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The ongoing economic cranch amid inflatonary pressure continues o constmint the
disposable income of low income groups; thereby requiring microfinance institutions
to adopt a more prudent approach towards lending. Moreover, the secear floods in the
country affected the microfinance scctor. However, the intensity was mate profound
for players having exposure in rumal segments while institutions operating in
usban/semi-urlan areas weze Lipely able to averr direcr crisis,

Kashf Foundation (KF) had no major flood selated problems and the institution
continued to recover from indigenous crisis that had ocenrred during 2008, Subsequent
to 2008, KF vistually halied all its lenting wetivitics and the focus was limited to the
cxisting portfolio. Duting 1H09, the foundation resumed disbursements bu to the
extent of existing clicats valy. In FY10, KF dishursed Rs. 203b (FY09: Rs. 3.985) and
active loans increased to 392,204 (FY09; 372,992), The recovery ratio also improved
substantially to 99% during 2H10 as compared to 24% in 1Q10 and 46% in 2Q10.

“The gross advances portfoli stood at Rs. 3135 (FY0%: Rs. 2.96L) with growth largely
manifested in Kashf itbar Karza (KAK), a product for those non-performing clients
willing to tebuild their relations with KF. Loan disbursed includes a component as
setilement of default principal payment while the semaining proporrion is considered as
fresh funding, Given the difficulr recovery prospects of the old portiolio, KF has
witten ofF over dues o the tune of Rs. 611.1m aguinst provisions in FY10 while
Forther wrice offs are anticipated, going forwazd. Conseguendy, gross NPLs decreased
to 59.3% (FY09: 90.9%) with full provisioning of the infected portfolio,

“Lotal botrowings decreased to Rs. 3.22h (FY0%: Rs. 4b) on account of maturity
payments. The funding mix largely comprises revolving facility from Pakistan Povesty
Alleviation Fund (PPAF) while other major lenders include Stndard Chartered
PRISM, Citibank N.A. ~ Opic loan. KF utilized its cash reserves to carryout londing
activities, therehy depicring a decline in liquid assets as a proportion of total
borowings to 272% (FY0% 65.8%). Consequendy, the foundutions’ capacity to
service principal payments from liquid assets dereriorated to 0.32x (F¥09: 1.23%)

KF posted net peofit of Rs. 106.1m in FY10 against a loss of Rs. 2.06b in the preceding
year. However, profitability was largely supported by grant income with operational self
sufficiency, though improviag, of 80.2% (FY09: 29.8%). Tn HY11, there is a loss of Rs.
14,6m with na prant recopnized duting the perod. Given its size, the foundation would
have to build a sizable peeforming postiolio (o susiain its operational cost, Toral core
equity sroed at negative Rs. 186.2m (FY09: negative Rs. 290.5m). The foundation took
the impact of fevaluation surplus on fixed asset to the tune of Rs. 89.9m in FY10. A
grant of Rs. 680m has been approved which is to be teceived in equal half yearly
payments over a period of five years while its first tranche for two quarters has been
zeceived. KF has sought approval of another aperational geant amounting to Rs. 350m
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From an i 1 funding agency. While this grant has been approved at Pakistan
level, zelease of funds is subject to final approval ar the BoD meeting. Going farward,
fand mabilization will remain critical for growth.

Overview of the Institution

Kashf Foundation was set up in 1996 as a micro-finance organization. In 2007,
the organization changed irs legal status to a non profic limited puarantee
company. Associated concerns include & non profit organization — Kashf
Toldings and a micro-finance bank — Kashf Microfinance Bank Limited. The
foundation currently operates with a network of 147 'H’OD: 153} branches. It
pritmarly caters o women, offering group loan product: V]
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