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I. EXECUTIVE SUMMARY  

1. Strengthening the governance oversight of the Punjab Pension Fund and the 
Punjab General Provident Investment Fund, collectively referred to by the 
Government of Punjab as the PPF, is under review by the PPF Management 
Committee (MC) Governance Sub-Committee and ultimately is to be 
addressed through action by the PPF Management Committee.  

2. The path to achieving enhanced governance practices is neither easy nor 
quick. Improving governance of the management of the PPF investment 
funds is demanding in consideration that oversight relates to civil service 
pension and provident fund assets that are being managed by government 
officials. According to a recent OECD Working Paper: The absence of an 
arms-length relationship between the government and the reserve 
[investment] fund’s governing body can facilitate political interference in the 
management of the fund1.  

3. It is this lack of an arm’s-length relationship between government officials and 
public assets that creates the complexity in designing and implementing 
good governance that ensures at all times the investment policy and each 
investment decision are being made free of outside interference. As 
explained in the Consultant’s previous Report2: Governance is the statutory 
obligation to exercise all reasonable prudence in the discharge of the duty to 
implement an Investment Policy. Good Governance occurs in an atmosphere 
of transparency, in easy to monitor and audit results and procedures and 
through independence from political influence and conflicts-of-interest. The 
Consultant recommends that a higher level of transparency and disclosure in 
the management of the accumulating assets of the Punjab Pension Fund and 
the Punjab General Provident Investment Fund is required in order for good 
governance to be achieved.  

4. The Consultant’s recommendations, designed to significantly improve the 
governance of the investment funds, would require action to be taken by 
three groups, each of which plays a key role in ensuring proper governance:  

a. The Government of Punjab (GoPb), which is comprised of two parts:   

i. The Punjab General Assembly, which enacted the original Laws 
and Rules related to the Punjab Pension Fund and the Punjab 
General Provident Investment Fund; and  

ii. The Finance Department, which has authorized a financing plan 
for each of the two Investment funds and authorizes annual 
budget transfers.   

                                                 
1  Governance and Investment of Public Pension Reserve Funds in Selected OECD Countries. Mr. Juan 
Yermo. January 2008. OECD Working Paper on Insurance and Private Pensions No. 15. Paris, France.  
2  An earlier Report was issued on this subject, referred to as Investments & Governance of the Punjab 
Pension Fund and the General Provident Investment Fund under TA 7003-PAK Punjab Government 
Efficiency Improvement Program, March 2009. 
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b. The Management Committee, which is the current oversight group 
that was specified under the original Law and Rules of the two 
investment funds.  

c. The PPF3, which is the investment unit that is responsible for the day-to-
day management of the investment funds.  

5. The illustration below reflects the role of each entity for which the Consultant 
made recommendations: Punjab Provincial Assembly, Government of Punjab, 
Finance Department, Management Committee and the PPF (investment unit 
of the investment funds). 

Figure 1 – Punjab Provincial Assembly 

GOVERNMENT OF PUNJAB

Punjab Pension Fund Punjab General Provident 
Investment Fund

PPF (investment unit)
Day-to-Day Investment Management

GoPb finances 
investment fund

GoPb finances 
investment fund

Currently, the majority of the Management Committee members lack technical investment 
experience, yet they are providing oversight to the PPF that manages the investment funds. 

Finance Department 
GoPb Budget

PUNJAB PROVINCIAL ASSEMBLY 
approved the PPF Acts & Rules 

PPF 
Management Committee

oversight functions

 

                                                 
3  The term PPF is confusing as it refers to three different entities: a) the first investment fund, which is 
the Punjab Pension Fund (PPF); b) both investment funds are collectively referred to as the PPF; and c) 
the investment unit that manages the investment funds is also called the PPF. As one of the 
recommendations made by the Consultant, clarifying or unraveling these confusing references would 
also be an improvement in the management and governance oversight of the two investment funds.  
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6. There are compelling benefits to be realized for these groups in adopting the 
recommendations to enhance the governance oversight. The benefits are 
divided into four categories.   

a. Improving investment return performance. A growing body of evidence 
(examples were outlined in the earlier report) supports the argument that 
weak governance often results in lower investment returns over the long-
term, which is the nature of both the Punjab Pension Fund and the 
General Provident Investment Fund. Multiple long-term studies4 that 
analyzed the long-term investment returns for pension and provident funds 
indicate that stronger governance oversight often correlates to fewer 
opportunities for fraud, embezzlement, errors, omissions and common 
miscommunications, which have an effect of lowering long-term 
investment returns.  

b. Decreasing opportunities for applying inconstant investment policy and 
objectives, which also impacts long-term investment returns. When 
governance leadership is comprised of management committee 
members who have a deep technical understanding of investments, 
financial markets, investment products and related financial issues such as 
auditing financial transactions in accordance with International Financial 
Reporting Standards (IFRS), there are far fewer opportunities for problems 
in managing investments. Conversely, when the members of the 
Management Committee lack specific technical expertise, they are 
inclined not to understand the technical policies over which they are 
appointed to administer and are unable to provide timely and relevant 
responses that managing investments require.  

c. Improving effectiveness of investment risk management. A strong 
governance oversight policy can create an environment in which 
investment risk management is defined and managed through appointing 
investment-experienced management committee members and 
implementing membership rules for clear conflict-of-interest rules and a 
professional process to appoint and / or remove management committee 
members. Again, enhanced risk management5 is regarded as an 
opportunity to reduce the likelihood of lower investment returns.  

                                                 
4  Studies were referenced in the predecessor report, Investments and Governance of the Punjab 
Pension Fund and the General Provident Investment Fund under TA 7003-PAK Punjab Government 
Efficiency Improvement Program, March 2009. Additional references include: How much is Good 
Governance Worth? Ambachtsheer, Keith. The Ambachtsheer Letter 245 (June 2006). www.kpa-
advisory.com/ambachtsheer.htm and Best-practice Investment Management: Lessons for Asset 
Owners from the Oxford–Watson Wyatt project on Governance. October 2007. Clark, Gordon L., and 
Urwin, Roger. www.watsonwyatt.com/europe/research/resrender.asp?id=BPIM-2007-A&page=1  
5  According to Fiduciary and Investment Risk Management Association (FIRMA), an industry leader of 
fiduciary and investment risk management education for pension fund trustees and trustees of other 
investment funds.  
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d. Increasing the continuity and improvement of the investment functions of 
the PPF. According to the Ontario Pension Board6 good governance is the 
single most important requirement for continuity to and improvement of 
the investment functions of public pension funds.   

                                                 
6  Engaging in Good Governance, a publication by the Ontario Pension Board (sole purpose 
management committee that provides governance oversight of the staff that manages the 
investments of the pension assets of Ontario) outlines the commitment of OPB members to being 
publicly accountable for their actions, votes, opinions and actions.  
http://www.opb.ca/portal/ShowBinary?nodePath=/OPBPublicRepository/OPB/Publications/Shared/Boo
klets/en/Engaging%20In%20Good%20Governance 
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II. BACKGROUND  

7. The Asian Development Bank is providing technical assistance under the 
Support to Governance Reforms in Pakistan, subproject Punjab Government 
Efficiency and Improvement Program (PGEIP) ADB TA 7003 - PAK. Assistance 
has been extended to the Punjab Finance Department to improve financing 
its accrued pension and general provident fund liabilities. As part of this 
process the Consultant was asked to review the governance structure of the 
investment oversight and investment management of the PPF investment 
funds.  

8. The Consultant identified, reviewed and recommended improvements to 
strengthen the governance oversight of the PPF. The Consultant’s 
recommendations were made following discussions with the General 
Manager, the previous acting General Manager, Chief Investment Officer 
and others and after reviewing the key documents7 of the PPF.   

9. The PPF Management Committee has started the process to analyze the 
Consultant’s governance oversight recommendations. The General Manager 
of the PPF presented the Consultant’s report. The PPF General Manager 
requested that the Consultant present and discuss the governance oversight 
findings and recommendations. A copy of the Consultant’s presentation to 
the Governance Sub-Committee is provided at Appendix A.  

10. In consideration of the opportunities for positive results from implementing 
improvements to the governance structure, the Consultant repeats the earlier 
recommendations that the three groups involved in the management and 
oversight of the investment funds would assess the current governance and 
take appropriate action to strengthen the oversight and governance 
process.  

11. The remainder of this Status Update outlines the interaction with the 
Governance Sub-Committee on the Consultant’s recommendations.  

                                                 
7  The Governance Policy of the Investment Funds is reflected primarily in the establishment and 
operating norms of the Management Committee, defined Sub-Committees and rules of membership of 
the Management Committee. The Punjab Pension Fund Act of 2007 and the Punjab Pension Fund Rules 
formalize these relationships. Similar Act and Fund Rules have been drafted for the Punjab General 
Provident Investment Fund. 
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III. PRESENTATION TO THE GOVERNANCE SUB-COMMITTEE  

12. The Governance Sub-Committee members identified concerns that 
underscored issues addressed by the Consultant in the Report. Similar to other 
oversight committees responsible for investment management functions of 
government pension and provident fund assets; there was a lack of clarity 
among members of the Governance Sub-Committee of who is responsible for 
specific actions. Exhibiting a high degree of clarity and bringing focus to the 
activities of the oversight committee is a defining point of strong governance. 
Oversight boards whose members are not technically trained in the subject 
matter of the board and are primarily ex-officio members frequently lack a 
uniform understanding of the roles of each member of the Management 
Committee. This lack of uniform understanding often exposes ex-officio 
Management Committee members8 to public criticisms.  

13. Two important recommendations were implemented and are noted below: 

a. Transferring the investment management of the already accumulated 
monies from the management of the Finance Department to the 
management of the PPF (investment unit). This action was taken the 
provincial government, not the PPF Management. It was approved by the 
Finance Secretary.  

b. Approving a revised Financing Strategy that reflects the current plan of 
the Finance Department and GoPb to affect budget transfers to manage 
the pension and General Provident Fund expenditures for the employees 
of the provincial and district governments. This action was taken the 
provincial government, not the PPF Management. It was approved by the 
Finance Secretary.  

14. The Consultant’s earlier Investment & Governance Report described how 
improving governance oversight can create opportunities for earning higher 
investment returns while simultaneously reducing risks associated with 
government officials managing pension and provident funds: likelihood of 
problems ranging from errors, omissions, fraud, embezzlement and 
misunderstandings when there is not a clear mandate or clear rules and 
guidelines for investment management.  

                                                 
8  According to surveys conducted by the National Association of Public Pension Attorneys (NAPPA), 
an industry association comprised of legal advisors to governmental investment oversight management 
committees. Good Pension Governance: An Advocate’s Guide for Improvement, The NAPPA Report, 
Volume 14, Number 5. Sacramento, California, USA. http://www.nappa.org/  
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15. Despite identifying strengths and weaknesses of the current governance structure and proposing specific steps to 
strengthen the oversight process several points were raised  questioning the merits of strengthening the governance. The 
points raised were primarily grouped into three overlapping categories:  

 Governance Sub-Committee Feedback  Consultant Reply  
1 Implementing some recommendations would be time-consuming 

and require changes to the Acts and Rules under which the 
investment funds were created and operate. Such changes 
would require that the Punjab General Assembly authorize 
changes to the Acts and Rules, which cannot be assured. 

Indeed, modifying the Acts and Rules is time-consuming and there is 
no assurance that modifications brought to the Assembly will be 
approved. Nonetheless the current governance  structure needs 
improvement. If changes are delayed and in the interim there are 
problems the officials would be criticized. 

2 There was not a consensus among all members of the 
Governance Sub-Committee that a deep and broad technical 
investment expertise of the members of the Management 
Committee was needed. Further, if this recommendation was 
agreed to, it would have the impact of implementing an 
oversight board that did not consist of the majority of members 
who would be ex-officio members as the majority of GoPb 
officials do not have deep and broad technical investment 
expertise.  

The Consultant and Governance Sub-Committee members discussed 
a possible solution to working through this issue would be a planned 
phased-in approach that would continue the current process of 
replacing members who lack considerable investment expertise with 
new members who bring a long history of working in the financial and 
investment markets in Pakistan to the oversight role. If this were 
implemented another recommendation would be also be required – 
the recommendation to create a series of member rules including how 
members are selected and appointed, control over selection and 
appointment of new members and membership conflict-of-interest 
rules.   

3 The GoPb worked with a previous ADB Consultant and now, with 
another ADB Consultant additional changes were being 
recommended. Some Governance Sub-Committee members 
questioned whether changes would continue to be 
recommended in the future.   

During the last five years financial markets around the world have 
experienced unexpected and tumultuous disruption, including 
Pakistan’s financial markets. One finding identified as a result of the 
market disruptions has been  the need for better and more carefully 
structured governance oversight of the financial decision makers and 
senior executives of investment funds. Thus, some of the changes 
indicated by the current ADB Consultant has been in response to 
financial market regulators around the world, including Pakistan’s SECP 
and the SBP. Further, new financial products and services are routinely 
introduced into Pakistan’s financial markets – as they are in all financial 
markets around the world – and existing products are restructured and 
redesigned in response to new regulatory requirements and market 
changes. Thus, the Consultant would advise that the members of the 
Management Committee should expect ongoing and continued 
adaptation to their Investment Policy in response.  
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16. During discussions the members of the Sub-Committee informally reached a 
consensus on two important governance related recommendations:  

a. The recommendation that the oversight of the investment funds of the 
PPF should follow the SECP mandated rules for Non-bank Financial 
Companies (NBFC). Although not subject to the NBFC rules, as 
governmental entities presently are exempt from SECP regulation and 
supervision, the Sub-Committee members agreed that it would be their 
preference to communicate to the Management Committee that the 
various entities of the PPF (the investment funds, the investment unit 
that manages the day-to-day operations and its oversight 
Management Committee) should follow the NBFC rules. The earlier 
report outlined the advantages of following the standard NBFC rules, in 
part, due to the ease of not having to constantly make changes to the 
Acts and Rules beyond a current requirement that would state that as 
the SECP NBFC rules were modified, such changes would be adopted 
by the oversight of the PPF investment funds as well.  

b. The recommendation that open and transparent communications 
should be the standard as relates to publishing investment results of the 
investment funds of the PPF. The General Manager of the PPF has 
already undertaken key steps to implement this change through the 
establishment of the PPF website. The Consultant recognizes this 
important step and would encourage meeting all recommendations 
related to open and transparent reporting of investment returns, 
investment holdings, comparison between the investment returns and 
targeted benchmark investment returns, investment expenses, 
membership of the Management Committee and the management 
and staff of the PPF investment unit.    

17. The remaining recommendations related to Governance and Investment 
Policy have been reviewed, analyzed and discussed. Measureable decision 
making has been hindered by three factors:  

a. The lack of investment expertise among members of the Management 
Committee requires substantially more time to explain and review to the 
members the impact and meaning of recommendations. The ex-officio 
status of many members continues to causes delays in Management 
Committee meetings and even in meetings of Sub-Committees despite 
their smaller size (often only three or four members have to be 
coordinated). This results in a lack of consensus among the members of 
the Governance Sub-Committee and the Investment Sub-Committee as 
to the need to improve, enhance and strengthen governance and the 
investment policy.  

b. There is a lack of agreement as to the timing or even to the plan to pursue 
changes that will require amendments to the Acts and Rules that originally 
created the Investment Funds. Changes to the Acts and Rules require that 
the matters be brought before the provincial assembly for a vote and 
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therefore these recommendations are considered more challenging and 
that they be carried out at the “right time.” 

c. The Financing Plan, recently approved by the GoPb, included a strategic 
change to develop “buffer funds.” This is in contrast to the previous 
Financing Plan that had focused on long-term development of multi-billion 
rupee valued funds. Targeting smaller fund values requires a re-focus to 
shorter-term investment horizons, in turn requiring that the General 
Manager and the Chief Investment Officer alter investment strategies and 
communicate such changes to the PPF Management Committee. The 
General Manager and Chief Investment Officer play key roles in guiding 
the PPF Management Committee members to better understand the 
governance and investment policy recommendations. Thus when their 
attention is re-focused to updating the PPF Management Committee on 
the impact of the new Financing Strategy attention is taken away from 
the recommendations.  

18. The remaining Report describes the actions taken by the Management 
Committee and the General Manager of the PPF and his staff as regards the 
Consultant’s governance and investment policy recommendations.   
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IV. RESPONSE BY THE MANAGEMENT COMMITTEE TO RECOMMENDATIONS 

19. The Consultant’s Investment & Governance Report consisted of an analysis of 
and recommendations to strengthen the investment and governance 
oversight of the PPF. To review and respond to the recommendations the PPF 
Management Committee formed a Governance Sub-Committee to review, 
evaluate and make its own recommendations related to improving the 
governance, or protections, of the investment funds.  

20. The Management Committee had already formed the Investment Sub-
Committee, which was charged to review, evaluate and make its own 
recommendations to improving the function of the investment management 
through the Investment Policy.   

21. The Actuary presented a restructured Financing Plan to the Finance 
Department, which would require that the General Manager and Chief 
Investment Officer structure investment funds with a short-term investment 
horizons and, in their opinion, would reduce the universe of suitable 
investments by limiting the types of investments, securities and deposits. They 
expressed concern that the revised Financing Plan would limit investment 
returns due to shorter outlooks that would entail the use of shorter maturities. 
By contrast the earlier Financing Plan had envisaged long-term growth in the 
Investment Funds through budget transfers and long-term investment 
opportunities.  

22. The revised Financing Plan was approved by the Finance Department and 
the GoPb. The General Manager and Chief Investment Officer of the PPF had 
recently reviewed the impact of the changes in the Financing Plan to their 
preliminary investment strategies.  

a. The revised Financing Plan resulted in the General Manager and Chief 
Investment Officer changing three recommendations:  

i. Defining the cashflow needs for each Investment Fund;  

ii. Defining the investment objectives of the GoPb for each 
Investment Fund; and  

iii. Designing an investment strategy to meet the investment 
objective using the approved Investment Policy.  

b. The Consultant, PPF General Manager and PPF Chief Investment 
Officer discussed the revisions to the Financing Plan. The General 
Manager and Chief Investment Officer had prepared a presentation 
to the Investment Sub-Committee based on the earlier proposed 
Financing Plan as prepared by the Actuary. They proposed to the 
Consultant that were proceeding with work on the governance and 
investment recommendations but that they first would need to update 
the Investment Sub-Committee and the full Management Committee 
on the financial impact of the revised Financing Plan.  
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i. The Consultant agrees that the change in the Financing Plan will 
impact the three recommendations as outlined above in 
paragraph 18 a (i), (ii) and (iii).  

ii. The Consultant further stresses that each time a change is made 
to the Financing Plan, such steps would be followed by the 
General Manager and Chief Investment Officer. This is standard 
international best practices for investment units managing 
investment funds around the world and in most countries is 
mandated. It is praise worthy that the General Manager and 
Chief Investment Officer took these steps immediately upon 
being informed of the adoption of the revised Financing Plan. It 
is further a reinforcement that the expertise of these two key 
positions is appropriate for their positions.  
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V. MEETING WITH THE GOVERNANCE SUB-COMMITTEE 

23. The Consultant presented the governance recommendations to the 
Governance Sub-Committee in October 2009 but did not present to the 
Investment Policy Sub-Committee as that Sub-Committee convened prior to 
the arrival of the Consultant.  

24. The membership of the Governance Sub-Committee:  

a. GoPb Finance Secretary;  

b. Chairman emeritus of NIT, largest Investment Fund in Pakistan;  

c. Managing Director of PACRA; and  

d. PPF General Manager.  

25. During discussion with the Governance Sub-Committee the Finance Secretary 
expressed preference to consider first the recommendations that would be 
within the ambit of the Management Committee, relevant Sub-Committees 
and the General Manager and his staff. The Finance Secretary indicated 
interest in having the General Manager evaluate whether initially to 
implement recommendations that would not require alteration of the Act or 
Rules. While there are indeed several recommendations that can be 
evaluated and implemented without requiring modification to the Act and 
Rules, the majority of the recommendations to strengthen the governance will 
rely on changes to the Act and Rules.  

26. The recommendations made by the Consultant were not developed by 
priority of which group would be approving the action. The request to the 
Consultant was to evaluate the current Act, Rules, Investment Policy, norms 
and other actions that govern the Investment Management of the Pension 
and General Provident Fund Investment Funds. The goal is to ensure that 
Investment Management would be carried out in an environment of good 
governance. And the Consultant’s recommendations were driven by the 
desire to make sure that the policies set forth by the GoPb would be 
implemented. It is appropriate to establish and implement an Investment 
Management strategy understanding that doing so will require changes at 
the policy level, which would be through the Act, and at the implementation 
level, which would be through the oversight functions and the unit performing 
the day-to-day management. If the decision is taken to implement 
recommendations that are only within the ambit of the Management 
Committee, the Sub-Committees and the General Manager and his staff, the 
Consultant expresses concern that the spirit and intent of the strategic plan 
will not be realized. The Consultant is sensitive to the length of time needed to 
implement changes related to governance and investment policy when 
changes to the Act are involved and is further aware that timing plays a 
crucial role in submitting revisions to the Acts. But if the GoPb remains 
committed to meeting the policy objectives, continued commitment to good 
governance and a sound investment policy are crucial.  
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VI. STATUS OF KEY RECOMMENDATIONS 

27. The following Issues were recommended by the Consultant and discussed 
with the Governance Sub-Committee, General Manager and Chief 
Investment Officer or discussed by the General Manager and Chief 
Investment Officer with the Investment Sub-Committee and then later 
discussed by the General Manager and Chief Investment Officer with the 
Consultant.  

a.  Transfer the management of the investments of the PPF and the PGEIP 
to the General Manager and his staff.  

Decision taken by: Finance Department. Management Committee 
meeting minutes provided by the PPF General Manager to the ADB.  

b.  Design and implement a new financing strategy. Decision by: Finance 
Department.  

Decision taken by: Finance Department. Memorandum provided by 
Finance Secretary to the ADB. 

c.  Prepare cashflow analysis for the PPF and PGPIF. Determine the 
expected cashflow into and out of each Investment Fund for purposes of 
developing the actual-to-estimate expenditure and budget transfer 
projections.  

Action to be taken by: Finance Department and the PPF General 
Manager.  

Status – the Finance Department and the General Manager reviewed the 
cashflow needs in consideration of the revised Financing Plan. No formal 
cashflow plan was approved by the Finance Department or General 
Manager but the cashflow projections were discussed with the Investment 
Sub-Committee by the General Manager.  

d.  Develop and formally approve an investment objective for each 
Investment Fund. The Consultant provided four suggested options as the 
investment objectives for each Investment Fund.  

Action to be taken by:  Finance Department on behalf of the GoPb (as 
the GoPb represents the Investment Funds).  

Status – the action is underway. The General Manager and Chief 
Investment Officer discussed with Consultant. Defined investment 
objectives were provided to the Finance Department and reviewed with 
the Investment Sub-Committee.  

e.  Design and implement an investment strategy for each Investment 
Fund using the MC approved investment policy and the FS/CS approved 
revised financing strategy.  
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Action to be taken by: PPF Management Committee.  

Status - action is underway and discussed by PPF General Manager and 
Chief Investment Officer with Consultant. The General Manager and Chief 
Investment Officer presented their strategies to the Investment Sub-
Committee. 

 
Restructuring PPF Management Committee into an Investment Oversight Board 

28. The following four recommendations relate to restructuring the PPF 
Management Committee into the Investment Oversight Board (IOB) and the 
PPF into the Investment Unit to manage the Punjab Pension Fund and the 
Punjab General Provident Investment Fund. The current structure is defined in 
the Act and the Rules; thus, to implement these recommendations would 
require revising the Act and the Rules.  

a.  Restructure the Management Committee into an Investment Oversight 
Board that would be given authority to: i) supervise the Investment Unit 
that manages the Investment Funds; ii) ensure that the Investment Unit 
managed the Investment Funds within the approved investment policy; iii) 
transfer the organizational plan created for the PPF to the Investment Unit 
and be responsible to hire/fire the General Manager and senior officers; 
iv) approve the operating budgets for the Investment Oversight Board 
and Investment Unit; v) establish rules, norms and reporting requirements 
for the Investment Unit; vi) establish expense caps (cost) and benchmarks 
for each Investment Fund; vii) enter into contracts with external parties 
such as brokers, banks, trustees, independent auditor, etc.; viii) create 
membership rules, conflict-of-interest rules and audit and compliance rules 
to support, recruit and retain qualified Investment Oversight Board 
members; and ix) create, maintain and disband sub-committees as 
needed comprised of smaller groups of Board members who would report 
into the larger Investment Oversight Board with recommendations; and x) 
developing internal and external compliance rules, disclosures, reporting.  

Action to be taken by: The GoPb.  

Status – this was discussed by the Consultant with the Governance Sub-
Committee and General Manager. The Governance Sub-Committee 
agreed to take under consideration but there was a not firm consensus on 
this recommendation.  

b.  Restructure the PPF into an Investment Unit that would: i) manage the 
investments for more than one fund - the Punjab Pension Investment Fund, 
the General Provident Investment Fund and other relevant funds of the 
GoPb; and ii) implement the approved investment policy.  

Action to be taken by: The GoPb as relates to restructuring the PPF 
Management Committee; the Investment Unit (although not called this at 
present) is already implementing the approved investment policy.  
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Status – The recommendation was discussed with the Governance Sub-
Committee which expressed an objection. In the opinion of the Consultant 
the objection was a function of the Sub-Committee members not 
uniformly understanding the value in formally restructuring the PPF (which 
is the name of a single investment fund) into the Investment Unit that 
would be a team with management leadership and technical 
professional staff who would have the manage multiple funds and would 
be overseen by the newly proposed Investment Oversight Board.   

c.  Restructure the role of the General Manager to continue as the CEO of 
the Investment Unit, a technical advisor and the Secretary of the 
Investment Oversight Board, but restricting the CEO (who is currently the 
General Manager) from voting on any issue.  

Action to be taken by: The GoPb, as the role of the General Manager as a 
voting Board member is defined in the Act.  

Status – This was discussed with the members of the Governance Sub-
Committee but no consensus was reached among the members of the 
Sub-Committee.  

d.  Create a time-bound action plan to restructure the new Investment 
Oversight Board to: i) phase-out members who lack investment expertise 
and phase-in members who have deep investment and financial markets 
experience (10 + years); ii) reduce the size of Investment Oversight Board 
to 1 chairman with investment experience and 5 members who each 
have substantial investment experience (from previous MC of 1 chairman, 
6 ex-officio members including the General Manager who was the 
Secretary and voting member) and 4 private sector members; and iii) 
make public record of the votes on all matters before the Investment 
Oversight Board to assist in transparent recordation and accountability of 
each Investment Oversight Board member for each vote.  

Action to be taken by: The Management Committee after the GoPb has 
taken the decision to proceed with the recommendations on the 
restructuring into an Investment Oversight Board.  

Status – As no agreement has yet been reached on the recommendation 
to restructure the Management Committee into the Investment Oversight 
Board and the PPF into the Investment Unit, this issue of creating the 
timeline to implement these changes was not discussed in great detail 
with the Governance Sub-Committee, although they understand that this 
would be the logical next step.  
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Strengthening the Investment Policy  

29. The following three recommendations relate to strengthening the Investment 
Policy and investment management. As the current Management 
Committee approved the Investment Policy, some recommendations will be 
within the purview of the Management Committee. Other investment issues 
are included in the Act and / or the Rule and as such, implementing those 
recommendations will require the approval of the GoPb.  

a.  Strengthen the Investment Policy by: i) redefining investment 
performance benchmarks for each Investment Fund; ii) reinforcing and 
amplifying the powers of delegation; iii) requiring adequate liability 
insurance against errors, omissions, fraud or embezzlement for employees 
managing investments or involved in financial transactions of the Fund; 
and iv) reviewing and accepting recommended Investment Policy text 
changes as made in the Consultant’s Report. 

Action to be taken by: Investment Oversight Board for i) investment 
performance benchmarks; ii) enhancing and amplifying powers of 
delegation; iii) implementing liability insurance; and iv) reviewing and 
accepting some the recommended text changes. Other text changes 
crossover to the Act and / or Rules and thus would take longer to 
implement as they would require crossover to the revised Act and / or 
Rules. All text changes should be evaluated for consideration.  

Status – These four actions was discussed by the Consultant with General 
Manager and Chief Investment Officer. In turn they discussed the 
recommendations with the Investment Sub-Committee. Text changes and 
suggestions regarding the performance benchmarks for each Investment 
Fund were consistent with comments from the General Manager and 
Chief Investment Officer but the Investment Sub-Committee had not yet 
taken decisions or made formal recommendations to the Management 
Committee.  

b.  Implement recommendations related to the sub-committees – 
Investment, Audit/Compliance and Membership.  

Action to be taken by: Investment Oversight Board.  

Status – this was discussed by the Consultant with the members of the 
Governance Sub-Committee but no consensus was reached among the 
members.  

c.  Include in the revisions to the Act and Rules language that would 
describe protocols for the out-flow of monies from the individual 
investment funds (currently language in the Act and Rules focuses 
primarily on the in-flow of monies) to be used to finance the expenditures.  

Action to be taken by: The GoPb, as the Rules were created and would 
be revised through the provincial assembly.  



INVESTMENTS AND GOVERNANCE OF THE PUNJAB PENSION FUND AND THE GENERAL PROVIDENT INVESTMENT FUND 
TA 7003-PAK: PUNJAB GOVERNMENT EFFICIENCY IMPROVEMENT PROGRAM 
 
 

17 

Status – the General Manager discussed with the Investment Policy Sub-
Committee and there did not appear to be a disagreement on this point. 
The General Manager conveyed the plan to take this matter up as part of 
a package of changes to the Act.  
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Agenda

Financing Strategy 
Governance 
Investments 
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Financing Strategy
FD informed ADB of desire to revisit the 
financing strategy

Evaluate factors driving the development of the 
initial strategy 

Evaluate revised projections of accrued and 
future liabilities
Consider current domestic and global economic 
and financial market conditions

Analyze alternative financing strategies

Determine best financing strategy
If different from currently approved strategy 
consider need to revise the Policy Note
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Policy Note: Financing Strategy 1

Punjab FD expressed interest to ADB in 
reviewing the PPF financing strategy 
Present strategy 

Partially fund future liabilities from budget 
transfers
Manage investments in a separate Investment 
Fund from which to finance future expenditures
ADB and Actuary are working with the FD in 
revising projections of the accrued and future 
liabilities
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Policy Note: Financing Strategy 2

If the strategy is revised resulting in the 
projected value of the PPF being

Reduced in size, 
Then the Policy Note may need to be revised 
But possibly fewer recommended changes to the 
Investment Policy 

Not reduced in size, 
Then it is not clear that a Policy Note revision 
would be required 
But there should be a review of the Government’s 
decision to restrict foreign investments from the 
Investment Policy and to consider authorizing 
currency hedging tools
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Policy Note: Financing Strategy 3

Analyze Financing Strategy

Revise actuarial estimates

Review financing strategies

If FD decides pay-as-you-go or 
low level partial financing then

•Policy Note revision should be considered
•Investment Policy comments on foreign 
investment and currency hedging tools are 
not relevant

If FD decides to stay with current strategy, 
which is higher level partial financing, then 

•Policy Note revision may not be relevant 
•Investment Policy comments on foreign 
investment and currency hedging tools 
apply
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Governance

International best practices -
Objectives of good governance 
Key findings Governance

Strengths and weaknesses of the current 
governance structure 

Governance Recommendations
ADB TA support 
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Governance – Int’l Best Practices 1

When governments* manage pension 
investment funds financial losses often 
occur due to weak governance structure

Lack of technical investment expertise of full 
board membership
Outside or political interference in the 
investment process
Lack of clear accountability for investment 
decisions 
Lack of transparency in the decision making 
process

* Several recent studies are referenced by full name in the accompanying Report.



5

9
TA-7003 (PAK): Punjab Government Efficiency Improvement Program

Governance – Int’l Best Practices 2

Investment Oversight Board (IOB) should be
Independent of the government to reduce 
opportunities for influence
Comprised of experienced investment professionals 
Small in size for ease of operations
Stagger membership terms for continuity
Define to whom IOB members are accountable
Define each member’s mandate 

IOB should hire GM and staff who are qualified in 
investments 

IOB should not permit political influence in selecting / 
retaining IOB members or GM or key staff positions
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Key Findings
Governance Strengths 1

Use of Independent 
Auditor
Custodian 
Trustee 
Legal Representative 

Use of 
Approval hierarchy of delegation authority
Sub-committee structures 

Strengths of 
current structure 
– adds levels of 

compliance  
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Key Findings 
Governance Weaknesses 2

Management Committee actions 
Conflict with PPF Act and / or Rules 

but there has been no negative 
consequences

Deferred appointments
Deferments: auditor, trustee, legal rep

Exceeded allowable term of appointment 
of acting GM

12
TA-7003 (PAK): Punjab Government Efficiency Improvement Program

Key Findings –
Strengths and Weaknesses PPF 3

Majority of Management Committee members lack 
previous financial sector and / or investment 
experience

Due to majority of members being ex-officio 
appointments

Changes in membership when officers change results in 
interruption to efficient oversight and requires that new 
members operate with little familiarity of issues

Conflict in role of GM
Both manages the investment functions and is a 
voting member of the oversight board of the 
investment functions 

It is difficult - if not impossible - to supervise oneself
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Investment Oversight Board (IOB) 1

Recommendations to strengthen IOB
Reorganize 

Management Committee of PPF into 
IOB for PPF and GPIF 
PPF into Punjab Investment Unit to reflect 
the single investment management function 
of multiple investment funds

Technically Investment Funds (PPF, GPIF and 
any others) should have no employees

* When governments manage pension investments.
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Investment Oversight Board (IOB) 2

Recommendations to strengthen IOB
Reduce size of IOB (formerly the 
Management Committee) to 5 members 
and chairman to streamline oversight 
Phase-out ex-officio members 
Phase-in members with deep and 
substantial technical investment 
experience
Revise membership rules to support the 
new profile of IOB members
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Investment Oversight Board (IOB) 2

Recommendations to strengthen IOB  
Record individual members IOB votes 
and make information publicly available
Change role of GM – should not be both 
GM of Investment Unit and voting 
member of IOB that oversees the GM

Not proposing to change that GM manages 
the Investment Unit
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Punjab Pension Fund Management Committee
Consists of chairman and 10 members

Chairman
Minister for Finance

Vice Chairman
chief secretary

Member
secretary S&GA

Member
law secretary

Member
finance secretary

Member
chairman P&D

Member/secretary
PPF Gen’l Manager

member
private sector

member
private sector

member
private sector

member
private sector

Source: Punjab Pension Fund Act of 2006 and Punjab Pension Fund Rules.

Sub-committees of the 
Management Committee 
comprised solely of membership of Management Committee

Investment Audit / Compliance

Human Resources

Others as needed and relevant

Key: ex-officio non ex-officio

Government appoints 
vacancies among private 
sector membership

Government of Punjab

Trustee

External Auditor

blend

C U R R E N TC U R R E N T

Punjab Investment Oversight Board
Consists of chairman and 5 members

Chairman
private sector

Investment General Manager

member
private sector

member
private sector

member
private sector

member
private sector

Sub-committees of the 
Management Committee 
comprised solely of membership of Management Committee

Investment

Others as needed and relevant

Key: ex-officio non ex-officio

Government appoints 
vacancies among private 
sector membership

Government of Punjab

Trustee

External Auditor

blend

Human Resources

Audit / Compliance

Membership

member
private sector

P R O P O S E DP R O P O S E D

Governance Oversight
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Governance – ADB TA Support

Assistance in preparation of 
Time-bound action plan to restructure 
the Management Committee into an 
Investment Oversight Board (IOB)
Revising membership rules
Redefining role of GM

Only as relates to voting IOB member
Not proposing to change GM as manager of 
Investment Unit
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Agenda
Investment Policy 

International best practices
Key Findings – strengths and 
weaknesses
Recommendations 
ADB TA Support
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Investment Policy
International Best Practices

Purpose
Establish expectations of IOB and Investment Unit
Formalize investment activities and standards
Effective communication between Investment Unit 
and IOB, Punjab FD, other stakeholders

Define 
Allowable and non-allowable investment categories 
and asset allocation ranges by class, category, risk, 
credit rating
Limits, restrictions and prohibitions
Reporting of investment returns, expenses, cashflow 
and other relevant information 
Rules for addressing errors – minor and major
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Key Findings
Investment Strengths

Organization and design of the 
Investment Policy 

Permissible and impermissible 
investment classes and limits
Use of intermediaries (brokers), bank 
credit ratings, mutual funds and other 
products
Prohibited transactions
Philosophy to delegate some authority
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Key Findings
Investment Weaknesses 1

Investment function control has not yet 
been transferred to the Investment 
professionals of the PPF
Lack of decision on Financing Strategy 
inhibits ability to prepare cashflow analyses 

Needed to properly set forth an investment 
strategy

PPF Act and Rules 
Lack balanced descriptions of money 
in-flow and out-flow of the Investment Fund
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Key Findings
Investment Weaknesses 2

Investment Objective
Government’s risk profile is not clearly 
articulated
Not clear if Investment Objective 
matches the risk profile

Use of delegation of authority (cited 
as a strength) can be enhanced 

Limit post-transaction approval 
requirements 
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Key Findings
Investment Weaknesses 3

Benchmark definitions are not 
consistent with industry standards

Appear to be an objective 
GPD plus 300 bp

Should be comparison of performance of 
a similarly weighted portfolio
Should allow the IOB and FD to easily 
answer the question –

How well is the Investment Unit performing? 
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Key Findings
Investment Weaknesses 4

Lack of investment expense limits
Concern is to ensure no inappropriate expense is 
charged against Investment Funds 
Define limits by percentage of assets being 
managed 
Define categories of allowable expenses, such as

Costs of transactions, trades, broker 
commissions, auditor, trustee, management and 
staff costs of the Investment Unit, IOB costs

Industry standards
Define expense limits - could use SECP NBFCs 
standards 
Mandate expense reporting requirements
Monitor expenses through auditor, IOB and FD
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Key Findings
Investment Weaknesses 5

Prohibition of foreign investments 
If Government takes decision to retain the 
current financing strategy then large 
accumulation Investment Funds can encounter 
capacity restrictions over time 
Lack of supply of suitable long-term investment 
opportunities provided by Pakistan’s domestic 
financial markets – may need to go ex-Pakistan 
to expand supply of suitable investments. 
Doing so will create 

A current account balance problem for the 
Government
A need to authorize currency hedging tools
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Recommendations 1

Transfer control of investment 
functions to the investment 
professionals 
Develop cashflow estimates 

once decision is taken on the financing 
strategy

Amend the Act / Rules to create 
equilibrium on descriptions of money 
in-flows and out-flows
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Recommendations 2

Investment Policy
Clarify investment objectives
Redefine performance benchmarks
Reinforce / amplify powers of delegation
Define expense limits
Require adequate liability insurance
Accept Investment Policy text changes
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Investment – ADB TA Support
Assistance in preparation of 

Revised 
Investment Objectives
Fund Performance Benchmarks
Rules for the powers of delegation 

Defining 
Adequate liability coverage
Eexpense limits

Actions list to more closely align investment 
functions of the Investment Unit to follow the 
SECP rules for NBFCs


