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DIRECTORS' REPORT

The Board of Directors of Pakistan Poverty Alleviation Fund (PPAF) is pleased to present the
Eighteenth Annual Report along with audited financial statements of the Company for the year
ended June 30, 2018.

During the year 2017-18 PPAF continued to meet its goals of reducing extreme poverty and
boosting shared prosperity by working through its partner organizations and communities. PPAF’s
major grants programs have been consistently improving and innovating in their approach and
during FY 2017-18 the trend has continued in that direction. The Italian funded (through
Government of Pakistan — GoP) Euro 40 million Programme for Poverty Reduction (PPR) being
implemented in KPK, Balochistan and FATA following four pronged approach of targeting social
mobilization, enhancing and protecting livelihoods, improving community infrastructure and
establishing basic services (health and education) has created a sustainable socio-economic
environment that is helping communities move up the poverty ladder. Our German Development
Bank (KfW) funded (through GoP) livelihood and small scale infrastructure project (Euro 32
million) has created significant impact through its ability to connect extremely remote and
marginalized communities with mainstream social and economic life — through provision of water,
sanitation, link roads, bridges and livelihood opportunities in targeted areas of KPK. The Hydro
and Renewable Energy Project (Euro 10 million) also funded by KfW (through GoP) takes on
challenge of energy access in KPK. Access to energy has become key focus of PPAF and we are
looking to develop innovative initiatives that can help communities access to energy not just for
household requirements but to further spark economic activity and productivity in these areas. The
interest free loan scheme financed by GoP is being successfully implemented in selected priority
districts across the country where the financial inclusion indicators are the poorest. The scheme is
making inroads in terms of loans disbursed and promoting women’s inclusion.

During the year selection process for 1% batch of communities under Tabeer-o-Tameer Fund (TTF)
Project was completed. The project aims to sustain viable and active institutions formed
through PPAF support at village and union council level. TTF would further enhance
capacities of community institutions so as to develop active, inclusive and informed
membership; effective and responsive leadership, especially women's leadership and
participation; and ensure contribution towards achieving key sustainable development goals.
The activities and funding under project for small POs commenced during the year. The project
aims at institutional development and capacity building of new/small organizations in
Balochistan, KPK and FATA. Financed by PPAF's own resources these twin initiatives signify
our long-term commitment to supporting institutional development in the form of
organizations of the people and for the people.

Financing Agreements for National Poverty Graduation Programme (NPGP) were signed in
November 2017 between Government of Pakistan and International Fund for Agricultural
Development. The USD 150 million NPGP has three main activities: asset transfers, interest free
loans and social mobilization. With a nation-wide spread the programme will be implemented by



PPAF through POs in 375 union councils within 22 of the poorest districts of Pakistan. NPGP is
critical to help PPAF deliver its goal of moving the poorest and the most marginalized households
out of extreme poverty. Selection of partners for the project has been completed and program
activities would commence in third quarter of the year 2018.

PPAF’s unrelenting efforts in support of conflicted areas persisted during the year with
implementation of UNHCR project. Baseline data from UNHCR showed that there is a large
category of poor and poorest families for whom, some viable solution for sustainable livelihoods
is of essence. A poverty graduation approach which targets such households and supports them
to move up and out of poverty is considered to be the best intervention for such segments of
societies. To address the aforementioned gaps, UNHCR and PPAF entered into partnership to
implement poverty graduation project on pilot basis in two districts — one each in Balochistan and
KPK.

Creation of Pakistan Microfinance Investment Company Limited (PMICL) is the symbol of the
role of PPAF as sector developer working with stakeholders across private, non-profit and
government sectors to create structure and institutions that support inclusion and outreach to those
that are often left out of mainstream progress. PPAF is the largest shareholder in PMICL alongside
Karandaaz and KfW and the focus is on extending and enhancing financial inclusion to 10 million
borrowers over the next five years.

PMICL - Associate Company of PPAF

PPAF has invested Rs. 2,883 million in share capital of PMICL consituting 49% shareholding. For
the FY 2017-18 (as per the audited financial statements of PMICL for the period ended December
31, 2017 and un-audited financial statements for the half year ended June 30, 2018) PMICL
generated cumulative net profit after tax of Rs. 193 million. PPAF has recognized a profit of Rs.
95 million (as its 49% share) during the year. Summary of income statement and assets/labilities
of PMIC is as follows:

Rs. in million

June 30, 2018 June 30, 2017
Current assets 2,038 3,584
Non-current assets 16,531 4,153
Current liabilities (271) (38)
Non-current liabilities (12,223) (1,818)
Equity 6,075 5,881
The carrying amount of PPAF’s investment 2,976 2,882

July 1, 2017 to
June 30, 2018

August 1, 2016
to June 30, 2017

Income 1,170 267
Administrative expenses (282) (219)
Other operating expenses (25) -
Other income 34 24
Finance costs (521) (5)
General provision against loan portfolio (133) (42)




Profit before taxation 242 25

Taxation (49) (28)
Profit/(loss) for the year/(period) 193 (4)
PPAF’s share of profit/(loss) 95 (2)
The net investment of PPAF in PMICL as of June 30, 2018 is reflected as follows:
Rs in million

Opening balance of investment* 2,881

Share of profit of PMICL 95

2,976

* Initial PPAF investment reduced by impact of loss of Rs 1.75 million incurred by PMICL during FY
2016-17.

With creation of Associate Company the lending operations (except for interest free loans) carried
out by PPAF are being managed by PMICL. As a result of agreement between PPAF and PMIC
the amounts recovered by PPAF from POs under microcredit facility are disbursed to PMICL as
subordinated loan. During the year loan portfolio of PPAF with POs reduced by 83% to Rs. 1,783
million at June 30, 2018 (June 30, 2017: Rs 10,708 million). During the year PPAF provided
subordinated loan of Rs. 8,430 million to PMIC with total outstanding loan to PMICL standing at
Rs. 10,248 million as of June 30, 2018. These loans carry markup rate of six months KIBOR plus
1% and are repayable in 43 installments. The summary of loans provided by PPAF to PMICL is
as follows:

Date of Amount Rs. First recovery Last recovery due
disbursement In millions due on on
Jun 1, 2017 824 Oct 7, 2018 Oct 7, 2031
Jun 29, 2017 994 Jan 7, 2019 Jan 7, 2031
Aug 8, 2017 1,663 Jan 7, 2019 Jan 7, 2031
Nov 3, 2017 2,869 Jan 7, 2019 Jan 7, 2031
Dec 28, 2017 350 Jan 7, 2019 Jan 7, 2031
Jan 29, 2018 2,131 Jan 7, 2019 Jan 7, 2031
May 3, 2018 1,000 Jan 7, 2019 Jan 7, 2031
Jun 4, 2018 417 Jan 7, 2019 Jan 7, 2031
10,248

* Interest payment is on quartlery basis.

During the year PMICL continued to manage microcredit portfolio of PPAF outstanding with POs.
Previous Loan Portfolio Agreement with PMIC was terminated with mutual consent of both the
parties with effect from December 31, 2017. The agreement required management of microcredit
portfolio for a fee (1% of the outstanding principal). Under the terminated agreement PPAF paid
an amount of Rs. 128 million to PMICL which included sales tax of 16% over and above 1%
management fee. A new portfolio management agreement was signed covering the period January
1 to December 31, 2018 to manage remaining portfolio of PPAF for lumpsum fee of Rs. 1.2
million. PPAF retains all risks, rewards and control over these loans.



Grant Operations: Figure 1
IR P Grant based interventions during the

Components O .
e D VRRRETOM  year were affected due to delay in
Water & Infrastructure 226 879 (74) .
Livelihood Enhancement & Protection 73 249 (71) recelpt of funds under PPR and
Health & Education 160 431 ©67) interest free loans.  Similarly
Institutional Development 268 400 B3l activities under NPGP were delayed
Prime Mmister's Inferest Free Loan Scheme 279 177 58 due to delav in getting approval from
Project activities 82 151 (46) i Yy . g g app X
Grand Total 1,088 2.337 331 Ministry of Finance for opening of

the assignment account for the project. Resultantly disbursement during the year were Rs. 1,088
million as against Rs. 2,337 million in FY 2016-17, a decrease of 53%. Disbursements for water
and infrastructure components decreased by 74% to Rs 226 million (FY 2016-17 - Rs 879 million).
Disbursements for livelihood component showed a reduction of 71% and were Rs 73 million (FY
2016-17 — Rs. 249 million). Disbursements for health and education component decreased by 67%
to Rs. 160 million (FY 2016-17 — Rs. 481 million). Institutional development and social
mobilization disbursements were Rs. 268 million (FY 2016-17 — Rs. 400 million), decrease of
33% from last year. During the year 2017-18 PPAF disbursed operational cost of Rs. 279 million
under PMIFL scheme (FY 2017-18 — Rs. 177 million), showing an increase of 58%. In addition to
core operations, Rs 82 million (FY 2016-17 — Rs 151 million) were spent on projects activities
from PPAF’s own resources [fig.1].

Operational and Financial Highlights
PPAF, as a non-profit institution, capitalizes on profits to earn sufficient revenue to run its
operations smoothly. Total income earned during the year was Rs 2,334 million as against Rs
2,332 million in FY 2016-17. Service charges on loans to POs and PMICL decreased by 22% to
Rs 810 million in FY 2017-18 (FY 2016-17: Rs 1,036). The decrease in markup is mainly on
Figure 6: Total Income account Of I’edUCtion in pOI’tf0|i0 due
Rs. in million =2018 to repayment of Rs. 1.1 billion long
L5 1o o 2017 term loans to government of
1,200 ' Pakistan. Income on
810 investments/saving accounts
increased by 5% to Rs 1,096 (FY
2016-17: Rs 1,041). Grant in support
. e of operational expenses decreased by
110 ) i 5% to Rs 104 million in FY 2017-18
(FY 2016-17 — Rs. 110 million). The
SConloans  Incomeon  Operational  Income from  Amortization cumulative net profit after tax of
e watstecome. PMICL for the FY 2017-18
amounted to Rs. 193 million. PPAF
has recognized a profit of Rs. 95 million (as its 49% share) during the year (FY 2016-17: loss of
Rs. 1.75 million classified as expense for the year 2016-17). Other income of Rs. 80 million (FY
2016-17 — 3 million) includes Rs. 50 million recognized against reversal of general provision for
the year 2017-18 due to reduction in portfolio; Rs. 12 million on account of sale of vehicles and
Rs. 10 million on realization of deferred liability grant in respect of closed projects. In line with
the requirement of International Financial Reporting Standard, Loans (payable by PPAF) were
carried at present value computed at market based interest rate. The difference between present
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value and loan proceed was recorded as deferred benefit which would be recognized as income
over loan period. Amortized income during the year was Rs. 149 million (FY 2016-17: Rs 142
million).

The general and administrative expenses related to the operations of PPAF increased by 21% to
Rs 605 million (FY 2016-17 — Rs 505 million). Major increase was in salaries, travel, legal and
audit expenses. Salaries expenses increased by 28% to Rs. 417 million (FY 2016-17 — Rs 325
million). The increase in salaries/benefits expense was due to impact of annual increment (to
compensate for impact of inflation and reward performance) besides monetization of benefits
(vehicles and medical). Travelling expenses increased by 49% to Rs. 63 million (FY 2016-17 Rs.
42 million); legal and audit expenses increased by 45% to Rs 12 million (FY 2016-17 Rs 8.4
million).

During the FY 2017-18 Rs 54 million was incurred on account of fee for PMICL for management
of PPAF lending portfolio outstanding with POs. The loan portfolio agreement with PMICL was
terminated with mutual consent of both parties (PPAF and PMICL) with effect from December
31, 2017. PPAF and PMICL entered into a revised agreement to manage remaining portfolio for
the period from January 1

Fig 7: Financial results are
to  December 31’ 2018 summarized as follows

against a lumpsum fee of Rs. In million

Rs. 1.2 million. 2018 2017
Seminar, WOI’kShOpS and  service charges on loans to POs and PMICL 210 1,036
training expenses were Rs chl':cunr'ltn.e IJE invv&fsém;&nts;qd zavings ﬂu:;:;lunés 1,?32 1,314;
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9 million for FY 2017-18 4 oriization of deferred benef 149 142
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million). This included Rs ~ 2ferineome 230 2330
5 m”“?n. (FY 2016-17-Rs General and administrative expenzes 605 205
6 m|II|on) Spent ON  portfolio monitoring fee 55 74
trainings and Rs 4 million  Seminars, workshops and trainings g 16

Technical and other studies g7 i
(FY_ 2016 ;|'7 Rs 10 Provizion against loans ! service charges 16 108
mllllon) incurred ON  share of loss of associate - 2
seminar and Workshops_ Write-off of income tax refundable 6 -
: Financial charges 247 243
Technical and  other .

. X Total expenditure 1,035 1,030
studies 'ncre"’_‘s‘?d bY 26% SURPLUS BEFORE PROJECT AND RELIEF ACTIVITIES 1,299 1,302
to Rs 97 million in FY Project and relief activities 82 151
2017-18 (FY 2016-17 - RS other comprehensive income for the year 10 3
77 million). SURPLUS FOR THE YEAR 1,207 1,148

Based on policy for loan loss an additional provision Rs. 16 million was charged against service
charges receivable on loans to POs (FY 2016-17 Rs. 108 million).

The financial charges of Rs 247 million (FY 2016-17 - Rs 248 million) included Rs 97 million as
service charges on long term loans and Rs 150 million amortization of deferred benefit of below
market interest rate on long term loans and bank charges. PPAF spent Rs 82 million for FY 2017-
18 (FY 2016-17 - Rs 151 million) on project activities financed from its own resources. Rs 10



million has been recognized as re-measurement loss on account of actuarial valuation of PPAF
staff gratuity during the year.

Total expenditure was Rs 1,035 million at par with FY 2016-17 (FY 2016-17 - Rs 1,030 million).
Surplus before project and relief activities and actuarial losses was Rs 1,299 million as against
1,302 million in FY 2016-17. Net surplus for the year increased by 5% to Rs 1,207 million (FY
2016-17 — Rs 1,148 million).

Financing Agreements signed with the GoP required repayment of loan amounts along with service
and commitments charges from PPAF on the stipulated rates each year. PPAF remained current in
all its repayments to GoP. During the year, Rs. 1,101 million (FY 2016-17 - Rs. 856 million) was
repaid on account of principal amount of loan and Rs 99 million (FY 2016-17 - Rs 106 million) as
service charges to the GoP.

Total funds and reserves increased by 7% to Rs 17,874 million (includes Rs 1,000 endowment
fund) as at June 30, 2018 from Rs 16,667 million as at June 30, 2017. Total assets of the Company
reached Rs. 31,942 million on June 30, 2017 against Rs 31,259 million as at June 30, 2017, an
increase of 2%. Total loan payable were Rs 12,348 million on June 30, 2018 as against Rs 13,448
million as at June 30, 2017. The debt equity ratio improved to 41:59 (FY 2016-17 - 45:55).

Deferred liability and deferred income constitute advance amounts received from donors in respect
of ongoing projects. These funds are used for disbursements to POs under respective financing
agreement as well as for operational support for project activities to PPAF. The balances for
deferred liability & income at the end of year represent amounts to be disbursed to POs/ to be
utilized by PPAF for project specific activities. Total funds under these heads increased by 62%
to Rs. 1,629 million for FY 2017-18 (FY 2016-17: Rs. 1,006 million).

PPAF invests its surplus funds and reserves including capital adequacy reserve (Rs. 1,805 million)
and grant fund (Rs. 10,358 million) in short term, medium term and long term investments. All the
investments are done as per Treasury Management Strategy approved by Board of Directors of
PPAF. Total investments as at June 30, 2018 were Rs. 14,489 million (2017: Rs. 13,373 million).
These investments carry markup rates ranging from 5% to 11.5% per annum. In addition to these
investments, endowment fund received from GoP is invested in government securities as per the
terms of Endowment Deed and carry markup rate of 12% per annum (FY 2016-17: 12% per
annum).

During the year the cash and bank balances specific to project increased by Rs 851 million as
compared to last year mainly on account of receipt of funds under various projects. The project
funds were utilized for programme/operational activities as per the respective financing
agreements whereas own surplus funds were used as per the Company’s policy for short term and
long term investments. The Company has non project specific cash and bank balances of Rs 371
million at the end of FY 2017-18 which reduced by Rs. 78 million from last year. Detailed financial
projections are prepared and regularly updated to ensure availability of adequate funds for
operations at all times while generating optimum returns through placement of surplus liquidity in
various available investment avenues. The Company actively monitors its funds to ensure that the
investment portfolio of the Company is secured and well diversified. Current cash requirements



are adequately financed through internal cash generation by Company’s sound treasury
management without recourse to external financing.

By the end of June 2018, PPAF had expanded its partnership with more than 130 POs which
deployed resources in both urban and rural areas of 130 districts of the country in over 100,000
villages/rural and urban settlements. Aggregately, PPAF created over 135,000 community
institutions and 450,000 credit groups; enumerated a record spread of 8 million microcredit loans,
of which 4.8 million (60%) were to women with 80% of the financing extended in rural areas;
completed over 34,670 water and infrastructure projects benefiting over 2.3 million households;
supported 2,685 schools in which 378,500 children were enrolled; financed 935 community health
centers benefiting over 14.5 million people; transferred 111,500 assets to poor and organized over
18,000 training events for 1,136,000 staff and community members nationwide; disbursed over
450,000 interest free loans (66% female). PPAF also responded to the natural calamity by
facilitating over 1.8 million individuals through provision of relief items followed by rehabilitation
and reconstruction. This included financing to 122,000 households during the previous years for
construction of earthquake resistant homes and to build capacities of over 100,000 individuals in
seismic construction and related skills.

Auditors:

M/s EY Ford Rhodes, Chartered Accountants have completed the annual audit for the year ended
June 30, 2018, and shall retire at the conclusion of 22" Annual General Meeting. Being eligible,
they offered themselves to be re-appointment. The Audit Committee considered and recommended
their re-appointment for the financial year ending June 30, 2019. The Board also endorsed the
recommendations of the Audit Committee.

Conclusion:

Despite the extraordinary gains made in living standards in the country, a significant portion of the
population is still excluded from the benefits of rapid economic growth. Without access to basic
social services, they are vulnerable to illness, unemployment, and increasingly devastating natural
disasters. The aim of PPAF’s social development agenda is to reduce poverty, inequality, and
vulnerability among the poor by involving people and their communities, organizations,
institutions, societies, and provincial governments. Although PPAF’s record level of investment
is helping to improve the lives of millions, the need for development in poverty stricken areas
continues to escalate. Through the support of Government PPAF will continue to spend on basic
facilities such as health, education and small infrastructure besides enhacing and protecting
livelihoods of the poor to reduce poverty and respond to rising inequality.

Maintaining the momentum will require PPAF to continue improving its business model to become
even more nimble and adaptive in the way it operates. Delivering results in an evolving
environment, while upholding PPAF’s standards and quality, requires it to be flexible and creative.
PPAF is nurturing a culture of greater innovation, empowerment, and accountability.

Acknowledgement:



The recent changes the country has experienced have produced new and complex challenges.
PPAF must be relentless in facing them and the Board looks forward to working with you all to
do just that. The Board plays an important role in guiding the general operations and strategic
direction of the organization.

PPAF’s agile programs scale up operational improvements to help teams achieve and sustain better
results. This includes reducing paperwork and cutting red-tape, moving to a risk-based model, and
responding better to the needs of the communities with innovative products and services. The
Board is inspired by the positive response and engagement across the institution in support of these
efforts.

The Board would like to place on record its sincere gratitude to all members in general and those
who served in various committees of the organization in particular for their support, dedication
and help they extended in policy formation and technical matters.

The Board is pleased to report that the performance of all the Directors and General Body members
remained par excellence throughout the year and their contributions effectively steered the
Company with not only having achieved the targets, but also creating new benchmarks, while
maintaining its reputation for good governance.

The Company shall continue contributing towards the development of the communities through
sustained supply of premium quality interventions in addition to extension of technical expertise
for increased output.

We are deeply indebted to the General Body Members and those who served on the Board and
various committees of the Company in particular for the support, dedication and help they had
extended in continuation of our journey towards poverty alleviation.

Across the organization, we’re working to ensure that we have the knowledge, resources, and tools
to be effective and agile in the face of rapid change. We’re ready to scale up and strengthen our
engagement to help communities overcome their development challenges, create equality of
opportunity, and give everyone the chance to meet their aspirations.

We would like to express our thanks to our stakeholders particularly the Government of Pakistan,
the World Bank, the KfW — Development Bank (Germany), Italian Government, State Bank of
Pakistan, Securities and Exchange Commission of Pakistan and partner organizations, for the trust
shown in our interventions. We are also grateful for their support and confidence in our
management. Our partners and community institutions deserve profound appreciation for the hard
work they put on in making a difference in the lives of the poor.

PPAF’s dedicated staff members are doing an outstanding job every single day, often under
pressure and in complex and sometimes risky environments. This annual report presents examples
of recent ways we have supported communities’ progress.



The Board is very proud of the impressive results the staff achieved this year. It is also proud of
the management team who ensured PPAF had a stellar performance.

—

gé/r/)/‘\; ' \4\ - //,72 I~ — . f( k él&w »L‘/

Officer Chairperson

Islamabad
September 26, 2018



STRATEGY AND APPROACH

PPAF’s overarching aim is to alleviate poverty. Its understanding and experience about the
dynamics and dimensions of poverty has grown to recognize that poverty is not just about low
income levels but is endemic in households and communities which have limited opportunities,
few assets, low education and health status, lack of access to basic infrastructure and suffer
from lack of social, economic and political participation. This refined understanding has enabled
PPAF to expand its vision to encompass a Pakistan without hunger and poverty and its mission is
to reduce poverty in the country through a multipronged strategy which enables poor rural
households to increase their productive potential, reduce their vulnerability through investments
in assets, skills and access to services and increase their social, economic and political
participation. Recognizing the heterogeneity and diversity of Pakistan, PPAF remains model
neutral but is grounded by its values of inclusion, participation, accountability, transparency
and stewardship - and expects the same from all its partners and community institutions.

The challenge that the country faces is to lift 33%of the people out of poverty and protect another
36%who are vulnerable. Interms of number of households, this translates into assisting 8.7 million
households out of poverty and protecting another 9.5 million households from falling below the
poverty line. The challenge for PPAF has been to devise a strategy which helps people achieve a
sustainable increase in incomes as well as to deal with the other dimensions of poverty that
enhances their socio-psychological well-being.

Experience from various poverty reduction programmes have revealed that stand-alone poverty
reduction interventions of social protection alone do not provide a holistic solution to the complex
nature of extreme poverty. Social protection programmes at their own are an inadequate instrument
for building sustainable livelihoods and resilience against fluctuations and shocks. Social
protection can be effective in smoothing consumption and protecting existing assets, but
complementary interventions are needed to increase incomes and assets, and capacitate individuals
and households resources and quality of life.

PPAF’s theory of change regarding the pathways out of poverty has evolved based on its
experience on the ground and its growing understanding of the dynamics of poverty alleviation in
Pakistan. In its earlier phase, PPAF relied heavily on enhancing access to micro-finance as an
effective way to help people increase their productive potential. The most instructive lesson from
an analysis of our investment over time was that loans were not a powerful enough instrument for
those well below the poverty line. PPAF thus gradually expanded its program area to include those
sectors which were found to be integrally linked to its task of poverty alleviation. One of these is
agriculture which PPAF supports through provision of rural finance and investments in
infrastructure particularly rural roads, irrigation schemes, land development and enhancing the
skills of farmers. The improvement of social services specifically in areas of access to healthcare
and education for poor communities also became part of PPAF’s portfolio, in the recognition that
for long term solutions to succeed, people require as a minimum, to be educated and in good health.

PPAF’s theory of change bases all outcomes on the creation of empowered and participatory
community institutions (50% women’s participation, 60% participation of the poorest households)
that work inclusively to identify how they want their village/area to develop. Alongside strong



community institutions is the opportunity to expand livelihood options and improve the overall
quality of life of households with a focus on creating economic empowerment among women in
the area. One of the most significant and long lasting impacts of PPAF is likely to be its
investments in the institutional infrastructure in rural Pakistan. PPAF has been supporting its
Partner Organizations in establishing a grassroots network of more than 135,000 Community
Organizations (COs) along with another 440,000 plus credit and other groups across the country.
Thus PPAF has ready access to a large proportion of the rural poor population through its
partnerships. .

In 2009, with the aim to support poorest households to a level where they could access mainstream
microfinance, a pilot was launched by PPAF with International Fund for Agricultural Development
(IFAD) assistance. This model operated on the premise that the poorest households needed
tailored support matched to their circumstances and capacities to help them graduate out of
poverty. Depending on each household’s situation, it could comprise of cash grants, food aid,
subsidized employment, a productive asset or a combination of them to initially meet their basic
survival needs to then build sustainable streams of income. At the end of the intervention,
statistically significant impacts on all 10 key outcomes, ranging from food security, assets creation,
women decision making, to consumption and mental health etc. had been observed and validated.
PPAF’s livelihoods programme was initiated herewith with a focus on graduating households out
of poverty. The objective benchmark used for this purpose was the poverty score-card, a tool that
was utilized by Government of Pakistan (GoP) to undertake the first national socio-economic
registry that scored all households on a scale between 1 — 100.

Our Strategy - Graduating Households

SME finance &
business
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Pakistan’s Poverty Scorecard

Over the past five years, the experience of going to scale with its graduation programme has
resulted in the identification of a poverty graduation strategy that manifests PPAF’s vision into

reality. The diagram above provides an overview of the integrated yet contextualized strategy that



PPAF follows in order to graduate households. The next five years will be about delivering this
strategy with a core focus on:

Inclusion and mainstreaming of lagging regions and groups:
= Women
= Ultra poor and marginalised groups and households
= Remote and inaccessible geographic regions

Governance and sustainability:
= Enhancing the empowerment agenda at community level
= Creating the right linkages for improved public services (education and health, water and
sanitation, nutrition)
= Addressing conflict and strengthening civic engagement at local levels

The economy — graduating the poor:
= Poverty graduation extending from enhancing livelihoods of poorest households to
supporting SMEs development through a focus on value chains and producer groups
= Financial inclusion through PM Interest Free Loan Scheme and linkages with PMIC



Results Framework — 2018-2030 “Graduating the Poor to Prosperity”

PPAF Results Framework provides a roadmap for PPAF programmes and projects up to 2030 with
the main theme being to Graduate households and regions to prosperity (with poverty defined as
the set of multi-faceted deprivations — economic, social, political — that prevent people from living
a life with dignity). The indicators and targets, except where mentioned otherwise, correspond to
the operational areas of PPAF. PPAF’s Results Framework is aligned with the Sustainable
Development Goals (SDGs) and PPAF expects to contribute towards the Government’s
achievement of SDGs in its areas of operations.

The Results Framework, as approved by PPAF’s Board of Directors, is applicable to entire range
of programmes, projects, activities and operations undertaken by PPAF and will be good through
2030. Progress against the Results Framework will be measured every 2 years and finally in 2030
a comprehensive programme evaluation will be conducted to measure its relevance, effectiveness,
efficiency, impact and sustainability!. However, any adjustments and modification, if necessary,
may be introduced in between by the PPAF with the consent of its Board of Directors. This results
framework is an attempt to consolidate and focus PPAF’s energies for developing and
implementing programmes and project that are aligned with its vision, mission and value system.
Hence, it will not only guide the programme development but will also keep the programme
implementation on track. The new programmes and project PPAF designs will have direct
contribution towards the goals and targets set under this results framework.

The results hierarchy of PPAF Results Framework (Figure 1) flows from goals to targets to
indicators while the feedback loop flows in the reverse order. The programmes and projects
supported and implemented by PPAF contribute towards PPAF targets and then PPAF goals and
overall strategy.
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1. Graduate poor households out of their current
poverty band and out of the BISP registry.

Corresponding SDG:

1. End poverty in all its forms everywhere.

At least half of ultra-poor households (at baseline)
graduate to higher PSC band

At least 30% decrease (from baseline) in poor
households

75% of female-headed poor households and those
with people with disability (PWD) graduate out of
poverty

Communities have access to climate and disaster
resilient productive infrastructure to enable their
economic activities

2. Establish, strengthen and empower
institutions of the poor and for the poor.

Corresponding SDG:

16. Promote peaceful and inclusive societies for
sustainable development, provide access to justice for
all and build effective, accountable and inclusive
institutions at all levels.

At least 75% of the community institutions supported
by PPAF score above 80% on the relevant maturity
index

3. Improve mother and child health and
nutrition.

Corresponding SDG:

3. Ensure healthy lives and promote well-being for all
at all ages.

All pregnant women have access to antenatal and
postnatal care

All children under 5 years of age are healthy by
height

All children under 2 years of age are protected from
infectious diseases

4. Ensure boys and girls have access to quality
education up to at least lower-secondary level.?

Corresponding SDG:

4. Ensure inclusive and equitable quality education
and promote lifelong learning opportunities for all.

Net primary enrolment rate is increased to 100%

All of schools have functional PTCs/SMCs

The learning outcomes for children aged 5-16
improve by at least 20%

50% of primary and 40% of lower-secondary
enrolment is of girls

5. Support gender equality and empower women
at all levels.

Corresponding SDG:

5. Achieve gender equality and empower all women
and girls.

At least 50% of PPAF interventions direct
beneficiaries are women

The economic and productive use and benefits of
women focused PPAF interventions are managed by
women

At least 50% of executive body members in
VOs/TTOs are women

At least 50% of women-identified priorities are
included in village development plan (VVDPs)

All of PPAF programming has gender disaggregated
action plans and budgeting

At least 50% of PPAF’s programme budget is
allocated to women focused interventions

6. a) Ensure access to safe drinking water and

Water strategy developed for PPAF incorporating




sanitation.

b) Develop effective water conservation and
management systems at local level

Corresponding SDG:

7. Ensure availability and sustainable management
of water and sanitation for all.

mechanisms for implementation and assessment of 6a
and 6b.

Entire population has access to safe drinking water

At least 80% of population has access to sustainably
managed sanitation services

Groundwater levels remain static or are increased to
sustainable levels in all IAUP areas

All Irrigation related schemes show reduced / more
effective use and management of water

8. Enhance access to sustainable and affordable
energy solutions for off grid communities.

Corresponding SDG:

7. Ensure access to affordable, reliable, sustainable
and modern energy for all.

At least 50% of off-grid households have access to
electricity through renewable energy

Innovative partnerships for renewable energy
solutions are encouraged

9. Enhance sustainable and resilient livelihood
opportunities

Corresponding SDG:

8. Promote sustained, inclusive and sustainable
economic growth, full and productive employment
and decent work for all.

The average family income in PPAF target
households is increased by 300% of the baseline

The beneficiaries of PPAF asset transfer make
sustainable use of the assets

At least 80% of men and 50% of women have access
to some form of financial services

10. Create and strengthen partnerships for
innovation and change

At least 75% of PPAF supported third-tier
organisations (TTOs) demonstrate internalisation of
PPAF values

Local government institutions are strengthened to
deliver services to poor communities

Enhanced presence of PPAF on policy-making
forums

PPAF invests into and catalyses partnerships for
innovation and change

11. Enhance value driven stewardship towards
operations

Operational efficiency and programmatic
effectiveness increases across PPAF operations




PROGRAMME OVERVIEW

a) Program for Poverty Reduction (PPR)

Project for Poverty Reduction (financed by Government of Pakistan (GoP) through Italian
Government funding) has allocation of EUR 40 million of which EUR 2 million is for tied
component i.e. funds allocated towards the procurement of goods and services of Italian origin.
The objective of PPR is establishment of a social and productive infrastructure system and an
effective/sustainable social safety net in project area (Balochistan, KPK and FATA). PPR is being
implemented in 38 Union Councils of 14 districts of Balochistan, KP and FATA through 17 POs.
As of June 30, 2018 EUR 31.6 million were disbursed (79% of the total financing). Implementation
progress under untied component as of June 30, 2018 is as follows:

Status as of June

Indicators with Components

30, 2018
Number
Social Mobilization and Institution Building
Formation & strengthening of community organizations 4,223
!:orr_nat_ion & strengthening of 2nd tier (village level) community 648
institutions
Number of Community members trained 23,251
Number of staff members trained 1,036
Livelihoods, Enhancement and Protection (LEP)
No. of Livelihood Investment Plans developed 5,041
No. of Common Interest Groups formed 278
Number of Community Resource Persons (CRPs) trained 390
No. of individuals received skills/entrepreneurial training 23,888
No. of ultra and vulnerable poor received productive assets 6,362
Number of Loan center established through Community 9
Livelihood Fund (CLF)
Community Physical Infrastructure (CPI)
No. of Water and Infrastructure projects completed 1,063
No. of beneficiary households 90,401
No. of population beneficiaries 665,847
Basic Health & Education Services
School facilities constructed or renovated 779
Children benefitting from schools 107,925
Health centers constructed, renovated and/or equipped 114
Beneficiaries/patients treated from health centers 1,185,375

Progress under Tied component as of June 30, 2018 is as follows:

e In the work plans of the tied component, a series of capacity building activities were planned
and conducted for PPAF staff and Pakistani Government officials from relevant departments.
The aim was to familiarize stakeholders with the Programme’s objectives and transfer
knowledge and skills relevant to the Programme. These activities involved study visits to Italy
and training consultancies involving Italian experts coming to Pakistan. Till June 30, 2018,



five study visits were conducted. In these study visits, a total of fifty five (55) participants
visited Italy. These included forty eight (48) participants from PPAF and seven (07) from
different government departments. These study visits were to receive; overview of the rural
development work and learn from leading institutions; business models of entrepreneurial
development and gaining knowledge in sectors like eco-tourism, minerals/marbles, olives,
livestock (leather) handicrafts and traditional embroideries, renewable energy, hydro
generation system, integrated water management and pressurized systems, Learning
environment safeguards, with special focus on adaptation measures; and studying modalities
of child-friendly and participatory learning techniques for the primary schooling system.
Additional study visits in pipeline are specifically designed for staff of POs, community
beneficiaries specifically Community Resource Persons (CRPs) and government officials,
(specific departments like agriculture and agri-research, education, health and disaster
management etc.). The capacity building activities will supplement the overall implementation
of Programme activities. These activities will be executed once Programme timeline is
extended.

The project completion date is September 12, 2018. PPAF has requested for extension in Tied
Component till September 30, 2019 and Untied Component till March 31, 2020

b) Prime Minister’s Interest Free Loan

The Government of Pakistan initiated Rs. 3.5 billion Prime Minister’s Interest Free Loan (PMIFL)
Scheme to support productive microenterprise activities of poor, vulnerable and marginalized
households, not yet tapped by the microfinance sector, so that they may engage in productive
economic activities that will improve their lives and allow them to positively contribute to
the economy. Based on its previous experience, PPAF was mandated by the Government of
Pakistan to design, mobilize, implement and monitor the PMIFL Scheme. The POs have
established loans centers at UC levels and funds are disbursed to beneficiaries as interest free loans
as per predefined eligibility criteria. The community institutions are involved in different activities
within this model under the supervision of POs. Eventually, the funds will be transferred to eligible
Community Institutions which will continue revolving these funds on sustainable basis.
Implementation progress as of June 30, 2018 is as follows:

Partner Organizations (POs) 26
Coverage Districts: 45 UCs: 442
No. of Loan Centers/Branches established 291
Funds Disbursed from PPAF — PO (Rs in million) 3,502.7
Funds Revolved PO — Borrowers (Rs in million) 10,835.5
449,673
No. of Loans Disbursed to Borrowers Male Female
153,038 (34%) [ 296,635 (66%)
Average Loan Size (Rs) 24,096

c) Livelihood Support and Promotion of Small Community Infrastructure Project
(LACIP-I)

The project (financed by GoP through funding of KfW — Development Bank of Germany) started

in the year 2012 and is being implemented in 57 Union Councils of 8 districts of KPK. The overall

project size is EUR 31.5 million. The project involves support to livelihood measures and



promotion of small community economic and social infrastructure in KPK. The purpose of the
project is to increase access to and sustainable utilization of social and economic infrastructure by
the population of the project region; increase employment and income opportunities, especially
for the poor; strengthen local civil society and enhanced participation of the population in the
decision making at the local level. As of June 30, 2018 EUR 30.56 million were disbursed (97%
of the total financing). The closing date of LACIP 1 is September 30, 2019. Implementation
progress as of June 30, 2018 is as follows:

Status as of

Indicators with Components June 30, 2018
Number

Component: Institutional Development & Social Mobilization

1 Community organizations formed/revitalized 4,760
2 Village organizations level formed 398
3 Union Council level organizations formed 38
4 Membership in community institutions (34% female) 95,337
Component: Water and Infrastructure
5 Water and Infrastructure projects completed 2,012
6 Beneficiary households 167,664
7 Population benefitted (51% female) 1,244,802
Component: Livelihood, Employment and Enterprise Development
No. of ultra/vulnerable poor received productive assets (44%
; female) 8,759
No. of individuals received skills/entrepreneurial training (34%
10 female) 5,315
Component: Education, Health and Nutrition
11 [ Total Enrolment 32,033
Boys 18,150
Girls 13,883
12 [ Total Patients (A+B) 76,760
Adults (A) 47476
Men 9,955
Women 37,521
Children (B) 29,284

d) Hydropower and Renewable Energy (HRE) Project

The HRE project (financed by GoP through funding of KfW — Development Bank of Germany)
started in the year 2013 in KPK. The overall objective of the Project is to contribute to the
improvement of the general living conditions and quality of life of the poor in KPK province. The
project concerns about the financing of micro/mini hydropower plants, solar lighting systems,
integrated water efficient solar irrigation systems and pilot projects in renewable energy in KPK.
The overall project size is EUR 10 million. The project is being implemented in 8 union councils
of 6 districts of KPK; Swabi, Chitral, Upper Dir, Buner, Lakki Marwat, and Karak. As of June 30,



2018 PPAF had disbursed EUR 6.76 million (68% of total financing). The closing date of HRE is
December 31, 2018. Implementation progress as of June 30, 2018 is as follows:

Status as of
Indicators with Components June 30, 2018

Number

1 Micro Hydropower Project (MHP)

1.1 No. of Sites Identified 05
1.2 No. of Projects designed and initiated 05
2 Solar Lighting Systems (SLS)
2.1 No. of Projects Identified 68
2.2 No. of Projects designed and initiated 68

e) Livelihood Support and Promotion of Small Community Infrastructure Program
LACIP 11

PPAF and KfW signed Agreement for the Project ‘Livelihood Support and Promotion of Small
Community Infrastructure Program’ (LACIP II) with project size of EUR 10 million. The objective
of the project is to contribute to greater political participation of villagers in decision making in
tehsil and village councils by supporting the implementation of decentralization reform in three
districts of KPK. LACIP-II is planned to be implemented in three years till December 2020. The
geographical outreach of the project covers 12 union councils including 36 village councils of
districts Buner, Lakki Marwat and Shangla. These districts have been selected based on a poverty
assessment carried out by KfW Consultant in close coordination with the PPAF. The three
Programme components include (i) Institutional Development; (ii) Livelihood Enhancement and
Protection and (iii) Community Physical Infrastructure.

As of June 30, 2018 PPAF Board of Directors have approved funding for three POs to carry out
design phase activities. POs are in process of getting NOCs from provincial authorities in order to
carry out activities in the field.

f)  National Poverty Graduation Program

On the request of GoP (Ministry of Finance and EAD) the IFAD has appraised PPAF for National
Poverty Graduation Programme. The overall goal of the programme is to assist the ultra-poor and
very poor in graduating out of poverty on a sustainable basis; simultaneously improving their
overall food security, nutritional status and resilience to climate change. The Development
Obijective is to enable the rural poor and especially women and youth to realize their development
potential and attain a higher level of social and economic wellbeing through a proven flexible and
responsive menu of assistance following the toolbox approach.

Total programme cost, including price and physical contingencies, is US$ 150 million. The foreign
exchange component is estimated at US$ 100 million. IFAD will cover US$ 100 million
(agreement for US$ 82.6 million has been signed and the balance amount will be provided by the
third year of the project) and GoP through PM Interest Free Loan Scheme will cover the remaining
US$ 50 million. Project period is six years. The project will be implemented all over the country
in 375 union councils of 21 districts.

PPAF hired a third party for the selection of POs to implement asset transfers and related social
mobilization activities. Call for Expression of Interest (EOI) was advertised in national dailies.



Potential Partner Organizations (PPOs) submitted their EOls. EOls of PPOs were evaluated as per
criteria the PPOs were qualified, and Request for Proposals (RFPs) was shared with them for the
submission of maximum 02 proposals (for 02 Districts). A total of 126 detailed proposals were
received by the firm. Technical and financial proposal’s scores per district were allotted by the
firm. PPAF senior management reviewed the scoring and ranked the PPOs based on previous
experience with PPAF (past performance); ranking of partners on PPAF’s watch list; only PPOs
with a technical score of 35 and above were recommended for the field appraisal.

Based on technical and financial scores by the third party firm and ranking by PPAF made the
final selection of POs on the basis of field appraisal report submitted by the firm. PPAF’s Board
of Directors in its meeting on June 26, 2018, approved selection of POs for NPGP. PPAF is
awaiting opening of bank account and completion of other necessary formalities after which the
project activities will commence.

g) Poverty Graduation Pilot for Afghan Refugees and their Hosting Families in Pishin -
Balochistan and Swabi - KPK

Pakistan has been hosting Afghan refugees for the last three decades and around 1.5 million
registered Afghan refugees continue to reside in different parts of the country, mostly in settled
camps. Apart from registered Afghan refugees, an equal number of refugees are residing as illegals
with host families or constantly moving from place to place without proper settlement. Baseline
data from UNHCR shows that there is a large category of poor and poorest families for whom,
some viable solution for sustainable livelihoods is of essence. A poverty graduation approach
which targets such households and supports them to move up and out of poverty is considered to
be the best intervention for such segments of societies. To address the aforementioned gaps,
UNHCR approached PPAF for partnership to implement poverty graduation project on pilot base
in two districts — one each in Balochistan and KPK. After signing of project financing agreement
with UNHCR, PPAF advertised seeking Request for Proposals. Through rigorous procurement
processes, two organizations namely Youth Organization from Balochistan and Center of
Excellence for Rural Development (CERD) from KPK were selected to implement the project in
district Pishin and Swabi respectively.

The project has been designed for 18 months from July 2017 till December 2018 which is being
implemented in two phases. The inception phase (Rs 9 million) was for six months (July to
December 2017). During this phase the project focused on formation of community institutions,
village development plans, and identification of 2,000 households for graduation and 2 market
assessments (Pishin & Swabi). The Phase-1l (Jan 2018 to December 2018) involves financing of
Rs 138.45 million (UNHCR share Rs: 123.128 million and PPAF Share Rs: 15.331 million) and
aims at gradual maturity of the Cls formed during inception phase, capacitating the entrepreneurial
skills of the deserving households prior to providing them productive assets and form/strengthen
common interest groups (CIGs) for collective business operations. Finally, poverty level of the
households will be assessed again who were given assets or loans at the cost.

h) Projects financed from Own Resources

Dera Bugti Project

PPAF is undertaking multi-sectoral intervention for the development of Dera Bugti from its own
resources. Total 4 UCs namely Baiker, Kalchas, Phelawagh and Sham of tehsil Phelawagh where
Masuri tribes of Bugti are the origin are part of the relief, assistance, rehabilitation and



development programme of PPAF. Implementation progress of Dera Bugti project as of June 30,
2018 is as follows:

Status as of
June 30, 2018

Indicators with Components

Number

Social Mobilization and Institution Building
Formation & strengthening of community organizations 286
!:orr_nat.ion & strengthening of 2nd tier (village level) community 61
institutions
Formation & strengthening of 3rd tier (union council) community 4
institutions
Number of Community members trained 1,345
Number of staff members trained 29
Livelihoods, Enhancement and Protection (LEP)
No. of Livelihood Investment Plans developed 717
No. of Common Interest Groups formed 5
Number of Community Resource Persons trained 17
No. of individuals received skills/entrepreneurial training 60
No. of ultra and vulnerable poor received productive assets 717
Community Physical Infrastructure (CPI)
Water and Infrastructure projects completed 61
Beneficiary households 2,695
Population benefited (47% female) 18,862
Basic Health & Education Services
School facilities constructed or renovated 1 Boys Hostel

Renovated
Health centers constructed, renovated and/or equipped 1 BHU Renovated
Beneficiaries/patients treated from health centers 3,896

Capacity building of small grant project for Balochistan, FATA & KP
PPAF through its own resources initiated project for small organizations. The objective of this
Project is to provide technical assistance and support to the small/new partner organizations and
enhance their capabilities as social entrepreneurs with specialized technical capacity and provide
initial operational support to help setup the basic and mandatory equipment’s, tools and
communications for working effectively at grassroots level.
20 small organizations were considered eligible and recommended for technical and financial
assistance under the project. Selection of POs is based on the rigorous eligibility criteria of the
PPAF. The following criteria has been adopted for selection and assessment of the small
organizations
« The organization is found small in size (resources, staff, geographical presence and donor
reach included)
« The organization represents the community at district level-board members and employees
are mostly local



« The organization has a technical expertise/niche beyond simple community mobilization
and maintains a focus on gender related issues/capacity building.

Total amount of Rs. 13.585 Million has been disbursed to small organization capacity building
project till June 30, 2018. Orientation of small grant project has been completed. Training firm
hiring is in process for conducting the capacity building of small partner organization.

Tabeer-O-Tameer Fund

The core approach of PPAF is to support households to form self-help community institutions,
remains the foundation of all PPAF work. This is not a one-off instrument of poverty alleviation,
but requires consistent nurturing so as to build empowered communities. To achieve this agenda
PPAF Board of Directors approved Tabeer-O-Tameer Fund (TTF) through PPAF’s own resources.
For the “Mentoring and support for Community Institutions (LSOs/VOs), in High Priority
Districts” data set of community institutions available with PPAF has been organized and
consolidated. Community Institutions that are located in PPAF’s high priority Regions/Districts
i.e. appearing as Red and Orange, in PPAF Districts Prioritization Map (based on lowest HDI
index, food security and Social mobilization, produced in 2012 by PPAF), are eligible for the first
batch of financing under which a total of 100 Third Tier Organizations are taken on board with the
technical support from 11 POs.

Chamalang Balochistan Education Program (CBEP)

Chamalang Education Program was initiated by Chamalang Tribal Education Committee
supported from the funds generated from Chamalang Coal Mines. The funds were placed at the
disposal of Mineral Development Department in a separate account specifically for the welfare of
the target beneficiaries. PPAF was approached for support to students who were studying in Kohlu
for school fees, books and uniform.

There are two phases of this program. Under first phase PPAF provided support to more than 3000
students of Chamalang Education Program in 2012-14. The students were facilitated in terms of
two heads which are tuition fee, provision of text books, uniforms, shoes and stationary. The
support was remained intact till Dec 2014. Total Rs.109 million were paid to the schools
management for the support in the above mentioned heads by engaging two PO (PIDS and Taragee
Foundation). Major impact of the program was to enroll out of school children from militancy hit
areas of Kohlu and Lasbela and enrolling them in reputable school where they are getting quality
educational services without paying anything. Under phase Il (which has commenced from 01
October, 2017) 932 students including 98 girl’s students of 15 (9 schools of kohlu and 6 schools
of Loralai) are supported. The total budget for this phase is Rs 35.11 million Rupees. This program
is supervised by Pakistan Army with the support of Chamalang Education Committee. As of June
30, 2018 PPAF disbursed Rs. 8.09 Million under the project.



Pakistan Microfinance Investment Company (PMIC)

PMIC, incorporated on August 10, 2016, was setup jointly by PPAF, Karandaaz Pakistan (financed
by DFID) and KfW to catalyze and lead the next phase of growth in the microfinance sector of
Pakistan. The shareholding percentage and amount of initial investment in PMIC is as follows:

Equity Board
Investor Share Investments | Nominations Remarks

PKR in

%age billions Numbers

PPAF 49% 2.85 3 1 Independent Director
KARANDAAZ | 38% 2.16 2 1 Independent Director
KfW 13% 0.82 1
CEO 0% 0 1
Total 100% 5.83 7

PMIC is an associated company of PPAF by virtue of one common director (Mr. Qazi Azmat Isa)
and PPAF having 49% shareholding in PMIC.

Loan Portfolio Management

For management of loan portfolio already deployed with POs, a Loan Portfolio Agreement was
signed between PPAF and PMIC on November 17, 2016. As per the said agreement PPAF has
appointed PMIC to perform services which mainly include (i) desk and field monitoring; (ii)
follow-up on late payments upon intimation by PPAF; (iii) providing recommendations on
restructuring requests by POs. PPAF retains all risks, rewards and control over these loans. As
compensation for PMIC Services rendered PPAF pays PMIC fee of one percent (1%) p.a. based
on the actual average daily value (calculated on the basis of a 365-day calendar year) of the
outstanding principal. As of June 30, 2018 the loan portfolio managed by PMIC stands at
Rs.566.23 million. During the financial year 2017-18 PPAF paid Rs 128.3 million as a fee to PMIC

Subordinated Debt to PMIC

PPAF agreed to provide the amount received from its POs on account of principal repayment of
loan as subordinated debt to PMIC. For provision of shareholder loan PPAF and PMIC signed
Master Loan Framework Agreement on November 17, 2017. During FY 2017-18 PPAF paid Rs
8.43 Billion as subordinated debt to PMIC. As of June 30, 2018 an amount of Rs. 10.246 Billion
has been transferred by PPAF to PMIC the details of which are as follows:

Date of Amount Rs. First recovery Last recovery due
disbursement In millions due on on
Jun 1, 2017 824 Oct 7, 2018 Oct 7, 2031
Jun 29, 2017 994 Jan 7, 2019 Jan 7, 2031
Aug 8, 2017 1,663 Jan 7, 2019 Jan 7, 2031
Nov 3, 2017 2,869 Jan 7, 2019 Jan 7, 2031
Dec 28, 2017 350 Jan 7, 2019 Jan 7, 2031
Jan 29, 2018 2,131 Jan 7, 2019 Jan 7, 2031
May 3, 2018 1,000 Jan 7, 2019 Jan 7, 2031
Jun 4, 2018 417 Jan 7, 2019 Jan 7, 2031
10,248

* Interest payment is on quartlery basis.
Financial Highlights
Summary of financial position of PMICL is as follows:



Rs in million

June 30, 2018

June 30, 2017

Current assets 2,038 3,584
Non-current assets 16,531 4,153
Current liabilities (271) (38)
Non-current liabilities (12,223) (1,818)
Equity 6,075 5,881
The carrying amount of PPAF’s investment 2,976 2,882
Summary of income statement of PMICL is as follows:
Rs in million

July 1, 2017 to
June 30, 2018

August 1, 2016
to June 30, 2017

Income 1,170 267
Administrative expenses (282) (219)
Other operating expenses (25) -
Other income 34 24
Finance costs (521) (5)
General provision against loan portfolio (133) (42)
Profit before taxation 242 25
Taxation (49) (28)
Profit/(loss) for the year/(period) 193 (4)
PPAF’s share of profit/(loss) 95 (2)

PMIC Portfolio -Snapshot (June 30, 2018)
Active Clients PMIC Funded 580,000
% of Women Active Clients 85%
PMIC Borrowers PAR > 30 Days for PMIC Funded portion 0.27%
PMIC Borrowers PAR > 30 Days 0.54%
No. of profitable Borrowers 20/20

Microfinance Plus Initiatives of PMIC:

a.
b.

C.

Graduating clients out of poverty — 5,000 client graduated by June 2018.

Crop and Livestock insurance for small farmers and herders —2,351 acres and 6,930
animals insured

Digitization of microfinance operations of 8 small Micro Finance Institutions (MFIs) —
UBL Omni and Telenor Easy Paisa and Jazz Cash engaged

Enterprise Development - 870 clients provided larger size loans, 1,740 jobs created. Cash
flow based appraisal tool training conducted for credit officers and branch managers of
MFIs

Renewable Energy —400 loans deployed, facilitated collaboration between 2 MFIs and
quality certified RE Vendors

KfW Renewable Energy -Interim report on Scaling Up Financing for Solar Home Systems
received (Feasibility study)



g.
h.

Collaborating with Asian Development Bank for Micro Finance Risk Participation and
Guarantee Program.

In May 2018, PMIC and Opportunity International (OI) signed an agreement to engage in
“Education through Microfinance”, a project to finance and support low cost private
schools in Pakistan.

SonaWelfare Foundation — MOU of PKR 260 million signed to implement Agriculture
Value Chain for 5,000 smallholder rice farmers in districts Nankana Sahib, Sheikhupura
and Gujranwala

KfW has offered subordinated debt of EUR 15 million.



ASSESSMENTS AND RATINGS

Third Party Assessments:

Ratings and institutional assessments aim to provide objective analysis of an institution and to
benchmark that institution on a scale that allows it to be compared with other institutions. An
independent third party assessment provides a neutral setting to assess performance of any
organization in a selected domain and provide evidence for same. The need for third party
assessment is becoming crucial as the third party assessments bring accountability and control over
programs.

Assessments and evaluations are integral part of PPAF to improve future policy, programs and
projects through feedback and lessons learnt. PPAF place high priority on the third party
assessments/studies and on their significance to ensure consistency persists in the operations
implemented by PPAF.

Key findings of third party independent assessments on PPAF operations are summarized as
follows:

a) Mid Term Evaluation (MTE) of Prime Minister Interest Free Loan by MM Pakistan Pvt.
Ltd.:

A midterm evaluation of PPAF Prime Minister Interest Free Loan interventions pertaining to micro
credit schemes was conducted by MM Pakistan Pvt. Ltd. The objective of the study was to assess
and evaluate PMFIL Program’s performance related to its objectives and intended outcomes and
to identify best practices, lessons learnt areas of improvement and suggest corrective measures.
Using multi-stage stratified systematic random sampling method, 19 districts (out of 44 districts)
were selected as part of the sample. From the sampled districts, 4,120 beneficiaries (Male 1,636
& Female 2,484) were selected for household interviews. 27 Focused Group Discussions (14 with
women and 13 with women) were conducted with 236 individuals. 22 In-depth Interviews (IDIs)
were conducted with the officials of community institutions (Cls) and 22 IDIs were conducted
with the officials of POs. While selecting the sample, representation in terms of gender, geography
and ethnicity was taken into consideration.

Key Findings Related to Prime Minister Interest Free Loan:

Programme Results Achievements as Reported in MTE

At least 60% of the targeted borrowers 74.6% of the respondents had graduated to

graduated to higher scores on the Poverty higher scores.

Score Card (PSC).

At least 60% of target community 77.8% of the beneficiaries had reported

members/borrowers report a minimum of increase in monthly income by 25% or

25% increase in household incomes and/or more.

assets.

At least 50% of targeted Third Tier 64% of the Third-Tier Community

Community Institutions of the poor report Institutions reported that they have

improved linkages with government line established and improved linkage with the

agencies, market and private sector. concerned institutions.

At least 50% of those targeted are women. 60.3% of the PMIFL beneficiaries
interviewed were female.




Environment friendly practices reflected Overall 94% of the beneficiaries reported

during the development of business that their business/micro-enterprises were

development plans, loan appraisal process not associated or involved with activities as

and utilization of financial services. identified in the negative list of PPAF’s
Environment & Social Management
Framework (ESMF).

At least 90% of the IFL amount are utilized | 94.8% beneficiaries had utilized full loan

for productive purposes, as set in business amounts for their businesses.

development plans, developed during
appraisal stage.
At least 95% of average repayment rate 97.4% of the beneficiaries had completed
maintained from beneficiary households to the loan repayment.
the Branches/ Loan Centers.

b) Mid Term Evaluation of Program for Poverty Reduction (PPR) by APEX Consulting
Firm:

The primary purpose of this study was to assess and evaluate Program outcomes and performance
and to identify gaps, best practices and lessons learnt related to Program objectives and outputs,
key interventions and implementation approach.Sampling of the evaluation was done through
multistage sampling technique using multistage stratified systematic random sampling was applied
while selecting sample districts, UCs, villages and target households for interviews. Geographical,
ethnic and gender representation was taken into account.

APEX Consulting selected 7 districts (out of total 14 districts) from Balochistan and KP. In the
second stage, three revenue villages were selected randomly for each intervention from one
district. Thus, a total of 84 villages were selected for all intervention from seven districts. 1637
beneficiary households were selected (considering 95% confidence interval and 5% margin of
error) for household interviews. Equally distribution of male and female respondents was ensured.

Key Findings Related to Program for Poverty Reduction:

Programme Results | Achievements as Reported in MTE

Goal of the Program

At least 25% of the targeted poor (0- 42% of the targeted poor (PSC 0-23) households
23) households including female including female headed household (43%) in
headed household (FHHSs) in program | program area graduated out of poverty (PSC>23).
area graduated out of poverty (>23).

Purpose of the Program

At least 60% of the poor and 50% of 85% of the extremely poor (0-11), 67% of the
the poorest households (0-18) move to | chronic poor (12-18), and 54% of the transitory

a higher score on PSC (including poor (19-23) HHs moved to higher score on PSC
FHHSs.) (including FHHS).

At least 40% of the target group have 36% of the target group have their income

their income increased by 20% increased by 20% (including 36% FHHS).
(including FHHSs.)

At least 60% of the community 69% of the community institutions are viable and

institutions are viable and sustainable. sustainable.




At least 80% of the beneficiaries report
satisfaction with the program supported
interventions.

Overall 97% of the beneficiaries reported
satisfaction with the program supported
interventions.

Minimum EIRR of 20% and FIRR of
25% of investment of the program
interventions.

FIRR is 50.0% and EIRR is 50.1% of investment of
the program interventions®,

At least 40% of the community
institutions including 40% of women
community institutions (WCIs)
continue to regularly update,
implement and monitor their local
development plans.

As per analysis of findings of FGDs 100% of the
Cls (including 48% W(ClIs), reported that they
continue to update, implement and monitor their
local development plans.

At least 75% of infrastructure schemes
are in use and well maintained, catering
to the target communities, especially
poorest households and at least 50% of
these schemes are directly benefitting
women.

As per analysis of FGDs 100% of Cl members
reported infrastructure schemes are in use and well
maintained catering to the target communities,
especially poorest households (56%) and directly
benefiting women.

Social Mobilizations & Institution Buil

ding

At least 60% of households in targeted
Union Councils (UCs) are members of
community institutions with 40%
women Membership.

45% of households in targeted Union Councils
(UCs) are members of community institutions with
39% women Membership.

At least 60% of targeted poor (0-23)
and 60% of poorest (0-18) households
are members of community
organizations.

81% of targeted poor (PSC 0-23) and 50% of
poorest (PSC 0-18) households are members of
community organizations.

At least 4,500 community institutions
including 4,000 1st tier, 500 2nd tier
and 38 3rd tier organizations formed
and 60% of these meet regularly and
are viable and sustainable.

4,444% Cls including 3,825 first tier, 578 second
tier, 41 third tier organizations are formed and 70%
of these are meeting regularly and also viable and
sustainable.

At least 60% of 1st tier organizations
including WCls clustered into village
level organizations and at least 40% of
these including WCls are federated at a
higher / union council level.

80% (3,060) of 1st tier organizations including 42%
(1,274) WCls clustered into village level
organizations and 79% (457) of these including
12% (57 WCls) are federated at a higher / union
council level®.

At least 50% of inclusive institutions
including 50% WCls show evidence of
democratic decision-making in relation
to internal organizational management
and external decision-making.

As per analysis of findings of FGDs, 100% of the
Cls (including 48% with WCIs) reported that they
adopt democratic decision making process in
relation to internal organizational management and
external affairs.

3 The results are pertaining to CPl component only
4 As per PO’s progress data as of Dec 31, 2018
5 From PO’s progress data as of Dec 31, 2016




25% of the office bearers of the 3rd
tiers community institutions are
women.

18% of the office bearers of the 3rd tiers
community institutions are women.

70% of the priorities identified by
WCls are included in village
development plans (VDPs) and UC
development plans (UCDPs), and 40%
of WCls are involved in implementing
project interventions.

50% of the priorities identified by WCls are
included in village development plans (VDPs). As
per analysis of findings of FGDs with WCls, 64%
of the WCls are involved in implementing project
interventions.

70% of conflicts registered with
community institutions are mediated
through participatory process.

99% of conflicts registered with community
institutions are mediated through participatory
process.

Livelihood

At least 60% (40% in Draft) of poorest
(0-18), in particular women (50%
FHH), elderly and disabled (40% of
identified persons with disabilities
(PWDs) within population), benefit
from diversified income sources.

46% of poorest (PSC 0-18), in particular women
(PSC 46% FHH) benefited from diversified income
sources.

Communities that have received
Community Livelihood Fund (CLF)
revolve savings for internal lending and
maintain at least 95% repayment rates.

As per analysis of findings of KlIs with COs, 10
out of 24 COs received CLF and they revolved
savings for internal lending.

50% beneficiaries (40% women) got
self-employed or employed to other
sources as result of skills trainings.

86% beneficiaries (57% women) got self-employed
or employed to other sources as result of skills
trainings.

At least 70% of livelihood beneficiaries
(at least 40% women and 30% PWDs)
report at least 20% increase in asset
base and/or net income over the
program period.

34% of livelihood beneficiaries reported at least
20% increase in net income over the program
period. 61% beneficiaries who were provided
livestock assets reported an increase in their asset
base.

Health

Rehabilitation/support to 76 BHUSs.

Rehabilitation/support to 43 BHUs against the
target of (for mid-term period) 56 BHUs as of
December, 2016.

Essential primary health care services
are available and accessible to more
than 80% of the targeted communities
including 60% women.

Essential primary health care services are available
and accessible to 29% of the targeted communities
including women.

20 % increase in primary healthcare
services utilization by communities’ at
targeted health Facilities.

As per analysis of findings of KII'’s data 29%
increase in primary healthcare services utilization
by communities’ at targeted health Facilities.

20% of pregnant women from the
target households received ANC &
PNC services in target areas.

80% of pregnant women from the target households
received ANC & PNC services in target areas.




30% of targeted households reported
increase in hygiene related knowledge
and practice.

73% of targeted households reported increase in
hygiene related knowledge and practices.

40% reduction in the number of
children under-5 who are stunted.

Relevant data for stunting at baseline was not
available. Evaluation team also consulted MICS KP
and Balochistan reports to compare these as
baseline benchmarks but MICS reports of both of
the said provinces lacked specific data about
prevalence of child-stunting®.

50% reduction of anemia in women of
reproductive age.

As per analysis of findings of KllIs with health
service staff 40% reduction of anemia in women of
reproductive age.

At least 70% of the beneficiaries report
satisfaction with the PPAF supported
health facilities.

47% of the beneficiaries rated health support as
very good, 27% good and 21% satisfactory and 5%
remarked as poor.

Education

Establishment of 200
Enterprise/community schools/learning
centers and rehabilitation of 500
government school.

66 Enterprise/community schools/learning centers
have been established and 195 government schools
rehabilitated” against the target of (for mid-term
period) 140 Enterprise/community schools/learning
centers and rehabilitation of 352 government
schools as of December, 2016.

60% of all out of school children are
enrolled annually, and are tracked by
name to ensure they attend school
throughout the life of the project and
beyond. At least 50% of children
enrolled under PPR project are girls.

As per analysis of findings of KllIs with schools
staff, 71% respondent observed that out of school
children are enrolled.

As per survey data, 53% of children enrolled under
PPR are girls.

At least 70% of the beneficiaries report
satisfaction with the PPAF supported
education facilities.

60% of the beneficiaries rated health support as
very good, 30% good and 9% satisfactory and 1%
remarked as poor.

CPI

2,277 disaster resilient, gender
sensitive, PWDs friendly infrastructure
projects completed.

496 disaster resilient, gender sensitive, PWDs
friendly infrastructure projects completed as of
December 31, 2016% against the target (of mid-
term period) 707 disaster resilient, gender sensitive,
PWDs friendly infrastructure projects as of
December, 2016.

100% of the infrastructure schemes are
disaster resilient, gender sensitive and
PWDs friendly.

84% of the infrastructure schemes are disaster
resilient, gender sensitive and PWDs friendly.

6 Currently, 67% and 20% are moderate and severely stunted
7 From PPR Programme Report for the quarter Oct-Dec, 2016
8 From PO’s progress data as of Dec 31, 2016



60% of the targeted poor HH (PSC 0-
23) benefitting from infrastructure
schemes.

53% of the targeted poor HH (PSC 0-23)
benefitting from infrastructure schemes.

Minimum EIRR of 20% and FIRR of
25% of investment in infrastructure.

50% EIRR and 50.1% FIRR of investment in
infrastructure.

At least 30% improvement in
communities’ access to drinking water
and proper sanitation due to the
infrastructure built.

45% and 2.3% beneficiaries reported improvement
in communities’ access to drinking water and
proper sanitation respectively due to the
infrastructure built as per community need.

At least 30% improvement in
communities’ access to irrigation water
due to the infrastructure built.

8% improvement in communities’ access to
irrigation water due to the infrastructure built®.

At least 75% (80% in Draft) of
infrastructure schemes are in use and
well maintained, catering to the target
communities, especially poorest (0-18)
households and at least 50% of these
schemes are directly benefitting
women.

100% of infrastructure schemes are in use and well
maintained, catering to the target communities,
especially poorest (0-18) households (35%) and as
per 85% respondents that schemes are directly
benefiting women.

9 Improvement is derived from increase in use of cultivable land due to irrigation support




CORPORATE GOVERNANCE

Good Governance lies at the core of PPAF’s values and ethical standards. PPAF firmly believes
in the importance of good governance and best practices, and the mechanism for good governance
encompasses the highest standards of professionalism, ethical practices, accountability and
transparency, in line with the Companies Act 2017 and corporate governance regulations. PPAF
acknowledges that long term sustainable success is driven from good governance to protect
stakeholders’ values. The Board of Directors has developed a robust governance mechanism
surpassing the legal requirements and regularly evaluates the processes to ensure sustainable
stakeholders’ value. Transparency, accountability and adherence to ethical practices lie at the core
of PPAF’s practices and are implemented through the Code of Conduct, corporate governance
regulations and sound internal controls.

PPAF being a Public Company remains steadfast in upholding the highest standards of corporate
governance to create value and improve efficiency, whilst maintaining accountability and
transparency in all business dealings. Overall management of the Company rests with the Board
of Directors which is accountable to the General Body for good corporate governance while the
management is responsible for day to day operations, implementation of policies and disclosure
requirements as envisaged in its bylaws, Companies Act 2017 and corporate governance
regulations.

Compliance with the Best Corporate Practices
Over the last two decades, PPAF has positioned itself to surpass the legal requirements and adhere
to SECP’s best practices and standards of governance. The management of the Company is
committed to good corporate governance and compliance with best practices. PPAF has adopted
Principles of Corporate Governance for Non-listed Companies (NLCs) and is complying with
following principles of the Corporate Governance for NLCs:

e Existence of an appropriate governance framework for Company contained in its
Memorandum and Articles of Association.

e Existence of an effective Board which is collectively responsible for the long-term success
of the company. The Board promotes the company’s and all its stakeholder’s interests. The
size and composition of the Board reflects the scale and complexity of the company’s
activities.

e Regular meetings of the Board are held to help discharge its duties. The Board is supplied
with appropriate and timely information.

e Structure of remuneration is sufficient and appropriate to attract, retain, and motivate
executives of the quality required to run company successfully.

e The Board is responsible for risk oversight and has maintained a sound system of internal
control to safeguard shareholders’ investment and the company’s assets.

e There is a clear division of responsibilities between the running of the Board and the
running of the company’s business

e Board structures contain Directors with a sufficient mix of competencies and experiences
in order to act objectively in their opinion and judgment.

e The Board has established appropriate Board Committees with terms of reference in order
to allow a more effective discharge of its duties.

e The Board presents a balanced and understandable assessment of the company’s position.



The Board has defined a set of corporate governance best practices and guidelines to help fulfill
PPAF corporate responsibility towards its stakeholders. These guidelines ensure that the Board
has the necessary authority and processes to review and evaluate Company’s operations as and
when required. Further, these guidelines allow the Board to make decisions that are independent
of the Management. The Board reviews these guidelines regularly to achieve its stated objectives.
The Board is committed to foster healthy corporate culture, implant ethical business practices,
open communication channels with shareholders and compliance with laws and regulations. As a
result good corporate governance principles have been deeply embossed in the structure of the
Company.

The Management places high priority on true and fair presentation 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. All periodic financial statements, annual audited financial statements
alongwith Directors’ Report as well as half yearly un-audited financial statements alongwith
Management Reviews, of the Company were endorsed and circulated to the 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 a timely manner.

The Directors confirm compliance that:

e The financial statements prepared by the Management, present fairly its state of affairs, the
result of its operations, cash flows and changes in equity.

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

e Appropriate accounting policies have been consistently applied in preparation of the financial
statements. Accounting estimates are based on reasonable and prudent judgment.

e International Accounting Standards, as applicable in Pakistan, have been followed in the
preparation of financial statements and any departure therefrom has been adequately disclosed.

e The system of internal control is sound in design and has been effectively implemented and
monitored with ongoing efforts to improve it further.

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

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

Board of Directors:
The Board exercises the powers conferred to it by the Companies Act, 2017 and the Memorandum
and Avrticles of Association of the Company, through Board meetings.

Size and composition of the Board

PPAF Board comprises of 9 members, one of whom is the executive director by virtue of being
CEO, while the remaining eight members are non-executive independent directors. One out of 9
Board members is a woman who is also the Chairperson of the Board. Except for the CEO, all
members of the Board are non-executive Directors and serve in an honorary capacity, without
compensation. 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.



Chairperson of the Board
Ms. Roshan Khursheed Bharucha, an independent director, is the Chairperson of the Board.

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

The Chairperson 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 Chairperson 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.

Role and Responsibilities of the Board

The primary role of the Board is that of trusteeship to protect and enhance Company value through
strategic direction. As trustees, the Board has fiduciary responsibility to ensure that the Company
has clear goals. The Board exercises its duties with care, skill and diligence and exercises
independent judgment. It sets strategic goals and seeks accountability for their fulfillment. It also
directs and exercises appropriate control to ensure that the Company is managed in a manner that
fulfills stakeholders’ aspirations and societal expectations. 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 Act, 2017 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, strategies; projects of
different donors and sponsors; decisions of Board Committee meetings, financial assistance for
POs; 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 period under review, four

meetings of Board of Directors were held. The Board reviewed/approved financial assistance for

POs; quarterly progress; annual targets and budget; results framework; un-audited financial

statements alongwith Management Reviews; audited financial statements alongwith Directors’

and Auditors’ Reports; Project specific audited financial statements; ToRs of credit committee of

the management; strategies for (i) education, (ii) disability; (iii) innovation. The Board also

approved establishment of Provincial Advisory Committees (PAC) having representation of

provincial government; civil society and general body members of PPAF. PAC will have following

roles and responsibilities:

e Review the ongoing projects in the province. Provide feedback and guidance to the Company
on its programs in the respective province.

¢ Provide feedback on the provincial strategies.

e Explore joint ventures with provincial governments.



The notice and agenda of the meetings 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. The number of
meetings attended by each director during the year is shown below:

Ifl:). Name No. of meetings N_o._of meetings
' attended Eligible to attend
1 | Ms. Roshan Khursheed 4 4
Bharucha
2 | Ms. Humaira Ahmad 1 1
3 | Syed Ahmed Raza Asif 3 4
4 | Mr. Kamal Hyat 2 2
5 Mr. Ahlullah Khan 4 4
6 | Dr. ljaz Nabi 3 4
7 Mr. Ahmad Hanif Orakzai 2 2
8 | Mr. Aijaz Ahmad Qureshi 2 4
9 | Dr. M. Suleman Shaikh 2 4
10 | Mr. Qazi Azmat lIsa 4 4

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.

Change of Directors:

The Government of Pakistan replaced Ms. Humaira Ahmad with Mr. Ahmad Hanif Orakzai,
Additional Secretary, Economic Affairs Division as Director of the Company. Mr. Kamal Hyat,
an independent director, was inducted on a vacant position. The Board placed on record its
appreciation for the valuable contributions made by the outgoing Director. The Board extended
welcome to new Directors and resolved to work in partnership with them to benefit from their
vision and valued experience which would go a long way in the future growth and prosperity of
the Company.

Board Committees

Board Audit Committee:

The Audit Committee comprises of three non-executive directors, including the Chairman, having
relevant expertise and experience. The Chairman is an independent non-executive Director. The
Chief Internal Auditor acts as Secretary of the Committee.

The primary objective of the audit committee is to monitor and provide an effective supervision
of the Management’s financial reporting process, to ensure accurate and timely disclosures, with



the highest levels of transparency, integrity and quality of financial reporting. The committee
oversees the work carried out in the financial reporting process by the Management, the internal
auditors and the independent auditors, and notes the processes and safeguards employed by each
of them.

The Audit Committee met five times during the year. During the meetings the Committee reviewed
the internal control systems and risk management mechanisms in conjunction with the Internal
Audit reports presented to the Committee. The Committee also reviewed and approved the Internal
Audit plan of the Internal Audit unit. Furthermore the Committee recommended for the approval
of the Board the 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.

As per the best practices under the Code of Corporate Governance, the Committee held separate
meetings with the Chief Financial Officer and the External Auditors to discuss issues of concern,
if any.

Board Compensation Committee:

The Compensation Committee comprises of three 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.

Risk Oversight Committee:

The Risk Oversight Committee comprises of three members of the Board including the Chairman
who is appointed by the Board from the non-executive Directors. The Company Secretary acts as
Secretary of the Committee.

The Committee reviews/asses effectiveness of overall risk management framework at PPAF;
adequacy of risk management policies and procedures in identifying, measuring, monitoring and
controlling risks; structure/ composition of PPAF's assets and liabilities overall and advise on
maturity gaps, interest rate mismatches and exchange rate risk; Treasury Management Strategy
(TMS) including composition of Treasury Management Committee and recommend changes, if
any; progress and key issues of Pakistan Microfinance Investment Company. The Committee also
approves/ratifies the investment decisions made by Treasury Management Committee

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
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. PPAF operations are divided
into following four groups:

Q) Grants/Operational Group
All grant based interventions are managed by this group. Separate units exist for each project. A
dedicated unit exists for Programme/activity monitoring.




(i) Institutions, Inclusion and Innovation “III” Group

This group support the cascade of community institutions set up by PPAF. The Group ensures that
PPAF’s values are embedded into and implemented by its grants operations. “III” is also
responsible for taking forward ‘Funds’ (created from time to time) including three existing ones
(i) Capacity Building of Small Organizations of Balochistan, KP and FATA (ii) Lifeline Fund for
Community Organization; and (iii) Social Enterprise Challenge Fund.

(i) Quality Assurance, Research and Design (QARD) Group

The QARD Group comprises of (i) Monitoring; Evaluation & Research; (ii) Communications and
Media; (iii) MIS/IT/GIS (iv) Donor Development (v) ISO, Environmental and Social Management
and (Vi)Resource Mobilization & Corporate Relations Management Unit to provides support for
fundraising from private sector.

(iv)  FEinancial Management and Corporate Affairs (FMCA) Group

The FMCA group comprises of (i) Financial Monitoring & Compliance Unit primarily responsible
for POs related activities and monitoring; and (ii) Financial Planning and Reporting Unit which
manages core finance functions including reporting, audits, budgeting, record keeping etc. Both
these Units (iii) Corporate Affairs section to manage the secretarial affairs related to Board and
General Body; (iv) Treasury/Funds Management and (v) Administration.

CEOQ Reporting Units

HR and Procurement units directly report to CEO. Human resource unit under the supervision of
CEO plans, develops, and administers policies and programmes designed to make expeditious use
of human resources. Procurement department ensures timely actions, procedures, systems and
methods used to purchase and obtain the goods and services required to execute projects.
Procurement Department is therefore, very conscious of its responsibility and accountability in the
expenditure of public funds. There is also a dedicated Internal audit Unit reporting to Audit
Committee of the Board. For administrative purposes it reports to CEO.




HUMAN RESOURCE MANAGEMENT
Human Resource function at PPAF supports and upholds PPAF’s objective of fostering a positive
and engaging work environment while identifying and addressing the changing needs of our
diverse workforce. HR contributes to putting in action PPAF’s vision, values, and strategies with
a focus on building human capabilities. Besides, HR plays a role in developing an environment
that fosters effective working relationships. Main functions of PPAF’s HR are:

* Recruitment & Selection

» Learning & Development

« Performance Management & Career Development

» Compensation & Benefit

« Organizational Development & Employee Engagement

» HR Operations

Recognizing that competent human resource is vital for continued success of the Company,
PPAF’s Human Resource Strategy has been proactively formulated to ensure availability of skilled
workforce for all departments enabling achievement of the Company’s strategic objectives and
mission, which is further supplemented by the Succession Planning Policy. Career growth for
employees is clearly mapped keeping in view individual’s potential, qualification, period of
service, professional attitude and department requirements, amongst other factors. Training and
development is provided to employees equipping them with the proactive tools needed for
performance of their duties keeping in view the Company’s current and future requirements.

The Human Resource strategy is continually evolved by proactively anticipating and evaluating
the emerging needs and challenges faced by the Company, while promoting diversity including
representation of genders and special persons, in an equitable and unbiased manner. In line with
its mission to be the leading apex institute in Pakistan, PPAF employees have always been on the
forefront in embracing new business challenges and accepting demanding tasks to maintain and
further strengthen industry leadership position. Therefore, the Company highly values the
importance of its human resource and fully respects their dignity and rights.

Business workforce development policies are geared towards maintaining a steady flow of talent
and promoting continued learning, development and technical training through structured
development programs to enhance the employees’ technical and functional skills. Additionally, its
HR strategy is playing a significant role in embedding high performing culture in the organization
hinging on business core values namely merit, teamwork, dedication, integrity, safety and
innovation. PPAF’s HR activities including employee induction, development, compensation,
evaluation and promotion are carried out on the basis of merit, suitability and transparency.
Moreover, performance based increments and awards are granted to inculcate competition and
motivate the employees to take on further challenges. In addition, the Company continues to
promote diversity and equal employment opportunity along with providing a safe workplace free
from discrimination, hostility and harassment. Any discrimination against or harassment of an
employee based on age, gender, race, religion, creed, marital status, ethnic group, etc., is regarded
as violation of the business regulations and results in disciplinary action as per the Company rules.
The Company prides itself in having a wide range of expertise in its workforce. As at 30 June
2018, PPAF’s manpower strength comprised a total of 188 employees working at Head Office,
and field office in Quetta. This strength is also inclusive of minorities, women and disabled
employees working in the organization.



PPAF is focused on career growth and development of its employees by ensuring that effective
succession planning exists in the organization. This culture is preserved on account of making
persistent efforts to continuously invest in critical positions that shall ensure the vitality of a strong
leadership bench for succession planning purposes. Structured training programs and appropriate
management courses are also regularly designed to train the successors to share the higher
responsibilities.

Grievance Redressal Policy

The objective of this policy is to maintain a congenial work environment by defining a process for
resolving employee grievances regarding terms of employment, working conditions or work
relationships. All staff members are expected to contribute to developing a work environment,
which fosters positive attitude and good working relationships. However, problems or grievances
can arise in the course of working with others. This policy provides guidelines to resolve any kind
of grievance in a positive way as well as to allow an employee to raise any complaint regarding
terms of employment, work conditions or work relationships which affects him/her and where
he/she wants assistance in correcting the problem. The purpose of Grievance Policy is to (i)
facilitate employees and management to resolve grievances raised by employees; and (ii) create a
healthy work environment.

There is a Grievance Redressal Officer (GRO) elected among the staff members nominated from
each department/ Unit except HR. GRO reports directly to CEO and assumes following
responsibilities:
e To proactively facilitate end to end process that ensures impartiality, transparency,
accuracy of data and evidence.
e To act as a Secretary to the Grievance Committee and may be a full member of this
Committee.
To keep the record of all Grievances.
Arrange Committee meetings.
Keep the minutes of all the meetings.
Communicate the decisions on the grievance to the employee.
Identify actions required on part of concerned units/ executives and communicate to them
the relevant decisions.
e Ensure adherence to the Grievance policy and procedures defined in the Employee
Grievance Redressal Policy.

There is a vetted pool of trusted professional staff. The members of that Staff Pool are selected on
the basis of votes/ election among the nominated Staff Members from each department/ Unit
(except HR staff). All professional staff shall be given an opportunity to identify three (3) female
and three (3) male staff members in whom the staff has trust and confidence.

The CEO forms the Grievance Committee from
e The Panel for Grievance Committee which shall comprise of one Group Head except the
unit from which grievance originated.
e Two members drawn from a vetted pool of trusted professional staff. Keeping in view the
nature of grievance, female staff member maybe selected for the Grievance Committee.



e CEO selects the Members of the Grievance Committee from the Grievance Committee
Staff Pool on case by case basis.

Whistle Blowing Policy

With a pragmatic approach towards holding highest standards of ethical business practices by all
employees, a robust Whistle Blowing Mechanism is in place. Any instances of possibility of
occupational fraud, noncompliance with Company policies, Code of Conduct and ethics, health,
safety and environmental standards, and regulatory framework can be recorded through the
mechanism by the management, employees, Board of Directors and other stakeholders.
Employees are encouraged to report concerns directly to immediate supervisors or, where
impractical, to senior level management. The policy encourages stakeholders to raise queries,
monitor the progress of resultant inquiries, provide feedback and where required, also voice
concerns against any unsatisfactory inquiry or proceeding.

Mitigating protocols against abuse of the mechanism are also in place by defining consequences
for the persons making false accusations resulting in unwarranted convictions.

The Policy encompasses possible fraud / corruption, and all stakeholders including contractors,
suppliers, business partners and shareholders also come within the ambit of the Whistle Blowing
Policy, who are encouraged to participate without fear of reprisal or repercussions, in
confidentiality, under defined reporting channels. Due emphasis has also been placed on
environmental risk and illegal use of sensitive company data.

The management encourages whistle blowing culture in the organization and has adopted a culture
to detect, identify and report any activity which is not in line with the Company policies, any
misuse of Company’s properties or any breach of law which may affect the reputation of the
Company. The Company has adopted the best corporate policies to protect employee(s) who report
corporate wrongdoings, illegal conduct, internal fraud and discrimination against retaliation. The
Company promotes transparency and accountability through publication of accurate financial
information to all the stakeholders, implementation of sound, effective and efficient internal
control system and operational procedures.

All employees have signed a code of conduct and the Company takes any deviation very seriously.



TREASURY & FUNDS MANAGEMENT

The Company maintains a dynamic and flexible portfolio of investments for placement of surplus
cash in different portfolio of securities. To diversify the portfolio the approved treasury
management strategy (TMS) includes the securities issued by the Government of Pakistan (GoP),
placements in commercial banks as well as placements in microfinance banks. The TMS revolves
around the principles of maintaining liquidity, security of capital & obtaining competitive rate of
return.

The placement of funds is arranged with target maturity dates to ensure availability of sufficient
liquidity for working capital / investment requirements, besides generation of maximum returns.

A portfolio of long term and short term investments is maintained after thorough financial
evaluation of available investment opportunities. The credit risk in short term investments is
controlled through diversification in investments among top ranking financial institutions and
sovereign guarantee security in the form of Treasury Bills issued by the GoP. For the long term
credit risk, the deployed portfolio includes only the sovereign guarantee security in the form of
Pakistan Investment Bonds issued by the GoP.

The diversification of portfolio is guided in TMS through defining maximum exposure to a single
issuer in the form defining per party exposure limits. Thus, the element of risk and return is well
balanced amongst the defined portfolio of securities.



RISK MANAGEMENT

Effective risk management is fundamental to the delivery of PPAF’s strategic priorities. PPAF
continuously evaluates its risk governance framework in line with the best practices, new
regulatory requirements and changes to its business needs and focus.

PPAF has seen significant transformation since its inception, and this has naturally resulted in
heightening of risks related to strategic choices, strategy execution along with traditional
operational and compliance related risks. The business objectives of PPAF are articulated as a set
of specific near-term goals, and long-term strategic goals. These goals cover the dimensions of
consistent financial performance, market penetration, operational excellence, cost optimization
initiatives, attracting and retaining talent, and the long-term sustainability of the organization. In
addition, progress of initiatives to mitigate the impact of natural disasters and government
regulations in the country are captured in developing risk management strategies.

PPAF harness the ability to turn risk management into a competitive advantage through a
configurable solution that flexes into a unique methodology, while providing a holistic view of
risk. PPAF analyses internal, external, and economic risks in detail to develop targeted mitigating
strategies. PPAF recognizes that a sound risk culture is a fundamental requirement of an effective
risk management framework. The long-held foundations of PPAF’s risk culture are the principles
of What We Stand For — Opportunity, Accountability and Integrity. Staff is made aware that these
principles are expected to form the basis of all day-to-day behaviours and actions.

Preparation of financial statements in conformity with the approved accounting standards requires
management to make judgments, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets, liabilities, income and expenses. The long
term success of a company depends on its ability to find, acquire and develop its reserves. These
activities are speculative in nature and are characterized by inherent uncertainties and complexities
which may have a potential impact on the Company’s financial conditions and results of
development operations. PPAF regularly monitor such risks using information obtained or
developed from external and internal sources and take appropriate actions to mitigate their adverse
impact.

Effective risk management strategies and proactive risk mitigation techniques are cornerstone in
accomplishing the strategic objectives and protecting business assets, personnel and reputation.
The role of Risk Oversight Committee of the Board is to identify key business risks and devise
and implement measures to mitigate the potential impact of the risks with the aim to ensure quality
decision making. Management at PPAF periodically reviews major financial and operating risks
faced by the business.

Risk Management Framework

Since responding to risks is intended to help an organization achieve its objectives, risk
management must be integral to all aspects of the organization including strategic planning,
decision making, operational planning and resource allocation. It clarifies the accountabilities, the
reporting and escalation processes, as well as the communication and consultation mechanisms for
internal and external stakeholders.



The Company's Board of Directors has overall responsibility for establishment and oversight of
the Company's risk management framework. The Board provides strategic direction and approves
the risk appetite. It is supported by the Risk Oversight Committee which monitors, assesses and
manages the risk profile for PPAF on an ongoing basis. Various management committees at the
senior management level are responsible for oversight and execution whereas day-to-day risk
management activities are delegated to different levels through multi-tier management supervision
and clearly articulated policies and procedures.

PPAF is undertaking a number of initiatives for further improving its compliance culture and
controls, including enhancing the capacity and scope of the Compliance function. The Risk
Management Framework (RMF) identifies potential threats and strategy for removing or
minimizing the impact of these risks.

Risk Register
A risk register is maintained by PPAF containing the following categories of information:

1. Adescription of the main risks facing by the PPAF. Categorization of risks is done and key
risks affecting PPAF’s objective are identified primarily based on risk identified by donors’
at the commencement of the projects.

2. The impact shall this event actually occur. The consequences are defined as:

2.1 Insignificant
2.2 Moderate
2.3 Major

2.4 Critical

3. The probability of its occurrence through use of following scale:

3.1  Very Low (may occur only in exceptional circumstances, 20% chance)
3.2 Low (may occur at some time, 20% to 40% chance)

3.3 Medium (likely to occur/reoccur, 40% to 70% chance)

3.4 High (likely to occur/reoccur, 70% to 100% chance)

4. A summary of the planned response when the event occur; and

5. A summary of risk mitigation (the actions that can be taken in advance to reduce the
probability and/or impact of the event).

Risk register is periodically reviewed by Risk Oversight Committee of the Board. Major and
significant risks with medium/high likelihood are brought to the attention of the Board of
Directors.

Risks and Challenges

PPAF has proactively instilled a culture of risk management and placed effective systems for
timely identification, assessment and mitigation of various risks it is exposed to in the normal
course of business. The risks are classified into regulatory, funding, reputational, financial,
operational and hazardous.

1. Financial risk

The Company’s overall risk management policy focuses on the unpredictability of financial
markets and seeks to minimize potential adverse effects on the Company’s financial performance.
Financial Risk is one of the major concerns of every business across fields and geographies.
PPAF is taking all necessary steps to remain fully compliant with the International Financial
Standards to meeting its obligations through well managed investment. Adequate loan loss



provisions are in place at PPAF and POs levels. Financial risk is also accounted for by restricting
per party exposure limits. Diversification of portfolio, repayments of problematic POs is ensured
by taking post- dated cheques, effective appraisal and monitoring system at PPAF and regular
analysis of loan portfolio regarding concentration risk.

Spinoff of credit operations to PMIC has reduced the financial risk due to shift in lending portfolio
from high risk POs to low risk PMIC.

2. Concentration of credit risk

Credit risk is the risk of financial loss to a company if a customer or counterparty to a financial
Instrument fails to meet their contractual obligations, and arises principally from investments,
loans and advances, deposits, trade debts, other receivables, short term investments and bank
balances. Credit risk is the risk that one party to a financial instrument will fail to discharge an
obligation and cause the other to incur a financial loss. The Company's credit risk is primarily
attributable to loans to Partner Organizations, receivable from donors and POs, investments and
bank balances. The Company is exposed to credit related losses in the event of non-performance
by Partner Organizations of micro-credit loans to the extent of Rs. 1,783 million (2017: Rs. 10,708
million) (including loans to five major POs of Rs. 846 million) (2017: loans to five major POs of
Rs. 6,021 million). The Company controls the credit risk through credit appraisals, assessing the
credit-worthiness of POs and creating charge on the assets of POs. The Company is also exposed
to credit related risk on loans to an associate amounting to Rs. 10,248 million (2017: Rs 1,818
million). The Company controls the credit risk on loans to associates via participating in associate's
operations. The credit risk on investments and bank balances is limited because the counter parties
are banks and Government of Pakistan. The credit risk on grant receivable is also limited, as the
receivable is in respect of amounts disbursed to POs in accordance with the provisions of an
agreement with the donor.

3. Liquidity risk

Liquidity risk reflects an enterprise’s inability in raising funds to meet commitments. The Company
manages liquidity risk by maintaining sufficient cash and investments. The Company's financial
position is satisfactory and the Company does not have any liquidity problems.

4. Market risk
i. Currency risk
Currency risk is the risk that the fair value or future cash flows 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.

ii. Interest rate risk
Interest rate risk represents the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market interest rates.
Financial assets include balances of Rs. 25,677 million (2017: Rs. 25,923 million) and financial
liabilities include balances of Rs. 12,347 million (2017: Rs. 13,448 million) which are subject
to interest rate risk. Applicable interest rates for financial assets and financial liabilities have
been indicated in respective notes.
If interest rates had been 1% higher / lower with all other variables held constant, surplus for
the year would have been Rs. 133 million (2017: Rs. 124 million) higher / lower.



iii. Other price risk

Price risk represents the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market prices (other than those arising from interest rate
risk or currency risk), whether those changes are caused by factors specific to the individual
financial instrument or its issuer, or factors affecting all similar financial instruments traded in
the market.

At the year end, the Company is not exposed to price risk since there are no financial
instruments, whose fair value or future cash flows will fluctuate because of changes in market
prices.

Fair value of financial instruments

Fair values of financial and non-financial assets and liabilities are determined for measurement
and/or disclosure on the basis of accounting policies disclosed in the financial statements. As
at the reporting date, carrying value of the Company's financial assets and liabilities are
reasonable approximation of their fair value.

Capital risk management

The Company's objectives when managing capital is to safeguard the Company's ability to
continue as a going concern so that it can achieve its primary objectives, provide benefits for
other stakeholders and to maintain a strong capital base to support the sustained development
of its businesses in line with the objects of the Company.

Risk Governance
The roles and responsibilities at various levels of our risk management program are outlined in our
risk governance structure.

Board and Committees:
Oversees the risk management process primarily through its committees:

Risk Oversight Committee reviews the effectiveness of overall risk management framework
including risk policies, strategies, risk tolerance and risk appetite limits.

The Company's audit committee oversees how management monitors compliance with the
Company’s risk management policies and procedures and reviews the adequacy of the risk
management framework in relation to the risks faced by the Company. Audit committee is
assisted in its oversight role by internal audit department. Internal audit department undertakes
both regular and ad hoc reviews of risk management controls and procedures, the results of
which are reported to the audit committee.

Compensation Committee focuses on risks in its area of oversight, including assessment of
compensation programs to ensure they do not escalate corporate risk, in addition to succession
planning with a view to ensure availability of talented human resources in each area of critical
Company operations.

Policies & Procedures

Policies and procedures have been adopted by the Board and its committees and integrated into
the Company’s risk governance framework to ensure management of financial, operational and
compliance risks. These are based on best practices, promoting a culture of ethics and values with
authority delegated to senior management for appropriate implementation.



Performance Management

Continuous monitoring is carried out to evaluate the effectiveness of implemented controls and
identify areas of weakness to devise strategic plans for improvement, which has enabled aversion
of majority of performance risks.

Internal Audit
Internal Audit function provides independent and objective evaluations while reporting directly to
the Audit Committee on the effectiveness of governance, risk management and control processes.

Internal Control Compliance
Each Group/Unit identifies and manages risks pertaining to their respective areas of responsibility
in addition to ensuring compliance with established internal controls.



KEY ACTIVITIES

PPAF is collaborating with State Bank of Pakistan for implementing national financial literacy
program under the umbrella of national financial inclusion strategy. PPAF is part of
implementation committee of SBP for financial literacy.

PPAF signed MoU with Benazir Income Support Programme (BISP) recently to implement
Poverty Graduation Strategy across the country. In collaboration with IFAD and Government
of Pakistan, PPAF is implementing a National Poverty Graduation Programme (NPGP) in 372
Union Councils of 21 districts across Pakistan. The agreement will ensure mutual cooperation
and collaboration for poverty graduation of programme beneficiaries between PPAF and BISP.
PPAF and International Trade Centre (ITC) have signed MoU for developing framework for
cooperation for poverty reduction in rural areas of Sindh and Balochistan. Under the MoU,
PPAF will provide technical input based on its research, experience and expertise of working
with the grassroots communities. ITC will provide support in developing Small and Medium
Enterprises (SMEs) and creating gender inclusive employment and income opportunities by
linking them with the global markets.

PPAF signed MoU with Azad Jammu and Kashmir Tourism Department for promotion of
environment friendly tourism development in Azad Jammu and Kashmir. Both organizations
jointly agreed to coordinate efforts for the improvement of tourism activities and services in
AJ&K as a pilot project in Neelum Valley.

Agriculture Research Institute Balochistan and PPAF signed MOU with aimed to directly
support livelihoods and improve quality of life of PPAF-supported grassroots communities in
Balochistan. Under the five year agreement, ARI will provide technical training to the
beneficiary farmers through PPAF implementing partners (POs). It will also provide best
quality saplings and other agriculture inputs at reasonable price to the beneficiary farmers and
will facilitate their access to their technological innovations for adoption. PPAF will facilitate
ARI to engage with its POs and local communities at village level to replicate the best
agriculture practices, to support Demonstration Plots and to carry on farm adaptive research
and transfer of technology.

Pakistan Agriculture Coalition and PPAF have signed MoU to realize potential in Sindh and
Balochistan of the dates for value chain for higher farmer profitability, exports, and job
creation.

The Education Department of Balochistan (EDB) and PPAF signed MoU to pursue a joint
educational program for engaging communities in quality education improvement initiatives;
professional development of school teachers; capacity building of school managers; improving
physical infrastructure of existing school buildings; and provision of missing facilities to make
schools attractive for children to come to schools and remain in schools till the completion of
secondary level education.

PPAF and Balochistan University of Information Technology, Engineering and Management
Sciences (BUITEMS) signed an MOU to coordinate efforts for poverty alleviation in the
province of Balochistan tjrough innovation and research.

PPAF’s Solar Energy Mini-Grid Projects funded by KfW wins prestigious Alliance for Rural
Electrification (ARE) Award 2018 in Best Off-Grid Project Category. The project comprises
of 68 state-of-the-art solar energy mini-grid projects implemented in three districts of KP
including Lakki Marwat, Swabi and Karak.

PPAF has been awarded for ISO 14001:2015 re-certification for ensuring high standards of
Environmental Management System (EMS). The new version of 1ISO 14001:2015 launched in



September 2015 and team updated its EMS policies, manuals, systems and procedure as per
the requirement of new system.

PPAF was awarded the Global Diversity & Inclusion Award 2018 at the Global Diversity &
Inclusion Benchmarks Conference (GDIC) held in Karachi. The award is an acknowledgment
of PPAF innovative approach to ensure inclusion and diversity at all levels of work.



WAY FORWARD

With the operationalization of NPGP the poverty graduation approach of PPAF will be fully
implemented which combines elements of three distinct approaches - social mobilization,
livelihoods development, and financial inclusion - and draws on the most relevant aspects of these
to deliver results by combining support for immediate needs with longer-term human capital and
asset investments to move households out of extreme poverty and into sustainable livelihoods. In
this process, the capacity-building of community organizations through strong social mobilization
support is a key so as to support individual households to access multiple opportunities (from
markets, private sector and government).

A large network of existing partnerships between PPAF and its POs provides country wide scope
to flexibly leverage its resources for maximum outreach and impact. Nearly 135,000 community
organizations currently exist across the country linked to this network. PPAF also manages the
Prime Minister’s Interest Free Loan Scheme with an aim to reach one million clients in three years.
PMIFL is targeted for individuals between 0 and 40 on the poverty scorecard as they may not be
eligible for conventional market based microfinance. PPAF has a close policy level interface with
the federal government and BISP which enables it to build key stakeholders’ understanding of the
graduation approach and its variations. Based on this existing network, PPAF through NPGP can
develop a scalable model which other donors and partners can use, thus catalyzing the development
of a national poverty graduation model.

NPGP is designed to catalyze change at the grassroots to pull people out of poverty, building
largely (but not exclusively) upon BISP beneficiaries and leveraging PMIFL to build a smooth
‘seamless service’ where the poorest can move from consumption support to asset transfers to
interest fee loans to microcredit. PPAF works on multi-dimensional aspects of poverty, addressing
economic, social and institutional aspects which are reflected in the NPGP design and in the
composition of the Poverty Score Card.



PAKISTAN POVERTY ALLEVIATION FUND

FINANCIAL HIGHLIGHTS
2018 2017 2016 2015 2014
Funds deployment - Rs. 7 willion
Microcredit
Loans receivable from POs (Gross) 1,783 10,708 14,716 13,913 13,985
Loan to PMIC 10,248 1,818 - - -
Equity investment in PMIC 2,883 2,883 - - -
Gurantee facility - 420 2,150 3,600 3,820
PMIFL portfolio 3,100 3,100 - - -
18,014 18,929 16,866 17,513 17,805
Grant
Donor financed 1,006 2,186 5,456 6,934 5,349
Relief & Reconstruction Operations 82 151 408 219 665
1,088 2,337 5,864 7,153 6,014
Total funds deployment 19,102 21,266 22,730 24,666 23,819
Balance Sheet - Rs. i1 million
Total assets 31,942 31,259 30,857 32,285 35,914
Endowment Fund 1,000 1,000 1,000 1,000 1,000
Reserves
Capital adequacy reserve 1,805 1,879 2,207 2,087 2,098
Grant fund 10,358 9,341 7,520 6,706 5,659
Reserve for lending activities 2,883 2,883 3,653 3,236 2,671
General reserve 1,828 1,564
Income on grant fund - - 1,139 978 582
16,874 15,667 14,519 13,007 11,010
Total equity (endowment + reserves) 17,874 16,667 15,519 14,007 12,010
Loans 12,348 13,448 14,304 15,027 15,454
Operational Results - Rs. 7 million
Total income 2,334 2,332 2,963 3,250 2,880
General and admin expenses 605 505 576 587 591
Surplus before loan loss prov. and relief work 1,283 1,410 1,965 2,250 1,845
Net Sutplus 1,213 1,150 1,511 1,998 1,152
Financial Ratios - Percentage
Surplus brefore provisions & relief/ total income 55% 60% 66% 69% 64%
Return on equity
(Surplus before provision and relief activities to 7% 9% 10% 17% 16%
Equity net of other income)
Return on assets
(Surplus before provision and relief activities net of 4% 5% 5% 7% 5%
other income to Total Assets)
General and admin expenses/funds deployed 3.17% 2.37% 2.53% 2.38% 2.48%
Debt/equity 41:59 45:55 48:52 52:48 56:44
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