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DIRECTORS' REPORT 

 

 
 

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

fifteenth Annual Report along with audited financial statements of the Company for the year 

ended June 30, 2015. 
 

Pakistan’s economy during the period 2014-15, grew at a steady pace, reaping its benefits in both 

economic and political spheres. Pakistan as an emerging economy has the potential of 

contributing to global economic growth. Declining inflation, relatively better growth in private 

sector and robust payments helped propel consumer spending. The launch of Pak-China 

Economic Corridor has become another major milestone, encouraging the major trading partners 

of Pakistan to grow with better outlook, which will provide an opportunity to uplift socio-

economic condition of the common man.  

 

Pakistan has shown gradual progress on various development facets in the past years. However it 

is necessary to systematically identify, prioritize and address bottlenecks in the development 

sector to realize the goals and targets specifically aimed at providing income generating 

opportunities to the poor in the socio-economic context of the country. Recurring issues on 

population and problems with demographic transition, natural resource degradation, and 

governance appear to be more pressing now than ever before. Natural disasters, being another 

spiral into human catastrophes, entrench the poverty that already exists and pull more people 

down into poverty, together with their means to generate income. The risk of impoverishment is 

linked to lack of access to the markets, capital, assets and insurance mechanisms that can help 

people to cope and to rebuild. This combination of exposure to climate vulnerability and limited 

access to social safety nets is a serious risk factor which is more widespread in a remote rural 

area. Growing inequalities weakens social cohesion and contributes to exacerbating conflicts 

within the Country. 

 

One-third of Pakistani households are facing poverty, with uneven distribution among provinces 

and rural and urban populations, on less than $1.25 a day. Challenges to poverty reduction are 

increasingly diversified across regions, and solutions are needed to take on multi-sectoral 

approaches. Disaster risk management has become a key component of poverty reduction efforts, 

focusing on protecting livelihoods as well as saving lives. Unless we are better prepared to face 

droughts and floods, extreme poverty cannot be eliminated. These development challenges 

require an ambitious, strategic focus to spur high economic growth, which is inclusive and 

environmentally sustainable, across the country. 

 

2014-15 was a year PPAF dedicated to building and consolidating partnerships at all levels in 

order to deepen and broaden its outreach. PPAF’s agenda and clear policies reflect its 

commitment towards its prime goal of poverty reduction entrenched within its overall 

development strategy. PPAF worked to expand economic opportunities for the poor and of the 

marginalized, and to encourage the entrepreneurial spirit of women. PPAF provided support for 

lending and linked services through social assistance, and infrastructure programs. Given the size 

of the challenges and limited resources, PPAF ensured institutional effectiveness and operational 

efficiency to better respond to the needs and voices of all stakeholders. Three strategic 



 

approaches: inclusion, sustainable growth and regional integration remained the focal point of 

PPAF’s overall operations. PPAF interventions are having a positive impact on the lives of the 

poor. PPAF remained proactive and responsive, striving for even greater achievements in 

poverty reduction. PPAF’s multi facet, cost effectual structure safeguarded the faith and 

buoyancy of all stakeholders, including the Government of Pakistan, international bilateral and 

multilateral donor agencies, private and corporate sector institutions, Partner Organizations 

(POs) along with the deprived groups of communities.  

 

PPAF was at the forefront to provide relief and rehabilitation support for people affected by the 

natural calamities across the country. PPAF facilitated the return of 900 Masuri Bugti families 

from District Rajanpur, where they remained marginalized and neglected for so many years, to 

their homes in Dera Bugti, Balochistan in April 2015. PPAF recognizes that any serious attempt 

about eradicating poverty must put disaster risk management at the heart of all interventions. 

Without this, the target of ending poverty may not be within reach. PPAF also emphasizes on 

comprehensive social safety nets framework to protect the poor and vulnerable, the focus on the 

rural economy, water resource availability and health and social services.  

 

Progress Review: 
 

During the year PPAF managed steady progress in terms of its operations. Total portfolio 

managed during the year was Rs 24,666 

million as against Rs. 23,819 million in FY 

2013-14, an increase of 4%. 

Loan portfolio decreased by 2% to Rs. 17,513 

million (FY 2013-14 – Rs. 17,805 million). 

This included Rs. 13,913 million as loan 

outstanding with POs (direct exposure) and Rs 

3,600 million placed with bank as guarantee 

facility to facilitate lending (indirect 

exposure). All the available funds for lending 

were fully deployed.  

Disbursements for grant based interventions 

during the year were Rs. 7,153 million as 

against Rs. 6,014 million last year, an increase 

of 19%. Disbursements for water and 

infrastructure components increased by 43% to Rs 1,798 million (FY 2013-14 - Rs 1,257 

million). The amount available under PPAF III project was utilized for integrated programming 

i.e. linking productive physical infrastructure for social-economic activities. Infrastructure was 

provided around livelihood areas including agriculture, productive platforms, rural connectivity, 

digital hubs, tourism etc. Moreover, renewable energy projects were initiated in off-grid areas. In 

addition, interventions and initiatives were taken to revitalize the dysfunctional schemes. 

Disbursements for livelihood component showed a reduction of 4% and were Rs 2,335 million 

(FY 2013-14 – Rs. 2,429 million). Livelihood interventions focused on assets transfers, 

enterprise trainings, one stop shops that offer multiple facilities (Youth Centers, Loan Centers 

and Nokari Ya Karobar Centers) to cater to the needs of different sectors of the deprived 

communities.  



 

Figure 4 - Provincial distribution of 
Microcredit funds 

 

Figure 2 
Share of funds disbursed 

 

Disbursements for health and education component declined by 55% to Rs. 234 million (FY 

2013-14 – Rs. 522 million). PPAF, in line with its strategy, started handing over the education 

facilities to Government and communities. This has resulted in reduction PPAF supported 

facilities and related financing during the year. PPAF is now focusing on capacity building of 

local communities for ensuring sustainability of health and education initiatives.  

Social mobilization disbursements were Rs. 928 million (FY 2013-14 – Rs. 1,140 million), 

reduction of 19% from last year. PPAF reached its scale in formation of community 

organizations last year. The available funding was used to consolidate the existing and previous 

portfolio focusing on building capacities of institutions for managing their own development, 

access to services through improved linkages with the local government, other development 

programs and private sector for sustainable service delivery after closure of PPAF III project. 

During the year PPAF initiated the Prime Minister’s Interest Free Loan Scheme and disbursed 

Rs. 1,626 million. In addition to core operations, Rs 219 million (FY 2014 – Rs 666 million) 

were spent on projects and relief activities being carried out in flood and earthquake affected 

areas. [fig. 1] 

Cumulative disbursements since inception to June 30, 2015, 

stood at Rs 162,878 million 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, 

2015, 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-

Figure 3  
Provincial distribution of funds  
Cumulative since inception to June 30, 2015 
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Figure 5 - Provincial distribution of Grant 
funds  

 
 

agricultural business. Accordingly, microcredit funding during the year concentrated primarily in 

Punjab with 66% of the total share followed by Sindh 20%, KPK 7% and GB 7%. [Fig 4].  

 

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. 19% of the funds were 

allocated in KPK, 46% in Punjab, 11% in Balochistan, 

20% in Sindh and 5% in GB/ICT. In the aftermath of 2005 

earthquake, PPAF was involved in rehabilitation and 

reconstruction work in KPK and AJK on a massive scale 

which was reflected in the cumulative allocations. Due to this intervention there was variation in 

annual and cumulative allocation of funds.  
 

By the end of June 2015, PPAF had expanded its partnership with 137 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 7.8 

million microcredit loans, of which 4.8 million (61%) were to women with 80% of the financing 

extended in rural areas, completed over 35,000 health, education, water and infrastructure 

projects, transferred 82,000 assets to poor and organized over 17,000 training events for 986,000 

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 has extended its outreach in almost every district of the country. PPAF continued to work 

with its partners in both the private and public sector to help stimulate the strong links needed to 

reduce poverty and shared prosperity. During the year efforts continued to improve gender 

  Women Share in PPAF Interventions 



 

equality in all PPAF projects by incorporating elements for gender balance. These included a 

high number of projects in education and skills development, agriculture and rural infrastructure. 

 

Operational and Financial Highlights 

 

PPAF, as a non-profit institution, capitalized on profits to earn sufficient revenue to run it’s 

financial and development activities 

smoothly.  

 

Total income earned during the year 

increased by 13% to Rs 3,250 million (FY 

2013-14 - Rs. 2,880 million). Despite 

reduction in KIBOR, income on 

investments/saving accounts increased by 

5% due to increase in portfolio. Service 

charges on loans to POs declined by 4% 

due to reduction in KIBOR (to which 

pricing is related). During the year, grant 

in support of operational expenses increased by 140% to Rs 582 million (FY 2013-14 – Rs. 243 

million). The increase was due to reallocation of funds by World Bank from civil works for 

PPAF's office building (which remained un-utilized) to support for operational cost. 

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. 100 million 

(FY 2013-14: Rs 74 million).  

 

The general and administrative expenses 

related to the operations of PPAF 

decreased by 1% to Rs 586 million (FY 

2013-14 – Rs 591 million) due to 

operational efficiency and synergies 

among staff. Major reduction was in 

travelling expenses which decreased by 

13% to Rs. 70 million (FY 2013-14 – Rs 

81 million). Salaries expenses for the 

year were Rs. 363 million against Rs. 

346 million for FY 2013-14. Salaries 

were limited to a 5% increase as 

compared to 14% increase last year. 

Overall grant operations of PPAF were 

consolidated under one Group Head as 

against previous arrangement of two 

Group Heads. Also synergies were built 

among staff for monitoring by creation 

0

500

1000

1500

SC on loans Income on
invest/bank

Operational
support from

donors

Amortization
and other

income

1185 
1382 

582 

101 

1238 1311 

243 
88 

Figure 6:   Total Income 
                 Rs. in million 2015

2014



 

of provincial teams which resulted in reduced requirement of additional staff for achieving 

program targets. Due to this arrangement staff members who had left PPAF were not replaced. In 

addition most of new staff was also not hired which resulting in savings in salary bill. 

 

Seminar, workshops and training expenses of Rs 30 million (FY 2013-14 - Rs 40 million) 

included Rs 19 million (FY 2013-14 - Rs 17 million) spent on trainings and Rs 11 million (FY 

2013-14 - Rs 23 million) incurred on seminar and workshops. An amount of Rs 168 million (FY 

2013-14 - Rs 158 million) was incurred on technical/other studies. 

 

The loan loss provision of Rs 27 million (FY 2013-14 - Rs 28 million) was made against loans as 

per policy. The financial charges of Rs 215 million (FY 2013-14 - Rs 175 million) included 

service charges on long term loan and amortization of deferred benefit of below market interest 

rate on long term loan and bank charges. PPAF spent Rs 219 million (FY 2013-14 - Rs 666 

million) on project and relief activities financed from PPAF own resources.  

 

During the year Rs. 7 million was recognized as actuary adjustments as per new requirement of 

accounting standard for staff retirement benefit (gratuity fund). Previously such expenses were 

recognized over the life of the gratuity fund, however, amendment in accounting standard 

required immediate recognition.  

 

Total expenditure decreased by 1% to Rs 1,027 million (FY 2014 - Rs 1,040 million). Surplus 

before project and relief activities and actuarial losses was Rs 2,250 million as against 1,845 

million in FY 2013-14, indicating an increase of 22%. Net surplus for the year increased by 73% 

to Rs 1,998 million (FY 2013-14 – Rs 1.152 million). 

 

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 was current in all its repayments to GoP. During the year, Rs. 654 million (FY 

2013-14 - Rs. 615.51 million) was repaid on account of principal amount of loan and Rs 114 

million (FY 2013-14 - Rs 101.46 million) as service/commitment charges to the GoP. 

 

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

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

principal amount of the reserve 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, 2015 

the reserve increased by 19% to Rs 6,706 million (FY 2013-14 - Rs 5,659 million).  

 

Total equity and reserves increased by 17% to Rs 14,007 million as at June 30, 2014 from Rs 

12,010 million as at June 30, 2014. Total assets of the Company reached Rs. 32,285 million on 

June 30, 2015 against Rs 35,914 million as at June 30, 2014, a decrease of 10%. Total loan 

receivables were Rs 13,913 million on June 30, 2015 as against Rs 13,985 million as at June 30, 

2014. The debt equity ratio improved to 50:50 (FY 2013-14 - 55:45). 

 
The Company’s cash and cash equivalents decreased by Rs 5,223 million as compared to last 

year. The funds were utilized mainly for programme/operational activities, making short and 

long term investments. At the end of the year, the Company had cash and cash equivalents of Rs 



 

3,405 million. Detailed financial projections are prepared and regularly updated to ensure 

availability of funds 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 A. F. Ferguson & Co. Chartered Accountants have completed the annual audit for the year 

ended June 30, 2015, and have issued an unqualified audit report. The auditors will retire on the 

conclusion of the upcoming Annual General Meeting of the Company. 

 

On the recommendations of Audit Committee and the Board of Directors a competitive process 

was followed for selection of Auditors following a criteria approved by Audit Committee. Based 

on competitive process, the Audit Committee recommended appointment of M/s Ernst & Young 

Ford Rhodes Sidat Hyder, Chartered Accountants, as External Auditors of the Company for the 

year ending June 30, 2016. 

 

Conclusion: 

 

Poverty has numerous facets, manifested in the form of low income, lack of access to resources, 

few opportunities for participation in the political process and high vulnerability to risk and 

shocks. Tackling poverty requires a holistic approach that promotes pro-poor economic growth, 

creates opportunities and choices while maintaining macroeconomic stability, improving 

governance, consolidating devolution to the grass roots level and protecting vulnerable segments 

of the society. PPAF acknowledge the need to further mainstream sustainable development at all 

levels, integrating economic, social and environmental aspects and recognizing their 

interlinkages, so as to achieve sustainable development in all its dimensions. 
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Annexures 

1. INTERVENTION STRATEGY 
 

I. Program Level 

PPAF believes in delivering results to impact 

the lives of the poor in real terms. To ensure 

consistency and effectiveness of its 

interventions PPAF has developed a set of core 

values which are the foundations of the way in 

which PPAF works. . These values include a 

focus on democratic governance, participation, 

accountability, social inclusion and 

sustainability. PPAF also promotes a holistic 

approach to poverty alleviation, aligned 

closely with Pakistan’s commitment to the 

MDGs and places emphasis on integrated 

development programs that generate a broad 

and deep socio-economic impact at the community level. Saturation and deepening are integral 

strategies of PPAF. These approaches are focused on safeguarding against project interventions 

being spread too thinly. Accordingly, they support demand-driven interventions which are 

preferably in the union councils where POs have already intervened during WB supported 

PPAF-I and PPAF-II. In July 2011, a decision was taken to carry out activities in selected 

Priority Union Councils for further saturation and deepening, to achieve increased organization 

and inclusion of the poor, including women, youth, persons with disabilities and ultra-poor 

households. In addition, PPAF also takes into consideration donors’ preference for interventions 

and geographical areas. PPAF has formulated a Results Framework to track outcomes and 

impact in a two dimensional framework: (i) Overall Objectives (and associated indicators) align 

PPAF operational activities, to the extent relevant, with MDGs and core focus on institutions of 

the poor (ii) Intermediate Outcomes (and associated indicators) break out overall indicators in 

terms of operational components. Both dimensions represent long term objectives and vision of 

the institution. Time bound project specific indicators have been subsumed in the overall PPAF 

strategic objectives and framework. All the envisioned outcomes and impact are limited to PPAF 

interventions, components, communities, households, districts, UCs and locations.  

 

II. Regional Level 

In the year 2011 PPAF revised its resource 

allocation policy to enhance the impact of its 

interventions. The key features of the said policy 

were: 

 Grant funds to be allocated towards those 

areas/regions of Pakistan that had historically 

lagged behind in socio-economic 

development had high food insecurity and 

were underserved.  

Our Core Values: 
Inclusion   –   Participation   –   
Governance  –  Transparency   –   
Sustainability 
 

Our Change Philosophy: 
Social mobilization     +     

integrated development strategies  
(social, economic, environment)    

+      private and public 
investment 

=    empowered communities 
and           reduced poverty 

Our Results Framework: 
The Millennium Development 

Goals 



 

 Microcredit to be allocated to better off areas to cater to the needs of the entrepreneurial  poor 

who have skills to earn a living but are unable to access finance due to lack of collateral and 

size of loans. The very poor are not to be given microcredit but grants for assets so as to 

facilitate them to initiate livelihoods.  

Districts marked in red and orange are highly food insecure and have low HDI ranks. PPAF 

grant funding can be allocated to all districts other than those shown in blue colour. All regions 

in the country will continue to benefit from Microfinance.  

 

Three country-wide assessments were consulted in order to determine the development status of 

a district. These included (i) Trends in Regional Human Development Indices (Social Policy 

Development Center); (ii) Food Insecurity in Pakistan (World Food Programme) using FAO 

ranking; (iii) Government’s Medium Term Development Framework 2005-2010 which identified 

the 29 poorest districts of the country. The district prioritization policy was developed after 

extensive in-house consultation and was duly approved by the Board of Directors of PPAF. 

 

III. Household Level 

Proper identification of the various target groups is crucial to ensuring an inclusive approach. 

Poverty scorecard (PSC) developed and introduced by GoP is an effective tool to measure 

poverty. By ranking clients in accordance with their assets (to determine the extent of household 

poverty in an objective manner), it helps to target the poor and track changes in poverty. The use 

of the PSC has improved the service delivery mechanism in PPAF supported operations and 

caters to the differing needs of households within various bands of the PSC. 

PPAF’s POs identify poor and ultra-poor using PSC data to allow for improved inclusion and 

standardization of targeting approaches in community level organizations. Every community 

level project components and interventions are proposed to be linked with the poverty scorecard 

results to provide comprehensive coverage to all PPAF interventions at union council and district 

level. 



 

2. Programme Overview 
 

During the year, the Government of Pakistan announced Rs. 3.5 billion Prime Minister’s Interest 

Free Loan (PMIFL) Scheme to support productive microenterprise activities of poor, vulnerable 

and marginalized households, not yet tapped by the microfinance sector, so that they may 

engage in productive economic activities that will improve their lives and allow them to 

positively contribute to the economy. Based on its previous experience, PPAF was mandated 

by the Government of Pakistan to design, mobilize, implement and monitor the PMIFL Scheme.  

The POs have established loans centers at UC levels and funds are disbursed to beneficiaries as 

interest free loans as per predefined eligibility criteria. The community institutions are involved 

in different activities under 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, 2015 is as follows: 

 

Partner Organizations (POs)  25 

Coverage  Districts: 36           UCs: 265 

Loan Applications  
Total Received Total Approved 

66,480 61,351 

No. of Loan Centers/Branches established 164 

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

1,626 1,167 

No. of Loans  Disbursed to Borrowers 

57,117 

Male Female 

20,814 (36%) 36,303     (64%)  

Average Loan Size (Rs)  20,525 

 

The Program for Poverty Reduction (financed by GoP through Italian Government funding) 

became fully operationalized during the year. The 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, 2015 EUR 1.2 million were disbursed (3% of the total financing). Implementation progress 

as of June 30, 2015 is as follows: 

 
  Sr. 

Indicators with Components 

Progress till June 

30, 2015 

Component: Institutional Development & Social Mobilization 

1 No. of community organizations formed/revitalized  2,598 

2 No. of village organizations formed 365 

3 No. of local support organizations formed 17 

4 Membership in community institutions (34% female)  38,897 

5 Institutional Community Resource Persons (CRPs) developed (33% female) 403 

6 Village Development Plans (VDPs) developed 165 

7 Union Council Development Plans (UCDPs)  developed 12 

8 Community members trained (25% female) 279 

 

Livelihood Support and Promotion of Small Community Infrastructure 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 KPK. The 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, 2015 EUR 20.44 million were disbursed (64% of the total financing).  

Implementation progress as of June 30, 2015 is as follows: 

 
 

Sr. Indicators with Components 
Progress till June 30, 2015  

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 

 

The Third Poverty Alleviation Fund Project (financed by GoP through World Bank funding) 

involve funding of US$ 250 million. The objective of the project is to empower the targeted poor 

with increased incomes through improve productive capacity and access to services to achieve 

sustainable livelihoods. This is being achieved by increasing organization and inclusion of poor - 

including women, youth, disabled and ultra-poor households - in community institutions and 

their enhanced participation in economic activities, skill enhancement for taking-up higher value 

employment, and increased income through an increased asset base, improved infrastructure and 

market linkages. PPAF III approach involves deepening and a more intensive intervention in the 



 

poorest union councils while facilitating improved access to services and resources for 

communities in other parts of Pakistan. 

 

PPAF has achieved most of the targets set under the original plan and is on track to complete the 

project by September 30, 2015. As of June 30, 2015 PPAF had disbursed US$ 237.5 million i.e. 

95% of the allocated funds (US$ 250 million). The Implementation Support Mission of the 

World Bank which visited PPAF from May 11-21, 2015 concluded that the project remains on 

track to meet its goals by project closure on 30 September 2015. Implementation progress as of 

June 30, 2015 is as follows: 

 

Indicators with Components 
End Project 

Target 
Status as of June 30, 2015 

  No. %age of Total 

Social Mobilization and Institution Building 

No. of new Community Organizations (COs)  

formed 

25,000 53,126 213% 

No./ %age of CO member households that are poor 
60% 55% 92% 

No. of Village Organizations (VOs) formed 3,250 5,616 173% 

No. of Local Support Organizations (LSOs) formed 81 379 468% 

Livelihoods, Employment and Enterprise Development 

No. of Common Interest Groups (CIGs) formed 2,300 8,392 365% 

No./%age of Households receiving productive 

assets 
79,756 76,125 95% 

No./%age of women trained in enterprise skills 160,000 150,955 94% 

No./%age of female grant recipients (asset 

transfers) 
39,878 36,293 91% 

No. of individuals to whom Livelihood training has 

been provided 
320,000 315,658 99% 

No./%age of individuals receiving daily wage 

compensation 
54,315 57,477 106% 

No./ %age  of CIGs establishing links with market 

and line departments 
20% 4,171 50% 

No./ %age of Loan Centres  122 116 95% 

No./%age of Production Centers (PCs) 71 71 100% 

No./%age of Naukri ya Karobar (NyKs) 66 77 117% 

No./%age of Youth Centers (YCs) 176 196 111% 

No./%age of Community Resource Persons trained 2,730 2,339 86% 

Disability 

Total no. of assistive devices distributed to Persons 

w/ disabilities 
11,500 38,555 335% 

No./%age of disabled persons trained in enterprise 

development 
2,875 2,984 104% 

Micro-Credit Access 

Micro-finance penetration rate in PPAF III districts 8.8% 11.87% 135% 

No./%age of new borrowers 230,000 355,760 155% 

%age of loans served to women 25% 67% 268% 



 

Basic Services and Infrastructure 

Total no./%age of infrastructure schemes 

completed 
4,934 4,321 88% 

No./%age of COs benefitting from improved 

infrastructure 
50% 46% 92% 

Total No. of school facilities constructed or 

renovated 
336 896 267% 

Total no. of children benefitting from schools 40,081 127,059 317% 

Total no. of health centers constructed, renovated 

and/or equipped 
280 504 180% 

Total no. of beneficiaries from health centers 2,242,187 12,581,564 561% 

 

The Hydropower and Renewable Energy (HRE) Project (financed by GoP through funding of 

KfW – Development Bank of Germany) started in the year 2013 in KPK. The overall objective 

of the Project is to contribute to the improvement of the general living conditions and quality of 

life of the poor in KPK province. The project concerns about the financing of micro/mini 

hydropower plants, solar lighting systems, integrated water efficient solar irrigation systems and 

pilot projects in renewable energy in KPK. The 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, 2015 PPAF had disbursed EUR 1.4 million (14% of total financing). 

Implementation progress as of June 30, 2015 is as follows: 

 
Sr. Indicators with Components Progress 

1 Micro Hydropower Project (MHP)  

1.1 No. of Sites Identified 07 

1.2 No. of  Projects Designed 06 

1.4 No. of  Projects Initiated 05 

2 Solar Lighting Systems (SLS)   

2.1 No. of  Sites Identified 100 

2.2 No. of  Projects designed 100 

3 Pilot Project in Renewable Energy (PPRE)-Mini Grid  

3.1 No. of Projects Identified 01 

3.2 No. of Projects Designed  01 

 
  



 

3. Programming and Compliance Framework 
 

Institutional values  

In PPAF’s culture values are very deeply rooted to supplement its overall development goal. 

PPAF’s values are well aligned with the organization’s vision and are the foundations of the way 

it works. 

 

Inclusion - a very basis of equitable development - lies in the empowerment of individuals 

within communities who have no voice specifically women, the elderly, disabled, widows, 

orphans and minority or vulnerable groups such as the ultra-poor. Within our strategy, social 

inclusion is a cornerstone of the way we work. PPAF is focused on targeting the poorest and 

most marginalized communities and groups across the country. 

 

Good Governance - PPAF’s focus on good governance means that we are focused on ensuring 

that our POs and community institutions can achieve optimal levels of good governance within 

their systems and structures, to be able to be more effective and accountable to all their 

stakeholders.  
 

Transparency, accountability and responsiveness require both vertical and horizontal channels 

of checks and balances, which include strong democratic institutions, and an active and informed 

citizenry and civil society.  

 

Sustainability is about putting its core values at the heart of day-to-day business. PPAF takes a 

zero-tolerance stance on compliance violations and reinforce full integrity in every business 

action from every employee, as well as treat each other with respect and empathy. PPAF 

collaborate and do business only with partners, who share and support our values. PPAF is 

committed to engaging - as a company and as individuals - with pride and passion as citizens of 

the communities where we are present. 
 

Programme Framework 
 

PPAF operations are clustered in two Groups:  

(i) Grants Group. The group manages portfolio of public investments including health, 

education, small scale water and 

infrastructure, disaster preparedness 

and management; Institutional 

Development and social 

mobilization; livelihood 

employment and enterprise 

development; Prime Ministers 

Interest Free Loan Scheme.   

      

(ii)  Financial Services Group 

manages the lending component 

with focus on portfolio management 

and sector development. 
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Compliance & Quality Assurance Framework 

 

Quality Assurance 

Formation of a compliance and quality assurance group strengthened and revamped monitoring, 

evaluation and research as well as environmental and social management functions. Quality 

assurance is ensured through:  

 Progress against outcomes and impact, poverty targeting and institutional values which 

results in improved transparency, efficiency and effectiveness.  

 Integrated management information 

system, regular monitoring and 

reviews/reports along-with 

multilayered customized functions to 

PPAF's requirements. 

 External assessments and evaluations 

including impact assessments and 

surveys (quantitative and qualitative) 

to gauge contribution to MDGs and 

impact on poverty alleviation.  

 Linkages with international and 

national research institutes and 

academia. 

 

Financial Accountability: 
PPAF constantly strives to encourage and 

facilitate all processes and procedures aimed at strengthening the highest level of accountability.  

 Comprehensive and effective audit framework, financial audit of PPAF and POs conducted 

by Chartered Account firms having satisfactory quality control rating assigned by Institute of 

Chartered Accountant of Pakistan. 

 Third party reviews/assessments, semi-annual donor supervision missions, performance audit 

by Auditor General of Pakistan. 

 Compliance with financial and legal covenants (stipulated in donors’ agreements and by laws 

of the institution) and adherence to procurement guidelines and practices. 

 True and fair presentation and dissemination of financial and non-financial information. 

 

Environmental and social responsibility: 

PPAF is an environmentally sensitive organization and is committed to sustainable development 

from a social and environmental perspective. PPAF always ensures that all PPAF supported 

interventions remain socially acceptable and environmental friendly. In line with these objectives 

compliance with the PPAF Environment and Social Management Framework (ESMF) is 

essential for all the POs while implementing small scale infrastructure projects, and extending 

microfinance. Existing ESMF covers the national environmental laws and following World Bank 

safeguard policies for social and environmental safeguards. 

 

 

 

 

Results 
Framework 

Financial Management 

• Multiple audit layers 

• Effective funds management 

• Compliance with regulations 

• Strong Internal Control 

• Adherence to procurement 
guidelines 

Quality Assurance 

• Results Framework linked to MDGs  

• 3-tier Monitoring and Reporting 
System 

• Improved transparency, efficiency 
and effectiveness 

• Third Party assessments 

Environmental & Social 
Compliance 

• ESM Framework in operation  

• Indigenous Peoples Planning 
Framework 

• ESM mainstreaming 

• Accredited with ISO 14001 
certification   

 Cost effectiveness 

Direct Services to the poor 93%, PPAF expenses <3% 

Spending on Partner Organizations 4% 



 

4. Assessments and Ratings 
 

Third Parties Assessments: 
 

Since PPAF provide services to the public sector, accountability and transparency continues to 

be an important concern for it. PPAF therefore 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 SCAD Program (2014-15) by SEMIOTICS Consulting (Pvt.) 

Limited:  
In 2006, PPAF initiated the Sindh Coastal Areas Development (SCAD) Program with the 

funding of World Bank to carry out infrastructure interventions in 52 Union Councils of 4 

coastal districts of SCAD. The objective of the assessment of the study was to evaluate the 

overall effectiveness and impact of the multi-sector Sindh Coastal Areas Development 

(SCAD) Program on the beneficiary population.   

 

The findings of the assessment were that the SCAD program specifically contributed to the 

livelihood improvement and poverty reduction of the coastal communities. The impact, 

whether direct or indirect, had a positive effect on the community members. Community 

organizations had been established along with their associated village organizations and local 

support organizations. Thus, this paved the way for inclusive planning as individuals cited a 

platform to raise their voices and prioritize needs. A leading factor which helped improve 

livelihoods was the implementation of strategic infrastructure according to the needs of the 

community. The development of such infrastructure had a direct and indirect effect on 

individuals’ livelihoods – from access to major roads, time saved on acquiring water and 

provision of lighting during night hours. Nevertheless, additional work needs to take place in 

building capacities of individuals in regard to skills and enterprise development, which is 

directly associated with income levels. 

 

 User/Beneficiary Assessment Survey –II (2014-15) by APEX Consulting Pakistan:  

The study reported that overall 91% of the respondents said they were actively involved in 

the community activities and social mobilization directly or indirectly. Intermediate outcome 

indicator of making 60% of the targeted poor household members a part of community 

activities/community members seems to have been achieved. The average increase in income 

was around Rs.4500 per month of livelihoods program beneficiaries. Under the basic services 

and infrastructure interventions, all beneficiaries opined that they were satisfied with the 

drinking water scheme. Time-saving was the main benefit of the water supply in or near the 

homes of beneficiaries. Another major benefit was lesser incidence of waterborne diseases in 

children and other members of household (76% respondents). Around 83% beneficiaries 

were very satisfied with sanitation facilities. A major portion of irrigation sub-project 

beneficiaries affirmed increase in the crop yield, especially in rupee terms. Moreover, 83% 

beneficiaries reported improvement in the cleanliness of household and saving in time to 

clean the house because of less dust from improved soling in the streets. Overall 83% of the 

respondents expressed satisfaction with the health facilities, which included pre-and post-



 

natal services, family planning services, pharmacy, vaccinations for children under one year 

old. Finally, a majority of respondents (93%) expressed satisfaction with the education 

interventions. 

 

 The findings from the fourth outcome assessment survey of micro-credit recipients financed 

by the PPAF through Gallup Pakistan revealed that on the whole, 61% of borrowers 

experienced a positive change in their personal income. Moreover, it can be seen that 98% of 

the borrowers experienced significant increments in their household incomes. Overall, it was 

observed that the household expenditures of 95% of borrowers underwent a positive increase 

and 17% report improved changes in overall food consumption.  

 

 Assessment Survey of the PPAF’s Social Safety Net, Targeting Ultra Poor (SSN-TUP), by 

Innovation Development Strategies (IDS) reported that the beneficiaries of the program on 

average earn more, spent more, and were wealthier in terms of the assets they own than non-

beneficiaries. Beneficiaries of the program earn Rs. 34,122 more in a year than non-

beneficiaries. Furthermore, beneficiaries saw their incomes increase 178% over the period 

2008-12 while non-beneficiaries saw their incomes rise by only 41% over the same period.  

 

 Results from impact assessment survey conducted by Semiotics Consultants concluded that 

the PPAF’s Programme for Increasing Sustainable Microfinance (PRISM) has performed 

well to meet its development goal of “reducing poverty, promote economic growth and 

improve livelihoods of rural households.” 

 

 Assessment of outcomes for Small Scale Infrastructure study analyzed the outcomes and 

impact of conventional infrastructure interventions in Punjab: namely irrigation, drinking-

water, drainage and sanitation interventions. Findings suggest that the number of hours 

required for irrigating land once decreased by 20% on average; changes in yield of wheat and 

rice of the project areas for irrigation are much larger than those reported by Punjab 

Agricultural Development for the same period; drinking water access through open sources 

such as canals, open wells, streams and ponds decreased by 7.2% households; prevalence of 

major diseases such as malaria, typhoid and diarrhea amongst our treatment households saw 

a decrease. 

 

Donor Ratings 
 

The Supervision Missions of donors carry out regular visits of PPAF to review the progress of 

project implementation and achievements of development outcomes. The ratings of the recent 

supervision missions were: 

 

World Bank - The World Bank conducted two “Implementation Supervision Missions” during 

the year first in November 2014 and second in May 2015, respectively. The overall Project 

Implementation Progress was rated “Satisfactory”. 

KfW – The supervision mission of KfW rated performance of Livelihood and Community 

Infrastructure Project and Hydro and Renewable Energy Projects as “Satisfactory” (February 

2015). 

Italian Corporation – The supervision missions of Italian Corporation rated performance of 

their Project for Poverty Reduction as “Satisfactory” (November 2014 and second in May 2015). 



 

5. Corporate Governance 
 

With a view to ensuring long term satisfaction of our shareholders, regulators, employees, and 

suppliers, PPAF have ensured transparency and good governance at the very core of its business 

strategies and practices. 

 

Governance Framework 

The company maintains an established control framework comprising clear structures, authority 

limits, and accountabilities, well understood policies and procedures and budgeting for review 

processes. All policies and control procedures are documented in manuals. The Board establishes 

corporate strategy and the Company's business objectives and the management integrates these 

objectives into their respective groups’ business strategies with supporting financial objectives.  

 

Best Corporate Practices: 

Sound Corporate Governance is critical to our Company integrity and maintaining investors trust 

in the Company. 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. This is evident from the fact that 

PPAF has voluntarily adopted the Code of Corporate Governance which is applicable on 

companies listed on the stock exchange.  

 

PPAF has committed itself to conduct its business in an honest, ethical and legal manner. The 

Company wants to be seen as a role model in the community by its conduct and business 

practices. All this depends on the Company’s personnel, as they are the ones who are at the 

forefront of Company’s affairs with the outside world.  

 

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 quarterly and half yearly and nine monthly 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. 



 

Corporate Governance: 

PPAF corporate governance structure is based on the Company’s Article of Association, 

statutory, regulatory and other compliance requirements applicable to companies limited by 

guarantee.  

 

The Company throughout the year endured dedication to conduct its business in line with the 

listing regulations. Significant policies required under the Code of Corporate Governance have 

been framed and implemented. 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. 

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

 

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 present Board comprises of twelve Members including the 

Chairman and the Chief Executive Officer. Of these, three were 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; and HR policies and procedures. 

The 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 1 4 

2 Dr. Naved Hamid 3 4 

3 Mr. Amjad Mahmood 4 4 

4 Dr. Rajab Ali Memon 3 4 

5 Mr. Sarfaraz Ahmad 

Rehman 

1 4 

6 Dr. M. Suleman Shaikh 4 4 

7 Dr. Fareeha Zafar 1 4 

8 Mr. Aijaz Ahmad Qureshi 2 4 

9 Mr. Omar Hamid Khan 1 2 

10 Mr. Qazi Azmat Isa 4 4 

11 Dr. Saba Gul Khattak - 2 

12 Dr. Zeba Ayesha Sathar - 2 

13 Mr. Zafar Nasrullah Khan  - 2 

 

Appointment of Directors: 

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

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

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

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

Government nominees. 



 

 
Change of Directors:  

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

Directors; Mr. Zafar Nasrullah Khan, Dr. Zeba Sathar, and Dr. Saba Gul Khattak towards 

progress of the Company. The Board also welcomes the new Director; Mr. Omar Hamid Khan. 

We look forward to working in partnership with him to benefit from his vision and valued 

experience which we are confident will go a long way in the future growth and prosperity of the 

Company. 

 

Board Committees 
 

Board Audit Committee: 

The Audit Committee comprising of four 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 four times during the year and these meetings were held prior to the 

Board meetings. 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 Compensation Committee comprises of four members of the Board including the Chairman 

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

Unit acts as Secretary of the Committee.  

 

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

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

continuous development and skill enhancement of employees.    

 

The Committee met twice during the year to review the HR related agendas. The Committee 

reviewed and recommended for Board’s approval: annual increment for the employees; 

appointment of group head; revised HR manual, mechanism for selection of General Body and 

Board of Directors etc. The Chief Executive Officer and other management employees are 

invited to attend meetings for discussion and suggestions. 

 
 

 



 

Risk Oversight Committee: 

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

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

acts as Secretary of the Committee.  

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

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

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. 

 

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. 

  



 

6. Human Resource (HR) Management 
 

Our most valued resource is our competent and committed work force, powering Company’s 

growth and contributing towards its corporate image. PPAF invests in its human capital to 

maintain a healthy working relationship by providing an employee friendly environment, 

nurturing their skills and talents.  

 

Effectively managing our workforce leads to efficient business operations and that directly 

impact Company’s growth and profit. Workforce has to be retained and kept motivated to sustain 

growth in the industry. To achieve the best from our employees we provide them environment 

where they can demonstrate leadership, accountability and teamwork, and through these 

behaviours, they contribute to the overall success of the Company.  

 

The Company reviews the compensation and benefits of employees so that they are in line with 

the market not only to retain the current workforce but also to attract the competent and valued 

personnel. These benefits reflect Company’s business success. In addition to competitive 

salaries, we offer our employees additional benefits as well. PPAF strives to consistently attract, 

hire and retain high quality talent, so that together we can combine our strengths and skills to 

build a successful partnership that can help us sustain our competitive edge. Our key areas of 

focus for the year were policy development; diversity and inclusion; talent development; 

automation of our HR processes. 

 

Consequently with an enhanced focus on the above mentioned areas, PPAF worked consistently 

to deploy initiatives that ensured top employee performance and satisfaction. Moreover, PPAF 

worked on implementing a rigorous talent development framework which focused on multi-

pronged areas and ensured a healthy talent pipeline that guarantees presence of well-rounded 

future leaders for the organization. 

 

For PPAF nothing means more than the safety of its people. PPAF’s aim is to empower 

employees and communities and find ways to enable them in a culture that is conducive to 

professional growth. PPAF endorse and practice equal opportunities and is committed to 

impartial treatment of all employees, irrespective of origin, race or gender. 

  



 

Whistle blowing Policy 

 
In order to ensure accountability and integrity in our conduct, we have devised a transparent and 

effective whistle blowing mechanism for sounding of alerts 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 & the Board and 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. 

 

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 has 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. 

 



 

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 

he/she wants assistance in correcting the problem. 

  



 

 

7. Treasury Management 
 

Treasury operation at PPAF continues to expand, and the function is increasingly playing a more 

central role in corporate decision-making. 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. 

 

Treasury Management Strategy comprises of the following objectives / tools while remaining 

within acceptable level of risk and exposure: 

 

Maintain liquidity 

The portfolio is managed to provide timely funding for the company’s operational and lending 

needs. Short and long-term cash forecasts are done on regular basis and investment duration are 

matched against expected cash flow requirements.  

 

Security of capital 

Protection of principal is given high priority by limiting the company’s investments to 

Government and other high credit rated securities.   

 

Obtain competitive rate of return 

The prime consideration is the security of capital/funds and then on maximization of return. 

 

Support to Microfinance Sector 

Provide financial support to the microfinance sector by placing funds in fixed income securities 

and other instruments (commercial papers or term finance certificates) of microfinance banks 

where the risk levels are deemed justifiable. 

 

  



 

8. Risk Management 
 

It is PPAF’s policy to view risk management as integral part to the creation, protection and 

enhancement of shareholder value by managing the uncertainties and risks that could possibly 

influence the achievement of our corporate goals and objectives. By adequately assigning 

responsibilities throughout the organization, risks are identified from across the organization and 

are ranked based on their impact and probability. The Board has an overall responsibility for the 

risk management process, incorporating risk management and internal control procedures.  

 

Risks are broadly categorized between financial and nonfinancial risks. Upon identification of 

risks, a strategy is devised to mitigate its impact which is regularly monitored by the senior 

management. The Company is exposed to the risks identified in the following sections, which are 

subject to diverse levels of uncertainty against which the Company has implemented effective 

mitigating strategies as discussed below. 

 

The strategic, commercial, operational and financial risks can emanate from uncertainty in 

financial markets, project failures, legal liabilities, credit risk, accidents, natural causes and 

disasters as well as deliberate aggressive actions from an adversary, or events of uncertain or 

unpredictable nature. 

 

Business Risks and Challenges 

PPAF’s risk management framework focuses on identification, assessment, and prioritization of 

risks, followed by coordinated and economical application of resources to minimize, monitor, 

and control the probability and/or impact of unforeseen events, or to maximize the realization of 

opportunities. 

At PPAF the management and the Board of Directors are cognizant of their responsibilities and 

ensure that the Company’s risk management system properly identifies and provides timely 

response to the emerging risks. In the uncertain financial and economic environment, PPAF is 

exposed to various risks which may have potential impact on the operational and financial 

performance of the Company carrying out its development mandate.  

 

Key operational and non-operational risks including strategic risks are outlined below: 

 

1. Strategic Risks 
Strategic risks are associated with operating in a particular industry and are beyond our control. 

It is linked to undertaking current and prospective impact on overall Company’s returns arising 

from adverse business decisions, improper implementation of decisions or lack of responsiveness 

to industry changes. The challenges are growing due to increasing competition for access to 

opportunities and heightened political and security situations in the country. To counter the risk 

of the strategic failure the Company has a well devised strategy which is updated on regular 

intervals.  

 

2. Operational Risks 

These are risks associated with operational and administrative procedures, such as workforce 

turnover, supply chain disruption, IT system shutdowns, changes in Board structure or control 

failures. By adopting an integrated approach, PPAF ensures that all operational risk management 

initiatives are aligned with the corporate strategy. 



 

 

1. 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. 

 

a) Concentration of credit risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation 

and cause the other party to incur a financial loss. The Company's credit risk is primarily 

attributable to loans to POs, investments and bank balances. The Company is exposed to credit 

related losses in the event of non-performance by POs of micro-credit loans to the extent of Rs 

13,913 million (2014: Rs 13,985 million) (including loans to five major POs of Rs 7,300 million; 

2014: five major POs of Rs 7,282 million). The Company controls the credit risk through credit 

appraisals, assessing the credit-worthiness of POs and creating charge on the assets of POs. The 

credit risk on investments and bank balances is limited because the counter parties are banks and 

Government of Pakistan. 

 

b) Liquidity  risk 

Liquidity risk reflects an enterprise's inability in raising funds to meet commitments. The 

Company manages liquidity risk by maintaining sufficient cash and investments. The Company's 

financial position is satisfactory and the Company does not have any liquidity problems.  

 

c) 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 27,370 million (2014: Rs 27,312 million) and 

financial liabilities include balances of Rs 15,027 million (2014: Rs 15,454 million) which 

are subject to interest rate risk. Applicable interest rates for financial assets and financial 

liabilities have been indicated in respective notes. 

If interest rates had been 1% higher/lower with all other variables held constant, surplus for 

the year would have been Rs 123 million (2014: Rs 118 million) higher/lower. 

iii. Other price risk 

Price risk represents the risk that the fair value or future cash flows of a financial instrument 

will fluctuate because of changes in market prices (other than those arising from interest rate 

risk or currency risk), whether those changes are caused by factors specific to the individual 

financial instrument or its issuer, or factors affecting all similar financial instruments traded 

in the market. 

At the year end the Company is not exposed to price risk since there are no financial 

instruments, whose fair value or future cash flows will fluctuate because of changes in 

market prices. 



 

 

d) 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. 

 

2. 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. 

  



 

9. Key Activities Update 
 

PPAF has successfully implemented the first phase of the Prime Minister’s Interest Free Loan 

Scheme (PMIFL) and has received second tranche. The program is directed towards districts 

with low human development indicators and food security and low or no access to activities in 

livelihoods, employment or enterprise development. 

 

The International Fund for Agricultural Development (IFAD) has awarded PPAF with the 

prestigious Gender Award in Asia and the Pacific Region for 2014. PPAF’s Program for 

Increasing Sustainable Microfinance (PRISM) funded by IFAD was recognized for addressing 

gender inequalities, empowering women and providing them visibility in the best possible 

manner throughout IFAD and across its network of partners in Pakistan. PPAF has invested in 

the formation of women-led value chains and facilitated capacity building and provision of loans 

to generate income streams. These value chains are geared to enable communities, especially 

women, to access quality financial services and to truly utilize economic opportunities leading to 

reduction in poverty. PPAF has also facilitated women in accessing improved income generation 

enterprises under PRISM. 

 

PPAF sponsored international conference on “Pakistan’s First Innovation Forum” which was 

organized by Pakistan Innovation Foundation (PIF). The innovation challenge identified and 

inspired students, professionals, entrepreneurs and citizen innovators to use their talent and 

creativity to help solve Pakistan's competitiveness challenges and development problems. The 

conference brought together leaders of the industry, business, academic and government 

dignitaries as well as innovators and entrepreneurs together at a platform to share and learn from 

one another experience. 

 

PPAF is an environmentally and socially sensitive organization. Based on this sensitivity PPAF 

has developed and implemented Environmental and Social Management Framework (ESMF) 

since 2009. Recognizing its obligation, PPAF is continually striving for environmental protection 

through adoption of cleaner technologies and efficient processes. PPAF received ISO14000 

certification from International Organization for Standardization (ISO) representative – Resource 

Inspection Canada Incorporated (RICI-Pak) – in recognition of PPAF’s efforts in sustainable 

Environmental Management System.  

 

PPAF actively participated in the “Second Pakistan Conference on Sanitation (PACOSAN-II)” 

organized by Ministry of Climate Change to review progress of sanitation and hygiene in 

Pakistan in the light of past experiences for formulation of roadmap towards 2025 to achieve the 

sanitation targets. President of Islamic Republic of Pakistan, His Excellency Mr. Mamnoon 

Hussain, inaugurated the conference and delivered keynote address. 

PPAF celebrated International Women’s Day by conferring Amtul Raqeeb Award to six 

recipients and exhibited artworks titled “What Makes Me Happy” by schoolchildren from PPAF-

supported communities. Addressing the participants, Chief Guest Dr. Haroona Jatoi, Advisor to 

Ministry of Education, said, the recipients of Award serve as a guiding light for the community 

members. 

 

PPAF organized 9th Citi-PPAF Microentrepreneurship Awards (CMA) ceremony to celebrate 

achievements of outstanding microentrepreneurs across Pakistan. The CMA program is a 



 

signature initiative of Citi Foundation aimed at raising awareness about importance of 

microfinance in supporting financial inclusion and economic empowerment of the low-income 

individuals. 

 

PPAF facilitated 900 Masoori Bugtis families’ return to their hometown. These tribe people were 

temporarily settled in Rajanpur for the past four to ten years. PPAF provided quilts, water 

coolers, hygiene kits, tarpaulin sheets and food basket to each of the households. 

 

In collaboration with NRSP Bahawalpur, PPAF implemented its Agri-Value Chain initiative 

successfully. Crop and livestock productivity enhancement training was imparted to over 10,000 

farmers, which has enhanced crop productivity. Further, local farmers were facilitated to 

establish linkages with local fertilizer company for provision of quality fertilizer and seeds. 

 

PPAF established 80 digital hubs in as many union councils as a step towards promotion of 

social enterprise to facilitate communities for providing them access to digital technology and 

improve rural connectivity in Punjab, Sindh, Balochistan and Khyber Pakhtunkhwa. PPAF POs 

identified these union councils on the basis of the need expressed by Local Support 

Organizations (LSOs) during consultation on Union Council Development Plans. Each digital 

hub is equipped with internet, laptop, projector, speakers, digital camera, android-based tablet, 

and printer/scanner/fax and photo copier along with UPS to cope with power breakdowns. The 

digital hubs are set up in the office of LSO which will hire a computer literate digital manager to 

provide technical services to communities. 

 

As a step forward to the annual awards for POs announced by KfW in Feb. 2015, first ever 

Mashal-e-Khyber Awards Ceremony 2014 was organized on April 23, 2015 to acknowledge the 

best practices in project implementation under various program components, for the year 2014 

under LACIP. These awards were also intended to appreciate hard work of the POs and to 

encourage them to put their best foot forward and work competitively to eradicate poverty in 

their targeted areas. The award ceremony was attended by KfW officials, PPAF senior 

management, representatives from POs and award nominees. Social Action Bureau for 

Assistance in Welfare and Organizational Networking (SABAWON), Rural Development 

Project (RDP) and National Rural Support Programme (NRSP) won the first, second and third 

prizes respectively. 
 
 
  



 

10. Future Outlook  
 

Poverty reduction is an overarching and encompassing objective of PPAF. The Company assigns 

very high priority and commitment to reduce poverty by articulating holistic policies and 

developing synergies across sectors. PPAF promotes policies and programmes that reduce 

poverty by satisfying unmet basic needs of the poor in terms of shelter, health and education 

through a participatory process that empowers the poor. PPAF’s pro-poor economic policies aim 

to increase the economic returns for the poor segments of the society. It subsumes achievability 

of Vision 2020 and Millennium Development Goals (MDG) targets, further underpinning 

economic and pro–poor policy not only to sustain but accelerate the ongoing growth momentum 

within a stable macroeconomic environment.  

 

At the heart of our strategy is an understanding that investments in women reduce poverty and 

promote global stability. PPAF aims at establishing a just and sustainable economic system for 

reducing poverty and achieving MDGs. In its ongoing dedication to overcoming poverty and 

creating opportunity for people in destitute areas, PPAF is making progress both internally and in 

the field, and continues to improve the way it serves its clientele. The impact of such growth on 

the poor regions within the country has been profound. Moreover, PPAF remained asserted and 

aligned to achieve the MDGs, and is now working with its national partners to prepare to adopt 

Sustainable Development Goals (SDGs). PPAF has to systematically focus first on climate 

change happening, then on SDGs and then on financing. Getting the sequencing of events right 

and ensuring that all three of them are aligned correctly with one another will make sustainable 

development much more likely to be achieved in short span of time.  

 

PPAF is preparing to help integrate the SDGs into national development planning, and providing 

support for measuring progress toward the new goals, both locally and globally. The new global 

(SDGs) will guide policy and funding for the next 15 years, beginning with a historic pledge to 

end poverty. Working towards a new sustainable development framework and achieving the 

SDGs require new ways of working PPAF itself will transform to meet these challenges in years 

to come. 

 



2015 2014 2013 2012 2011 2010

Outreach - Numbers (Cumulative)

Partner Organizations 137 130 127             116            100            87               

Districts 129 129 129             129            128            127             

Loans ('000') 6,717           5,900          5,167         5,000         3,600          

Water & Infrastructure Projects 32,581          28,528         26,933        25,500       21,000        

Funds deployment - Rs. in million

Microcredit

Loans receivable from POs (Gross) 13,913        13,985        13,300         13,434        11,755       11,202        

Gurantee facility 3,600          3,820          3,265          1,845         1,445         600             

17,513        17,805        16,565        15,279       13,200       11,802        

Grant

 Core Operations 6,934          5,349          6,079          6,437         4,580         4,798          

 Relief & Reconstruction Operations 219              666              108             202            208            9                 

7,153          6,015          6,187          6,639         4,788         4,807         

Total funds deployment 24,666       23,820       22,752        21,918       17,988       16,609        

Balance Sheet - Rs. in million

Total assets 32,285        35,914        31,656         27,090        24,565       23,629        

Endowment Fund 1,000          1,000          1,000          1,000         1,000         1,000          

Reserves

Capital adequacy reserve 2,087          2,098          1,995          2,015         2,351         2,240          

Grant fund 6,706           5,659           4,853          3,804         2,572         1,763          

Reserve for lending activities 3,236           2,671           2,256          1,686         1,385         950             

Income on grant fund 978              582              754             400            222            161             

13,007         11,010          9,858           7,905          6,530          5,114            

Total equity (endowment + reserves) 14,007         12,010          10,858          8,905          7,530          6,114            

Long term loans 14,236          14,801          15,003         15,355        13,761       12,246        

Operational Results - Rs. in million

Total income 3,250          2,880          2,896          2,794         2,485         2,070          

General and admin expenses 586             591             509             435            349            358             

Surplus before loan loss prov. and relief work 2,250          1,845          2,094          2,070         1,444         1,404          

Net Surplus 1,998          1,152          1,953          1,375         1,416         1,329          

Financial Ratios - Percentage

Surplus brefore provisions & relief/total income 69% 64% 72% 74% 58% 68%

Return on equity (Surplus before provision and 

relief work to Equity)
17% 16% 21% 25% 21% #REF!

Return on assets (Surplus before provision and 

relief work to Assets)
7% 5% 7% 8% 6% #REF!

General and admin expenses/funds deployed 2.38% 2.48% 2.24% 1.98% 1.94% 2.16%

Debt/equity 50:50 55:45 58 : 42 63 : 37 65 : 35 67 : 33

PAKISTAN POVERTY ALLEVIATION FUND
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