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Overall Growth

Kashf Foundation has continued on a low growth trajectory for its portfolio in the second quarter
of 2009. The low growth has been a result of (i) stringent screening processes in the new
disbursement policy, (ii) staff uptake on the new methodology of disbursements, and (iii) continued

prudence in lending in an attempt to mitigate risk in the current environment for MFIs.

In the current quarter, the learning team along with the Operations Department has formulated a
new strategy for training staff on the new processes. New modules and tool-kits have been designed
for staff to help ease the transition from pre-2009 disbursement processes and loan criteria to the

new methodology.

The number of active clients decreased to 288,079 in June 2009, from 299, 979" in March 2009. This
decrease is due to higher number of loans completed when compared to new disbursements.

Consequently, the exit rate has also increased in this quarter compared to last quarter.

General Loan and Emergency Loan Outreach

Jan-Mar c h Apr-J une

Active GL Clients
(Cumulative) 299,979 288,079
Number of GL Loans
(Cumulative) 984,844 987,245
Number of EL Loans
(Cumulative) 641442

’ 644,722

! Figure may differ from Quarterly Report, January to March 2009 due to reconciliation of data in May.
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In this quarter, 2,402 General Loans and 3,189 Emergency Loans were disbursed. As mentioned
earlier, very few new disbursements were made in the quarter due to changes in the disbursement
strategy and process introduced in the previous quarter. Additionally, historical operational trends

also show that growth in terms of disbursement increases in the third and fourth quarter.

Outreach
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Financial Sustainability

Overall petformance’

In the current quarter, Kashf has continued with _
its strategy to maintain high levels of liquidity.

' ' Cash to Total 170 240

Consequently, a higher proportion of funds were Assets% 7% /o
invested in short-term investments (85 percent Short Term

Investments & 349 629V
of the total investment pool) to increase Cash to Total ’ o

ssets (%
efficiency through higher yield. At the quarter 2 (%)
] o Cash to Current
end total investment portfolio increased to Rs. Liabilities 3.6x 2.8x
2.06 billion [compared with March where it was Return on 15.43% 13.35%
Investments

Rs. 1.29 billion].

The sources of finance for the second quarter remained the same as quarter 1; and on lending funds
were met through PPAF funds. The average Cost of Funds (COF) for the current quarter is 11.95%
(compared to 12.62% in March). This decrease is due to the decrease in KIBOR, additionally, some

commercial debt has been partially repaid in this quarter.

There has been a decrease in income from

Income from

; Financial Jan’09-Mar’09 Apr’09-June’09
Service Charge due to the current repayment Semer (n Re) (In Ro)
issue. However, income from investments | g ice Charge
_ . 86,913,211 37,798,285 30%
has increased by Rs. 17 million and has Investments
. ] ) ) 71,794,993 88,260,084 69%
exhibited an improving trend during the
Other Income 818,564 558,110
quarter. The income from insurance 1%
; ; ; H Total Income
premium (which is a major part of Other 159,019,675 126,616,479

2 Figures in this for Quarter 1 are audited figures, which may vary from the unaudited figures provided in the
previous quarterly report.
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Income) decreased in this quarter due to a low number of loans disbursed.

Efficiency Ratios

There has been an increase of
0.29% in administrative cost, which
shows t hat t
administrative efficiency  has
declined over this quarter. The
reason for declining administrative
efficiency is because of incremental
costs on static portfolio and break

in further growth.

ficiency.Rati Ay A c Mar’09 June *09
hEd cRatps panygds
Administrative Efficiency 15.58% 15.87%
Operating Efficiency 31.53% 44%
Operational-Self Sufficiency
(0SS) 63% 40%
Financial Self Sufficiency
(FSS) 52% 35%

The operating expense ratio has gone up to 44% in the current quarter (compared to 31.53% in

March 09). The major reason for increase in operational costs is because loan loss reserve has been

kept over 50% of outstanding portfolio to meet any contingencies.

For the current quarter, the OSS was 40% (compared to 63% in March 2009) and FSS was 35%

(compared to 52% in March 2009). The decrease in both indicators can be associated with the

decrease in the income from service charge which has fallen due to the recovery crisis and increased

loan loss provision.
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Life Insurance

The table below shows the number of life insurance clients during the first two quarters of 2009. Life

Insurance follows disbursement trends, and has consequently shown a decrease compared to the previous

quarter.

Li
oo | 6684 3,256 9,940
Premium overe
Received
Amount
(In Rs.) 1,137,070 527,240 | 1,664,310
Cumulative Lives 656,930 660,186 660,186
Insured
Claims No. of
Received Claims 355 17 472

The total number of lives insured cumulatively in the GL program is 656,930. The total number of
claims for the quarter was 117 totaling to a payout of Rs. 1.8 Million. The premium collected

decreased by 46% since there were very few disbursements in the quarter.
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Human Resources

HR Trend Analysis

HR Trend Analysis for April - June 2009

Apr - June 2009

Total Permanent Staff 1,524
Total HO Staff 122
Total Field Staff 1,402
Gender Male Female
Ratio 62% 38%
Number 940 584
Total Staff (Trai+Perm) 1532
Total Staff (HO) 122
Total Staff(Field) 1410
Gender (Trai+Perm) Male Female
Ratio 62% 38%
Number 946 586
Turnover (Quarterly) Voluntary | Involuntary
Number 65 113
Overall Turnover 14%
Number 178

1 The female gender ratio at the organizational level cutrently stands at 38% which is a

further reduction from last quarter.

1 The overall turnover rate is 14% for the current quarter, though the increase is not

alarming as voluntary turnover is lower than usual for this time of the year.
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Trainings: Internal and External

Activity # of Trainings Part?tc;);ants
18
Kashf Staff Jalsa 2 1000
Human Engineering (IS) Training by Saghir 1 7

Ahmad (External Trainer)
Total 5 1040

1 A total of 2 in-house/field trainings were conducted covering around 18 staff in April-June

20009.

T Saghir Ahmad conducted a training session on human engineering for Head Office staff.

HR Initiatives
1 Staff Jalsasere organized for all Kashf staff in Lahotre, Multan and Karachi. The aim of

these Jalsa®as to increase team motivation. The staff in these Jalsas was addressed by the
Managing Director, the Head of Operations, and the Human Resources Manager. The Jalsas

also provided an opportunity to field staff to meet with the Management Team.

1 The Human Resources department conducted a detailed analysis of staff at each tier. This

will enable HR team in resource allocation and building resource pool.

1 The field staff Incentive policy was reviewed and HR is currently working on optimizing

the Incentives Policy.
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1 A mapping exercise for field staff headcount in comparison with their workload was
conducted. Based on the report of this exercise, excess staff was released to improve the

overall efficiency.

1 Monthly newsletters were published and circulated to all staff

1 Training modules based on the new operational policies were developed by the learning

team with implementation plans for the third quarter.
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Research and Business Development

The Research and Business Development department has continued to play a supporting role to

the Operations Department during this quarter.
PILDAT Seminar

Briefing sessions on Microfinance were organized by the Research and Business Development
Department in Lahore and Islamabad on April 20, 2009 and April 21, 2009 respectively. The
session in Lahore was for MPAs, Media, Government Officials and Intellectuals and was held at
Hotel PC Lahore. The session in Islamabad was primarily for the Parliamentarians and was held at

Hotel Marriott, Islamabad.

The objective of the briefing sessions was to enhance the level of awareness of audience regarding
the Microfinance. In the sessions detailed presentations were given by Mr. Rashid Bajwa, Chairman
Pakistan Microfinance Network; Ms. Roshaneh Zafar, President Kashf Foundation / Kashf
Microfinance Bank, Dr. Attiya Inayatullah, Member of the National Assembly and Mr. Sanjay

Sinha, Managing Director, Micro Credit Ratings International Limited & India.

Members of the National Assembly and Senate appreciated the effort of Microfinance Institutions
in providing honorable living means to the poor of the country through financial and non-financial

interventions.

Ravi Rayon Special Assignment

The Research and Business Development team has been involved in piloting a branch turnaround
strategy in the Ravi Rayon Branch. The major focus of the new strategy, as recommended by
Professor Sukor Kasim (external consultant from Grameen Foundation), has been an increased

emphasis on centre recovery, and emphasizing on the key transformation indicators (KTTs). Under
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this pilot, the research team has also been conducting research to help formulate a more holistic
expansion strategy for the branch. The research team has been undertaking three research projects,
namely (i) recording the <clients@ssmentdor thd t ude
prospects of disbursing a ramp loan, and (iii) mapping the realms of political, caste, and ethnic

power in the area.

The findings of these research projects are being compiled, and will be used to shape the

turnaround plan for Ravi Rayon Branch.

Rescheduling Focus Groups

The Research and Business Development Department devised and conducted a research project to
asses client reactions to the Rescheduling Option made available to Overdue Clients by Kashf
Foundation. The research targeted around 100 clients in 5 different areas, and aimed to test the

recall value of the Rescheduling Option, its attractive features, and possible deal breakers.

The findings of the research are being compiled, and will be used to improve the Rescheduling

Option in the next quarter.

Gender Empowerment and Social Advocacy (GESA)
In the second quarter of 2009, GESA team tested out innovative and new ideas for the provision of
non financial services. Consequently, GESA was able to strengthen the relationship Kashf has with

clients and other stakeholdets.

Image Building Performances
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Theater

In this quarter, GESA developed a street theatre progtamtoS U p pl e me nt K arsgtiat
theatre program. The street theatre concept was piloted in Mustafabad however, since street theatre
is a novel concept, clients reactions to the street performances were not as positive as to the regular

theatre program, consequently the formal theatre program is being continued.

Kashf image building exercises were carried out in different districts of Punjab including Sargodha,
Jhang, Gujrat, Lahore, Faisalabad, Sialkot and Gujranwala. GESA conducted 36 theater

performances with an outreach of 6700 clients.
Video Sessions

In these sessions, TV interviews of the Managing Director Kashf Foundation, Kashf TV
Commercials, were shown on the multimedia projector. These sessions were very successful, as they
created a positive image of the organization in the clients. The success of these sessions can be
gauged by the number of requests GESA is receiving from Branch Managers to run these sessions in

their branches.

Media Networking

GESA designed a Public Relation and Media strategy for Kashf Foundation. Under this initiative, a
number of activities were conducted. In the Karachi region, GESA helped conduct naat
competitions, loan disbursement events and theatre sessions. In these events MNAs, MPAs, Town
Nazims and media were invited, as chief guests. These events got extensive media attention, and

helped promote a strong image for Kashf Foundation.

GESA also conducted press conferences in different districts of Punjab and Karachi.
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Indus TV Seties

In this quarter, GESA helped coordinate a TV show series on female entrepreneurship named
Tabeer with Indus TV. The show was hosted by the Managing Director of Kashf Foundation, and
highlighted different aspects of female entrepreneurship. These programs are telecasted every

Saturday on Indus News at 7:00 PM.

Health Project for Clients

GESA conducted meetings with healthcare organizations such as the Family Planning Association
of Pakistan, Punjab Health Department, and Population Welfare Department to explore options for
collaboration, in this quarter. GESA is currently working on designing a health care program for

Kashf clients.
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