the CDFI.  
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ADC Capital Structure Data 
 
Table 1: Leverage (see pg. 10 & 11 for analysis)   

 Measure 2005 2006 2007 2008 

Net Asset Ratio 0.35 0.31 0.33 0.22 

Unrestricted Net 
Asset Ratio 

0.09 0.11 0.19 0.11 

Leverage Ratio 1.84 2.25 2.05 3.52 

Unrestricted Net 
Assets + 
Temporarily 
Restricted Net 
Assets / Total 
Debt 

no notes 
payable 

2.21 2.91 0.78 

Unrestricted Net 
Assets + Loan 
Loss Reserves / 
Net Loans 
Receivable 

0.16 0.21 0.31 0.22 

Total Debt / 
Total Funds 
Available for 
Financing 

no notes 
payable 

1.22 0.59 2.51 

 

Figure 1 Debt Composition and Sources (see pg. 10 & 11 for analysis) 

  

$750,000

$500,000

$250,000
$30,000

Wells Fargo EQ2

M&I EQ2

State-UIP

NDC-MGM
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Table 2: Capital Investors in African Development Center, 2008  

Investor Amount % of Total 
Debt 

Rate/Maturity Characteristics 

M&I $500,000  33% 3%  
3/2008:3/2013 

May be annually 
extended until 
3/31/2018 

Wells Fargo $250,000  16% 2%  
6/2006:6/2016 

May be extended in 
two year increments 
at maturity.  Interest 
rate at maturity is 
the greater of 2% or 
T-rate minus 3.5%.  
Deferred. 

State of MN $750,000  49% 0%  
No maturity 

date 

Off balance sheet, 
non-recourse, 
interest free.  To be 
used for minority-
owned business 
development in LI 
areas of the Twin 
Cities 

MGM 
Working 
Capital 

$30,000  2% 0%  
No maturity 

date 

Off balance sheet, 
NDC-funded for MGM 
clients 

 

Capital Structure Analysis & Recommendations 

 

• The diversity of capital structure is low:  ADC is chiefly funded by three 
debt sources. 

 
o Although diversity is low.  The terms are very positive and meet the 

current financing needs of the organization.  Further, ADC is 
unique amongst its national peers in receiving funding from state 
government. 

 
o The sources of debt could be expanded to include individuals or 

foundations, as most of the funding now comes from private and 
governmental sources. 

 
• Try to better match capital sources to risk. 
 

o The three capital sources have varying degrees of risk tolerance; 
loans made should clearly correlate with this tolerance and other 
important factors (repayment schedules, etc.). 



 

ADC Humphrey Capstone Group, May 2009 

11 

 
• Aggressive capital deployment (characterized by a high leverage ratio) 

must be matched by high-performing assets. 
 

o Key ratios (net assets ratio, leverage ratio) are meeting upper limit 
of peer group; such aggressiveness must be backed by assets. 

 
 

ASSET QUALITY 
 
This aspect of the CAMEL analysis examines the quality of loans made by the 
CDFI, the management of the loan portfolio and the use and structure of the 
loan loss reserve.  Analysts typically review the types of loans made by the 
organization, funds used to make the loans, and the success of those loans 
within the community.  
 
 
Asset Quality Data 
 
Table 3: Portfolio Composition by Loan Type * (see pg. 12 & 13 for analysis) 

Loan Type Number of 
Loans 
Outstanding 

Loan 
Receivables 
($ Amount) 

% of Loan 
Type 
Outstanding 

Average 
Balance 
Outstanding 

UIP – Profit 
Based 70 $647,278 61% $9,247 

Goodwill 2 $1,505 88% $753 
UIP – Trad. Loan 
(Regular) 11 $99,847 64% $9,077 

Wells Fargo EQ2 20 $253,153 80% $12,658 
MGM Working 
Capital Fund 1 $4,259 85% $4,259 
M&I EQ2 – 
Profit-Based 15 $285,073 

M&I EQ2 – Trad. 
Loan 16 $130,163 65% $19,005 

* Loan participations, including those by the City of Minneapolis, are included in 
these figures. 
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Table 4: Delinquencies, Reserves, and Write-Offs (see pg. 12 & 13 for analysis) 

Delinquencies 2007 2008 Benchmark 

31-60 days $196,655 $341,873   

61-90 days $42,382 $3,729   

Greater than 90 days $353,316 $102,761   

Greater than 90 days,  
as % of total portfolio. 

27% 7% 
P.A.R.>90 days 
was 2.45% to 
6.34% 

Total Delinquencies,  
as % of total portfolio 

46% 32% 
P.A.R. should be 
no more than 
16%/year 

Write-offs,  
as % of total portfolio 

0% 13% 

Loan losses 
should be no 
more than 
7%/year 

Recoveries 0% 0%   
Net Write-off, 
as  % of total portfolio 

0% 13% 
  

Restructured Loans,  
as % of portfolio 

0% 0% 

No more than 
12% of loans per 
year should be 
restructured. 

Loan Loss 
Reserve/Outstandings 

0 0.02 
  

 
 
Asset Quality Analysis & Recommendations 
 
The team analysis of ADC’s asset quality yielded the following critiques: 
 

• The adequacy and effectiveness of underwriting processes can be 
measured by the number/amount of loans delinquent, restructured, or 
written-off.  ADC may consider revising its loan products if these rates 
are unacceptably high to the organization.   

 
o Restructured loans:  ADC’s information should be aggregated in 

the portfolio report totals.  It has been communicated that a very 
large number of loans have been restructured at some point, but 
this is difficult to analyze. 
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o Delinquent loans:  A very high number of loans (27% of portfolio) 
were delinquent in FY 2007; the number of delinquent loans 
rebounded in 2008 (7%) to near benchmark range.   

 
� ADC’s portfolio should mirror industry standards in reporting 

loans with any late payment (included partial payments) as 
late. 

 
o Write-offs:  There were no loan losses in FY 2007, yet the high loan 

loss in FY 2008 (13% of portfolio) better reflects the quality of the 
portfolio (writing off bad debt). 

 
• Despite monthly Loan Committee reviews, there were concerns over on-

going portfolio evaluation. 
 

o The loans and the general lending environment (factors affecting 
assets) should be continually evaluated and documented for risk 
within information gathered compiled in Portfolio Report or on 
other readily available report. 

 
o Characteristics of individual loans should be made more apparent 

for better portfolio analysis.  Such characteristics should include 
type of business and collateral/security, to better reveal the 
organization’s true exposure. 

 
� Loan participations should be clearly noted in the Portfolio 

Report. 
 

• Loan loss reserves:  2008 was ADC’s first year with an established loan 
loss reserve fund, which, as of FYE, was 2% of the outstanding portfolio 
value. This reserve is being increased until it reaches approximately 10% 
of the outstanding non-recourse portfolio.  ADC should work to enforce: 

 
i. Establishing prudent reserves for potential loan losses based 

on portfolio-at-risk aging;  
ii. Periodically reviewing the portfolio and adjusting the reserve 

as appropriate; and  
iii. Establishing a loan loss reserve fund that enables the 

organization to reflect the true quality of its loan assets and 
to build the loan loss reserve into an effective insurance 
policy.  This standard must be further demonstrated by 
written records.4  

 
• Verify that underwriting procedures for loans are correctly matched to 

source capital’s risk tolerance. 
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MANAGEMENT 
 
This section of the CAMEL analysis looks point by point at certain aspects of the 
CDFI’s management.  Looking at the policies and goals within the CDFI’s 
strategies, governance, staffing, and information technology provides a sense 
of the organization’s overall efficiency.  Because of the specific nature of this 
section, the data is presented in table format. 
 
Management Data 
 
Table 5: Strategy (see pg. 18 for analysis)  

Assessment Criteria Analysis of ADC 

Management’s Clarity 
around mission, 
strategies, market 

ADC generally has a clear sense of mission and pays 
attention to the relationship between mission and 
strategy.  Organizational action and strategies are 
oriented toward serving their mission and market 
effectively. 
 
An organizational assessment filled out by an ADC 
board member indicated that not all board 
members can effectively communicate ADC's 
strategy and mission. 

Quality of business or 
strategic plan and how 
the plan is used 
 

The most recent formal business plan was created 
in 2008 as an application for CDFI grant.   
 
This plan outlines three goals for 2008-2011 
 
1. Achieve Excellent Performance in CARS rating 
 system 
2. Grow depth and reach of existing products and 
 services 
3. Expand capital base and loan portfolio 
 
Much of the plan summarizes the achievements of 
ADC and development strategies are secondary.   

Does the legal and 
organizational structure 
of CDFI support 
strategies 
 

ADC is a 501 (C) (3) Non-Profit organization, legally 
obligating it to operate exclusively for charitable 
purposes to enhance the financial status of African 
communities in MN.   
 
Composition of the Executive Board, sub-committee 
structure, and the staff structure balances goals of 
the mission with organizational sustainability. 
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Table 5: Strategy (continued) 

Assessment Criteria Analysis of ADC 

Track record in 
accomplishing goals as 
defined in business plan 

There is evidence of ADC meeting goals outlined in 
previous strategic planning documents. 

Strategies for 
sustainability, efficiency, 
etc. 
 

No clear formalized strategies (beyond a business 
plan) related to sustainability and efficiency, such as 
fundraising for capital, risk management or staffing 
plan. 
 
Some strategies are included in the business plan, 
while informal strategies are understood among 
staff. 

 
 
Table 6: Governance (see pg. 18 for analysis) 

Assessment Criteria Analysis of ADC 

Existence of a 
succession plan for ED, 
board, etc. 
 

No formal plans for succession of Executive 
Director, but internal discussions have lead to a 
consistent understanding among staff.   
 
No succession plan is in place for Board members.  
Openings in the Board are filled as vacancies occur.  
The Board is currently working on term limits and 
other by-law amendments.  

Board expertise as 
related to organization 
and mission 
 

The Board has members with a variety of relevant 
expertise and valuable cultural knowledge.  
 
Loan Committee members have substantial finance 
experience.  Additionally, a majority of the 
committee are of African origin, providing them 
with valuable insight relating to traditional lending 
practices and cultural challenges to lending.   

Board effectiveness with 
its functions 

Some issues identified in the self-assessment 
relating to board effectiveness include:  

� Board attendance 

� Board sub-committee effectiveness 

� Board has no formal orientation  to introduce 
members to their responsibilities 

Note: This assessment should be completed by the 
entire Board. 
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Table 6: Governance (continued) 

Assessment Criteria Analysis of ADC 

Board Policies and 
structure 

The structure of the executive board is appropriate 
in that they are representative of the community, 
but self-selected insulating them from public 
pressure and allowing them to make sound financial 
decisions on the basis of their expertise.    
 
The Board of Director’s is divided into two 
committees, executive and finance.  Each operates 
within its realm of expertise.  This division creates 
an appropriate balance between mission driven 
policy and financial sustainability.  

 
 
Table 7: Management and Staffing (see pg. 18 for analysis) 

Assessment Criteria Analysis of ADC 

Management depth, 
experience, tenure in 
relationship to planned 
activities and programs 

The Board has deep and varied professional 
expertise that is relevant to the organization’s 
mission and financial health.   
 
The Board members drive organization policy.  
Planning and program activities are implemented by 
staff and reviewed by executive committee.   

Rationale for staffing 
structure 

NA 

Manageable and 
appropriate levels of 
staff turnover 

Staff turnover has been quite low.  It appears that 
all staff are committed to the mission and the 
organization.  Within the past year, two staff 
positions were eliminated in order to reduce 
expenses and streamline operations.   
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Table 7: Management and Staffing (continued) 

Assessment Criteria Analysis of ADC 

Staff recruitment and 
retention strategies 
 

ADC's staff recruitment strategies are not known. It 
can be deduced that many staff are recruited 
through existing formal and informal networks.  
Additionally, area universities are a source of 
staffing recruitment as a university intern was later 
added as a full time staff.   
 
Retention strategies include competitive 
compensation and employee recognition programs.  
 
Additionally, ADC provides feedback through 
employee reviews.  This employee review program 
could be improved by providing more ongoing 
feedback and additional emphasis on professional 
and individual development. 

Staffing plans in relation 
to planned activities. 

The necessity of additional staff was addressed in 
the business plan in regard to ADC statewide 
expansion.  However, staffing was reduced in the 
past year in order to maintain solvency and efficient 
operations in the current economic downturn.  

 

Table 8: Infrastructure and MIS (see pg. 18 for analysis) 

Assessment Criteria Analysis of ADC 

Quality and timeliness of 
management 
information 

Independent audits are performed yearly.  Cash flow 
statements and balance sheets are prepared 
monthly by an independent accounting firm which 
are review by the ED bi-monthly, the finance 
committee monthly, and the executive board 
quarterly.    
 
ADC staff receives borrower financial statements 
(generally tax returns) yearly.  The quality of this 
information varies since MIS systems and 
accounting practices differ among clients. Non-
financial (impact) indicators are not reported 
consistently. 
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Table 8: Infrastructure and MIS (continued) 

Assessment Criteria Analysis of ADC 

Accounting and internal 
controls 

Independent audits are collected yearly, while  
cash flow statements and balance sheets are 
collected monthly.  Borrower’s financial statements 
are received yearly. 

Existence of basic 
insurance coverage for 
major risks 

ADC is insured up to $1 million through non-profit 
management liability insurance.   

Adequacy of info. 
systems, data back-up, 
disaster recovery plans 

Information systems are in place to track key 
financial information 
 
Data tracking and organization for non-financial 
performance measures is inconsistent.  Except for 
annual survey and input into the database, no 
current formal method exists to track key non-
financial measures for critical performance (i.e. jobs 
created, business owners trained etc…) 
 
Organization of this data could be organized better 
for the purpose of external examination (ex. CARS 
analysis) 

 
 
Management Analysis & Recommendations 
 

• ADC currently responds to issues as quickly as possible once they occur, 
but should attempt to more effectively identify and mitigate potential 
risks before they occur. 

   
• Include the board more in strategy development and to ensure that all 

board members can explain ADC's mission and effectively communicate 
ADC's strategy. 

 
• Develop a more consistent and comprehensive system for tracking and 

reporting non-financial measures of effectiveness. 
 

• Update comprehensive business plan to serve as a tool to communicate 
the organizations direction to external stakeholders. 
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EARNINGS 
 

The analysis of earnings provides insights into the profitability and 
sustainability of an organization.  Understanding how the organization earns 
money, how they manage expenses and how they structure their investments 
can illustrate their long-term chances at success. Examining the revenues, 
expenses and key ratios for their profitability will be an important part of the 
CARS analysis.   
 
Earnings Data 
 
Table 9: Key Earning Calculations (see pg. 21 & 22 for analysis) 

Key Ratios Benchmarks 2005 2006 2007 2008 

Annual Change 
in Earned 
Revenue  

 -15.7% 77.7% -34.3% 29.1% 

Annual Change 
in Net Income 

 829.1% -3.4% -31.7% -183.1% 

Self-Sufficiency 
(Earned 
Rev/Total 
Expenses) 

>40% MPS 
63% Aspen 

Inst. 
41.3% 51.6% 25.8% 23.9% 

Return on 
Assets 

>3% Accion 60.4% 19.6% 8.8% -6.0% 

Operational 
Efficiency 

<20% Accion 74.0% 46.9% 44.6% 58.3% 

Net Asset Ratio >20% MPS 35.3% 30.8% 32.8% 22.1% 
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Table 10: Earned Income & Unrestricted Revenues (see pg. 21 & 22 for analysis) 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 

Total Expenses by Type

$0

$150,000

$300,000

$450,000

$600,000

$750,000

$900,000

Other Expenses $74,709 $117,457 $166,448 $185,882

Loan Loss Provisions $0 $0 $0 $73,573

Interest $0 $2,649 $4,990 $15,904

Subcontract fees $23,257 $67,857 $39,547 $32,073

Professional Fees $7,458 $18,492 $22,249 $44,591

Personnel $220,202 $255,950 $374,796 $495,904

2005 2006 2007 2008

Total Expenses    $325,626          $462,405               $608,030               $847,927 

Earned Income Analysis

$0

$150,000

$300,000

$450,000

$600,000

$750,000

$900,000

Loan origination, packaging, etc. fees: $775 $1,171 $2,449 $4,575

Earnings on idle funds: $2,100 $11,816 $18,860 $18,074

Interest Income: $2,260 $18,582 $34,461 $46,905

Technical Assistance Fees: $107,947 $73,400 $74,890 $99,724

Contributions and Net Assets $272,550 $491,417 $692,665 $557,544

2005 2006 2007 2008

  Total Unrestricted Revenues:          $385,632                $596,386              $823,325               $726,313 

Table 11: Expenses by Type (see pg. 21 & 22 for analysis) 
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Earnings Analysis & Recommendations 
 
The ratios analyzed within the earnings section of the CAMEL analysis had a 
large amount of variation between 2004 and 2008 (Table 10).  The peak ratios 
resulted in 2005 and 2006, when ADC was just beginning to grow its 
operations. 
 

Self-Sufficiency: This measures the impact of earned revenue in light of the 
organization’s expenses.  Most recently, the ratio holds at 23%, which is 
below the benchmarks established by the Aspen Institute and the trends for 
young and small loan funds.   
 
Return on Assets: This ratio measures the returned net income from 
averaged assets of the organization.  This ratio is currently -6% based on an 
overall deficit from operations in 2008.   
   
Operational Efficiency: This measures the impact of operational costs on the 
organization as a whole, and holds at 58% in 2008.  The high costs of 
operation led to this high ratio, but will be recouped in 2009 with staffing 
changes, and will likely lead to more efficiency in the coming year.   
 
Net Assets: The current ratio is 22% (See Table 9), which matches minimum 
prudent standards (often applied for banks and other financial institutions), 
yet is quite low compared to other non-depository CDFI’s, which average 
approximately 40% for organizations less than 10 years old.  

 
Earned Income & unrestricted revenues were also analyzed in the earnings 
section.  Earned revenue (contributions and grants) is the majority of the 
revenue brought into ADC, with the program fees (technical assistance) also 
making up a large share.  The interest income is also becoming a more 
important portion of the revenues, as well as the interest income that comes 
from their assets in bank holdings. 
 
The increasing value of the technical services and fees is telling, because 
oftentimes organizations won’t charge for these valuable services, to the 
detriment of their sustainability (Aspen Institute, 2008).  ADC serves many 
people through these programs, and is experiencing an increasingly important 
part of their earnings stem from these programs, especially in light of their 
program expansion.  Potential partnerships with board members, volunteers or 
other professionals could be sought out to try and offset some of the cost of 
these services to ADC.   

 
Organization expenses are another important piece to understanding the 
earnings of ADC. The largest cost to ADC comes from the expense of personnel 
(salaries, payroll taxes and benefits), which is one of the largest considerations 
made at ADC when they look at their expenses.  In 2008, two positions were 
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eliminated in order to minimize expenses for 2009.  As the personnel expenses 
have increased, so have professional fees and subcontract fees for additional 
needs of ADC hired outside of the company.   
 
In 2008, ADC began to put money towards loan losses and a reserve for future 
losses, upon their first defaulted loans.  Interest payments also became a more 
prominent expense in 2008, as ADC has acquired more capital investments 
requiring interest payments.  There is a policy in place to continually place 
money into the loan-loss reserve fund, and to re-evaluate the amount set aside 
on a regular basis.  As a benchmark, the average loan loss reserve (as 
percentage of total portfolio value) is 6.5% for all CDFI's, 4.7% for young CDFI's 
with less than 10 years of age, and even higher for CDFI's with less than $5 
million in assets at 9.4%. 
 
 

LIQUIDITY 
 
Liquidity measures the ability of ADC to meet its debt obligations in the short 
term through the use of cash and cash equivalents.   In order to further 
examine liquidity health, operating expenses, and terms on debt versus terms 
on loans were examined.  Using organizational audit data from 2005-2008, 
appropriate ratios were calculated to measure liquidity health.    
 
Liquidity Data  
 
Figure 2: Operating Liquidity Ratio (see pg. 24 & 25 for analysis) 
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Table 12: Liquidity and Liquidity Management (see pg. 24 & 25 for analysis) 

Measure 2005 2006 2007 2008 Minimum Prudent 
Standards 

Current Ratio NA 3.41 2.7 3.08 1.25:1 

Deployment Ratio 6.36 1.42 1.51 0.82 > 50% 

Adjusted 
Deployment 

NA 0.85 0.90 0.63 > 50% 

Cash and equiv./ 
Current Liabilities 7.87 1.41 1.41 1.76 NA 

Months of 
Operating Cash 2.78 3.69 8.14 4.4 >90 days 

Note: Ratios for 2004 and 2005 could not be calculated because necessary data was not 
available on the annual audits.  The lack of a current ratio in 2005 further distorted the 
cash/liabilities ratio. 
 
Liquidity Analysis & Recommendations 
 

• ADC has consistently had enough cash on hand allowing it to operate for 
more than 90 days in the absence of funding.  However, in 2008, ADC’s 
liquid assets available for covering operating costs declined significantly. 
This is reflective of changes in the macro-economy. 

 
• Since UIP financing is considered to be off-balance-sheet funding until 

loans are closed, the Deployment ratio appears to be inflated, especially 
in 2005 when the organization was almost wholly dependent upon UIP 
financing.   However, factoring in UIP financing, the deployment ratio is 
still well above minimum prudent standards.    

 
• Distortions in the calculation of resource deployment (i.e. deployment 

ratio) might not display an accurate representation organizational 
liquidity health.  

 
• Monthly financial statements are key to allowing ADC’s management to 

track liquidity. 
 
Fund Management Practices 
 

• ADC does not have fully developed strategies in managing their loan fund 
liquidity or guidelines/policies relating to idle funds investment, 
although, ADC has noted that all of idle cash in secure CD or interest 
earning savings accounts.  This might be satisfactory given that liabilities 
never “amount to significant borrowings beyond equity equivalent, no 
interest, and deferred payment loans.”5  Additionally, ADC does not have 
large amounts of liquid capital or numerous loan obligations with various 
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interest rates, making formal idle fund guidelines or policies less 
necessary. 
 

• There is no evidence of strategies for managing credit risk, interest rate 
risk, and liquidity risk.  Strategies for interest rate risk may not be critical 
since many of the loans received have low interest rates or none at all.  
Liquidity and credit risk should be formalized for purposes of 
transparency for future investors. 
 

• ADCs 2008 audit notes that the organization currently holds deposits in 
two institutions and may at times exceed federally insured limits.   As of 
Dec. 31, 2008 deposits exceeded the federally insured limit by $476,916.   
ADC should examine the risk involved with maintaining deposits above 
the federally insured limits and explore options to mitigate the risk. 

 
Asset-liability management 
  

• Many of the loans that ADC receives are through state and local 
government, grants, or low-interest community development loans (EQ2).  
These loans or grants charge little or no interest.  Therefore, ADC 
investments do not require a substantial return in order to meet 
organization's debt obligations.    

 
• Deployment Ratios are consistently high compared to minimum prudent 

standards; however the Deployment rate is exaggerated because State 
UIP funds show up on ADC’s financials only as they are closed.   

 
ADC’s financial liquidity seems to be generally healthy in the past few years.   
However, there are only 3 years of strong financial data to analyze which might 
hinder ADC’s rating given that 5 years of financial data are recommended.  
Additionally, no complete formalized strategies are in place to guide 
organizational policy in relation to liquidity management, idle funds 
investment, credit risk, or liquidity risk.   
 
 

RECOMMENDATIONS for FINANCIAL STRENGTH and PERFORMANCE 
 

The overall creditworthiness of ADC has been analyzed within the CAMEL 
system to best assess the financial strength of the organization.  While ADC is 
quite small compared to its peer CDFI's, its overall financial standing is 
impressive given its resources, loan portfolio and the young age of the 
organization.  Looking ahead to the future of ADC, sustainable policies are 
needed to guide the organization towards a larger portfolio, expanded assets 
and the growth of its services and population.  Utilizing the resources provided 
in the appendices, in addition to the analyses outlined above will provide ADC 
with sound examples of areas for improvement.  
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VI. ADC's IMPACT PERFORMANCE 
 
 

This section will review the CARS Impact Performance rating system and 
assessment criteria, review ADC’s data regarding those criteria, and provide 
best practices and recommendations for ADC to improve their Impact data 
capturing, analysis and reporting. 
 
 

CARS RATING SYSTEM and ASSESSMENT CRITERIA 
 
The CARS Impact Performance rating is an assessment of how well a CDFI does 
what it says it is trying to do.  This assessment has a rating range from a high 
of AAA to a low of B and is based on the following criteria6: 
 

• Alignment of strategy and operations 
 
• Effective use of financing resources 

 
• Tracking of outputs that indicate effectiveness 

 
• Tracking of outcomes or impacts that indicate effectiveness 
 

The Opportunity Finance Network describes a high performance in this section 
as having: 
 

“a clear alignment of mission, strategies, activities, and 
data that guides its programs and planning.  The CDFI 
presents data that clearly indicate that it is using its 
resources effectively to benefit disadvantaged people and 
communities and achieve positive impacts related to its 
mission.  It has processes and systems that track output 
and outcome data on an ongoing basis, and it can provide 
data showing positive changes in the communities or 
populations being served.  This CDFI uses its data on an 
ongoing basis to adjust strategies and activities in line 
with its desired outcome.”7  

 
 
The Policy Plus (“+”) rating may be received along with the impact rating and is 
intended to identify those CDFI's that incorporate policy change as an integral 
part of their strategies and play a leadership role in policies beyond those that 
might increase their own access to resources.  
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ALIGNMENT OF STRATEGIES and OPERATIONS 
 

This criteria measures how well the CDFI's mission, strategies, products and 
services, output data, and impact data align and how well all of the respective 
pieces function together.8  
 
 
Alignment of Strategies and Operations Data 
 
Table 13: Alignment of Key Programs or Funds with Mission 

Program of Fund 
Description 

Indicators of 
Organizational Weight 

Connection to Vision / 
Mission 

Financial Literacy 12% 

Educates African immigrants 
on the U.S. financial system, 
which promotes economic 
success in their financial 
endeavors. 

Home Ownership 

Education 
25% 

Educates African immigrants 
on home purchase and 
ownership in the U.S., which 
provides a basis for building 
wealth. 

Business 

Development 
63% 

Educates African immigrants 
in how to sustain a 
successful business, which 
promotes community 
investment. 

Home Mortgage  
(Began in 2009 after analysis) 

X% 

Facilitates home mortgages 
for African immigrants, 
which promotes their 
building of assets and 
community reinvestment. 

* Calculated from ADC grant allocation data 
 
Alignment of Strategies Analysis & Recommendations 
 
Overall, ADC’s strategies are reasonable given its mission.  Its products, 
services and tracked outputs are aligned with its mission and strategies, and 
benefits to African immigrant people and communities. 
 
 



 

ADC Humphrey Capstone Group, May 2009 

27 

EFFECTIVE USE of FINANCING RESOURCES 
 

This evaluation criteria measures how well the CDFI uses its financing resources 
in support of its mission and target population.9 
 
 
Use of Financing Resources Data 
 
Table 14: Effective Use of Finance Resources 

Year * 2005 2006 2007 

Program Services $186,052 $334,611 $436,075 

Management & General 
Expenses 

$102,487 $93,141 $127,693 

Percentage  Allocated to 
Management & General 
Expenses 

55% 28% 29% 

*Data derived from 990 Forms, 2008 was not available. 
 
 
Effective Use of Finance Resources Analysis 
 
As illustrated in Table 15, ADC has shown significant improvement in its 
effective use of finance resources over the last three years.  However, room for 
improvement still exists.  ADC should continuously strive to reduce the 
percentage of financial resources spent on Management and General Expenses 
relative to the financial resources spent on its Program Services. 
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OUTPUTS THAT INDICATE EFFECTIVENESS 
  
This criteria assesses what output data the CDFI tracks, how output data is 
defined, whether the data is appropriate given their mission and strategy, the 
collection methodology used, how the data is used, whether that data indicates 
that the CDFI is accomplishing its goals, and how the CDFI uses those data to 
improve its effectiveness.10 

 
 
Output Data 
 
Table 15: Output Measures of Effectiveness 

Output Measure 2005 2006 2007 2008 

Business Loans to Micro 
Enterprises 

25 47 42 51 

Jobs Created or 
Retained 

34 76 68 * 

Ft2 Real Estate 
Developed/Rehabilitated 

11,300 22,900 27,100 * 

Home Ownership 
Education 

58 102 114 363 

Business 
Entrepreneurship 
Training 

40 65 45 * 

Profit-Based  Financing 
Provided   

24 44 34 32 

* Data exists, but location unclear 
 
 
Output Analysis & Recommendations 
 
ADC is tracking much of the output data necessary to indicate that it is in fact 
effectively pursuing its mission.  ADC should take time to consider all of its 
critical outputs that would best exhibit its effectiveness and create a formal 
methodology for capturing, analyzing, reporting and acting on the data. 
(Refer to Appendix 3 for examples of output) 
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OUTCOMES and IMPACT that INDICATE EFFECTIVENESS  
 
This criteria assesses what impact data the CDFI tracks, how impact data is 
defined, whether the data is appropriate given their mission and strategy, the 
collection methodology used, whether those data indicate that the CDFI is 
benefitting disadvantaged people and communities, and how the CDFI uses that 
data to improve its effectiveness.11 

 
 
Outcomes and Impact Data 
 
Table 16: CARS Example Outcome Measures 

Type of Lender 
(CARS Example) 

Intermediate Outcomes End Outcomes 

Small Business • # of businesses w/ 
improved access to 
financing 

 
• # of participants that 

start businesses 

  

• # of job actually created by 
borrowers 

 
• Increased income of 
borrowers/participant 

 
• Increased employment 
opportunities and 
economic activities in 
community 

 
 
Outcome Analysis & Recommendations 
 
Currently, ADC has no formal process to measure and report on the impact of 
their programs.  However, ADC has an incredible impact on the communities 
and populations it serves.  It has positive impact not only on local 
neighborhood communities, but also on the Twin Cities community and 
Minnesota population as a whole.  ADC’s impact is visible through customer 
success stories and statistics posted on their website and in their annual 
reports.  This impact is visible through ADC’s outreach to the community by 
supporting endeavors such as the Midtown Global Market and partnerships with 
organizations such as KFAI Community Radio, Metropolitan Consortium of 
Community Developers, Neighborhood Development Center, multiple banks 
and multiple grassroots African community organizations.  
 
Measuring impact is not easy, but it is critical in order to achieve any CARS 
rating.   In order to receive an excellent CARS rating, ADC must develop and 
implement a consistent collection, analysis and reporting of data that 
reflects the breadth and depth of their impact on the communities they 
serve.    (Refer to Appendix 3 for examples of outcome/impact) 
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POLICY PLUS 
 
The Policy Plus (“+”) may be received with any of the impact ratings (AAA, AA, A, 
B). Many CDFI's participate in policy initiatives or work to change local policies 
to facilitate their access to resources. The Policy Plus, however, is intended to 
identify those CDFI's that incorporate policy change as an integral part of their 
strategies and play a leadership role in policies beyond those that might 
increase their own access to resources. CDFI's receive the Policy Plus if they fit 
the following description12:  
 

• Policy change is an integral part of the CDFI’s strategies.  
 
• The CDFI leads initiatives to change government policy to benefit the 

community development finance industry or disadvantaged people and 
communities.  

 
• The CDFI can provide evidence of its leadership role in recent policy 

changes that produced benefits beyond additional resources for the CDFI 
itself. 

 
• Management can clearly articulate the CDFI’s role in current policy 

activities.  
 

 
ADC Policy Plus Data  
 
The African Development Center has done a considerably large amount of 
outreach work to effect policy within the African community it serves. This work 
includes: ADC participation in community forums, involvement on a task force 
for the Federal Reserve, involvement of policy makers at ADC meetings, 
publishing of policy articles, participation on multiple boards, received letters 
of congressional support, acting as an informal spokesperson with the media 
for the African community (regardless if ADC reaps direct benefits), promotes 
the well-being of the African community to increase resources and provides 
Islamic lending.  
ADC engages in continual dialogue with the community it serves to determine 
its direction and programming. However, most services are delivered through 
intensive outreach in a client community that is culturally unaccustomed, if not 
averse, to receiving institutional help for business matters. ADC devotes an 
estimated 30 percent of its operating budget to outreach in the form of staff 
time, advertising, media involvement and other community relations.  
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Policy Plus Analysis and Recommendations 
 
ADC is currently involved in many policy-related activities that can contribute to 
achieving a Policy Plus rating. To increase the probability of receiving a Policy 
Plus rating, ADC should take steps to document all activities relating to: 
 

• Policy change within the African community as part of ADC’s strategies. 
 
• Initiatives led by ADC to change government policy affecting the African 

community. 
 

• Leadership roles in policy change that produce benefits beyond additional 
resources for ADC. 

 
This type of documentation and any reports derived from the data will allow 
management and board members to clearly articulate ADC’s role in current 
policy activities at any given time.  This documentation also needs to be 
consistent and easily reportable so that outside analysts can easily determine 
that ADC participates in policy initiatives that warrant a Policy Plus (“+”) rating.  
 
 

BEST PRACTICES and RECOMMENDATIONS for IMPACT PERFORMANCE 
 
Measuring Impact in Practice – CEI Booklet 
 
Measuring Impact is very difficult.  It requires a high level of proof that 
programs actually caused an observed outcome.  There has been a large 
amount of discussion in the CDFI industry regarding the definition of impact, 
how to measure it, what measures are appropriate, how to collect consistent 
and reliable data, and who should measure it.  Coastal Enterprises, Inc.  (CEI), is 
a well known and successful CDFI located in Maine.  CEI has been in existence 
since 1977 and, over the years they have become quite effective at measuring 
their impact.  Below is a brief summary of their recommendations on impact 
from their February 2006 report, Measuring Impact in Practice.13 

 
What is Impact? 
 

• Consider impact to mean, “an outcome that would not happen but for 
ADC’s intervention.”  

 
• To determine impact, “monitor the outcomes” which occur after ADC’s 

intervention.  For instance,  collect baseline data on the population or 
community served and then report changes in the data after program or 
intervention occurs 
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• It is essential to demonstrate impact, even if imperfectly, using a variety 
of quantitative and qualitative methods  

 
What should be measured? 
 

• Measure how ADC thinks each of their programs should/do make a 
difference and what outcomes are anticipated 

 
• Look for more indirect outcomes of the program at the community level.  

For instance, the change in value of businesses or housing in a block or 
neighborhood. 

 
What methods of measurement should be used? 
 

• Measures should come from a combination of quantitative and qualitative 
methods to describe institutional impact over time.  
 

• Survey ADC customers for impact.  How did ADC customer lives change 
after their experience with ADC? What was the impact of ADC’s 
interaction with their customer? (e.g. ‘but for’ ADC, what would have 
happened?) 

How is the data used effectively? 
 

• Organizational commitment at the top is essential to create an ongoing 
measurement system where data collection and analysis are an integral 
part of strategic planning. 

 
How are the costs of measurement systems covered, given limited resources? 
 

• Select measures and studies that are the most important for internal 
learning and advocacy 

 
• Continuously improve the efficiencies of data systems 

 
• Use existing studies when available to supplement measurement and 

evaluation work 
 
 
Note:  Additional recommendations are listed in Appendix 1. 
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VII. CONCLUSION 
 
 

In an interview with Paige Chapel from CARS, she stated that no CDFI less than 
5 years of age has received a CARS rating.  On one hand, this information is a 
compliment to ADC’s visionary quality and to remain on the cutting edge as a 
CDFI – this is exactly the right time to begin planning for CARS application.  On 
the other hand, this information represents a great challenge and opportunity 
for ADC to improve their organization's operations and business practices.   
The strategic implementation of the priority recommendations listed below will 
help drive ADC towards their goal of achieving an excellent CARS rating:  
 

 

Primary Recommendations 
 

FINANCIAL STRENGTH AND PERFORMANCE 
 

• Capital Structure: Diversify sources, linking capital sources to asset use. 
 

• Asset Quality: Refine procedures for monitoring and documenting loans 
and loan statuses. 

 
• Management: Eliminate redundancies in software interfacing to improve 

efficiency and accuracy 
 

• Earnings: Offset the high cost to ADC of classes offered to clients, 
perhaps through community partnerships.   

 
• Liquidity: Formalize strategies for managing loan fund liquidity, including 

credit and liquidity risks.   
 
 

IMPACT PERFORMANCE 
 

• Take time to consider all of critical outputs that would most efficiently 
exhibit ADC’s effectiveness 

 
• Create a formal methodology for capturing, analyzing, reporting and 

acting on the data that reflects ADC's impact on the community they 
serve. 
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APPENDIX 1: ADDITIONAL RECOMMENDATIONS/LESSONS LEARNED 
 
 

• Develop and implement a standardized electronic document management 
system, which involves the following steps: 

 
o Identify standard naming conventions for files 
o Determine consistent storage location 
o Establish reliable backup to the document management system 
 

• Begin organizing relevant documentation for CARS analysis 
 
• Business Training and Technical Assistance: Focus on individualized 

technical assistance and simplified business plans rather than group 
training and complex business plans*  

 
• Technical Assistance to Development Programs: Think systematically, 

compare themselves to national standards, and proactively improve the 
services they provide* 

 
• Types of Business Developed: Serve the widest array possible* 
 
• Expansions of existing business tend to create more than double the jobs 

created by startups and on average, pay $1 more per hour in wages than 
startups**  

 
 

 

 

 

*  ISED Solutions. 2003. Refugee Micro-Enterprise Development: Achievements and Lessons 

Learned. 2nd Ed. 

**  Urban Initiative Board. 2006. Report to MN Legislature. 
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APPENDIX 2: ADC GRANT CONTRIBUTIONS FROM FOUNDATIONS 
 

ADC GRANT CONTRIBUTIONS FROM FOUNDATIONS 

 

 

 

Grants (from 990 form 

found on ADC website) 2005 2006 2007 2008 2009 

Blandin Foundation    $55,000 $55,000 $55,000 

Bush Foundation $150,000     

Catholic Campaign for Human 

Development  $25,000 $50,000 $46,000   

CDFI  $100,000    

Comcast Foundation    $3,000   

Excel Energy Foundation $5,000     

FR Bigelow Foundation $15,000  $60,000 $30,000   

Freddie Mac $10,000     

Greater MN Housing Fund    $55,000 (3 yrs) 

Grotto Foundation $10,000   $15,000   

LISC $11,500  $84,000 $12,500   

McKnight Foundation $70,000  $50,000 $50,000 $50,000 

Minneapolis Foundation  $150,000  $75,000   

MN Housing Finance Agency $21,250 $33,750 $26,250   

Otto Bremer Foundation  $150,000    

Payne Lake Community 

Partners $110,000  $21,600 $21,600 $21,600 

Phillips (Jay and Rose) 

Foundation  $16,000    

St Paul Foundation  $40,000  $70,000 $50,000   
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ADC is able to supply itself with many grants from a variety of sources.  Local 

foundations and organizations have provided repeat funding for ADC, along 

with some one-time donors.  Most of the donations have come in sequential 

years. St.  Paul Travelers Foundation has funded ADC from 2005-2008.   

 

 

 

 
 
 
 
 
 

St Paul Travelers Foundation $25,000 $47,000 $25,000 $25,000   

U.S. Bancorp    $5,000   

Western Bank       $2,500    

Total $467,750 $521,750 $530,250 $442,000  $126,600 
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APPENDIX 3: CARS OUTPUTS AND OUTCOMES EXAMPLE 
 

CARS OUTPUTS AND OUTCOMES EXAMPLE 
 
 
 

 
 
 
 

Type of Lender Outputs Intermediate 
Outcomes 

End Outcomes 

�    # of loans �   # of houses 
rehabbed 

�   Stable, revitalized 
neighborhoods 

�    # of units in funded 
projects 

�   # of units 
developed 

�   Low-income families 
spending less on 
affordable housing 

Affordable Housing 

�    # of CDC’s assisted �   # of units 
occupied by low-
income people 

�   Increased availability 
of low-income housing 

�   # of loans �   # of businesses 
w/ improved 
access to 
financing 

�   # of job actually 
created by borrowers 

�   Characteristics of 
borrowers 

�   # of 
participants that 
start businesses 

�   Increased income of 
borrowers/participant 

Small Business 

�   # of trainings   �   Increased employment 
opportunities and 
economic activities in 
community 
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APPENDIX 4: NCCA OPERATION'S GUIDE – ADC SELF-DIAGNOSTIC 
ASSESSMENT 

 
Introduction 

This Self-Diagnostic Assessment Summary will help ADC assess the overall 

health of your CDFI.  It will help you identify where your CDFI needs to improve 

and where you should focus to improve your CDFI’s performance.  The 

Assessment is based upon the information presented in the NCCA’s Best 

Practices for CDFI’s.  The Assessment focuses on four strategic areas: 

• Mission and Strategy 
• Market and Programs 
• Human Resources 
• Finance and Management Information 

 
The information below was derived from the answers supplied by ADC’s 
Executive Director and one of ADC’s Board members.  It focuses only on those 
areas that were indicated through the ED and Board answers as areas for 
improvement.  The full assessment and answers are located electronically on 
the CD of additional resources.   
 

Mission and Strategy 

ED 

Your score reflects and org that has a clear sense of mission and pays attention 

to the relationship between mission and strategy.  Your long-term strategies 

guide your daily activities and you have a methodology in place for tracking 

your results 

• The best-made plan involves optimal participation - consider including 
the board more in strategy development 

 

Board Member 

Your score reflects the board's attention to mission and strategy and to 

ensuring that board members share a vision for the CDFI's future.  You are 

appropriately informed about how well the organization translates its long-term 

goals into operational activities. 
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• All board members need a grasp of the CDFI's mission and current 
strategy for achieving that mission – ensure that all board members can 
explain ADC's mission and effectively communicate ADC's strategy 

 

Market and Programs 

ED 

Your score reflects consistent attention to learning about and developing your 

market.  You maintain regular contact with your customers and seek to respond 

to their needs in a responsive and creative way.  You leverage your efforts 

through effective collaboration with others.  Your approach to financing is 

coherent and disciplined. 

• CDFI’s that are creative in addressing customers’ needs are likely to 
introduce more new products that those organizations that are less 
creative.  If more than 10% of your financing activity relates to new 
products, it is one indication that you are being innovative in serving your 
market. 

• Market understanding requires market research. A thorough market 
assessment requires information from a variety of sources – consider 
including demographic and economic data when conducting a market 
assessment. 

• Ideally, you are collecting information about customers’ needs and 
satisfaction with the CDFI’s services and products routinely through 
regular contact.  To more accurately target products and services for your 
customers – consider assessing customers satisfaction of products and 
services (both formally and informally) on an ongoing basis. 

• Written financial and social criteria and processes are a critical guide in 
making sound financing decisions – ensure that ADC consistently uses 
these criteria and processes for efficient and effective guidance in their 
financing activities 

 

Board Member 

Your score reflects the board’s attention to market and programs.  The board is 
helping to keep the organization informed of and focused on market 
opportunities.  Board members help promote the organization’s approach to 
financing is coherent and disciplined. 
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Human Resources 

ED 

Your score reflects your understanding that people are your most valuable 

resources.  You demonstrate a commitment to building an effective board and 

recruiting and retaining strong staff. 

• A well-considered transition/succession plan gives ADC the ability to 
handle changes in staff without declines in customer service or loss of 
momentum – ensure that ADC has a formal succession plan in place that 
identifies key staff positions and , where possible, potential future 
candidates for each key position 

• Ongoing feedback to employees is the basis for professional and 
individual development – find ways to improve ADC's current 
performance review system so that it is even more effective as a 
professional development tool 

• Building a board with the right combination of skills, experiences and 
perspectives to further the CDFI's work is critical to success – make sure 
that the expertise, skills, perspectives, and other attributes needed to 
further ADC's mission are adequately represented among it's board 
members. 

 

Board Member 

Although your CDFI pays good attention to HR issues, there is more room for 

improvement.  The improvements needed may be relatively minor.  It is likely 

that your board is not quite functioning as effectively as you would like.  It may 

be that new board members are not properly oriented to their responsibilities 

and/or some of the skills and perspectives the CDFI needs are not represented 

on the board.  The relationship between the board and ED may need some 

adjustments or clarification. 

• Building a board with the right combination of skills, experiences and 
perspectives to further the CDFI's work is critical to success – make sure 
that the expertise, skills, perspectives, and other attributes needed to 
further ADC's mission are adequately represented among it's board 
members. (same as above) 

• An effective standing committee structure within a board helps focus the 
work of the full board and makes it more productive – ensure that 
committee responsibilities and tasks are clear and that the composition 
of the committee is appropriate for its responsibilities and tasks 

• Board attendance is important.  If the same people are regularly absent, 
they may not belong on the board – ensure that board meetings are well 
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organized.  If you have trouble achieving quorums, identify the reasons 
why and deal with them. 

• Effective board recruitment begins with an objective assessment of the 
skills, expertise and perspectives needed on the board to further the 
organization's mission, inventory of board's current attributes and 
identification of gaps – do not wait for a board vacancy before 
considering new candidates for the board.  

• Responsible, engaged board members must be cultivated over time.  
Proper orientation is a key step in getting board members "signed on" to 
the CDFI's mission and goals – ensure that ADC has a formal orientation 
process, which includes reading the board manual, to introduce board 
members to their responsibilities. 

• A well-considered transition/succession plan gives ADC the ability to face 
and handle the departure of a Executive Director without declines in 
customer service or loss of momentum – ensure that ADC has a formal 
succession plan to handle a vacancy in the Executive Director position, 
should it occur. 

• If the CDFI is thriving, the assumption is that the Director does not have 
any professional development needs.  Every employee, including the ED, 
deserves thoughtful and constructive feedback about individual 
performance – ensure that the ADC's formal evaluation of the ED affirms 
accomplishments of the past year and identifies opportunities and 
strategies for the Director's professional development. 

 

Finance and Management Information 

ED 

You are addressing many of the critical areas related to finance and 

management information, but a few important areas still need attention.  It may 

be that you are constrained by inadequate resources to support program 

activities and/or need to increase your financial strength.  Risk management 

may need some work.   

• A scorecard tracks a limited number of financial and non-financial 
measures for critical performance.  This management tool provides an 
overview of how well long-term strategies are being translated into 
operational activities – ADC should develop and begin utilizing this tool. 

• Effective risk management requires anticipating risk to which the CDFI is 
exposed, assessing the likelihood that these hazards will occur and the 
expected damages if they do, and taking step to mitigate or reduce the 
potential risks or damages – rather than reacting quickly to develop a 
response when an incident occurs, ADC should identify potential risks 
now and develop risk management and contingency plans to deal with 
those risks. 
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• CDFI's capitalized primarily through equity may not be pursuing 
opportunities to grow by leveraging debt - ADC equity or net assets 
represent more than 40% of their total capital under management.  ADC 
may consider other opportunities to grow by leveraging debt. 

 

Board Member 

Your score reflects a CDFI with good financial management practices and 

appropriate board oversight of these activities.  Most of the major risks faced 

by the business have been identified and are being managed. 

• Your CDFI's audit engagement should be a productive process that 
ultimately strengthens financial management processes and increases the 
usefulness of financial reporting – the Board should meet with ADC's 
auditor on an annual basis to review the audited financial statements and 
discuss the auditor's comments and recommendations regarding internal 
accounting control systems. 
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APPENDIX 5: BIOS OF HHH CAPSTONE PARTICIPANTS 
 
 
 

Michael Berhane – Impact Team: Michael is a Public Affairs Student at the Humphrey 

Institute of Public Affairs concentrating in Global Human Rights. He earned his B.A at 

the University of St. Thomas with concentration in Justice and Peace Studies. Michael is 

originally from the East African country of Eritrea.  

 

Kate Boran Aitchison – Finance Team: Kate is a second year planning student at the 

Humphrey Institute of Public Affairs concentrating in Community Development.  She 

currently works with the Center for Urban and Regional Affairs as a research assistant 

on issues surrounding urban growth and change.  She received a B.A. in Spanish and 

Sociology from the University of St. Thomas in the spring of 2006. 

 

Nick Deffley – Impact Team: Nick is a Public Policy student at the Humphrey Institute 

of Public Affairs concentrating in science, technology and environmental policy.  He 

earned a B.A at the University of Minnesota with a concentration in Political Science, 

Communications and Environmental Studies.  Nick currently works for the University of 

Minnesota in the Capital Planning department, responsible for contract administration, 

increased sustainable design/construction practices, and increased inclusion of 

Targeted Group Business in University design/construction projects. 

 

Kent Hranicka- Finance Team: Kent is a Public Policy student at the Humphrey 

Institute of Public Affairs concentrating in economic and community development.  

Before attending the Humphrey Institute, Kent worked as a legislative assistant in the 

Wisconsin State Senate.  He received a B.A in History at the University of Wisconsin – 

Eau Claire in 2004.    

 

Andrew Hughes – Finance Team: Andy is an Urban and Regional Planning student at 

the Humphrey Institute of Public Affairs, concentrating in housing and community 

development.  He currently works at Minnesota Housing, the state’s affordable housing 

finance agency.  He received his B.A. in Urban Studies and Geography from the 

University of Minnesota in the spring on 2007.   

 

Nacole Kaai – Impact Team: Nacole is a Public Affairs student at the Humphrey 

Institute of Public Affairs concentrating in non-profit management.  She earned a B.A at 

the Chapman University with a concentration in Psychology.  Nacole currently works for 

the University of Minnesota in the Capital Planning department, responsible for 

continuous improvement and best value procurement.  
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