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

tenth Annual Report alongwith audited financial statements of the Company for the year ended 

June 30, 2010. 

 

The year 2009-10 was yet another year of sustained progress as the Company made steady 

advancement in pursuit of its objectives of poverty alleviation. Despite national challenges of 

growth and development, Company’s performance witnessed positive trends with results 

consolidating a strong financial position. PPAF interventions continued to make a qualitative 

difference in the lives of poor people across Pakistan. The needs of the poor were served by 

following an integrated approach focusing on social mobilization followed by credit, 

infrastructure, health, education, and skill development. This approach helped in addressing the 

many facets of poverty and worked towards reducing vulnerability, especially for women. In 

addition, it also contributed significantly in rebuilding lives, fostering resilience and restoring 

assets of those poor who had suffered from natural disasters. In areas of PPAF sponsored 

interventions, the poor have started reaping benefits of self-reliance and community driven 

development. They are experiencing increased opportunities for income generation, reduced 

dependence on external support and enhanced quality of life. 

 

Over the last decade, PPAF has emerged as the largest initiative in the country for wholesaling 

development support to civil society organizations and is the lead agency for poverty reduction 

and grass root development. As an apex, it has positioned itself as a professional and credible 

institution with a strong and efficient corporate culture. The partner organizations perceive PPAF 

as a catalyst which has led to exponential growth in the microfinance sector, enabled a more 

integrated approach to rural development and allowed a long-term perspective to social 

mobilisation and community empowerment. PPAF has transformed them from a charity driven 

organization, dependent on donor financing, to the one with clear business plans for becoming 



 

sustainable development partners. PPAF is thus helping to demonstrate how the double bottom 

line can be achieved for sustained poverty reduction effort. It has effectively enhanced retail 

capacity in the country where the poor have had very limited access to resources and has raised 

the standards of civil society sector to higher levels effectiveness in terms of social 

responsibility, financial discipline and institutional management.  

 

PPAF uses its interventions as an opportunity to respond to government programmes and 

national priorities. This includes working with the internally displaced people resulting from the 

security operations in the border areas, strategic engagement with Government of Pakistan at 

various levels. PPAF is also engaged with Government in the national policy and institutional 

framework. It is a lead advisor to the Ministry of Finance in terms of the national microfinance 

strategy and has also worked pro-actively with the State Bank of Pakistan in drafting the 

Microfinance Ordinance and Prudential Regulations for Microfinance Banks. In addition, it is 

member of Special Committee/Task force of Planning Commission, partner of Earthquake 

Reconstruction and Rehabilitation Authority and Member of Poverty Reduction Strategy Paper. 

These linkages allow PPAF to effectively leverage its own resources and pursue convergence of 

programs at the community and household level.  

 

By the end of June 2010, PPAF 

funding had been disbursed in urban 

and rural areas of 127 districts of the 

country (to about 200,000 

community organizations / groups) 

through 87 partner organizations of 

which 12 were focusing exclusively 

on women. On cumulative basis, 

PPAF financed 3,600,000 

microcredit loans, of which 

1,700,000 were to women. 21,000 

infrastructure projects were initiated 

and 445,000 staff and community members were trained. In earthquake affected areas, PPAF 

Figure 1 - PPAF coverage 



 

Fig 2 Disbursements - core operations

%
2010 2009 Variance

Credit and Enterprise Development 9,048       6,949      + 30
Water and Infrastructure 1,800       979         + 84
Capacity Building 463          370         + 25
Social Mobilization 999          712         + 40
Health and Edcuation 1,088       73           + 1390

Total 13,398    9,083     + 48

Rs in million

provided financing to 122,000 households to build earthquake resistant homes and, in addition, 

provided training to over 108,000 individuals in seismic construction and related skills. 

 

PPAF financial and non-financial services are estimated to have, on a cumulative basis, benefited 

(directly or indirectly) over 23 million individuals from its credit programme and over 13 million 

individuals from infrastructure, health and education interventions, across the country. The 

benefits of PPAF interventions have been observed to be well distributed across all regions of the 

country. 

 

 

Operational and Financial Overview:  

During the year under review, the Company exhibited impressive growth. The operational results 

achieved during the year allowed the Company to maintain strong financial position which is a 

key to its sustainability. PPAF maintained steady progress in all aspects of its operations. 

Total disbursements for core 

operations during the year 

were Rs 13,398 million as 

compared to Rs. 9,083 

million in FY 2009, 

indicating an increase of 

48%. Disbursements of loan 

(microcredit and enterprise 

development facilities) were 

Rs 9,048 million as compared to Rs 6,949 million; water and infrastructure were Rs 1,800 

million as compared to Rs 979 million; capacity building were Rs 463 million against Rs 370 

million; social mobilization were Rs 999 million as against Rs 712 million, and education and 

health were Rs 1,088 million as against Rs 73 million during the preceding year [fig. 2]. 

During the year disbursement for relief, rehabilitation and reconstruction operations in 

earthquake affected areas was Rs 448 million as against Rs 5,671 million in the preceding year.  

 



 

By the end of FY 2010, cumulative 

disbursements for core operations stood at Rs 

56,442 million. Credit and enterprise 

development, the largest component of PPAF, 

accounted for 74% of cumulative 

disbursements followed by community physical 

infrastructure (14%); capacity building 

assistance (7%); health & education (3%); and 

social mobilization grants had a share of 2% 

[fig. 3] In addition, cumulative disbursements for relief, rehabilitation and reconstruction 

activities were Rs 19,364 million. 

 

PPAF resources and funds have been 

deployed equitably across urban/rural 

settlements, provinces, regions and areas. 

About 56% of the resources have been 

deployed in Punjab; 26% in Sindh; 7% in 

NWFP; 6% Balochistan; and 5% in Northern 

Areas/AJK [fig. 4] 

 

 

 

In line with the Subsidiary Financing Agreement executed between Government of Pakistan and 

PPAF in respect of World Bank financed First Project, the repayment of principal loan amount 

has commenced with effect from November 15, 2007. During the year under review, Rs 109.617 

million was repaid to the Government of Pakistan. 

 

Having utilized the World Bank funds allocated for microcredit component under second project, 

PPAF is now meeting its obligations through its own reserves built up from repayments received 

from partner organizations. As of June 30, 2010, PPAF had disbursed Rs 29,320 million as loan 

from these resources.  

Figure 4  
Provincial distribution of funds – core operations 

 

Figure 3 
Share of funds disbursed – core operations 
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Total assets of the Company on June 30, 2010 stood at Rs 23,629 million against Rs 18,509 

million as at June 30, 2009. Amount of loans receivable from partner organizations as on June 

30, 2010 were Rs 11,202 million as against Rs 9,696 million as at June 30, 2009. PPAF 

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

 

In order to mitigate and mange risk as well as provide sufficient capital adequacy, with effect 

from July 01, 2009, an amount equivalent to 20% of total loan receivable from partner 

organizations are being held in investments. 35% of the surplus funds of the Company, in excess 

of these investments, are being held for lending activities (micro credit and enterprise 

development facility) and the balance 65% are held in investments, the income of which would 

be used for grant based health, education, infrastructure, emergency and any other activity that 

falls within the overall strategic purview of PPAF objectives.  

 

The trend of consistent growth in income continued this year also. Total income generated 

during the year increased by 23% to Rs 2,061 million from Rs 1,669 million in FY 2009. The 

service charges (profit) on loan to 

partner organizations increased 

by 29% due to high volume of 

amount of credit outstanding and 

introduction of market based 

rates for large partner 

organizations. Overall income on 

investments and saving accounts 

increased by 13% due to increase 

in level of investments and 

reserve.  This includes net 

income of Rs 161 million that 

was generated on investments 

specific to grant based activities. During the year, capacity building grant increased by 55% due 

to the availability of financing from Government of Pakistan and donor agencies for PPAF 

operational support [fig. 5]. 
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Figure 5
Total Income
Rs. in million

FY 2010

FY 2009



 

2010 2009

Service charges (profit) on loans 934      745     

Amortization of deferred grant 309      200     

Income on investments/saving accounts 656      723     

Income on grant fund 161      -     

Other income 1          1         

Total income 2,061   1,669   

General and administrative expenses 358      274     

Seminar, workshops and trainings 47        10       

Consultancy charges 176      38       

Loan loss provision 76        236     

Financial charges 75        81       

Total expenditure 732     639     

Surplus for the year 1,329   1,030  

       (Rs in million)

Financial results are summarized as follows:

 

In order to support enhanced operational activities, general and administrative expenses for the 

year increased by 31%. However, the ratio of general and administrative expenses to total 

income was 17% (2009 : 16%). The 

main increases were in salaries/benefits 

and travel expenses. The salaries, 

wages and other benefits increased due 

to annual increments to existing 

employees to provide relief against 

higher cost of living and recognition of 

their work performance; as well as 

hiring of additional staff for managing 

expansion in core operations and new 

activities under different projects. 

Local travel expense increased due to 

extensive appraisal and monitoring 

visits in view of high cumulative disbursements and enhanced activities. Seminar, workshops 

and training expenses of Rs 47 million included Rs 2.31 million spent on the workshop to launch 

World Bank PPAF III project and Rs 15.84 million incurred on the event to mark ten years of 

PPAF operations. Total consultancy charges of Rs 176 million included Rs 118 million in 

respect of poverty scorecard survey that has been made mandatory by the donors for subsequent 

disbursement of funds for operational activities. The general loan loss provision was made at 5% 

of the gross outstanding balances of loans to partner organizations. In addition, specific provision 

for loan losses was also made against loans which were considered doubtful. The financial 

charges include commitment and service charges on long term loan and bank charges. Net 

surplus of Rs 1,329 million improved by 29% as compared to 2009 (Rs 1,030 million).    

 

PPAF commemorated ten years of its operations in August 2009. The Chief Guest on the 

occasion, Mr. Shaukat Tarin, Minister of Finance, Revenue, Economic Affairs and Statistics, 

lauded the role of PPAF in poverty alleviation and paid rich tributes to its work. The Chairman 

and Members of PPAF General Body and Board of Directors as well as delegates from 



 

multilateral, bilateral and private institutions; partner organizations; and representatives from 

leading civil society organizations, corporate and public sectors attended the events. The high 

points of the ceremony were a cultural exhibition and a thought provoking theatrical 

performance by representatives of community organizations highlighting the dynamics of 

poverty and social change. 

The event was followed by the workshop to launch the third PPAF Project. Mr. Humayun Aziz 

Kurd, Minister for Livestock and Dairy Development inaugurated the workshop. The project 

involves total World Bank funding of US$ 250 million (loan US$ 33 million and grant US$ 217 

million) over a period of five years. The objective of the proposed project is to empower the poor 

with increased incomes, improved productive capacity and access to services to achieve 

sustainable livelihood.  

 

 

Sectoral and Programme Overview: 

PPAF is the largest provider of finnacial and technical assistance to the private sector 

development organizations all over Pakistan. Its core activities include debt financing for 

microcredit/enterprise development and grant financing for small scale infrastructure, water, 

health, education, training and social mobilization as well as for human and institutional capacity 

building for delivery of services. Apart from these core activities, PPAF works with communities 

suffering from natural calamities and disasters such as earthquakes, droughts, cyclones and 

floods and also responds to special needs of various groups of poor. There is an increased 

emphasis to ensure that livelihood services are designed to cater to the needs of sub-groups of 

poor through integrated approaches to infrastructure, social services and credit provision.  

 

As an apex organization, the role of PPAF is to act as a wholesale intermediary and sector 

developer, while its partner organizations undertake implementation of projects at the retail level. 

PPAF adopts a participatory development model with a holistic approach using social 

mobilization, skill development and capital accumulation as guiding principles. The model is 

community based and involves formation of groups at the grass roots. It focuses on social 

organization, creates awareness and builds capacity. Under the model, communities organize 

themselves for establishing new groups and also to consolidate existing ones. The approach is 



 

demand driven based on projects identified by the communities. Responsibility for operations 

and maintenance also falls on these groups. PPAF selects partner organizations that have 

demonstrated commitment to community driven development. Potential partner organizations are 

required to undergo a rigorous selection process with both desk and field appraisals. Compliance 

with implementation plans and adherence to contractual obligations is mandatory. Partner 

organizations that meet PPAF’s eligibility criteria have well established outreach programs and 

track records of poverty reduction. 

 

One of the key challenges facing any poverty alleviation effort is the provision of financial 

services to poor households at the lower end of the poverty scale. In Pakistan, the challenge is 

met by PPAF which provides financial services at the grassroots/retail levels and invests in and 

capacitates civil society organizations to develop into effective providers of microfinance 

services in the country. These efforts have been so successful that Pakistan is now internationally 

recognized as the emerging market for microfinance ranked in the top quartile globally and has 

sustained healthy rates of growth and outreach. Repayments have been strong and portfolio 

quality has remained high. As the largest source of microfinance in the country, PPAF has been 

instrumental in driving the sector in Pakistan with a current market share of almost 40%. Its 

partner organizations account for bulk of the current retail outreach in the sector. PPAF has 

helped in building physical, financial and human capital. It continues to develop and implement 

innovative strategies to enable sustainable delivery of financial resources at the grassroots. 

Among the strategies are offering attractive terms to commercial sector entities for long term 

investments in the sector, promoting innovative models of outreach and delivery of financial 

services to the poor, building capacities of promising new partners, and preparing current 

partners to excel in an increasingly competitive market.  

 

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

investments providing high economic returns. Interventions in sanitation and drinking water 

supply and communications sectors have improved the quality of life especially in the isolated 

rural communities. PPAF is now progressively moving towards a more holistic approach based 

on the simultaneous development of logically interlinked schemes in the same project area so as 

to address the many facets of poverty. The new initiatives are aimed at integrated development; 



 

dissemination of low cost, appropriate, innovative and emerging technologies such as micro/ 

mini-hydro projects, windmills and solar projects; and toward reducing poverty in drought areas 

through focus on mitigation and preparedness projects. For instance, the drought mitigation and 

preparedness program covers large drought affected/water deficient areas with each project 

spanning over one to three union councils and comprising approximately a hundred 

infrastructure sub-projects on the average. Similarly, the Sindh Coastal Areas Development 

program takes this integrated approach one step forward by complementing infrastructure 

interventions with appropriately sequenced interventions in healthcare, education, livelihood 

support and conditional cash transfers followed by provision of financial services. Additionally, 

Integrated Water Efficient Irrigation projects are implemented at the village level for better 

management of community water resources by combining three sequential interventions 

including sprinkler/drip irrigation, water channels, water course lining, and conduits. The poorest 

segments living in isolated tracts and backward rural areas are the main beneficiaries of PPAF’s 

infrastructure interventions.  

PPAF pursues an inclusive development strategy prioritizing community needs within an 

inclusive framework of community mobilization under which it seeks to mainstream the poor, 

vulnerable and the marginalized into the overall development process, sensitivity to suit the 

peculiarities of socio-cultural environment, terrain and type of intervention. Through effective 

social mobilization at the grassroots level, poor people have found a strong voice in affairs that 

directly concern them. Programs for special target groups of the vulnerable, destitute and 

disabled have rekindled hopes and recuperated lost energies that cannot be captured effectively 

by neatly crafted quantitative measure alone. Similarly, the degree of empowerment associated 

with greater decision making power at the household level for female clientele of PPAF loans 

cannot be captured merely through quantitative measures alone. Social mobilization has helped 

create peace and harmony among communities by promoting inclusion, equity, and 

accountability. These achievements have long term implications for meaningful change in the 

living standards at the grassroots. 

PPAF continues to invest substantially in building capacities for sustainable service delivery 

through focused programs for participating communities and their organizations. These efforts 

are designed to remove supply and demand side constraints emanating from a lack of adequate 



 

human and institutional absorption capacity at the grassroots. In addition to providing funds for 

meeting recurring and non recurring costs of delivery of civil society organizations, financial 

allocations are made for building human capital of participating communities and staff of partner 

organizations. Appropriately identified quality training to staff and beneficiary communities is 

provided covering a diverse set of interdisciplinary modules and formats. 

PPAF’s social sector development interventions (health and education) are part of an integrated 

and holistic poverty focused strategy for affecting meaningful change at the grassroots, which 

have expanded manifold over the last few years. While new facilities continue to be established 

in relatively less developed rural areas, many underperforming institutions have been revitalized 

in terms of staff and facilities following their adoption from the public sector. PPAF supported 

interventions prioritize strict quality control, long term sustainability and durable linkages with 

communities. Quality of service delivery is ensured through regular training, provision of 

modern technologies and a rigorous monitoring and feedback framework. The latter involves 

substantial community input through health and education management committees, which are 

mandated to function in a supervisory role and hold the administration of these institutions 

accountable to standards of service delivery. 

Under PPAF III, a new component on sustainable livelihoods has been included to recognize the 

importance of relief and job creation in the current scenario. The approach under this component 

involves group level savings and internal lending; formation of Common Interest Groups that are 

supported by partner organizations to engage in a wider range of opportunities, through 

development of their existing livelihood activities and assets; value chain analysis to identify 

inefficiencies and knowledge gaps; and the provision of technical knowledge that can enhance 

their access and participation in local markets. The component also funds asset transfers to the 

poorest as well as grants to community organization and member common interest groups for 

livelihood specific activities. PPAF will use objective measures to target those poor and ultra 

poor that need assistance in increasing their incomes and productivity.  

PPAF successfully completed its operations in the earthquake affected areas with distinction and 

a level of professionalism acknowledged by all stakeholders. The success has reinforced PPAF’s 

stature as an efficient institution of emergency response for disadvantaged and isolated 



 

communities. Although PPAF and its partners had prior experience of working in areas hit by 

natural calamities like droughts and floods, their human resources and institutional capacities had 

never been tested as seriously as in the aftermath of the October 2005 earthquake. Never before 

had civil society organizations accomplished a project so complex in scope in extremely difficult 

terrain and within a very tight timeframe. It turned out to be a unique learning experience, 

capacitating grassroots organizations and field staff with invaluable human and institutional 

skills in dealing with adverse circumstances.  

In order to ensure that all PPAF supported interventions take place in a socially inclusive and 

environmental friendly manner, PPAF has in place an environmental and social management 

framework. A fully dedicated group of professionals is responsible for regular dissemination of 

the framework among all its partner organizations.  The group is also responsible for ensuring 

compliance with stringent social and environmental safeguards by all partner organizations 

through regular monitoring and periodic environmental and social audits.  Task of the group is 

facilitated by a specifically constituted PPAF Panel on Social and Environmental Management.  

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

establishing social sector partnerships to fighting poverty in the country. By involving business 

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

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

markets and opportunities for value addition. 

PPAF in collaboration with Tetra Pak, Shakarganj Foods and National Rural Support Programme 

executed a pilot ‘School Milk Program’ under which some 6,000 poor school children were 

being provided milk on daily basis in more than 40 schools of district Rahimyar Khan (Punjab). 

The idea being to make milk available to school children free of cost on a daily basis with the 

aim of improving their mental and physical growth, enhance school enrollment and attendance as 

well as educational performance.  

 

PPAF and Engro Foundation formed an alliance to complement each other’s efforts/activities 

and jointly fund a Rs. 250 million project for provision of water, basic infrastructure, education, 



 

health and social sector services as identified by local stakeholders in districts Ghotki and Sukkur 

of Sindh province over a four year period commencing January 2010.  

 

 

Risk Management Policies: 

The Company uses a structured approach in identifying, assessing and controlling risks to 

support better decision making for effective and efficient use of resources. The Company has 

exposure to the following risks: 

 

Credit risk: 

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

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

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

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

worthiness, requiring compulsory savings from borrowers and creating lien on the assets of 

partner organizations. The credit risk on investments and bank balances is limited because the 

counter parties are banks/financial institutions with high credit ratings; and Government of 

Pakistan.        

 

Currency risk: 

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

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

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

foreign currency assets and liabilities except for financial assets of US$ 3,878. 

 

Interest / mark-up rate risk: 

The interest/mark-up rate risk is the risk that the value of the financial instrument will fluctuate 

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

all its interest bearing financial assets and liabilities are at fixed interest/mark-up rates. 

 

Liquidity risk: 

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities 

to ensure availability of adequate amount of funding to meet the commitments. The Company 



 

maintains flexibility in funding and follows an effective cash management and planning policy to 

ensure availability of adequate funds to meet its financial commitments in time. Moreover, the 

Company’s financial position is satisfactory and it does not have any liquidity problems. 

 

Fair value of financial instruments: 

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

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

stated at cost or amortized cost. 

 

 

Treasury Management: 

The Company follows a pro-active approach of managing its cash and liquidity whereby cash 

inflows and outflows are projected on regular basis. Repayments of all long term and short term 

loans due in 2010 and/or onwards have been accounted for. Working capital requirements have 

been planned to be financed through internal cash generations. Excess cash is invested and the 

investment portfolio of the Company is fairly diversified. Investment of surplus funds are made 

after thorough financial evaluation. At present, the Company sees no immediate pressure on its 

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

any contingency in liquidity. 

 

Reporting and Disclosure: 

Transparency of information for stakeholders is a prime consideration. This means accuracy and 

reliability of financial and other reporting framework, effective internal control principles 

including risk management, planning and monitoring of Company operations and performance 

under direct and indirect supervision through delegated authorities.  

 

The Management places high priority on true and fair presentation and timely issuance of 

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

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

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

projects which are duly audited by its external auditors. 



 

 

The annual audited financial statements alongwith Directors’ Report as well as quarterly and half 

yearly un-audited financial statements alongwith Management Reviews are published and 

circulated to stakeholders. These statements are also made available on the Company website. 

 

 

Board of Directors:  

Structure of the Board 

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

Executive/Managing Director of the Company with distinct responsibilities. The Chief 

Executive/Managing Director is the only Executive Member on the Board while all other 

Members including the Chairman represent the non-executive directorship of the Company. Of 

eleven Board Members, three were nominated by the Government; seven elected by the General 

Body; and the Chief Executive/Managing Director appointed by the Board.  

 

Responsibilities of the Board 

The Board acknowledges the significance of efficient discharge of duties imposed by corporate 

law and stands firmly committed in its objective to add value through effective participation and 

contribution towards achievement of Company's objectives. The Board further recognizes its 

responsibilities for protection and efficient utilization of Company resources for business 

objectives and compliance with laws and regulations at all levels. A formal schedule of 

responsibilities has been specifically ordained for the Board by virtue of provisions of the 

Articles of Association of the Company, the Companies Ordinance 1984, the Code of Corporate 

Governance and other applicable regulations.  

 

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

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

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

evaluation of Management etc. 

 



 

As part of its duties, the Board reviews and approves operational policies and procedures; 

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

assistance for partner organizations; quarterly progress; annual work plans, targets and budgets; 

un-audited financial statements alongwith Management Reviews; audited financial statements 

alongwith Directors’ and Auditors’ Reports.  

 
 
Meetings of the Board 

The Board held five meetings during the year. The minutes of meetings were appropriately 

recorded and circulated within ten days thereof. 

The quorum for meetings stipulated by the Articles of Association provides for four Directors. 

The Directors did not have any interest in contracts involving the Company.  

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

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

Governance. 

 

Appointment of Directors: 

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 under the Articles of Association of the 

Company through a formal election process. However, no Member of the Board of Directors 

shall serve for more than two consecutive terms of three years each. Consent to act as Director is 

obtained from each Director prior to election. They are not involved in external audit or have had 

no relationship with the external auditors of the Company. The Members do not share any 

relationship other than that of fellow colleagues on the Board. Election of Directors was held on 

December 7, 2009 and seven Directors were elected unopposed, for a term of three years. 

 

Change of Directors:  

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

Directors, Mr. Mueen Afzal, Mr. Aijaz Ahmed Qureshi, Syed Ayub Qutub and Dr. Fareeha 

Zafar, towards progress of the Company. The Board also welcomes the new Directors, Mr. 

Shahid Ahmad, Dr. Nuzhat Ahmad, Dr. Rajab Ali Memon, Dr. Aisha Ghaus Pasha and Mr. Asif 

Qadir. We look forward to working in partnership with them to benefit from their vision and 



 

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

of the Company. 

 

 

Board Committees:  

The Board places paramount importance on good governance that has always been viewed as the 

fundamental principle in enhancing the timeliness, accuracy, comprehensiveness and 

transparency of financial and non financial information. In order to follow best practices, the 

Board in January 2007, endorsed the code of corporate governance of listing regulations by 

constituting Audit and Human Resource committees. 

 

Board Audit Committee: 

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

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

composition of the Committee changed after the election of Directors in December 2009.   

 

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

with the code of corporate governance and the Board acts in accordance with the 

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

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

emphasis on integrity of internal controls and financial reporting; qualification and independence 

of Company’s external auditors; and performance of Company’s internal and external auditors. 

 

During the year, three meetings of the Committee were held. The Committee reviewed system of 

internal controls, internal audit reports, risk management and audit process besides 

recommending for Board’s approval, annual work plan of internal audit; appointment of external 

auditors; annual work plans and budgets for different donors’ projects; annual budget of the 

Company; policy for loan losses and write-off; 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 the 

requirements of the donors.  



 

 

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

Auditors to discuss issues of concern. Minutes of meetings were drawn up expeditiously and 

circulated for the information and consideration of the Board in the immediately succeeding 

Board meeting. 

 

Board Compensation Committee: 

The Committee comprises five members of the Board including the Chairman who is appointed 

by the Board from the non-executive Directors. The Head of Human Resource Unit acts as 

Secretary. The composition of the Committee changed after the election of Directors in 

December 2009.   

 

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

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

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

ensure continuous development and skill enhancement of employees.    

 

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

recommended for Board’s approval, employees benefit plans; good performance awards; annual 

increment for the employees; regularization of services of senior executives; promotion to senior 

management positions; revised organogram keeping in view expansion in operations; and revised 

vehicle maintenance policy. 

 

The Chief Executive/Managing Director and other management employees were invited to 

attend meetings for discussion and suggestions. Minutes of meetings were drawn up 

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

immediately succeeding Board meeting. 

 

 

 

 



 

Role and Responsibilities of the Chairman and Chief Executive: 

The roles of the Chairman and the Chief Executive/Managing Director are segregated and they 

have distinct responsibilities. Chairman has responsibilities and powers vested in him by law and 

the Articles of Association of the Company, as well as duties assigned to him by the Board. In 

particular, the Chairman coordinates the activities of the Directors and various committees of the 

Board, and presides over the meetings of the Board and General Body.  

 

The Company Management is supervised by the Chief Executive/Managing Director who is 

responsible for the operations of the Company and conduct of its business, in accordance with 

the powers vested in him by law, the Articles of Association of the Company and authorities 

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

The Chief Executive/Managing Director recommends policy and strategic direction and annual 

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

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

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

Company in line with the short, medium and long term plans of PPAF and has delegated 

appropriate authority to the Management to implement strategic objectives of the Company.  

 

 

Management:  

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

and limits delegated by the Chief Executive/Managing Director and the Board for ensuring 

seamless operations and achieving objectives under strategies adopted by the Board. 

 

The Management ensures execution of business operations including adherence to cardinal 

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

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

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

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

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



 

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

circulation to the stakeholders. 

 

 

Future Outlook:  

Going forward, PPAF plans to assign pivotal role to mobilization and capacity building of 

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

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

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

will federate into local institutions of the poor. 

Based on needs of the target group, interventions will be made as integrated as possible, 

responding to identified priorities and the participatory spirit of the program will be maintained 

and social mobilisation will remain the primary activity. The interventions will be based on 

needs assessment as a continuous and participatory process. This need assessment will be fed to 

the PPAF system so that, as much as possible, an integrated approach to development is adhered 

to by bringing infrastructure, health and education, skills development and other such 

complimentary interventions to the livelihood grants. This integrated approach will facilitate 

improvement and sustainability in livelihoods interventions. 

The legal and financing agreements for EUR 32 million KfW (Development Bank of Germany) 

Project for “Livelihood Support and Promotion of Small Community Infrastructure” were 

executed between Government of Pakistan, KfW and PPAF in June 2010. The four year project 

will be implemented in poor communities in the districts of Haripur, Swabi and Buner in Kyber-

Pakhtunkhwa province. The purpose of the Project are (a) increased access to and sustainable 

utilization of social and economic infrastructure by the population of the project region, (b) 

increased employment and income opportunities, for the poor, (c) strengthening local civil 

society and enhanced participation of the population in the decision making at the local level. 

This is to contribute to the improvement of the general living conditions and quality of life of the 

poor population in the project region.  



 

The Italian Government Mission appraised PPAF for EUR 40 million project on “Poverty 

Reduction through Development Activities” to be implemented in Balochistan, Khyber-

Pakhtunkwa and Federally Administered Tribal Areas. The objective of the project is the 

provision of a social and productive infrastructure and establishment of an effective and 

sustainable social safety nets. The legal and financing agreements to be executed between GoP, 

Italian Government and PPAF are in the process of finalization.  

PPAF envisages funding from USAID Pakistan for carrying out poverty reduction interventions 

that fall within its strategic framework. USAID Pakistan has shown interest to become partner of 

PPAF and as a pre-requisite for awarding contract, it engaged a leading firm of Chartered 

Accountants to carry out assessment of PPAF. The assessment concluded that PPAF capacities 

and procedures fully satisfy minimum requirements and are sufficient for USAID/Pakistan’s 

purposes. Overall assessment of PPAF was Low Risk. Since then USAID Pakistan and PPAF 

have held series of meetings and dialogues to explore the areas of collaboration. 

 

 

Auditors: 

The present auditors of the Company, Messers A. F. Ferguson and Company, Chartered 

Accountants, have completed their assignment for the financial year ended June 30, 2010 and 

shall retire at the conclusion of 14th Annual General Meeting. Being eligible, they offered 

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

appointment for the financial year ending June 30, 2011 and the Board also endorsed the 

recommendations of the Audit Committee. 

 

 

Conclusion: 

As a model of public private partnership, PPAF has been able to bring private sector efficiencies, 

corporate sector rigor, planning and managerial skills in support of public policy and the 

development sector. PPAF is focused on delivery of resources and services at the household 

level aimed at the poor and excluded. Today PPAF is one of the largest sources of pro-poor 

spending outside the Federal Budget and Public Sector Development Program. Several features 

of its design have ensured effectiveness of the PPAF. Major among these was creation of a 



 

credible institution which enjoys support of all stakeholders and is a role model for an effective 

delivery mechanism at the grass root level. With the passage of time the identity of the 

organization has merged with dreams of the poor. Of equal importance have been successful 

transition of civil society organizations, who in partnership with the PPAF, are now major 

players on the development scene. A grant driven outlook has been replaced by a professional 

approach leading to an unprecedented increase in outreach and understanding of the 

fundamentals of sustainable development. Additionally, a climate which permitted a free and 

open debate has led to a strong relationship of trust with partner organizations and their 

communities. This in turn has paved the way for looking at development as a shared experience 

rather than diktat from the top. 

 

 

Acknowledgement: 

The success seen over the years is product of the Board’s vision and commitment towards 

poverty alleviation. I would like to thank my fellow Directors for their contribution, assistance 

and commitment throughout the year. Their consistent effort and guidance in directing the 

Company’s affairs contributed significantly in achieving healthy operational and financial 

results.  

 

The Board is grateful for the trust and faith reposed by the Members of the General Body. Their 

support gives confidence and encouragement in achieving the targets and strategies formulated 

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

communities for excellent performance and ownership of the programmes that made possible to 

overcome the most difficult of challenges.   

 

The growth of PPAF has been the result of sustained support received from all stakeholders. The 

Government of Pakistan ranks foremost for its exemplary facilitation and support, equally 

important was the role of the donor agencies, particularly the World Bank for its clear conceptual 

framework and result based monitoring missions. We take this opportunity to express our deep 

gratitude to Government of Pakistan and our donor agencies – World Bank, International Fund 

for Agricultural Development; U.S. Department of Agriculture; KfW Development Bank 



 

(Germany); Committee Encouraging Corporate Philanthropy (USA); and U.S. Agency for 

International Development, for reposing their faith in our abilities to serve the poor in these 

challenging times and also express resolve that their confidence will be rewarded in the years to 

come. 

 

We are proud of our employees who individually and collectively, through a well coordinated 

effort, contributed to the success and achievement of excellence during the year. We are 

confident of our employees’ abilities and hard work to attain ambitious corporate objectives.  

 

PPAF will no doubt continue to be a dynamic and agile institution fully aligned with the 

changing dynamics of poverty alleviation. We will endeavor to ensure that this growth 

momentum is sustained and expanded in the years ahead. 

 
 
 
 
 
Islamabad                    Hussain Dawood 

August 03, 2010                    Chairman 
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