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The Board of Directors of Pakistan Poverty Alleviation Fund (PPAF) is pleased to present the 
Sixteenth Annual Report along with audited financial statements of the Company for the year 
ended June 30, 2016. 
 
Despite the admirable achievements in poverty reduction, extreme poverty remains high. Half of 
the world’s poorest people still live under miserable conditions on less than $1.90 a day—the 
updated international poverty line. In order to effectively combat global poverty focusing on key 
areas such as investing in economic systems, promoting education, and improving health systems 
has become vital. By improving these key factors in impoverished areas, the quality of life could 
be improved for a number of people. 
 
Poverty is deep seeded in Pakistan with related problems of malnutrition, poor health, illiteracy, 
powerlessness, exclusion, violence, unemployment, underemployment, livelihood risks and 
vulnerabilities. Nevertheless, Pakistan’s economy has maintained higher and broad based 
economic growth in outgoing fiscal year 2015-16 regardless of the number of internal and 
external challenges. The Government remained focused on the agenda aimed at reviving of the 
economy, resolving the energy crisis, improving security situation, and providing ample 
opportunities to all and sundry to boost up their socio-economic condition. Government has 
pursued growth oriented economic policies and introduced comprehensive structural reforms to 
achieve these objectives.  
 
The key Government policy documents that outline the national poverty reduction strategy in 
Pakistan are Vision 2030, the Medium-Term Development Framework (2005-2010), Poverty 
Reduction Strategy Paper II (2008-2012) and the New Growth Framework (2010). Vision 2030 
outlines ambitious plans for poverty reduction and aims to have “eliminated extreme poverty in 
all its manifestations before 2030.” As part of these plans, Government strongly committed to 
supporting PPAF, seeing it as a key instrument of its support to alleviating poverty at the 
national level. The Government has turned to PPAF to implement some of its most important 
initiatives including the recently launched Prime Minister’s Interest Free Loan Scheme.  In its 
annual Pakistan Economic Survey, the Ministry of Finance acknowledges the contribution of 
PPAF to achieving overall growth and poverty alleviation objectives and in the delivery of 
priority social safety net programmes.  
 
PPAF has been at the frontage of addressing the challenges based on gender, income, disability 
and inequality with strong commitment on targeting the women, the poor and the disadvantaged. 
Since inception PPAF has achieved remarkable outcomes through implementation of 
multidimensional project of different Donors. During the voyage of eighteen years not only did 
PPAF play a central role in helping to channel Government funds, but PPAF’s own 
organizational structure and poverty graduation approach attracted a variety of multilateral and 
bilateral donors beyond the World Bank including the Asian Development Bank, Department for 
International Development (DFID), International Fund for Agricultural Development (IFAD), 
KfW - German development bank, the Government of Italy and several corporates like Mari Gas, 



 

Shell etc. with the aim to lift the poor people out of extreme poverty. As a result of PPAF’s 
interventions most of the underprivileged community in the region have since achieved a lower 
middle-income status and now enjoy a better quality of life. 

The successful completion of the World Bank financed third poverty alleviation project (PPAF 
III) involving funding of USD 256 million in March 2016 is one of the biggest milestones 
achieved during the year. The project comprised of five components: (i) Social mobilization and 
institution building (ii) Livelihoods enhancement and protection; (iii) Micro-credit access; (iv) 
Basic services/ infrastructure; and v) Project implementation support. The completion of PPAF 
III marks the ‘graduation” of PPAF as an organization from World Bank financing. The project 
built on eight years of previous experience aimed to improve poverty outcomes through a 
deepening and saturation approach in targeted areas and having an even stronger focus on poor 
households and women. Despite the very difficult and challenging circumstances under which 
PPAF III project was implemented, the project fully reached its objective of ensuring that the 
targeted poor have increased their incomes, improved their productive capacity and access to 
services under the project. PPAF’s integrated model and regional strategies focused on 
vulnerable groups made it possible to complete the project in due course of time. There are a 
number of outcomes which are particularly noteworthy to mention here are: (i) supporting the 
growth of a nationwide microfinance sector into one which is now rated as one of the best in the 
world (The Economist Intelligence Unit); (ii) organizing over 120,000 community institutions 
(cumulatively from the start of PPAF I to todate) with a core focus of inclusion of women and 
the poorest; (iii) developing the capacity of 130 civil society organizations; and (iv) taking to 
scale its poverty graduation approach that has shown to significantly and positively impact 
income, consumption and wealth of the poorest households.  

 
The potential market for microfinance is estimated at a minimum of 20.5 million. The market is 
poised for growth and has institutions that possess the capacity to serve a much larger client 
base, however the sector remains constrained due to the unavailability of funds. In order to reach 
up to 10 million active borrowers by year 2020, the industry would require additional financing 
for on-lending up to Rs. 300 billion. In order to meet the funding demands of the sector, PPAF, 
DFID through Karandaaz Pakistan and the KfW joined hands to establish Pakistan Microfinance 
Investment Company Limited (PMIC), private-sector investment finance company. The legal 
formalities for establishment of PMIC were completed during the year and Shareholders 
Agreement, Shares Subscription Agreement and Non-Compete Agreement was signed on April 
28, 2016 at a ceremony attended by the Finance Minister, Deputy Governor-SBP, Chairman 
SECP and other delegates from PPAF, DFID, German and British Governments and Ministry of 
Finance.  All the modalities have been met and the new company will be operationalized by 
October 2016. The major objective of the new entity is to attract commercial funding to serve 
increasing demand of those who are financially excluded and further improve the capability and 
capacity of the sector to absorb these funds. The National Financial Inclusion Strategy (NFIS) 
also recognizes microfinance as an important instrument for increasing financial inclusion in the 
country and an important milestone of the strategy includes enhancing commercial funding for 
the microfinance sector through creation PMIC. The tripartite coalition between the three 
shareholders will be based on the initial equity investment of Rs. 5.5 to 6 billion.  Thus, the 
entity would be able to bring in significant amount of foreign investment into the country in the 
form of both debt and equity. The entity is expected to attract sufficient funds from private and 
commercial sources to help the microfinance sector to meet the unmet demand for financial 



 

services and create employment opportunities in the country. PMIC is envisioned to follow the 
double bottom-line approach of poverty alleviation and financial sustainability, PMIC’s mission 
is “to provide financial and institutional services to strengthen and scale-up provision of 
sustainable and responsible access to finance to individuals, micro entrepreneurs and micro 
enterprises in Pakistan to enhance employment and income opportunity for economically poor 
and underserved citizens and improve the lives of the poor’. In order to achieve the mission, 
strategic objectives of PMIC include (i) Creation of a financially sustainable organization; (ii) 
Provide innovative and customized support to PMIC investees, through a mix of financial 
instruments and institutional support to develop capacity to access commercial credit markets 
(iii) Contribute to building a robust financial ecosystem for the growth of sustainable micro 
finance in Pakistan (iv) Build a strong professional and innovative organization capable of 
achieving the mission of PMIC. 
 
 
Progress Review: 
 
During the year PPAF managed steady progress in terms of its operations. Total portfolio 
managed during the year was Rs 22,730 million as against Rs. 24,666 million in FY 2014-15. 

Loan portfolio decreased by 4% to 
Rs. 16,866 million (FY 2014-15 – 
Rs. 17,513 million). The deployed 
portfolio included Rs. 14,716 
million as loan outstanding with 
POs (direct exposure) and Rs 
2,150 million placed with bank as 
guarantee facility to facilitate 
lending (indirect exposure). 
The decline in loan portfolio 
deployment was due to reduction 
in funds available for lending 
which are decreasing with 

repayments of loans by PPAF to the Government of Pakistan (PPAF repaid Rs 719 million 
during the year). Disbursements for grant based interventions during the year were Rs. 5,864 
million as against Rs. 7,153 million last year, a decrease of 18%. The reduction was on account 
of closure of US$ 255 million World Bank financed PPAF-III project during the year.  
Disbursements for water and infrastructure components decreased by 16% to Rs 1,512 million 
(FY 2014-15 - Rs 1,798 million). The decline was due to closure of PPAF III project which 
affected disbursement under the component. During the year Rs. 286 million was disbursed 
under PPAF III project as against Rs. 1,274 million during FY 2014-15.  
Disbursements for livelihood component showed a reduction of 46% and were Rs 1,255 million 
(FY 2014-15 – Rs. 2,335 million). The bulk of funding for this component i.e. US$ 85 (33% of 
the total project size) was allocated under PPAF III Project the closure of which affected the 
disbursement (Rs. 897 million was disbursed during the year for PPAF III Project as against Rs. 
2,209 million disbursed during FY 2014-15). 
Disbursements for health and education component increased by 205% to Rs. 713 million (FY 
2014-15 – Rs. 234 million). Under PPAF III project Rs 63 million was disbursed during the year. 
The increase in disbursement was on account of initiation of activities under Project for Poverty 



 

Figure 4 - Provincial distribution of 
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Reduction (financed by Italian Development Corporation) under which Rs 651 million was 
disbursed (FY 2014-15 – NIL). 
Social mobilization disbursements were Rs. 359 million (FY 2014-15 – Rs. 941 million), 
reduction of 62% from last year. Due to closure of PPAF III Rs. 176 million was disbursed under 
the Project during the year as against Rs. 715 million disbursed in FY 2014-15. 
During the year PPAF completed the first phase of Prime Minister’s Interest Free Loan Scheme 
and disbursed Rs. 1,617 million (FY 2014-15 – Rs. 1,626 million). In addition to core operations, 
Rs 408 million (FY 2014-15 – Rs 219 million) were spent on projects and relief activities [fig.1]. 

 
 
Cumulative disbursements since inception to June 30, 2016, 
stood at Rs 178 billion out of which credit disbursements were 
61% followed by project and relief activities, including Prime 
Minister Interest Free Loan Scheme and Waseela-e-Haq 
Program (14%); human and institutional development 
(including social mobilization)/livelihood enhancement and 
protection (13%); community physical infrastructure (9%) and 
health & education (3%) [fig. 2]. 
 

 
 
Resource Allocation Strategy 
Resource allocation strategy of PPAF focuses on regions 
that have historically lagged behind in socio-economic 
development and are particularly underserved. PPAF played a 
significant role with respect to providing provincial coverage 
to combat poverty. As of June 30, 2016, 63% of the funds 
were allocated in Punjab, 16% in Sindh, 14% in Khyber 
Pakhtunkhwa (KPK), 4% in Balochistan; 2%  in Gilgit 
Baltistan (GB); and 1% in Azad Jammu and Kashmir (AJK 
Islamabad Capital Territory (ICT) [Fig 3].  
 
 
Microcredit a major component of income generating 
activities caters to the needs of the poor people who are 
already engaged in a business or have a skill to earn a 
living but are unable to access financial institutions due to 
lack of collaterals or requiring small amounts as loans. 
The better off areas in Priority Index rating fall in the 
provinces of Punjab and Sindh, rich in fertile lands and 
rivers creating opportunities for the rural people to make 
them self-employed through agricultural and non-
agricultural business. Accordingly, microcredit funding 
during the year concentrated primarily in Punjab with 
71% of the total share followed by Sindh 19%, KPK 5% 
and GB 5%. [Fig 4].  
 

Figure 3  
Provincial distribution of funds  
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Figure 5 - Provincial distribution of Grant 
funds  

 
The grant based interventions are for the communities 
which lack in the basic social and infrastructure facilities in 
the first place. PPAF basic social and infrastructure grants 
provide help to pro poor communities to uplift and become 
part of the mainstream. During the year, grant funding was 
allocated in line with PPAF’s strategy which focuses on 
deprived districts. 37% of the funds were allocated in KPK, 
22% in Punjab, 22% in Balochistan, 14% in Sindh and 5% 
in GB/ICT.  
 
 
 
By the end of June 2016, 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 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 38,000 health, education, water and infrastructure 
projects, transferred 97,000 assets to poor and organized over 17,000 training events for 
1,093,000 staff and community members nationwide. 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. 
 

 
 
 
PPAF leveraged its strengths, expertise, and resources to help the partners to make a real impact 
on development by driving economic growth, promoting inclusiveness, and ensuring 
sustainability. PPAF’s primary role is to support the disadvantaged people as they find ways to 
improve their income, reduce poverty, and build communities which are resilient and adapt to 
climate change. 
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Operational and Financial Highlights 
PPAF, as a non-profit institution, capitalized on profits to earn sufficient revenue to run its 
operations smoothly.  

 
Total income earned during the year was 
Rs 2,963 million as against Rs 3,250 
million in FY 2014-15, a reduction of 9%. 
The decline was mainly on account of 
reduced KIBOR to which both investment 
and microcredit incomes are linked.  
Service charges on loans to POs declined 
by 18%. The decrease in KIBOR resulted 
in reduction of lending rate charged to POs 
which decreased by 1.61% during the year 
and stood at 8.00% p.a. (FY 2015 9.61% 

p.a.). Income on investments/saving accounts had decreased by 10% mainly due to 3% average 
reduction in KIBOR during the year. 
During the year grant in support of operational expenses decreased by 64% to Rs 207 million 
(FY 2014-15 – Rs. 582 million). The reduction was mainly due to reduced operational support 
under World Bank financed PPAF III project which closed during the year. Amount of Rs. 137 
million realized as income from Project as against Rs. 505 million during FY 2014-15.   
During the year other income of Rs. 408 million (FY 2014-15 – 1 million) was realized against 
projects which were closed in previous years against which all related project activities were 
completed. Further, there was no such communication, from respective donors, requiring the 
reimbursement of these funds. Accordingly, the obligation had been reassessed under these grant 
projects and the unspent balances are recognized as other income. This includes Rs. 116 million 
against US Agency for International Development; Rs. 99 million against US Department of 
Agriculture; Rs. 22 million against Committee Encouraging Corporate Philanthropy; Rs. 153 
million against BISP; and Rs. 18 million against others.   
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 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. 123 million 
(FY 2014-15: Rs 100 million). 
 
The general and administrative 
expenses related to the operations of 
PPAF decreased by 2% to Rs 576 
million (FY 2014-15 – Rs 587 
million). Major reduction was in 
travelling expenses which decreased 
by 6% to Rs. 66 million (FY 2014-15 
– Rs 70 million), rent expenses which 
reduced by 11% (due to consolidation 
of staff in one building) and repair 
expenses which reduced by 34%. 
Salaries expenses for the year also 



 

reduced to Rs. 360 million against Rs. 363 million for FY 2014-15. 
 
Seminar, workshops and training expenses of Rs 20 million (FY 2014-15 - Rs 30 million) 
included Rs 10 million (FY 2014-15 - Rs 19 million) spent on trainings and Rs 10 million (FY 
2014-15 - Rs 11 million) incurred on seminar and workshops. An amount of Rs 155 million (FY 
2014-15 - Rs 168 million) was incurred on technical/other studies. 
 
PPAF acquired income tax exemption from FBR with effect from the tax year 2003. Resultantly 
the income tax refundable created before this date will not be allowed by FBR and hence the 
amount of tax refundable Rs. 11.81 million was written off in accounts for the current year. 
 
During the year general provision of 5% was created on loan portfolio i.e. Rs. 27 million (FY 
2015 – Rs. 20 million); and provision of 18 million (FY 2015 – Rs. 7 million) was created for 
service charges. 
 
The financial charges of Rs 235 million (FY 2014-15 - Rs 215 million) included Rs 112 million 
as service charges on long term loans and Rs 123 million amortization of deferred benefit of 
below market interest rate on long term loans and bank charges.  
 
PPAF spent Rs 408 million (FY 2014-15 - Rs 219 million) on project and relief activities 
financed from its own resources. This amount included disbursements for emergency relief 
against flood & earthquake Rs. 9 million; Rs. 103 million spent on closure of PPAF III; Rs. 95 
million for projects implemented in Dera Bugti; Rs. 62 million provided as Equity to 
microfinance institutions; Rs. 70 million as continuous support for Education Facilities; Rs 43 
million for providing Interest Free Loans; and Rs. 26 million for other project activities.     
 
Total expenditure increased by 2% to Rs 1,043 million (FY 2014-15 - Rs 1,027 million). Surplus 
before project and relief activities and actuarial losses was Rs 1,920 million as against 2,224 
million in FY 2014-15. Net surplus for the year decreased by 24% to Rs 1,512 million (FY 2014-
15 – Rs 1,998 million) mainly on account of decrease in KIBOR rates and increase in project and 
relief activities. 
 
Financing Agreements signed with the Government of Pakistan (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. 791 million 
(FY 2014-15 - Rs. 654 million) was repaid on account of principal amount of loan and Rs 112 
million (FY 2014-15 - Rs 114 million) as service/commitment charges to the GoP. 
 
Considering the need for sustaining grant based operations in the absence of external financing, 
the Board of Directors had approved creation of a reserve for grant operations. The principal 
amount of the reserve was held in investments and interest earned thereon was allowed for 
deployment in grant based health, education, infrastructure, emergency and any other activities 
that fell within the overall strategic purview of PPAF objectives. As at June 30, 2016, the reserve 
stood at Rs 7,520 million, an increase of 12% (FY 2014-15 - Rs 6,706 million).  
 
Total equity and reserves increased by 11% to Rs 15,519 million as at June 30, 2016 from Rs 
14,007 million as at June 30, 2015. Total assets of the Company reached Rs. 30,857 million on 



 

June 30, 2016 against Rs 32,263 million as at June 30, 2015, a decrease of 4%. Total loan 
receivables were Rs 14,716 million on June 30, 2016 as against Rs 13,913 million as at June 30, 
2015. The debt equity ratio improved to 44:56 (FY 2014-15 - 50:50). 
 
During the year the cash and bank balances decreased by Rs 2,221 million as compared to last 
year. The main reduction was on account of closure of PPAF III project under which the 
available funds were fully utilized during the period (FY 2014-15 – Rs. 1,378 million) and use of 
Rs. 556 million for Italian Project for Poverty Reduction from own resources. The project funds 
were utilized for programme/operational activities as per the respective financing agreements 
whereas own funds were used as per the Company’s policy for short term and long term 
investments. At the end of the year, the Company had cash and bank balances of Rs 1,184 
million (2014-15: Rs. 3,405 million). 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. However the Company has substantial borrowing capacity and is well positioned to 
meet its future commitments and development plans.  
 
Auditors: 
 
M/s EY Ford Rhodes, Chartered Accountants have completed the annual audit for the year ended 
June 30, 2016, and shall retire at the conclusion of 20th 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, 2017. The Board also 
endorsed the recommendations of the Audit Committee. 
 
Conclusion: 
 
Nearly one third of the people in the country are living in extreme poverty who want an equal 
opportunity for a better life. They are counting on policies and programs that give them a chance. 
PPAF seize this moment. Our private sector partners are also exploring new investments. PPAF, 
its multilateral development partners, and new partners on the horizon all are working together to 
not let this opportunity slip away and collaborate with real conviction. Working together, we can 
promote inclusive and sustainable growth, as well as opportunity for the poor and the vulnerable. 
We can be the generation that ended extreme poverty.  
 
PPAF believes in and continued to strive for inclusive economic growth to help ensure that each 
of its partnership reflects support for poor across the country. It invested in a range of programs 
and projects to create and expand economic opportunities, ensure broader access to these 
opportunities - especially for the poor and disadvantaged - and support social protection to 
reduce poverty and vulnerability. PPAF drives social protection by ensuring access to essential  
  





 

HHs with poverty 
scorecard greater 
than 50
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‐Savings, asset 
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‐Development of 
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energy, education and 
health) 

Social Protection + Safety 
Nets
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1. PPAF STRATEGY AND APPROACH 
 
The macroeconomic crisis in Pakistan and the unfolding global economic slowdown have made 
social protection an urgent priority as well as a strategic opportunity to build systems and 
institutions for better service delivery. Keeping in view the emerging needs of sector, PPAF 
management devised strategy by creating pathways to pull out the most vulnerable from extreme 
poverty into sustainable livelihoods.  
 
Graduating the poor: 
PPAF’s “Graduation Approach” is designed to provide sequenced safety nets, livelihoods and 
microfinance for the poorest to help them “graduate” out of extreme poverty in a time bound 
manner. The initial phase of the program would focus on social protection and safety nets for the 
ultra-poor (poverty scorecard 0 to 23) through skills / vocational trainings, regular coaching and 
asset transfers. This will be supplemented by development of an enabling ecosystem through 
provision of small scale infrastructure schemes, energy, health and education. The second phase 
would target the transitory poor (poverty scorecard up to 30) through interest free/concessional 
loans and will be complemented by organizing households into common interest groups, asset(s) 
strengthening, development of linkages and business expansion. In the third phase households 
with poverty scorecard greater than 30 would be provided micro credit and related services 
which would include pro-poor value chains, micro insurance products and access to need based 
financial services, savings and banking services. In the last phase households with poverty 
scorecard greater than 50 could access larger loans which would facilitate in expansion of 
businesses, creation of job opportunities and poverty reduction. This would result in savings, 
asset creation and better money management. 
PPAF the parent company will finance and implement the first two phases of the Graduation 
Approach whereas PPAF’s associate company PMIC will provide microfinance and related 
service. For the last phase the beneficiaries can approach the financial sector.    
 
  

PPAF Poverty Graduation PMIC SMEs 

Stages of the Graduation Approach



 

Inclusion and mainstreaming of lagging regions: 
 
In order to encourage all-inclusive participation there must be universal access to public 
infrastructure and facilities (such as community centers, recreational facilities, public libraries, 
resource centers with internet facilities, well maintained public schools, clinics, water supplies 
and sanitations). These are the basic services which will create, when partly or fully put into 
place, conditions for people to have a sense of belonging by not suffering the painful 
consequence of being unable to afford them. 
 
PPAF is playing a leading role in undertaking measures that ensure equity, inclusion and 
women’s representation within the poor communities. PPAF is committed to bringing 
empowerment and improving representation of women, poor, youth, minorities, migrants, highly 
vulnerable individuals, people with special needs, and other marginalized community through a 
transformative framework.   
 
To advance the cause of connecting different views, experiences, issues and vulnerabilities, 
PPAF use inclusion as methodology to reducing poverty and recognizes demographic diversity-
women, children, elderly, persons with disabilities, indigenous groups and religious minorities.  
PPAF emphasis on active participation of women in Community Organizations (COs) formed as 
part of any social mobilization process.  Having representation of youth and minorities is also 
another dimension of PPAF’s outreach strategy to communities. 
 
Governance:  
In recent years, development discourse has increasingly focused on how institutions and 
organizations can improve access to goods and services, enhance rural livelihoods and promote 
economic competitiveness in rural areas. Sound institutional and organizational development is 
critical in designing, implementing and coordinating development efforts. 
 
Strengthening pro�poor institutions and organizations is a key principle of engagement within 
PPAF’s Strategic Framework. Through established policies, PPAF has put in place a responsive 
system of managing the affairs of the community institutions.  
 
Given its mandate to empower poor people to help themselves out of poverty through self-
organizing and institutional transformation, PPAF has adopted a strategy that: 

1. Helps build the capacity of a wide range of organizations of poor rural people.  
2. Facilitates the development and transformation of the institutional landscape (i.e. rules, 

norms and policies) to empower poor people, especially women, and to enable secure 
access to productive resources; and 

3. Promotes forums for dialogue among communities, grass-roots organizations, 
governments, civil society and donors, to ensure “comprehensiveness and full 
complementarities in the coverage of pro�poor institutional transformation needs”.  

4. Creating the right linkages for improved public services (education and health, water and 
sanitation, nutrition). 

5. Conflict prevention and management and civic engagement at local levels. 
 

 
 
 



 

2. PROGRAMME OVERVIEW 
 

 
Completion of PPAF III Project: 

 
Third Poverty Alleviation Fund Project (PPAF III), initiated on August 1, 2009 involving 
funding of USD 255 million, was successfully completed in March 2016. The Project 
Development Objective (PDO) was to ensure that the targeted poor were empowered with 
increased incomes, improved productive capacity and access to services to achieve sustainable 
livelihoods. The PPAF III Results Framework identified three outcome indicators to measure the 
achievement of the PDO. These indicators specified that (i) at least 60% of community 
institutions were viable and sustainable; (ii) at least 60% of the community members report a 
minimum of 20% increase in household incomes and/or assets and (iii) at least 33% of targeted 
community groups/institutions report improved access to municipal local services.  
 
An assessment of the performance of PPAF and its partners based on a host of external 
evaluations and reports by the POs shows that PPAF has been able to achieve the development 
objective of ensuring that the targeted poor have increased their incomes, improved their 
productive capacity and access to services under PPAF III. Under the project PPAF and its POs 
organized 65,448 COs with a membership of 1.28 million households. The reports of POs and 
third party assessments indicate that based on the performance rating criterion established to 
assess the viability and sustainability of the COs, 67% of the organizations were meeting this 
criteria at the end of December 2015. From among these members, 60% or roughly 730,000 
households were expected to report a minimum of 20% increase in household income. An 
assessment of the number of beneficiaries from the different components who could have 
potentially realized an increase in income indicates that there are estimated to be 1.219 million 
households who have received training, assets, micro-credit services and benefitted from 
infrastructure schemes. Third Party assessments from a range of different sources report increase 
of income which is upwards of 20%. There are 127,112 students who benefited from the support 
to community and public sector schools and more than 12 million visits are reported to avail of 
the services of the community health centers and the basic health units established under PPAF 
III. 
 

Despite the very difficult and challenging circumstances under which the project was 
implemented, PPAF successfully disbursed all the resources allocated (USD 255.82 million 
including the exchange gain of USD 5.82 million) under the PPAF III project and exceeded most 
of the physical targets specified under the project. One of the main reasons for the success of the 
organization in delivering the PPAF III targets was its well-established procedures for 
implementation of its activities through its POs. In addition, PPAF has had long standing 
relationships with most of the POs that were used to implement the project and has helped to 
build its own and its partners’ capacity to comply with the financial management, environmental 
and social safeguards required under the project.  

 
PPAF III initiated in 1610 Union Councils (UCs) located in 82 districts in the country. The 
priority districts were selected based on previous investments in social mobilization as part of the 
World Bank‐assisted social mobilization project, their status with reference to the Human 



 

Development Index (HDI), and the extent to which floods and food insecurity affected them. 
Since HDI values were not available for the 24 districts and agencies in AJK, FATA and GB, 
food security rankings were used as the primary basis for inclusion among the Priority Districts. 
However after the decision in July 2011 to further focus the efforts of the project its activities 
were concentrated in 1,020 Priority Union Councils (UCs) for further saturation and deepening. 
The provincial and special area coverage of the project shows that the provinces and special 
areas that were disadvantaged got a much larger share of the resources of the project. Balochistan 
and Khyber Pakhtunkhwa both got much larger shares of the PPAF-III allocation compared with 
the other provinces. 
 
By the end of December 2015 the Project had achieved all of it targets by forming or revitalizing 
65,448 COs/Women Organizations, 5,616 Village Organizations and 380 Local Support 
Organizations. The institutional development component was implemented in 1006 UCs. The 
COs have a total membership of 1,287,617 households or 31% of the 3.89 million households in 
the target area. All numerical targets under the Project were exceeded by a significant margin. 
These institutions were the main channel for disbursement of PPAF III resources which they 
have undertaken effectively. The Community Institutions have implemented the infrastructure 
schemes and played an important role in other components of the Project. These institutions are 
also beginning to enhance their scope of work to include activities in the social sectors and 
livelihoods. The preparation of Village Development Plans and Union Council Development 
Plans served to identify the needs at the local level and help in sharpening the vision of the 
communities about their future. There has been considerable training of community members in 
organizational and financial management and leadership. The area of peace and tolerance and 
rights is gradually being introduced to their terms of reference. In 2012, PPAF also undertook 
additional efforts with dedicated financing for promoting women’s inclusion. A Gender 
Committee (GenCom), comprising women and men from different units and tiers in the 
organization, was formed within PPAF to spearhead this effort. The objective of this committee 
was to facilitate a culture of inclusion within PPAF, POs and communities and to mainstream 
inclusion in the implementation of PPAF III. Activities included organizing conferences of rural 
women, instituting an award to recognize rural women leaders, initiating a national retreat for 
social mobilizers to dialogue on promoting Sustainable Development Goal (SDG) 5 – Gender 
Equality and running a pilot on reducing Gender-Based Violence. 
 
The livelihood component has successfully achieved and exceeded most of its targets with 
distribution of assets to 88,357 beneficiaries and training delivered to 388,750 women and men. 
The arrangements for implementing the livelihood component were complex. It was initially 
delivered through 40 POs in 390 UCs dispersed in 48 districts across Pakistan and then focused 
in on 143 UCs in 26 districts in the last two years. A key achievement of PPAF III has been the 
inclusion of the ultra-poor, women, youth and persons of disability through this component. This 
was achieved through proactive policies, use of quotas, and utilization of a monitoring system 
that collected data disaggregated by gender, age and poverty scores for active course correction. 
The institutional innovations introduced under the component such as Nokri ya Karobar centres, 
Digital Hubs, Production Centres and Youth Centres required careful planning with POs which 
had little or no previous experience in these areas and were supported by PPAF through the 
development of detailed and high-quality training manuals. A key factor responsible for the 
success in achieving the training targets was the strategy of creating Community Resource 
Persons and providing training to communities through them. 
 



 

The funds available for on-lending were fully utilized. By the end of December 2015, PPAF had 
disbursed the entire Rs. 2,975 million of the loan funds and revolved it around three times from 
reflows and exchange rate gains amounting to a total of Rs. 8,387 million. This disbursement 
translates into achieving 278% of the original component allocation. As far as the grant is 
concerned, PPAF disbursed Rs. 712.4 million which includes Rs. 500.4 million (USD 5.56 m) of 
the original allocation and Rs. 212 million which accrued as a result of exchange rate gains. The 
micro-credit component was implemented by 22 Partner Organizations across the country. 
However, support for institutional development from the grant sources was provided to 31 
organizations. Funds for on-lending to organizations not working in the selected districts was 
made available through PPAF reflows and other sources. From an analysis of the funds under the 
component, it appears that 40% of the POs received 83% of the credit funds. These same 
organizations received 58% of the grant funds. The PPAF approach to extending outreach 
through its partner Micro Finance Institutions succeeded in providing 582,990 loans with new 
loans comprising 376,532 as on December 2015. The gender distribution of the loans shows that 
women received 72% of the loans.  
 
The targets specified under small scale community infrastructure component were categorised 
into several types of schemes. Under the project a total of 7,169 sub-projects were implemented 
at a total cost of Rs. 4.806 billion. These projects were implemented in 641 union councils, in 66 
districts, ICT and 2 Agencies in some of the most remote and poor areas of Pakistan. These 
schemes were undertaken with the help of 9,139 COs and benefited 479,737 households. A 
categorization of these sub-projects shows that 29% were for drinking water supply, 28% were 
irrigation related schemes 18% were roads and bridges, and 10% were for the improvement or 
new drainage and sanitation infrastructure, while the remaining 15 % included other 
infrastructure which suited the local requirements and community needs. The provincial spread 
shows that the 30% of the schemes were in Sindh, 25% in Punjab, 24% in Balochistan, 14% in 
KPK, whereas the remaining 7% were in AJK, GB and FATA.  
 
The education component exceeded its targets in terms of the number of schools it supported, the 
teachers hired and trained and the number of students supported. PPAF supported 896 schools of 
which 690 were government schools and 206 were community schools. Two thousand teachers 
were trained and placed in public schools and 1500 teachers were provided to the community 
schools. Under PPAF III, support was provided to schools in which a total of 127,112 students 
were enrolled. Of these 98,384 students or 77% were enrolled in the public schools and 28,728 
students or 23% were enrolled in community schools. The health programme provided support to 
504 health facilities: 361 were government health facilities and 143 Community Health Centres. 
The health programme’s key achievement was providing Primary Health Care (PHC) and 
Maternal, Neo-natal and Child Health (MNCH) services through facilities where more than 12 
million women and men are reported to have visited the public and private health facilities 
during the project duration. About 83% of the patients (10 million) accessed public health 
facilities and 17% (2 million) used Community Health Centres. 
After the modification of the education and health strategy and the withdrawal of PPAF III 
support from these facilities, these were handed over to the Government, community, taken over 
by the PO or continued with PPAF’s own support. All the community schools and health 
facilities are still functioning and are being supported through one of these mechanisms. The 
modification of the health and education strategy entailed the direct financing of students 
through education vouchers, the training of 68 Community Resource Persons (CRPs) on the 
rights to education, 21 on education as social enterprise, 112 on school development plan, 



 

including 22% women. Due to these initiatives, 117 school development plans have been 
developed, 483 awareness raising sessions have been organized, and 68 awareness raising and 
confidence building events have been organized for children. Similarly, under the health 
component, the activities such as capacity building of CRP, health day advocacy, knowledge 
management and innovative health and nutrition models have been implemented. About 56 
health CRPs have trained 19,355 community members (32% women) in improved hygiene 
practices. In addition, 103 Nutrition/MNCH CRPs have trained 82,557 community members. As 
a result of these efforts, 280 malnourished children and 147 pregnant lactating women were 
referred. Under the sub-component, 44 community health workers were also trained as social 
entrepreneurs and 144 awareness raising campaigns were launched by youth centers on polio; 
Expanded Programme on Immunization (EPI) vaccination; and Water and Sanitation for Health 
(WASH) which were attended by round 6,000 persons (14% women). 
 
The implementation support component was designed to facilitate various governance, 
implementation, coordination, monitoring & evaluation, learning and quality enhancement 
efforts for successful project implementation. It consisted of four sub-components: (i) 
Governance Management; (ii) Project Management; (iii) Monitoring and Evaluation; and (iv) 
Capacity Building for Institutional Development. The expected outcome of this component was 
an effective and transparent project management established for coordination, learning and 
impact evaluation, and quality enhancement. PPAF made significant changes to integrate the 
functioning of its units, instituted an MIS system, strengthened its monitoring and evaluation 
functions, instituted a system for grievance redressal and aligned its salary and benefit structure 
and made some key changes to enhance its capacity for implementation of the wide range of 
activities under PPAF III. 
 
There are a number of other outcomes which are particularly noteworthy including: (i) 
supporting the growth of a nationwide microfinance sector into one which is now rated as one of 
the best in the world (The Economist Intelligence Unit); (ii) organizing over 120,000 community 
institutions (cumulatively from the start of PPAF I to todate) with a core focus of inclusion of 
women and the poorest; (iii) developing the capacity of 130 civil society organizations; and (iv) 
taking to scale its poverty graduation approach that has shown to significantly and positively 
impact income, consumption and wealth of the poorest households. Transformation of PPAF’s 
microfinance operations into a separate entity under the Pakistan Micro-Finance Investment 
Company was one of the milestones achieved under PPAF III. This transformation had been seen 
as a special government strategy by the Government of Pakistan (GoP) to increase commercial 
finance to the microfinance sector. PPAF is also seen as an important partner in the strategy to 
help the Government develop new products and business models that rely on digital platforms, 
provision of agriculture finance and ensuring the adoption of principles of consumer protection. 
The Ministry of Finance’s approval to PPAF to initiate the process for establishing the Pakistan 
Microfinance Investment Company shows that the Government is in accord with PPAF’s long-
term vision about its role in enhancing financial services to the poor. PPAF has also been invited 
to help shape the policy and regulatory environment for the sector as a member of the State 
Banks of Pakistan’s Consultative Council. 
 
The unit cost of establishing a community organization and sustaining it under PPAF III for six 
years was USD 515 per CO. This investment enabled PPAF and its POs to implement the 
livelihood, community infrastructure and social sector components valued at USD 165 million. 
The community capacity to manage funds under PPAF was worth almost five times the funds 



 

invested in its own development. Community involvement through active participation in 
financial and labour contribution, financial management and the procurement of building 
materials not only improved the efficiency of expenditures, but ensured stronger community 
ownership of community infrastructure projects and empowered participating communities.  

PPAF also helped to improve the fiduciary systems within the POs (especially small POs) and to 
strengthen financial management capacity at the community level. Within PPAF itself, a 
corporate governance framework compatible with best national and international practices was 
introduced alongside compliance with the statutory requirements and covenants stipulated in the 
agreements with the World Bank, other development partners and GoP.  

Continued improvements in monitoring and evaluation capabilities were seen throughout the 
project implementation period. A Compliance and Quality Assurance Group was set up in 2012 
to look after all monitoring, evaluation, research and environment and social management 
compliance. A three-tier monitoring system was established to monitor outputs, outcomes and 
process. A number of third party assessments were also carried out to measure outcomes/impacts 
including The World Bank Development Economics Research Group (DECRG) which managed 
the impact assessment of PPAF III. The World Bank’s own reviews of fiduciary arrangements of 
PPAF-III demonstrated the adequacy of the control and reporting systems including at all three 
tiers of World Bank-financed activities (PPAF, POs and COs). The financial management 
arrangements in place were rated as “Satisfactory” throughout the PPAF III implementation 
period. 

 
Lessons Learned: 
Given the positive learning for development approaches globally, PPAF also learnt some 
valuable lessons which were identified and documented during the project's life cycle. The 
purpose of documenting lessons learned is to share and use knowledge derived from experience 
to promote and preclude the recurrence of desirable outcomes. Amongst some of the most 
important lessons are the following:   
a) The use of the Poverty Score Card to target the beneficiaries for transfer of asset and 

training programs and the use of COs to verify the poverty status of households to rectify 
any exclusion or inclusion errors from the scorecards was an essential element in the 
improved poverty targeting and deepening that was at the center of the project objectives. 

b) PPAF did not dictate the political processes that community institutions were to use.  
Rather PPAF focused on providing guidelines to ensure that the community institutions 
were not hijacked to meet the political interests of one party but reflected the broader 
interests of the membership. This was an important evolution in the role of CO facilitation 
which continues to provide solid evidence to global experience that community driven 
approaches have the capacity to implement a large number of community physical 
infrastructure schemes efficiently and cost-effectively. 

c) The project provided many interconnected lessons on how to deliver on a deeper and more 
sustainable micro-finance sector and particularly on the ability to reach the ultra-poor.  This 
included methods for better use of third party oversight in Community Livelihood Funds.  
The lessons also relate to striking a better balance between growth objectives and 
promotion of diversity amongst Micro Finance Institutions (MFIs) to get better outcomes. 
PPAF’s role as an advocate for the smaller MFIs was instrumental in enhancing the 
sustainability of the microfinance sector. 

d) A saturation approach to poverty reduction requires continued innovation in methods of 
delivery. Building the capacity of hard-to-reach localities through the training of young 



 

people as community resource persons is a successful strategy to engage youth who may 
otherwise have been marginalized and to create a new and energetic network of 
development actors at the community level who also act as agents of change.   
Differentiated strategies are required for girls and boys.  

e) The feedback received from the field by PPAF and its POs indicates that there is strong 
demand for quality education and thus a need to invest greater resources in service delivery 
models which can provide quality education. Investing in demand creation without the 
provision of a supply of quality education is neither efficient nor effective and may be 
counter-productive. PPAF has learnt that educating girls is the single most important 
intervention for women’s empowerment. Although financing community schools entailed 
higher costs, it is likely that such schools would have been the most effective over the 
longer term.  PPAF should have committed to the community schools for a longer period of 
time, at least 10 -15 years, as this is what is required to create and graduate local human 
resource to sustain those schools. 

 
 
Prime Minister’s Interest Free Loan: 
The Government of Pakistan (GoP) announced Rs. 3.5 billion Prime Minister’s Interest Free 
Loan (PMIFL) Scheme, MOU signed on May 14, 2014 for a period of four years ending on June 
2018, 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 GoP 
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 finds on 
sustainable basis. Implementation progress as of June 30, 2016 is as follows: 
 

Partner Organizations (POs)  26 
Coverage  Districts: 44           UCs: 287 

Loan Applications  
Total Received Total Approved 

213,009 197,278 
No. of Loan Centers/Branches 
established 

233 

Funds Disbursed  (Rs in Mill) 
PPAF – PO  PO –  Borrowers 

3,248 4,068.64 

No. of Loans  Disbursed to Borrowers
188,785 

Male Female 
72,587 (38%) 116,198     (62%)  

Average Loan Size (Rs)  21,552 
 
 
  



 

Program for Poverty Reduction: 
The project (financed by GoP through Italian Government funding) became fully operationalized 
during the year. The overall project size is EUR 40 million. The objective of the project is 
establishment of a social and productive infrastructure system and an effective/sustainable social 
safety net in project area (Balochistan, KPK and FATA). As of June 30, 2016 EUR 14.01 million 
were disbursed (35% of the total financing). Implementation progress as of June 30, 2016 is as 
follows: 
 

Indicators with Components 
Status as of June 

30, 2016 
  No. 

Social Mobilization and Institution Building 
Formation & strengthening of community organizations 3,702 
Formation & strengthening of 2nd tier community 
institutions 

538 

Formation & strengthening of 3rd tier community 
institutions 

38 

Number of Community members trainings 15,339 
Number of staff members trainings 709 

Livelihoods, Enhancement and Protection (LEP)  

No. of LIPs developed 2,246 

 No. of CIGs formed 167 

Number of CRPs developed 215 
No. of individuals received skills/entrepreneurial training 5,308 
No. of ultra and vulnerable poor received productive 
assets 

2,246 

Number of Loan center established through CLF 2 
Community Physical Infrastructure (CPI) 
No. of Water and Infrastructure projects completed 149 
No. of beneficiary households 70,805 
No. of population beneficiaries (51% female)  395,328 
Basic Health & Education Services  
Total  No. of school facilities constructed or renovated  491 
Total  no. of children benefitting from schools  65,934 
Total  no. of health centers constructed, renovated and/or 
equipped 

 45 

Total  no. of beneficiaries from health centers 194,757  
 
 
Livelihood Support and Promotion of Small Community Infrastructure Project: 
The project (financed by GoP through funding of KfW – Development Bank of Germany) started 
in the year 2012, in Khyber Pakhtunkhwa (KPK) though GoP financed by Germany 
Development Bank (KfW). The project is being implemented in 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, 2016 EUR 24.4 million were disbursed (77% of the total financing).  
Implementation progress as of June 30, 2016 is as follows: 
 

Sr. Indicators with Components 
Status as of  

June 30, 2016  
Component: Institutional Development & Social Mobilization 

1 No. of community organizations formed/revitalized  3,593 
2 No. of village organizations formed 256 
3 No. of local support organizations formed 50 
4 Membership in community institutions (39% 

female)  
67,170 

Component: Water and Infrastructure  
5 No. of Water and Infrastructure projects completed 1,843 
6 No. of beneficiary households 1,375 
7 No. of population beneficiaries (51% female)  960,380 

Component: Livelihood, Employment and Enterprise Development   
9 No. of ultra/vulnerable poor received productive 

assets (42% female)  
6,465 

10 No. of individuals received skills/entrepreneurial 
training (30% female) 

6,043 

Component: Education, Health and Nutrition    
11 Total Enrolment  32,721 
 - Boys 18,855 
 - Girls 13,866 

12 Total Patients (A+B) 94,411 
 Adults (A) 58,381 

 - Men 12,009 
 - Women 46,372 

 Children (B)  36,030 
 - Boys 20,898 
 - Girls 15,132 

 
 
  



 

Hydropower and Renewable Energy (HRE) Project: 
The 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 10 districts of KPK; 
Swabi, Chitral, Lower Dir, Upper Dir, Swat, Buner, Bannu, Lakki Marwat, Karak, and Hangu. 
As of June 30, 2016 PPAF had disbursed EUR 3.3 million (30% of total financing). 
Implementation progress as of June 30, 2016 is as follows: 
 

Sr. Indicators with Components 
Status as of  

June 30, 2016 

1 Micro Hydropower Project (MHP)  

1.1 No. of Sites Identified 05 

1.2 No. of  Projects Designed 05 

1.3 No. of  Projects Initiated 05 

2 Solar Lighting Systems (SLS)   

2.1 No. of  Projects Identified 96 

2.2 No. of  Projects Designed 96 

2.3 No. of  Projects Initiated  96 

 
 
Microcredit Spin Off 
 
The potential market for microfinance is estimated at 20.5 million individuals. The market is 
poised for growth however the sector remains constrained due to the lack of funds. Conservative 
estimates depict that in order to reach 10 million clients by FY 2020 the industry would require 
additional debt for on-lending of up to Rs. 300 billion. One third of this amount will be financed 
through deposits raised by Microfinance Banks but long and short term debt will continue to 
remain the main driver of growth. Additional debt of over Rs. 200 billion and equity of over 45 
billion will be required to meet the growing financing needs of the sector. This will necessitate 
obtaining funds from more commercially-minded sources, such as international microfinance 
investment vehicles (MIVs) and domestic sources such as commercial banks, capital markets, 
and even depositors. 
 
Pakistan Microfinance Investment Company (PMIC) 
 
Given the needs of the Microfinance sector and PPAF’s agreement with the World Bank under 
PPAF-III Project in 2009 the Company decided (based on the study and assessment of 
independent international consultants engaged for the purpose) to spin-off its microcredit 
function into a new independent microfinance apex entity Pakistan Microfinance Investment 
Company (PMIC). The establishment of an autonomous micro-finance entity will ensure that 
PPAF is best able to support the expansion of a solid microfinance sector in Pakistan that can 



 

provide financial services to those with no access and to participate in the professionalization of 
the sector. The decision to create a new entity was endorsed by many stakeholders including 
World Bank, State Bank of Pakistan, Securities and Exchange Commission of Pakistan, Pakistan 
Microfinance Network (PMN) and retail service providers. Having been mentioned as a major 
milestone in the National Financial Inclusion Strategy (NFIS), launched by the Finance Minister, 
PMIC also received full support and endorsement from the Government of Pakistan.  
 
The objective of the Company is to provide market based financing mainly through debt initially 
to microfinance providers serving micro, small and medium enterprises (MSMEs) in Pakistan 
potentially accompanied by technical assistance. PMIC Board will comprise of members from 
the private sector having expertise in the fields of banking, finance, social sector development 
and overseeing financial affairs of large financial institutions. The company will inherit the 
institutional values of PPAF and its core team will comprise of staff members from the Financial 
Services Group at PPAF while some of the key positions will also be filled through bringing on 
board individuals with sound experience in working with financial markets. 
 
In order to reach up to 10 million active borrowers by year 2020, the industry would require 
additional financing for on-lending of up to Rs. 300 billion. The United Kingdom’s Department 
for International Development (through section 42 Company KARANDAAZ) and Germany’s 
Development Bank (KfW) have agreed to co-invest with PPAF in PMIC which follows the 
double bottom-line approach of financial sustainability and positive social impact. PMIC will 
have a commercial (for-profit) structure by being the first national level Microfinance Investment 
Vehicle (MIV) in the world registered as an Investment Finance Company under NBFC rules of 
SECP. While PPAF brings with it expertise, credibility and domestic experience of working with 
the retail microfinance sector in the country, DFID and KfW together bring rich international 
experience and resources which would be imperative in accessing additional sources of funds 
both domestically and internationally.  
 
The Shareholders Agreement for PMIC was signed on April 28, 2016 at a ceremony attended by 
the Finance Minister, Deputy Governor-SBP, Chairman SECP and other delegates from PPAF, 
DFID, German and British Governments and Ministry of Finance. The Shareholders’ Agreement 
was signed by CEO PPAF Qazi Azmat Isa, CEO Karandaaz Pakistan Mr. Ali Sarfraz Hussain 
and Deputy Head of KfW Pakistan Dr. Parvaiz Naim on behalf of their respective organizations. 
Moreover, shareholders also signed the Non-Compete Agreement and Share Subscription 
Agreement. 
 
As per the Shareholder Agreement signed between PPAF, KARANDAAZ and KfW, the parties 
shall own the following respective percentage shareholding interests in PMIC: 

PPAF  49%  
Karandaaz 37% 
KFW  14% 

 
PPAF will invest an amount not exceeding Rs.3 billion (exact amount to be determined based on 
foreign currency rate prevailing at the time of contribution in EUROs by KfW) in Pakistan 
Microfinance Investment Company (PMIC), a for-profit entity, comprising not less than 49% 
shareholding in the PMIC. The contribution by other shareholders will be: Karandaaz – Amount 
(Rs. equivalent of GBP 15 million); KfW – Amount (Rs. equivalent EUR 7 million). 
 



 

The tripartite coalition between the three shareholders will be based on the initial equity 
investment of Rs. 5.5 - 6 billion. Thus, the entity would be able to bring in significant amount of 
foreign investment into the country in the form of both debt and equity. The entity is expected to 
attract sufficient funds from private and commercial sources to help the microfinance sector to 
meet the unmet demand for financial services and create employment opportunities in the 
country. 
 
In order to achieve the mission, strategic objectives of PMIC include: 

i. Create a financially sustainable organization,  
ii. Provide innovative and customized support to PMIC investees, through a mix of financial 

instruments and institutional support to develop capacity to access commercial credit 
markets,  

iii. Contribute to building a robust financial ecosystem for the growth of sustainable micro 
finance in Pakistan  

iv. Build a strong professional and innovative organization capable of achieving the mission 
of PMIC. 

 
Efforts are currently underway to complete all legal and compliance formalities and PMIC is 
expected to receive license to operate by 1st week of October 2016 following which the entity 
will initiate its operations. 
 
 
  



 

3. Assessments and Ratings 
 

Third Party Assessments: 
 

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: 
 

 Impact Assessment of Basic Services and Infrastructure Component of PPAF-III 
Programme (2015-16) by SEBCON Consulting (Pvt.) Limited:  
 

An Impact Assessment (IA) of PPAF intervention pertaining to Basic Services and 
Community Physical Infrastructure schemes was conducted by SEBCON Islamabad. The 
focused sectors were: Irrigation Water, Drinking Water Supply, Roads and Bridges, Drainage 
& Sanitation, and Renewable Energy. The sample selection was undertaken in consultation 
with PPAF staff based on multi-stage criteria. Four types of questionnaires were developed 
for data collection for; individual households, Focused Group Discussions/Key Informant 
Interviews, POs, and Environmental and Social Management Framework stakeholders. The 
data was collected from 40 Union Councils (UCs) from 12 districts of four provinces of the 
country. A majority of respondents stated that schemes were relevant. Affirmative responses 
regarding priority were 100% for energy, 83% for Drinking Water Supply Schemes (DWSS), 
79% for Roads, 75% for irrigation and 62% for drainage & sanitation showing that schemes 
were demand driven. The schemes have created social and economic capital in the form of 
better health of men, women and children. The field investigations revealed that the schemes 
were mostly inclusive except irrigation schemes where male domination was more evident 
and women’s participation was limited.  
 

 Impact Assessment of PPAF Communities and Skills Training Programs (2015-16) by 
AASA consulting: 
 

The primary purpose of this study was to assess the impact of PPAF and their POs training 
programs over the course of the PPAF-III project period (FY 2010-2013), with regards to 
outreach, impact and sustainability at the individual and community level.  
 

During the survey, it was validated that a common yardstick was used in all provinces to 
reach out to program beneficiaries. The selection of beneficiaries was done with the help of 
Poverty Score Card which ruled prejudice out of the equation and, therefore, all individuals 
of the society including women, minorities and disabled had an equal chance of becoming a 
part of the skill training program.  
 

The findings of the survey confirm that the training program was relevant in terms of the 
needs of the COs and the household beneficiaries. The impact of the skill trainings was 
effective and, most importantly, the training programs ensured making COs self-sufficient. 
Most COs affirmed that they have been instilled with skills and knowledge with the help of 
which they will be able to run and manage their respective COs without the help of PPAF 
and POs. 



 

 
 World Bank undertook an Implementation Support Mission in November 2015. Rating 

by the mission is as follows: 
 

Ratings of Key Project Data: 
DESCRIPTION RATING 

Development Objectives Satisfactory 

Implementation Progress Satisfactory 

Financial Management Satisfactory 
Procurement Satisfactory 

Monitoring and Evaluation Satisfactory 

Environment and Social Safeguards Satisfactory 
 

Performance Ratings for Project Components: 
DESCRIPTION RATING 

Social Mobilization & Institutional Building Satisfactory 

Livelihood Enhancement & Protection Satisfactory 

Microcredit Access Highly Satisfactory 
Basic Services and Infrastructure Satisfactory 

Project Implementation Support Satisfactory 
 

 Auditor General Pakistan (AGP) audited the financial statement of IDA CREDIT No. 
4599 (PPAF-III project) for the year ended June 30, 2015 and gave the following 
opinion: 
 The financial statements present fairly, in all material respects. The cash receipts and 

payments by the project for the year ended 30th June, 2015 in accordance with Cash Basis 
IPSAS Financial Reporting under the Cash Basis of Accounting Standard. 

 The expenditures have been incurred in accordance with the requirements of legal 
agreements. 

 

 PPAF was reviewed by and certified by PCP in July 2015. PPAF performance during 
the last three years i.e. from 2012 to 2014 was evaluated in this regard. The PCP report 
examined PPAF’s structure, finances, systems, procedures, processes and programmes 
during the period from 2012 to 2014 against standardized parameters. The relevant 
scores under the review are as follows: 

 

Evaluation Parameters 

Total 
Score 

Minimum 
Score 

Required 

Score 
Obtained 

Strength 
(%age) 

Remarks 

(A) (B) (C) (C/A%) 

Internal Governance 300 150 287 95.66% Qualified 

Financial Management 300 150 290 96.66% Qualified 

Programme Delivery 400 200 339 84.75% Qualified 

Total 1000 600 916 91.6% Qualified 

 



 

4. Corporate Governance 
 
Good governance is an indispensable tool for maintenance of Company’s integrity and 
credibility in the eyes of its stakeholders. The Board of Directors hence, emphasizes on 
operational transparency and adherence to the best ethical practices, beyond the regulatory 
requirements for governance. In order to ensure that Company operations are carried out in an 
ethical manner, the Board has prioritized corporate accountability through provision of 
leadership within a framework of generally accepted best practices, compliance with corporate 
governance regulations, sound internal controls, the Code of Conduct, the Code of Business 
Ethics and the Whistle Blowing Policy. 
 
Best Corporate Practices: 
To demonstrate PPAF’s commitment towards adherence to the highest levels of moral and 
ethical values, the Company follows best business practices in addition to stipulated legal 
requirements. Sound Corporate Governance is critical to our Company’s integrity and 
maintaining investors trust. PPAF always held the best practices of corporate governance in high 
esteem and believes in widely propagating its values and ethics for strict adherence by all 
employees, suppliers and others while doing business of the Company.  
 
The Company is committed to comply and take all reasonable actions for compliance, with all 
applicable laws, rules and regulations of state or local jurisdiction in which the Company 
conducts business. Every director and employee, no matter what position he or she holds, is 
responsible for ensuring compliance with applicable laws.    
 
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. 
 
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. 
 
Specific statements to comply with the Code of Corporate Governance are as follows: 
 The financial statements prepared by the Management, present fairly its state of affairs, the 

result of its operations, cash flows and changes in equity. 
 Proper books of accounts of the Company have been maintained. 
 Appropriate accounting policies have been consistently applied in preparation of the financial 

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



 

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

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

 The Company’s ability to continue as a going concern is well established. 
 There has been no material departure from the best practices of corporate governance. 
 
Board of Directors:  
The Board exercises the powers conferred to it by the Companies Ordinance, 1984 and the 
Memorandum and Articles of Association of the Company, through Board meetings. 
 
Composition of the Board 
The prerequisites and configuration of the Board of Directors are defined by the legal and 
regulatory framework parameters for smooth running of operations and promotion of corporate 
culture. The Company has on its Board highly experienced competent and committed personnel 
with vast expertise, integrity and strong sense of responsibility necessary for shielding the 
interest of all stakeholders. The Board comprises of twelve Members including the Chairman and 
the Chief Executive Officer. Of these, three are nominated by the Government; eight elected by 
the General Body; and the Chief Executive Officer appointed by the Board. The Chairman of the 
Board is an independent non-executive director. Except for the CEO, all members of the Board 
are non-executive Directors and serve in an honorary capacity, without compensation.  
 
Role and Responsibilities of the Board 
Board’s prime role is to protect and enhance long term stakeholders’ value. A formal schedule of 
responsibilities has been specifically ordained for the Board by virtue of provisions of the 
Articles of Association of the Company, the Companies Ordinance 1984 and other applicable 
regulations.  
The Board participates actively in major decisions of the Company including appointment of the 
Chief Executive Officer; review and approval of operational policies and procedures; projects of 
different donors and sponsors; minutes of Board Committee meetings, financial assistance for 
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; 
un-audited financial statements alongwith Management Reviews; audited financial statements 
alongwith Directors’ and Auditors’ Reports; Project specific audit reports; minutes of Board 
Committee meetings; amendment in Memorandum of Association to allow PPAF to investment 
in associate companies, investment of Rs 3 billion in Pakistan Microfinance Investment 
Company, agreements related to PMIC (Shareholders Agreement, Non-Compete Agreement and 
Shares subscription Agreement). 
 



 

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: 
 

Sr. 
No. 

 

Name 
 

No. of meetings 
attended 

No. of meetings 
Eligible to attend 

1 Mr. Hussain Dawood* - - 
2 Dr. Naved Hamid - 1 
3 Mr. Amjad Mahmood - 1 
4 Dr. Rajab Ali Memon 1 1 
5 Mr. Sarfaraz Ahmad 

Rehman 
- 1 

6 Dr. M. Suleman Shaikh 4 4 
7 Dr. Fareeha Zafar 2 4 
8 Mr. Aijaz Ahmad Qureshi 3 4 
9 Mr. Omar Hamid Khan 3 4 

10 Mr. Qazi Azmat Isa 4 4 
11 Syed Ahmed Raza Asif 2 3 
12 Ms. Roshan Khursheed 

Bharucha 
2 3 

13 Mr. Ahlullah Khan 2 3 
14 Zubyr Soomro 2 3 

 

* Mr. Hussain Dawood had resigned, hence did not attend.  
 
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:  
Dr. M. Suleman Shaikh, Mr. Aijaz Ahmed Qureshi and Dr. Fareeha Zafar were re-elected as 
Directors while Mr. Zubyr Soomro, Ms. Roshan Khursheed Bharucha and Mr. Ahlullah Khan 
were elected as Directors for a period of three year in the Extra-Ordinary General Meeting held 
on January 25, 2016.   
Dr. Rajab Ali Memon, Dr. Naved Hamid, and Mr. Sarfaraz Ahmad Rehman retired on January 
25, 2016 as Directors on completion of their three year term. Mr. Amjad Mahmood was replaced 
by Syed Ahmed Raza Asif as Director of the Company. Mr. Zubyr Soomro resigned on 
assuming the responsibility of Chairman Pakistan Microfinance Investment Company (an 
associate company of PPAF) to avoid conflict of interest.  



 

The Board placed on record its appreciation for the valuable contributions made by the outgoing 
Directors. 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 Committee oversees managements’ monitoring and assists the Board in over sighting of 
Company’s financial controls and audits, including internal controls and financial reporting; 
qualification and independence of Company’s external auditors; and performance of the 
Company’s internal and external auditors. 
 
The Audit Committee met two times during the year. The Committee reviewed and discussed 
assertions on system of internal controls, internal audit reports, risk management and audit 
process besides recommending for Board’s approval, annual work plan of internal audit; 
appointment of external auditors; un-audited condensed interim financial statements alongwith 
Management Review; audited financial statements alongwith Auditors’ and Directors’ Reports of 
the company; and project specific audited financial statements as per donors requirements. The 
Committee held separate meetings with the Chief Financial Officer and the External Auditors to 
discuss issues of concern.  
 
Board Compensation Committee: 
The 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 Committee assists the Board to review the effectiveness of overall risk management 
framework including risk policies, strategies, risk tolerance and risk appetite limits.   
The Committee reviews and recommends for Board’s approval: pricing policy for the 
microfinance loan portfolio; per party exposure limits; new clauses of financing agreements for 
for-profit institutions etc. 
 
The Board Compensation Committee and Risk Oversight Committee are in the process of being 
re-constitution. 
 
Role and Responsibilities of the Chairman and the Chief Executive Officer: 
The Chairman and the Chief Executive Officer are assigned segregated and distinct 
responsibilities by the Board of Directors vested under law and the Articles of Association of the 
Company, as well as duties assigned by the Board. In particular, the Chairman coordinates the 
activities of the Directors and various committees of the Board, and presides over the meetings 
of the Board and General Body. The Chief Executive Officer is responsible for the operations of 
the Company and conduct of its business. The Chief Executive Officer recommends policy and 



 

strategic business plans for Board approval and is responsible for exercising the overall control, 
discretion, administration and supervision for sound and efficient management and conduct of 
the business of the Company.  
 
 
Management:  
The Company Management is supervised by the Chief Executive Officer who is responsible for 
the operations of the Company and conduct of its business, in accordance with the powers vested 
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. 
  



 

5. WHISTLE BLOWING POLICY 
 
In order to ensure accountability and integrity in course of conduct, the Company has devised a 
transparent and effective whistle blowing mechanism for alerting against deviations from 
policies, controls, applicable regulations, or violation of the code of professional ethics / conduct. 
The Whistle Blowing Policy is applicable to all employees, management and the Board. The 
policy extends to every individual associated with the Company, who can participate effectively 
and in confidentiality, without fear of reprisal or repercussions. 
 
The policy has been designed to encourage all stakeholders to raise questions and concerns, 
monitor the progress of resultant inquiries, provide feedback and where required, also voice 
concerns against any unsatisfactory inquiry or proceeding. 
 
The Policy covers unethical conduct, offence, breach of law or failure to comply with legal 
obligations and possible fraud/corruption. Due emphasis has also been placed on health, safety 
and environmental risks. Inappropriate or malicious reporting leading to wrongful convictions 
have been specifically forbidden, with clear definition of consequences for the persons making 
wrongful accusations. 
 
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. 
 
The management understands that through the use of a good Whistle Blowing Plan, they can 
discover and develop a powerful ally in building trust with its employees and manage fair and 
transparent operations. The Company therefore provides a mechanism whereby any employee 
who meets the above referred conditions can report any case based on merit without any fear of 
retaliation and reprisal. 
 
  



 

6. CONFLICT OF INTEREST 
 
In addition to the compliance of regulatory requirements, a formal code of conduct is in place for 
avoidance of known or perceived conflicts of interest among board of directors’ members and 
employees. 
 
PPAF policy aims to identify and apply appropriate safeguards in situations which may create 
such a conflict with the support of PPAF employees and directors and to ensure that all actions 
taken by PPAF officials in their official capacities are in the best interests of PPAF. 
 
The Board of Directors and employees have the responsibility to administer the affairs of PPAF 
honestly and prudently, and of exercising their best care, skill, and judgment for the sole benefit 
of PPAF. Those persons shall exercise the utmost good faith in all transactions involved in their 
duties, and they shall not use their positions with PPAF or knowledge gained therefrom for their 
personal benefit. The interests of the Organization must be the first priority in all decisions and 
actions. This above fiduciary responsibility also requires these persons to disclose and safeguard 
PPAF against any situation which creates a conflict of interest. 
 
  



 

7. GRIEVANCE/REDRESSAL POLICY 
 

PPAF aims to facilitate employees and management to resolve grievances raised by employees 
and creates a healthy work environment. The objective of the 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. The 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 
s/he wants assistance in correcting the problem. Purpose of Grievance Policy is to (a) facilitate 
employees and management to resolve grievances rose by employees; and (b) create a healthy 
work environment. This policy is applicable to all regular employees of PPAF. 
 
Salient features of Grievance policy are: 

1. All Grievance issues are handled in a fair and just manner and where applicable within 
the stipulated PPAF Policy and legal boundaries of the applicable laws of Pakistan. 

2. PPAF has an open door policy where complainants are encouraged to talk over their 
Grievance with Immediate Supervisor or Unit Head or Grievance Redressal Officer 
(GRO), whoever employee deems appropriate. 

3. All Grievance cases are considered on merit, with relevant circumstances being carefully 
investigated before any action is taken. 

4. All investigations, proceedings, witness statements and records of Grievance appeals and 
actions are kept confidential. 

5. Complainants and Defendants are to be informed of the date set for the hearing of the 
appeal in a timely manner. 

6. Defendant is given the opportunity during enquiry and at the hearing of the appeal to 
challenge any allegations and evidence before a decision is made. 

7. All Complainants and Defendants have the right to appeal against any decision taken. 
8. All grievances must be addressed within stipulated time. 

 
Selection of GRO and grievance committee is through election. All the staff members are given 
the opportunity to elect one GRO and six staff members for the Grievance Committee from a 
pool of senior and middle management.  
  



 

8. HUMAN RESOURCE MANAGEMENT 
 
PPAF endeavors to incessantly evolve and redefine its HR strategy, systems and practices by 
proactively anticipating, analyzing and responding to the emerging needs and challenges faced 
by the Company while promoting diversity including representation of special persons, in an 
equitable and unbiased manner.  
 
Human capital is the driving force behind PPAF’s progress and it recognizes the importance of 
investing not only in talent acquisition but the management and retention thereof. Recognizing 
the ever increasing importance of human capital management, the Company has an effective and 
dynamic HR function to address all employee related matters including training, performance 
evaluation, career development and succession planning in a transparent and non-discriminatory 
manner while promoting a culture of integrity and compliance with the Company’s Code of 
Conduct. 
 
Employee Management 
PPAF system provides leadership and supporting management processes helped ensure 
employees are placed in the right roles with clearly defined responsibilities so that they are able 
to deliver against organizational goals. 
 
During 2015-16, PPAF focused on further integrating the principles governing the system into 
our human resources practices at all levels. These principles reinforce the central role of people 
in achieving our organization objectives and the value being placed on treating one another with 
dignity and respect. PPAF’s aim is to simplify human resources approach, translating it into 
practical action which could be easily applied, which emphasized focusing on relationships and 
interaction at all levels of the business and which harnessed technology to improve and 
streamline people management functions. 
 
Talent Management And Career Development 
With a long term perspective in mind, PPAF also ensures that competent personnel are available 
in each department and ready to assume higher positions through a comprehensive succession 
planning policy, in terms of pre-defined criteria including an individual’s potential, qualification, 
period of service and professional attitude amongst other factors. This succession plan is updated 
periodically in line with the Company’s requirements and career development objectives. Our 
consistent focus on talent acquisition and grooming our people via training and development in 
addition to providing them with market commensurate compensation packages ensures that we 
build and retain a workforce fully geared to steer the Company forward. 
 
PPAF prides itself in being an equal opportunity employer, promoting gender diversity and 
providing one of the most rewarding career opportunities in the country thereby attracting high 
caliber professionals, and transforming them into future leaders. 
  



 

9. TREASURY MANAGEMENT 
 

The Company maintains a dynamic and flexible portfolio of investments for placement of 
surplus cash / liquidity in the money market / Government securities, term deposits with banks / 
financial institutions to augment profitability and increase the shareholders’ returns. 
 
Treasury Management System comprises of the following objectives/tools while remaining 
within acceptable levels of risk and exposure: 

•  Periodic evaluation of planned revenues from sales/investment income and comparison 
with the timing and quantum of working capital requirements  

•  Identification of cash surpluses for investment in suitable opportunities offering optimal 
returns while providing preservation of invested capital. 

•  Matching of maturity dates of investments with working capital/other funding 
requirements. 

•  Maintenance of a fairly diversified portfolio to earn maximum returns, remaining within 
prudent levels of exposure. 

•  Investment options may include short/long term placements, with high credit rated 
institutions to minimize credit risk. 

 
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. 
 
The role of Treasury has fundamentally and irrevocably transformed significantly into a more 
visible and highly strategic way. At PPAF treasury management provides the Company with 
strategic financial and economic policy advice with the aim of promoting and investing its 
resources which are available after financing of its operations. The treasury activities are 
controlled and carried out in accordance with the policies approved by the Board. The purpose of 
the treasury policies is to ensure that adequate cost-effective funding is available at all times and 
that exposure to financial risk is minimized. 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. 
 
PPAF maintains a dynamic and flexible portfolio of investments to augment profitability through 
placement of cash surpluses in money market and government securities, in compliance with 
applicable statutory requirements. 
  



 

10. RISK MANAGEMENT 
 

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 
estimates and associated assumptions are based on historical experience and various other factors 
that are believed to be reasonable under the circumstances, the results of which form the basis of 
making judgments about the carrying values of assets and liabilities that are not readily apparent 
from other sources. Actual results may differ from these estimates. The estimates and underlying 
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized 
in the period in which the estimates are revised if the revision affects only that period, or in the 
period of the revision and future periods. 
 
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.  
 
Business Risks and Challenges 
Operating in a business environment involves developing objectives, making decisions and 
undertaking transactions and hence inevitably bears some form of risk. PPAF has effective 
systems in place for the timely identification, assessment and mitigation of various risks it is 
exposed to in the normal course of business as detailed in the following sections. 
 
The strategic, commercial, operational and financial risks can emanate from uncertainty in 
financial markets, system breakdowns, project delays, fluctuations in product markets including 
competitive position, legal liabilities, credit risk, accidents, natural causes and disasters, or other 
events of uncertain or unpredictable nature. These key sources of uncertainty in estimation carry 
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities 
within the next financial year. 
 
Risks are broadly categorized between financial and nonfinancial risks. Key operational and non-
operational risks including strategic risks are outlined below: 
 
1. Strategic Risks 
Strategic risks include risks created by the Company’s strategic objectives and business strategy 
decisions that could affect its long term positioning and performance. They are monitored at the 
highest level with active oversight by the Board of Directors.  
 
Strategic risk management is the response to uncertainties and opportunities faced by a company. 
It involves a clear understanding of corporate strategy, the risks in adopting it and the risks in 



 

executing it. These risks may be triggered from inside or outside the organization. PPAF 
management clearly understands its role in identifying the strategic risks. The project appraisal 
documents, business plans and strategies identify the key risks along with mitigation strategies.  
 
2. Operational Risks 
These are risks that can affect the Company’s ability to execute its plans and objectives including 
operational and administrative procedures, such as workforce turnover, supply chain disruption, 
IT system shutdowns or control failures. By adopting an integrated approach, PPAF ensures that 
all operational risk management initiatives are aligned with the corporate strategy. 
 
3. Financial risk management 
The Company’s activities expose it to a variety of financial risks: credit risk, liquidity risk and 
market risk (including currency risk, interest rates risk and price 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. 
 
4. 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 donor 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 14,716,386 thousand (2015: Rs 
13,912,719 thousand) (including loans to five major POs of Rs. 8,334,507 thousand) (2015: 
loans to five major POs of Rs. 7,299,601 thousand). The Company controls the credit risk 
through credit appraisals, assessing the credit-worthiness of POs and creating charge on the 
assets of POs. 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. 
 
5. Liquidity  risk 
Liquidity position of the Company is closely monitored to ensure availability of sufficient funds 
to meet operational requirements and to safeguard the Company against cash flow risks. This is 
done through effective cash flow forecasting, maintenance and management of maturity profiles 
of assets and liabilities to match cash inflows and outflows thereby optimizing the working 
capital cycle. In addition, the Company’s Treasury Management System ensures placement of 
surplus funds in short term investments yielding incremental income for the Company. 
 
6. 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 material 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 28,252,192 (2015: Rs 27,441,473) thousand and 
financial liabilities include balances of Rs 14,304,338 (2015: Rs 15,027,048) thousand 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 139,479 (2015: Rs 124,144) thousand 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. 

 
7. Fair value of financial instruments 

The carrying value of all financial assets and liabilities reflected in the financial statements 
approximate their fair values except for investments and loans receivable/ payable which are 
stated at cost or amortized cost. 

 
8. 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 Company. 

 
Risk Governance 
The roles and responsibilities at various levels of our risk management program are outlined in 
our risk governance structure. 
Board of Directors: 
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.   
- Audit Committee monitors the Company’s risk management process quarterly, or more 

frequently if required, focusing primarily on financial and regulatory compliance risks. 
- Compensation Committee focuses on risks in its area of oversight, including assessment of 

compensation programs to ensure they do not escalate corporate risk.  
Policies & Procedures 
Board and its committees adopt a set of policies and procedures, promote a culture of ethics and 
values and delegate the authority to senior management for implementation of approved policies 
and procedures. 
The senior management assesses the risks and place appropriate controls to mitigate these risks. 



 

 
Performance Management 
Through the continuous cycle of monitoring performance of the implemented controls to identify 
weaknesses and devising strategic plans for improvement, majority of risks are averted. 
Internal Audit 
Provides independent and objective evaluations and reports directly to Management and the 
Audit Committee on the effectiveness of governance, risk management and control processes. 
Internal Control Compliance 
Each department identifies and manages risks pertaining to their respective areas of 
responsibility in addition to ensuring compliance with established internal controls. 
  



 

11. KEY ACTIVITIES 
 
Children’s Global Network Pakistan (CGNP), in collaboration with PPAF under a pilot project 
titled “Social Educational Enterprise” imparted training to 28 community resource persons 
(CRPs) from Kharan, Gawader, Kech, Panjgur, Awaran and Upper Dir. The six week training 
aimed at encouraging the participants on how to provide quality education to out of school 
children in their own area by setting up their “Educational Enterprise” in the form of a low-cost 
private school.  The training program built capacities of the participants on school management, 
teaching methodologies, school feasibility and business plans. The participants also received 
practical exposure of attending classroom sessions directly by visiting various schools set up by 
educational entrepreneurs in other areas. CGNP arranged a certificates distribution ceremony for 
the participants in Peshawar. 
 
Thardeep Microfinance Foundation and PPAF successfully introduced Alternate Delivery 
Channels (ADC) for the new applicants of microfinance. This ADC e-appraisal system is 
benefiting microfinance clients at their doorstep, removing their burden of taking heavy files 
from home to offices. It has replaced the entire traditional manual mechanism of filling 
application forms to get microloan, taking photo state documents, including CNIC, pictures, etc.  
 
A symposium on “Promoting Partnership for Youth and Community Development” was 
arranged jointly by AKRSP and AKPBS-P under the guidance of PPAF in Gilgit. Mr. Hafiz 
Hafeez-ur-Rahman – Chief Minister Gilgit-Baltistan -- was the chief guest on this occasion. 
Around 250 LSOs representatives, CRPs, youth and other stakeholders attended the symposium. 
 
A consultative workshop organized for KPK POs’ to provide them orientation on PPAF Vision 
2020 comprising program areas, operations, closure of PPAF-III, sustainability of on-going 
projects, formation of committees for KPK and FATA Chapters, developing a strategy at 
provincial level after the 18th Amendment and how to coordinate with officials of government 
line departments. 
 
In collaboration with MANSOL Manpower Solutions, PPAF and Taraqee Foundation jointly 
organized a launching ceremony on technical training for youths of district Ziarat in Quetta 
recently. The three months training would be aimed at enhancing capacity of 220 youth between 
20 to 35 years of age in technical and vocational skills to ensure them guaranteed job 
opportunities in the Gulf countries including Dubai, Qatar, United Arab Emirates and Saudi 
Arabia. Dr. Abdul Malik Baloch, Chief Minister, Balochistan, was the chief guest at the 
ceremony. 
 
PPAF inaugurated a two-day Naukri Ya Karobar convention in Islamabad, where NyK operators 
showcased their success with participants so that they can replicate the model for economic 
betterment of their communities. 
 
PPAF celebrated International Day of the World’s Indigenous People with communities in 
Kalash valley by engaging women to highlight the importance of the Day and discussing the 
implementation of the PPAF Indigenous Peoples’ Plan. This year’s theme was “Indigenous 
Peoples’ Right to Education”. PPAF Indigenous People’s Plan ensures provision of education to 
the indigenous communities of Kalash Valley, Chitral – Khyber Pakhtunkhwa.  
 



 

The PMIFL Scheme Team of PPAF facilitated the visit of Minister of State/BISP Chairperson, 
Ms. Marvi Memon to districts of Badin and Nagarparkar in Sindh where she met with BISP 
beneficiaries, who have also availed Prime Minister’s Interest Free Loan (PMIFL) Scheme and 
become entrepreneurs to transform their lives. 
 
PPAF participated in a seminar organized by UNDP in collaboration with Planning Commission 
titled “Bringing Inequality to the Public Agenda” in Islamabad. Federal Minister for Planning, 
Development and Reform, Mr. Ahsan Iqbal said the government had adopted inclusive and 
sustainable economic policies to minimize socio-economic inequalities. He noted that inclusive 
growth strategy implied egalitarian distribution of income and resources. In the seminar, Qazi 
Azmat Isa, CEO PPAF suggested the Planning Commission to devise a mechanism to determine 
whether the new public sector spending was going to Lahore or southern-Rajanpur district, 
which is at the bottom of Human Development Index. 
 
PPAF - an innovative model of public private partnership, celebrates every year in collaboration 
with Citi Foundation – the philanthropic arm of Citibank. 10th Citi Microentrepreneurship 
Awards (CMA) were held in Islamabad. PPAF Chief Executive Officer Mr. Qazi Azmat Isa and 
Citi Country Officer Mr. Nadeem Lodhi led the ceremony. CMA programme has become known 
for its success in increasing awareness for microfinance and providing incentives to 
microentrepreneurs. This year, a record breaking number of nominations were received from 
various microfinance institutions. 
 
Mari Petroleum Company Limited (MPCL) and the Pakistan Poverty Alleviation Fund (PPAF) 
signed a MoU – launching the “School Improvement Program” in Quetta and Harnai districts of 
Balochistan. Through this agreement, MPCL and PPAF have agreed to form an alliance to 
embark on interventions in the fields of education, infrastructure, renewable energy and social 
sector services as identified by local stakeholders and as mutually agreed by MPCL and PPAF. 
Initially this pilot project included rehabilitation of two Government schools, i.e. the 
Government Girls and Boys School Astangi, Margat Quetta and the Government Girls High 
School, Harnai while a third school i.e., Govt. Primary School, Ziarat Kach, UC Khost became 
part of the project on MPCL’s proposition. This project is being funded through MPCL’s 
Corporate Social Responsibility (CSR) budget.  
 
  



 

12. MOVING FORWARD 
 
The Millennium Development Goals (MDGs) have guided countries and partners over the last 15 
years in improving the living conditions of the poor. As the world reflects on the Millennium 
Development Goals and refines a new sustainable development agenda, it is evident now more 
than ever that development is no longer the work of traditional actors and donors alone. With 
2016 marking the new beginning with a transition from the Millennium to the Sustainable 
Development Goals (SDGs), the international community celebrated many development 
successes since 2000. Ensuring that no one is left behind is at the core of the 2030 Agenda for 
Sustainable Development, and is a fundamental guiding principle for its implementation.  

PPAF has also started aligning its work with SDGs after the transition of developmental goals 
from MDGs to SDGs. In order to realign its programme with the new sustainable development 
agenda for the next 15 years, PPAF’s results framework has been mapped against the SDGs and 
Targets. Given that the SDGs and their targets are universal and all-encompassing in nature, 
PPAF has identified 11 SDGs and 23 targets which are fully or partially aligned with PPAF’s 
programme articulated in the form on nine long term goals and 34 targets. This results 
framework is being reviewed by the senior and middle tier management of PPAF for adoption as 
its agenda for the next 15 years. PPAF remains firmly committed to the task of development and 
poverty alleviation. PPAF has taken over the responsibility for achieving the SDGs which outline 
a 15-year agenda to address the 17 issues of the developing world which include poverty, 
hunger, quality education, clean water, sanitation and affordable energy etc. With its wealth of 
experience and innovation, PPAF is in a strong position to assist the GoP and its current and 
future development partners in the achievement of the SDGs in partnership with its Partner 
Organizations and the community institutions on the ground. 

PPAF aims to further strengthen its position in promoting economic diversity, enhancing 
regional connectivity, improving cross-border economic corridors, enhancing delivery of public 
services, and managing climate change. These ambitions will build up the forward-looking 
ventures and will require increased resources—and close coordination with development 
partners. 
 
Achieving positive development outcomes will increasingly rely on engagement with a diversity 
of stakeholders. Collaboration with stakeholders continued to grow stronger. PPAF has made 
important strides toward unlocking nontraditional sources of development finance and moving 
beyond official development assistance alone. 
 



2016 2015 2014 2013 2012

Outreach - Numbers (Cumulative)
Partner Organizations 137 137 130 127             116            
Districts 129 129 129 129             129            

Funds deployment - Rs. in million
Microcredit

Loans receivable from POs (Gross) 14,716            13,913        13,985        13,300 13,434        
Gurantee facility 2,150              3,600          3,820          3,265 1,845 

16,866 17,513        17,805        16,565        15,279       

Grant

 Core Operations 5,456              6,934          5,349          6,079 6,437 
 Relief & Reconstruction Operations 408 219               665               108             202            

5,864             7,153 6,014 6,187          6,639         

Total funds deployment 22,730           24,666       23,819        22,752        21,918 

Balance Sheet - Rs. in million
Total assets 30,857            32,285        35,914        31,656 27,090        
Endowment Fund 1,000 1,000 1,000 1,000          1,000         

Reserves
Capital adequacy reserve 2,207              2,087          2,098          1,995 2,015 
Grant fund 7,520 6,706            5,659            4,853 3,804 
Reserve for lending activities 3,653 3,236            2,671            2,256 1,686 
Income on grant fund 1,139 978               582               754             400            

14,519 13,007         11,010          9,858            7,905           

Total equity (endowment + reserves) 15,519 14,007         12,010          10,858          8,905           

Long term loans 13,448              14,236          14,801          15,003 15,355        

Operational Results - Rs. in million
Total income 2,963              3,250          2,880          2,896 2,794 
General and admin expenses 576 587             591             509             435            
Surplus before loan loss prov. and relief work 1,919              2,250          1,845          2,094 2,070 

Net Surplus 1,511              1,998          1,152          1,953 1,375 

Financial Ratios - Percentage
Surplus brefore provisions & relief/total income 65% 69% 64% 72% 74%
Return on equity (Surplus before provision and 
relief activities to Equity)

13% 17% 16% 21% 25%

Return on assets (Surplus before provision and 
relief activities to Assets)

6% 7% 5% 7% 8%

General and admin expenses/funds deployed 2.53% 2.38% 2.48% 2.24% 1.98%

Debt/equity 46:54 50:50 55:45 58 : 42 63 : 37

PAKISTAN POVERTY ALLEVIATION FUND

FINANCIAL HIGHLIGHTS
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