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CHANGES THIS QUARTER

1 The poor political and economic outlook continued unabated adversely impacting growth for some key
players in the microfinance sector due to higher cost of funds (COF), growing concerns about delinquency
and high exits.

1 Margins for microfinance institutions (MFIs) are getting squeezed as a result of rising operating costs,
increased cost of borrowing, higher delinquency and general political instability. This requires a more
prudent and risk-averse approach for the institution and therefore the strategy has been to consolidate
business operations.

1 Liquidity in the capital markets is now much tighter, so Kashf Foundation has decided to open a lower
number of branches in the first 6 months of this year as compared to previous years. At the same time,
focus has been on consolidating growth over this period and strengthening internal controls along with
compliance standards. This includes the introduction of a compliance department and area-level controllers
to improve pre-disbursement practices across the institution.

1 Nonetheless, the cumulative number of active clients went up to 318,501 at the end of the second quarter of
2008, depicting an increase of 1.9%. With the expansion into two more districts, the total number of
branches now stands at 165 with 148 group lending branches and 17 individual lending branches.

1 Exit study of Kashf’s clientele was conceptualized and kicked off to understand reasons behind the high exit
rate.

1 In order to understand the growing impact of food inflation and to estimate an average client’s energy needs,
a food and energy survey was rolled out and put to test in the field to obtain data which can then help the
organization plan ahead strategically in terms of new product innovations.

I Health Insurance is now accessible to 8,143 individuals illustrating an increase of 61% in the cumulative
number of clients insured compared to the last quarter.

1 The Foundation achieved complete internet connectivity in all branches to facilitate and build culture of
electronic communication. Furthermore, in order to build management depth in the IT dept. there was an
addition of an I'T Manager in the team.
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APRIL - JUNE AT A GLANCE
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Total Outreach for Program Ason Mar. 6 0 ¢ Ason June 6 O ¢ HEEAN TS
change
Active Clients 312,439 318,501 2%
# of Loans (GL) (Cum.) 726,655 795,864 10%
# of Loans (EL) (Cum.) 475,449 524,432 10%
# of Loans (BSL) (Cum.) 19,058 23,883 25%
Total Loans (Cum.) 1,221,162 1,344,179 10%
Attrition rate GL (%) 6% 17% 11%

Port folio Quality -Recovery & Risk Analysis

As on Mar ‘08 As on June ‘08
PAR (%) GL over 1 day 1.21% L79%
0.29% 0.96%
PAR (%) over 30 days
PAR (%) over 60 days 0.15% 0.62%
7,858,126 15,127,153
Overdue amount: GL
PAR (%) BSL over 1 day 2.07% 2.15%
Overdue amount: BSL 2,719,293 3,595,994
Overall PAR over 1 day 1.32% 1.83%

Profitability Ratios Efficiency Ratios

Balf Refas Jan - Mar 08 Apr - June ‘08 Efficiency Ratios Jan-March ‘08 June ‘08
Return on Assets 3.57% 0.66% Administrative 15.60% 15.41%
(Adj.) Efficiency
Return on Equity 10.19% 2.02%
(Adj.) Operating Efficiency 26.92% 27.53%
Operational-Self
0, N9,
Sufficiency (OSS) 160.00% 143.00%
S SELLT Financial Self
Sufficiency (FSS) 130.00% 103.00%

Yield on Portfolio
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PROGRAM OVERVIEW DURING APRIL - JUNE 2008

Portfolio Distribution
2%

BSL

A Flatter Growth Curve

Growth has relatively been stagnant owing to the political and economic situation. Starting loan amounts, given the
rate of inflation, do not appear adequate for catering to the needs of start up enterprises. Like-wise the real value of
the maximum loan amount per cycle has been reduced since the purchasing power of money has gone down.

HiglerExits

High exits have also been observed in the program. A comprehensive strategy is being planned at the management
levels to address these high exits and understand the core reasons behind exit. An exit client study undertaken in the
Rawalpindi market indicates that certain features in the methodology are viewed negatively by clients. These need to
be reviewed thoughtfully from the perspective of increasing the value proposition of our products and for managing
organizational risk. The impact of political and economic scenario in the country also needs to be examined.
Moreover, loan officers, it appears, may have become more risk-averse and are not making as many repeat clients as
they used to in the past. As a result, the number of exits may have also increased.

As discussed, there have also been some issues from the demand side with respect to increased exits. It has been
documented that clients are not satisfied with particular aspects of the product. In order to better understand client
preferences, and align product improvement with that, a country-wide customer preferences survey is being planned

for Q4.

Rising PAR

Higher PAR has also affected growth with PAR reaching >1% in Punjab and 16% in Karachi. The political situation
has impacted Karachi more than other areas in Pakistan. It has been observed that in the post Benazir Bhutto’s
assassination scenario, staff readiness to handle such a situation in Karachi was limited. However, since only Rs. 200
million out of the entire portfolio of Rs. 3 billion was in Karachi, the scale of impact has been limited. Regardless,
the challenging business environment in Karachi has been a major contributor for the increased PAR. Some specific
contributors from Karachi are presented below:

Fraud and HR concerns
Policy non-compliance
Choice of area not according to poverty criteria and increased security concerns

=) =) == =

Negligence in center meetings and opportunist involvement
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Rising Costs

On the financial side, due to higher KIBOR, cost of funds (COF) has been rising and squeezing margins. The
interest rates on loan products up till now have not been changed to reflect this differential in COF due to the fear
of defaults and back lash in terms of market reputation.

Kashfds Strategy

Nonetheless, the foundation is looking at ways of strategically operating in the challenging environment. Given the
high cost of funds, a more prudent approach is now being employed by reducing the number of new branches
opened this year. Moreover, an efficiency study was conducted within the organization to see where costs can be
reduced. As this report goes to the printer the Operations and IT are busy carefully mapping all the distinct business
processes in order have maximum efficiency gains using the techniques of Business Process Management (BPM).

Customer is Always Right!

In order to turn these preceding challenges into an opportunity, Kashf’s Research & Business Development
Department (Research) is increasingly focusing on client needs and preferences through the following initiatives:
First, Research is conducting exit client studies in different markets. Second, Research is also analyzing whether both
the starting loan and the cap amount should be increased. Third, center sizes and monthly meetings are also being
analyzed through a detailed study. Last, in order to help clients deal better with the rising food inflation, efforts are
being made to understand the impact of rising food prices through a comprehensive survey that is targeting 100
households. Kashf strives to put the client at the centre and ensure high customer service. For this, greater focus on
staff training particularly the front line loan officers and their managers is planned.

Comparison Q1 v. Q2

1,600,000
1,400,000
1,200,000
1,000,000
800,000
600,000
400,000
200,000
0]

W Active Clients

H Loans (Cum.)

As on Mar ‘08 Ason Jun ‘08

Distribution of Loans across Sectors

Services and Trade continue to take the lion’s share with services increasing by about 3% compared to last
quarter whereas manufacturing has gone done by 2%. One possible reason for this slow growth could
possibly be that due to rising inflation — and higher cost of doing business --, clients are finding it hard to
profitably run manufacturing enterprises. For this reason, clients are diversifying towards such sectors that
suffer from a low inflation impact like trade and services as the inflation impact in these sectors can be
passed on to the final consumer.
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Sectoral Distribution of Loans
m Cottage Industry

M Food Production

and Services
= Manufacturing
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M Services
W Agriculture
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Miscellaneous

General Loan

Active clients increased by about 4,000 implying a sluggish growth given the economic crunch and hence very few
new disbursements were made in this quarter. An active effort was made to consolidate growth and better portfolio
quality.

.. . . Outreach
Attrition rates, however, increased from 6% to 17% representing an _

increase of 11 percentage points over the quarter. Increasing prices oL Jaf:alg/laf f:‘)lgrﬂ'J“ne
not only led to inadequacy of loan amounts but also inflated clients’

household budgets. Increased pressure on client’s time is also quoted Active Clients 298241 302,622
as an important change. Due to the recent political turmoil, and other s

factors that led to businesses shutting, clients were impacted gravely Exit Clients LI 52,016
in certain markets. Moreover, product feedback from clients is also

being received on several fronts. Given the tough times, loan officers Client Astrition (%) o e

as well have also been a bit reluctant to give loans to risky or border
line cases resulting in exits increasingly cumulatively from 19,363 to 52,016.

In order to arrest attrition rates, policy changes were made in this quarter to improve client satisfaction. Among
these changes, two are worth mentioning: increasing starting loan and the loan cap. Monthly meetings are being
constituted in certain areas since fortnightly meetings are becoming an irritant for clients, especially working women
who have to incur wage losses to attend a meeting. Furthermore, the age of unmarried clients was also lowered so
that such clients are not screened out during the loan process. However, the Research and Business development
department (Research) is planning extensive client surveys and satisfaction studies to diagnose this phenomenon
further and develop a comprehensive strategy for client retention.
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The cumulative loan amount disbursed for GL in this
quarter reached Rs. 10.8 billion, showing an 11.24%
increase over the last quarter’s figure of Rs 9.7 billion.
This increase is substantiated by an increment of
nearly 10% in the cumulative number of loans. ALS
increased by a slight margin as the clients progressed
into higher loan cycles.

Ason Apr EW Jun Ason

har 08 dnn 08
PAR over 1 day has increased from 1.21% to 1.79%. This change has mainly occurred due to a number of reasons
that include inflation, weaker compliance and loop holes in the systems of collection resulting in fraud cases, and
gaps in HR. For instance, inflation has had a two-pronged effect on the profitability of our clients’ businesses. First,
increased fuel and power costs has increased the cost of inputs. Second, the costs of installing alternative power
sources like UPS and generators have affected business overheads.

Moreover, in certain markets like Karachi, weaker compliance and high staff turnover has negatively impacted on
business and increased the overall PAR for the organization. In order to ensure better compliance and reduced staff
turnover the management have taken some concrete steps: First, a Karachi task force comprising of senior managers
has been formed to review the Karachi business situation every week. Second, the slots for a permanent compliance
staff and an assistant HR manager have been created specifically for the Karachi market, i.e. the regional office has
been strengthened. Last, all managers have planned regular visits to the Karachi field operations to ensure active

support and supervision.
GL 7 Quarter in Brief

Jan — Mar %
GL ‘08 Apr—Jun'08 | Change
Loan Amount
Disbursed
(Rs.)

958,676,000 | 1,093,641,000 14%
Number of
Loans 65,968 68,871 4%
Average Loan
Size (Rs.) 14,532 15,880 9%
PAR (>1 Day) 1.21% 1.79% -

Disbursement -General Loan

0/
As ‘:ESM“ Apr May Jun As on Jun ‘08 cﬁ’:f;e

GL
Loan
Disb.
(Rs.) 9,731,334,166 | 364,549,000 | 395493,000 | 333,599,000 | 10,824,975,166

11.24%
Number
of Loans 726,993 23,283 23,555 22,033 9.47%
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795,864
Average
Loan
Size (Rs.) 13,386 15,657 16,790 15,141 13,602 1.61%

Emergency Loan

The cumulative EL disbursement increased by about 12% compared to last quarter’s, while quarterly
disbursement has declined by 7%. Although, it is assumed that use of consumption loans tends to increase
during periods of inflation, however, due to the overall environment of repayment and the increased

PAR has resulted in the risk-averse behavior at the field level in EL loans in addition to the GL loans

as they felt it will increase the overall indebtedness of the client. Hence a visible decrease in number of loans
can be seen also showing a minute dip in the average loan size (ALS).

Disbursement -Emergency Loan EL - Quarter in Brief

EL As on Mar Aps Ma T As on Jun . .

Disbursement ‘08 P y ‘08 EL Disbursement ORI GO

Loan Amount Loan Amount

Disbursed 70,561,000 69,413,000 | 43,958,000 | 1,737,172,069 Disbursed (Rs.) 198,692,000 183,932,000
1,553,240,069 PP RS

(Cum.) (Rs.)

Number of Number of Loans 52,836 48,947

Loans 475,485 18,816 18,427 11,704 524,432 Average Loan Size

Average Loan (Rs.) 3,761 3,758

Size (Rs.) 3,267 3,750 3,767 3,756 3,312

EL Cumulative Disbursement

1,800,000,000
1,750,000,000 A
1,700,000,000 A
1,650,000,000 A
1,600,000,000 A
1,550,000,000
1,500,000,000
1,450,000,000
1,400,000,000 T T T T

As on Mar Apr EW Jun Ason Jun
N8 N8
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Business Sarmaya Loa

BSL loan amount disbursed increased to Rs. 952 million, registering a 60% increase over last quarter, due to a
40% rise in the number of loans disbursed in this quarter. The cumulative number of loans as on

March *08 was approx. 23,000 loans. The ALS rose over last quarter by nearly a 1,000 increase as more clients
progress into the higher loan cycle.

Disbursement -BSL

As on Mar As on Jun
<8 Apr May Jun 08
Loan Amount 726,040,000

Disbursed (Cum.) 75,945,000 | 72,080,000 | 78,496,000 952,561,000

Number of Loans 19,058 1,653 1,493 1,679 23,883

Average Loan Size
(Rs.) 38,096 45,944 48,279 46,752 39,884

BSL - Quarter in Brief

. Jan-Mar’08 Apr-Jun’08
BSL Disbursement
Loan Amount
Disbursed 141,260,000 226,521,000
Number of Loans 3,456 4,825
Average Loan Size
(Rs.) 40,874 46,947
PAR (>1 Day) 2.07% 2.15%

1C



BSL Cumulative Disbursement
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The PAR value for BSL increased to 2.15% from 2.07% over the quarter. Political instability, which led to poor
economic performance affecting small-scale businesses, was the major force that resulted in increasing the incidence
of delinquency among and thusly a higher PAR. It is noteworthy to mention that, on average, PAR value for Kashf
Foundation BSL remains between 2-2.5% which is stable bench mark in the industry for an individual lending
program.
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Health Insurance
Outrach HI Enrollment Apr Ma Jun Total
P y
The health insurance p1l(?t is being .superwsed S e e — e 000 o 5,097
Research. As the health insurance pilot drew to a | Received
: Amount  (In | 4, 75 381,500 217,700 | 1,083,950
close, the total number of clients covered crossed Rs.) : : g .
. . Cumulative Lives Insured

the 8,000 mgrk closing in at 8,143 and represents 6,431 7521 8.143 i
nearly 61% increase from last quarter. The total
premium collected for the Apr-June 08 was Rs | Claims I;:I;;’:;ga‘ms
1,083,950 and the cumulative premium stands at | Paid ol4 4|4 312 13(10
2,850,050. —

L Ic{lalmed (in 59,648 42,871 54,425 156,944
Findings s:)

hi rter rise in the number of claim
This quarter saw a fise in the nu ber o clatms as Amount Paid (39,623) @2781) | (G2441) | (114,935)
more clients became aware of the health insurance (In‘I’{““)t a

S.

product and a total of 13 claims totaling Rs. 156,944
were made. Out of these 10 were approved by the insurance company (NJI). Out of the 13 claims, 9 were cashless
and 4 were reimbursements. Clients seem to prefer the cashless procedure since the reimbursement procedure takes
nearly 2 months. Moreover, clients may not have cash-in-hand during emergencies and usually tend to borrow from
relatives, neighbors etc. In short, the long reimbursement procedure is not very client friendly.

However, making the cashless option available to clients suffers from two pitfalls: First, initiating a cashless option
for clients requires an explicit agreement between the network hospital and the insurance company. This is time-
consuming. Second, more often than not, hospitals are relatively inflexible to a third company imposing customer
service protocols.

With the addition of two new hospitals, namely Shalimar (cashless) & Jinnah Hospital (reimbursement), the number
of panel hospitals in the pilot now stands at 5. This has been done in order to enhance ease of access for the clients.
Another reason for bringing an additional hospital on the panel was the complete bypassing of one particular
hospital, the Combined Military Hospital (CMH). The initial findings collected from the end of pilot report (EOP,
in progress) indicated that clients found the CMH intimidating due to entry barriers and armed sentries (for security).

EOP

In order to successfully close the pilot and suggest the way forward through a detailed EOP, the foundation shall be
conducting focus groups with clients who have purchased health insurance. This is essential in order to assess the
existing needs of the clients to also conduct a gap-analysis of how the health insurance product fits into the clients’
needs. This detailed EOP shall give future direction to what additions (services, inclusions etc.) need to be made to
this product.

Disbursement -Home Improvement Loan

Apr-Jun ‘08

12|Kashf Foundation, Quarterly Report, Q2, 2008
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Home Improvement Loan

Research is also supervising the implementation of this product. No
further disbursements are being made as the HIL is in the transition
phase and being handed over to the Operations. The appropriate
branches have been identified and staff has been hired for the
operations and the focus is to open branches within Lahore and
outside to enhance the portfolio experience. The staff now needs to
be trained and after the training period shall be sent to their respective branches for final roll-out of product.

Cum. Loan  Amount

Disbursed (in Rs.) 36,271,000

Number of Loans 539

Outstanding Loan

Portfolio 38,325,252

Average Loan Size (Rs.) 64,375
0.78%

PAR >1 Day

The product has seen stellar recovery rates and the PAR has been contained at <1% and out a total of 539 clients
only 4 clients have been problematic. This gives reasonable credence to the viability of the product over a longer

loan term period.

Life Insurance

The table on the right shows the number of life
insurance clients during the two quarters. Since,
insurance is mandatory on all clients between the
ages of 18 to 60 and who are accessing the GL loan,
it follows the trend of disbursements. Hence, the
life insurance showed a positive increase as
compared to the previous quarter.

Insurance -Enroliment Jan - Mar | Apr - Jun
Total
08 08

Lives
Covered 69,478 71,310 140,788
Amount

Premium Received (In Rs.) 21,117,929 24,724,116 45,842,045

Cumulative Lives Insured 492,567 563,877 -
No. of
Claims 678 646 1,324
Amount

Claims Received (In Rs.) 11,024.857 | 10398019 | 21,422,876

The total number of lives insured cumulatively in the GL programme is about 563,877 and adding the clients insured
under other lending programmes (i.e. BSL and HIL) takes the number of clients insured to 621,658. The total
number of claims for the quarter was 646 totaling to a payout of 21,422,876.The premium collected increased by

17%.

13|Kashf Foundation, Quarterly Report, Q2, 2008
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FINANCIAL SUSTAINABILITY

ON

Overall performance

The April to June quarter has ended with 318,501 clients, and over Rs. 3.059 billion in total outstanding loan
portfolio. As of June, 2008, Kashf Foundation has a wide network of 148 GL branches and 17 BSL branches.
The PAR value for its GL. branches remained at 1.79%.

The organization’s equity stood at Rs 1.586 billion (Mar 2008: Rs 1.524 billion). The growth of Rs. 62
million in equity resulted from the income for the quarter of

Jan - Mar 6 ( Apr -June 6 0 |

Rs. 307 million (Jan —Mar ‘08: Rs. 234 million). The total asset
base for the Foundation rose to Rs. 5.21 billion as compared to Recovery % 100% 100%
last quarter’s value of Rs. 4.73 billion. Assets mix showed
higher unspent cash balances over 14% [March’08: 19%], but Oveiagazlz,ﬁ)ove’ 1.32% 1.79%
due to overall economic condition of the country, it is implicit
to maintain higher levels of liquidity. In such conditions, lack of Overdue 0580 R~
liquidity would imply not giving loans to repeat clients in times PO T C
of need which would result in decreased brand equity Overall PAR over B

30 (vl 39% 0.99%

The sources of finances changes during the Quarter and on

lending funds were met through PPAF funds and Commercial loans. Commercial bank loans for Rs. 103 million
and PPAF Rs. 500 million have been utilized in this quarter. The average Cost of Funds (COF) for the quarter is
11.44%.

The total overdue amount as on June 2008 was
Source of Income Generation about Rs. 18.75 million. This was mainly due to
instances of fraud, policy violations in some

Income  from branches as well as involvement of
Fma.ncml Jan’08-Mar’08 Apr’08-June’08 Y%age Share Opportunists. A system review is needed to
Services (InRs.) (InRs.) Change (%) .

insure that gaps are understood and addressed.

) i Another important reason was high employee

Service Charge 231,211,071 226,588,250 -2.00% 81.94% : 3

turnover in some branches that resulted in the

monitoring of their portfolio to be adversely
Investments 21,900,277 34,840,142 59.00% | 11.34% .

affected. PAR has gone up to 1.79% over last

quarter’s 1.32%, which has happened because of
Other Income 11,842,223 15,094,697 27.47% 4.91% . : .

delinquent payments in more branches this
Total Income quarter (April — June ‘08) compared to the last.

264,953,571 276,523,089 4.37% 100%

The number of OD branches also increased due
to the downturn in the economy and related inflation, especially that of food items. As predicted in the last quarter,
delinquency did rise in this quarter and hence for containing it, more rigorous staff refresher courses and initial
trainings are planned to incorporate a more stringent environment of compliance and client screening. Moreover, a

14|Kashf Foundation, Quarterly Report, Q2, 2008
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fraud committee has been set up under the chairmanship of the CFO which reviews cases of fraud and diagnoses
these cases to draw lessons for the organization.

The Karachi market is still experiencing high levels of delinquency, and so efforts are underway to adopt a more
targeted approach that entails better consolidation of branches based on geography and type of clientele. Careful
reviewing of the Karachi operations has yielded many valuable insights and hence more emphasis shall be given to
enhancing the quality of human resource, overall business management and brand image building. As a result of
consistent review of the Karachi operations, it has been decided to take extra care in screening future clients.
Internal audit team has also been placed in Karachi to undertake more rigorous and regular audits.

A negative trend in the percentage change in income received from loans was witnessed as income derived from
service charge went down by 2% points in this quarter. As income from service charge comprises of approximately
81.94% of the total income portfolio of Kashf Foundation that it earns from its financial services, the total
increase in income was a mere 4.37% over last quarter’s. Such an outcome was largely due to the fact that the
funds acquired could not be fully utilized for loan disbursements and hence all the excessive funds were invested
for a short term period. Income generated from other sources also rose up by 27.5% over the last quarter.
Investments also underwent a positive change, increasing its share in the total income earned by 59% over last
quarter’s amount.

FEfficiency Ratios

Efficiency Ratios Administrative Efficiency is defined as the cost required in

maintaining Rs.1 in the market. There has been a decrease of

Effictency Ratios March T8 — 0.19% in administrative efficiency, which shows that the

Administrative 15.60% 15.41% company’s administrative efficiency has improved slightly

Efficiency over this quarter. This implies that the same Rs.1 can be
maintained in the market at a lower cost as compared with

Operating Efficiency 26.92% 27.53% the last quarter. The dip in ratio is mainly due to an increase

Operational-Self in average outstanding portfolio and tight budgetary

Sufficiency (OSS) 160.00% 143.00% controls.

Financial Self Sufficiency

(ESS) 130.00% 103.00%

Operating Efficiency refers to the efficiency of the loan
disbursement system. The operating efficiency ratio has gone up to 27.53%, showing a 0.61% increase over last
quarter’s (January to March ‘08) 26.92%, mainly due to higher financial costs and slower growth in portfolio.

Operational Self-Sufficiency (OSS) measures whether the revenue generated by the program is sufficient to cover
its overheads, whereas Financial Self-Sufficiency estimates whether the program would still be sustainable if it is
compelled to borrow at market rates. For current quarter April - June ‘08, the OSS stood at 143.00%, depicting a
17% decrease over the last quarter (Jan-Mar 08). This is primarily due to an increase in the operating costs as 11 new
branches were opened in this quarter, yet a disproportionate increase in operating income as disbursement targets
could not be completely met. Financial Self-Sufficiency for this quarter went down by 27% to 103% (Mar ‘08:
130%), mainly to the trend of increasing inflation levels and higher cost-of-funds adjustment. Although, there was a
significant decrease in OSS and FSS, Kashf Foundation is still in a viable position to sustain itself financially, and can

15|Kashf Foundation, Quarterly Report, Q2, 2008
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also generate enough revenue to cover its running expenses. Moreover, the OSS is going down because of the hike
in COF and other op costs like energy etc.

16| Kashf Foundation, Quarterly Report, Q2, 2008
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HUMAN RESOURCES
Jan-Mar 2008 Apr-Jun 2008
Total Permanent Staff 1278 1347
Total HO Staff 83 103
Total Field Staff 1195 1244
Gender Male Female Male Female
Number 682 596 750 597
Total Staff Recruited 236 423
Total Staff Recruited(HO) 11 20
Total Staff Recruited(Field) 225 403
Gender Recruited Staff Male Female Male Female
Number 137 99 250 173
Overall Turnover 4% 7%
Number 73 85

Staff Recruitment and Gender Balance

1 A 54% increase in staff strength was registered this quarter taking the total staff count to 1347. The
recruitment team continued to identify and employ talented and committed staff as 423 employees were
inducted during the last quarter.

9 The female gender ratio at the organizational level stood at 44% at the close of the second quarter of 2008.
Total 403 employees were recruited in the field in which 42% were female and total 20 employees were hired
for Head Office positions.
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New HR Initiatives

Several functional initiatives were taken in HR department during the second quarter of 2008.

1
1

= =

HR Manager hired to add depth, bring fresh perspective and innovations within the department

Assistant Manager Recruitment hired to strengthen the team and streamline the structure of the
recruitment function

Provident Fund Trust registered in May 2008

WWB consultancy carried out to guide the HR department on successfully performing its role as a
strategic business partner

WWB focus groups carried out with a sample of Area Managers, Branch Managers and Loan
Officers to understand staff perspective about their current roles in Kashf

HR helpline, initiated at the end of the first quarter, received 55 staff queries during the second
quarter
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KASHF LEARNING CENTER

Internal Trainings: April - June 2008

A total of 44 trainings were conducted in-house covering over 1099 people in April - June 2008. Major trainings in
this quarter included, gender and development, Customer Care session, Delinquency management, policy
refreshers and TLO orientation. The Learning Centre organizes gender and development workshops to familiarize
Kashf staff to the concept of gender development. The training enables the loan officers to clarify and articulate
Kashf’s vision of empowerment with its products, services and systems.

L . # of
Activity # of Traini ngs Participants
LO
TLO Orientation 10 268
Assessment Refresher 3 48
Star Performers 1 20
5 159
Ethics, Fraud & Customer Care
Delinquency Management 4 93
GAD workshop for LOs 1 26
BM
TBM Orientation 2 41
Delinquency management 2 48
CcO
CO Orientation 2 34

Focus group

Focus group with LO, BM &AM 2 16
ITOs

Hardware/SQL/Oracle 1 17
BM

Personal Effectiveness by Abbas Hussain 1 22
Ethics & values session by CEO 2 67
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WWB session on strategic HR management 1 21 (12 BM,9
AM)

BM/ CO

Finance session by F&A dept 2 50 (18 BM, 32
CO,

LO/CO

Ethics & values session by President & CEO 4 139

Middle management Tier

Leadership development: Phase-1I by LUMS 1 30

Grand Total 44 1099
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External trainings: April — June 2008

7 External trainings and one exposure visit of Bangladesh was conducted in the second quarter of 2008. The
detailed report for the trainings is as follows:

External # of training # Participants Objectives
trainings

Leading with passion | 01 04 -Leadership Styles

Motivational Skills, Team building
Managerial Skills for | 01 06 -To improve managerial skills &
building managers communication

-To learn ways to strengthen the team
Exposure visit of 01 07 - To learn best MF practices
Bangladesh
The Art of Team 01 04 - To improve Communication & reduce
Building- Taping the conflict Capture ideas & Suggestion
energy of We from the work force
Personal 01 22
Effectiveness by -Self management
Abbas Hussain - Time management

- People management
Leadership & 01 30 _ To introduce the participants to the
Development principles of Management & leadership
Program
Enterprise Business 01 01 - To learn installation of Linux operating
Application: Using system with SA & NA oracle database
Oracle 11 g enterprise edition
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Cisco Device 01 01 -Managing the branch & head office
configuration Cisco Connectivity
certified Network -Building in house expertise & depth in
Associate network management team for Cisco

Device Management & configuration
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GENDER EMPOWERMENT & SOCIAL ADVOCACY

In 2™ quarter of 2008, GESA continued its focus on mainstreaming gender in Kashf, both at the staff’s and clients’
level.

Gender Assessment by Women’s World Banking at Kashf:
In the period of April — June, organizational gender assessment conducted by Women’s World Banking team.

Objectives of the Engagement were as follows:

1 Analyze organizational policies and procedures to understand challenges and opportunities for women staff
at all levels at Kashf.

1 Identify and analyze challenges outside of the organization’s policies and systems that affect a woman’s
ability to perform and excel in her job.

1 Identify key action areas that can help Kashf improve its ability to recruit, retain and promote high
performing women staff.

GESA’s team facilitated Women World Banking team during their visit at Kashf. This assessment comprises on
11 in-depth interviews and 12 focus groups with clients of all marital statuses, as well as with their male family
members. In the result of this study, WWB gave its recommendations to make Kashf policies and procedures more
women friendly, which will be incorporated in its program in future.

Gender Sensitization:

In order to develop a gender sensitive culture within the organization & champion women empowerment vision,
GESA conducted 13 workshops for 327 (BMs, LOs and COs) staff members, in Kashf areas including Karachi,
Rahim Yar Khan, Multan, Rawalpindi, Jhang, Faisalabad, and Sargodha. In these trainings, staff conducted gender
analysis of Kashf’s products and organizational policies. These recommendations have been forwarded to the
relevant departments.

Leadership and five-promise package:

Leadership training program designed to empower center mangers and Five Promises Program designed to
promote gender equality, education and health awareness amongst clients and their husbands.

Both program targets Kashf clients, for effective implementation of this program at field, it was crucial to build
capacity of staff according to requirement. With this aim training of trainers organized by GESA, in this quarter 6
TOTSs on Leadership Training package and five promises were conducted. In these TOTs, 160 BMs were trained
and they will further train their Loan Officers to implement these packages at center meetings. Furthermore, after
launching the Five Promises Package at the field, both programs were appreciated by field teams. Furthermore,
GESA received extremely positive feedback, especially about gender oath.

Theatre Program:
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Awareness rising through theatre on gender and other societal issues amongst clients is the foremost task of GESA.
In the last quarter, 68 performances in remote areas of Kashf were organized by GESA. A total of 11 districts
covered with an outreach of 19,487 clients. In these performances, clients’ families and their male relatives also
participated and acknowledged Kashf’s efforts to promote this social service.

Image Building Campaign

Image Building Campaign was initiated by research and business development department with the collaboration of
GESA. GESA developed a Kashf-centered Punjabi stage play that highlights the positive contribution of our
organization in the lives of our clients. GESA held four theater performances in Kasur with a total outreach of
1245 clients. These performances were appreciated by the clients and Kashf Area team.

Health Awareness sessions:

GESA collaborated with other service providers to generate health awareness and to educate our clients on
preventive measures of vital diseases such as HIV/AIDS and Hepatitis so that we can ensure that Kashf clients live
a healthy and prosperous life.

In this quarter with the collaboration of the Church World Service, four (4) health sessions were organized in Areas
2 and 3. In these sessions, both males and females clients were invited total and 750 clients attended these sessions
who reported that these sessions are really useful for them. GESA will continue to take such initiatives in the best
interest of our organization and its clients.
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ANNEXURE

Indicators

Target for Apr

T June 6 0 8

Actual for
quarter
ended June

OR:]

Actual for
quarter
ended March

OR:]

Institutional characteristic:
Outreach indicators:
1 Number of branches 170 165 154
2 Number of active clients 348,592 318,501 312,439
3 Number of active clients per branch 2,051 1,930 2,029
Portfolio and credit quality
4 Total loan outstanding (gross) (in Millions) 3,910 3,051 3,025
Portfolio at risk ratio (PAR) 2% 2% 1.30%
Overdue loans (In million) 0 18.75 10.59
Sustainability/ Profitability ratios:
Return on equity (ROE) 20% 24% 33%
Operating self sufficiency (OSS) 134% 143% 160%
9 Financial self sufficiency (F'SS) 103% 103% 130%
Asset / Liability management ratios:
10 | Yield on gross portfolio 36% 33% 38%
11 | Financial Cost Ratio 9% 12% 12%
12 | Average Cost of debt 12% 11% 15%
Efficiency and productivity ratios:
13 | Administrative Efficiency 17% 15% 16%
14 | Operating expense ratio 26% 28% 27%
15 | Personnel expense / Loan portfolio 7% 10% 10.4%
16 | Staff Turnover 5% 6% 4%
17 | Exit Rate-client 3% 3% 3%
18 | Portfolio per loan officer (in million) 4 4 4
Financing structure:
19 | Debt/equity ratio 2.0x 1.9x 1 9
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