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Karandaaz Pakistan, now in existence for 
five years, has emerged as a unique 
nonprofit company that is leveraging its 
financial strength to promote digitalization 
and the financial inclusion industry, 
offering equity and debt capital and 
high-powered technical support to both 
public and private sector.   

On behalf of the Board, I present the 
Karandaaz Annual Report for the year 
2019-20. Undeterred by the pandemic and 
the implication on its working conditions, 
Karandaaz continued to make progress on 
its strategy of institutionalizing new 
flagship initiatives. These initiatives are 
part of our corporate strategy that is 
anchored on promoting digitalization and 
financial inclusion to promote 
sustainability across finance and 
businesses.  We continue to strengthen 
the financial ecosystem of the country and 
will pursue this agenda for years to come. 
Towards this goal, our foremost 
achievements during the year include: 

• Setting up a first of its kind credit 
enhanced facility, InfraZamin Pakistan, 

which will drive infrastructure 
investments in the country by providing 
long-term local currency credit 
guarantees

• Our active support to the Pakistan 
Microfinance Investment Company 
(PMIC) to aid our objective of 
strengthening the microenterprise 
segment in the country

• The launch of a new women focused 
programme, called Women Ventures 
(WV), to institutionalise our 
investments in economic 
empowerment of women in Pakistan. 
We have also entered into partnerships 
to strengthen the quality of services 
available to women led businesses, 
with the objective of establishing an 
exemplary model. 

• Our significant progress towards 
creating an SME focused Non-Bank 
Financial Company (NBFC) and the 
Pakistan Credit Guarantee Company 
(PCGC)

• Our continued support to regulators to 
adopt modern and digital platforms. In 
this context, our support for the 
Securities and Exchange Commission 
of Pakistan (SECP) has helped to 
launch the digitally secured 
transaction registry (STR); Similarly, 
our partnership with the State Bank of 
Pakistan (SBP) to implement the Micro 
Payment Gateway (MPG) and 
development of the Regulatory 
Framework for Digital Banks in 
Pakistan will play a pivotal role in 
further energizing financial and digital 
landscapes. 

Chairperson
Message from the
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Realizing these goals and targets amidst 
the corona virus (COVID 19) illustrates 
Karandaaz’s strengths and robust 
institutional system.    Like other countries, 
impact of the COVID 19 and consequent 
setbacks to global economy did generate 
complications for Pakistan’s economy. 
Aptly dealing with these challenges, 
through a range of programmes, Pakistan 
has mitigated the impact of COVID 19. The 
Government of Pakistan, through timely 
interventions by the SBP and Ehsas 
Programme, has played an instrumental 
role in curtailing this unprecedented shock 
to our economy and our people. Measures 
including, but not limited to, restructuring 
loans for debt relief and maintaining 
solvency, relaxing credit requirements for 
exporters and importers, and promoting 
digital payments have enabled Pakistan’s 
economy to guard itself from a much 
heavier burden anticipated from COVID 19. 
This impact and the resultant support, has 
proved yet again, that the micro, small and 
medium enterprise (MSME) segment is 
most important to the stability and growth 
of our economy. It has also demonstrated 
that financial inclusion should be our 
utmost priority; businesses that remain 
out of the formal financial sector have had 
very little contingency to endure this 
economic distress. 

In the end, I would like to extend my warm 
welcome to our new board members - Mr. 
Musadaq Zulqarnain,  Mr. Shahid Ghaffar, 

and Ms. Durdana Achakzai. All of them 
bring rich experience of working in key 
positions at local and international levels, 
which will help Karandaaz reach new 
frontiers.  I am grateful to the Board 
members of Karandaaz who have 
strategically guided the organisation to 
grow, through their commitment and 
enthusiasm.  Our sponsors, the Foreign, 
Commonwealth and Development Office 
(FCDO) of the United Kingdom (UK) and 
the Bill & Melinda Gates Foundation 
(BMGF) have been instrumental in 
providing unwavering support to 
Karandaaz.  

I would also like to recognize the 
endeavors of the Karandaaz team that has 
navigated through troubled times to keep 
the momentum going and achieve targets. 
With signs of emerging recovery and 
steadfast support of the financiers, I look 
forward to yet another year of progress 
towards a financially included and 
economically empowered Pakistan.   

Dr. Shamshad Akhtar
Chairperson, Karandaaz Pakistan
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Karandaaz remained focused on its 
agenda of financial inclusion and 
economic empowerment whilst actively 
supporting Pakistan’s response to COVID 
19 during this year. We funded Excel Labs, 
our investee company, for setting up a 
Biosafety Level (BSL) 2+ facility at World 
Health Organization (WHO) standards to 
enable Covid testing.  This investment led 
to 500 tests per month and a total of 
50,000 PCR tests were carried out by the 
end of year. For our partner women 
led-businesses, we provided interest 
deferral, salary grant support, and working 
capital funding to survive the liquidity 
crunch.

Karandaaz also carried out a nation-wide 
survey of small and medium enterprises 
(SMEs) to gauge the economic impact of 
COVID 19 on the domestic SME industry 
and its findings were shared with industry 
stakeholders. Additionally, we undertook 
an impact assessment on the effects of the 
pandemic on the digital financial services 
industry in Pakistan and developed policy 
recommendations on the measures taken 
by central banks globally to curb the 
economic impact of COVID 19. These 

knowledge products provided comparative 
information to regulators to design and 
launch new policies and programmes. 

I am proud that the Karandaaz team 
continued to work tirelessly throughout the 
year to achieve major milestones despite 
the pandemic, including the setup of 
InfraZamin Pakistan, a for-profit, credit 
enhancement facility to support capital 
market development and increase 
investment for infrastructure development. 
We also made substantial progress 
towards establishing an SME focused 
Non-Bank Financial Company (NBFC) with 
a specific mandate to support enterprises 
with insufficient collateral to access 
finance whilst demonstrating impact on 
employment.

The Pakistan Credit Guarantee Company 
(PCGC), for which we are partnering with 
the Ministry of Finance and the SBP, will 
also be operationalized soon and serve as 
a Development Finance Institution (DFI) to 
catalyse lending to SMEs and growth of our 
rural economy. Based on the experience of 
Women Entrepreneurship Challenge 
(WEC), we launched the Women Ventures 
(WV) programme to increase support to 
women-led businesses both in volume and 
value of contribution.

Our support to women led businesses will 
expand many folds in the coming years to 
demonstrate the commercial viability of 
this neglected segment, whilst supporting 
jobs.

We expanded our portfolio of direct 
investments. Karandaaz invested in Secure 
Logistics Group (SLG) – a leading logistics 
company in Pakistan, to facilitate SLG to 

Chief Executive Of  f icer
Message from the
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enter into new business segments. 
Additionally, we partnered with Pak Suzuki 
Motors and EBR Energy Pvt. Ltd. These 
agreements will support an estimated 
1000 jobs and expand solar energy 
production, respectively. To promote digital 
financial services, we completed the 
architectural design of the Micro Payments 
Gateway (MPG) and tested potential use 
cases.

Under our partnership with the Securities 
and Exchange Commission of Pakistan 
(SECP) we launched Pakistan’s first 
Secured Transaction Registry (STR) to 
enable registration of movable assets as 
collateral and support SMEs in securing 
financing from financial institutions. This 
will also contribute to improving Pakistan’s 
score in the World Bank’s Ease of Doing 
Business Index. We also made 

considerable progress in developing the 
Regulatory Framework for Digital Banks in 
Pakistan.  

We enter into the next financial year with a 
renewed hope, enthusiasm and dedication 
for achieving inclusive economic growth. I 
would like to thank our sponsors for their 
support, Karandaaz Board for its continued 
guidance and the Karandaaz team for 
working tirelessly to achieve the mission of 
Karandaaz.

Ali Sarfraz
CEO, Karandaaz Pakistan
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Karandaaz promotes access to finance for 
micro, small and medium enterprises 
(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 and public sector 
entities, promoting financial inclusion of 
individuals through leveraging technology, 
fostering innovation and entrepreneurship, 
and enabling evidence-based decision 
making across the financial ecosystem 
through creating insights and data 
analytics.

Catalyzing Access to Finance 
for MSMEs

Karandaaz Capital seeks to improve 
access to finance for MSMEs in Pakistan, 
catalyze their growth, stimulate job 
creation and improve market 
responsiveness towards their financing 
needs.  We invest in developing, testing 
and implementing commercially viable 
financial products through our partner 
financial institutions as well as direct 
investments.

Promoting Financial Inclusion 
through Technology

Digital financial services (DFS) are 
increasingly becoming an essential driver 
of economic growth. This is done by 
reducing leakages, providing convenience 
and strengthening responses to financial 
shocks and specifically in uplifting the 
gross domestic product (GDP) of a 
country. Karandaaz is, therefore, actively 
working towards the adoption of DFS in 
Pakistan. Working with the Government, 
digital financial service providers (DFSPs), 
fintechs and others, we focus on four 
major areas:

A Closer Look
What We Do

We deploy growth capital in SMEs with 
high likelihood  for significant growth 
and employment generation, in 
addition to generating risk-adjusted 
financial returns for Karandaaz.

Direct
Investments

We deploy capital through specific 
product programmes with financial 
institutions, listed corporations or 
special purpose vehicles (SPVs), 
focusing on clusters and segments 
with high potential for job creation.

Wholesale
Investments

These investments are made into 
entities that can further enable 
investments in the underlying sectors.

Strategic
Investments



Fostering Innovation and
Entrepreneurship

Karandaaz aims to facilitate youth 
employment and women entrepreneurship 
through the Innovation Challenge Fund 
(ICF) which specially focuses on 
addressing barriers faced by SMEs, women 
and youth in accessing appropriate 
financial services and participating in the 
economy. It also runs a Women 
Entrepreneurship Challenge (WEC) 
focused on women’s entrepreneurship in 
the country. 
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Engagement with public sector organizations to digitize government 
payments. 

National Payment Infrastructure

Partnerships with private sector players to develop and test digital payment 
solutions that focus on unbanked populations.

Innovation and Incubation

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

Policy and Regulation

Informing the development of the digital financial ecosystem through 
research and knowledge creation, which can be useful for a range of 
industry stakeholders. 

Research and Data Analytics

Innovation
Challenges
The Innovation Challenges               
aim to generate innovative,            yet 

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. 

Women
Entrepreneurship
Challenges

practicable solutions to solving 
complex problems in the areas of 
financial inclusion and 
entrepreneurship.
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Karandaaz undertakes rigorous research 
for bridging knowledge gaps in the 
financial inclusion space in Pakistan. Our 
research practice, focused on SME and 

DFS space, endeavours to provide a 
collation of information and statistics for 
catalyzing financial inclusion in Pakistan.

Developing Insights to Promote Financial Inclusion

Karandaaz maintains an active virtual library which amalgamates research reports and 
presentations  on financial inclusion from various local and international sources.

Library

Karandaaz disseminates insights on SME finance and DFS to aid evidence-based 
decision-making.

Research

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

Blogs

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

Data Portal
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2019-2020
The Year in Review:

The Board of Directors of Karandaaz (KRN) 
takes pleasure in presenting Annual Report 
of the Company for the year 2019-2020. 
KRN takes pride in playing a critical role in 
supporting the markets for MSME finance 
and digital finance. Through our business 
verticals focused on investments in Micro 
Small and Medium Enterprises (MSMEs), 
Digital Financial Services (DFS), 
Knowledge Management and 
Communications (KMC) and Innovation, 
KRN has engaged with both private and 
public sector institutions in providing 
investment and technical expertise to 
support economic growth and  job 
creation.  We continue to strive towards a 
Financially Included and Economically 
Empowered Pakistan! 
 
KRN is uniquely placed within the financial 
inclusion ecosystem of the country. 
Through this distinctive position, we are 
able to capitalize on the strength and 
outreach of the private sector to make 
positive impact on financial inclusion in the 
country. Through our efforts, Karandaaz 
has been able to impact the lives of 5.7 
million individuals across Pakistan. 

Historically, SME Financing in Pakistan has 
been low and is mainly accounted for by 
the banking sector. As of June 2020, 
outstanding SME financing was PKR 401.1 
million, extended to 188,804 SME 
borrowers. SME lending as a percentage of 
total lending to the private sector in 
Pakistan (6.4%) is paltry in comparison to 
peer countries (India, Bangladesh and Sri 
Lanka) averages (18.7%). Similarly, SME 
credit as % of GDP in Pakistan (1%) is also 
very low compared to peer countries (India 
- 6%, Bangladesh - 9%).  To address these 
wide SME financing gaps, KRN Capital is 

serving more than 1,500 SMEs through 
various instruments of financing. 

In addition to enhancing its equity and 
wholesale portfolios, KRN has been able to 
make significant progress under its 
Strategic Investments.  In March 2020, 
KRN incorporated InfraZamin Pakistan, a 
for profit credit enhancement facility, which 
will act as a credit guarantor in local 
currency for infrastructure projects in 
Pakistan, enabling enhanced investments 
and delivery of infrastructure development 
projects. This will have a direct impact on 
the SMEs working in the infrastructure 
sector in Pakistan. 

During the year, our work under the DFS 
vertical also grew. We signed new 
engagements with the Securities and 
Exchange Commission of Pakistan (SECP) 
and the Pakistan Microfinance Network 
(PMN) to provide technical and financial 
support in digitizing internal systems and 
processes and connecting the IT systems. 
We also launched a new programme to 
provide Design Thinking services to market 
players intending to improve their products 
by incorporating human centric User 
Interface and User Experience (UI/UX) 
principles. Our engagements with the State 
Bank of Pakistan (SBP) on the Micro 
Payment Gateway (MPG) and the 
Regulatory Framework for Digital Banks, 
with Central Directorate of National 
Savings (CDNS) and with the Benazir 
Income Support Programme (BISP) 
continue to progress swiftly. 

A major highlight of the year from the 
Innovation workstream was the launch of 
Women Ventures (WV). WV is an initiative 
that has been built through consistent 
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learning from administering the KRN 
Women Entrepreneurship Challenge 
(WEC). It incorporates a new design and 
has the objective to become a broader and 
scaled-up programme that seeks to 
overcome a major impediment to 
women-led businesses in Pakistan, i.e. 
access to finance. The following year will 
be critical for WVs uptake and success and 
we look forward to utilizing all resources to 
enable WV in becoming a one-stop-shop 
solution for financial needs of women 
entrepreneurs of Pakistan. 

KRN also enhanced its research portfolio 
during 2019-2020. Our primary focus was 
to bridge crucial knowledge gaps during 
uncertain times after the emergence of the 
Coronavirus (COVID 19). We did this by 
completing two studies, which focused on 
assessing the impact of COVID-19 on 

Pakistan’s SMEs, and measures taken by 
central banks globally to curb the 
economic impact of COVID 19. We also 
organised a high-level conference titled 
‘Pakistan Innovative Finance Forum’ which 
drew participation from all key 
stakeholders from the financial industry 
and generated discussion on innovative 
financing solutions for SME and 
infrastructure. 

This report captures key activities within 
each work stream, as well as 
developments in the corporate governance 
and management structure of the 
organization. The report also discusses the 
challenges and future outlook of the 
company and includes the audited 
financial statements for the year ended 
30th June, 2020. 
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CAPITAL
Karandaaz



Direct
Investments

The focus of Direct Investments is on 
deploying growth capital in SMEs with 
potential for profitable growth and 
employment generation, in addition to 
generating risk-adjusted financial 
returns for KRN. One direct investment 
deal was executed during 2019-20, 
which brought the total number of 
investments to date to six with an 
overall value of PKR 5.4 billion1: 

Secure Logistics Group (SLG):

KRN invested in SLG to establish it as a 
leading 3PL (Third Party Logistics) 
player in Pakistan. The capital 
provided will be utilized for existing 
capacity enhancement and expansion 
in new vertically integrated business 
segments. This investment by KRN 
has also enabled investment by an 
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KRN Capital aims to support the 
development of a market for micro, and 
MSME financing by deepening access to 
growth capital, which will impact 
generation of broad-based employment 
and business activity in Pakistan. 
Investments by the company’s Capital 
team aim to create additionality by 
catalyzing access to finance in economic 
sectors which face capital constraint but 
have the potential to grow and create jobs. 
These investments can be through 
partnerships with financial institutions or 
directly into SMEs and strategic platforms 
within the financial sector. 
 
KRN Capital’s portfolio is classified into 
direct investments, wholesale investments 
and strategic investments. 

international private investor, the Saudi 
Bugshan Group (SBG), which is relying 
on KRNs local presence for successful 
execution of the investment. As a 
result of this investment, it is 
estimated that approximately 635 jobs 
will be supported directly and indirectly 
within SLGs value chain. 

1 In previous years, direct investments have been made into Techlogix Pvt. Ltd, Excel Labs, HAC Agri, NRSP APC, and Wahdat Farms
2 Partnerships with the following institutions were forged during previous years and are on-going: ORIX Leasing, Meezan Bank Ltd, and 
Bank Alfalah.

Under its Wholesale Investments 
portfolio, KRN deploys capital through 
a wide range of partners including 
financial institutions, corporates or 
special purpose vehicles for onward 
lending to SMEs. These programmes 
can use different facilities which may 
be funded (risk participation), or 
unfunded (first loss) or a combination 
of the two. KRN also develops 
programmes for targeting different 
clusters and segments of MSMEs 
through various pilots. The 
outstanding portfolio for wholesale 
investments at end of June 2020 
stood at PKR 8.9 billion through 10 
partners. The following wholesale 
investment partnerships were 
structured during the year under Direct 
Lending Agreements2:

Pak Suzuki Motors Co Ltd (PSMCL):

KRN partnered with PSMCL during the 
year, providing an innovative 
Medium-Term Invoice discounting 
programme designed to cater to the 
working capital requirements of SME 
vendors of PSMCL.

Wholesale
Investments



 It is estimated that through this 
partnership more than 1,000 jobs will be 
supported directly and indirectly in 
PSMCLs value chain.

EBR Energy (Pvt) Ltd

KRN has negotiated and finalised a 
financing structure for a short-term 
financing facility to EBR Energy (Pvt) Ltd 
(EBR). The capital that will be provided 
by KRN will result in equipping EBR to 
acquire and implement new projects, 
resulting in increased solar energy 
production in Pakistan.

Risk Participation Agreements

KRN continues to have Risk 
Participation Agreements with five 
partner banks including Meezan Bank, 
Bank Alfalah, JS Bank Limited, MCB 
Islamic Bank and Habib Metropolitan 
Bank. 
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Strategic Investments are aimed at 
establishing and/or financing meso 
level 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 capital is either not 
available or partially available for setting 
up such entities.

 The investments thus align with KRN’s 
mission by contributing towards the 
development of a market for MSME 
financing in Pakistan. The Strategic 
Investments portfolio of KRN includes:

Strategic
Investments

InfraZamin Pakistan (IZP) (Formerly 
Pakistan Credit Enhancement Facility, 
PCEF)

KRN set up IZP, a for profit credit 
enhancement facility in March 2020. 
The objective of IZP is to provide long 
term local currency credit guarantees 
for infrastructure projects which will act 
as a catalyst in attracting higher pool of 
potential investors and also support 
capital market development. IZP will 
contribute to developing capacity of the 
banking sector in supporting 
infrastructure development projects 
through accessible financial services for 
SMEs at lower cost. Through increased 
investment in the infrastructure 
projects, there is high impact 
anticipated on SMEs. KRN is working 
with InfraCo Asia and GuarantCo for 
their participation in the transaction 
during the next financial year which will 
give depth in sector expertise besides 
increasing the capital base.

Sustainable Energy & Economic 
Development (SEED) 

In the previous year, KRN signed the 
partnership agreement on the 
‘Sustainable Energy and Economic 
Development’ (SEED) programme with 
FCDO, valued at £15 million, to promote 
renewable energy generation and 
efficiency measures in Pakistani 
businesses. The SEED programme will 
demonstrate the financial viability of 
enhancing investments in clean energy 
and energy efficiency improvements. 
During the year, KRN has started 
developing a robust pipeline for future 
investments under the SEED 
programme. 



DIGITAL
Karandaaz

KARANDAAZ ANNUAL REPORT 29



KARANDAAZ ANNUAL REPORT 30

KRN Digital aims to catalyze the financial 
services industry towards greater financial 
inclusion by employing cutting-edge 
innovations and digital solutions for social 
impact. To this end, KRN Digital has a 
particular focus on women, low-income, 
rural, and otherwise excluded population 
segments. With funding from the BMGF, 
KRN Digital aims to work with all 
stakeholders to facilitate digitization of 
government and other payment streams 
and provide support to innovative digital 
financial service startups. During the year 
2019-20, KRN Digital remained focused on 
the execution of major transformational 
projects with public and private sector 
partners.  

National Payment
Infrastructure 

Innovation
and Incubation

National Payments Infrastructure - 
Micro Payments Gateway (MPG):

KRN is working with the SBP on the 
development and implementation of 
MPG in line with BMGF objective to 
significantly reduce the cost barriers 
of providing financial services to the 
poor. During year two of project 
implementation, major milestones 
including the architectural design of 
the project and the mobilization phase 
were completed. The project is 
currently testing various use cases 
that can be potentially aligned through 
the MPG, with anticipation to launch 
the use cases in the upcoming year. 

KRN Digital also aims to support the 
development, pilot-testing, and/or 

roll-out innovations that expand 
access to digital financial services by 
partnering with commercial providers 
and government departments. 
Interventions that were supported 
during the year included: 

Engagement with Central Directorate 
of National Saving (CDNS)

KRN is providing technical assistance 
to CDNS in digitizing its data, updating 
its core system, and enabling linkages 
to Alternate Delivery Channels (ADCs) 
such as card management system, 
web portal and mobile application.  This 
engagement has achieved several 
important milestones during the year 
as more branches and service centers 
of CDNS continue to be digitized, and 
hardware and software upgrades are 
bringing efficiencies in the existing 
systems.  We expect to launch the ATM 
card for Special Saving Accounts 
(SSAs) during the first half of next year.

Engagement with the Benazir Income 
Support Programme (BISP)

KRN is working with BISP to provide 
support in strengthening and 
streamlining BISPs IT & payment 
infrastructure. Enhancing BISPs IT and 
payment structure will enable 
streamlined distribution of BISPs cash 
transfer payments. During the year, a 
gap analysis was carried out of BISP’s 
current IT systems to develop a 
strategy and roadmap for its 
modernization. Phase 2 of the project, 
to be executed next year, will focus on 
technical implementation. 

Securities and Exchange 
Commission of Pakistan (SECP) 
Digitization Project

KRN is supporting the SECP in 
digitization of its systems and 
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processes, under the Leading Efficiency 
through Automation Prowess (LEAP) 
project. Through the implementation of 
this project, SECP will shift its internal 
manual processes to digital platforms 
and maximize the use of data analytics. 
A key development during the year was 
the launch of Secured Transaction 
Registry (STR) which will enable 
registration of moveable assets as 
collateral. This will benefit SMEs in 
securing financing from financial 
institutions. The project was delivered in 
time despite aggressive timelines so 
that Pakistan can improve its score in 
the World Bank’s Cost of Doing 
Business index.

Engagement with the Pakistan 
Microfinance Network (PMN)

KRN is supporting PMN in developing a 
digital services platform that will enable 
Microfinance Providers (MFP) to digitize 
the lifecycle of a loan, from 
disbursement to repayment. During the 
year, 5 MFPs were selected for a pilot 
programme and partnerships were 
undertaken with payment service 
providers, including Mobilink 
Microfinance Bank Limited (MMBL) 
Telenor Bank and UBL. The project will 
be completed by March 2021. 

Financial Inclusion for Women 
Challenge (FIWC) Round

The FIWC is a grant window launched 
during the year that specifically focuses 
on the development of gender-smart, 
women-centric financial products and 
services meeting the needs and 
preferences of female customers. The 
goal of the FIWC is to pilot and test, or 
scale interventions that have a central 
theme of supporting financial inclusion 
for women. The challenge round, jointly 

administered by the DFS and the KRN 
Innovation team, selected three 
institutions as winners for grant 
provision, out of a total of 113 
applications. These institutions include: 

- Oraan: KRN is supporting Oraan in 
building a collaborative platform for 
group savings which will help 
connect women from across 
demographic and geographical 
locations in Pakistan to build 
financial identities.

- Techlets: KRNs support will help 
Techlets accelerate artificial 
intelligence (AI)-driven business 
capabilities to identify unbanked 
women led-businesses and 
influencers to connect and 
collaborate to enhance e-commerce 
sales and positively impact the 
women led businesses.

- NRSP Bank: KRNs support will 
enable NRSP Bank to engage their 
existing portfolio of female clients in 
rural areas by registering them as 
agents and enabling them to 
perform financial transactions for 
others.

UI/UX Based Support for Market 
Players

KRN launched the UI/ UX initiative to 
subsidize Design Thinking services for 
interested DFS providers. During the 
year, three firms providing Design 
Services were on-boarded whereas 
several Fintechs have applied for the 
utilization of these services. Next year, 
design services will be provided to 
Fintechs to enhance their products and 
services for improved uptake.
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In the effort to support the creation of 
an enabling regulatory environment for 
acceleration of financial inclusion, KRN 
regularly engages with national policy 
makers and financial sector regulators 
to address policy and regulatory 
bottlenecks in the DFS ecosystem in 
Pakistan. During the year, KRN 
undertook the following activities:

Regulatory Framework for Digital 
Banks

KRN is providing technical input to the 
SBP to develop the first ever regulatory 
framework and the overarching legal 
framework for digital banks in Pakistan. 
During the year, a first draft of the 
licensing framework and landscape 
analysis of operating frameworks for 
digital banks was completed. Next year, 
the regulatory, licensing and operating 
frameworks for digital banks will be 
developed and issued by the SBP.

Policy Brief: COVID-19 - Time to 
Invoke the Clause on Roaming Agents

Following the country wide lockdown as 
a result of measures taken by the 
Government to curb the spread of 
COVID 19, KRN published a policy brief 
on the benefit of utilizing Roaming 
Agents for Branchless Banking 
services. With the objective of ensuring 
continuity of financial services, it was 
recommended that Roaming Agents 
can facilitate the disbursement of 
financial assistance under G2P 
programmes and also act as cash-out 
service points.

Regulatory Framework for Equity 
Crowdfunding

KRN is providing technical assistance to 
the SECP in developing a regulatory 
framework for Equity Crowdfunding 
(ECF) in Pakistan. During the year, the 
draft regulatory framework was shared 
with a wide range of stakeholders 
through consultative workshops, while 
changes to the Parent Laws were also 
proposed to the SECP. The SECP, after 
testing the framework, will finalize the 
regulation next year.

KRN provided input to various policies 
and initiative by the SBP, PTA and the 
Ministry of Commerce. These include:

1. Banking on Equality – a Policy to 
Reduce Gender Gap in Financial 
Inclusion (draft policy) – SBP 

2. Draft Regulations for Electronic 
Money Institutions (EMI) - SBP 

3. Video/Digital KYC- SBP

4. Personal Data Protection Act – SBP

5. E-Commerce Policy of Pakistan – 
Ministry of Commerce 

6. Proposed Incentive Package for 
Mobile Phone Assembly / 
Manufacturing in Pakistan – PTA 

Policy and
Regulation
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KRN defines ‘Innovation’ broadly as any 
solution that has potential to improve 
existing practice in areas of access to 
finance for SMEs as well as individuals. 
Through partnerships with the private 
sector, financial institutions, and innovators 
in the market, KRN seeks to create a 
demonstration effect for innovation by 
using the challenge funds approach. 
Currently KRN runs two types of 
challenges: thematic challenge rounds 
focused on complex problems within the 
SME finance space and the women 
entrepreneurship challenges (WEC) that 
aim to support women-led businesses 
across Pakistan. 

WEC will be replaced by Women Ventures 
from next financial year.

Innovation
Challenge Fund

The ICF rounds are split into two areas, 
including: Innovation Challenge Rounds 
and the Women Entrepreneurship 
Challenge (WEC).  Currently, the 
following rounds are on-going.

ICF3 - Innovative Credit Scoring of 
SMEs

Under this challenge round, Allied Bank 
Limited (ABL) and a consortium 
between DigiServ and Bank Alfalah 
were selected to develop credit risk 
models for lending to SMEs.
 
ABL has developed a collateral free 
lending facility for auto parts 
manufacturers under its “Allied Easy 
Finance” initiative. The facility will be 
piloted next year and then 
commercialized. BAFL and Digiserv’s 
are currently developing a credit 
scoring model for SMEs, using data 

Women
Entrepreneurship
Challenge
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available from the existing supplier and 
distributor networks of SMEs. This will 
be transactional data of SMEs 
connected to large corporations. The 
model is expected to be finalized in the 
upcoming year and piloted through 
BAFLs SME Portfolio.

ICF 4- Financial Inclusion of Women

The challenge round, jointly administered 
by the DFS and the KRN Innovation 
teams, focuses on gender-smart, 
women-centric financial products and 
services that reflect the needs and 
preferences of female customers. The 
goal of the FIWC is to pilot the 
recruitment of female agents by the 
NRSP to increase uptake of the financial 
services offered by the institution.

Market scoping exercises have revealed 
that unfavorable business and regulatory 
environments, coupled with societal and 
cultural barriers, lack of networks, 
knowledge and links to high-value 
markets impeded access to finance for 
women-led and managed businesses. 
While this is a problem for SMEs in 
general, it has a disproportionate impact 
on women entrepreneurs in Pakistan. 
Recognizing this challenge, KRN 
launched a sustainable strategy to 
address this significant market gap. KRN 
launched its own programme to serve 
women-owned businesses.

Women Ventures (WV)

After conducting three rounds of the 
WEC and supporting more than 60 
women across the country, KRN, with the 
intention to scale this effort, re-branded 
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and restructured the WEC into this new 
programme. In addition to having a 
year-round open application process, 
instead of a call to application as in the 
WEC, the WV incorporates learnings from 
the design and administration of the 
previous rounds under the WEC. WV is 
also open for partnerships with Venture 
Capital entities and 
Incubators/Accelerators and so far, two 
deal referral partners (Social Innovation 
Lab and Telenor Velocity) and one 
co-investment partner (Fatima Gobi 
Ventures) have been onboarded.

Activities during this year include:

Women Entrepreneurship Challenge 
(WEC) 2019

After a rigorous selection process, 6 
women led businesses received funding 
under WEC 2019. These businesses, 
belonging to a variety of sectors, are 
owned and managed by women.

COVID Response

Specific activities were undertaken 
during the year to curtail the negative 

economic impact caused by the 
outbreak of COVID 19 on KRNs portfolio 
of women led businesses. The ICF/MEL 
team conducted a survey of the 18 
businesses to understand risks to 
business operation and continuity. The 
findings from the survey have been used 
to inform mitigation strategies for 
supporting KRNs portfolio of women-led 
businesses under WEC. The initiatives 
included:
 
1) Deferral of markup and principal 

repayment schedules for the 
businesses – Provided to 7 
businesses

2) Grant salary support package to 
prevent worker layoffs – Impacted 
approximately 456 employees 

3) Working capital support in the 
economic slowdown phase - 
Provided to 7 businesses



COMMUNICATIONS
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KRN Knowledge Management & 
Communications (KMC) works closely with 
internal and external stakeholders to 
develop evidence-based insights and 
solutions in an attempt to influence market 
change.

Regulatory Framework for NBFCs in 
Pakistan - The SME Lending 
Perspective

This research brief takes a closer look 
into amendments by the SECP to the 
Non-Banking Finance Companies and 
Notified Entities Regulations (2008) 
and highlights effects of these 
amendments on the SME landscape in 
the country.

KRN Data Portal 2.0

The Knowledge Management team has 
developed an interactive data portal 
aggregating financial and economic data 
for Pakistan from multiple publicly 
available sources. The portal provides 
stakeholders of the financial inclusion 
industry - policymakers, private sector 
and public sector institutions - a wide 
range of data to meet their respective 
information needs. The Data Portal went 
live in March 2019 with four initial data 
categories - SME data, Branchless 
Banking data, Agriculture data, and 
Demographic data. The portal is now 
being updated to further enhance the 
utility, user experience and visibility of the 
portal. The KRN data portal 2.0 will be 
launched next year. 

KRN Communications team consistently 
upscaled its communication efforts by 
moving towards more strategic and 
focused communications through social 
media campaigns, press releases, 
videos, live media events etc. to target 
wider audiences. KRN issued 13 press 
releases during the year which were 
published in more than 19 newspapers.

Knowledge
Management

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

Survey to Assess Economic Impact 
of COVID-19 on Domestic SMEs

Given the impact on the global 
economy resulting from the 
importance of COVID 19, SMEs have 
been facing numerous challenges. To 
understand the impact on Pakistan’s 
SMEs, the Knowledge Management 
team undertook an online survey of 
123 SMEs across the country and 
shared results with stakeholders, with 
the intention of surfacing targeted 
support for easing the economic 
impact on SMEs in the country.

Monetary Easing Policies to Curb 
Economic Impact of COVID-19

This note summarizes key monetary 
measures taken by Central Banks 
across different countries (China, 
United Kingdom, USA, Japan, India, 
Malaysia, South Africa & Pakistan) to 
minimize disruption faced by MSMEs. 
The note was shared with the SBP to 
aid its effort in crafting similar 
measures for MSMEs in Pakistan.

Karandaaz
Communications
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A major highlight of the year was the 
organization of a high-level Pakistan 
Innovative Finance Forum in November 
2019. The conference received 
considerable print and electronic media 
coverage.

In total almost 14 training and workshop 
ceremonies, signing events, and visibility 
engagements were held during the year. 
An extensive digital advertisement and 
social media campaign was also run for 
Financial Inclusion of Women Challenge 
2019.



OUR PEOPLE 
OUR PRIDE
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At KRN, we believe our people are our 
biggest assets. Our culture revolves around 
an essential set of values - innovation, 
collaboration, accountability, respect and 
equity (ICARE) that all our employees live 
by every single day. We continuously aspire 
to build a high-performing team which is 
driven by a strong sense of purpose to 
achieve our vision of having a financially 
included and economically empowered 
Pakistan. As KRN operations expanded 
during the year with new projects and 
additional investments, there was a need to 
increase human resource for efficient 
programme delivery. Accordingly, total 
active headcount at KRN grew from 51 To 
55 active employees, the HR team 
recruited 14 positions (including 
replacements) during the year. 9 staff 
members were recruited virtually during 
the lockdown period, without 
compromising on orientation sessions and 
linking them with respective teams.
 
With the intention of continuous 
investment in staff development, we 
ensure that our employees undertake 
trainings that enhance their professional 
acumen and contributes to efficient 
delivery of their job responsibilities. This 
year, 10 individuals attended job specific 
trainings. 

KRN aims to maintain gender balance 
at the staff and Board level and 
non-discriminatory policies. KRN was 
acknowledged at the National level 
this year, and has been awarded with 
the following two Diversity awards:

• Global Diversity & Inclusion 
Benchmarks Conference 2020 for 
highest percentage of female 
Board members

• Gender Diversity Award 2018 (CFA 
Society March 2019)

HR response to COVID 19

The emergence of the coronavirus 
(COVID 19) has been a challenge 
globally, for operating Business as 
Usual (BAU). Amidst the measures to 
control the spread of COVID 19 in 
Pakistan, KRN instituted a work for 
home policy for its staff. In 
implementing this policy, the required 
technological, physical and social 
support was ensured for all members 
of our team. As a result of these 
policies and the commitment of our 
staff, we were able to maintain 
productivity. The organization, 
realizing the threat of the virus, will 

Diversity & Gender Initiatives

Karandaaz strives to attract top quality 
talent   and ensures a healthy diversity 
in the team which is at the core of KRN 
values and culture. This commitment 
is demonstrated by the following 
statistics, As of 30th June, 2020;

33%
of the BoD

are women 

43%
team leads
are women

31%
of the staff
reports to
a female

supervisor

More than Women
constituted 

60%
of the total
promotions

in 2019 
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also be designing new long-term 
strategies to optimally support the 
new norm of remote working.  

Conscious of the effects of the 
lockdown on mental and physical 
health of individuals, KRN organised a 
virtual counseling session with 

psychologist, Zehra Kamal on 27th 
March, 2020. The session entailed 
conversations on balancing 
professional and domestic 
expectations while prioritizing mental 
and physical well-being during 
lockdown.



CORPORATE
GOVERNANCE
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Corporate Governance and internal 
controls are a very high priority at KRN. 
KRNs strength lies in having a committed 
and experienced board that is devoted to 
the cause and vision of financial inclusion.  
Whereas the competent board of KRN 
provides the overall strategic direction, the 
sponsors ensure that all investments result 
in the desired impact. 

To further strengthen the governance 
framework, the KRN board completed its 
second self-evaluation which was 
externally moderated by PwC during the 
year. It was ensured that all the 
recommendations of the board from this 
evaluation were appropriately addressed. 
In line with international best practices in 
corporate governance, board 
self-evaluation is conducted every year. 
This year, board was extensively engaged - 
a total of 8 board meetings, 3 Extraordinary 
General Meetings, 1 Annual General 
Meeting and 14 committee meetings were 
held. These led to agile decision making 
and delivery of the overall workplan for 
KRN, including swift response on COVID 
related interventions. KRN also obtained a 
total of 9 special SECP approvals during 
the year from the commission during this 
year, including investment in associated 
companies and addition and resignation of 
board members. 

Composition of the Board

KRN Board comprises of 8 Independent 
Directors and 1 Ex-officio Executive 
Director (CEO). During FY 19-20, there were 
several changes in KRN Board. Ms Maha 
Bahou and Ms Sadia Khan resigned from 
the board of directors and were replaced by 
Mr Musadaq Zulqarnain, Mr Shahid 
Ghaffar and Ms Durdana Achakzai who 
bring a rich background of varied 

experiences in the domains of SME, 
Regulatory, Audit and DFS. This year, Board 
elections were also conducted in line with 
the requirements of KRN Articles of 
Association and a board of 9 members 
was appointed. These include 8 elected 
members (of which 6 members were 
reelected) and one Ex-officio appointment 
of the CEO as a Director on the board. 
Board reviewed the composition of the 
Board committees and Advisory 
committees. With the addition of two new 
members, Ms. Durdana Achakzai was 
appointed on DFS Advisory Committee and 
Mr. Shahid Ghaffar was added to the KRN 
Audit Committee. 
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3 Resigned on 5th March, 2020
4 Resigned on 13th November, 2019
5 Joined on 23rd August, 2019
6 Joined on 29th June, 2020
7 Joined on 29th June, 2020

Karandaaz Board of Directors Total number of
BOD meetings held

Total number of
 meetings attended

Ms. Shamshad Akhtar (Chairperson)

Mr. Shamim Ahmad Khan

Syed Salim Raza

Ms. Sadia Khan3 

Ms. Romana Abdullah

Mr. Khurram Zafar

Ms. Maha Bahau4 

Mr. Musadaq Zulqarnain5 

Mr. Shahid Ghaffar6 

Ms. Durdana Achakzai7 

Mr. Ali Sarfraz Hussain                                
(Executive Director & CEO)

Mr. Khurram Zafar - Director (Chairperson)

Mr. Musadaq Zulqarnain - Director

8

8

8

4

8

8

3

8

1

1

8

8

7

7

1

8

8

0

7

1

1

8

Nominations and Human Resource Committee (Meetings Held: 2) 

Mr. Shamim Ahmed Khan - Director (Chairperson)

Mr. Musadaq Zulqarnain - Director

Mr. Shahid Ghaffar - Director

Audit Committee (Meetings Held: 3) 

Mr. Khurram Zafar - Director (Chairperson)

Syed Ali Mehmood - Programme Officer BMGF

Ms. Durdana Achakzai - Director

Mr. Ali Sarfraz - CEO KRN Pakistan

Mr. Waqas ul Hasan - Senior Private and Financial Sector Development Adviser, FCDO 

Mr. Rehan Akhtar - CDO KRN Pakistan

DFS Advisory Committee (Meetings Held: 3)
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Ms. Romana Abdullah - Director (Chairperson)

Syed Salim Raza - Director

Mr. Azmat Nawaz - Member Investment Committee

Mr. Waqas ul Hasan - Senior Private and Financial Sector Development Adviser, FCDO 

Mr. Yameen Kerai - Member Investment Committee

Mr. Ali Sarfraz- CEO KRN Pakistan

Mr. Navid Goraya - CIO KRN Pakistan

Mr. Ammar Habib Khan - Head of Risk and Compliance KRN Pakistan (Observer)

Investment Committee (Meetings Held: 6)



CHALLENGES &
FUTURE OUTLOOK
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KRN Pakistan’s vision remains an inclusive 
economy, where an increasing number of 
businesses and individuals have access to 
appropriate financial services, allowing 
them to reach their full economic potential. 
In almost six years of our operational 
history, we have partnered with various 
stakeholders in the financial ecosystem of 
Pakistan and have undertaken several 
transformational projects. We have 
therefore been able to create significant 
positive impact on financial inclusion. 

With a key focus on marginalized segments 
of society, such as women and youth, we 
ensure equity in all our interventions. We 
understand the benefit of financial inclusion, 
and we constantly pilot, scale and 
implement new and innovative solutions 
that have high potential of accelerating 
financial inclusion in Pakistan. 

There exist numerous challenges to our 
work but we continuously strive towards 
overcoming these challenges. With the 
advent of COVID 19, the existing challenges 
to our work have been exacerbated. 

Challenges & Risks

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

• The emergence of the coronavirus 
(COVID – 19) has severely impacted 
the global economy. This impact has 
also been faced by both SMEs and 
individuals in Pakistan and has 
manifested in the form of 
unemployment, business slow down, 
disruption of supply chains etc. While 
we have proactively addressed the  
negative impact of COVID 19 on our 
portfolio of businesses, we have also 

supported regulators and policy makers 
in the ideation of innovative 
measures to ease the impact on 
Pakistan’s financial and economic 
ecosystem. However, we fear that 
the global and local spread of COVID 
19 may continue into next year, and 
we will have to develop new 
interventions that strengthen the 
capacity of SMEs and individuals to 
operate in uncertain environments. 
Only through these efforts will we be 
able to achieve the impact 
parameters that govern our 
institution.

• Uncertain situations, limited local 
and international travel, and work 
from home policies will impact the 
pace of work of our large-scale IT 
projects - such as the MPG, BISP, and 
CDNS. We will need to evolve 
strategies for remote deployment 
and platform and potentially use 
cloud based services while ensuring 
the security and protection of data.

• While regulators are seen as 
progressive, the appetite for 
innovation in the financial sector in 
Pakistan remains minimal. Pushing 
for new products and services that 
serve the SME space and the women 
entrepreneurship space better will 
continue to be our priority. We will 
have to develop strong partnerships 
in the financial sector to ensure 
individual champions lead innovation 
efforts in the financial ecosystem.

• The deployment of capital will pose a 
challenge as financial institutions 
have started consolidating their 
portfolios.    



 Outstanding SME finance credit by 
banks has already dropped by almost 
20% since December 2019.  As KRN 
works through banks for providing 
bulk of credit to SMEs under risk 
participation arrangements, it is 
expected the attenuated risk appetite 
of banks will adversely impact our 
deployment. We will need to evolve 
fresh strategies to reach the retail 
SME market. 

Future Outlook 

KRN has been able to create a significant 
footprint in the financial ecosystem of 
Pakistan, through effective partnerships 
and collaborative working with eco 
system players. Reaching this milestone, 
we are cognizant of the need to take a 
closer look at our impact till date and 
inculcate the experiential knowledge into 
new ventures.
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In the next year, KRN plans to set up an 
SME focused NBFI which can provide 
retail level credit products to SMEs.  The 
business case of the entity has been 
prepared and it is expected that after 
approval, the process of financial close 
will be completed by December 2020.  In 
addition, we are negotiating with the 
current sponsors of Pakistan Credit 
Guarantee Company (PCGC) which will 
provide SME credit guarantees to Banks 
and NBFIs.  We will be focusing on 
expanding our equity pipeline while 
ensuring that all our investments create 
significant additionality i.e. alleviate 
capital constraints for SMEs while 
creating employment opportunities.

Our DFS portfolio has also expanded 
during the year. With the addition of 
large-scale interventions with the SECP, 
BISP and PMN, we will strive to positively 
impact the DFS ecosystem of Pakistan. 
Our priority in the next year is to deliver 
these key digitization projects including 
the deployment of our major project- 
MPG with SBP.

Under our Innovation work, the 
implementation of WV programme 
under the new structure will be the focus 
of the team. Similarly, we will work to 
develop new partnerships with VCs and 
incubators/accelerators to ensure 
consistent, high quality inflow deals for 
the programme.

We will also launch a new ICF round that 
is centered around solving a major 
bottleneck in the financial services 
space. We will undertake various 
national level research exercises next 
year to bridge knowledge gaps in the 
financial inclusion ecosystem. 
Importantly, we have designed a new 
data portal to improve data analysis for 
research. The implementation of the 
newly designed data portal will be the 
focus of our Knowledge Management 
team.  

With a growing portfolio in all focus 
areas, it is critical that KRN has an 
experienced and skilled board of 
directors. We will work towards 
strengthening our general body with 
increased participation so that a pipeline 
of potential Directors is available.  We will 
also continue to engage with 
international development partners to 
introduce global best practices that 
strengthen the impact of KRN 
interventions. 

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

CEO and Executive Director Chairperson
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