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2012 2011 2010 2009 2008 2007

Outreach - Numbers (Cumulative)

Partner Organizations 116           100           87             77            74            70            

Districts 129           128           127           124          117          111          

Loans ('000) 5,167        5,000        3,600        3,000       2,300       1,513       

Water & Infrastructure Projects 26,933      25,500      21,000      18,500     17,000     14,900     

Disbursements - Rs. in million

Total disbursements 19,792      15,733      13,846      13,066     16,697     15,806     

Microcredit/enterprise development loans 13,149      10,952      9,048        6,949       9,075       6,228       

Grants - Core Operations 5,162        4,215        4,350        2,134       1,951       1,654       

Grants - Project, Relief & Reconstruction Operations 1,481        566           448           3,983       5,671       7,924       

Balance Sheet - Rs. in million

Total assets 27,091      24,565      23,629      18,509     18,923     18,702     

Micro credit/enterprise development loans receivable 12,552      11,098      10,572      9,141       7,982       5,642       

Long term investments 994           1,151        1,000        1,000       1,000       1,000       

investments-specific to projects 1,845        1,445        600           530          1,050       1,050       

Investments- specific to grant fund 3,804        2,572        1,763        -           -           -           

investments - others 4,565        4,868        4,058        5,225       5,442       6,712       

Equity and reserves 8,905        7,530        6,114        4,785       3,755       2,817       

Long term loans 13,575      13,761      12,246      11,031     10,770     10,777     

Deffered benefit of below market rate of interest on loans 1,780        -            -            -           -           -           

Operational Results - Rs. in million

Total income 2,794        2,485        2,070        1,669       1,314       1,255       

General and admin expenses 435           349           358           274          218          161          

Surplus before provisions for loan loss 1,598        1,444        1,404        1,266       947          965          

Surplus after provisions for loan loss 1,375        1,416        1,329        1,030       802          914          

Financial Ratios - Percentage

Surplus after provision for loan loss / total income 49% 57% 64% 62% 61% 73%

Return on equity 15% 19% 22% 22% 21% 32%

Return on assets 5% 6% 6% 6% 4% 5%

Repayment rate (microcredit & enterprise development loans) 100% 100% 100% 100% 100% 100%

General and admin expenses / total disbursements 2.20% 2.22% 2.59% 2.10% 1.31% 1.02%

General and admin expenses / total income 16% 14% 17% 16% 17% 13%

Debt/equity 67 : 33 65 : 35 67 : 33 70 : 30 74 : 26 78 : 22

Current ratio 8: 1 7: 1 4: 1 6: 1 4: 1 3: 1

PAKISTAN POVERTY ALLEVIATION FUND

FINANCIAL HIGHLIGHTS
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Fig 2: Disbursements

Variance 
JUL-JUN JUL-JUN (%)

2012 2011

Credit & enterprise development        13,149        10,952 +20

Water & infrastructure          1,271          1,449 -12

Health & education             830             866 -4

Capacity building/social mobilization          1,576          1,491 +6

Livelihood enhancement          1,485             414 +259

Project & relief activities          1,481             566 +162

Total        19,792        15,738 +26

DESCRIPTION

Rs. Million

and multilateral donor agencies, private and corporate sector institutions, grass root partner 

organizations and above all the men, women and children in participating communities.  

 

Capitalizing on PPAF’s credible track record of managing disasters and emergency situations on 

a large scale, PPAF proactively responded to widespread destruction caused by August 2011 

floods affecting more than 8 million people in the province of Sindh. The Company adopted a 

comprehensive strategy focused on immediate relief through provision of food, milk, water, 

medicines, shelter and related items for the affectees. PPAF disbursed Rs 206 million from its 

own reserves for early recovery programme to help overcome plight of affected communities. 

The relief operations were carried out in 14 union councils of district Badin of Sindh. PPAF 

successfully completed the relief activities to allow people in affected areas to rebuild their lives 

and livelihoods. 

 

Disbursements and Outputs:  

PPAF continued to maintan a resilient financial position over the past year. PPAF’s operations 

demonstrated impressive performance which was manifest from the strong asset base, improved 

equity and sustained returns.  

The overall disbursements during the year enhanced to Rs 19,792 million as compared to Rs 

15,738 million during FY 2011, an 

upsurge of 26% over the last year. Loan 

disbursements (microcredit and 

enterprise development facilities) 

climbed to Rs 13,149 million as 

compared to Rs 10,952 million in 2011 

indicating a rise of 20% and 

disbursements for grants based 

interventions (water and infrastructure; health and education; capacity building/social 

mobilization; livelihood enhancement and protection) sprung up to Rs. 6,437 million from 

Rs.4,574 million in the last year. In addition, Rs 1,481 million was disbursed for project and 

relief activities as against Rs 566 million in the preceding year [fig. 2].  
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2012 2011

Service charges (profit) on loans 1,213    1,055    

Income on investments/saving accounts 1,268    1,022    

Amortization of deferred income - grant fund 278        390        

Benefit of below market rate of interest on loans 33          -        

Other income 1            18          

Total income 2,793    2,485    

General and administrative expenses 435        349        

Seminar, workshops and trainings 41          25          

Technical and other studies 99          350        

Project and relief activities 472        208        

Loan loss provision 223        28          

Financial charges 148        109        

Total expenditure 1,418     1,069   

Surplus for the year 1,375 1,416 

       (Rs in million)

Financial results are summarized as follows:

benefits increased due to annual increments to existing employees to provide relief against higher 

cost of living and recognition of their work performance; as well as hiring of additional staff for 

managing expansion in core operations and 

new activities under different projects. Travel 

expense increased due to extensive appraisal 

and monitoring visits in view of high 

cumulative disbursements and enhanced 

activities. The increase in 

running/maintenance expenses were on 

account of high POL charges. Seminar, 

workshops and training expenses of Rs 40.92 

million included Rs 15.04 million spent on 

trainings and Rs 25.88 million incurred on 

seminar and workshops. Total expense of Rs 98.83 on technical and other studies included Rs 

41.62 million in respect of poverty scorecard survey. Project and relief activities, financed from 

PPAF own resources, included Rs 202.83 million on relief activities in flood affected areas and 

Rs 269.28 million for PPAF II project.  

The general loan loss provided at 5% of the gross outstanding balances of loans to partner 

organizations. In addition, specific provision for loan losses was also made against loans which 

were considered doubtful. The financial charges include commitment and service charges on 

long term loan and bank charges.  

 

Financing Agreements signed with the Government of Pakistan (GoP) required repayment of 

loan amounts alongwith service and commitments charges from PPAF on the stipulated rates 

each year. PPAF profoundly repaid its obligations to GoP. During the year, 288.613 million (FY 

2011 : 109.62 million) was repaid on account of principal amount of loan and Rs 149.428 million 

(FY 2011 : Rs 111.050 million) as service/commitment charges to the GoP. 

 

Over the years PPAF strived to attain operational and financial sustainability to provide support 

to activities vital in alleviating poverty. In this direction, PPAF strengthened its microcredit 

function through further engagement of its reflows coming in the form of repayments from its 
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partner organizations. During the year, out of total credit disbursements of Rs 13,149 million, an 

amount of Rs 11,919 million (91%) was disbursed from PPAF reflows/own resources.  

 

Considering the increasing need for sustainable grant based operations in the absence of external 

financing, the Board of Directors has approved the creation of a reserve for grant operations. The 

principal amount of the reserve is held in investments and interest earned thereon is used for 

grant based health, education, infrastructure, emergency and any other activity that falls within 

the overall strategic purview of PPAF objectives. As at June 30, 2012 the reserve stood at Rs 

3,804 million as against Rs 2,572 million as at June 30, 2011.  

 

Total equity and reserves significantly increased to Rs 8,905 million as at June 30, 2012 as 

against Rs 7,530 million as at June 30, 2011. Total assets of the Company reached Rs. 27,091 

million on June 30, 2012 against Rs 24,565 million as at June 30, 2011. Total receivables 

(loan/service charges) from partner organizations rose to Rs 13,434 million on June 30, 2012 as 

against Rs 11,755 million as at June 30, 2011. PPAF continued to maintain almost 100% 

recovery rate in respect of its lending operations. The debt equity ratio during the current 

financial year stood at 63:37 as against 65:35 (year 2011).  

 

Sectoral and Programme Overview: 

PPAF has been driven by inspiration and dedication to improving people’s lives in the country.  

It personifies the spirit of being capable of addressing the multi-dimensional issues of poverty 

with a view to achieving social and economic change. PPAF serves its target community by 

following an integrated approach through various interventions focused on strengthening social 

mobilization, micro-credit, infrastructure, health, education, livelihood enhancement and skills 

development.  

 

The social mobilization framework of PPAF is based on the strong belief that poor communities 

possess a profound latent capacity to lead the process of development at the grassroots as agents 

of change. As a necessary precondition for transferring financial and non- financial assistance to 

communities, social mobilization fundamentally focuses on transforming attitudes and ensuring 

effective collective action for the common good of the poor. Community mobilization lies at the 
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heart of all PPAF development initiatives. The community organization provides the poor with 

an effective platform to voice demands, pool savings, plan investments and manage development 

projects, while enabling them to take those crucial first steps on the long road to empowerment. 

On the wider economic landscape, the increasing number of organized communities contributes 

to making growth at the same time less sporadic and more broad-based with poor communities 

effectively lobbying to extract maximum benefits from donor agencies, political representatives 

and government functionaries. 

PPAF remains steadfast in promoting microcredit sector growth through facilitating capital 

access within a carefully strategized institutional framework at the grassroots. As the 

microfinance sector has evolved in Pakistan, and is facing a new array of opportunities and 

challenges, the vision of PPAF is commensurately evolving. It sees the opportunity to spur a 

revitalization of the microfinance sector where the technological innovation, the progressive 

operating environment, and the range of institutions operating in Pakistan is now matched with a 

resurgence in financial penetration and responsible growth of outreach, particularly in untapped 

markets. In order to achieve this vision, PPAF plans to create a transformative, modern, 

specialized, and innovative microfinance apex that would spur a resurgence of high quality 

growth of the microfinance sector and substantially increase financial sector penetration for poor 

households and microenterprises, particularly in underserved areas of Pakistan. PPAF has 

engaged experts to conduct extensive study and recommend options for new institutional design. 

PPAF recently institutionalized a new pricing and grant policy to incentivize the microfinance 

institutions and banks to extend their lending operations to deprived and remote areas.  

 

The water and infrastructure interventions have proven to be one of the most productive 

investments providing high economic returns. These interventions are a central resource facility 

aimed at reducing poverty and safeguarding against vulnerability related to water scarcity and 

disasters, following a community led demand driven approach. The availability of basic 

infrastructure in critical sectors like drinking water, sanitation, irrigation and communications is 

central to a community’s long term prospects of defeating poverty. All PPAF infrastructure 

projects are designed to reach the poorest through an intensive process of community 

mobilization ensuring project sustainability, while simultaneously seeking to reduce the 

possibility of elite capture. PPAF’s interventions in infrastructure development have gradually 
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evolved in consonance with its experience as the largest operating fund for investing targeted 

infrastructure grants in the private sector. While continuing to provision standalone small scale 

infrastructure projects to meet specific community demands, such interventions have 

increasingly been supplanted by a variety of integrated projects that have since gone through 

several stages of refinement and innovation. 

 

One of the critical roles of PPAF is the development and consolidation of human and 

institutional capacities for effective policy interventions at the grassroots. PPAF follows a three 

tier approach focusing respectively on a triple set of stakeholders: participating communities, 

grassroots partner organizations and service providers provisioning professional capacity 

building support at the regional and national level. PPAF has critically enhanced human and 

institutional productivity to optimize resource utilization and economic gains on the national 

stage, while simultaneously facilitating development of a demand responsive institutional 

framework catering to the long term needs of marginalized communities. PPAF’s success in 

fostering skill sets for effective community management and entrepreneurship has been equally 

matched by its contributions in enhancing institutional capacity of partner organizations to 

further consolidate accrued gains at the community level.  

 

The poor and marginalized communities are provided access to quality education and health 

services within the overarching goal of poverty alleviation. In addition to establishing new 

schools and Community Health Centers in areas lacking such services, PPAF also invests 

substantial technical and financial resources in underperforming health and education facilities in 

the public sector. In keeping with PPAF’s overall approach, effective quality control and 

community mobilization are prioritized as necessary components for sustainable interventions in 

the social sector. All PPAF financed schools and health centers are encouraged to adopt a 

stringent monitoring framework ensuring an ongoing system of feedback and reform. While 

PPAF partner organizations lead the monitoring effort, community-based education and health 

committees are empowered to play an oversight role in the management of all schools and health 

centers by identifying bottlenecks and proposing corrective measures. 
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Through its livelihood enhancement and protection programme PPAF seeks to enhance 

productivity of poor individuals and communities through focused interventions aimed at 

developing skill sets and assets for greater income generating opportunities and better 

livelihoods. It encourages saving and internal lending within organized communities, while 

striving to introduce efficient mechanisms for identifying and supporting innovative micro-

enterprises. The objective of this component is to develop the capacity, opportunities, assets and 

productivity of community members to reduce their vulnerability to shocks, improve their 

livelihoods initiatives and strengthen their business operations. Community members are 

supported to build up their savings capacity and proficiency in funds management through 

internal lending while complementing these efforts with grants and technical support to increase 

assets, productivity and incomes.  Mechanisms are also developed and implemented to identify 

and support innovative micro-enterprises and value chain development which results in 

improved livelihoods and facilitates and promotes linkages with private, public sector and civil 

society service providers.  

 

PPAF’s disability program subsumes several focused interventions in support of persons with 

disabilities including awareness raising campaigns, assessment camps, devices distribution 

camps, attendant ship training, enterprise development training, and business incubation. PPAF 

also works with communities suffering from natural calamities and disasters such as earthquakes, 

droughts, cyclones and floods and also responds to special needs of various groups of poor. 

 

PPAF has in place an environmental and social management framework to ensure that all PPAF 

supported interventions take place in a socially inclusive and environmental friendly manner. A 

fully dedicated group of professionals is responsible for regular dissemination of the framework 

among all its partner organizations.  The group is also responsible for ensuring compliance with 

stringent social and environmental safeguards by all partner organizations through regular 

monitoring and periodic environmental and social audits.  Task of the group is facilitated by a 

specifically constituted PPAF Panel on Social and Environmental Management.  

 

PPAF is developing linkages with private and corporate sector with the aim to work jointly for 

establishing social sector partnerships to fighting poverty in the country. By involving business 
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and corporate sectors, PPAF plans to further increase its country wide activities through bilateral 

relationships. This would enable the poor to access, and benefit from wider private sector 

markets and opportunities for value addition. 

 

Key Events/ Initiatives: 

Arranged under the aegis of PPAF, representatives of the National Disaster Management 

Authority, State Bank of Pakistan, Security and Exchange Commission of Pakistan, Pakistan 

Microfinance Network, leading insurance companies and partners organizations at “Strategizing 

for Resilience Against Disasters - A Microfinance Dialogue” evaluated the utility of 

microfinance as a coping mechanism with catastrophes and an instrument for the rehabilitation 

of the affectees in flood-hit areas. This included the use of microcredit, micro-insurance, savings 

and micro-assets for reducing/mitigating negative impacts on livelihoods. 

 

An interactive session on “Branchless Banking and Savings” was organized in which 45 partner 

organizations and representatives of major stakeholders including State Bank of Pakistan, 

Pakistan Microfinance Network, Shore Bank International, a number of Insurance Companies, 

KfW (Development Bank of Germany) participated. The objectives of the workshop were to 

explore opportunities for scaling up Branchless Banking models as they holds tremendous 

promise for reducing microfinance transactions costs, thereby assisting with increasing outreach 

to far-fetched areas.  

 

PPAF has introduced a new product for the microfinance sector, which permits grant of “Equity 

Fund” to the most dynamic partners and microfinance institutions enabling them to access 

commercial financing to realize their growth potential and expansion into rural areas. This 

initiative would provide a much needed boost to expand the outreach of microfinance sector in 

Pakistan. 

 

The graduation ceremony of the third batch interns of the Federally Administered Tribal Areas 

(FATA) internship programme was organized. Sixteen interns enrolled from South Waziristan 

successfully completed an in-house course at PPAF head office. These graduates have now been 

attached with the selected PPAF POs to gain field experience. 
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On the occasion of International Women’s Day (March 8, 2012) PPAF launched Amtul Raqeeb 

Award which pays tribute to the services of courageous women who braved adversity and 

chalked out their own and their communities' destiny. On this occasion women belonging to 

PPAF's communities from various geographical locations of the country were given awards. A 

simple ceremony was organized to launch this chronicle of success captioned 'Women of 

Substance. 

On the occasion of World Water Day 2012, PPAF organized a half day Panel Colloquium on 

March 22, 2012. Leading water sector and disaster management practitioners/specialists were 

invited as panelists/discussants. PPAF offered its services as a secretariat for a potential Water 

Forum initiative. 

 

A ceremony was arranged to mark the 40th World Environment Day on June 5, 2012 on the 

premises of Pakistan Poverty Alleviation Fund (PPAF), with the purpose of inculcating among 

the Team PPAF a true spirit needed not only to protect our environment but also to save and 

improve the same for our next generations. 

 

Treasury Management: 

PPAF invest its resources which are not required immediately for financing its operations. The 

liquid assets are invested based on the guidelines stipulated in the investment policy devised and 

issued through Board approved treasury management strategy. The Company has a separate 

treasury management function with a mandate to maintain and monitor the liquidity and to 

minimize the cash flow risk whereby keeping an eye on cash inflows and outflows on a regular 

basis. The Company manages a portfolio of long term and short term investments, made after 

thorough financial evaluation. The credit risk in short term investments is minimized through 

diversification in investments among top ranking financial institutions. 

 

Business Risks and Challenges: 

In carrying out its development mandate, PPAF seeks to maximize its capacity to assume core 

business risks resulting from its lending and investing operations while at the same time 

minimizing its non-core business risks that are incidental but nevertheless critical to the 
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execution of its mandate. The policies, processes and procedures by which PPAF manages its 

risk profile continually evolve in response to market, credit products and other developments.  

Broadly, we classify risks as follows: 

Strategic Risks 

Strategic risks are those risks associated with operating in a particular industry and are not in the 

company’s control. 

Operational Risks 

These are risks associated with operational and administrative procedures. These include the 

risks relating to workforce turnover, supply chain disruption, IT system shutdowns, or control 

failures. 

Financial Risks 

Financial Risks are divided in the following categories: 
Credit risk: 

Credit risk is the potential financial loss due to default of one or more debtors. Credit risk is the 

largest source of risk for the Company arising from lending to partner organizations and treasury 

operations. PPAF manages the credit risk on loans by defining exposure limits to financing so as 

to maintain an adequately diversified portfolio with partner organizations. In this percept a 

performance based criteria has been adopted for selection of partner organizations. The risk is 

further controlled and managed by regularly monitoring the exposure limits of the partner 

organizations. The credit risk on investments and bank balances is managed through a 

framework of exposure limits based on the counterparty credit rating and size defined in the 

standards set by the Board of Directors.         
Currency risk: 

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in 

foreign exchange rates. It arises mainly where receivables and payables exist due to transactions 

with foreign buyers and suppliers. The Company is not exposed to currency risk as there are no 

foreign currency assets and liabilities. 
Interest / mark-up rate risk: 

The interest/mark-up rate risk describes as the risk borne by the financial instrument due to 

changes in the market interest/mark-up rates. The Company is not exposed to this risk as all its 

interest bearing financial assets and liabilities are at fixed interest/mark-up rates. 
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Liquidity risk: 

Liquidity risk emerges resulting from insufficient funds to meet cash flow in a timely manner. 

PPAF’s principal liquidity risk management objective is to hold sufficient liquid resources to 

enable it to meet all probable cash flow needs for semiannual horizon without additional 

financing from the reserves. PPAF maintains a prudential minimum level of liquidity based on 

the projected net cash requirements. The Company strikes a balance between generating 

adequate investment returns and holding securities that can be easily liquidated for cash if 

required. Moreover, the Company’s financial position strongly supports its balanced approach. 

 

Risk Governance 

The roles and responsibilities of the various participants in our risk management program are 

outlined in our risk governance structure. 
Board of Directors: 

Oversees the risk management process primarily through its committees: 

- The Risk Oversight Committee reviews the effectiveness of overall risk management 

framework including risk policies, strategies, risk tolerance and risk appetite limits.   

- The Audit Committee monitors the Company’s risk management process quarterly, or more 

frequently if required, focusing primarily on financial and regulatory compliance risks. 

- The Compensation Committee focuses on risks in its area of oversight, including assessment 

of compensation programs to ensure they do not escalate corporate risk.  
Internal Audit 

Provides independent and objective evaluations and reports to Management and the Audit 

Committee on the effectiveness of governance, risk management and control processes. 

Internal Control Compliance 

Each department identifies and manages risks pertaining to their respective areas of 

responsibility in addition to ensuring compliance with established internal controls. 

 

Best Corporate Practices: 

PPAF enforced a well-defined corporate governance structure that works for the benefit for all 

the stakeholders by ensuring that the Company adheres to accepted ethical standards and best 

practices as well as to formal law.    
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PPAF ensures best practices of corporate governance by adopting a set of processes, custom and 

policies, to direct and control management activities with good business sense, objectivity, 

accountability and integrity. PPAF believe in openness and transparent reporting to the 

stakeholders to empower them in exercising their lawful rights.  

 

The Management believes in true and fair presentations and circulation of periodic financial and 

non-financial information to governing bodies, donors and other stakeholders of the Company. 

The Company produces separate financial statements for different donors’ projects, duly audited 

by its external auditors in addition to preparing financial statements abreast with statutory 

requirements. 

During the year all periodic financial statements, the annual audited financial statements 

alongwith Directors’ Report as well as quarterly and half yearly and nine monthly un-audited 

financial statements alongwith Management Reviews, were endorsed and circulated to 

stakeholders. These statements were also made available on the Company website. Other non-

financial information to be circulated to governing bodies and other stakeholders were also 

delivered in an accurate and timely manner 

 

Corporate Governance: 

Smearing the maximum legal requirements for good corporate governance obligatory by 

applicable law and regulations, PPAF pursues perfection by encouraging adherence to 

international and local principles of best corporate practices. 

The Company seeks to protect the interest of the stakeholders by adopting sound corporate 

governance practice to help to improve its performance and attract investments while enabling to 

realize its corporate objectives, protect stakeholders’ right and meet legal requirements. The 

Company is committed to ensure business integrity and upholding the confidence of all its 

stakeholders by observing high standards of corporate governance. PPAF has endorsed the code 

of corporate governance of listing regulations to comply with best practices. The Management is 

continuing to comply with the provisions of best practices set out in the Code of Corporate 

Governance, which is reflected in the following specific statements: 
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• The financial statements prepared by the Management, present fairly its state of affairs, the 

result of its operations, cash flows and changes in equity. 

• Proper books of accounts of the Company have been maintained. 

• Appropriate accounting policies have been consistently applied in preparation of the financial 

statements. Accounting estimates are based on reasonable and prudent judgment. 

• International Accounting Standards, as applicable in Pakistan, have been followed in the 

preparation of financial statements and any departure therefrom has been adequately 

disclosed. 

• The system of internal control is sound in design and has been effectively implemented and 

monitored with ongoing efforts to improve it further. 

• The Company’s ability to continue as a going concern is well established. 

• There has been no material departure from the best practices of corporate governance. 

• Key operating and financial data of the last six (6) years in summarized form is annexed. 

 

Board of Directors:  

Composition of the Board 

The prerequisites and configuration of the Board of Directors are defined by the legal and 

regulatory framework parameters for smooth running of operations and promotion of corporate 

culture. The Company has on its Board highly experienced competent and committed personnel 

with vast expertise, integrity and strong sense of responsibility necessary for shielding the 

interest of all stakeholders. The Board comprises of eleven Members including the Chairman and 

the Chief Executive Officer. Of these, three were nominated by the Government; seven elected 

by the General Body; and the Chief Executive Officer appointed by the Board. The Chairman of 

the Board is an independent non-executive director. Except for the CEO, all members of the 

Board are non-executive Directors and serve in an honorary capacity, without compensation.  
 

Role and Responsibilities of the Board 

Corporate Governance is a system of structures and processes for the direction and control of the 

Company. Through this process a balance of duties and responsibilities for the Board are defined 

and segregated, enabling the Company to maintain the right balance of power and accountability 
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while striving to achieve its objective of enhancing stakeholder value. The Board is copiously 

aware of the colossal errands conferred on them for increasing efficiency of the Company and 

safeguarding its assets. A formal schedule of responsibilities has been specifically ordained for 

the Board by virtue of provisions of the Articles of Association of the Company, the Companies 

Ordinance 1984 and other applicable regulations.  

The Board participates actively in major decisions of the Company including appointment of the 

Chief Executive Officer; review and approval of operational policies and procedures; projects of 

different donors and sponsors; minutes of Board Committee meetings, financial assistance for 

partner organizations; quarterly progress; annual work plans, targets and budgets; un-audited 

financial statements alongwith Management Reviews; audited financial statements alongwith 

Directors’ and Auditors’ Reports.  

 
Meetings of the Board 

The Board is required to meet at least every quarter to monitor the Company’s performance 

aimed at effective and timely accountability of its management. 

During the year the Board held six meetings, agendas of which were circulated in a timely 

manner beforehand. Decisions made by the Board during the meetings were clearly stated in the 

minutes of the meetings maintained by the Company Secretary, which were duly circulated to all 

the Directors for endorsement and were approved in the following Board meetings. All meetings 

of the Board had the minimum quorum attendance as stipulated in the Articles of Association. 

The Chief Financial Officer/Company Secretary attended the meetings of the Board in the 

capacity of non-director without voting entitlements as required by the Code of Corporate 

Governance. 
 

Appointment of Directors: 

As per the Articles of Association of the Company, all Members of the Board, except 

Government nominees, are appointed for a term of three years, on completion of which they are 

eligible for re-election through a formal election process. However, no such Member of the 

Board of Directors shall serve for more than two consecutive terms of three years each except for 

Government nominees. 
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Change of Directors:  

The Board placed on record its appreciation for the valuable contributions made by the outgoing 

Government nominated Directors, Mr. Rana Assad Amin, representative of Ministry of Finance, 

Mr. Ahmad Farooq and Mr. Zaffar Hasan, representatives of Economic Affairs Division.  

 

 

Board Committees:  
Board Audit Committee: 

The Audit Committee comprises of five non-executive members of the Board. The Chairman is 

an independent non-executive Director. The head of Internal Audit Unit acts as Secretary of the 

Committee. 

The Committee assists the Board in over sighting integrity of the Company’s financial control, 

with particular emphasis on reliability of internal controls and financial reporting; qualification 

and independence of Company’s external auditors; and performance of the Company’s internal 

and external auditors. 

During the year, the Audit Committee met three times. As part of its core activities, Committee 

discussed assertions on system of internal controls, internal audit reports, risk management and 

audit process besides recommending for Board’s approval, annual work plan of internal audit; 

appointment of external auditors; un-audited condensed interim financial statements alongwith 

Management Review; audited financial statements alongwith Auditors’ and Directors’ Reports of 

the company; and project specific audited financial statements as per donors requirements.  

The Committee held separate meetings with the Chief Financial Officer and the External 

Auditors to discuss issues of concern.  

 

Board Compensation Committee: 

The Compensation Committee comprises of four members of the Board including the Chairman 

who is appointed by the Board from the non-executive Directors. The Head of Human Resource 

Unit acts as Secretary of the Committee.  

The Committee assists the Board in overseeing the Company’s human resource policies and 

framework, with particular emphasis on ensuring fair and transparent compensation policy; and 

continuous development and skill enhancement of employees.    
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During the year under review, the Committee held four meetings. The Committee reviewed and 

recommended for Board’s approval, annual increment for the employees; appointment of group 

heads; travel allowance for employees, establishment of PPAF contributory provident fund, and 

revised training and development policy. 

The Chief Executive Officer and other management employees were invited to attend meetings 

for discussion and suggestions 
Risk Oversight Committee: 

The Risk Oversight Committee comprises of three members including its Chairman who is 

appointed by the Board from the non-executive Directors. The head of Financial Services Group 

acts as Secretary of the Committee.  

The Committee assists the Board to review the effectiveness of overall risk management 

framework including risk policies, strategies, risk tolerance and risk appetite limits.   

During the year under review, the Committee held three meetings. The Committee reviewed and 

recommended for Board’s approval, eligibility criterion for lending to for-profit organizations, 

terms of reference for microcredit spin-off study, unsecured lending particularly to microfinance 

banks, treasury management strategy, and new strategy and products for microfinance sector. 

 

Role and Responsibilities of the Chairman and the Chief Executive Officer: 

The Chairman and the Chief Executive Officer are assigned segregated and distinct 

responsibilities by the Board of Directors vested under law and the Articles of Association of the 

Company, as well as duties assigned by the Board. In particular, the Chairman coordinates the 

activities of the Directors and various committees of the Board, and presides over the meetings 

of the Board and General Body. The Chief Executive Officer is responsible for the operations of 

the Company and conduct of its business. The Chief Executive Officer recommends policy and 

strategic business plans for Board approval and is responsible for exercising the overall control, 

discretion, administration and supervision for sound and efficient management and conduct of 

the business of the Company.  

 

Management:  

The Company Management is supervised by the Chief Executive Officer who is responsible for 

the operations of the Company and conduct of its business, in accordance with the powers vested 
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in him by law, the Articles of Association of the Company and authorities delegated to him 

through a General Power of Attorney and Board resolutions from time to time. 

The Chief Executive Officer recommends policy and strategic direction and annual business 

plans for Board approval and is responsible for exercising the overall control, discretion, 

administration and supervision for sound and efficient management and conduct of the business 

of the Company. The Board sets financial, non-financial goals and objectives for the Company in 

line with the short, medium and long term plans of PPAF and has delegated appropriate authority 

to the Management to implement strategic objectives of the Company.  

 

Human Resource:  

PPAF’s human resource strategy focuses on investing continuously in its Human Capital. We 

strongly believe in bringing on board the most talented and imaginative people through a highly 

transparent and competitive recruitment process and then encouraging them to attain new levels 

of excellence through job enrichment and focused trainings. 

 

Future Outlook:  

PPAF is leveraging its unique experience by gearing up to play a proactive role as a responsive 

and versatile national institution; an institution that is creating synergies, forming partnerships 

and forging alliances with diverse stakeholders – government, public-sector agencies, corporate 

and private entities and academia. This paradigm shift has required a fundamental recalibration 

of operations to explicitly address the spatial dimensions of poverty. The new strategy calls for a 

deliberate shift of priorities towards those regions of Pakistan that have historically lagged 

behind in socio-economic development and are particularly underserved. This reorientation now 

ensures that all PPAF initiatives are rolled out under an overarching strategy, which is 

community-led and demand driven. Institutional strengthening and development is therefore the 

central pillar of all interventions. PPAF seeks to significantly improve the quality of community 

organizations in terms of inclusion, sustainability, effectiveness, and depth of coverage. This is 

manifested in the move away from project-based criteria to an integrated, appropriately 

sequenced, multi-sector approach. 
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The Company executed Financing Agreements for EUR 31.50 million KfW (Development Bank 

of Germany) “Livelihood Support and Promotion of Small Community Infrastructure” Project.  

The project will be implemented in five districts of Khyber-Pakhtunkhwa Province and its 

objectives are; (a) increased access and sustainable utilization of social and economic 

infrastructure; (b) increased employment and income opportunities, especially for the poor; and 

(c) strengthening local civil society and enhanced participation of the population in the decision 

making at local level. 

The Company finalized modalities for effectiveness of Italian Government’s Programme for 

“Poverty Reduction through Rural Development”. The project size is EUR 40 million with an 

overall objective of establishing a social and productive infrastructure system and an 

effective/sustainable social safety net. The project will be implemented in Balochistan, Khyber-

Pakhtunkhwa and Federally Administered Tribal Areas.  

 

During the period under review, PPAF negotiated with KfW “Renewable Project” for EUR 22.5 

million. The overall objective of the project is to contribute to the improvement of the general 

living conditions and quality of life of the poor population living in the selected districts by 

increased access to energy for communities; reduction in the use of fuel wood; increased 

employment and income opportunities, especially for the poor through promotion of productive 

usage of the energy; and strengthening of the local civil society and enhanced participation of the 

population in the decision making at the local level. The project will be implemented in Khyber 

Pakhtunkhwa.  

 

Auditors: 

The present auditors of the Company, Messer’s A. F. Ferguson and Company, Chartered 

Accountants, have completed their five year term on conclusion of their assignment for the 

financial year ended June 30, 2012 and shall retire at the conclusion of 16th Annual General 

Meeting. The code of corporate governance requires the companies to change their external 

auditors or rotate the engagement partner after every five years.  

In accordance with the provisions of code of corporate governance, the Audit Committee 

considered and recommended their re-appointment for the financial year ending June 30, 2013 

with change of partner. The Board also endorsed the recommendations of the Audit Committee. 
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Conclusion: 

The comparative advantage of PPAF lies in the strength of its track record, which enables it to 

convene and co-opt public, private and civil society sectors to the broader objective of grassroot 

empowerment. These partnerships and relationships aim to put marginalized and excluded 

households in the driving seat in making resource allocation choices among competing 

alternatives. PPAF demonstrated solid competences and continued to post good results and has 

shown strong capacities in helping the poor. PPAF expanded its outreach to all the district of the 

country to support to the emerging needs of the deprived segment. Multi-sector operations of 

PPAF foster improvements in lives of the poor thereby enhancing their social status. While the 

interventions continued to target the core strategic priorities the emphasis remained on delivering 

customized solutions tailored to address specific constraints of households and communities and 

at the same time, be culturally sensitive and contextually relevant. PPAF’s performance in terms 

of its institutional development remained impressive. The previous track record showed PPAF as 

an institution striving to facilitate poor through cost effective and efficient delivery and secured 

trust and confidence of all stakeholders, including the Government of Pakistan, international 

bilateral and multilateral donor agencies, private and corporate sector institutions, grass root 

partner organizations and communities.  

 

Acknowledgement: 

I would like to thank the Board members for their continued effort to improve the policies and 

governance framework by providing their valuable guidance. The insightfulness fortitude, 

intensive participation and enduring commitment helped PPAF in reaching heights. I always 

appreciate their corporation, wisdom, support, able guidance and as well as the assistance and 

co-operation in benefit of the Company at all levels. I am confident that this relationship will go 

a long way to reap fruitful prosperity of the Company. 

 

In addition, the Board also likes to appreciate incompatible guidance of the Members of the 

General Body for the betterment of the Company and also look forward to their continuous 

support. The Board would also like to praise the partner organizations and their communities for 

their commitment towards the success of the programme.   

 

24



 

The success and the glory achieved by the Company is attributable to the resolute support of the 

company’s stakeholders - Government of Pakistan, World Bank, International Fund for 

Agricultural Development; KfW Development Bank (Germany); and U.S. Agency for 

International Development. We thank them for their support, understanding and co-operation. 

The Board looks forward to the persistent support of all the stakeholders in order to align the 

Company activities with its strategic vision. The Company continues to add to the stakeholders’ 

value while being a socially responsible entity, dispensing its corporate roles and responsibilities. 

 

We are proud of all the employees of the Company for their dedication and determination. With 

unmatched performance, devotion and participative leadership style, they made significant 

contribution towards the result achieved by the Company during the year. 

 

We realize that the scale we have reached make us a significant factor not only on the 

development sector of Pakistan, but in the country’s economy as well. The broad range of our 

impact brings a big responsibility as well. Accomplishment is not an end-result for us; it is an 

everlasting quest, one that will continue to have us reach for new horizons and surpass new 

milestones. 

 

 

 
 
Karachi                     Hussain Dawood 

September 19, 2012                     Chairman 
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