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The big news this past year was the prominence of civil society leaders and organi-
zations in global events. Returns on capacity building are coming in—from surging
demands for democratic reforms in countries from the Caucasus to the Arabian
Peninsula, to the rolling up of shirt sleeves in response to shattering natural 
disasters, to the calls of women saying no to isolation and household poverty. 

At the heart of these demands, which cross all sectors, is the urgent need to link
capacity building with economic opportunity. Pact's commitment to this runs deep.
In 2004 we celebrated the expansion of WORTH—our groundbreaking women's
empowerment, enterprise building, and community microfinance program—to
seven new countries in Africa and one in Asia and opened a new WORTH gender
center in Nairobi. Several of the projects link to HIV/AIDS strategies funded under
the President's Emergency Plan. Pact also has successful economic empowerment
programs in fragile states, such as the Democratic Republic of Congo, where we are
helping 40 villages in Katanga Province incubate microenterprises and assisting laid-
off mine workers to start viable new businesses. In southern Sudan the sharing of
pastures and water resources and the expansion of peace markets is contributing to
increased wealth. 

Pact's pioneering vision for leveraging human capital is the Impact Alliance—a 
global network of capacity building practitioners. The Impact Alliance, spearheaded
by Pact, is gaining momentum through connecting hundreds of leaders globally 
and mobilizing organizational capacity for breakthrough program performance. 
The Impact Alliance is positioned to become the premiere platform for bridging 
the capacity gap in tackling poverty. 

Pact's grants management portfolio drove our financial growth in 2004. The portfo-
lio is anchored by two global grant-making programs: Community REACH, Pact's
rapid response mechanism for HIV/AIDS, and the Global Civil Society Strengthening
Program. Community REACH is starting new programs in Vietnam, Botswana,
Lesotho and Swaziland. The civil society program is supporting work on anti-
corruption, municipal government reform, and civic education in key areas, 
including the Middle East, Russia and South Asia.

To manage the challenges of growth, Pact this year regionalized its management
structure, creating hubs in Africa, Asia and Latin America. This allows us to
move decision-making closer to the grassroots and to build on the
synergies that come from direct relationships among our field
leaders and stakeholders. As the number of programs and
countries in which we work expands, we continue in our
resolve to be good stewards of the resources we manage.
We are establishing a Pact-wide monitoring and evaluation
system with indicators that track with the U.N. Millennium
Development Goals. In addition, we are among the first to
complete InterAction's Self-Certification Plus process,
demonstrating our commitment to being a fully transparent
and accountable international development organization.

As we look to the future we see the need for courageous citizen
actions at the grassroots level to link to national policies and to
global social movements. We dedicate ourselves anew to expanding
and deepening the space for civil society, strengthening leadership and
organizational capacity, and finding ways to be ever more effective in
our mission of building strong communities.

Sincerely,

Sarah Newhall, President & CEO        Ruth Schachter Morgenthau, Chair 
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AUDIT FOR THE YEAR ENDING SEPTEMBER 30, 2004, 
PROVIDED BY GELMAN, ROSENBERG & FREEDMAN, CPAS.

Support and Revenue      2004              2003

Support:
Contracts $37,109,728 $27,741,614
Contributions $52,478       $20,893

TOTAL SUPPORT $37,162,206 $27,762,507
Revenue:

Investment income $664,845 $556,993
Group Insurance Program

administration $335,949 $273,670
Other revenue $516,429 $627,852

TOTAL REVENUE $1,517,223 $1,458,515

TOTAL SUPPORT AND REVENUE $38,679,429 $29,221,022

Expenses  2004             2003

Program services:
Externally funded programs $34,118,982 $25,417,564
Group Insurance Program $264,126 $147,115

TOTAL PROGRAM SERVICES $34,383,108 $25,564,679
Supporting services:

Management and general  $3,792,194 $2,900,200
Unrestricted general          $259,033 $389,661

TOTAL SUPPORTING SERVICES $4,051,227 $3,289,861

TOTAL EXPENSES $38,434,335 $28,854,540

CHANGE IN NET ASSETS $245,094      $366,482
NET ASSETS BEGINNING OF YEAR $3,346,573 $2,980,091
NET ASSETS END OF YEAR $3,591,667 $3,346,573

Assets 2004              2003

Cash and cash equivalents $4,256,613 $1,649,954
Investments $3,656,950 $3,103,091
Federal grants receivable $46,979,080 $49,102,566
Grants receivable $3,637,355 $865,556
Advances and other receivables   $5,862,345   $5,543,916
Other assets $325,426 $261,666
Net furniture and equipment $17,441   $13,771

TOTAL ASSETS $64,735,210 $60,540,460

Liabilities and Net Assets 2004              2003

Liabilities:
Accounts payable and accruals $1,807,124 $1,368,164
Refundable advances $59,336,419 $55,825,723

TOTAL LIABILITIES $61,336,419 $57,193,887

Net Assets:
Unrestricted $3,591,667 $3,346,573

TOTAL LIABILITIES AND NET ASSETS $64,735,210 $60,540,460

WE FORM ENDURING RELATIONSHIPS WITH ORGANIZATIONS BUILT
ON RESPECT AND SHARED VALUES.

The quality of Pact's programs is rooted in our partnerships with local, regional and
global organizations and networks. These relationships guide our strategies, strengthen
our approaches, and expand our capacity to respond to complex problems.

WE CREATE INNOVATIVE DEVELOPMENT MODELS THAT CAN BE
SCALED UP FOR GREATER IMPACT.
Pact commits significant resources to developing new program models that leverage
best practices. These models include the Impact Alliance, a bold new global capacity
building network, and WORTH, a women's empowerment, literacy and savings-led
community-banking program now in seven countries in Africa and two in Asia.

WE IMPLEMENT COMPLEX FIELD-BASED DEVELOPMENT 
PROGRAMS.
Pact manages large, multiyear programs that build the capacity of NGOs in six critical
development sectors: HIV/AIDS, democracy and governance, microfinance and liveli-
hoods, peace building, natural resource management, and equity and empowerment 
of vulnerable groups. Program design includes technical assistance, training, small
grants administration, and mentoring.  

WE MANAGE LARGE GRANT PROGRAMS FOR DONORS.
Pact helps donors channel funds to local organizations demonstrating results without
sacrificing accountability. Our comprehensive and cost-effective approach takes into
account the overall capacity of the organization and provides targeted technical 
assistance where indicated. Risk assessment informs the process at every step. 

WE OFFER CONSULTING SERVICES TO ORGANIZATIONS AND 
NETWORKS SEEKING TO STRENGTHEN THEIR CAPACITY.
Pact guides organizations through strategic planning, helps them prepare for and 
manage change, tailors capacity building programs to ensure results, and enables
knowledge sharing and continuous peer learning.

WE PERFORM CRITICAL SUPPORT FUNCTIONS FOR ORGANIZATIONS
IN HEALTH PLAN ADMINISTRATION AND ONLINE SERVICES.
Pact offers organizations administration of employee health benefit 
plans and an internet infrastructure to host and manage secure 
online communities.

HIV/AIDS

Pact's global HIV/AIDS rapid response mechanism,
Community REACH, is managing US$8 million in 
grants to 45 international and local organizations on
the frontlines of community-led responses to HIV/AIDS
in 21 countries, This year country-level activities
expanded to Vietnam, South Africa, Tanzania, Lesotho 
and Swaziland. 

In South Africa Pact now plays a major role in the
country's HIV/AIDS strategy. Through a large subgrants
program Pact awarded over US$7.4 million to inter-
national and local NGOs, who established community-
based services for some 24,000 orphans, provided 
palliative care to 36,500 people living with HIV/AIDS,
and reached over 200,000 with prevention messages. 

In Brazil grants totaling US$3.5 million to 24 local
organizations have enabled vulnerable groups for the
first time to access psychological and legal counseling
and to purchase low-cost condoms through street 
vendors and other nontraditional outlets. Prevention
messages are targeted to reach more than 
670,000 people. 

In Zimbabwe rural mission hospitals supported by Pact
provided voluntary and testing services to over 3,000
youth and offered basic nursing care through home-
based care to more than 18,000 people living with AIDS.

In Myanmar over 300 rural communities are designing
and leading HIV/AIDS campaigns to deliver prevention
messages to migrants and other vulnerable groups.
Peers, trained as advocates and vendors, are teaching
safe sex and condom use. 

DEMOCRACY AND GOVERNANCE 

Pact's management of a large global civil society
grant program garnered US$15 million in new

funding to continue strengthening civil societies 
in 24 countries.

In Mongolia the Pact-supported "Legal Hour" TV series
introduced viewers to the newly ratified national crimi-
nal code. The show, which included practical tips on
how to monitor court compliance, was rated the most
watched program on Mongol TV. 

In Zambia Pact and the National Assembly opened
eleven constituency offices for Members of Parliament
(MPs)—a first for Zambia. The offices have proven
invaluable in linking MPs with their constituents and
serving as focal points for community development
activities. The National Assembly has since approved
offices for all 150 MPs. 

In Zimbabwe the government allocated Z$4 billion to
assist people living with disabilities after an association
of disability groups waged a successful lobbying cam-
paign to improve services. 

In Tanzania NGOs carried out major advocacy cam-
paigns on issues ranging from children's rights, eradi-
cating female genital mutilation, and repeal of the
Spinsters Act, to wildlife management and land rights. 

LIVELIHOODS

In Mongolia herders are learning new breeding tech-
niques, effective negotiation and marketing strategies,
and diversified business management skills from Rural
Business News media products, which now reach over
300,000 readers, listeners and viewers nationwide. 

In Katanga Province of the Democratic Republic of
Congo, Pact employs multiple strategies to increase
livelihoods. Forty villages now receive timely market
information and are able to take their produce to 
market over 65 kilometers of new roads. Over 4,000
women have begun reading and saving together in
160 WORTH groups. And some 600 laid-off mine
workers are using their formal sector work experience
to start viable farms, as well as agroprocessing and
other business ventures. 
In Myanmar over 67,000 villagers in the Dry Zone took 

In Myanmar over 67,000 villagers in the Dry Zone took
out small loans valued at US$1.3 million in 2004 
to start or expand businesses and increase family
income. Nighty-eight (98) percent of the participants
are women. 

In Ecuador 15 indigenous technical leaders completed
the classroom portion of Pact's rural business 
diploma program. The University of Aconcagua of
Chile will grant diplomas to individuals who 
successfully complete a business design and plan. 

PEACE BUILDING 

In southern Sudan grassroots communities are 
becoming principal actors in addressing issues critical
to securing long-term peace. Working with govern-
ments, traditional leadership, and over 100 civil society
organizations, Pact has facilitated more than 45 peace
conferences, dialogues, and peace-building initiatives.
These include cross-border and cross-line activities that
have increased stability and enhanced conditions to
enable former refugees and internally displaced per-
sons to return home. In addition more than 40 bore-
holes for potable water have been drilled and early
conflict warning systems put in place. 

NATURAL RESOURCE MANAGEMENT

In Madagascar Pact supported design of a regional
development framework for the Anosy region involv-
ing civil society leaders and regional planners, which is
now viewed by the national government as a model
for other regions. An early result of the plan was 
creation of a large tree nursery, which is cultivating
120,000 seedlings to reforest annually a 100-hectare
area in the region. 

In Kenya Pact is helping community-based organiza-
tions manage over 187,000 acres of terrestrial and
marine ecosystems. Communities are actively working
to allocate land parcels for various uses, including 
biodiversity preservation, soil and water conservation,
wood lots, and cultivation of improved fruit tree 
varieties to diversify their businesses.

EQUITY AND EMPOWERMENT OF 
VULNERABLE GROUPS

Pact manages a large African regional grants program
to increase orthopedic and rehabilitation services for
persons with disabilities, including those disabled by
war, to improve policies affecting the disabled, and to
strengthen institutional capacity to deliver quality 
services in Ethiopia, Sierra Leone, Democratic Republic
of Congo, southern Sudan, Kenya, and Tanzania.

In Ethiopia Pact trained 180 teachers and institutional
heads from formal and nonformal schools, and the
Ministry of Education, on the special education needs
of children with disabilities. Over 200 children with
disabilities enrolled in school in 2004, following a 
public education campaign.

In the Democratic Republic of Congo Pact is assisting
625 families in Lubumbashi's poorest neighborhoods
who are at risk of abandoning a child. Village elders,
recruited as peer counselors, have reunited many
divorced and separated couples and not a single 
child has been abandoned since support began.

Pact's 15 field offices, in combination with our HQ-directed global programs, oversee activities in 60 countries in
Asia, Africa, Latin America, Eastern Europe, and the Middle East. These activities, which include 550 subgrants, as
well as capacity building and technical assistance, have strengthened hundreds of local organizations and net-
works. Some of their many achievements are described below.

“Capacity building is the scaffolding for good

governance and human development. When

the structure is sound civil societies and

governments can work together for

mutual benefit.”

PUBLIC
Canadian International Development Agency (CIDA)
Department for International Development (DfID)

(UK)
Embassy of Finland/Ethiopia
Embassy of Great Britain/Cambodia
Embassy of Ireland/Zambia
Embassy of Sweden/Zambia
GTZ (German)
International Labour Organization (ILO) 
Japan International Cooperation Agency (JICA) 
Royal Danish Embassy/Zambia
Swedish International Development Cooperation

Agency (Sida)
United Nations Children's Fund (UNICEF)
United Nations Development Programme (UNDP)
United Nations Office for Project Services (UNOPS) 
U.S. Agency for International Development (USAID)
U.S. Department of State

NONPUBLIC
Academy for Educational Development
ADRA Cambodia
American Refugee Committee 
CARE Nepal
Catholic Relief Services
Chemonics  
Comfrel/Nicfec (Cambodia)
Community Legal Education Center (Cambodia)
CONCERN (Ireland)
Coopération Internationale pour le Développement

et la Solidarité (CIDSE) (Belgium)
DanChurchAid (Denmark)
David and Lucile Packard Foundation
Development and Peace (Canada) 

Diakonia (Sweden)
Forum Syd (Sweden)
Health and Life Sciences Partnership (Cambodia)
Human Sciences Research Council (UK)
Interchurch Organization for Development 

Co-operation (ICCO) (Netherlands)
International HIV/AIDS Alliance (UK)
John Snow Inc
Mercy Corps
National Assembly of Zambia
Oxfam GB
Oxford Policy Management (UK)
Partnership for Local Governance (Cambodia)
Pfizer Foundation
Stromme Foundation (Norway)
Unocal Foundation
VBNK (Cambodia)
Wathanakpheamp (Cambodia)
World Vision UK

IMPACT ALLIANCE PARTNERS
American Red Cross International Services
Community Development Consultancies 

(CADECO)
Centro de Información y Recursos para el 

Desarrollo (CIRD) (Paraguay)
Colombian Confederation of NGOs (CCONG)
Institute for Democracy in South Africa 

(IDASA)
Pact Peru 
Pan African Organization for Sustainable

Development (POSDEV)
Nur University (Bolivia)
SNV Netherlands Development Organisation 
Southern Africa NGO Network (SANGONet)

Pact's mission is to help build strong communities globally that provide people with

an opportunity to earn a dignified living, raise healthy families, and participate in

democratic life. Pact achieves this by strengthening the capacity of grassroots organi-

zations, coalitions and networks, and by forging linkages among the government,

business and citizen sectors to achieve social, economic and environmental justice. 
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