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Our Work

Our Impact

PKR 7 billion
invested in 

SME1

Over 550,000 microenterprises 
supported through our investee 
company, Pakistan Microfinance 
Investment Company (PMIC)

419,000 
jobs supported
through PMIC

11,000 
jobs supported 
through SME 
finance

350,000 
jobs for women 
supported 
through PMIC

7,500
jobs supported for 
youth through SME 
finance

650 SMEs
supported through our SME finance 
interventions

PKR 17 billion
leveraged through 

PMIC2

Country’s first
Micro Payments Gateway 

project initiated 

PKR 64 million 
invested in 15 women

led businesses

7 fintechs
supported 

1  Includes leveraged financing from our partner financial institutions 
2   Leveraged through PMIC
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On behalf of the Karandaaz Board of Directors, it is my privilege to 
present the company’s annual Directors’ Report for the year 2017-18.

From humble beginnings in 2014, Karandaaz is now well on its way to 
becoming a market leader in the financial inclusion space in Pakistan. 
Our vision is a financially included Pakistan, where all individuals and 
businesses have access to appropriate and affordable formal financial 
services. Financial Inclusion has been recognized as an enabler of at 
least seven of the 17 Sustainable Development Goals. However, over 
50 percent of population in developing countries does not have a 
bank account, compared to only 10 percent in developed countries. In 
Pakistan, too, we are a long way from universal financial access, with 
only 21.3 percent of the population financially included. Inclusion of 
women and rural populace is even lower. Even in terms of finance 
for businesses, especially micro, small and medium enterprises 
(MSMSEs) we lag behind our peer countries. We at Karandaaz aspire 
to significantly transform this ecosystem. Our role in doing so is quite 
unique as we partner with a broad range of partners to shift the 
market towards more inclusive financial services. 

Karandaaz endeavors to contribute towards achieving the 
Government’s goals as set out in the National Financial Inclusion 
Strategy. Over the past year, we have expanded our scope of 
interventions across all our workstreams. We are now deeply 
engaged with public sector entities to transform the digital finance 
infrastructure in Pakistan through projects like the Micro Payments 
Gateway. Our investments portfolio has grown on credit and equity 
side, with an aim to ease access to finance for MSMEs. We are 
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investing in innovation, sponsoring challenge rounds in the fintech sector as well as SME finance. 
And sponsoring research and insights work that can help the industry find market gaps and enable 
evidence based decision making. 

The Board has played an important role since Karandaaz’s inception in shaping the direction and 
strategy of the company. This has been a challenging and exciting task given the diverse range of 
interventions that the company undertakes as well as the scale of the problem we are trying to 
overcome.

I want to thank my fellow Board members whose dedication and guidance has been pivotal for 
Karandaaz’s growth. As we have worked together to build this company, the board members have 
always maintained a strong level of commitment towards creating social impact, adhering to the 
principles of corporate governance and transparency, and providing the management strategic 
oversight so they are able to deliver results. This year we welcomed three new Board members, 
which has deepened the Board’s expertise in areas critical to Karandaaz. I look forward to working 
with them in the coming years.  

Let me take this opportunity to acknowledge the entire Karandaaz team which has worked tirelessly 
to move the organization forward and have been instrumental in the achievements of Karandaaz. 
As a company we believe that our people are our biggest asset and their energy, enthusiasm and 
creativity remains the cornerstone of our growth. 

I also want to recognize the commitment of our sponsors, the United Kingdom’s Department for 
International Development (DFID) and the Bill and Melinda Gates Foundation (BMGF). Their enduring 
confidence in Karandaaz has motivated us to try innovative projects, take risks and experiment, and 
undertake truly transformational initiatives.  

Lastly, I would like to acknowledge the valuable contribution made by our outgoing Board Chair, 
Dr. Ishrat Husain, and thank him for his leadership over the last four years. Dr. Husain guided 
Karandaaz since its inception as a company and steered it through a period of growth. It is under his 
stewardship that Karandaaz developed as an institution, found its feet and quickly gained its place 
as a valuable player in the financial inclusion space in Pakistan. The credibility and visibility we enjoy 
today, is owed much to Dr. Husain’s strategic and innovative thinking. As Dr. Husain departs to take 
on bigger challenges in his role as Special Advisor to the Prime Minster of Pakistan on Institutional 
Reform and Austerity, we take this opportunity to thank him for his dedication and hard work in 
building Karandaaz to where it is today. All of us at Karandaaz wish him well. He will certainly be 
missed.

Shamim Ahmad Khan
Acting Chairman  
Karandaaz Pakistan Board of Directors 
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The year 2017-18 was marked by several noteworthy achievements for 
Karandaaz Pakistan. We significantly deepened our footprint in the financial 
inclusion industry in Pakistan, launched new interventions and expanded the 
breadth of our partnerships. Our institutional commitment and efforts for 
financial inclusion have been appreciated by the State Bank of Pakistan (SBP) 
and other regulatory bodies. While we work hard to further accelerate our 
work, this report provides us the opportunity to reflect on this year’s successes 
and lessons. 

Significant progress was seen in several areas in 2017-2018. A flagship initiative 
launched this year was the Women Entrepreneurship Challenge (WEC). The 
Challenge, implemented in partnership with three business incubators, was a 
tremendous success, receiving hundreds of applications. A total of 36 women-
led businesses were provided incubation and acceleration services, of which 
15 recieved grants and investment of around PKR 64 million. Of these, 11 were 
from Balochistan. This experience demonstrated the huge demand and need 
for such a programme. As a result, Karandaaz is planning to run this every year 
to support Pakistan’s women entrepreneurs and to demonstrate the business 
case of investing in and financing women-led businesses. 



KARANDAAZ ANNUAL REPORT 2017-2018 19

This year, we also scaled up our investments portfolio, growing it from PKR 3.0 billion in 2016-17 to 
almost PKR 6.4 billion over the last year. We invested PKR 3.9 billion towards microfinance through 
the Pakistan Microfinance Investment Company (PMIC) and PKR 2.4 billion towards SME finance 
through our direct and wholesale investments. Our investments financed around 583,000 micro 
enterprises and nearly 650 SMEs across Pakistan, supporting 419,000 jobs in the microenterprise 
segment and 11,000 jobs in the SME segment. The investment team also closed two equity deals, 
supporting enterprises in the health and agriculture sectors that will generate social as well as 
financial returns for the company.

We also expanded our digital finance portfolio. Karandaaz is aiding the establishment of a Micro 
Payments Gateway (MPG) in Pakistan, with the objective of reducing the costs for digital financial 
transactions, thereby improving the ability of the poor to use these services. Additionally, Karandaaz 
provided support to several government entities in their digitization efforts, including Pakistan Post, 
Central Directorate of National Savings (CDNS), the National Bank of Pakistan (NBP) and the Punjab 
Agricultural Department. Karandaaz has also been an active member of the National Financial 
Inclusion Strategy (NFIS) working groups and the government’s E-Commerce Policy Board.

In the effort to enrich the knowledge base of the financial industry and enable evidence-based 
decision making, Karandaaz has initiated several studies including Segmenting and Profiling of 
Graduated Microfinance Clients, Market Analysis of Medical Diagnostic Equipment, and Builder 
Financing Options. Karandaaz is also developing a data portal that will become to the go-to place 
for financial inclusion statistics of Pakistan. All knowledge products developed by Karandaaz are 
available to the public, contributing to deepening the industry’s knowledge base. 

Our team remains small for the scale and scope of work that we do. The diversity of professional 
experience, gender and skills makes the Karandaaz team unique and innovative. I am proud to say 
that 40 percent of our total staff and 43 percent of top management, respectively, are women. The 
year was an important one from the perspective of governance and funding. We expanded our 
Board, adding three distinguished new members. Their rich expertise will add tremendous value 
to our work. We also successfully secured scale up funding from UK’s Department for International 
Development (DFID) after a strategic review. This injection will allow our interventions to have a 
bigger impact in addition to helping us achieve sustainability in the long term.   

To close, I want to extend gratitude to our sponsors, DFID and the Bill and Melinda Gates Foundation 
(BMGF) for not only their financial support but also the global knowledge and expertise they bring to 
the table. I would also like to thank the Karandaaz Board which generously continues to volunteer 
its time and energies. Their steer has been critical in shaping the vision and direction of the company 
and I look forward to working with them in the coming years. I would especially like to pay tribute to 
our outgoing Chairman, Dr. Ishrat Husain whose wisdom proved invaluable for me personally and 
for Karandaaz’s institutional growth over the last four years.  We wish him the best for his new role 
with the Government of Pakistan. 

Ali Sarfraz
CEO, Karandaaz Pakistan 
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Karandaaz Pakistan is a section 42 not-for-profit company registered with the Securities and 
Exchange Commission of Pakistan (SECP) set up in 2014 to promote access to finance for small 
businesses through commercially directed investments and financial inclusion of individuals.  

Karandaaz works with a wide range of market-based institutions across Pakistan to achieve its 
objective of inclusive economic growth, job creation and rising incomes. Our approach seeks to 
harness the power of markets and the private sector to increase access to finance for SMEs and the 
financially excluded segments of the population. Our activities are organised into four work streams. 

KARANDAAZ
CAPITAL

KARANDAAZ
INNOVATION

KARANDAAZ
DIGITAL

KNOWLEDGE
MANAGEMENT AND
COMMUNICATIONS
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What We Do – A Closer Look
Financial inclusion is an important driver of economic growth and development. Evidence from 
around the world shows that access to appropriate and affordable financial services helps households 
increase incomes, manage risks and emergencies and escape poverty. Finance is the backbone of 
businesses, especially micro, small and medium enterprises (MSMEs), and is a key determinant of 
enterprise growth.  Pakistan lags behind its peer countries not only in terms of financial inclusion of 
individuals, but businesses as well. Only 21 percent of the population uses formal financial services, 
with large gaps in terms of gender, geography and income segments3. Similarly, access to finance 
is limited for MSMEs, which are considered key drivers of job creation and economic growth in 
any emerging economy. MSMEs, in Pakistan, largely depend on informal and personal sources for 
their financial needs. This not only limits the growth of these MSMEs, but also results in financial 
uncertainty. 

Karandaaz promotes access to finance for MSMEs through a commercially directed investment 
platform and financial inclusion for individuals by employing technology enabled solutions. Our 
thematic areas of intervention include: catalyzing finance for MSMEs through working with private 
sector, promoting financial inclusion of individuals through leveraging technology, fostering 
innovation and entrepreneurship, and enabling evidence-based decision making across the financial 
ecosystem by providing insights and data analytics.

What is Financial Inclusion?
Financial inclusion is the provision of affordable, accessible and relevant financial products to 
individuals and businesses that had previously not been able to access these products.

Why should we care about financial inclusion?
 ▪ Enables growth of businesses and lead to job creation
 ▪ Enables people smooth household income and manage risks
 ▪ Enables people to save for life cycle events (such as weddings, funerals, children’s education)
 ▪ To achieve our potential as an economy by improving the depth and breadth of the financial  

 sector

Who is included?4

In Pakistan:
 ▪ Only 21 percent of the population uses formal financial services
 ▪ A mere 7 percent of women have bank accounts
 ▪ Only 6 percent MSMEs use banks to finance their business needs 
 ▪ Insurance coverage is estimated at 7 percent
 ▪ An estimated 7 percent of adults receive a public sector pension

Why are some people and businesses excluded?
 ▪ They lack a credit history
 ▪ They cannot meet documentation requirements of financial service providers
 ▪ They are located too far from financial institutions 
 ▪ They cannot afford the products and services being offered 

3 World Bank. FINDEX 2017.
4 National Financial Inclusion Strategy, State Bank of Pakistan, 2014
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Catalysing Access to Finance for MSMEs   
MSMEs play a major role in creating jobs, generating income, and fostering economic growth 
and social stability5. In emerging economies, Small and Medium Enterprises (SMEs) contribute up 
to 60 percent of total employment and 40 percent of Gross Domestic Product (GDP)6. Access to 
finance is a critical determinant of whether firms and businesses can reach their full potential and 
contribute to greater economic growth. Majority of MSMEs in Pakistan lack access to appropriate 
and affordable formal financial services, despite the fact that MSMEs have a significant impact on 
jobs and standard of living. SME share of private sector credit in Pakistan is low compared to its 
peers, and despite a recent uptick, stands at 8.7 percent currently.7 Similarly, estimates suggest that 
the microfinance market penetration is 31.5 percent as of June 2018, with only 6.4 million clients 
accessing microfinance services out of potential market of 20.5 million8.

Karandaaz Capital seeks to improve access to finance for MSMEs, catalyse their growth, stimulate job 
creation and improve market responsiveness towards their financing needs. It invests in developing, 
testing and implementing commercially viable financial products through our partner financial 
institutions as well as direct investments. It currently operates three investment strategies - direct 
investments in SMEs (by participating through various financial instruments), wholesale investments 
with partner financial institutions (through structured finance) and strategic investments (equity 
participation in financial institutions missing in the country’s financial architecture), all aimed at 
supporting and transforming the MSME finance ecosystem of Pakistan.

5 SME Banking.” International Finance Corporation (IFC). Accessed June 6, 2017. http://www.ifc.org/wps/wcm/connect/Industry_EXT_Con
tent/IFC_External_Corporate_Site/Industries/Financial Markets/MSME Finance/SME Banking/ .

6 World Bank. Accessed on September 14, 2018. https://www.worldbank.org/en/topic/smefinance
7 State Bank of Pakistan. SME Finance Quarterly Review. December 2017.
8 Pakistan Microfinance Network. MicroWatch. Issue 48. Q2 2018.
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Wholesale Investments

Capital is deployed through specific product-programmes 
with a wide range of partners such as financial institutions, 
listed corporations or Special Purpose Vehicles (SPVs).  

We focus on clusters and segments of MSMEs where access 
to finance can contribute to growth and job creation. 

Strategic Investments

These investments seek to support strategic platforms i.e. 
entities that are essential for unlocking enabling investments 
in the underlying sectors. 

These strategic investments are only made if they are 
essential for Pakistan’s financial architecture and if 
commercial, public or development capital is either not 
available or partially available, for setting up such entities.

Direct Investments

Direct investments are used to deploy growth capital in small 
and medium enterprises (SMEs) which have the potential for 
significant growth and employment generation, in addition 
to providing risk-adjusted financial returns for Karandaaz.
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Promoting Financial Inclusion through Technology
The percentage of financially included population in Pakistan is estimated to be 21.3 percent, much 
lower than regional peers such as India (at 79.8 percent), Bangladesh (at 50.0 percent) and Sri Lanka 
(at 73.6 percent)9. With about 15,000 brick-and mortar bank branches across Pakistan and only 
14,000 ATMs, reliance on conventional modes of financial service delivery will make it difficult to 
achieve universal financial access in the near future for the 207 million people of this country10.  
However, the rapid penetration of mobile phones and internet offers an opportunity to countries 
like Pakistan to accelerate financial inclusion of excluded segments, especially the rural and low 
income segments.  

Karandaaz supports the digital finance ecosystem of Pakistan through investing in transforming 
financial infrastructure, enabling the digitization large public sector organisations and projects, 
cultivating innovation and influencing policy. Our work on digital financial services is undertaken 
through four workstreams:

9 World Bank. FINDEX 2017.
10 State Bank of Pakistan. Payments Systems Review. Q3-2017-18.
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National Payment Infrastructure
Engagement  with public sector organisations to 
digitize government payments and improve the 
national payments system, enabling unbanked 
populations to digitally transfer small amounts 
and bringing them into the ambit of the formal 
economy.

Innovation and Incubation

Partnerships with private sector players, such 
as telecom companies, financial institutions 
and fintech start-ups to develop and test 
digital payment solutions that focus on new 
customers who lack access to appropriate 
financial products and services.

Policy and Regulation
Promotion of an enabling environment for 
digital financial services in Pakistan with 
respect to critical regulatory gaps, challenges 
and barriers. 

Research and Data Analytics

Inform the development of the digital financial 
ecosystem through research and knowledge 
creation, which can be useful for a range of 
industry stakeholders.
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Fostering Innovation and
Entrepreneurship
The financial market in Pakistan currently lacks 
sufficient depth in terms of variety of institutions and 
instruments that can cater to the needs of MSMEs. 
Commercial banks remain risk averse, reluctant to test 
new products and segments. On the other hand, non-
bank financial institutions have high cost of capital and 
limited market presence to experiment new products 
and segments. Although the SBP has recently taken 
policy measures to promote the access to finance 
for MSMEs, access to finance, market and networks 
and business development services (BDS) remain a 
challenge for most MSMEs in Pakistan, especially for 
young entrepreneurs and women-led businesses, 
limiting their growth and opportunities. There is thus 
a critical need to innovate and experiment so that the 
financial market can expand its reach to the financially 
excluded.
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Karandaaz’s Innovation Challenge Fund (ICF) is designed to bridge this market gap. The fund is 
especially focused on addressing barriers faced by SMEs, women and youth in accessing appropriate 
financial services and participating in the economy. It runs two types of challenge rounds, one that 
targets broader problems in the financial ecosystem and the other that focuses on supporting 
women’s entrepreneurship in the country.

Innovation Challenge

The Innovation Challenges aim to generate 
innovative yet practicable solutions for solving 
complex problems in the areas of financial 
inclusion and entrepreneurship. 

Women Entrepreneurship Challenge

Aimed at addressing the gender gap in access to 
finance for SMEs, the Women Entrepreneurship 
Challenge provides patient risk capital and 
business development support to women-
led businesses selected through a competitive 
process.
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Developing Insights to Promote Financial Inclusion
The increased focus on evidence-based decision making and the global surge in availability of data, 
research and analytics has led to enhanced importance in policy development, strategic planning 
and programme design. The development of the financial inclusion space in Pakistan requires 
knowledge of international successes and lessons as well as local, sector based research that can 
aid in the identification and development of innovative interventions in SME finance. Karandaaz, 
therefore, develops insights to advance financial inclusion in Pakistan through primary and 
secondary research, data analytics and knowledge management. These insights are disseminated 
through various platforms to stakeholders in the financial inclusion space locally and internationally.

Research

Karandaaz disseminates insights on SME finance and digital 
finance to aid evidence-based decision making by the 
Karandaaz Capital and Digital teams as well as the wider 
financial industry. 

Blogs

Karandaaz blog serves as a platform for new ideas to surface 
and acts as a space for discussion on key developments in 
the sector.

Data Portal

With the objective of serving as a one stop tool for all financial 
inclusion data in Pakistan, the portal collates information 
from various sources and allows interplay of statistics to 
inform the stakeholders of the financial inclusion industry 
in Pakistan.

Library

Karandaaz maintains an active virtual library which collates 
research reports and presentations on financial inclusion 
from various local and international sources.
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In its third year of operations, Karandaaz continued to successfully expand its footprint in the 
financial inclusion ecosystem of Pakistan. The Karandaaz Board of Directors is glad to present the 
Director’s report for the year 2017-2018. 

During the year, Karandaaz substantially enhanced its portfolio of MSME finance. We significantly 
up-scaled our funding towards the micro as well as SME sectors, enabled by an increase in funding 
commitment from the DFID. 

As a result, more than 650 SMEs have been financed, supporting around 11,000 jobs. Similarly, 
almost 583,000 micro enterprises were supported through Karandaaz’s investment in the PMIC, 
translating into more than 400,000 jobs supported.

Karandaaz also initiated several important interventions, including the development of a Micro 
Payment Gateway (MPG), drafting Digital Banking Regulations with the SBP, and aiding the 
digitization of the Central Directorate of National Savings (CDNS), Pakistan Post and the National 
Bank of Pakistan (NBP). Karandaaz also increased its focus on innovation and entrepreneurship by 
initiating a new work stream, Karandaaz Innovation. This led to the institutionalization of Karandaaz’s 
Innovation Challenge Fund and the launch of the company’s first Women Entrepreneurship Challenge 
(WEC). Over the last year, Karandaaz has also strengthened its Monitoring, Evaluation and Learning 
(MEL) function, providing continuous support to the core teams. Karandaaz continued to perform 
efficiently on value for money (VfM) throughout its operations. A VfM framework was designed and 
approved by the Board during this year. 

This annual report captures key activities within each work stream, including Karandaaz Capital, 
Karandaaz Digital, Karandaaz Innovation and Knowledge Management and Communications as well 
as developments in the corporate governance and management structure of the organisation. The 
report also discusses the challenges and future outlook for the company and includes the audited 
financial statements for the year ended 30th June, 2018. 
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Karandaaz Capital
Karandaaz Board approved the company’s Investment Policy during the year. The policy 
envisions that Karandaaz will invest through a broad spectrum of instruments while keeping in 
view its development objectives. Karandaaz Capital, therefore, supports market development 
of MSME finance by investing in MSMEs in sectors which face capital constraint but have high 
propensity to support jobs and/or have high growth potential. Similarly, the Karandaaz Capital 
function develops and demonstrates profitable and sustainable investment models and product 
programmes which can be replicated and scaled up by private commercial investors and which 
can mobilize private and development capital.  

Karandaaz Capital’s portfolio is classified into direct investments, wholesale investments and 
strategic investments.
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Direct Investments 

The focus of direct investments is on deploying growth capital in SMEs with the potential for profitable 
growth and employment generation, in addition to generating risk-adjusted financial returns for 
Karandaaz. Two direct investment deals were executed during 2017-2018: 

HAC Agriculture Controlled Atmosphere Warehouse: This is a greenfield project which will set 
up the first state-of-the-art controlled atmosphere warehouse in Punjab. The warehouse will ensure 
availability of off-season fruits and vegetables with same freshness and quality as those of in-season.  
The investment is expected to create 156 new jobs, improve efficiencies in the agriculture value 
chain and drive innovation in the agriculture sector in the country.  

Excel Labs: Excel Labs is a growing chain of laboratory and diagnostic services providers in Pakistan. 
Present at more than 60 locations across Punjab, Khyber Pakhtunkhwa and Azad Jammu & Kashmir, 
its Excel Labs offer 727 types of tests. Given that a significant percentage of the population still 
does not have access to diagnostic services, Karandaaz’s investment will be used by Excel Labs for 
expansion of its current operations. This growth is expected to support 735 new jobs of which 183 
will be for women. 

Wholesale Investments

Under its Wholesale Investment portfolio, Karandaaz deploys capital through specific product 
programmes with a wide range of partners including financial institutions, corporates or SPV’s. 
Karandaaz provides different facilities to partners for onward lending to SMEs. Karandaaz also 
develops programmes for targeting different clusters and segments of SMEs through various pilots. 
Its current active partnerships include:

Partnership with Orix Leasing Pakistan (OLP), focused on small business financing: Karandaaz 
provided a small business finance facility of PKR 700 million to OLP to increase access to finance 
for small enterprises. ORIX will use this facility to on-lend and grow the share of loans to small 
enterprises in its portfolio. The facility is expected to benefit over 160 small businesses, supporting 
approximately 850 jobs.

Partnership with Bank Alfalah Limited (BAFL): Karandaaz and BAFL have committed PKR 791 
million and PKR 2.3 billion respectively to scale up five SME product programmes designed jointly. 
These include supply chain finance, commercial fleet finance, POS merchant finance, telco franchise 
finance and dairy supplier finance.

Partnership with Meezan Bank Limited (MBL): Karandaaz and MBL have committed PKR 1.2 billion 
and PKR 4.9 billion respectively to finance vendors and distributors of partner corporates. Under the 
programme, MBL is seeking to provide term and working capital finance through cash flow based 
product programme (lower collateral thresholds) with efficient loan processing timelines. Corporate 
partners include Atlas Honda Limited, Pak Suzuki Motor Company Limited, Millat Tractors Limited, 
Engro Fertilizer Limited, Unilever Pakistan, Al Ghazi Tractors Limited, and Reckitt Benckiser (RB).
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Agreement Signing Ceremony in PMIC, Jan 2018, Islamabad.

Strategic Investments

Strategic Investments are aimed at establishing and/or financing meso level entities that are 
essential for unlocking enabling investments in the underlying sectors. Such investments align 
with Karandaaz’s mission through development of a market for MSME financing. These strategic 
investments are only made if they are essential for Pakistan’s financial architecture and where 
commercial, public or development capital is either not available or partially available for setting up 
such entities.

Pakistan Microfinance Investment Company (PMIC): Karandaaz executed a ‘sub-ordinated 
debt’ agreement worth PKR 3.4 billion with PMIC with the objective of piloting and upscaling 
microenterprise lending. The loan will allow PMIC to expand wholesale lending into new sectors and 
microfinance plus initiatives, enabling it to provide larger and longer tenure credit lines for MFIs and 
enhance the capitalization of PMIC, allowing it to raise more debt at a better price. The loan will also 
enable access to financial services to more than 800,000 micro entrepreneurs by next year.
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Karandaaz Digital
Karandaaz Digital aims to catalyse the financial services industry towards greater financial inclusion 
by employing cutting-edge innovations and digital solutions for social impact, with a particular 
focus on access to digital finance for women, low-income, rural, and otherwise excluded population 
segments. During the year 2017-18, Karandaaz Digital formalised major engagements with a wide 
range of public and private sector stakeholders in the financial services ecosystem and increased 
interventions within its four thematic areas.  
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National Payment Infrastructure 

Establishment of the Micro Payments Gateway (MPG)
The development of the MPG has been initiated in partnership with the SBP for the creation of a low-
cost national payments infrastructure in line with LevelOne Project principles11. This will significantly 
reduce the cost barriers to reaching the poor with financial services through interoperability 
between accounts, including branchless banking. By undertaking this foundational work, we intend 
to pave the way for more robust commercial efforts to serve the poor and thereby help to create an 
economy that benefits everyone. Karandaaz is working with the SBP, key infrastructure players, and 
other stakeholders for the implementation of MPG.

Innovation and Incubation

As part of this work stream, we aim to support the development, pilot-testing, and/or roll-out of 
innovations that expand access to digital financial services by partnering with commercial providers 
and government departments. The work with government departments focuses on driving 
government payments on to digital platforms for increasing transparency, reducing leakages and 
expanding the usage of digital transaction accounts. With commercial providers, Karandaaz partners 
with Finetechs to engage in experiments and provide seed funding.

Strategy for Payments Digitization for National Bank of Pakistan (NBP): Karandaaz provided 
technical support to NBP in the development of a comprehensive digital strategy to digitize its 
government payment, including Government to Person (G2P) and Person to Government (P2G) 
flows to enhance efficiency and convenience for both the bank and its customers. The partnership 
presents an opportunity to digitize government payments amounting to approximately PKR 5 trillion 
annually and to bring 14 million unbanked customers into the fold of the formal financial sector.

In Phase 2, recognizing the need for an API-based approach in digitizing government payments and 
collections, Karandaaz extended its partnership with NBP, investing in the implementation of an API 
platform and developing and integrating five use cases on the platform. The project team initiated 
development of the first sprint of two use cases – KP Public Services Commission and Akhuwat 
which was completed in March 2018 and integrated on a live platform in May 2018. In the second 
sprint, three more use cases – Bureau of Emigration and Overseas Employment (BEOE), Passport 
Payments, and Pakistan Revenue Automation Ltd. (PRAL) were developed and integrated on a live 
platform. 

Digitization of Central Directorate of National Saving (CDNS): Karandaaz partnered with CDNS 
for banking platform digitization, including digitization of data, products and channels, a mobile 
application and an online portal, and integration with branchless banking players for seamless and 
convenient delivery to customers. Pursuing these objectives, Karandaaz developed the IT strategy 
and information security strategy for CDNS and provided technical assistance for the implementation 
of the digitization project. This project presents the opportunity to reach the 7.7 million customer 
base of CDNS.

Punjab Agriculture e-Credit Scheme: The Punjab government has launched a multi-faceted, 
five-year agricultural intervention aimed at digital and financial inclusion of farmers called the 
Kissan Package (Farmer’s Package). Karandaaz is facilitating the Punjab government in the design 
of the overall farmer’s registration and payments process flow and in the development of digital 

11 LevelOne Project is a model developed by Bill & Melinda Gates Foundation for a country-level digital financial services system designed    
    to bring the poor into the formal economy. https://leveloneproject.org/



KARANDAAZ ANNUAL REPORT 2017-2018 39

applications that are given to farmers on their smartphones. Karandaaz is also providing operational 
support, working on strategy development and institutionalisation of the programme and a gap 
analysis study.

Our engagement with Punjab Agricultural Department has created impact in the short term by 
simplifying the on-boarding process of over 429,915 farmers and streamlining the disbursement 
of loans to 143,210 farmers where 93% of these farmers were new to bank. As of June 2018, over 
69,000 mobile wallets were opened and PKR 12.0 million were disbursed via mobile wallets into 
farmers’ accounts. 

Pakistan Post Financial Services Money Order Digital Strategy: Karandaaz provided technical 
assistance to Pakistan Post in building a road map for digitization of its money order service, enabling 
the shift of the present money order service to a digital platform. The digitization of the existing 
platform will help Pakistan Post in providing efficient, transparent and convenient services to its 
customers. 

Fintech Disrupt Challenge (FDC) Rounds: After the success of the first two rounds of the FDC, 
through which Karandaaz supported 7 fintech start-ups and awarded grants of up to USD 100,000, 
Karandaaz launched a subsequent round in April 2018. Incorporating learnings from the previous 
rounds, Karandaaz ran a four month acceleration programme for fintechs to develop a pipeline of 
quality start-ups with improved ideas. Karandaaz signed agreements with two accelerators including 
Fintech Factory and National Incubation Center (NIC) Lahore. 

To reach a larger audience of applicants, road shows were also held in five major cities leading 
to surge in the number of applications compared to previous rounds. The selection process of 
applicants was undertaken by Fintech Factory and NIC Lahore and the acceleration programme is 
underway. Applicants will pitch their ideas to a panel of judges from Karandaaz once the acceleration 
programme ends. 

Value Chain Payments Digitization for Punjab Beverages Company (PBC): Under this project, 
Karandaaz has developed and implemented a payments solution for PBC merchants, allowing them 
to purchase stock from their distributors through a cashless push transaction. A digital disbursement 
system for incentive payments was also developed. By June 2018, 4335 merchants were activated on 
the digital channel and over PKR 12 million were disbursed as incentives. 

JazzCash Mobile Application Development and Consumer Awareness: Karandaaz supported 
JazzCash in the development of a smartphone application based on Human Centered Design (HCD) 
principles. The project aims to build awareness, trust and acceptance for DFS adoption by offering 
various incentives to customers and agents as well as conducting below the line (BTL) awareness 
campaign for excluded populations. The application was launched in May 2018 and active users 
reported till June 2018 were 196,000.

FINCA Roaming SIMSIM Agent (RSA) Experiment: A pilot project was launched with FINCA 
Microfinance Bank for mobilizing economically active women in peri-urban/rural areas in the use 
of digital financial services through Roaming Female SIMSIM facilitators. The project will focus on 
need-based use cases to support women communities, with the objective of financially empowering 
women and creating opportunities for their economic prosperity.
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Policy and Regulation

We continue to collaborate with national regulators and provide support for working towards the 
objective of creating an enabling regulatory environment for financial inclusion. For this objective, 
Karandaaz is working with the following stakeholders:

State Bank of Pakistan (SBP): Karandaaz is assisting the SBP in developing a framework for Digital 
Banking Regulations (DBR) in Pakistan with the objective of outlining global best practices and 
implementing them in the local context.

Pakistan Telecommunication Authority (PTA): Karandaaz is actively engaged with PTA through 
various platforms (workshops, conferences etc.) and consultative meetings. As a result of this 
continuous engagement, PTA highlighted Karandaaz’s efforts in a new chapter titled “Digital Financial 
Inclusion and Mobile Banking” in PTA’s Annual Report 2016-17, in which Karandaaz’s initiatives for 
Digital Financial Services have been acknowledged. 

National Financial Inclusion Strategy (NFIS) Working Groups: Karandaaz continued its 
engagement with key stakeholders including SBP, PTA, Securities Exchange Commission Pakistan 
(SECP) and Digital Financial Service Providers (DFSPs) through participation in the NFIS working 
groups. Karandaaz attended the joint meetings of the working groups on Digital Financial Services & 
Payment Systems and Digitizing of G2P & P2G Payments, formed as part of the NFIS. 

Policy Briefs: In the effort to inform decision making by regulators, Karandaaz also focuses on 
developing Policy Briefs. In 2017 - 18, one Policy Brief was finalised which focuses on identifying 
regulatory barriers and highlighting opportunities to stakeholders for policy reform in adoption 
and usage of digital financial services in Pakistan. Two more policy briefs, focusing on merchant 
onboarding and effective onboarding and management of Cash in Cash Out (CICO) agents are in 
process. 

Research and Data Analytics

The Karandaaz Digital team has been actively undertaking research studies that are intended to aid 
stakeholders in more informed decision making.

Retail Merchant Payments Study: Merchant payments have been identified as a key payment use 
case of MPG project that will drive uptake of digital payments by all segments of the population and 
accelerate financial inclusion. Karandaaz has initiated a research study with the aim of understanding 
the factors that are hindering the uptake of digital solutions for retail payments in Pakistan. This 
study will undertake a detailed segmentation exercise of the merchants and develop insights to 
understand the underlying issues of these segments related to financial inclusion. 

Customer Segmentation Framework Project: As part of a global customer segmentation 
framework, this study was conducted in various countries including Kenya, Tanzania, Uganda, 
Myanmar, and Pakistan. The objective is to fill the knowledge gaps in the market for the delivery of 
more engaging and relevant customer experiences and the development of more appealing and 
relevant products. The study develops a nuanced framework for analysis and action in designing 
and delivering digital financial products based on people’s attitudes, behaviors, experiences, and 
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preferences for money and technology. Through this research an in-depth understanding of women 
as a customer segment has also been developed which will allow market players to address the 
gender gap in financial inclusion.  

Research Projects in Collaboration with Information Technology University (ITU): Karandaaz 
is working in collaboration with the ITU Punjab to undertake research aimed at informing and 
augmenting the current initiatives of Karandaaz. These projects are intended to enable financial 
institutions to develop and design better digital products, especially for women. Topics on which 
research is being conducted include Digital ROSCA, Financial Needs of Women Micro Entrepreneurs, 
and Analysis of DFS Related Fraudulent and Spam SMS in Pakistan. The Digital ROSCA project will 
identify the existence of demand for a digital ROSCA and will make recommendations on potential 
product prototypes. The project on women micro entrepreneurs will determine design opportunities 
for a DFS-based system for business and personal financial use of micro entrepreneurs, whereas the 
third project is aimed at resolving issues of SMS frauds within DFS in Pakistan. 
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Karandaaz Innovation
New thinking and approaches are imperative if we are to accelerate our progress towards universal 
financial access in Pakistan. Challenge funds have become a popular tool to overcome the systemic 
lack of capital in many developing markets and enhance innovation. Karandaaz Innovation strives 
to surface fresh ideas and pilots that address complex bottlenecks in the SME finance space.  
Similarly, ICF also specialises in promoting women entrepreneurship through its annual Women 
Entrepreneurship Challenges (WEC). 

Innovation Challenge Fund

So far two thematic rounds of the ICF have been launched and significant progress was made on 
projects funded through this window. The first round focused on improving the formal financial 
services in the area of international remittances whereas the second focused on testing innovative 
risk assessment tools in SME finance.  

International Remittances: 
Karandaaz’s first ICF round focused on innovative solutions to improve the current international 
remittance products and services available to overseas Pakistanis. It was designed in consultation 
with the Pakistan Remittance Initiative (PRI) of the SBP to improve the cost, speed, safety and 
convenience of sending money to Pakistan. Two partners have been funded under this round i.e. 
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Telenor Bank and JS Bank. Both partners are using Karandaaz funds to convert their over the counter 
(OTC) and informal channel customers towards mobile wallets. Karandaaz support is helping them 
develop the technological architecture to integrate with international partners as well as market this 
service to remittance senders and receivers. 

Innovative Credit Scoring of SMEs: 
Lack of appropriate credit risk assessment models is often cited as a bottleneck for lending to SMEs 
in Pakistan. Banks largely rely on collateral based and corporate style approaches to assess credit 
worthiness of SMEs, making it costly to acquire, underwrite and finance these enterprises. Through 
this challenge round, Karandaaz aims to provide funding to test innovative credit appraisal/risk 
scoring methodologies that break away from the conventional, collateral-based models. Karandaaz 
invited financial institutions, data-analytic firms, rating agencies and other innovators to come up 
with new models that use alternative types of data to assess credit risk of small enterprises. More 
than 30 applicants participated in this challenge and two grants are expected to be disbursed under 
this round of ICF. 

Women Entrepreneurship Challenge

Karandaaz launched its first Women Entrepreneurship Challenge (WEC) in 2017, which focused on 
improving access to finance for women-led businesses in Pakistan. Karandaaz invited incubators 
and accelerators to create a programme customized to the needs of women entrepreneurs. 
Graduates of the programme were eligible to compete for investment from Karandaaz. Three 
partner incubators were selected through a competitive process, including Invest2Innovate and 
a consortium of Lahore University of Management Sciences (LUMS) and Balochistan University of 
Information Technology, Engineering and Management Sciences (BUITEMS). Funding was provided to 
15 businesses that completed the incubation cycle, with 11 receiving small milestone-based grants 
and 4 receiving patient risk capital from Karandaaz. 

The success of WEC 2017 demonstrated the latent demand for such programmes in the country. As a 
result, Karandaaz launched its next round of the Challenge - WEC 2018 – towards the end of the year. 
Using learnings from the first round, Karandaaz pivoted the design of WEC 2018 by directly sourcing 
applications from around the country and focusing on more established women-led businesses 
that have an operating history and are looking for growth capital. Karandaaz will select businesses 
through a competitive process and provide them customized business development support as well 
as an opportunity to raise investment from Karandaaz.  
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Knowledge Management & Communications
Karandaaz Knowledge Management & Communication (KMC) works closely with internal and 
external stakeholders to develop evidence-based insights and solutions in an attempt to influence 
market change.

Knowledge Management

The Knowledge Management department has conducted several research studies related to both 
the Karandaaz Capital and Karandaaz Digital work streams. The following have been initiated over 
the last year.  

1. Segmenting and Profiling of Graduated Microfinance Clients: The study involves an 
assessment of clients ready to graduate to loans in excess of PKR 1.0 million in the SME triangle 
of Sialkot, Gujranwala and Gujrat. The objective is to facilitate commercial banks to extend 
financing to clients graduating from the micro enterprise segment into the small enterprise 
segment. 

2. Karandaaz Data Portal: The knowledge management team is developing an interactive data 
portal, aggregating financial and economic data for Pakistan from multiple publicly available 
sources. The objective of this portal will be to provide stakeholders of the financial inclusion 
industry, including policy makers, private sector and public sector institutions, a wide range 
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of quantitative data which can be layered and customized to meet their respective analytical 
needs. It will consolidate data on the economy, supply and demand of financial services, and 
other socio-economic indicators in one place in easy to use formats. 

3. Market Analysis of Medical Diagnostic Equipment and Devices and Need for Financing:  
Karandaaz is undertaking research on the ‘need for formal financing of medical and diagnostic 
equipment in clinical laboratories and diagnostic facilities’ that fall into the SME category.  The 
overarching aim of this study is to provide financial institutions with insights into this business 
segment that can enable them to design new financial products or tailor existing ones such that 
they are more responsive to the demand and are closely aligned with the financing requirements 
of this segment.

4. Report on Builder Financing Options: The study is aimed at enabling the development of 
alternative products to improve and expand the stock of housing (especially low-income housing) 
available in the country by designing builder financing products. 

5. Feasibility Study for SME Financing Platform: Karandaaz commissioned a study to conduct 
a feasibility analysis for setting up a commercially driven SPV that focuses on providing capital 
through various financial instruments to SMEs. 

Karandaaz Communications

Karandaaz Communication team expanded its communication and visibility efforts during the year 
2017-18. Karandaaz not only used its existing communication channels such as the website (www.
karandaaz.com.pk) and social media platforms (such as Facebook, Twitter, and LinkedIn) to reach 
maximum targeted audiences but also spread its outreach to other communication avenues press 
releases, human impact videos, direct briefings to journalists and live media at events etc. The 
website and social media platforms were also revamped to engage more users and improve user 
experience. 

During the reporting period, Karandaaz Communication also revised its content strategy and 
started designing focused campaigns on social and conventional media, activations, and radio, TV 
and print press to reach out to larger segments of stakeholders. These led to a wider and larger 
communications footprint for the organisation.

17 Press
Releases

547
Media 
Mentions

890 Twitter
Followers

26,589
Facebook
Followers

7748
LinkedIn
Followers
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Gender equality and women’s inclusion constitute an essential component of Karandaaz’s 
institutional and strategic mandate. Therefore, Karandaaz strives to promote financial inclusion of 
the unbanked and underserved population, with a particular focus on women and youth.

Gender Policy

Karandaaz developed its Gender and Youth Policy during this year, which sets out the guidelines for 
successful inclusion of women and youth in all programmatic interventions and investments which 
are carried out by Karandaaz. The policy outlines guiding principles, including undertaking a gender 
analysis and designing interventions which respond to the needs and priorities of all, especially, 
women and youth. It advocates measures to support initiatives by intermediaries such as partner 
financial institutions, corporates, strategic platforms, incubators, accelerators and others that 
intentionally target women, young entrepreneurs and ensure diversity between women and youth 
groups. It is also focused on establishing partnerships and linkages of Karandaaz’s beneficiaries with 
organisations that address disadvantages and limitations experienced by youth and women. 
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Promoting Women Entrepreneurship 

The Karandaaz Women Entrepreneurship Challenge (WEC) has quickly emerged as a flagship 
programme for the organisation, which shows the keen interest and potential that women-led 
businesses have in Pakistan. Hundreds of entrepreneurs signed up for the first and the second round 
of WEC. Karandaaz will continue to support women’s economic participation and entrepreneurship 
through this programme in the coming years. 
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Women and Digital Financial Services

The digital team has articulated BMGF’s gender vision for Pakistan by aiming to increase active usage 
of digital transaction account of rural women to 15% by 2020. A DFS Women Financial Inclusion tool 
has been developed which identifies a gender transformational approach by focusing on product, 
pricing, channel, value addition and measurement as the key enablers to uptake of digital financial 
services by women. During the year, several interventions of Karandaaz included specific focus on 
inclusion of women. These are: 

 ▪ Karandaaz was involved in a collaborative project by Unilever and Jazz Cash’s, called ‘Guddi  
Baji’ project, in partnership with Women World Banking. Karandaaz advised on the project which 
seeks to expand the income network channel by providing these business owners the option of 
becoming JazzCash Agents. This is not only providing them an alternative income stream but also 
enabling the expansion of access to DFS for rural masses, particularly women. This pilot has been 
completed and will be scaled up going forward. 

 ▪ A multi country global segmentation study has been completed to help DFS practitioners design 
and deliver more digital financial products. The study has developed segments of the population 
based on low-income people’s attitudes, behaviors, experiences, and preferences for money and 
technology. For Pakistan, a deeper gender lens has been undertaken to ensure women segments 
are adequately identified, and resultantly appealing and relevant products and services are 
designed. 

 ▪ Karandaaz commissioned three gender-specific research projects that are intended to provide 
deeper insights into the behavioral patterns of women with regards to technology, namely:

 - Design of Digital ROSCA’s: for formal financial inclusion of the informal saving scheme typified 
by women clients in Pakistani culture.

 - Financial Needs of Women Micro Entrepreneurs: This will surface design opportunities of a 
DFS based system for business and personal financial use of women micro entrepreneurs.

 - Fraudulent and Spam SMS in Pakistan: Focusing on the G2P Social Safety Net (BISP) which only 
has women beneficiaries, the study will identify the extent of the fraud and provide solutions 
for overcoming this challenge. 

 ▪ An independent study was commissioned to Telenor on Bio-Metric Verification Based Cash 
Withdrawal to find solutions to the recurring problem of financial vulnerabilities in Benazir 
Income Support Program (BISP). The study deep dived to understand the beneficiary (women) 
perspective, and prototyped to ascertain how technology could be designed to cater to the low-
literate, low-income segments of the population.

 ▪ Karandaaz Pakistan launched a pilot project with FINCA Microfinance Bank for mobilising 
economically active women in peri-urban/rural areas in the use of DFS through Roaming 
Female SIMSIM facilitators. The project will focus on need-based use cases to support women 
communities, with the objective of financially empowering women and creating opportunities for 
economic prosperity.
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During the year, a total of sixteen long term staff positions were filled, including critical 
positions of Head of CIC and CIO, Head of ICF & MEL, DFS Insights & Analytics lead, Senior 
Associate Investment, Principal Credit, Senior Manager, Communications, Manager Knowledge 
Management, Manager Finance, Manager Procurement, and Manager Monitoring, Evaluation 
and Learning.

Similarly, a separate work stream for executing the Innovation Challenge Fund and 
Monitoring, Evaluation and Learning functions was set up and staffed. To further streamline 
and strengthen the capacity of Knowledge Management team, the Policy Lead position 
was rotated from Digital Financial Services Department to the Knowledge Management & 
Communications Team. 
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Karandaaz Annual Staff Retreat, April 2018



KARANDAAZ ANNUAL REPORT 2017-2018 51

Karandaaz Annual Staff Retreat, April 2018

%age of female new 
hires (7 out of 16)

Numerous initiatives were also taken in the year to enhance employee engagement including bi-
monthly Pulse Check Survey, Karandaaz team retreat, regular town hall sessions and celebration 
of special international events like Women’s Day. The anonymous Pulse Check survey aims to get 
regular feedback form Karandaaz team members on their engagement and satisfaction levels. 

Karandaaz strongly believes that a diverse and inclusive workforce brings in a set of experiences 
and perspectives that are essential ingredients to the growth and success of an organisation. This 
commitment is demonstrated by the fact that women constitute of 40 percent the Karandaaz team 
and 43 percent of the Management Committee.

To further strengthen the policy framework for attracting and retaining top talent, several 
amendments were approved by the Karandaaz Nominations and Human Resource (HR) Committee 
during the year, some of which include change in benefits structure for junior staff members and 
approval of a promotions policy for Karandaaz staff. 

During the year, a cloud based Human Resources Information System (HRIS) was also procured to 
increase efficiency and provide convenience to the staff members. The HRIS will enable automation 
of HR processes including employee benefits, performance management, trainings, travel and 
expense reimbursements. 

%age of Women as 
Karandaaz BoD Members

%age of Women
employees at
Karandaaz 

Top Management  
(ManCom) positions held by 

Women in Karandaaz staff

%age of Employees Reporting 
to a Female Manager

37.5%

43%

35%

40.5%

43.75%
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Karandaaz Pakistan has a well-defined corporate governance structure that ensures that the 
company pursues its vision and mission while keeping in accordance with principles of ethical 
business, applicable SECP and government regulations, and its sponsors’ development objectives. 
All Karandaaz board members are independent, except for the CEO who is an Executive Director.

During 2017-18, Karandaaz board reviewed its Memorandum and Articles of Association. As a result, 
the SECP approved revised Articles of Association leading to expansion of the Board of Directors 
with the addition of three new Directors, who joined in February 2018. 

Karandaaz developed a Risk Management framework and recieved approval of hiring a Head of 
Risk and Compliance from The Board. Additionally, several initiatives were undertaken to further 
strengthen the governance framework for Karandaaz, including approval of a Corporate Governance 
Action Plan, Annual Board Work Plan, Conflict of Interest policy for the board and approval of the 
first Self-Evaluation Framework for the board. A strategy session of the board and management 
was held for key Karandaaz stakeholders to come together, review progress to date, consolidate 
lessons learnt and pivot the organisation’s future direction. It was attended by members of the 
Karandaaz Board and technical committees, senior management team, and sponsors (DFID and 
BMGF). Outcomes of the strategy session were discussed in subsequent board meetings and work 
plans were adapted accordingly.

Karandaaz Board held one Annual General Meeting, one Extraordinary General Meeting (for approval 
of Sub-Ordinated Loan to PMIC) and five Board Meetings in addition to the board strategy session. 
 

Karandaaz Board
of Directors

Total number of BOD
Meetings held

Total number of Meetings 
Attended

Dr. Ishrat Husain (Chairman) 5 5

Mr. Shamim Ahmad Khan 5 4

Ms. Sadia Khan 5 5

Ms. Romana Abdullah 5 5

Mr. Khurram Zafar 5 5

Mr. Zakir Mehmood12 2 0

Mr. Almas Hyder13 2 2

Ms. Maha Bahau14 2 2

Mr. Ali Sarfraz (CEO & 
Executive Director)

5 5

12  Joined on February 23rd, 2018, 2 meetings held from February till June 
13   Joined on February 23rd, 2018, 2 meetings held from February till June
14  Joined on February 23rd 2018, 2 meetings held from February till June
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Nominations and Human Resource 
Committee - Meetings Held: 2

 ▪ Mr. Khurram Zafar - Director

 ▪ Ms. Sadia Khan - Director

 ▪ Ms. Maha Bahou - Director

With an expansion in the Board, Karandaaz Board reconstituted its committees during the year.  
Currently, there are two BOD committees, including:

DFS Advisory Committee - Meetings Held: 3

 ▪ Mr. Ali Sarfraz - CEO Karandaaz Pakistan

 ▪ Mr. Waqas ul Hasan - Senior Adviser DFID

 ▪ Mr. Rehan Akhtar - Director DFS

 ▪ Mr. Khurram Zafar - Director

 ▪ Ms. Syed Ali Mehmood - Programme Officer BMGF

 ▪ Ms. Maha Bahou - Director

Investment Committee - Meetings Held: 4

 ▪ Mr. Zakir Mahmood - Director

 ▪ Mr. Azmat Nawaz - Member Investment Committee

 ▪ Ms. Romana Abdullah - Director

 ▪ Mr. Ali Sarfraz- CEO Karandaaz Pakistan

 ▪ Mr. Navid Goyara - CIO Karandaaz Pakistan

Audit Committee - Meetings Held: 3

 ▪ Ms. Sadia Khan - Director

 ▪ Mr. Almas Hyder- Director

 ▪ Mr. Shamim Ahmed Khan - Director

In addition to the Board committees, Karandaaz also has the following advisory committees:
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By Ali Sarfraz

World Entrepreneurs Day' was observed across the world including Pakistan on August 21, 2018 
with an aim to raise awareness for entrepreneurship, innovation and leadership throughout 
the world. It celebrated the spirit of the individuals who transform promising ideas into thriving 
businesses through outstanding business acumen, commitment, drive and passion. Entrepreneurship 
matters because of its potential to create jobs, drive economic growth, spur innovation, and solve 
problems. Celebrating this day provides an opportunity for investors, regulators, governments, and 
entrepreneurs to think about the challenges that entrepreneurs, especially small scale businesses 
and start-ups face and collectively find solutions to these challenges. 

Pakistan has a promising entrepreneurial community that is attempting to leave its mark at the 
global level despite the odds. Yet we rank quite low on the Global Entrepreneurship Index - 126 
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out of 137 countries. Encouragingly, in recent years, the number of startups and other ecosystem 
players have expanded significantly. We are witnessing growth in not only the number of start-
ups but also an increase in business incubators and accelerators, investor interest, and business 
competitions as well as attention from the government. 

Investing in new businesses that seek to fulfill market gaps is vital for a country like Pakistan. 
These successful startups go on to shape the country's Small and Medium Enterprise (SME) sector 
that according to the Small and Medium Enterprises Development Authority (SMEDA), effectively 
contributes to nearly 40 percent of the country's annual GDP, make up for nearly 90 percent of all 
the enterprises in Pakistan and provide employment opportunities to about 80 percent of the non-
agricultural labor workforce. 

Pakistan's entrepreneurial landscape faces a plethora of issues that impede its growth. It is not easy 
to start a business in Pakistan. In fact, according to the World Bank, Pakistan's global ranking in 
terms of starting a business deteriorated in 2017, going to 141 compared to 135 in 2016. This means 
other countries are moving faster than us in enabling new businesses. A key challenge start-ups and 
small businesses face is the lack of access to finance which is crucial for growth. Loans to SMEs in 
Pakistan as per State Bank of Pakistan, for example, make up only 8.7% of total private sector credit 
which is much lower than peer countries. Additionally, such businesses face serious constraints in 
terms of infrastructural, technological and regulatory issues. 

There are two promising and scalable classes of entrepreneurs that Karandaaz Pakistan, set up by 
UK's Department for International Development, has incubated successfully - Women-led businesses 
and FinTechs. The challenges faced by women-led business are well known and are exacerbated by 
the unavailability of collateral to raise capital from the formal financial services market. 

The model developed by Karandaaz combines tailored business support services and capital to 
these businesses for growth. Karandaaz has, till date, invested PKR 64 million in over 15 women-
led businesses. This programme has supported entrepreneurs like Ms. Deedar Mengal, who runs 
her own embroidery and handicrafts business and hails from Wadh, Balochistan. Her business 
DOCH, after partnership with Karandaaz, is now eyeing to tap the international markets for Balochi 
handicrafts through online platforms.

The steep increase in the uptake of mobile broadband, on the one hand, and limitations of 
traditional financial services, on the other hand, provides a significant opportunity to FinTechs to 
address a sizeable market for financial services. Karandaaz Fintech Disrupt Challenge (FDC), funded 
by the Bill & Melinda Gates Foundation, has supported a steady stream of FinTechs dovetailing well 
into our core objective of promoting digital financial inclusion. Ricult Pakistan, one such partner 
FinTech of Karandaaz, is focused on changing the way farmers transact with various players in the 
value chain. Through Karandaaz investment of $100,000, Ricult is integrating a mobile-wallet into 
its platform, which will make disbursement of money to farmers' easier and faster. It has raised 
additional $1.85 million in seed funding, and is now targeting to raise Series A funding in 2019. 
From viable public-private partnerships to technical support and mentorship from international 
partners, the entrepreneurs need tailored advisory, linkages to academia and business support 
services for growing their businesses. In order to gain scale, entrepreneurs need different classes of 
capital that correspond to the maturity cycle of their businesses. Accordingly, the regulators have to 
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offer innovative licenses to entities that can mobilise finances from credit and capital markets using 
innovative models such as crowd funding. 
A consistent and favorable tax policy can spur the growth of venture capital and private equity 
market which is virtually non-existent in Pakistan. The regulators also need to provide safe space 
for digital innovation such as regulatory sandbox to FinTechs so that they can pilot their product or 
service without dependence and reliance on regulated financial institutions.

For a developing country like Pakistan, entrepreneurship is the key for a steady increase in the 
number of SMEs. SMEs are the engine of economic growth, impacting wellbeing of layman by 
generating revenue streams and support relatively more employment for marginalized population 
groups than large corporates. The sector is indispensable for supplementing Pakistan's economic 
vitality and poverty reduction and despite its centrality to the national economy, it has failed to 
attract ample policy attention that is required to exploit its full potential. 

As a follow-up to the World Entrepreneurs Day, the government and private players should pledge 
to enable the country's startups attain their full potential. It will not only strengthen the country's 
SME sector but enhance its contributions towards the national exchequer.
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15 First published on Karandaaz website in December 2017.
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By Sidra Butt and Imran Khan

Currently, Over the Counter (OTC) transactions in Pakistan account for just over half (52%) of 
Branchless Banking Transactions16  by value and less (42%) by volume. The vibrancy of OTC transactions 
could provide a stepping stone to mobile wallets. This, in turn, would enable the deepening of 
the digital financial ecosystem through advanced service offerings for saving, borrowing, and risk 
mitigation. Pakistan’s Financial Inclusion Strategy16 makes this bet, relying on growth of digital 
transactions accounts (DTA), that is, wallet accounts, as one of the four main ‘drivers’18 for financial 
inclusion, by enabling ‘access and use a range of quality payments, savings, credit, and insurance 
services which meet their needs with dignity and fairness’.19 This blog seeks to provide an overview 
of the progress (or lack thereof) that mobile money providers in Pakistan are making towards driving 
mobile wallet ownership and promoting advanced usage to contribute to greater financial inclusion 
in the country.

Strong Potential for Wallets – The Business Case

The recent introduction of regulations related to biometric verified OTC transactions20 has had 
both positive and negative impacts. Yet for service providers, the increased cost of providing OTC 
services presents an additional pain-point, among other existing challenges. Because of the large 
investment required21, providers are yet to provide BVS systems to over a third (38%) of agents. The 
rising costs of OTC also strengthen the business case for mobile wallets through cost savings on 
airtime distribution, greater customer loyalty, and lower commissions that result from increasingly 
self-initiated transactions.22 Of course, to generate substantial savings, providers must encourage 
their customers to register and entice significantly more wallet customers.

16   State Bank of Pakistan – Branchless Banking Newsletter – April to June 2017 – http://www.sbp.org.pk/publications/acd/2017/Branchless 
     Banking-Apr-Jun-2017.pdf
17  Pakistan Financial Inclusion Strategy http://www.sbp.org.pk/ACMFD/National-Financial-Inclusion-Strategy-Pakistan.pdf
18  As per Pakistan’s financial inclusion strategy, the four main drivers are: 1- Digital Transaction Accounts 2- Access Points, 3- Financial 
     service providers 4- Financial Capability.
19  https://www.afi-global.org/sites/default/files/publications/2017-07/FIS_GN_28_AW_digital.pdf
20   State Bank of Pakistan – Branchless Banking Regulations – July, 2016 – http://www.sbp.org.pk/bprd/2016/C9-Annx-A.pdf
21  A BVS Enabled Machine for OTC Transfers costs between PKR 10,000 – 15,000 (USD$ 95–142)
22  Mobile money profitability: A digital ecosystem to drive healthy margins – https://www.gsma.com/mobilefordevelopment/wp-content/
     uploads/2015/11/2014_Mobile-money-profitability-A-digital-ecosystem-to-drive-healthy-margins.pdf
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The Challenges

Remarkably low wallet penetration: 
To date, however, mobile money account ownership among Pakistanis remains very poor (0.6%), 
compared to wallet markets in East Africa (67% in Kenya, 53% in Tanzania, and 38% in Uganda). This 
is in spite of growing number of agents who offer wallet registrations (34% in 2017, up from 21% in 
2014). Although opportunities to register for a wallet account have been expanding, the ability or 
willingness of customers to sign up still lags. As a result, the proportion of Pakistani adults with a 
registered mobile wallet account grew just marginally over the past three years, from 0.4% in 2013 
to 0.6% in 2016.23  

Agent Capabilities:

Only one-third24 of agents currently offer wallet registration. While 46% of those who do not yet 
have this capacity want to offer this service, many lack the necessary permissions, whereas others 
are yet to receive the requisite training/education from the providers. In addition to a minority of 
agents who offer wallet signups, customer awareness and understanding of providers’ wallet service 
offerings hinder wallet uptake.

Customer Understanding:

Of the 60%25 of Pakistanis with at least some awareness of the different features of the wallet, only 
0.11% go on to register and use the wallet services. The top reason for not using mobile money was 
not seeing a need to use the service, followed by a lack of understanding of what the service is or 
how it can be used.

Even many existing OTC users who already use the services for person to person (P2P) transfers 
and/or utility bill payments gave contradictory reasons for not registering for wallet accounts. A 
third of OTC users (33%) felt that they have no need for a wallet account and 14% said they did not 
have enough funds for wallet accounts. In other words, a significant proportion of current OTC users 
believe that they do not need mobile wallets because they cannot identify any valuable use-cases 
for wallets. This is an especially serious concern for providers that seek to transition OTC users to 
wallets.

Agents also concur that the main reason26 for the slow growth in mobile wallet uptake and usage 
seems to be a lack of awareness among customers, who either do not see or know about the use-
cases and value propositions of wallets. This also explains why a significant proportion of registered 
accounts, about 52%27, are still inactive.

Further education on wallets and other value-added services such as utility and insurance payments 
is therefore required to improve customers’ understanding of the advantages that using a wallet 
offers, which would, in turn, lead to increased uptake and usage. Other pull-factors will also play 

23 Financial Inclusion Insights – Pakistan report 2016 – http://finclusion.org/uploads/file/Pakistan%20Wave%204%20Report%2019-July- 
    2017(1).pdf
24 Agent Network Accelerator 2017 – MicroSave-Helix – http://www.helix-institute.com/data-and-insights/agent-network-accelerator-re
    search-pakistan-country-report
25 Financial Inclusion Insights – Pakistan report 2016 – http://finclusion.org/uploads/file/Pakistan%20Wave%204%20Report%2019-July-
    2017(1).pdf
26 In terms of a Relative ranking of supply side reasons for low wallet registration (as perceived by all mobile money agents) – Agent 
    Network Accelerator 2017 – MicroSave-Helix – http://www.helix-institute.com/data-and-insights/agent-network-accelerator-research-pa
    kistan-country-report
27  State Bank of Pakistan – Branchless Banking Newsletter – April to June 2017 – http://www.sbp.org.pk/publications/acd/2017/Branchless
    Banking-Apr-Jun-2017.pdf
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a critical role in attracting new customers and driving the uptake of wallet accounts. These include 
services like Government to Person Payments (G2P), such as the Benazir Income Support Payments 
(BISP) and Business to Person (B2P) transfers by organisations like microfinance institutions (MFIs) 
and other bulk payments.

Driving Uptake and Usage

Proactive Agents
Only about 40% of agents educate their customers about wallets, of which only half (21%) offer 
wallet registration. However, the ANA Pakistan study showed that mobile money agents who do 
educate customers about wallet accounts conduct 18% more wallet registration transactions and 
significantly more wallet cash-in (31%) and more wallet cash-out transactions (22%), than those 
agents who do not educate. This has the effect of boosting their own business and customer wallet 
take-up.

Moreover, agents who receive induction training within the first three months of joining are 
significantly more likely to educate customers about wallets than those who did not receive training 
(45% as opposed to 36%, respectively). Providers should induct agents consistently, and highlight 
the value and business opportunities unlocked by educating current and potential customers on 
wallets and wallet-based services as part of the curriculum. They may also consider introducing 
incentives to encourage agents to acquire new customers.

Agents Support and Better Marketing

Providers should consider rewarding agents, especially the top performers, for their education 
and marketing efforts related to wallet accounts and customer acquisition. Providers could offer 
additional training to graduate the agents into more aggressive ‘sales agents’, with additional 
compensation for specific wallet opening and activity targets, so that agents receive remuneration 
only for active wallets. Cost reductions that result from more intensive wallet adoption and use, 
referenced above, could offset such remunerative efforts. Moreover, providers’ should review their 
Above the Line (ATL) promotional and marketing materials to ensure that they enhance mobile 
money awareness and build an understanding of the relevance of wallet services in daily life beyond 
what is available via OTC.

The Next Frontier

In order to drive the National Financial Inclusion Strategy forward, encouraging the uptake of wallets 
through rigorous education, promotion, and registration efforts are key to creating a sustainable 
ecosystem with ‘a range of quality payments, savings, credit, and insurance services’ which meet the 
needs of all Pakistanis. The emergence and diversification of such services may also work conversely 
to encourage wallet uptake further.

Beyond the current offer of merchant payments, G2P such as the BISP and B2P transfers, bulk 
payments, meaningful savings, and the eagerly anticipated credit and insurance products would 
facilitate both wallet adoption and meaningful financial inclusion in the country.
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This section profiles one of our direct 
beneficiaries, capturing stories of impact 
from the field

“Someone has to be 
the first to make a 

change”
Shumaila Afsheen, Quetta
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In the traditional society of Balochistan, women seldom venture out unless accompanied by the 
men of the family. Women work in just a few professions, often choosing to teach, or work in the 
garment trade.  Shumaila Afsheen had other ideas. She trained as a fashion designer, but decided to 
break fresh ground. Along with her sister, Faryal Gauhar, she set up a café named Sprinkles, in the 
Spinney Road area of Quetta.

The cafe is located near a mountain peak known as Jabal-e- Noor, (Mountain of Light). There are 
popular picnic spots in the vicinity, so along with men, there are women and children, waiting to 
catch a bus or stopping off on their way home. Along with ice cream and refreshments, Sprinkles 
serves up a quick meal for these travellers, in clean and colourful surroundings.

Shumaila’s idea began to take shape when some spare family funds became available. Instead of 
splurging on jewelry or clothes, Shumaila decided to make an investment in a new business. “We 
looked around to identify gaps,” she says, “to find a niche for ourselves.” 

There wasn’t a single café with a family hall in the area and the sisters decided to provide one. 
Shumaila and her family worked on every detail of the décor themselves, designing chairs and 
tables, making sure the crockery and cutlery were attractive and creating novel items for the menu. 
Sprinkles now offers date and coconut ice cream in addition to regular ice cream flavours, and you 
may even order a zafrani soup. 

The Spinney Road area is heavily populated and unemployment is high. Shumaila looked for young 
men in the neighbourhood with experience of the food and beverage business to employ. She hired 
four full-time employees and a part-time ice-cream specialist who comes in to handle that aspect of 
the business.
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“There were problems at the start,” says Shumaila. “People in the area were not used to the idea 
of a woman manager.” That did not deter Shumaila, who has worked as a social activist in all-
male environments, helping people cope with the aftermath of terrorist attacks. “People looked 
askance,” she says, “but someone has to be the first to make a change.”

Supported by her sister, Faryal, she persevered with her task and soon Sprinkles became the café 
of choice for weary travellers seeking a place to rest and refresh themselves. The café managed 
to break even in the first month, and was soon turning over a small profit for its owners.
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Shumaila wants to upgrade her café and open branches in other cities of Pakistan.  She has explored 
marketing opportunities in the area, and Sprinkles now supplies meals to a school hostel close by. 
There are plans to set up a cafeteria in the District Commissioner’s office.
Karandaaz is helping her realize her dream of growth. Along with her sister Faryal, Shumaila tries 
to put into practice the principles of business management identified in the Karandaaz supported 
business incubation programme. Faryal, who handles accounts for Sprinkles, says that learning 
about time management at the BUITEMS incubator was most beneficial. “It is very difficult for a 
woman to run a business in Quetta,” she says. “My sister tried to break barriers and I am determined 
to support her in any way possible.” 

“I wanted to be independent,” says Shumaila, “not just expect a man to provide 
for my needs. In any case, costs have gone up, unless both the man and 

woman work, it is hard to meet household expenses.”

Shumaila got married young, just after she had done her Matriculate. She went back to school to 
graduate. With a small child to look after, she managed the home during the day, staying up at night 
to keep up with her studies. Today, she manages her business with the same determination and 
diligence.

Sprinkles qualified for a Karandaaz grant that will provide Shumaila funds to expand her café. She is 
confident that she is on the right path and looks forward to a bright future.
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Karandaaz Pakistan’s vision remains an inclusive economy, where an increasing number of 
businesses and people have access to appropriate financial services, allowing them to reach their 
full economic potential. Since its inception, Karandaaz has achieved much in terms of promoting 
digital and MSME finance, creating a positive impact on the financial ecosystem in Pakistan. We are 
now engaged in several transformational projects with a wide variety of public and private sector 
stakeholders. We are also investing in piloting new approaches and services in SME and digital finance 
as well as scaling up successful models of financial inclusion, such as microfinance. In doing so, we 
retain our focus on marginalized segments such as women and youth.   

Karandaaz remains a unique entity in terms of the breadth of its interventions. This wide scope has 
allowed us to intervene in different sectors and work with a range of partners who align with our 
mission. Going forward, Karandaaz aims to build on these experiences and partnerships to further 
deepen its engagement in order to accomplish our vision of an inclusive economy. In doing so, it 
is important to take stock of the challenges we face and adjust our strategies to respond to these 
challenges. 
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Challenges & Risks

Some of the key challenges in the coming year will be:

 ▪ There can be a shift in the macroeconomic and sector level policies and frameworks governing 
the financial inclusion ecosystem. We will need to respond to these adjustments while remaining 
true to our vision and mission.

 ▪ The risk appetite of the financial sector remains low. As a catalyst for innovation and 
experimentation in the SME finance space, we will face the challenge of identifying appropriate 
partners and designing programmes that not only create financial but also social returns.

 ▪ With a growth in funding and expansion in our scope of work, we will need to continue 
strengthening our corporate governance and management systems. Ensuring compliance with 
all regulatory requirements will need to remain a priority. 

 ▪ Donor expectations in terms of deployment of funds and additionality will need to be met. This 
creates a different challenge for our deals pipeline compared to typical private equity funds. 

Future Outlook 

Karandaaz’s engagement in the area of digital financial services has significantly expanded over 
the last year. In the coming year, we will be consolidating our work and partnerships, focusing on 
harnessing lessons learnt and sharing these with the wider industry. We will continue to strategically 
engage in transformational projects which have the potential to tip the digital finance market. In 
particular, a key priority will be the launch of the MPG. Karandaaz will also remain engaged on the 
policy side, supporting SBP in development of Digital Banking Regulations for Pakistan. Innovation 
will remain core to our work and we will continue to develop and nurture the fintech industry 
through our Fintech Disrupt Challenge. An important focus area in the coming year will be gender 
i.e. programming that explicitly takes into account the gender gap in financial inclusion in Pakistan 
and roll out of targeted interventions to address this challenge. 

We significantly scaled up our corporate credit and investments portfolio in 2017-18, and this 
trajectory will be maintained in the coming year. Despite various challenges, Karandaaz funded 
facilities today support over 650 SMEs, and our goal is to increase this number to nearly 1500 
SMEs in the next twelve months. This will be achieved through adding more partners, including 
financial institutions as well as corporates, and testing new approaches to SME finance. We will be 
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investing even more time and effort in developing our equity pipeline while ensuring Karandaaz 
investments create additionality i.e. alleviate capital constraints for SMEs while creating employment 
opportunities. 

We also plan to extend our efforts towards supporting women entrepreneurs and improving 
their ability to access financial services needed for business growth. We will be running the next 
round of our Women Entrepreneurship Challenge (WEC) targeting women led businesses that have 
achieved some traction and are looking to grow. Similarly Karandaaz aims to become a leading 
center for knowledge and information on SME finance in Pakistan. To achieve this, we will continue 
to undertake cutting edge research and develop insights that not only support our own investments 
but also facilitate the wider industry. 

Finally, sustainable growth of an organisation requires continuous strengthening of its corporate 
governance and management structures. We are committed to working transparently and achieving 
the highest standards of corporate governance. With the addition of new Board members in 2017-
18, we are better prepared for ensuring continuity in the Board over the coming years as well as 
strengthening the Board’s ability to provide adequate oversight and guidance to the management.  

Overall, Karandaaz will remain committed to the vision and mission of its Board and sponsors, and 
accelerate its efforts to achieve its developmental and institutional goals.  

CEO and Executive Director Acting Chairman and Director
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INDEPENDENT AUDITOR’S REPORT
To the members of Karandaaz Pakistan

Report on the Audit of Financial Statements

Opinion

We have audited the annexed financial statements of Karandaaz Pakistan (the Company), which 
comprise the statement of financial position as at June 30, 2018, and the statement of income and 
expenditure, the statement of changes in net assets, the statement of cash flows for the year then 
ended, and notes to the financial statements, including a summary of significant accounting policies 
and other explanatory information, and we state that we have obtained all the information and 
explanations which, to the best of our knowledge and belief, were necessary for the purposes of the 
audit.

In our opinion and to the best of our information and according to the explanations given to us, the 
statement of financial position, statement of income and expenditure, the statement of changes in 
net assets and the statement of cash flows together with the notes forming part thereof conform 
with the accounting and reporting standards as applicable in Pakistan and give the information 
required by the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively give 
a true and fair view of the state of the Company's affairs as at June 30, 2018 and of the surplus, the 
comprehensive income, the changes in net assets and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable 
in Pakistan. Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are independent 
of the Company in accordance with the International Ethics Standards Board for Accountants’ Code 
of Ethics for Professional Accountants as adopted by the Institute of Chartered Accountants of 
Pakistan (the Code) and we have fulfilled our other ethical responsibilities in accordance with the 
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide 
a basis for our opinion.

Information Other than the Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information obtained at the date 
of this auditor’s report is information included in the director’s report, but does not include the 
financial statements of the Company and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express 
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other 
information and, in doing so, consider whether the other information is materially inconsistent 
with the financial statements or our knowledge obtained in the audit, or otherwise appears to be 
materially misstated.
 
If based on the work we have performed, on other information obtained prior to the date of this 
auditor’s report, we conclude that there is a material misstatement of this other information, we are 
required to report that fact. We have nothing to report in this regard.
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Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements 
in accordance with the accounting and reporting standards as applicable in Pakistan and the 
requirements of Companies Act, 2017(XIX of 2017) and for such internal control as management 
determines is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the Company’s 
ability to continue as a going concern, disclosing, as applicable, matters related to going concern 
and using the going concern basis of accounting unless management either intends to liquidate the 
Company or to cease operations, or has no realistic alternative but to do so. 

Board of directors are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 
guarantee that an audit conducted in accordance with ISAs as applicable in Pakistan will always 
detect a material misstatement when it exists. Misstatements can arise from fraud or error and 
are considered material if, individually or in the aggregate, they could reasonably be expected to 
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional 
judgment and maintain professional skepticism throughout the audit. We also: 

 ▪ Identify and assess the risks of material misstatement of the financial statements, whether 
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain 
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of 
not detecting a material misstatement resulting from fraud is higher than for one resulting from 
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control. 

 ▪ Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Company’s internal control. 

 ▪ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management. 

 ▪ Conclude on the appropriateness of management’s use of the going concern basis of accounting 
and, based on the audit evidence obtained, whether a material uncertainty exists related to events 
or conditions that may cast significant doubt on the Company’s ability to continue as a going 
concern. If we conclude that a material uncertainty exists, we are required to draw attention in 
our auditor’s report to the related disclosures in the financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up 
to the date of our auditor’s report. However, future events or conditions may cause the Company 
to cease to continue as a going concern. 
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 ▪ Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and 
events in a manner that achieves fair presentation. 

We communicate with the board of directors regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal 
control that we identify during our audit. 

We also provide the board of directors with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, related 
safeguards.

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion: 

a. proper books of account have been kept by the Company as required by the Companies Act, 
2017 (XIX of 2017); 

b. the statement of financial position, the statement of income and expenditure, the statement of 
changes in net assets and the statement of cash flows together with the notes thereon have been 
drawn up in conformity with the Companies Act, 2017 (XIX of 2017) and are in agreement with the 
books of account and returns; 

c. investments made, expenditure incurred and guarantees extended during the year were for the 
purpose of the Company’s business; and 

d. no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980). 

The engagement partner on the audit resulting in this independent auditor’s report is JehanZeb 
Amin.
     

Chartered Accountants     
Islamabad       
Date: 25 September, 2018
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