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2011 2010 2009 2008 2007

Outreach - Numbers (Cumulative)

Partner Organizations 100           87             77            74            70            
Districts 128           127           124          117          111          
Loans ('000) 5,000        3,600        3,000       2,300       1,513       
Water & Infrastructure Projects 25,500      21,000      18,500     17,000     14,900     

Disbursements - Rs. in million

Microcredit/enterprise development loans 10,952      9,048        6,949       9,075       6,228       
Grants 4,786        4,798        6,117       7,622       9,578       
Total disbursements 15,738      13,846      13,066     16,697     15,806     

Balance Sheet - Rs. in million

LIABILITIES

Equity and reserves 7,530        6,114        4,785       3,755       2,817       
Long term loans 13,761      12,246      11,031     10,770     10,777     
Other liabilities 3,274        5,269        2,693       4,398       5,059       
Total liabilities 24,565     23,629     18,509     18,923     18,653     

ASSETS

Fixed assets 62             73             65            63            42            
Loans to Partner Organizations (POs) 11,098      10,572      9,141       7,983       5,642       
Total investments 9,885        7,422        6,755       7,492       8,762       
Other assets 3,520        5,562        2,548       3,385       4,207       
Total assets 24,565     23,629     18,509     18,923     18,653     

Operational Results - Rs. in million

INCOME

Service charges on loans to POs 1,055        934           745          504          326          
Income on investments/savings accounts 755           656           723          653          792          
Grant from donors 388           309           200          155          135          
Income on grant fund 267           170           -          -          -          
Other income 18             1               1              3              2              
Total income 2,483       2,070       1,669       1,315       1,255       

EXPENSES

General and admin expenses 349           358           274          218          161          
Seminar, workshop and trainings 25             47             10            8              8              
Consultancy charges 351           176           38            58            37            
Project and relief activities 208           9               -          -          -          
Loan loss provision 28             76             236          145          51            
Financial charges 109           75             81            84            84            
Total expenses 1,070        741           639         513          341          

Net surplus 1,413        1,329        1,030       802         914          

Financial Ratios - Percentage

Net surplus / total income 57% 64% 62% 61% 73%
Repayment rate 100% 100% 100% 100% 100%
Return on average loan portfolio 10% 9% 9% 7% 7%
General and admin expenses / total disbursements 2.22% 2.59% 2.10% 1.31% 1.02%
General and admin expenses / total income 14% 17% 16% 17% 13%

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

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

PAKISTAN POVERTY ALLEVIATION FUND
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The Board of Directors of Pakistan Poverty Alleviation Fund (PPAF) is pleased to present the 

eleventh Annual Report alongwith audited financial statements of the Company for the year 

ended June 30, 2011. 

 

During the year 2010-11, the Company witnessed positive trends in its operational and financial 

activities, which helped in addressing the needs of the poor through multi-dimensional 

programmes and maintaining strong financial base. In areas of PPAF sponsored interventions, 

the poor have started reaping benefits of community driven development. Over the years, PPAF 

has emerged as a credible institution and an internationally recognized model for effective 

delivery mechanism at the grassroot level enjoying support of diverse stakeholders. As an apex 

institution PPAF is committed to building institutions for the poor and of the poor and dedicating 

its efforts to ensuring quality, cost effectiveness, sustainability, outcomes and impact and pursues 

the double bottom line of financial sustainability and social responsibility. The steady 

advancement made in pursuit of its poverty alleviation objectives is reflective of an ongoing 

commitment to the poor communities who repose trust and faith in us. With the passage of time 

the identity of the Company has merged with dreams of the poor and today we share with them 

the prospects of a better tomorrow.  

 

PPAF has designed and implemented effective strategies in a variety of socio-economic contexts, 

disaster situations and natural calamities. Pakistan encountered a natural disaster of massive 

proportions in the form of devastating floods which began in July 2010 and damaged one-fourth 

of the country's agricultural heartland destroying crops and live stock. PPAF was quick to 

respond to this tragedy and focused on immediate relief through provision of food, milk, water, 

medicines, shelter and related items for the affectees. The relief operations were carried out in 22 

districts (132 union councils) of flood affected areas of Khyber Pakhtunkhwa, Punjab and Sindh. 

PPAF had distributed over 5 million kg of food items; supplied 40,000 liters milk; set up 110 

medical camps; distributed 6,000 hygiene kits; and sunk 140 hand pumps principally through its 



 

own resources. In addition, fodder was provided for 70,000 animals of which several were 

vaccinated. PPAF is following up its relief and recovery efforts with rehabilitation and 

reconstruction activities to allow people in affected areas to rebuild their lives and livelihoods.  

 

PPAF has successfully completed a decade of service to the disadvantaged and marginalized. It 

has been able to mainstream and empower poor communities through effective social 

mobilization into community groups for collective action and self help. With unmatched 

experience, PPAF’s approach to alleviating poverty has matured into a unique model of 

participatory development subsuming carefully synchronized interventions that are contextually 

responsive to basic community needs. Effectiveness is ensured through capacity building of the 

poor themselves as well as civil society organizations that serve them. Of equal importance is the 

adaptability and lesson learning approach adopted by PPAF, which in turn has led to the 

evolution of the participatory multi-faceted and integrated yet flexible development model. 

While this model is aimed at addressing poverty of entire communities, the primary focus of all 

its interventions on women has enabled PPAF to address the weakest link in economic 

development. 

 

By the end of June 2011, PPAF funding had been disbursed in urban and rural areas of 129 

districts of the country (to about 297,000 community organizations / groups) through 99 partner 

organizations of which 12 were focusing exclusively on women. On cumulative basis, PPAF 

financed 4,700,000 microcredit loans, of which 2,400,000 were to women. 25,500 infrastructure 

projects have been completed and 462,200 staff and community members trained. In earthquake 

affected areas, PPAF provided financing to 122,000 households to construct earthquake resistant 

homes and also build capacities of over 100,000 individuals in seismic construction and related 

skills, across the board.  

 

 

Operational and Financial Overview:  

During the year, the Company exhibited impressive performance that was evident from the 

widened asset base, improved equity, stronger capital base and sustained returns. These results 



 

Fig 2 Disbursements 

%
2011 2010 Variance

Credit and Enterprise Development 10,952  9,048     + 21
Water and Infrastructure 1,449     1,800     - 20
Capacity Building 550        463        + 19
Social Mobilization 941        999        - 06
Health and Education 866        1,088     - 20
Livelihood enhancement 409        -        -         
Project  and relief activities 571        401        + 27

Total 15,738  13,799  + 14

Rs in million

allowed PPAF to maintain a strong financial position which is key to the sustenance and 

continuity of operations.  

Total disbursements during the year were Rs 15,738 million as compared to Rs. 13,799 million 

in FY 2010, indicating an increase of 14% [fig. 2]. Disbursements of loan (microcredit and 

enterprise development facilities) 

were Rs 10,952 million as compared 

to Rs 9,048 million; water and 

infrastructure disbursements were Rs 

1,449 million as compared to Rs 

1,800 million; capacity building 

disbursements were Rs 550 million 

against Rs 463 million; social 

mobilization disbursements were Rs 

941 million as against Rs 999 million, and education and health disbursements were Rs 866 

million as against Rs 1,088 million during the preceding year and Rs 409 million were disbursed 

for livelihood enhancement and protection for the first time. In addition, Rs 571 million was 

disbursed for flood and relief activities as against Rs 401 million in the preceding year, for the 

IDP crises.  

 

By the end of June 2011, the total cumulative disbursements were Rs 91,544 million. Credit and 

enterprise development accounted for 57% of 

total disbursements followed by relief, 

rehabilitation and reconstruction activities 

(22%); community physical infrastructure 

(11%); human and institutional development 

(including social mobilization)/livelihood 

enhancement and protection (7%); and health 

& education (3%) [fig. 3].  

 

 

 

Figure 3 
Share of funds disbursed – core operations 
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PPAF interventions are being carried out 

nationwide with 47% of the resources deployed 

in Punjab, 19% in Sindh, 18% in Khyber 

Pakhtunkhwa, 4% in Balochistan; 10% in Azad 

Jammu and Kashmir; 1%  each in Gilgit 

Baltistan and Islamabad Capital Territory. 

 

 

 

As per the Financing Agreements signed with the Government of Pakistan (GoP), PPAF is 

required to repay the loan amount alongwith service and commitments charges to GoP at the 

stipulated rate. PPAF is current in all its repayment obligations to GoP. During the year, the 

Company paid Rs 109.62 million (FY 2010 : 109.62 million) as loan installment and Rs 111.05 

million (FY 2010 : Rs 98.31 million) as service/commitment charges to the GoP. 

 

The Company is primarily meeting its lending obligations through its own reserves built up from 

repayments received from partner organizations. As of June 30, 2011, out of total disbursement 

of Rs 52,628 million, an amount of Rs 38,785 million (74%) was disbursed from PPAF own 

resources. 

 

Total equity and reserves were Rs 7,530 million as at June 30, 2011 as against Rs 6,114 million 

as at June 30, 2010. Total assets of the Company on June 30, 2011 stood at Rs 24,565 million 

against Rs 23,629 million as at June 30, 2010. The amount of loans receivable from partner 

organizations was Rs 11,755 million on June 30, 2011 as against Rs 11,202 million as at June 30, 

2010. PPAF continued to maintain 100% recovery rate in respect of its lending operations.  

 

Cognizant of the need to sustain grant based operations in the absence of external financing, the 

Board of Directors approved the creation of a reserve for grant activities. 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 
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Figure 4  
Provincial distribution of funds  



 

2011 2010

Service charges (profit) on loans 1,055   934     

Income on investments/saving accounts 755      656     

Amortization of deferred grant 388      309     

Income on grant fund 267      170     

Other income 18        1         

Total income 2,483   2,070 

General and administrative expenses 349      358     

Seminar, workshops and trainings 25        47       

Consultancy charges 351      176     

Project and relief activities 208      9         

Loan loss provision 28        76       

Financial charges 109      75       

Total expenditure 1,070   741      

Surplus for the year 1,413     1,329   

       (Rs in million)

Financial results are summarized as follows:

purview of PPAF objectives. As at June 30, 2011 the reserve stood at Rs 2,572 million as against 

Rs 1,763 million as at June 30, 2010.  

The Company recorded income of Rs. 2,483 

million as compared to Rs. 2,070 million for 

the year 2010, an increase of 20% over last 

year. The service charges on loan to partner 

organizations increased by 13% due to high 

volume of amount of credit outstanding and 

introduction of market based rates for large 

partner organizations. Overall income on 

investments and saving accounts increased 

by 24% due to increase in level of 

investments and reserve.  This includes 

income of Rs 267 million that was generated on investments specific to grant based activities. 

During the year, capacity building grant increased by 26% due to the availability of financing 

from Government of Pakistan and donor agencies for PPAF operational support [fig. 5]. 

The general and administrative expenses 

during the year were Rs 349 million as 

against Rs 358 million during the preceding 

year, a decrease of 3%. The ratio of general 

and administrative expenses to total income 

was 14% (2010 : 17%). Seminar, workshops 

and training expenses of Rs 25 million 

included Rs 3.40 million spent on trainings 

and Rs 21.36 million incurred on seminar 

and workshops. Total consultancy charges 

of Rs 351 million included Rs 285 million 

in respect of poverty scorecard survey that 

has been made mandatory by the donors for subsequent disbursement of funds for operational 

activities. During the year under review, PPAF spent, from its own resources, an amount of Rs 

196 million on relief activities in flood affected areas and Rs 12 million on the school milk 
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project. The general loan loss provision was made 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.  

Net surplus of Rs 1,416 million improved by 7% as compared to 2010 (Rs 1,329 million). The 

debt equity ratio improved from 67:33 (year 2010) to 65:35 (year 2011). The Company achieved 

these through improved operating performance and cost controls.  

 

Sectoral and Programme Overview: 

PPAF is the largest provider of financial and technical assistance to the civil society development 

institutions in the country. The needs of the poor were served by following an integrated 

approach focusing on social mobilization followed by credit, infrastructure, health, education, 

livelihood enhancement and skill development. Apart from these core activities, PPAF 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. In areas of 

PPAF sponsored interventions, the poor have started reaping benefits of self-reliance and 

community driven development. PPAF’s unique structure and its key position in the grassroots 

poverty alleviation efforts in Pakistan have enabled it to leverage its innovative capabilities 

through the vast network of partner organizations. This ability to leverage assures maximum 

coverage and impact. The Company plays a pivotal role between the donors and communities 

that enables transparency, efficiency and sustainability. PPAF adopts a participatory 

development model with a holistic approach using social mobilization, skill development and 

capital accumulation as guiding principles. The approach is community based and involves 

formation of groups at the grass roots. It focuses on social organization, creates awareness and 

builds capacity. Communities organize themselves for establishing new groups and also to 

consolidate existing ones. The approach is demand driven based on projects identified by the 

communities. Responsibility for operations and maintenance also falls on these groups.  

 

Social mobilization constitutes the bedrock of all PPAF interventions, conceptually entrenched in 

a belief that poor marginalized communities, given an appropriate enabling environment, possess 

an inherent capacity to change their lives. PPAF follows an inclusive development strategy 



 

which seeks to prioritize community needs within an inclusive implementation framework. The 

contrasting communities are provided essential tools to promote sustainable joint action, through 

organized forums for planning and deliberation in the shape of community organizations. PPAF 

has been successful in mainstreaming voiceless communities ensuring their full participation in 

the decision making processes. Members of community organizations, irrespective of their level 

of welfare and degree of interaction with the outside world, are systematically capacitated to 

make informed choices at the local level. PPAF is playing its part in national integration by 

paving the way for increased contact amongst citizens from diverse ethnic, linguistic and cultural 

backgrounds. Through exposure visits for community members across regional and provincial 

boundaries, we hope to change divisive and isolated elite structures restricting the nation’s full 

potential in addressing poverty and empowerment. 

 

As the largest source of microfinance in the country, PPAF has been instrumental in driving the 

sector in Pakistan with a current market share of over 40%. Its partner organizations account for 

the bulk of the current retail outreach in the sector. PPAF facilitates delivery of targeted financial 

services to the poor, while simultaneously seeking to develop the sector nationally through 

building institutional capacities and introducing innovative solutions for continued growth. 

Having played a key role by investing in the development of sustainable mechanisms for 

delivering financial services to the poor, PPAF has accelerated efforts to promote growth in the 

microfinance sector with declining dependence on subsidized funding. To this end, PPAF has 

successfully intermediated between microfinance institutions and formal financial institutions, 

allowing selected partner organizations to leverage their funding with strategic support from 

PPAF. At the same time, PPAF has continued to expand outreach with a particular focus on areas 

with low penetration of microfinance and high incidence of poverty. It has been enhancing 

access of the rural poor to productive assets, skills, services and improved technologies through 

new products and market access initiatives. It has supported development and testing of 

microfinance products including village banking, women cooperatives, livestock farming and 

social safety nets in addition to careful pilot testing approaches aimed at increasing outreach in 

areas with low levels of access to financial services particularly isolated and un-served regions of 

Balochistan, Sindh and Kyber Pakhtunkhwa.  

 



 

Local, need-based, demand driven, small scale infrastructure interventions of PPAF have 

demonstrated poverty outcomes and have been found to improve the likelihood of better returns 

to human, capital, financial and natural resources. Infrastructure interventions in critical areas 

such as irrigation, potable water, electricity, sanitation and roads helped in transforming lives and 

livelihoods through increasing crop yield, labor productivity and market access, while decreasing 

the probability of disease, famine and economic shocks. PPAF is focusing on integrated 

development and dissemination of low cost, appropriate, innovative and emerging technologies 

such as micro/ mini-hydels, renewable energy, windmills and solar projects. PPAF’s 

infrastructure allocations are purposively designed to reduce geographical bias and target the 

poorest and marginalized communities. PPAF is also playing a proactive role in deploying 

effective policies, strategies and systems for prudent water management, better preparedness for 

drought as well as focused generation and dissemination of knowledge. This is pivotal to PPAF’s 

long term strategy of reducing food, health and income insecurity and enhancing capacity to 

cope with natural disasters. PPAF has a dedicated water management center that has strategically 

contributed to finding long term solutions for efficient management of water resources through 

integrated programs within appropriately defined spatial boundaries.  
 

The objective of building human and institutional capacities as a pre requisite for effective long 

term poverty alleviation, is a key learning of PPAF over the last decade of work. In addition to 

enhancing capacities for effective resources and services mobilization, PPAF facilitates 

communities in developing sustainable frameworks for identifying and implementing 

development interventions. Simultaneously, it strives to develop efficient mechanisms for service 

delivery through strengthening supply side response with increased technical and financial 

support. PPAF places special emphasis on building strategic capacities through institutionalizing 

relevant approaches, methodologies and development tools for an equitable and inclusive 

development process at the community level. Staff of PPAF and partner organizations have been 

provided with valuable opportunities to meaningfully engage and interact with eminent speakers 

from diverse fields and of varied expertise on a range of relevant issues. 

 

PPAF’s social sector initiatives are conceptually grounded in its integrated demand driven 

grassroot development, where access to better health and education are a necessary condition for 



 

progress. By providing poor families access to quality health and education services, PPAF has 

helped reduce critical gaps in the development process at the grassroots. It has made 

contributions in terms of restructuring underperforming public sector schools and health facilities 

as viable and accountable community services cognizant of user needs and customer satisfaction. 

PPAF supported interventions prioritize strict quality control, long term sustainability and 

durable linkages between communities and government. Quality of service delivery is ensured 

through regular training, provision of modern technologies and rigorous monitoring and 

feedback.  

 

PPAF livelihood enhancement and protection programme aims at enhancing the productivity of 

the poorest individuals and communities through focused interventions intended at developing 

skill sets and assets for greater income generating opportunities and better livelihoods. In pursuit 

of these objectives, savings and internal lending are encouraged within organized communities, 

while striving to introduce efficient mechanisms for identifying and supporting innovative 

micro-enterprises. Under this programme, members of community organizations develop 

livelihood investment plans with the assistance of and in coordination with PPAF’s 

implementing partners and community organizations. These in turn form the basis of 

livelihood/income generating loans from community organizations and possibly, commercial 

banks. PPAF provides grants to support asset transfers to ultra poor and vulnerable households 

and cover investments under a Community Livelihood Fund. These funds constitute a one-time 

grant to community organizations meeting standard criteria for on lending to members at markup 

rates sufficient to sustain the process. This mechanism helps in building sound financial 

management practices; saving and lending discipline; and enabling the poor to become credit 

worthy and bankable clients for commercial banks and other financial intermediaries. 

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

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

group disseminates the framework and builds capacity among partner organizations. Furthermore 

it ensures compliance with social and environmental safeguards by all partner organizations 

through regular monitoring and periodic environmental and social audits. 



 

The vision of PPAF is disseminated through multi channels and tools of communication with an 

aim of engaging national and international stakeholders in private and public sectors, as well as 

the public at large. PPAF has helped influence public debate and discourse on the efficacy of 

participatory grassroots development as an effective mean for transforming lives of the poor and 

marginalized. Print and electronic media, which constitutes an effective means educating and 

sensitizing public opinion, forms an important component of PPAF’s multi-faceted 

communication strategy. 

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 the 

business and corporate sectors, PPAF plans to further increase its country wide activities through 

bilateral relationships. This enables the poor to access, and benefit from wider private sector 

markets and opportunities for value addition. Partnerships are at various stages of 

implementation/completion with the local and multinational corporates. 

The 7th Citi-PPAF Microentrepreneurship Awards ceremony was held in Islamabad on February 

22, 2011 to acknowledge the extraordinary contributions that individual microentrepreneurs 

across Pakistan have made to economic sustainability of their families as well as their 

communities. Supported by Citigroup Foundation, the goal of the awards program is to 

encourage and support best practices among both microentrepreneurs and microfinance 

institutions throughout Pakistan and to draw public, media and government attention to the 

important role that inclusive financial services play in promoting economic development at the 

local level.  

 

PPAF won international acknowledgement for its work in development of innovative products 

and services for the poor and marginalized communities across the country. The “Exclusive 

Group of Champions” award was conferred on PPAF at the 2010 Annual Project Review 

Workshop for Asia and the Pacific, held in China. The “Women Livestock Cooperative 

Farming” product being recognized is part of Microfinance Innovation and Outreach 

Programme, which is financed by the International Fund for Agricultural Development.  

 

 



 

Treasury Management: 

The Company has placed an effective cash flow management system whereby cash inflows and 

outflows are projected on a regular basis. Repayments of all long term and short term loans have 

been duly accounted for. Working capital requirements have been planned to be financed 

through internal cash generations. Cash that is available is invested in an investment portfolio 

that is fairly diversified and secure. At present, the Company sees no immediate pressure on its 

short and long term financing needs. There are sufficient reserves with banks to meet any 

contingency in liquidity. 

 

Business Risks and Challenges: 

The Board of Directors and Management ensure that an appropriate system exists in the 

Company for the identification and management of the business risks. The Company uses a 

structured approach in identifying, assessing and minimizing the threats to its business through 

its risk management system. 

An effective Internal Audit function exists in the Company which serves as an effective appraisal 

of internal controls which are meant to safeguard assets, monitor compliance with best practices 

of Corporate Governance, check the accuracy and reliability of its accounting data, promote 

operational efficiency, and encourage adherence to prescribed managerial policies. 

The Audit Committee of the Board in accordance with its terms of reference also ascertain that 

the internal control system including financial & operational controls and accounting system are 

adequate, effective and comply with applicable laws and regulations and professional best 

practices.  

Management is committed to address the various challenges within its ambit of controls with a 

strong core of trained and experienced professionals, high quality technology and solid finances.  

Following are the major risks faced by the Company: 
 

Credit risk: 

Credit risk represents the accounting loss that would be recognized at the reporting date if 

counter parties fail to perform as contracted. The Company’s credit risk is primarily attributable 

to loans to partner organizations; investments; and bank balances. Credit risk on loans is 

controlled through extensive credit appraisals of partner organizations, assessing their credit-



 

worthiness, and creating lien on assets of partner organizations. The credit risk on investments 

and bank balances is limited because the counter parties are banks/financial institutions with high 

credit ratings; and the Government of Pakistan.        
 

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 is the risk that the value of the financial instrument will fluctuate 

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. 
 

Liquidity risk: 

Prudent liquidity risk management implies maintaining sufficient cash to ensure availability of 

adequate amount of funding to meet commitments. The Company maintains flexibility in 

funding and follows an effective cash management and planning policy to ensure availability of 

adequate funds to meet its financial commitments in time. Moreover, the Company’s financial 

position is satisfactory and does not have liquidity problems. 
 

Fair value of financial instruments: 

The carrying value of all financial assets and liabilities reflected in the financial statements 

approximate their fair values except for investments and loans receivable/payable which are 

stated at cost or amortized cost. 

 

Best Corporate Practices: 

The Management places paramount importance on adherence to international and local 

principles of good governance that has always been viewed as the fundamental principle in 



 

enhancing the timeliness, accuracy, comprehensiveness and transparency of financial and non 

financial information.  

The Management gives high priority on true and fair presentations and timely issuance of 

periodic financial and non-financial information to regulatory authorities, donors and other 

stakeholders of the Company. In addition to preparing financial statements in line with statutory 

requirements, the Company also prepares separate financial statements for different donors’ 

projects which are duly audited by its external auditors. 

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 are 

published and circulated to stakeholders. These statements are also made available on the 

Company website. 

 

Corporate Governance: 

The Company is committed to high standards of corporate governance to ensure business 

integrity and upholding the confidence of all its stakeholders. In order to comply with best 

practices, PPAF has endorsed the code of corporate governance of listing regulations. We have 

made corporate governance a system of structuring, operating and controlling the Company with 

a view to achieve long term strategic goals to satisfy all our stakeholders. 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: 

• 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 legal and regulatory framework defines parameters regarding qualification and composition 

of the Board of Directors for smooth running of operations and promotion of good corporate 

culture. In view of these requirements, the Company has on its Board highly competent and 

committed personnel with vast experience, expertise, integrity and strong sense of responsibility 

required for safeguarding the interest of different stakeholders. 

The present Board comprises of eleven Members including the Chairman and the Chief 

Executive Officer of the Company. The Chief Executive Officer is the only Executive Member 

on the Board while all other Members, including the Chairman, represent the non-executive 

directorship of the Company. Of the eleven Board Members, three were nominated by the 

Government; seven elected by the General Body; and the Chief Executive Officer appointed by 

the Board.  
 

Role and Responsibilities of the Board 

The Board is fully aware of the immense responsibilities bestowed on them for smooth running 

of the Company and safeguarding its assets. The Board stands firmly committed in its objective 

to add value through effective participation and contribution towards achievement of the 

Company's objectives. The Board further recognizes its responsibilities for protection and 

efficient utilization of Company resources for business objectives and compliance with laws and 

regulations at all levels. 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, the Code of Corporate Governance and other applicable regulations.  

The Board has devised formal policies related to operational policies and procedures, 

procurement of goods and services; loan loss provisioning; loans and advances; investment of 

funds; delegation of financial powers; human resource management including performance 

evaluation of Management etc. 



 

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

Chief Executive Office; 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 five 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. The 

Directors of the Company did not have any personal interest in decisions taken by the Board in 

these 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. Consent to act as Director is obtained from each Director prior to 

election. The Members do not share any relationship other than that of fellow colleagues on the 

Board. Election of the Directors was held on December 7, 2009 and seven Directors were elected 

unopposed, for a term of three years. 
 

 



 

Change of Directors:  

After successfully managing the affairs of the Company for over twelve years, Mr. Kamal Hyat 

relinquished the charge of Chief Executive Officer. The Board appointed Mr. Qazi Azmat Isa as 

the new Chief Executive Officer of the Company, who assumed his responsibilities with effect 

from January 3, 2011. 

The Board placed on record its profound appreciation for professional acumen and meritorious 

services rendered by Mr. Kamal Hyat. He was a capable and dynamic person who worked for the 

progress of the Company with dedication. Under his leadership, PPAF exhibited immense 

growth and demonstrated its viability as a unique and innovative model of public private 

partnership. The Company accumulated an enviable track record of outreach and performance, 

with presence across the country. PPAF exhibited impressive operational as well as financial 

results over the years that allowed it to maintain a very strong financial base, which is vital for its 

sustainability. PPAF quality of work and grass root penetration is now being applauded 

internationally, especially the World Bank our premier financier. 

The Board welcomed Mr. Qazi Azmat Isa as the new CEO of the Company. Mr. Isa has 

diversified experience of working in leadership positions in local and multinational 

organizations. We are confident that his experience, professionalism and leadership will further 

add value and esteem to the organization.  

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

Directors, Mr. Shahid Ahmad and Mr. Ahmad Farooq, nominees of Government of Pakistan, 

who represented thye Economic Affairs Division. 

 

Board Committees:  

The Board endorsed the code of corporate governance of listing regulations by constituting Audit 

and Board Compensation committees in January 2007. 
 

 

Board Audit Committee: 

This Committee comprises five members including its Chairman who are appointed by the Board 

from the independent non-executive Directors. The Head of the Internal Audit Unit acts as 

Secretary of the Committee.  



 

The terms of reference of the Board Audit Committee have been drawn up by the Board in 

conformity with the code of corporate governance and the Board proceeds in accordance with the 

recommendations of the Committee on matters forming part of Committee responsibilities. The 

Committee assists the Board in overseeing Company’s financial control, with particular 

emphasis on integrity 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, three meetings of the Committee were held. The Committee reviewed 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; annual work plans and budgets for different donors’ projects; annual budget of the 

Company; 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 donor requirements.  

 

The Committee held separate meetings with the Chief Financial Officer, Head of the Internal 

Audit and the External Auditors to discuss issues of concern. Minutes of meetings were drawn 

up expeditiously and circulated for the information and consideration of the Board in the 

immediately succeeding Board meetings. 
 

 

Board Compensation Committee: 

The Committee comprises five 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 terms of reference of the Human Resource Committee have been approved by the Board. 

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.    



 

The Committee meets as often as may be deemed necessary or appropriate in its judgment and at 

such times and places as the Committee shall determine. The Chief Executive Officer and other 

management employees are invited to attend meetings for discussion and suggestions. Minutes 

of meetings are drawn up expeditiously and circulated for the information and consideration of 

the Board in the immediately succeeding Board meetings. 

 

 
Risk Oversight Committee: 

In order to assist the Board to review the effectiveness of risk management framework, the Board 

recently constituted a Risk Oversight Committee. 

The Committee comprises three members including its Chairman who is appointed by the Board 

from the non-executive Directors. The head of Credit & Enterprise Development Unit acts as 

Secretary of the Committee.  

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

framework; assess and advise on adequacy of risk management policies; procedures in 

identifying, measuring, monitoring and controlling risks and to advise thereof, with particular 

emphasis on ensuring risk management framework which includes risk policies, strategies, risk 

tolerance and risk appetite limits.   

 

 

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

The roles of the Chairman and the Chief Executive Officer are segregated and they have distinct 

responsibilities. The Chairman has responsibilities and powers vested in him by law and the 

Articles of Association of the Company, as well as duties assigned to him 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 Company’s 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 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.  

 

 

Management:  

The Company Management comprises heads of various functions who operate under the powers 

and limits delegated by the Chief Executive Officer and the Board for ensuring seamless 

operations and achieving objectives under strategies adopted by the Board. 

The Management ensures execution of business operations including adherence to cardinal 

principles, appraising and monitoring of partner organizations, recommending financing for 

partner organizations, preparation of annual budgets/work plans and monitoring progress thereof. 

Management is also responsible for implementation of internal control including segregation of 

duties, financial and accounting controls for accuracy and completeness of accounting records, 

authorization, recording and accurate processing of transactions, compliance with statutory and 

other regulations and timely preparation of reliable financial and non-financial information for 

circulation to the stakeholders. 

 

 

Future Outlook:  

As with any successful organization, PPAF recognizes the need to review its strategy 

periodically so as to remain relevant, meet the needs of its stakeholders and respond to emerging 

opportunities. In this context, a strategic envisioning exercise was commissioned in March 2011 

with a view to develop a consensus based strategy for the next five years. As a part of this 

exercise, extensive consultations were held with different stakeholders including Government of 

Pakistan, multilaterals, bilaterals, communities, intermediaries as well as all the professional staff 

of the Company. The whole process was lead by an external facilitator of international repute. 

The strategy was considered and duly approved by the Board of Directors in its meeting held on 



 

April 30, 2011. The strategic drivers governing the future operations of the Company are as 

follows: 

- Build institutions of the poor. 

- Address spatial dimension of poverty. 

- Increased focus on the poorest districts. 

- Institutional restructuring and operational coherence. 

- Emphasis on quality of social mobilization. 

- Proactive pursuit of outcomes, impact and grievance redressal. 

- Improving service delivery, quality assurance and compliance. 

The strategic thrust would be on building institutions for poverty alleviation. The pivotal role of 

the company would be on mobilization and capacity building of institutions of the poor 

(community organizations) and for the poor (partner organizations) that work with community 

institutions in least developed areas, laying the foundation for future expansion of poverty 

reduction activities. Many of these will go on to take microfinance loans or productive and social 

infrastructure funding from the PPAF, through the existing partner organization network, while 

others will federate into local institutions of the poor. Based on needs of the target group, 

interventions will be made as integrated as possible, responding to identified priorities and the 

participatory spirit of the program. The interventions will be based on needs assessment as a 

continuous and participatory process. PPAF emphasizes multi-sector programming that generates 

deep and tangible impacts at the community level. These programmes are designed to be 

inclusive, paying special attention to the identification, mobilization and inclusion of women, 

persons with special needs, youth and the poorest.  

 

Recognizing needs of stakeholders and with the aim of supporting technological innovations for 

the microfinance sector, PPAF and Pakistan Microfinance Network have joined hands to launch 

an online platform which will allow microcredit lenders and other stakeholders to assess 

competitive situation in their specific markets. The mapping tool will enable stakeholders to 

identify geographical locations of all branches of microfinance providers in Pakistan. This online 

platform will also allow microfinance providers to input their data such as branch location and 

population density, thus enabling stakeholders to identify markets.  

 



 

 

 

Auditors: 

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

Accountants, have completed their assignment for the financial year ended June 30, 2011 and 

shall retire at the conclusion of 15th Annual General Meeting. Being eligible, they offered 

themselves for re-appointment. The Audit Committee considered and recommended their re-

appointment for the financial year ending June 30, 2012 and the Board also endorsed the 

recommendations of the Audit Committee. 

 

 

Conclusion: 

PPAF has remained committed to its overarching objective of alleviating poverty through 

concerted and sustainable efforts at the grassroots. PPAF has expanded its outreach to almost 

every district of the country. This outreach is exemplified by a diverse range of products and 

services anchored in social mobilization, institutional development and individual empowerment. 

The emphasis remains 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 track record as a robust institution for transferring development resources to the 

poor through cost effective and efficient delivery mechanisms has 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 

above all the men, women and children in participating communities. We are fully committed to 

realizing their potential and affording them opportunities to becoming stronger. 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. 

 

 

Acknowledgement: 

I would like to express my sincere appreciation to the Board members whose valuable guidance 

has always enlightened us in our decision making. Their willful determination, focused 



 

involvement and ongoing commitment helped in bringing PPAF to the level and position it 

deserves. I look forward to working in partnership with them to benefit from their vision and 

valued experience which I am confident will go a long way in the future growth and prosperity 

of the Company. 

 

The Board remains indebted to the Members of the General Body for their invaluable counsel 

and guidance. We look forward to their continuous support to ensure future growth of the 

Company. The Board would also like to commend the partner organizations and their 

communities for their support and ownership of the programme, which contributed to our 

collective success.   

 

The Company has come a long way from its beginning as a single donor project to a multi-donor 

leading institution for poverty alleviation with its presence in all the provinces of the Country. 

The success we achieved would not have been possible without unwavering support of all our 

stakeholders. The Government of Pakistan ranks foremost for its exemplary facilitation and 

support, equally important was the role of the donor agencies, particularly the World Bank for its 

result based monitoring missions. We would like to thank the Government of Pakistan and our 

donor agencies – World Bank, International Fund for Agricultural Development; U.S. 

Department of Agriculture; KfW Development Bank (Germany); Committee Encouraging 

Corporate Philanthropy (USA); and U.S. Agency for International Development, for their 

support, understanding and co-operation. Considering the achievements made by the Company 

together, we remain confident of the Company’s growth and success in the years ahead.  

 

We are deeply indebted to management team for their extraordinary performance and dedication 

without which we would not have succeeded in winning the hearts and minds of all our 

stakeholders. We thank them for proving that given good governance and a level playing field 

our people can perform wonders and establish institutions that compare with the best in the 

world. Talented and motivated people are our most precious resource. They form the 

fundamental platform of our strategic drivers and are essential to our success. 

 



 

Challenges along the way are inevitable; we would overcome them with the integrity and 

professionalism that are at the very heart of our institution, as we make our way through 

unfamiliar surroundings. Leveraging on its strengths, PPAF will continue to capitalize on 

different opportunities and meet the needs of the poor with willful enthusiasm and go beyond 

targeted milestones.  
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