BN formation pre- C CAn empathetic, proactive, in-
es a broad overview novative, inclusive and effec-

he company’s activi- tive institution, endeavoring to
of the level of cor- serve the poor and striving for
transparent and true change.
Facilitation for change in a pro-
fessional manner while empa-
thizing and innovating with
equity and remaining account-

able. 29
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Dear friends,
It is a privilege to present to you the first corporate responsibility report of PPAF.

PPAF is the lead apex institution in the country dedicated to serving the poor. In the first decade of operations
starting in 2000, PPAF has successfully laid the foundations of a vibrant and responsive development sector by
expanding its presence across the country. This has been achieved by developing human and institutional
capacities of its partner organizations and enabling small emerging outfits to transform into medium and large
organizations that serve the poor.

By leveraging its unique experience, PPAF is playing a proactive role as a responsive and versatile national
institution; an institution that is creating synergies, forming partnerships and forging alliances with diverse
stakeholders — government, public-sector agencies, corporate, private entities and academia. PPAF is making a
seamless transition from focus on scale to focus on depth and intensity of presence. The driver of this approach is to
optimize the allocation of resources and maximize outcomes and impact at the grassroots. There is a deliberate
shift of priorities towards those regions of Pakistan that have historically lagged behind in socio-economic
development and are particularly under served. All PPAF initiatives are rolled out under an overarching strategy,
which is community-led and builds institutions of the poor and for the poor. PPAF is focusing on significantly
improving the quality of community organizations in terms of inclusion, sustainability, effectiveness, and depth of
coverage. This is manifested in the move away from project-based criteria to an integrated, appropriately
sequenced and multi-sectoral approach.

Since commencement of its operations, PPAF's corporate culture promotes concurrent conservation of values and
the pursuit of environmental and social progress. We think and act in a sustainable and responsible manner and
this value is fully embedded in our business model and strategy. We have progressively dedicated ourselves to the
concept of sustainability in an even more structured manner.

The first-ever sustainability report is a testimony to our commitment to this theme and an important step to
manage the sustainable development of our Company. By using this reporting framework, we intend not just to
enhance the level of transparency and trust among stakeholders but also illustrate the sustainable ways in which
we pursue our economic, environmental and social development goals and communicate achievements and
activities.

PPAF decided to become an organizational stakeholder of the Global Reporting Initiative (GRI) because its
reporting guidelines are most widely and commonly used. Our engagement with GRI has enabled us in expressing
our methodology for sustainability and efficient management of business. By structuring our first sustainability
report on the GRI guidelines, we have made a significant transition to an approach that takes account of the social
and environmental dimensions of our work and the importance of our relations with our stakeholders.

PPAF places paramount importance on true and fair presentation and timely issuance of periodic financial and
non-financial information to regulatory authorities, donors and other stakeholders. We are one of the very few

organizations in the country which have adopted the GRI reporting framework.

We hope that sharing our green experience with other organizations of the country will promote and support the
exchange of good practices.

For us at PPAF the word responsibility does not only mean offering the best services and practices. We know that as
aresponsible organization we have to contribute more to the economy, environment and society.

CHIEF EXECUTIVE OFFICER
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As one of the largest source of pro-poor spending in the
country, PPAF is the lead agency for poverty reduction in
Pakistan. It embodies the spirit of public-private
partnership to address the multi-dimensional issue of
poverty with the view to achieving social and economic
change. Its core activities include lending for microcredit /
enterprise development and grant financing for small
scale infrastructure, water, health, education, training,
livelihoods 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.

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 selects partner
organizations that have demonstrated commitment to
community driven development. 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.

(a)

Defining Characteristics

Integrated approach to poverty
alleviation, which is aligned closely with
Pakistan's commitment to the
Millennium Development Goals
(MDGs). Emphasis on multi-sector
programmes that generate broad and
deep impacts at the community level.

Special attention to the identification,
mobilization and inclusion of poor
women, other poor and the poorest, as
well as other marginalized segments of
society.

(c) Building institutions for poverty

)

alleviation, not direct implementation.
Support community institutions
(institutions of the poor) and the Partner
Organizations (instituti for the poor)
that work with community institutions.

Selection of POs through a rigorous
process. The PPAF is model-neutral, but
value led, with respect to the approaches
adopted by its POs.

Provision of financing through both
grants and loans; POs may receive both
or any one form of assistance. The PPAF
also supports the human and
institutional development of its
partners and the community institutions
with which they work.
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HOW WE SELECT PARTNER ORGANIZATION

The partner organizations are identified through rigorous and transparent eligibility criteria. They are
expected to share the same values as the PPAF and must have the capacity to implement the project
componentsin a professional and proactive manner. The eligible partner organizations are also expected
to have demonstrated track record, financial sustainability and participatory development within their
functions. The selection of partner organizations is an on-going process, whereby new ones are added
and others who have not performed may be excluded.
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Microcredit and Enterprise Development
Microcredit is @ means of extending credit,
usually in the form of small loans with no
collateral, to nontraditional borrowers such as
the poor in rural or undeveloped areas. PPAF
consciously supports loan products that are more
likely to realize better targeting efficiency and
maximize gains for the poor. Consequently, PPAF
has invested a predominantly large share of its
resources in provisioning microloans guaranteed
through social collateral within the framework of
group/individual lending. PPAF facilitates
delivery of targeted financial services to the poor,
while simultaneously seeking to develop the
sector nationally through building institutional
capacities and introducing innovative solutions
for continued growth.

Social Mobilization

Social mobilization constitutes the bedrock of all
PPAF interventions, conceptually entrenched in
a belief that poor marginalized communities,
given an appropriate enabling environment,
possess an inherent capacity to change their
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lives. PPAF follows an inclusive development
strategy which seeks to prioritize community
needs within an inclusive implementation
framework. The contrasting communities are
provided essential tools to promote sustainable
joint action, through organized forums for
planning and deliberation in the shape of
community organizations.

Human and Institutional Development

The main objective of this programme is to
strengthen institutional capacities and human
resource base of partner organizations so they are
able to deliver efficient and cost effective services
to the end beneficiaries. Financial and non-
financial assistance is provided to support
incremental expansion in outreach and attain long
term sustainability.

Water and Infrastructure

Provision of grants for development of rural
infrastructure lies at the core of PPAF's poverty
alleviation strategy. Under this component, PPAF
delivers sustainable, need-based water related
infrastructure to marginalized communities as
well as small infrastructure schemes and
subprojects focus mainly in four broad sectors:
drinking water supply, irrigation, sanitation and
communications. Identification of projects is
demand driven, and is determined by the
communities through an internal participatory
process. For purposes of ownership it is
mandatory for the communities to share in the
costs of the project, and also to maintain the
infrastructure provided.

Social Sector Development Programme

Under its social sector development programme
(health and education), PPAF facilitates civil
society organizations in establishing a network of
schools and community health centers where
such facilities were non-existent, in addition to
revitalizing inefficient public sector institutions

through injecting requisite funds, better
management practices and quality teaching
services. All PPAF supported interventions in the
social sector prioritize strict quality control, long
term sustainability and durable linkages with
communities.

Livelihood Enhancement and Protection

The objective of this programme is to develop
the capacity, opportunities, assets and
productivity of community members to reduce
their vulnerability to shocks, improve their
livelihoods initiative and strengthen their
business operations.

12



25,500 health, education, water
and infrastructure projects
completed.

Presence in 129 districts through = 31.6 million impacted by credit
99 Partner Organizations across ~ (51% females) and 51.8 million
the country. by infrastructure, health and
education.

Dedicated responsibility for Financing deployed in more

4.7 million microcredit

34 union councils for
rehabilitation
and reconstruction in
earthquake-affected areas.

Establishment of state-of-
the-art Geographical
Information System
facilities.

Over 11,500 skill
development and
managerial training
events for 462,200
individuals
(42% females).

than 89,000 villages/rural
and urban settlements.

Housing grants to
122,000 households,
training in seismic
constructions to over
100,000 individuals in
quake-hit areas.

loans with a 100%
recovery rate and a
market share of almost
45% of the
microfinance
sector.

A grassroots network of
over 297,000
Community Organizations &
Groups with 62%
female beneficiaries

Around 5,000 people
have been benefitted
under Livelihood
Enhancement and Protection
Program, out of which
47% are females.
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As with any succe!
so as to remain relevant, meet the need
opportunities. In this context, a strategic envisioning exercise was condu
view to develop a consensus based strategy for the next five years. As a part of thi
extensive consultations were held with different stakeholders including Government @
multilaterals, bilaterals, communities and intermediaries as well as all the professio
Company. The whole process was lead by an external facilitator of internationa

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

¢ Buildinstitutions of the poor

e Address spatial dimension of poverty

« Increased focus onthe poorest districts

« Institutionalrestructuring and operational coherence
« Emphasis on quality of social mobilization

* Proactive pursuit of outcomes, impact and grievance redressal
« Improving service delivery, quality assurance and compliance

The strategic thrust would be on building institutions for poverty alleviation. The pivotal role of the
company would be on mobilization and capacity building of institutions of the poor (community
organizations) and for the poor (partner organizations) that work with community institutions in
least developed areas, laying the foundation for future expansion of poverty reduction activities.
Many of these will go on to take microfinance loans or productive and social infrastructure funding
from the PPAF, through the existing partner organization ill federate into
local institutions of the poor. Based on needs of the ta
integrated as possible, responding to identified prioriti
The interventions will be based on needs assessm
PPAF emphasizes multi-sector programming p and tangible impacts at the

community level. These programmes are de ‘e, paying special attention to the

with special needs, youth and the

Strengthening the institutions for the poor and developing institutions of the poor
Every PO to get opportunity to play a role according to its capability and effectiveness

Matured POs to play a lead role in the district of their comparative advantage

INCLUSION

Handholding the ultra-poor through a livelihood enhancement program
Engaging youth and persons with disabilities in the entire development process
Ensuring meaningful women participation

Implementing a well designed work-fare program

Linear project specific integration
Intra union council, inter-project
integration

Backward and forward linkages
Value chain development
Inter-agency alliance building

Institutional innovations
Program innovations
Product innovations
Technical innovations

INNOVATION
INTEGRATION

INVESTMENT

Leveraging the investments already made

Developing/Implementing a rational inter-district investment regime

Maximizing effectiveness of investment by concentrating in rationally identified spatial
entities (UCs)

Developing coping mechanisms to withstand natural disasters, particularly droughts
Lifting the economy of the lagging areas by developing Rural Growth Centers (RGCs)
Overcoming economic isolation by linking the RGCs with a hierarchy of regional and
national growth poles/centers through backward and forward linkages

Investing in community led demand driven programs

Inclusive financial services where feasible and/or appropriate
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Projects Executed with Government &

Multiregional Donors

‘World Bank

Project Description

Interntional Fund for Agricultural Development
The project focuses on PPAF’s microfinance
operations and enables the Company to extend its
outreach to rural areas of the country in terms of credit
and enterprise through development of new products
and services.

Project Period

2006-2011

Agreement amount -
USS$ equivalent (in
million)

26.00

The project focused on restoration of earthquake
affected communities and households.

2006-2009

26.00

The project focuses on provision of microcredit to the
poor on a self sustaining basis and envisages
developing access to banks/financial institutions for
future growth and expansion.

2007-2013

35.00

. .. . . . Agreement amount -
Project Description Project Period USS equivalent (in
million)

The project aimed to reduce the incident of poverty n ~ 1999-2004 90.00
the country through provision of resources and services
to the poor and low income, particularly women
The project aimed to scale-up PPAF’s operations as ~ 2004-2009 238.00
well as introduce second generation nnovations to the
delivery of financial and infrastructure services to the
poor.
The project amined at rehabilitation and reconstruction ~ 2006-2009 100.00
in the earthquake affected areas.
The project amined at rehabilitation and reconstruction ~ 2007-2009 138.00
in the earthquake affected areas.
The project aimed at improving the quality of life of  2007-2009 5.00
people with disabilities
The objective of the project is to alleviate poverty 2008-2010 75.00
by improving the access of the rural and urban
poor to economic resources and services.
The project ains to improve poverty outcomes through ~ 2009-2014 250.00

a consolidation and saturation approach in targeted
areas, a stronger focus on the marginalized groups of
the most vulnerable and poorest households including
women

US Department of Agriculture
The focus of the project was to implement long term
poverty reduction programmes, small scale
infrastructure programmes, and sustainable agricultural
development programmes.

US Agency for International Development

The project promoting
develonment facilitv

aimed  at enterprise

2002-2010

2003-2007

26.00

The project aimed at relief operations for 2010 flood
affectees

KfW (Development Bank of Germany)
The project aimed to contribute to reconstruction and
the improvement of living conditions of the population
in the earthquake affected areas.

Committee Encouraging Corporate Philanthropy of USA

- The programme objective was reconstruction of rural

housing and related infrastructure in earthquake
affected areas.

2010-11

2006-2009

2006-2010

17.00

12.00

1,046.00
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Cost-Effectiveness and Sustainability : "ttt

By far the most significant aspect of PPAF's performance has been its ability to transform
civil society institutions from grant to market oriented, with focus on a more market

based approach. In order to achieve this, PPAF has facilitated the partner organizations
in developing appropriate synergies and risk management frameworks. The institution
has worked closely with partner organizations in formulating; well-defined and coherent
business plans for conduct of microcredit activities, a systematic approach to expansion
through well structured implementation plans; mutually acceptable performance
parameters and deliverables.

PPAF has adopted a sequenced approach to interest rate setting (to POs) to bring it in
line with the market in a gradual manner. PPAF's interest rates have increased from 6% to

8% t0 10% to KIBOR (Karachi Interbank Offered Rate) over the last 8 years.
Simultaneously, delivery cost support to POs (to partially meet their incremental

operating costs) has declined from 32% to under 6%.

Additionally, PPAF has imposed floors on end user on-lending rates (but no interest rate

ceilings). POs are required to set interest rate which in the long run cover the full cost of

delivery and should not be less than the long term deposit rates in the country and rates

charged by commercial banks to their prime customers. The POs interested in accessing

I_ ge quantum funding (more than USS$6 million in outstanding or annual disbursement)

: red to meet elevated eligibility criteria (in addition to the normal eligibility

)a) with enhanced performance in terms of lower portfolio at risk, higher

erational sustainability and risk coverage ratio as well as improved governance,

* management, disclosure, and betterresourceuse i =

- PPAF is operationally sustainable. Since its inception, It has | generated sur, pluses. The A_—_:
average annual surplus durngasuhreeyearsm&LSS.ﬁEﬂﬁ.lh&cumﬂamm___ -
reserves of the Company as at June 30, 2011 were USS 85 million. The cost ofdellvery is

2.2%. Y T T S il :
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Market Place

We realize that the scale we have reached — so many
stakeholder, employees and partners — make us a
significant factor not only on the development sector
of Pakistan, but in the country's economy as well. The
broad range of our impact brings a big responsibility as
well. This is the reason why PPAF cares about its
relationships with stakeholders, who participate at
different stages of the whole process of services to
communities. Ethical competition and marketing are
as important to us as our clients' satisfaction. Our aim
is to manage all these processes in a responsible,
transparent and accountable manner, which could
guarantee establishment of trust between PPAF and

all stakeholders.

As a result of the regular market analysis and the
company's activities that affect society and the
environment, we have determined four priority
subjects that we approach with extreme
responsibility. The structure of this report's content is
based on these four priorities as well as taking into
account the plans, targets, expectations and interest

which are mostimportant to us and our stakeholders.







THE FOUR PRiNCiPLES OF CGRPORATE GOVERNANCE

Accountability

Responsibility

Ensure that management
is accountable to the
" board

Ensure for the board’s

accoumz_apility to
shareholders

Members, incl
the non-exec
Company.

BOARD AUDIT COMMITIEE
This Committee comp

Protect sharcholder
rights

Treat all y
shareholders, incl. / /
minorities,
Provideeffective /

redress for
|
violations

disclosure

On all material matters,

incl. the:

Financial situation
Performance
Ownership

Corporate governance

Recognize rights of
stakeholders

Encourage co-op.
between the
company and
stakeholders in:
Creating wealth
Jobs

Economic
sustainability

CARDINAL PRINCIPLES

-
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# _* Tharesourcesofthe Companyare no‘c?o.be used for political pu.rposes

« The funds of the Company are treated as a sacred trust*and*utmbdste
fiduciary care is exercised in the management of Fesources.
-
. -
« The Company's operations are deeentralized.

-
e Theresources ofthe_Com'panT/ are provided to well managed institutions.
: y s @ - - .
» Finantial-assistan®e to partner organizations an_cbenefic‘iaries% based on -
« sound Btinciples ofcost.sharing and sustainability ahd financial viability.




How We Work

PPAF provides financing through both "grants and
loans". Organizations may receive both or any one
form of assistance. On-lending funding is available -
for the provisioning of microfinance and enterprise
development - to partner organizations based on a
thorough analysis of their ability to manage funds
and demands from the field. Grant assistance is
provided for the purposes of building small scale
infrastructure as well as human and institutional
development.

The themes of social inclusion, gender, and

Goals (MDGs). While we strongly uphold an overall
holistic and multi-sectored strategy to generate
broad and deep impacts at the community level, we
are also cognizant of certain community needs that
entail specifically tailored responses. “Institutions of
the poor”-existing at the bottom of the socio-
economic pyramid- constitute the focal point of our
programmes; all models of our interventions revolve
around empowering the institutions of the poor to
make a considerable and sustainable dentin poverty.
We strive to be a dedicated market developer

“Nothing is permanent, except change”
PPAF commenced operations in April 2000. Since then over $1 billion have been disbursed in
microfinance loans, infrastructure, water, health, education, training, capacity building, relief
and reconstruction grants. It has deployed interventions in 129 districts of the country through
over 297,000 grassroots community organizations and self help groups. Over the years PPAF has

earned a well deserved national and international reputation as a driving force of poverty

alleviationin South Asia.

Aswith anysuccessful organization, PPAF reviewsitsvision and strategy periodically soasto meet

itsclients'needs, remainrelevantandrespondtoemergingopportunities.

environment are the common threads running
through all projects and programmes, and make up
substantive components within all our work.

The programmes are carried out through civil
society and private sector organizations with an
underlying focus on a community-led, demand-
driven approach emphasizing on community
ownership right from identification and
preparation to implementation and finally
management of these interventions in a sustained
fashion.

PPAF follows an effective approach to poverty
alleviation, which is aligned closely with Pakistan's
commitment to the Millennium Development

committed to the emergence of professional and
sustainable civil society organizations.

PPAF is dedicated to reducing poverty all over
Pakistan. Under our current strategy we have
identified six levels of priority districts for our grant-
funded and micro-finance interventions, based on
certain classifications that include districts which are
below/above the average Human Development
Index (HDI) score for Punjab, extremely food
insecure districts, districts where social mobilization
has not already been undertaken by PPAF and/or
partners, and districts where micro-finance is
feasible and appropriate.

1;"!! |o"«]
'h. d f, ‘1

Learning a | esphmll
fOverview v
ADOPTING INC
Monitoring a
ASSESSING

il
]




PPAF py:

ISTRICT PR/O”/IZ( Tion
FOR GRANT FU”DED‘”D MICR,

Oﬂmmcslmzlm-wnm/s
NATIONAL Scenapic,

Pric, ™
Low Zg}lndumdﬁm Secursy

{ 4 4700y Throe:

hm;"‘"”"’“m«m,
! Goatir 2 lasteg 3 my
475 5 hany 6 g s ¢
72108 8 K 5 Gy
W Suats 11
Iran

31

32



Compliance Management Strategy

PPAF has established a Compliance
Management Strategy, which promotes the
ethical standards in the employees' behavior
by enacting a series of policies and compliance
procedures in the company. Therefore, the
compliance function strengthens and improves
the relations between the company and its
employees, its donors, its partners, and the
regulators. Also, the Risk Management
Framework of the company, by assessing the
risks related to the company's business and
recommending the relevant mitigation
measures, protects the company from any legal
and financial consequences or any impact on
the company'simage.

The Compliance Management Strategy is
based upon three pillars; i) Awareness and
Prevention;ii) Detection; and iii) Response.

Awareness & prevention
In the framework of Compliance of Corporate
Governance, the following policies were
adopted by the PPAF;
Code of Conduct
Operational Manual
Investment Policy
Risk Management Framework
Administrative Manual
Environmental & Social Framework
HR Manual
Procurement Manual
Internal Audit Policy
Internal & External Grievance Redressal
Policy
Health & Safety Policy
Security Policy
Code of Client Privacy Protection
Information Technology Policy

o BeF R R B R KRR R KR

Ethical Competition
In order to comply with best practices, PPAF

has adopted the code of corporate governance
applicable to listed companies in Pakistan and
ensures compliance with the requirements
stipulated in the Code. Competition allows
technological advancements to develop. In
order to make this possible, loyal conduct on
behalf of businessis essential.

Sanctions

The company has not imposed penalties, both
of financial and non-financial nature, related to
legislation in the field of environmental
protection.

Responsible Procurement
Responsible Procurement is an important
element in delivering the PPAF Vision. PPAF
Procurement Policy explains how we work with
suppliers and consultants.

The Policy is an integral part of our procurement
processes. It drives for transparency, adherence
to laws, regulations, minimum standards and
continuousimprovement.

It ensures that PPAF procures its goods and
services in a responsible way, in line with our
values.

Responsible Procurement is given systematic
consideration alongside factors such as price
and quality. We encourage our suppliers to work
with us and to improve continuously with
respectto the Policy.

33

Corporate Responsibility

Management Approach

Corporate responsibility is not something new to
PPAF, because the company has been developing
its long-term development projects since its
establishment. The formal structure that
concentrates the management of all related
activities was set at the beginning of 2009 as
Corporate Relationship Management Unit
(CRM).

This contributed significantly to the integration
of corporate responsibility in each aspect of PPAF
operations and turned it into one of the factors
for strategic decision making in the management
of the company.

Corporate Responsibility Section creates a
corporate responsibility strategy and annual
action plan, manages and coordinates various
internal and external social and environmental
projects, monitors the implementation of all
measures set out in the annual plan and reports
to the Senior Group Head of PPAF as well as to
the respective Operations Units in PPAF. The
work of the Corporate Relationship Management
Unit requires daily coordination with different
departments within the company.

To make sure that the principles of corporate
responsibility are understood and applied by all
PPAF employees, we adopted and constantly
communicate 'The Code of Conduct of PPAF'.
This document constitutes a statement of our
values and principles and defines the way our
managers and employees should behave. It
serves as a basis for the well being of the
company and everybody who works in it. All
employees are subject to the Code of Conduct,
regardless of their position or contract type
(permanent or parttime).

Potential Financing
Multilateral

World Bank

Asian Development Bank

European Union

Commonwealth Foundation

United Nations

Bilateral
German government
Italian
us
British Government
Azerbaijan

Private, Corporate and Social Sectors
International

British Asian Trust, Muslim Charity
Forum, The Big Lottery, Bill and Malinda
Gates Foundation, Acumen Fund, Toms
shoes/Delloite.

National

Aizguard 9, Noor Group, National
Paralympics Committee, Aventure
Foundation, Pakistan Microfinance
Network, PPL, UBL, Silk Bank, HBL, SCB,

Research Establishments

Harvard University, Cambridge
University, Oxford/Lahore School of
Economic, DECRG-WB




Corporate Partrners

PPAF Corporate Relations Management acts to
mobilize the national and international
corporate sector in implementing the
Corporate Social Responsibility and Corporate
Philanthropy initiatives. In this regard PPAF has
established contacts with several corporate
sector organizations in Pakistan and initiated
correspondence with international private
trusts and foundations. Purpose of forming
linkages with local and international corporate
is two-fold; one is to diversify PPAF funding
resources and the second and most important
is to build synergies to better serve the
marginalized classes of the community. PPAF,
being a sector developer aimed to take the lead
in this regard for collective achievement of
poverty alleviation goals involving local,
multinational and international corporate,
media, academia, nonprofit organizations and
institutions of the poor. The vision of the PPAF
Corporate Relations Management is “To
comprehensively co-opt the private and
corporate sector (local & international) in the
process of poverty reduction &grassroots
development”.

For proper working while executing its
operations effectively and efficiently, the Unit
is divided into two main components; fund
raising and resource mobilization, project
implementation and liaison. The year 2011 was
pivotal in working on different projects to
benefit the poor in different areas. The Unit is
in the process of finding new partners for
project up scaling and replicating success all
over the country.

International;

The Committee Encouraging Corporate
Philanthropy of USA (consisting of prominent
American private business entities) provided

USS 12 million to PPAF to build and operate
health and education facilities in the areas
damaged by 2005 earthquake. The grant was
used for designing, construction, first year's
operations and turnover (upon completion) to a
long term operator, of regional health centers,
clinics and primary/secondary schools. The
Project financed two rural health centers;
twelve community health centers; two each of
boys and girls secondary schools; and eighteen
primary schools.

PPAF in collaboration with Citi Foundation has
been organizing Micro entrepreneurship
Awards for last eight years. The objective of this
program is to highlight and promote the
effective role micro-finance plays in poverty
alleviation. In particular, the program seeks to
generate recognition for extraordinary
contributions that individual micro
entrepreneurs have made to economic
sustainability of their families as well as their
communities.

National;

PPAF in collaboration with leading national
corporate and private sectors have taken
number of initiatives including;

-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

Joint 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

-Setting up of milk plants in Sukkur and Sahiwal
with installed capacity of 300,000 liters;
establishment of over 475 milk centers in Sindh
and Punjab where 400,000 liters of milk with 6%
fat content is being collected daily and; provision
of training to communities in animal husbandry
and livestock management. All these initiatives
have resulted in employment generation at the
village level, enhanced economic activity in rura
areas and industrial income generat
opportunities for the rural poor at their door st

- Establishment and growth of community-ba.
dairy farms and other dairy developmd
programs to improve the milk production in
country

supported/adopted schools and governmg
run educational facilities celebrated the fil
ever Global Hand washing Day aimed
reinforcing United Nations' call for impro
hygiene practices among schools across
country
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but it plays a pivotal role in integration of institutional policy design
and implementation of operational activities. It has assumed
more proportionate importance in the global changing scenario
and needs to be aligned with the policy advice for ensuring

better results.
Prime thrust of strategy is inducing behavioral changes through

effective communication, not only among communities but also

ininstitutions, partner organizations, stakeholders and media.

Being people-centric, the behavioral change is more effective
and meaningful as it spotlights capacity building and networking
with beneficiaries as well as partners through horizontal
integration approach instead of vouching for a vertical

paradigm.

PPAF communication strategy has been designed to review that
it is in consonance with institution's mission, vision, overall
aims/objectives: giving voice to the poor communities to take
control of their development, effective internal and external
communication, and branding and positioning in national and
international media, particularly focusing networking with

development practitioners atinternational level.

The communication strategy would provide a new dimension to
PPAF's progressive growth and agenda, particularly to the
institutional building, social mobilization, disaster preparedness
& management, youth initiatives and health, education

&disability endeavors.

Considered as one of the major organs of the nervous system of

institutional growth, communication is not merely an add-on element

PPAF RADi0 PROGRAM

Print and electronic media, which constitute
the most effective means for educating and
sensitizing public opinion, forms an
important component of PPAF's multi-
faceted strategy to accessing public
domain.

Besides successfully availing of other
modes of communication, PPAF has
successfully engaged public opinion
through its popular radio program -
RoshanRaahein — that has grown in stature
over the time and successfully attracted a
large listenership from all over Pakistan.
This program regularly broadcasts PPAF's
experience in participatory development
through transmitting stories on the
organization's multi-sectoral interventions
from across Pakistan. Additionally, the
program has routinely relayed useful
information on ways in which the general
public and aspiring organizations can
access PPAF and its network of partner
organizations. It has also played an
important role in educating people on how to
organize themselves for the common good
of their communities and begin to participate
in the process of development.

The radio program helps assess the project,
address community concerns and bringforth
fair and candid feedback from various
quarters across the country. It also helps
PPAF position its image as a key player in
the development sector and highlights
contribution made by its partner
organizations in bringing about a positive
change in the lives of the poor and
marginalized communities in the far off and
inaccessible areas of the country.
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Transparent pricing

PPAF disburses microcredit loans to POs under
respective Financing Agreements at service charges
based upon a range of benchmarks including Karachi
Interbank Offer Rate (KIBOR). PPAF recently
institutionalized a new pricing policy to incentivize the

microfinance institutions and banks to extend their
lending operations to deprived and remote areas. For
this purpose, a poverty map was developed for the
country through which districts have been rated
according to level of food security and based on a
comparison with the average Human Development
Index (HDI) of Punjab on a province by province basis.

District Type Description

Category llI

Category IV

Category VI

Below average HDI of Punjab, Food Insecure

Food Secure and Above Average HDI of Punjab

Pricing for category | and Il districts
These districts are areas where very few PPAF

partners operate due to lack of economic
development translating into social, political
and adverse law and order situation.
Microfinance has virtually no presence in these
districts as economic opportunities remain
limited. The Partner Organizations operating in
these areas have to face risk associated with
macroeconomic instability, political upheaval,
weak social structures and credit viability
requires these organizations to take risk and
experiment with new approaches and
products. In these areas, PPAF charges a
markup rate of KIBOR (1 year) less 600 basis
points or 8% whichever is higher.

Pricing for category Ill and IV districts
These districts have a low penetration of

microfinance services and credit activities

remain vastly untapped. A few PPAF partners

are present and operating in these areas. Owing
to a higher level of risk in microfinance faced in
these areas coupled with a high cost of delivery,
PPAF charges a markup rate of KIBOR (1 YEAR)
less 200 basis points or 10% whichever is higher.

Pricing for category V and VI districts
In these relatively better areas, PPAF charges a

markup rates on loans priced at the relevant
KIBOR (1 YEAR) or 12% whichever is higher.

Data Security & Confidentiality
Confidentiality of our stakeholders' and

employees personal' data is very important for
PPAF. We work in full compliance with the Code
of Conduct for the Protection of the Individual's
Right. PPAF ensure that all its employees are
aware of their engagements related to work
with data as well as with confidentiality of
information.




DIVERSITY OF SERVICES & iNNOVATION

KNOWLEDGE PEOPLE  PROCESS

Tele Medicine

To address the issue of lack of healthcare staff's
availability in the remote areas, PPAF has
initiated a pilot project of setting up Mobile Tele-
Care Centers. Tele-care center model consists of a
health clinic, that is manned by trained
paramedics, this center is equipped with state of
the art telemedicine tools and equipment,
whereas on the hub side (staffed with doctors,
health specialists) medical professionals provide
the advice. A unique component in its model is
the Tele-health consulting service, which
supports the local clinic staff with IP based Video
Phone consultations with a medical specialist.

Education for the Visually Impaired Persons
(VIPs)

PPAF has also stepped into supporting activities
aimed at mainstreaming of the visually impaired
persons into the society. Audio World program
(initiated by one of its partners) is a doorstep
facility providing recorded text books and
pleasure listening books on audio cassettes and
CDs free of cost to VIPs across Pakistan through
freeregistered postal service.

Settlement Branches / Kiosk

PPAF has supported establishment of low cost
settlement branches/Kiosk to deepen the
microcredit outreach by serving underserved

COLLABORATION

areas. The branches consist of 1/3rd of the staff
strengthin regular branches.

Village Banking

Village banks are primarily semi formal financial
institutions that create access to basic financial
services on a sustainable basis. By providing the
technical assistance, PPAF makes village
communities managers of their own financial
systems.

Branchless Banking

The recent explosion of mobile telephony and
telecommunications across Pakistan has opened
up a window of opportunity for increasing the

availability of microfinance services through low
cost mobile based business models offering real
time transactions over secure networks. PPAF is
making full use of this facility.

Women's Cooperative Livestock Farming

PPAF supported Women's Livestock Cooperative
Farming exploits scientific techniques in goat
rearing; the project integrates group lending,
cooperative farming, and creates linkages with
market and government departments with
particular focus on rural poor women.

Rural Development through Livestock and Dairy
Management
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The project organizes female clients into Women
Farmers Enterprise Groups followed by the
provision of credit for purchase of better milk
yielding animals, capacity building of group
members, clustering into apex enterprise groups
for milk collection, chilling and collective
marketing.

Enhancing Agricultural Productivity

The overall approach of Enhancing Agricultural
Productivity programme is to increase crop
production while ensuring environmental
sustainability, adaptability to climate change and
affordability for marginal and small farmers.

Tunnel Farming

The program emphasizes on converting
traditional agriculture practices to agri-based
microenterprise development that ensures
household income enhancement, particularly
women.

Social Safety Nets - Targeting Ultra Poor

The project is based on the graduation model,
which assumes that the poorest communities
need grants, food aid and subsidized
employment to provide for basic survival needs.
Once these needs are met, livelihood training

and carefully sequenced financial services can
help clients graduate from dependence on
safety net programs and become full-fledged
micro-finance clients.

Widows Strengthening Project

Under the project skill centre for orphans and
ultra-poor widows are established to get nine
months in livelihood skills to bring them at par
with the poor working class.

Project for Rehabilitation of waste collector

Under the project, the garbage collectors are
provided with loan to replace their carts with
motorbikes and carts enabling them to collect

more garbage.

Micro-credit Disability Project

The project is based on integrated turnkey
approach to provide Persons With Disabilities
(PWDs) in rural areas with some recourse to
income through trainings, provision of capital,
home modification and provision of disability
assistive devices.

Community Investment Fund

Community Investment Fund is owned, run and
managed by the community institutions with a
mission to benefit the poorest especially
through the poorest women members.
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Any impact on poverty ca l‘,ibe lasting and sustainable unless
environmental safeguari e been embedded in the overall
solution. PPAF views environment responsibility as one of its
essential values cutting across all of its programmes and activities.

In 2011 we launched PPAF Green strategy as a long-term strategy
for achieving environmental sustainability at the heart of our
business philosophy. It is our objective to provide opportunity for
each of our employees, partners and clients to contribute to the
Earth's better future.

-

PPAF Iyés a dedicated Environment and Social Management Group
(ESMG) mandated to provide oversight in the implementation of its
environmental and social management framework at all levels
luding PPAF, its partners and community institutions.
Environment and social management is ce‘;tral to the design and
plementation of all PPAF interventions and draws upon acoherent
palicy framework constituting the Environmental Protection Act
997 and The World : ank' Operational Policies vis-a-
Environ‘r‘ﬁentarand Social Safeguards.

The Group has designed a comprehensive capacity building program
to institutionalize environmental and social assessment within PPAF
and its partner organizations. In addition to conducting a series of PO
specific and province-wise workshops to disseminate ESM and to
vide hands-on training to field staff, the Group further plans to
\'Eté ESM capacity building program into the Community
anagerial Skills Training. Also, the Group has formulated a
comprehensive strategy to develop linkages with renowned
national, regional, and international institutions, as well as,
indigenous peoples' organizations for technical and policy support.
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Environmental Management System

0

Sustajpability in investments is directly proportional’tg the 5vnership of the beneficiaries. If the
schemes are selected keeping in mind the basic needs and reffuirements of the locals, not.only are
they. constructed and implemented effectively,”but. are maintained continuously. Community
warrants complete security'and operatiofnal integrity even if theyhavete-continuously, invest from
theirown resources: i’
The reason of success in the reviewed schemes was that the POs wéFe absolutely clean about the
fongevity of theiFinvestments..Standards like the Dublin Principles were quoted to.inform the PPAF
teamof the basis’of their approach. ‘Communities understood theirioles right fromrthe inception
stage Of the schemes and signed off O&M plans,for.each:— . . L
o p— y - o — = 5
Withisugh learning's, PPAF can move forward #h making such inyZStgats in.remote and rﬁgged
mountdiniterrains without®he fear of losing any social dividends!

Ensuring Compulsory Water & Sanitation

i |




PPAF Offices Water Consumption

In 2010, the water consumption in PPAF's facilities was about 14427 gallon water.
Consumptionwas.not related to the main activity of the company and served only for the
staff's hygiene needs ad eleaningtieilibrkplacesslhecampany does not provide wastewater
treatment, because wastewater is directed throﬁgff'ihe sewerage to Urban wastewatenr
- treatment plants.

c s Nevertheless, we monitor our water consumption and have regular information campaigns for
- our employees' responsible consumption of this significant natural resource. In pursuit of this

-~ goal, we organize following events:
s “Earth Day

- = We maintain a usage of nearly 6.35 tons of copy paper per year, and with effect from 2011 we
have increased the use of environmentally certified paper. At the same time, the use of
electronic data and scanned documents for internal and external communication has resulted
in lower consumption of paper. This reflects our employees' commitment to environmental
safeguard and cultural change brought in by the Company.

Ink Cartridges Use and Recycling

Unfortunately, we use a large amount of new toners with a total of 584 for 2010. But in 2011 we factors!
used the recycled toners cartridges because recycling the cartridges is necessary for both
reducing resource consumption and the danger of inappropriate treatment of the chemicals :
containedinside them. S s

place with COMMUNITY

Consensus

Continuous availability




Solar Powered Integrated Water Efficient
Irrigation (IWEI) Systems

Under this approach PPAF has installed several
Solar Powered IWEI systems in rural areas
Pakistan. Solar Panels are used to generate
electricity through photovoltaic (PV) process and
run water pumps to lift water from shallow/tube
wells. In most cases diesel generators are
replaced with this innovative approach to reduce
cost and safeguard the environment. The socio-
economic benefits brought in by the solar
powered IWEI systems are shared by farmers,
agribusiness and consumers in the form of
increased income and have important social
consequences for rural communities. Further,
the projects directly benefit rural communities
through the purchase of goods and services,
generation of land use revenue, and
employment generation. Secondary or indirect
economic effects include improved food security
at household levels, increased spending power,
economic diversification, changes in property
values and the use of indigenous resources. The
combination of solar pumps with IWEIs reduces
the over exploitation of groundwater along with
ensuring more output. By utilizing the solar
energy, there are no costs over fuel and the costs
over fertilizers and pesticides are reduced.
Through the IWEI (particularly drip and sprinkler
irrigation) Systems being powered by solar
energy, irrigation is applied efficiently to get
maximum output from the water available, at
marginal running costs. The benefits of solar
powered IWEI system are enhanced yield in
terms of input as well as output. From input side,
there are savings in cost over fuel, water,
fertilizers and pesticides. The fuel cost for
extracting wateris notrequired at all because the
sun light is utilized for pumping of underground
water. In this way 100% cost of fuel for pumpingis

reduced.
Solar Lighting Systems

Under this approach PPAF has installed around
320 solar home/lighting systems in Pakistan.
These interventions are carried out for remote
(off-grid) communities with three types of solar
applications a), Individual Home Solar Energy
Systems b), Cluster Based Solar Energy Systems
and c), Community/Village Electrification Solar
Energy projects. The Important consideration in
assessing the benefits of a renewable energy
project of solar lighting is its affordability to the
beneficiary community, including the average
maintenance cost per household. The Solar
Homes Lighting System provides electricity for 5
hours to each household on a daily basis. These
projects contribute directly to poverty alleviation
in the targeted communities. As the males
mainly stay out at work, women of these
communities can engage in some extra income
generating activities at their homes at night. The
provision of electricity also improves the
educational outcomes of children in these
project villages. Moreover, the use of electricity
produced through this clean source has no
adverse environmental effects unlike the
burning of kerosene oil which affects the indoor
air quality.

Domestic

Transmission/D
istribution

Generation Irrigation

Agro-
Industry
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Our employees' development allows us to
achieve high business performance. Thus, the
following core competencies are crucial;

o]

Establishment of result-oriented behavior
Establishment of stakeholders-satisfaction
oriented behavior

Teamwork

Ability to communicate and persuade
Achieve high quality and perfection in the
work process

Perfection of these skills is a prerequisite for
achieving exceptional results and developing the
employees' potential. The commitment of our
team shows by the satisfaction of the employees
with the job and identifying with the company's
affairs.

We have developed and incorporated the
Employee Performance and Development
Appraisal System and Position Appraisal System,
because of our desire to guarantee transparency
for career growth of PPAF's employees, fair
appraisal of their performance and
corresponding payment. Business achievements
and competence development are the main
criteria for the performance appraisal. In

addition, every manager can provide additional
feedback to their colleagues when it is necessary
to boost their development.

Job Opportunities

It is PPAF's objective to remain one of the most
attractive employers in the Pakistan labor
market. Our employees identify themselves with
the company and recommend it as a desired and
fair workplace. We offer diversity of job positions
— from highly specialized professionals. In 2011,
we hired 14% new employees, allocated to
different departments of the company, reaching
a total of 224 employees with 11% employee
turnover. We do aim at keeping our staff, but we
also do respect our employees' desire for career
change and diversity.

Talent Development

PPAF acknowledges the talent of every
individual, who has the ability to significantly
contribute to the company's current and future
success through excellent performance and high
level of goal achievement, demonstration of
strong motivation and the potential to grow and
hold leadership positions. Our philosophy
concerning the development of employees is to
encourage the business-value talent.
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Development begins with involving our
employees in creating the company business
strategy and building strong relationship with
them. Our employees' engagement and
contribution to the company's results depend on
the continuous incentive of their knowledge and
skills.

Training Facts

PPAF starts investing in its newly hired
employees from their first day of work. Each new
colleague goes through induction training and
introduction to the company history,
principles, business processes and

development of “soft skills” aimed at perfection
of employees' personal qualities and
competencies, therefore improving work quality
and efficiency.

We evaluate the efficiency of the current
trainings and the need for future training
through trainings appraisal and analysis of the
knowledge and skills achieved. Each employee
has an equal opportunity to join the trainings, as
long as they fulfill the selected criteria.

values. Achievements 2011

We also provide an annual training
program, oriented towards extending
our employees' knowledge, skills and
qualification. There are opportunities
for specialized training depending on
each employee's job specifications,
personal and professional profiles, as
well as “soft skills” training.

In 2010, 63.1% of all trainings were
strictly professional, concerning the
“hard skills” and 36.9% concerned the

We believe that caring for our employees is vital for their
satisfaction, personal and professional development,
and thus for our company’s progress. In 2011, PPAF
training policy:

Trainings (Nos.)

National Trainings 57
Foreign Trainings 13
Exposure Visits 13
Conference/Seminars 12
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Career withinthe Company

Many of our employees began their career from
the basic level, and their ambition and desire for
growth, combined with the opportunities given
by the company have led to the professional
growth of each of us.

Part of PPAF's policy is to encourage our
employees to alter the focus of their occupation
and to continue their development in different
divisions. We provide the opportunity for one to
grow within the company by announcing all
available positions both internal and external. In
2010, our colleagues filled 11% of all job
openings, and one of these positions is at a top
level.

Taking into consideration the limited number of
top management positions, it is a challenge for us
to give our employees opportunities to grow all
the way up the professional ladder. Therefore, the
development within the various position levels is
importantto us.

We believe that the human resources
development is fundamental for building
sustainable organization. That is why we consider
investments in Pakistan's youth to be a high
priority not only for PPAF, but for the market as
well.

Ethical Behavior

PPAF encourages maintaining ethical relations
through conveyance of the fundamental values
and principles of the company prescribed in the
Code of Conduct. Our leading principle is: “We are
professionals in our job; we are open and honest
and take responsibility for our actions”. Such
policy aims at establishing corporate culture,
which is concerned with relationships between
employees and with the stakeholders.

Discrimination at the workplace is not a
problematic issue for PPAF— our objectives are
not to tolerate such behavior and to eliminate any

conditions for occurrence of discrimination. Each
newly hired employee is introduced to the Code
of Conduct and has the opportunity to express
any concern for acts of discrimination at every
moment of the work process to their direct
manager or to Grievance Redressal Officer. In our
team, we have representatives from disabled
staff (2 people). We do not have any employees,
which are below the legal work age (as defined by
the Pakistan Labor Laws) and we commit
ourselves not to follow or tolerate any form of
child or forced labor. We are proud of our young
and educated team.

The average age of our employees is 30 years.
85% of PPAF's employees have University degree.
We have kept balance and equality between male
and female employees. Female represent 30% of
our total workforce.

Diversity and Equality

Diversity is the foundation to our understanding
of development. Each employee with his or her
personal characteristics becomes a part of
building a strong team, creates diversity of
perspectives and provides a flexible approach for
different situations. When selecting candidates
and evaluating employees, their age, gender, race
or religion are not considered — performance and
individual qualities are what matters.

At the same time, we encourage growth equally
to men and women — in 2011 the number of
female professionals in managerial positions has
increased from one to three. In the future, we
intend to keep investing in female growth and
recognition of women as key leaders.

Health & Safety at Work

We put an emphasis on the healthcare and safety of
our employees. Our objective is to ensure a safe and
healthy working environment, not only by observing
the legislation but also by lowering the risk of
accidents and encouraging the maintenance of a
balance between personal and professional life.
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Our managers have the responsibility to follow the
rules set in our workplace Health and Safety Policy.
This responsibility is a priority in order to maintain
our employees' physical and mental health.
Prevention, as the first precaution to ensure safe
work conditions, is an important element in the
decision-making process.

As part of maintaining our employees' health, we
have provided an additional social benefit package,
whichincludes accident insurance.

Our employees do not participate in any form of
collective associations — every one of us has the
opportunity to express freely their needs regarding
health, safety and working conditions.

Social Benefits

The care for and acknowledgment of our team
members are the leading elements for the
company's growth and success of corporate
responsibility. It isimportant to ensure incentives for
our people and to reward them for their contribution
to the business. Our objective is to provide excellent
working conditions and to motivate them with a
social benefit system that we have developed with
the employees' participation. That program
includes:

Medical care — since its establishment the company
provides free medical care, health insurance fund

Human Resources management has the
responsibility to pass on these concerns to
a higher level of management. The lack of
associations proves our employees trust in
the company and its achievements in this
field.

Work-life Balance
The day-to-day satisfaction and
achievements are fundamental part of

TEAM WORK EXCELLENCE
our people TRA NSPA RENCY

CREATIVE-

POVERTY REDUCTION

EMPOWERMENT

ACCOUNTABILITY

HONESTY-INTEGRITY

PPAF's view on the work-life balance. We
treat our employees' personal needs with
respect and care, striving to maintain the fragile
balance between personal life and work. When
people have more time to spend with their family
and friends, they are more motivated and show
better business performance.

Development of Employees

Our company emphasis is on growing and
developing each employee so that they are best able
to produce the required results in their particular
function in support of the organizations' mission and
goals.

Our company believes that learning is the
watchword in building the human asset base of the
organization. Whilst the PPAF expects its employees
to take responsibility for their individual
effectiveness, personal and career development, it is
the responsibility of the company to ensure that all
employees have access to equal opportunities for
learning and development.

andaccidentinsurance;

Financial Aid Procedure for employees with severe
health problems whose treatment is not fully
covered by their health insurance or the health fund;
Subsidized food served through in-house cafeteria;

Preferential terms when using PPAF services — free
telephone, internet, transport for official work.

Team building events etc., annual functions / diner
for the company staff;

Annual sport tournament and equal opportunity for
participation

Honoring the Earth Day, Water Day and
International Women Day and events especially for
the female employees.

The care for our employees reaches their families.
Members of their families have the opportunity to:
Use the services of the health insurance fund at
preferential prices. It is our duty to financially help
ouremployees' relativesin cases of emergency.
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employees

engaged is the gqmarlyu}g ategy that _____..—-—~
enables every other goal we set for the‘ ‘

L

company. 'I.‘hat 's why we take greW -

. be possible without this fund_ainental

~ commitment.

Review of the Results

Employee Turnover Number 15 11
F
Internal hires (coverage | Number 6 14

of open positions)

reporting to CEO

Employees receiving
training

18

38
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Internal Communication Systems

Corporate responsibility in PPAF begins with the
responsible attitude towards the company's
employees and their responsible behavior that
occurs as a result. Both as a function and as a
separate structure, the internal communication is
inseparable part of everything that happens in
PPAF.

The official internal communication channels
contribute daily to establishing and maintaining
supportive environment and professional
corporate culture through transparency,
expedience and objectivity of the information
that is provided. Internal communication is a
strategic partner in all the activities of the
company as an employer, as a partner and as an
operator providing services to its customers.

Communication is a key factor for the success of
the corporate responsibility, for running each
internal campaign and for the promotion of
different initiatives among employees. Internal
communication is actively and consistently
working for promoting, inspiring and achieving
specific objectives of the corporate responsibility
program using different communication
channels, campaigns, events, office branding,
etc.

An inspiring example for internal
communication's contribution to corporate
responsibility is the increasing number of PPAF
employees that participate in different initiatives
and activities related to the responsible use of
resources, waste recyclingand many others.

Grievance Redressal
A grievance can be defined as any sort of
dissatisfaction, which needs to be redressed in

order to bring about the smooth functioning of
the individual in the organization. PPAF has a
formal grievance mechanism in place for both the
internal and external stakeholders.

Our company has an open policy for
communication and problem communication
and problem consultation concerns are often
raised and settled as a matter of course.

Maintaining quality of work environment for its
employeesis animportant concern for PPAF.

E-sharing

Initiative of launching e-sharing — disseminated
electronically on a fortnightly basis — has become
a wonderful source of information about the
events and happenings taking place not only on
the premises of the office but also within various
operations and support units as well.

Despite being under one roof, most of the Team
PPAF members remained unaware of the
activities taking place in other units. So over a
small period of time the e-sharing has come a
long way not only in keeping the staffers well
abreast of the important developments taking
place within the organization but also has
succeeded in breaking the silos. E-sharing has
provided an exceptional platform to the Team
PPAF to share and celebrate their successes and
achievements with their peers and colleaguesina
noble manner as well as unleashing the potential
of the employees to produce something worth
sharing.

Commitments 2011

» Expandingthe Talent Management Program

¢ Maintaining high levels of employee
commitment and satisfaction

* Encouraging female professional growth to
leadership positions

. 3

Developing Talent

Hiring Talent

Attract and recruit qualified Inculcate PPAF values
individuals Dynamic and Conducive Work
Future Talent Pool Environment (New Office)
|e-portal) | Comprehensive Training Policy
= Talent Management
Retaining Talent Rewarding Talent
Long Term benefits
4 : Fast Track Career Growth
Opportunities for growthand | :
. Objectives Oriented
promation (IVN)

f — Performance Appraisal System
Competitive Compensation PE £

(Salary Survey) Key Performance Indicators
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PPAF aims to promote a holistic approach of
poverty alleviation, which is aligned closely with
Pakistan's commitment to the Millennium
Development Goals (MDGs). We place emphasis
on multi-sector programs that generate broad and
deepimpacts atthe communitylevel. Akeyaspect s
of our work is supporting community institutions =
(institutions of the poor) and partner organizations

(institutions for the poor) that work directly with

communities and their institutions. To achieve the

P =

ultimate objective transparency, accountability,

inclusion and participation are the set values.

wll)
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Special Initiatives

PPAF has designed a series of special instruments
to address specific constraints of the most
vulnerable and marginalized communities and
households. These households constantly
struggle with exogenous shocks such as drought,
flood and earthquakes. To overcome extreme
water scarcity for both drinking and irrigation
purposes, PPAF has developed a drought
mitigation and preparedness program for
communities (especially in Balochistan and
Sindh) which are prone to frequent droughts.
Under this program, PPAF through its POs,
undertook a series of activities involving better
water management and conservation policies.
PPAF has also initiated a special program for the
vulnerable coastal communities of Sindh
province. This program focuses on rehabilitating
rural livelihoods through upgrading and
development of infrastructure, provision of
health and education services, capacity building
and social mobilization. With international
collaboration, PPAF has initiated a pilot project of
social safety nets for 1,000 poorest households in
110 villages in Sindh Coastal Areas. Health and
food allowances were provided to selected ultra-
poor for a period of twelve months. During the
same time, trainings on enterprise development,
skill enhancement and book keeping were
imparted to the target groups. The process of
assets transfer has been initiated. As the grants
program phases out, it is expected that most
participants will be prepared to pursue
independent economic activities and be eligible
for induction in PPAF's regular micro-credit
program.

PPAF interventions are encouraging the
communities to invest in innovative schemes for
corporate management such as the
establishment of collective livestock farming,
village banking and marketing enterprises. These
ventures afford opportunities to rural poor for
moving out of the vicious circle of poverty.

PPAF has introduced a new product for the micro-

finance sector, which permits grant of “Equity
Fund” to the most dynamic partners and micro-
finance institutions enabling them to access
commercial financing to realize their growth
potential and expansion into rural areas. PPAF
would provide equity to only those micro-finance
institutions which meet international criteria on
financial sustainability, successful micro-finance
models and capacity to access counterpart
funding. The objective is to make them more
attractive prospects for commercial sector
lending thereby enabling them to expand
outreach of micro-finance sector in Pakistan.

PPAF has launched a nationwide Enterprise
Development Training program for persons with
disabilities to impart skills training so that they
could have a regular and an independent source
of earning for themselves and their dependents.
This is the first of its kind initiative launched by
PPAF for the benefit of the disabled persons in
Pakistan. The purpose of this nationwide program
is to impart useful skills training to more than 600
persons with disabilities annually, so that they
could become independent bread winners for
their families.

Results Framework

PPAF has a comprehensive Results Framework
which tracks outcome 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, Union Councils and
locations.
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Disaster Preparedness and Management

In the recent years communities all over the
world are experiencing an increase in the
frequency and intensity of disasters — both
geological and meteorological. The losses of lives
and property are proportional to the level of
preparedness of a nation for disasters and its
economic resilience. Pakistan is beset with a
multitude of hazards including: cyclones,
tornados, tsunamis, floods, droughts,
earthquakes, landslides, GLOFs and avalanches
and numerous human made and complex
disasters.

Response to Emergencies

2011Floods

In 2011, heavy monsoon rains triggered floods
sinking lower parts of two provinces of Pakistan
(Sindh and northern parts of Punjab) for a second
year running causing massive damage and
affecting the lives of over nine million people. In
response, a relief operation worth Rs. 258 million
was launched in 14 union councils of Badin
district from PPAFs own savings. PPAF engaged
three of its Partner Organizations for the relief
activities and provided: hygiene kits to 59,680; 1

million liter of fresh potable water to 23,390
families; healthcare to 8,766 patients; and
shelters to 625 families.

Capitalizing on PPAF's credible track record of
managing disasters and emergency situations on
a large scale, PPAF proactively responded to
widespread destruction caused by July 2010
floods. The Company adopted a comprehensive
strategy focused on immediate relief through
provision of food, milk, water, medicines, shelter
and related items for the affectees. The relief
operations were carried out through 20 partner
organizations in 22 districts (132 union councils)
of flood affected areas of Kyber Pakhtunkhwa,
Punjab and Sindh. PPAF distributed over 5 million
kg of food items; supplied 135,000 liters milk; set
up 105 medical camps where over 57,000
patients were treated; distributed 50,000
hygiene kits; sunk 140 hand pumps; and provided
1,700 tents. In addition, fodder was provided for
70,000 animals, 1,200 animals were vaccinated
while drenched bottles were provided for 2000
animals. PPAF is following up relief efforts with
early recovery, rehabilitation and reconstruction
activities to allow people in affected areas to
rebuild their lives and livelihoods.

67

-t

e = . - ¥
Z ’ ‘ 3
o “{E‘ - - i r'_//'

2005 Earthquake:

PPAF was actively involved in rehabilitation and
reconstruction operations, on a major scale, in
the areas affected by 2005 earthquake. Besides
carrying out effective relief operations, PPAF was
involved in reconstruction of 122,000 housing
units, rehabilitation of over 660 water supply and
infrastructure schemes and reconstruction of 19
state-of-the-art health & educational facilities.

Awareness & Campaigns

Theatre Series

PPAF also organizes interactive theatres for its
communities. Theater reaches audiences in a
very personal and compelling way, touching both
the heart and the mind. It addresses risks in a
community, has the flexibility and power to
motivate behavior change and reaches the
literate and the illiterate alike. It provides a safe
way for vulnerable people to speak and for
communities to talk about issues confronting
them. Theater is used in communities around the
world as a participatory development tool. The
activity entails interactive role-playing and
interpretation in a local community, with drama
centered on key issues and realistic scenarios.
Not only are these interactive theatre
performances an informative form of

entertainment, they also explicitly aim to change
behavior in target communities and galvanize
them into remedial action. They also provide an
excellent opportunity to develop linkages with
the government line departments and civil
society organizations to share and learn from
their experiences.

Radio Program

Print and electronic media, which constitutes the
most effective means for educating and
sensitizing public opinion, forms an important
component of C&M Unit's multi-faceted strategy
to accessing publicdomain.

Besides successfully availing of other modes of
communication for the cause PPAF, the C&M
Unit has successfully engaged public opinion
through its popular radio program —
“RoshanRaahein” — that has grown in stature
over the time and successfully attracted a large
listenership from all over Pakistan.

The program has generated a lot of interest and
awareness among target communities and
stakeholders —a fact substantiated by the receipt
of a large number of letters from across the
country.
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This program regularly broadcasts PPAF's
experience in participatory development
through transmitting stories on the
organization's multi-sectoral interventions from
across Pakistan.

Additionally, the program has routinely relayed
useful information on ways in which the general
public and aspiring organizations can access
PPAF and its network of partner organizations.

It has also played an important role in educating
people on how to organize themselves for the
common good of their communities and begin to
participate in the process of development.
RoshanRaahein - the popular radio program
plays an important role in educating the people
about the betterment of their community. It
includes real life stories about PPAF beneficiaries
in the form of case studies, and communicates
information to the general public and
endeavoring organizations on how to contact
PPAF. In addition, the program addresses
community concerns on projects in their areas. It
serves as a unique source of feedback from
opinions of those directly impacted. Other than
this, RoshanRaahein also helps PPAF position its
image as a key player in the development sector
and highlights contribution made by its partner
organizations in bringing about a positive change
inthe lives of the poor

and marginalized communities in the far off and
inaccessible areas of the country.

Video Documentaries

“The Radiant Trails”

The video documents PPAF's efforts in
ameliorating the lives of the poorest of the poor
under its Social Safety Net-Targeting Ultra Poor
(SSN-TUP) pilot projectin coastal areas of Sindh.

“When Hope Rekindles”
The documentary narrates the story of PPAF's

efforts to revitalize the lives of Internally
Displaced Persons (IDPs) in seven camps across
Mardan, Swabi and Peshawar followinglarge
scale migrations from the upper mountains and
valleys of KpK. PPAF's timely interventionsin
basicinfrastructure, water, sanitation, health and
education, counseling and skilldevelopment
played an important role in lessening impact of
the crisis.

“Vitality for Life”

This video documentary is about PPAF's pilot
school milk project under which over
6,000school children were provided milk on daily
basis in 50 schools for six months in DistrictRahim
Yar Khan. The project has contributed to
improving child nutrition as well asenrollments
and attendance in project schools.

“From Hope to Reality”

A story of Courage and Resilience: PPAF has
successfully completed the largest private
sectorrelief, reconstruction and rehabilitation
operation in earthquake affected areas
spanning34 union councils in 5 districts and
involving reconstruction of 122,000 housing
units, 660water supply and infrastructure
schemes and 19 state-of-the-art health and
educationfacilities. The documentary relives
PPAF's struggle to deliver under testing
conditions in some of the county's most remote
areas.




-Mhange our past. ..we.cannot change

the fact thatpeople will actina certainway.

We cannot change the inevitable. The only thing
we can do is play on the one string we have, and
thatis ourattitude.

Creating bonds of fraternity among marginalized communities

PPAF has allocated funds for mainstreaming isolated, poor and marginalized communities from diverse

background through experience sharing and replicated best practices in their respective environs.
This effort on the part of PPAF will help in nation building, breaking social barriers and creating bonds of

fraternity among marginalized communities residing across the country. It would also provide a platform
to these poor communities to share their respective experiences and reap the fruits of the development
effectively. So far, PPAF has arranged exposure visits of 34 groups of youths comprising 1,289 males and
females to various parts of the country in order to develop inter-provincial understanding and learn from
best practices. In collaboration with the Ministry of Youth Affairs and Ministry of Culture, PPAF arranged an
exposure visit of 70 young community members including males and females from the operational areas of
seven POs of PPAF from Balochistan and Khyber- Pakhtunkhwa to share and learn from experiences of

each otherinlslamabad.

These young community members from the far flung areas of the country were taken to three PPAF
projects sites (KotliSattian, Serah and PindMistarian) on the outskirts of Islamabad to witness the impact of

integrated schemes of health, infrastructure, water supply etc. projects on the lives of local communities.
Education for the youth of Balochistan

PPAF haslaunched a comprehensive quality education program for streamlining youth of Balochistan. The
PPAF-funded program has been initiated in Kharan, Khuzdar, Musa Khel, JhalMagsi, Kohlu, Awaran and

Panjgoor districts of Balochistan.
Under Chamalang Education Program in Kohlu alone, PPAF is providing financial support for fee, books,

uniform, stationery, etc. to over 3,000 students. So far, PPAF has set up 31 community schools while it
hasadopted 145 public sector schools, provided financial support for provisioning of water, furniture,
repair & renovation, teachers' training, activation of school committees, etc. in the abovementioned

districts of Balochistan.
This initiative is focused on a radical improvement in literacy level and over 12,000 children have been

enrolledin PPAF funded schools and out of these, 7,700 are boys and 4,400 are girls.

As a part of its initiative, PPAF arranged an exposure visit of students of schools being run by its partnersin
the abovementioned districts, and 80 students of grade five to twelve were brought on educational cum-
recreational visit to various parts of the country. These students visited Fort Manro, Ghazi Ghat Bridge in
Multan, landmarks in Lahore and witnessed flag lowering ceremony at Wagah. They were also taken to
PPAF sponsored educational facilities in Mangla, Military College Jehlum and Mangla Power House &

Water Sports club.
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Commitment

The PPAF disaster preparedness and management
program builds the response capacity of the local
communities and institutions as part of preparedness for
disaster management and includes;

3 Building disaster preparedness of the POs and
communities to manage risks and to respond to disasters

©3 Promoting a culture of preparedness and make
communities safer by reducing risk of hazards in a
coherent and systematic manner

3 Integrating Disaster Risk Reduction (DRR) in
development processes across all programs of PPAF
directly, and through example, advocacy and sharing
DRR tools in all development initiatives in the program
area for the development to be risk conscious and
sustainable

@3 Setting the example of good practice for adopting for
replication by partners and other organizations inside the
country and abroad

@3 PPAF isin the process of embarking on a comprehensive
community program for disaster preparedness and risk
management. The salient features of the program
include:

38 Establishing disaster management institutions at the
union council level

@3 Knowledge & skill transfer on Disaster Management

3 Establishing DPM Centers, with stockpiles of emergency
tools, equipment & shelter

o« Selective Mitigation Projects on equity basis

o Establishing a standing disaster response fund




Indicators Units 2011 2010 2009 2008 2007 2006 2005
PPAF
Net Profits Rs. in million 1,415,940 1,329,105 1,030,277 802,006 913,729 500,894 196,210
Revenue Rs. in million 2,485,286 2,070,032 1,668,682 1,314,202 1,254,390 761,508 303,444
Fund & Reserves Rs. in million 3,736,073 3,189,978 3,785,356 2,755,078 1953072 987,842 486,947
| Debt Rs. in million 14,043,718 12,355,889 11,140,482 10,879,511 10,888,109 10,813,558 6,482,473
Total Capital employed Rs. in million 21,291,324 18,360,733 15,816,241 14,524,972 13,729,839 12,301,400 6,969,420
No. Partner Organizations Nos. 99 87 77 74 70 68 56
i Infrastructure projects completed Nos. 1,144 2,373 4,143 2,074 3,283 1,903 1,322
No. of Micro-credit Loans Nos. 563,836 846,191 791,324 700,797 788,671 565,448 184,946
No. of Partner Organization Staff Trained Nos. 468 992 1,623 1,308 3,497 2,262 802
No. of Community Trainees Trained Nos. 33,134 10,793 112,424 40,741 67,592 62,416 19,553
No. of PPAF supported Schools Nos. 1026 830 608 18 10 - -
No. of PPAF supported Health Centers Nos. 432 352 263 39 21
Market Share of PPAF in MF sector % 45 45 42 45 43
No. of Districts which we are present Nos. 129 127 S5 73 80
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Indicators

Total PPAF Workforce
Senior Management
Middle Management
Lower Management
Total PPAF Workforce by age
24-30
31-40
41-50
51-60
Number of PPAF workforce belong to Provinces
Punjab
Sindh
KPK
Baluchistan
Gilgit & Baltistan
Women in the workforce
in middle

in Senior
in lower

Internal Hiring/Promotions

No. of Disable employees
Total PPAF workforce turnover
Turnover in senior management
Turnover in middle management
Turnover in lower management
Turnover of Women

Total Trainings delivered

No. of reported accidents
No. of Approved Policy Manual Drafted

2008

2007

2006
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Indicators 2011 2010 2009 2008 2007 2006 2005

160.40 129.90 130.68 119.00 110.42 120.05 52.02

PPAF Offices

Total Carbon emissions

Total electricity consumption KWH 302650.77 245090.58 246563.42 224532.59 208344.22 226500.49 98142.75
Total Natural Gas consumption Kg 7344.24 - - - - - -
Total water consumption Gallon 14427.36 16674.17 17495.50 14831.62 10053.92 6,035.04 4076.91
Total paper consumption Tones 4.93 5.02 5.10 4.94 4.98 5.00 1.83
Total paper delivered for recycling Tones 12.8 1.5 - - - - -
Annual spending on photocopy paper Tones 3.20 3.26 3.32 3.21 3.24 13.25} IR
Total Toner used Nos. 385 584 564 345 - - -
Toners recycled (remanufactured) Nos. 121 86 - - - - -
Fuel Consumption Gallon 29319.66 15168.34 14812.28 20010.08 7116.76 9247.58 5463.64
Paper saved from automation Tones 0.09 0.08 -0.165 0.045 0.015 - -

PPAF Financed Projects

Energy Consumption from Renewable energy (No. of
Project Initiated, Capital Cost & Generation Capacity)

No. of Micro Hydros Projects Nos. 5 15 14 33 18 3
Micro Hydros Capital Cost Rs. in 63,040 177,341 123,625 118,785 40,279 5,488
million
Micro Hydros Energy Generation Capacity KwW 858 2858 2263 1695 658 175
No. of Solar Energy System Projects Nos. 123 87 30 15 4
Solar Energy Systems Capital Cost Rs. in 88,714 55,206 15,811 6,100 2,983
million
Solar Energy Generation Capacity (Average 800 KW 98.4 69.6 24 12 3.2
Watts per system
No. of Solar Water Pumping Projects 33 7 9
Solar Water Pumping Capital Cost 26,884 8,086 7,190
Solar Water Pumping Generation Capacity (Average 83} 7 9
1.00 kw per pump)
No. of Wind Energy Projects 3 9 5 44 22 29
Wind Energy Capital Cost 1,295 5,712 3,065 13,946 5,949 6,343
Wind Energy (Average 0.05 kw per Project) 0.15 0.45 0.25 220 il 1.45
No. of Wind/solar Hybrid Projects 1 65
Wind/solar Hybrid Cost 8,549 49,557
Wind/solar Hybrid (Average 1.00 kw per Project) KW 11 65

Rs.in 15,738 13,846 13,066 16,697 15,806 12,647
PPAF Investments million
Micro-credit loan, Grants for Water Supply Schemes,
Small Scale Infrastructure Schemes, Health,
Education & Disaster
No. of Internship Programmes conducted by PPAF Nos. 3 4 3 c - 3
No. of Interns Nos. 75 46 89 38 = =
Cash Awards by PPAF Rs. in 9.4 0.43 3.63 2:92; 3.37 -
million
Conferences & Awareness Programmes organized Nos. 24 21 18 22 TA 8

and facilitated by PPAF
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