KPMG Tazecr Hadi & Co.
Chartered Accaunions

Pak Oman Microfinance Bank Limited

Financial Statement

For the year ended
31 December 2017



ko

[P LTS R I B

KPMG Tagesr Hadi & Co, Telephane - + 92 (315 1560 5047
Chaftaied ACcounlangs Fax +AF (210 3568 S093
Sheikh Sultan Trusl Buddieg Ma. 2 Ilernet www.kpmg cam pk

Baarmont Rosd
Karach, 7550 Fakeatan

Auditors® Report to the Members

We have audited the annexed balance sheet of Pak Oman Microfinance Bank Limited (“the
Bank™) as at 31 December 2017 and the related profit and loss account, statement of
comprehensive income, cash flow statement and statemment of changes in equity together with the
notes forming part thereof, for the year then ended and we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief, were necessary for
the purposes of our audit.

It is the responsibility of the Bank’s management to establish and maintain a system of internal
control, and prepare and present the above said statements in conformity with the approved
accounting standards and the requirements of the repealed Companies Ordinance, 1984 and the
Microfinance Institution Ordinance, 2001, Our responsibility is to express an opinion on these
statements based on our audit.

We conducted our audit in accordance with the international auditing standards as applicable in
Pakistan. These standards require that we plan and perform the audit 1o obtain reasonable
assurance about whether the above said statements are free of any material misstatement. An
audit includes examining on a test basis, evidence supporting the amounts and disclosures in the
above said staternents. An audit also includes assessing the accounting policies and significant
estimates made by management, as well as, evaluating the overall presentation of the above said
statements. We believe that our audit provides a reasonable basis for cur opinion and, after due
verification, we report that:

a)  in our opinion, proper books of account have been kept by the Bank as required by the
Microfinance Institutions Ordinance, 2001 and repealed Companies Ordinance, 1984;

b)  inour opinion:

i} the balance sheet and profit and loss account together with the notes thereon have been
drawn up in conformity with the repealed Companies Ordinance, 1984 and the
Microfinance Institution Ordinance, 2001, and are in agreement with the books of
gecount and are further in accordance with accounting policies consistently applied;

i) the expenditure incurred during the year was for the purpose of the Bank’s business;
and

11} the business conducted, investments made and the expenditure incurred during the
year were in accordance with the objects of the Bank;
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c)  inour opinion and to the best of our information and according 1o the explanations given
to us, the balance sheet, profit and loss account, statement of comprehensive income, cash
flow statement and statement of changes in equity together with the notes forming part
thereof conform with approved accounting standards as applicable in Pakistan, and give
the information required by the repealed Companies Ordinance, 1984 and the
Microfinance Institution Ordinance, 2001 in the manner so required and respectively give
a true and fair view of the state of the Bank’s affairs as at 31 December 2017 and of the
profit, cash Mlows and changes in equity for the year then ended; and

d)  in our opinion, no zakat was deductible at source under the Zakat and Ushr Ordinance,
TEE0 (XL of 1980),

-

ML Tohen. oo

Date: 9 March 2018 'KPMG Tascer Hadi & Co.
Chartered Accountants
Karachi Muhammad Taufiq
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Pak Oman Microfinance Bank Limited

Balance Sheet
Az at 31 December 2017

ASSETS

Cash and balances with 3BP and NBP
Balances with other Banks / MBFIs / MEFBs
Lendings to financial institutions
Investments - net of provision

Advances - net of provision

Operating fixed assets -
Oiher assets

Deferred tax assets - net

Total Assets

LIABILITIES

Deposits and other accounts
Borrowings

Subordinated debt

Orther liabilities

Deferred tax liabilitics - net
Total Liabilities

NET ASSETS

REPRESENTED BY:

Share capital

Share premium

Statutory and general reserves
Depositors’ protection fund
Accumulated losses

Surplus on revaluation of asscts - net of
deferred tax

MEMORANDUM/ OFF BALANCE SHEET ITEMS
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17 2016
{Rupees)

4,177,376 7,996,608
320,085,579 28,527 405
450,000,000 L84, 700,000
TO7.000,050 516,913,445
68E, 126,566 428 478,754

30,958,078 32,960,402
79,260,960 13,911,082
22,072,197 27,010,763
2,391,690,806 [,260,498 459
9,033,164 48,895,471
T1. 869,487 30250 1E3
w0902, 751 184,154,854
2,310, 783,055 1,072.343.605
2,308, 300,000 LS1E20,000
53,776,320 -
14,275,064 8,362,742

3,724,360 2,003,454

(69, 422,192) {90,631,662)
LA10,653,552 FOT 160k, 554
134,503 GO0 071

2,310,738,055 1,072,343.605

The annexed notes from 1 to 37 form an integral part of these financial statements.
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Pak Oman Microfinance Bank Limited
Frolit and Loss Account
For the vemr encead 31 Decomber X7

07 MLk
Node (Rupeex)
Mark-up ! retarn ¢ inlens) simed % 43405422 176,541 578
Markeup ! reburn  interest expensed a0 19, 300,785) 4,577,134)
Net mark-up / inigrest income M, 005,637 171,564,240
Pravisian againsl non-perfoaming sdvances LK) 411,200 T8 500, 124
Pravisian for diminegion in the value of investmends né = =
Bad deis written off direcily L3 - -
L4, 290,702 18,5060, 128
Mt mark-up f retarn S interest iscome alier provisions 0% H04 435 153,004,012
HON MARK-UPF/ BON INTEREST INCOME
Fice, commisizon ard brakerage income I8, TH3,771 13,643,523
Dividerd mcome - 439 289
Oither ineanss ] 18279415 | | 18,855,454
Total pun-mark-up ! mon-intereal income 47045, 1R 42008 360
256,849,621 196,002,374
MON MARK=LF{ NON INTEREST EXPENSES
Adnuinistralive oxpenses 22 113, 105904 IR0, 07435
Orther proviseon ¢ write ol 2 4 -
Other charges 2 - (414,893
Tuial non mark-up { non interest expenses RN [1RI ] 181,232,542
Extra ardinory ! umusaal fems
PROFIT BEFORE TAXATION 41,743,657 14,7098 346
Tuxation - carnes e 9755092 5.7 544
- price 24 - 215,321
- dilerrad ol T.20H. 153 LM, 2R3
1 152045 E2R4.153
PROFIT AFTER TAXATION 29561612 R ERESH
OTHER COMPREHENSIVE INCOME
bieins leag will po be peclassified subsegquently 1o profin and loss accoent - net ol 1oy [BIE.Y14] 14T /3
COMPRENENSIVE INCOME FOR THE YEAR 18,752,694 G.633,527
Accummbsed losses brouphi forward (631,62} koA T.eaT)
(61,478,964} L7974, 140}
AFPROPRIATIONS:
Transler tn:
Staltony resere (3002,322) (1297037
Capital reserve - -
Dizpositors' Protection Fund {1,630, %G [3X7,052)
Bevenue resemve L x
Froposed cash dividend ) - Zmes
Accunubated leises carried formard |ﬂ?|411i!|}.1] |H1|~1I:IH;'~E':]!
Earnings per share - Basic and dilaied 20 1171 [hilia5

The annexed naotes from | o 37 foem an indegral port of thess finasciol slarsments,

e
:;‘:?1 g L—Lr'l.-'-tt

President  Chicl Excewtive

irecior




Pak Oman Microfinance Bank Limited

Statement of Comprehensive Income
Far the vear ended 31 December 2007

1017 2016
MNote [(Rupees)
Profit after taxation 29,501,612 6,485,684
Other comprehensive income
frems thar will not be reclassified subsequently to
profit and loss account .
Remeasurement of defined benefit obligation 26, 7.1 (1,155,591) 211,204
Felated tax impact 36,677 (63,3601}
(808,914) 147,843
Comprehensive income for the year transferred to equity 28,751,698 6,633,527
Component of comprehensive income for the year not
transferred to equity
Surplus on revaluation of 'available for sale’ investments (T52,758) 603,204
Related tax impact 188,190 {(131,066)
(564,565) 472,140
Total comprehensive income for the year 28,188,130 71,105,667

The annexed notes from 1 to 37 form an integral part of these financial statements.

e
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Pak Oman Microfinance Bank Limited
Cuash Flow Staterment
Far the pear ended 3 December 2007

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before axalion
Dhvidend incoms

Adjustments for non-cash items:

Depreciation

Amariization

Amariization of premiem on Pakistan [nvestment Bonds
Provision against non-performing advances

Provision for diminution in the value of investments
Gain on disposal of fixed assets

Provision for gratuity

Provision for leave fare assistance

{Imcrease) [ decrease In operating asseis
Lendings to financial insitutions
Advances - pet

Cither asseds (excluding advance laxation)

Increasze / {decrease) in operating Habilities
Drepoiag and other accounts
Uhher halaliti=s

Income tax pusd

Crratuity paid

Leave fare assistance paid

MNet cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Med investments in available for sale securitics

Mel investments in held Lo materiny secwrities
Davidend income recaived

Payment made for parchase of operuting fixed assets
Sale proceeds from disposal of operating fixed assets
Met cash wied in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of further shares

Transaction cost on issuance of shares
Mot cash wsed in Bmancing activities

Met increase in cash and cosh equivalents during the year

Cash and cazh equivalenis a1 the beginning of the year
Cash and cash equivalents at the end of the year

The annexed notes from 119 37 foem an incegral part of these lnancia
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22
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2017 2016
(Rupees)
43,743,657 14,769 836
- (439,289
43,743,657 14,330,547
9,056,293 9,056,018
765,668 1,524,980
311,854 175749
14,199,202 18,560,128
{656,73) (405,632
3,725,010 3,492,563
4,264,776 1,628,648
41,766,064 36,012,454
85,509,721 50,363,001
{265,300,000) 361,225,775 ‘
(2R3.947.014) (28,498 G80)
(43,217,659) {6,217 528)
(592,464,673) 266,509,569
{139,862,207) 124,050,796
40,727,014 9§52 485
(99,135,193} 133,903,281
{606,099,145) 450,775 851
(2,178,004 {6,817 164)
(12,886,101) {1,422,118)
{4322, 188) {1,958 .447)
{632,476,532) 438 558,127
L0, 705,256 {254.055,305)
(391,554,619) {157.060,241)
. 434 280
(12,507,238) (%,527,058)
5050475 2 4Th,2I0E
{188.306,126) (416,727,007
1,214, 304,000 .
{5,762, 400) {9,221 333)
1,208,521,600 {9,223 .333)
187,738,942 12,607,717
15]51-1-,“3- 21 4915,2346
E-illﬁt!'ﬂi‘ii ]ﬁlﬁ 2410 3




Pak Oman Microfinance Bank Limited

Statement of Changes in Equiny
Far the vear ended 5 December 200 7

Balanes as at | January 306
Total comprehensive incsme:

Prafi sfier tax for e year ended
11 December 2014

Cnher compaebensive income - ned ol tax
Tetal comprehanzive imcome
Transaction coat boe iisusnce ef shacs
Trarsfer o Smantery reerve
Transfer to Depasitocs” Proection Furd
= 38 of the peodin alber rax
- TETUIT &m invesemenl - net of tax
Malance ax ab 1 Drecember 2006
Total oemprehensive inceme:

Profit after tax for tee year ended
3 Decamber 2017

Dher compechensive income - net of tax

Tutal comprehensive inceme

Fransfer up S1atubiny reservn
Trangler 1 Deposiiors’ Prosection Fasd

- 5% althe prof afler lax.
- refm o investniess - net of ax

Shares lssusd dureg b period
Cooeet of issuance of new shires

Balance as mt 31 December 2007

_ Copitlreserves  Revesus reserves
Share Share Statulory Depositors’  Accwmulaied Tadal
capidal Fremiam FeRErve Protection losses
Fumd
{Fupees)
1,080 330, i T.0635,605 B, T 4] (BA,417.667) 104,254 340
z ; . : £, 445,444 6,445 554
w . s - 147 343 L4T 541
= : - - 6631 51T G413 52T
- . - - 19,113,133 [9,223,33%)
- . 1,297,137 - [LI#7, 137 -
. 4 - 324,284 (324, 2E4) .
z e . 1164 (2T -
. - . T2 [3ZT.052) =
V5L 220, MMy - & 962, 742 2053 454 [ M I ] 1,071,644,534
- - E - 0561612 19541 5012
3 - a = 914
= - - - 19,751,698
. 5 L8112 - (5212320 .
- = - 1,478,081 {1ATEREL) -
: g 2 152 814 (t 2
Dhin 3 i 1,630,904 {610, T o
1, 156,450,000 STELLE - - . 1204304 600
: [4047,680) : : - (4847650
L 1546, 450,000 51.TTe 320 . - - L2256, 00

The annewed noves Brom 140 37 farms an integrad part of these financial sacsmesss,

Thaigman
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Pak Oman Microfinance Bank Limited

Motes to the Financial Statements
For the year ended 31 December 2007

1.2

1.3

LR

3.2

ia

34

STATUS AND NATURE OF BUSINESS

Pak Oman Microfinance Bank Limited (the Bank) was incorporuted on 9 March 2006 as a public limited company
under the repealed Companies Ordinance, 1984 and was granted license by the State Bank of Pakistan (SBP) on 12
April 2006, The Bank received certificate of commencement of business on & May 2006, effective from B May 2006,
The Bank's principal business is to provide microlinance seovices o the poor and under served segment of the society
a5 envisaged under the Micrafinance [nstitutions Ordinance, 2001, The registered office of the Bank is situated at 20-
C, Khayaban-c-Mishat, Inehad Commercial Area, Phase-V1, DHA, Karachi, Pakistan, As at 31 December 2017, the
Bank has |9 brunches (2016: 16) and 14 service centers (2016: 14) in operation in all provinces of Pakistan, other
than Gilgit Balustan, including the Federal Capital Islamabad and is licensed to operate nationwide.

JCR-V15 has determined the Bank's medium to long-term rating as 'A-* and the short-term rating as "A.2",

In the year 2016, the Board of Directors of the Bank entered info an agreement with Lanka Orix Leasing Company
PLC who in licu of the agreement scquired the majority of the stake in the Bank, As per the signed agreement dated
03 February 2017, the existing shareholders retained their shareholdings while new 115,648,000 shares were issued

{equal 1o the existing isswed & paid up capital) at an offer price of Rs. 10,5 each (face value of Rs. 10 each).

BASIS OF PRESENTATION

These financial statements have been presented in aceordance with the requirements of Banking Surveillance
Depanment Cireular Mo, 1 dated 30 December 2003 issucd by SBP.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in aceordance with the approved accounting standards as applicable in
Pakistan. Approved accounting standards comprise of such Intermational Financial Reporting Standards (IFRS) issued
by the International Accounting Standards Board {IASE) as are potificd under the repeated Companies Ordinance,
1984, provisions of and directives issued under the requirements of the repealed Companies Ordinance, 1984, the
Microfinance Institutions Ordinance, 2001, the Prudential Regulations for Microfinance Banks and directives issued
by the Securities and Exchange Comumission of Pakistan and the SBP. Wherever the requirements of the repealed
Companics Ordinance, 1984, the Microfinance Institutions Ordinance, 2001, the Predential Regulations for
Microfinance Banks and directives issued by the Securities and Exchange Commission of Pakistan and the SBP differ
with the requirernents of IFRSs, the requirements of the repealed Companies Ordinance, 1984, the Microfinance
institutions Crdinance, 2001, the Prudential Regulations for Microfinance Banks or the requirements of the said
directives shall prevail.

The State Bank of Pakistan vide BSD Circular no. 10, dated 26 August 2007 has deferred the applicability of
International Accounting Standard (IAS) 39, ‘Financial Instruments: Recognition and Measurernent' and Intemational
Accounting Standird (IAS) 40, 'Investment Property’. Further, the Sccurities and Exchange Commission of Pakistan
(SECF) has deferred the applicability of Intermational Financial Reporting Standard (IFRS) 7, 'Financial Instruments :
Disclosures” through its notification 5.R.0. 633(1)2014 dated 10 July 2014, Accordingly, the requirerments of these
standards have not been considered in the preparation of these financial stalements. However, investments have been
classified and valued in atcordance with the requirements prescribed by SBP through various circatlars / regulations,

SECP has granted exerwplion from application of the requirements of IFRS 10 - Consolidated Finaneial Statements
with respect to the investments in mutual funds / collective investment schemes,

The Companies Ordinance, 1984 has been repealed after the enactment of the Companies Act, 2007, However, as
allowed by the SECP vide its circulur no. 232017 dated 04 October 2017, further clarification issued by the Instine
of Chartered Accountants of Pakistan vide its circular no. 1772017 dated 06 October 2017 this financial information
hiave bewn prepared in aceordance with the provisians of the repealed Companics Ordinance, 1984,

\ym>=



4.1

4.1
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5.2

BASLS OF MEASUREMENT
Aceounfing convention

These financial statements have been preparcd under the histoncal cost convention except that invesiments have been
marked 1o market and are carvied at fair value and staff retirement benefits which are measured at present value,

Functional and presentation currency

These financial staternents have been prepared in Pakistani Rupees, which is the Bank's functional and presentation
currency.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Standards, interpretations and amendments to published approved accounting standards that are effective in
current year

There are certain new and amended standards, interpretations and amendments that are mandatory for the
Bank's accounting periods beginning on of after 01 Jamuary 2007 but are considered not to be relevant or do
have any significant effects on the Bank's operations and therefore, not detailed in these financial statements.

Approved accounting standards not yet effective

The followang standards, amendments and interpretations of approved accounting standards will be effective for
accounting periods beginning on or after 1 January 2015:

- lassification and Measurement of Share - based Payment Transactions - amendments to [FRS 2 clarify the
accounting for certain fypes of armangements and are effective for annual periods beginning on or after | January
2018. The amendments cover three accounting areas (a) measurernent of cash - settled share - based payrents; (b)
classification of share - based paymens seuled net of ax withholdings; and (¢} scoounting for a modification of a
share-based payment from cash - settled o equity = settled, The pew requirements could alTect the classification
and £ or messurement of these arangemenis and potentially the tming and amount of expense recognised Ffor new
and outstanding awards. The amendments are not likely to have an impact on Bank's financial statements.

- Annual Improverents 1o IFRSs 2014-2016 Cycle [Amendments 1o [AS 28 ‘Investiments in Associates and Toint
Wentures'] (effective for annual periods beginning on or after 1 January 2018) clarifies that a venture capital
organisation and other similar entitics may elect to measure investments in associates and joint ventures at fair
walue through profit or loss, for each associate or joint venture separately at the time of initial recognition of
investment. Furthermore, similtar election i3 available to non - investment entity that has an interest in an associate
or joint venlure that is an investment entity, when applying the equity method, to rétain the fair valus measurement
applied by that investment entity associate or joint venture to the investment entity associate’s or joint ventwre's
interests in subsidiares, This election is made separately for each investment entity associate or joint venture, The
amendments are nod likely to have an impact on Bank's financial statements.

- IFRIC 22 *Foreign Currency Transactions and Advance Consideration’ (effictive for annual periods beginning on
or after | Janwary 201 8) clarifies which date should be used for iranslation when a foreign currency transaction
involves payvment or peceipt in advance of the itern it relates w. The related item 15 translated using the exchange
rate on the date the advance foreign currency i3 received or poid and the prepayment or deferred income is
recognised. The date of the transaction for the purpese of determining the exchange rate to use on initial
recognition of the related asset, expense or income (or pant of it) would remain the date on which receipt of
payment from advance consideration was recognised. I there ane multiple payrents or receipts in advance, the
entity shall determine a date of the transaction for each payment or receipt of advance consideration. The
application of interpretation is wod likaly 1 have an impact on Bank's financial statements.

- WFRIC 23 "Uncertainty aver Income Tax Treatments” {effective for annual pericds beginning on or after | January
1019} clanifies the accounnng for income tax when there is uncertainty over income tax reatments under [AS 12,
The interprefation requires the uneerainty over 1ax ireatment be reflected in the measuceisent of current and
deferred tax. The application of interpretation is wot likely to have an impact on Bank’s financial statements.

\.f‘ﬁ e



- IFR3 15 "Revenue from centracts with customers” {effective for annual periods beginning on or after 1 July 2018).
IFES |3 establishes a comprehensive framework for determining whether, how much and when revenue is
recognized. It replaces existing revenue recognition guidance, including IAS 18 "Bevenue’, JAS 11 "Construction
Contracts” and IFRIC 13 "*Customer Loyalty Programmes®. The Bank is currently in the process of analyzing the
petential impact of changes required in revenue recognition policics on odoption of the standard.

- IFR5 9 "Financial Instruments’ and amendment = Prepayment Features with Megative Compensation (2ffective for
annual periods beginning on or after 1 July 2018 and | January 2019 respectively). IFRS 9 replaces the existing
guidance in IAS 39 Financial Instruments: Recognition and Measuremnent. IFRS 9 includes revised guidance on
the classification and measurement of financial instruments, a new expected credit loss model for caleulating
imparrmient on financial asscts, and new general hedge accounting requiremenis. [t also carvies forward the
guidance on recopnition and derceogrition of financial instruments from [A%S 39, The Bank 15 currently awaiting

instructions from SBP as applicability of IAS 39 (as explained in note 3.2) was deferred by SBP till further
insLrUCTions,

= Amendment o IAS 28 ‘Investmentsdn Associates and Joint Ventures' - Long Term Interests in Associates and
Joint Ventures {effective for annual period beginning on o after | January 2019). The amendment will affect
companies that finance such cntities with preference shares or with loans for which repayment is not expected in
the foresecable future (referred to as long - term interests or *LT1'). The amendment and accompanying example
state that LTI are in the scope of both IFRS 9 and [AS 28 and explain the annval sequence in which both standards
are 1o be applied. The amendments are pot likely to have an impact on Bank™s financial statements.

= Annual Impeovensents 1 IFRS Standards 2015 - 2007 Cycle - the improvements address amendments 1
following approved sccounting standards:

- IFRS 3 Business Combinations and IFRS 11 Joint Arrangement - the amendment aims to clanfy the
gecounting treatment when a company increascs it interest in a joint operation that meets the definition of a
business. A company remeasures its previously held interest in a joint operation when it obtains control of the
business. A company docs not remeasure its previously held interest in a joint operation when it obtains joint
coniral of the business

= 1AS5 12 Income Taxes - the amendment clarifies that all income fax consequences of dividends (including

payments on financial instruments classified as equity) are recognised consistently with the transaction thar
generates the distnbutable profits

- 1AS5 23 Borrowing Costs - the amendment clarifies that a company treats as part of general borrowings any
borrowing originally made w develop an asset when the asset is ready for its intended use o sale,

The above amendments are ¢ffective from annual period beginning on or after 1 January 2018 and are not likely to
have an impact on Bank's financiol statements.

Cash and cash egquivalents

Cash and cash equivalents for the purpose of cash flow statement represent cash in hand and balances held with State

Bank of Pakistan and balances with other banks in current and deposit accounts. Cash and cach equivalents are carricd
at cost in the balance sheet.

Lendings to financial institutions

Lendings include term lendings and unsecured lendings to financial institutions. These are stated net of provision, if
any. Mark-up on such lendings is charged to profit and loss account on a time proportionate basis esing effactive
interest rate method except mark-up on impaired / delinquent lendings, which are recognized on receipt basis.

Investnienis

The iavestments of the Bank, upon initial recognition, are classified as held-for-trading, held-to-maturity or available-
for-sale, as approprizte.

I"r_’.__"'r‘-:'_h



5.6

Investments {other than held-for-teading) are initially measwred at far value plus fransaction costs associated with
the investments. Held-for-trading investments are initially measured at fair value and transaction costs are
expensed out in the profit and loss account,

Purchase and sale of investments that eequice delivery within the tme frame established by regulation or marker
convention are recognised at the trade date, which is the date the Bank commits 10 purchase or sell the investrment.

Held-for-trading

These represent securities, which are cither aequired for the purpose of generating profit from shom-reom
fluctuations in prices or dealer's margin or are secunties included in the portfiolio i which a patern of shom-term
profit making exists. After initial measurement, such investments are carried at fair value and the surplus /
(defieit) ansing oz o result of revaluation 15 taken to profit and loss account,

Held-to-maturify

These are securities with fixed or determinable payments and fixed maturities which the Bank has the intention
and ability w hold ull maturity, Aler initial measurement, such investments are cartied al amortised oot

Available-for-sale

These are investments which do not fall under the held-for-trading and held-to-maturity categories. After initial
measurement, such investrnents are measured at fair value, The surplus / {deficit) ansing on revaluation is shown
in the balance sheet below equity which is taken to the profit and loss account when actually realised upon
disposal

Premivm or discount on securties classified as available-for-sale and held-to-matunty 15 amortised using effective
interest method and taken to the profit and loss account

Impairment

Impairment in the value of equity securitics is made after considering objective evidence of impainment as a resul
of onc or more events that may have an impact on the estimated future cash fows of these investments, A
significant or prolonged decline in the value of security is also considered as an ohjective evidence of impairmen:
Froviston For dumination in the value of det securities is made as per the Predential Regulations. In the event of
impairment of available for sale secunties, the cumulative loss that had been recognized directly in surplus on

revaluation of securitics on the balace shect below equity is thereof removed and recognized in the profit and
boss aseount, .

Advances

These are stated of cost net of specific and general provisions which are determined on the basis of the Prudential
Regulations (the Regulations) for Microfinance Banks issued by SBP and charged 1w profit and loss aceount.
Advances are wiitten ofT according b the Prudential Begulations or when there 15 no realistic prospect of recovery,

These regulations prescribe a time based criteria for classification of non-perfonming advances in to following
calegores:

a)  Oither Assets Especially Mentioned (OAEM)

These are advances in arreass (payment / instalments overdue) of 30 days or more but less than 60 days.
by  Substundard
These are pebvances in arecass (payment £ instalments overdue) for 80 days or more but less than 90 days.

) Dot Nl

These are advances in arrcars (payment / instalments ovendue) for 90 days or more but less than 180 days.
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LT

d) Laoss
These are advances in arnears (payment / instalments overdue) for 180 days or more.

In additon the Bank mainiains a watch list of all accounts delinguent by 5 - 2% days, However, such accounts are not
treated as non-performing for the purpose of classification / provisioning.

In accordance with the Regulations, the Bank maintaing specific provision for potential loan losses for all non-
performing advances as follows:

OAEM Mil

Substandard 25% of outstanding principal net of cash collaterals and gold (omaments and
bullion) realizable without recourse to a Court of Law.

Doulbful 50% of outstanding principal net of cash collaterals and gold (ormaments and
bullion) realizable without recourse 1o a Court of Law,

Loss 100% of outstanding principal net of cash collaterals and gold (omaments and
bullion) realizable without recourse o a Court of Law.

In addition, a general provision is made in accordance with the requirements of the Prudential Regulations for
Microfinance Banks issued by SBP equivalent to 1% (2016: 1%) of the net outstanding balance (advances net of
spectfic provisions) for potential loan losses.

Mon-performing advances ans wiriien off one month after the loan is classified as "Loss®. However, the Bank
continues its effarts For recovery of the wnitten off balances,

Under exceptional circumstances management reschedules repayment terms For clients who have suffered catastrophic
cvents and whe appear willing and able w fully repay their loans, The clazsification made a3 per the Regulation is not
changed due 1o such rescheduling.

Crperating fixed assets and depreciation
Property and equipment

Fropery and squipment are stated at cost less accumulated depreciation and accumulated impamment lodses, of any.
Cost includes expeaditure that are directly attributable to the acquisition of items.

Dwepreciation is charged to profit and loss account at the rates mentioned in note 11.2 applying the straight line

methed over estimated useful Life of assews, The asset's residual values and useful Lives are reviewsd annually, and
adjusted if required.

Full depreciation is charged on additions in the month of purchase and no depreciation is charged on disposals in the
manih of disposal,

Subseqieent costs are included in the asser's carmying amounts or recognised ag a separate assel, a3 appropoate, only
when it is probable that future economic benefits associated with the asset will flow to the Bank and the cost of the
assel can be measured reliably. The carrying amount of the replaced asset is derecognized. All other repairs and
maintenanse are charged to the profit and loss sccount oz and when incurred.

An agzet’s carrying amount is written dovwn immediately o s recoverable amount if the asset's cammying amount s
greafer than 65 estimated recoverable amount,

Caing £ logses on disposals of propedy and equipmeent aee determined by companng proceeds with the carmying
amount, These are recognized in the profit and loss account.
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571 Capital work in progress

All expenditure connected with specific assets incurred during installation and development period are carried under
capital work in progress. Thesc are transferred to specific assets as and when these are available for use. Capital work
in progress is stated at cost less accumulated impairment losses, if any.

57.3 Iotangible asseis

Intangible assets with a definite useful lives are stated at cost less accumulated amortisation and sccurmulated
impairment losses, if any, These are amortised using the straight line method at the rates mentioned in note 113 over
their estimated useful life.

Amortisation is charged on additions from the date the asset available for use and on disposals up to the date of
disposal.

The asset's residual values and useful lives are reviewed annually, and adjusted if required, at each reporting date.

58  lmpairment
581  MNon-Flaancial Azseix fexcept for deferred tax assets)

The Bank assesses at the end of cach reporting penod whether there 15 any indication that non-financial assets
except deferred tax assets may be impaired. [F such indication exists, the camying amounts of such assets are
reviewed b assess whether they are recorded in excess of their peeoverable amount. Where carmying values
exceed the respective recoverable amount, assets are wotten down to their recoverable amounts and the

resulting impairment boss 15 recognized in profin and loss account. The recoverable amount is the higher of an
asset’s fair value less costs to sell and value in use. Where impainment loss subsequently reverses, the camying
amount of the asset is increased 1o the revised recoverable amount but limited to the extent of the amount which
wiould have been determined had there been no impairment, Beversal of impairment loss 15 recognized a3 income,

5.8.1  Fingncigl Assers

A financial agset is considered to be impaired if objective evidence indicates that one or more events have had a
negaiive effect on the estimated furure cash fows of the asset.

A impairment 1055 im respect of a financial asset measured at amortized cost is caleulated as the difference

between its carmying amount, and the present value of the estimated future cash flows discounted at the original
cifective miterest rate. =

Individually significant financial assets are tested for impairment on an individual basis. The remaining financial

assets are assessed collectively in groups that share simalar credit osk charactenstics. All impairment losses are
recognized in profit or loss.

An impainment 1oss s reversed iF the reversal can be related objectively tw an event occurming after the

impairment loss was recognized. For Minancial assets measured at amortized cost reversal is recognized in profit
or loss.

549 Grants

Cirants are initially mc-:rg:;ised at Farr walue in the balance sheet when there i3 2 reasonabls assurance that the grant
will be received and that the Bank will comply with all the anached conditions.

Girants relating w operating fixed asscts are recorded as deferred revenue in the balance sheet and recognised as
INComs on a systematic basis over the useful lives of the assets acquired from grant proceeds,
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Stalf retirement beneflits
Defined contribution plan

The Bank also operates a recognised provident fund for it eligible employees. Equal monthly contributions are made
by the Bank and its employees to the fund at the rate of §.33% (2016: §.33%) of basic salary per month.

Defined benefit plan

The Bank operates a funded-gratuity scheme for all of it permanent employees. The scheme was approved on 16
September 2014, Contributions to the fund are made cvery year based on actuanial valuation, The actuarial valuation
ia carried out using the Projected Unit Credit Method (PUCM). Under this method, the cost of providing gratuity is
charged 1o the profit and loss account 5o as to spread the cost over the service lives of the employees in accordance
with the actuarial valuation, All sctuarial gaing and losses are recognized in Other Comprehensive Income (OCT) in
the periods in which they occur, The acruarial valuation was conducted as at 31 December 2017,

Compensated absences

Compensated absences (leaves) of employees are accounted for in the penod in which these absences are earmed
Provisions to cover the ebligations are made using the current salary level of employees.

Taxation

Income tax on the profit or loss for the year comprises of current and deferred tax. Income tax is recognised in
the profit and loss account, except 1o the extent that it relates to items recognised directly in equity, in which case
il 1% rul:l:lg_ms-l.h;] i :qu:il!y.

Current

Provision for current taxation is based on taxable income at the current rates of taxation after taking into account
applicable tax credits, rebates and exempions available, if any or minimum fax applicable in accordance with the
Income Tax Ordinance, 20010, The charge for the current tax also includes adjusiments where necessary, relating o
prios years which anse from assessoments framed £ finalised during the year,

Delerred

Deefoived tax is recopnized using the balance sheet labilicy method on all wmporacy differences arising at the date of
repoting bevween the amounts of assets and labilities for Gnancial reporting purposes and aimounts used for texation
purposes.

Deferred tax liabilitics are recognised for all taxable temporary differences. Deferred 1ax asset is recognised on all
deductible temporary differences and camy forward of unused tax losses, minimum tax and altemate corporate tax
CACTY, i any, to the extent that it 15 probable that future taxable profits will be available against which the asset can
b wtilised, Deferred tax assets arg veduced o the extent that 1t iz no longer probable that the nelated tax benefic will be
realised.

The carrying amount of the deferred fax asset is reviewed at each reporting date and reduced to the extent that it &5 no

longer probable that sufficient raxable profit will be available woallow all or part of the deforred tax asset w be
utilised.

Drclerred tax assels and liabilitics are measured using the tax rates that aee expecied o apply o the pericds when the

assel 15 realised or the liability is sciled, bascd on tax rates that bave been enacied or subsiantively enacted af the
reparting date.

Dieferred tax relating 1o gain / (loss) recognised in swplus / (deficit) on revalumtion of assets i charged  credited to
auch account,

N



212 Deposits

Deposits are recorded at the proceeds received. Deposit costs are recognised as an expense in the period in which
these are incurred using effective mark-up ! interest rate method.,

51} Statubory reserve

The Bank 15 required under the Microfinance Institutions Ordinance, 2001 w maintain a statutory reserve o which an
appropriation equivalent to 20% of the annual after tax profit is made till such time the reserves are equal to paid-up
capital and thereafter 5% of profit after taxes.

5.14  Provisions

Provigions are recognised when the Bank has a present legal or constructive obligation as a result of past events and it
15 probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a

reliable estimate of the amount of the obligation can be made. Provisions are reviewed a1 each reporting date and
adjusted to reflect the current bost estimates,

515 Depositors” protection fund

The Bank is required under the Microfinance Institutions Ordinance, 2001 to contribute 3% of its annual after tax
profit to the Depositors' protection fund for the purpose of providing security or guarantee to persons depositing
money in the Bank and profits camed on the investments of the fund shall be credited 1o the depositors® protection
fund and such fund shall either be invested in Government securities or deposited with State Bank in & remunerative
icoount.

516 Hevenue recopnition

- Betum on investment £ lending 1w fnancial instiretons is recognised vsing effective interest rate method.

- Mark-up / interest £ return on performing advances 15 recognised using effective interest rate method except
that income suspended in accordance with the requirernents of the Prudential Regulations for Microfinance
Banks, is taken to income when actually received.

= Interest or mark-up recoverable on non-perfonning advances and classificd investments is recognised on a
receipt basis.

- Divilend income 15 recognised when the right to receive dividend is established.

Processing fees is recognized when services are pecformed.

Capital gains / (losses) on sale of investments are recognised in the profit and loss account at the time of sale.

Other income are recognised on accrual basis when financial services are rendered.

17 Finaacisl instruments

5171 Financial assets and Maancial liabilities

All financial assets and financial liabilities are recognised at the time when the Bank becomes a party to the
codntracheal provisions of tee instrument. Al the time of initial recognition, all the financial assets and fnancial
liabilities are measwred at cost, which is the fair value of the consideration given or received for it Subseguently,
these are stated at their nominal values as reduced by appropriate allowances for estimated irrecoverable amounts, if
any. All the financial assets are derecognised at the time when the Bank loses control of the contracmual rights that
comprise the financial assets, All financial liabilities are derecognised at the tiene when they are extinguished i.c.
when the obligation specified in the contract is discharged, cancelled, or expired. Any gain or loss on derecognition of
financial assets and financial liabilities i3 taken to profit and loss account.
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OWT setting

Financial assets and financial liabilities are off-set and the net amount is reported in the balance sheet when there is a
legally enforceable right to off-set the recognised amounts and the Bank intends 1o settbe either on a net basis, or 1o
realise the assets and to settle the liabilities simultaneowsly,

Income and expenses are presented on a net basis only when permitied by the approved accounting standards, or for
gains and losses arising from a group of similar transactions,

Derivative financial instruments

These are initially recognised at fair value on the date on which the derivative contract is entered into and are
subsequently re-measured at fair value using appropriate valuation techniques. All derivative financial instruments
are camied as assets when fair value is positive and liabilities when fair value is negative, Any change in the fair
valug of denvative financial instruments is taken 1o the profit and loss account.

Functional and presentation tIfrtll:_]-"

ltems included in the financial statements are measured using the currency of the primary economic environment in

which the Bank operates, The financial statements are presented in Pak Rupee, which is the Bank's functional and
presentalion cumency,

Forrign currencies franslation

Foreign custency transactions are translated into Pak Rupees (functional currency) using the exchange rate prevailing
at the date of transactions. Monetary assets and labilities in foreign currencies are ranslated into Pak Rupees using
the exchange rate prevailing at the reporting date. Forcign exchange gains and losses resulting from the settlement of
foreign currency transactions and from the translations of monetary assets and liabilities denominated in foreign
currencics at reporting date are included in profit and loss account.

Earnings per share

The Bank presents basic and diluted earnings per share (EPS) for its shareholders. Basic EPS is caleulated by dividing
the profit or loss attributable 1o ordinary sharcholders of the Bank by the weighted average number of ardinary shares
ouwtstanding during the year. Diluted EPS, if any, is determined by adjusting the peofit or loss attributable 10 ordinary
sharehelders and the weighted avernge number of ordinary shares outstanding for the efficts of all dilutive potential
ordinary shares, There were no dilutive potential ordinary shares in issuc as at 31 December 2017,

Dividend and sther appropriations

Dividend and appropriation 1o reserves, except appropriations which are required by the law, are recognised as
liability in the Banks’ financial statements in the year in which these are approved by the appropriate authorities,

Critical aceonnting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires the use of certain
critical accounting estimates. It also requires the management 1o exercise its Judgment in the process of applying the
Bank's accounting policies. Estimates and judgments are continsally evaluated and are based on historical CXpericnce,
including expectations of future events that are believed 1o be reasonable under the circumstances. Revision w
accounting estimates are recognised in the period in which the estimates are revised if the revision affects only that
period or in the period of the revision and future periods if the revision affects both current and future periods, The
areas whers various assumptions and estimates are significant w the Bank's financial statements of where judzment
was exercised in the application of accounting policy are as follows:
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i} Classification and provisioning of investments {notes 5.5 and 9)

Held-to-maturity securities

Mg deseribed in note 5.5, held-to-maturity securitics ane investments wheee the management has positive imtent
and abality o hold 1w matunry, The classification of these securities involves manogement judgment a3 o
whether the financial assets are held-to-matunty investments. Impairment loss in respect of investments is
recognized based on management's assessment.

Held-for-trading securifics

Investments classified as held-for-trading are those which the Bank has acquired with an intention to frade by
taking advantage of short term mackel interest rate movements and are o be sold within 90 days,

Available-Tor-sale securitics
Investments which are not clossified as held-for-trading or held-to-manrity are classified as available-for-sale.
Impairment loss in respect of investments is recognized based on management's assessment,

i} Provision agalnst advances (notes 5.6 and 10)

Apart from the provision determined on the basis of time based criteria given in the Prudential Regulations of
the SBP, management also applies subjective criteria of classification and accordingly the classification of an
advance may be downgraded on the basis of evaluation of the credit worthiness of the bormower, its cash flows,
operations in its account and adequacy of security in order o ensure accurate measerement of the provision,

fii}  Provision for current and deferred taxation (notes 5,11, 13 and 24)

In making the estimates for income taxes cumrently payable by the Bank, the management looks at the curvent
income fax laws and the decisions of appellate authoritics on cerain issues in the past. In making the provision
for delerred taxes, estimates of the Bank's future taxable profits are taken into account.

iv}) Provision for stall retirement benefits (notes 5,00, 15 and 26)

The key acuarial assumptions conceming the valuation of the defined benefit plan and the sources of
estimation are disclosed in note 26 to these financial statements.

v} Fixed assets, depreciation and amortization (notes 5.7, 11 and 22)

In making estimates of the depeeciation | amertization method, the management uses method which reflects the
paiteni in which economic benefits are expected to be consumed by the Bank.

CASH AND BALANCES WITH 5TATE BANK OF MNote T 2016
PAKISETAN AND MATIONAL BANK OF PAKISTAN {Rupees)

Cash in hand

- local currency 294,223
- foreign currency

Balance with State Bank of Pakistan (SBP) in local
CuTTensy eurrent account m local gl 3,883,143 7,906, 603

4177376 7,996,608
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This represents current accounts maintsined with SBP 1o meet the minimum balance requirement equivalent
o 5% as cash reserve of Bank's time and demand ligbilites i accordance with the Prudential Regulations.

BALANCES WITH OTHER BANKS

In Pakistan
- om local currency curment accounts
- on local currency deposit accounts

Nore

2l

7

2016

{Rupees)

1,917,447
318,168,132

5,333,535
23,193,870

320,085,579

28,527,405

=t

These represents deposils with commercial banks carmying mark-up at rates ranging From 6.00% to 7.00% por anmum

(2006: 3.75% to 6.50% per annum).

LEMDINGS TO FINANCIAL INSTITUTIONS

Certificates of Investiment (Cols)
Cenificate of Deposits (Colis)

Noate

a1

07

20046

[(Rupees)

450,000,000

| B4, 700,000

450,000,000

L84 T00 000

F—— ]

These carry inlerest rates ranging betwesn 6.00% w 6,30% (2014: 6.40% to 6,70%) per annum and having matunty

upio January 2018,

INVESTMENTS - NET OF PROVISIONS

Available for sale
livestrment in assocnte
Muteal Funds

Term Finance Certificates
Suluk

Held to maturity

Fediral Government Securities - Pakistan Invesiment Bonds
Term Deposit Receipts (TDRs)

Federal Government Securities - Tresury Bills

Froviston for diminution in valwe of investments

Surplus ! {deficit) on revaluation of available for sale investments
Investments « net of provision

b -*:'\\,nék._ :

MNote

9.2
9.3
o4
9.4

L)
23
27

0.4

ir

27 2016
(Rupees)
163,217,809 206,042 TE6
= 67,880,279
1,210,267 7210267
10,000,000 10,000,000
180,423,076 291,133,352
17,256,052 17,553,285
546,607,804 124,505,000
49,749,048 ;
633,612,904 242 058 285
B14,0-40, 950 533 191,617
(17,210,267) (17,210,267]
TR, 530,713 515,981,350
179,317 932 0%
797,010,050 516,913,445
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Investments in WarldCall Telecom and Agracch limiied amourting o Bs. 5,760,267 and Ks. | 450,000 respectively were fully proveded im 2005

9.5 These represesd term deposit reveipls having maturicy ranging from Fsnuary 2018 so Movember 2008 and carmying mark-up rases ranging from
T.20%% to 8.75% per annum {2014 75005 1o 10 per annumi.
LR Particulars of Provision for Mmioution in value of invesiments 7 2006
{Rupees)
Cipening balance (TX0257y  {17,210,257)
Charge for the year -
Revermls = =
Clesing bakance 7035 (171210357
9.7 Federsl Governmeni Securitics - Treasary Bills
Puarchase Price 49320, 004 .
Adnurtized during the pemiad 419,048 5
Value a5 at 5l December 49,749 148 .
e
F.T.0 Fhas represent 3 mosahs ircisary bikl havieg a face valug of s, S0 K] whach i due to mabare om 15t Febnary X185
1) g
1. ADVANCES - NET OF PROVISIONS More Number of Amaust Mumber of Aumaiant
lnans ovulstanding loars wustanding
autstanding (e ps) outstanding (Rupees)
Laan type
Micrs credit sdvasces
- Comsidered good R 21,738 G592, 941,367 17377 414,107,152
» Cemssdered doubaful 1.2 a7 T AR NS 2350 21 960 FR7
B4, 759 481 A50,007 449
Less: Provision held
- Bpexific pravision 12 LiaT B,504,275 21350 LR TR
- Gieneral prosision g 6861 451 205661
il 15,366,327 10,756 BEE
HTR 9L 810 425 270,588
Saflf loan Tig B.T33.930 3208 166
Advances - net of prosasions G831 26,566 415478 754
BLL AL advaseces are secured by persesal puarsnices cxcopl for Bara Karoobar Loan which is secured against collaberal. Fundier, a mandawey dopaosit
srcyeant equavalent e 1% of amount of sdvances was required 1o be loepe with the Bask unul Sepembser 30h, 2014, The detals of such dupiosis
held with the Bank are disclosed in note 14, The icterest raies on these advances is ¥9% per snnum (HIL&: %% per asmum)
1.2 Particubars of pen-performing advances
Advamies mohedes Bs. 4.8 18096 (2016: Re 21,580,287} which bave been placad wnder non-perfomming status as dotailed belon:
3 Deecnsher 2017 31 Ducember 2016
Category of classification Amoant Provisien Provisian Aurmizar Fravision Proniskan
sulsianding required held ulFlandeng requised hekd
{Rmpees)
Cnher Asseis Especaally Meotioned 7044515 = = 212546 & .
Suh-standard 5 441565 1,360,640 1.360,641 1364010 292 030 EO2,0M)
Dipubaful 19,174,744 5,087,371 5.087,271 T 140 10% 3,570,055 3,500,055
Liaoss 1058262 1056, 261 1,056 261 1039113 20340 113 2038013
Tatal B ARG 504,313 T4 2]l 18T h,301,198 6,500,194
1y Particulars of provizion agsissg som-perfurming advances
The movement of provisien agasnst son-performing advanees is as follows:
Mure 3 Brpcimbar 2007 3| December 2046
Specific General Total Specific CGenural Toeal
{Rupers)
Cipening balangs 6,501, 1% 4. 195 660 I, 790,541 5720174 31.500,7T49 10,321,877
Charge | {mevorsal) for the yesr ,73L313 L506,E50 H.l!il?.m? 17865214 04,914 18,560,128
Amounts wniten s[T i {19,718 316 At e (19,7292 %i) (130851441 , {18 NE5, 144y
_LEayoTr 1566531 4 0% 500 (2159500 594914 474934
Clasing blancs —BEaTs _ e ARLESD _VSJESIT _ eSOLING _ 4393660 070861
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Particulars of write affs {Rupees)

Against provision 19,729,236 LH.E5, 144
Directly charged 1o profit and loss accownt

19,729,236 __ 18,083 134

This represents general provision equivalent w 1% (2016; 1%) of the net owtstanding advances held in accordance with the
requirements of the Prudential Regulations for Micrefinance Banks,

Fartfalio by type W7 2014
(Rupees)
Micro business loan 367,424 318 190,624, 380
Micro agn Laan 54,071 .
Livestock loan 119,041,944 20,364 245
Mew Micro business loan 1,361,619 304,903
Micro enterpriss loan L4, 794,732 A0EAE 534
Micto enterprise loan-LSL Z 54,574,167 42,325,025
Biara Karoshar Loan - 34,554
Bara Karoobar Loan-L 51 - 135,222
Salary Loan 1,349,516

ﬂlgqeﬂ 414,107,162

This represents persoaal loans and house boans provided to employees as per the Bank's policy. The title documents of houses are
held by the Bank as collateral and interest of 5% per annwm {3016: 5% per annum) is charged on house loans on ascunt exeeeding
Bos. 00,000,

OPERATING FIXED ASSETS 17 2014
MNate {Hupees)

Property and equipment 2 30,051,170 31,ER], 563

Capital wark-in-progress ) - %

Imangible xssels 1.3 Fin S04 1,078,537

30.958.078 32 960,403

Capital work-in-progress

Advances given far development of soflware

Froperty and equipnient

T
OOET DEFRECIATION Boak value a5 wi 31 Rare of
RTETE] Additbens i’ Asardl A ad B Charge for  Asag 3 Degeawber 3017 depreclars
dazunry  {dBgsiald! December January tha yeari  December
107 sdfridmeniy Wi w7 {dispozals) w7
[Rupees) - a
Chwnigd
Leasehotd improvementa
(Buabding's fixmresy 5,314,300 HES0D 5510500 FR LR 0,545 1,501,247 21.031,543 s
LHfee equipment 4,558 4490 150,084 4610004 LATILINT G40,8T4 3561361 1,059,133 0%
: [ 54, L D0} {74,620
Fumirgee and lxlurs LR FTReE T ] 111,491 184,179 33006 Si8,T84 R LENE] ILETR.ESS a4
Corgalen TOEILEA0  JATAIID BOZ6SE03  1XAISNIE L407.587 15565900 4,555 449 15%
{250,180 {174,360
W hiclex JLTATEEY  TASLME MMM 1937819 46TTIER 810,194 21,055,850 bl 1Y
16,921 535) I, 320.848)
BE25LTEL  ILSIAAN TRAUTALE 000,198 S0%293 40855884 30,051,174
[T.250,245) {1,5ThE44)
i

I\F {'\. '|'||_5--



Orwaed

11

Leasehald improvemens

{Building's fixtures)

[iifiee equipment

Furmiine s Sunire

Coenpuliers

Vahicles

.21

COST DEFRECIATION Bk walue a5 31 Haie of

Asatl  Addwioest Azl dl Aswidl  Chargafor  Asapdl Dromier S04 Sepreciation
lanuary 2016 (deiposali)d December Janeary 2006 the vear ¢ Decermber
adjemmens 201% {diagogals] IoLe a
[Hupees)

£ 100,980 120,210 LR e ] 1 B3T 474 1524 2 71a3lz 2611 4EE i)
4154387 MHOEE 455EAE 11T EA0RIT 29TTE I.5E1.443 Hr4
5077944 360,544 BFIRTEE 1917243 #1121 4969364 560422 %
14,926,190 1,718,590 | 6 5 2 R0 11,424,512 2,010 300 13435312 3207 154 I3%
11,832,998 4,903 500 . 33 773 B6E1 038 5080, 353 LOETR, 199 II A add i

4,954,355 [LARL, 171 )
63, 155, 6 THLLOL2 g 240, 29, 198 184 6018 14,370 190 31, BELS563

4,954,415 (2484, 191}

Diecember J1T but are still in wse

11.2.2

This incledes property and equipment costing s, 17218633 (20014: Re, 16,246, 710) that have been fully depreciated as ar 31

Details of dispoaals of asacts whose original cost of the book value exeseds R, | milbon ar Rs. 250,000 respeetively whichewer is

lcss and property and equipmeent disposed off bo the Chief Exscutive or foa direcior or b executives or 1o any other related party,
imespective of the valess, are as followa:

Febioies
Sumki Bolan
Hiznda Ciky
hercedos Benz
Honda City

IT Equipmem
Iphone

Lapiop

Lapiop

1.3 Intangible asseds

Compuler sollwane

T
2015

.31

\egwk

7
okl Accumegdated Mot boaek Hale aba ! {losa)  Modeof  Perticulars of purchaser
deprociaion yaluc procieds divpanal
(Fuapees)
401550 1461878 188877 350,00 IHL,2T) B Polcy  Fabad AL
1,720,720 578,50 L14E2D) 1,500 0 151,808 Bank Policy  Faissll Izlam (amplogee]
1145485 F39, T8 LANE 76 2508754 e [ank Policy  Munawar Suleman [emplepec)
1,543 100 446, Ti4 1096584 1, 4000 feled My E1E Bank Policy  Rahim Keshwani (emplaye)
B, 100 7,182 LLARE L3, E¥E ¥ Bank Palicy Mungwar Sulemas (omployee)
g &, 204 21786 21,TEE . Bank Policy Fassal [slam (employech
160290 107,661 41418 416K & Bank Holicy  Munawar Suleran (employes)
7158 245 I 450,854 4, 17 A8T A 454,008 WEE 759
0T AMOBRTIZATION Bk value Rate of
AswtOl  Addiiesi’  Avadl Avagdl  Chorgefor  Avagdg 880130 December smortiiation
Junuary Tramelors December Jamuary the yeur Diecemhbir
[Bugees)
TA88 R4 S0ETA0  AR6RINN 6457797 ThS, BEL TA58 468 ais A3 AN
SFIIIN0  FIG044  TBEEAIA AOBIALT 152480 GIRLTW 1078237 134

Thas includes inlangible assets costing Rs, 3 604600 (2014: Rs, 5,764 508) that have been Fully amartised as ot 31 December 2017
bt are still in use,



13, OTHER ASSETS

Ireconra | maarke- ugp socruied

Azhancgs, deposits, advance rem ard oiber propaymients
Refundabie | bdvasds tanston {paymenss less provision]

Cithers
Leein: Provision hel againe classfied other asoet
Opeming provision
Prowiiin charge for the poar
Agtajusl wiifien off
Closmg previsgn

Debrer pagers - et off Brovosn
181 Movement is advance tax - net

Hadsacy as al | Janeary

Tax paed
Frowlsion for tansbon

Halance az a1 ) Decesber

1% DEFERRED TAX ASSET-NET

Tazabde temporary difference

Seerphas on cevabiaman of securies
DilBzrence botscin agcousiing book valuee of
Finied mevats and tae bass

Bedustible femperary @ilfereaces

Provigson lof other Eabilitien

Provesaen lor disinution i vales of wvesiments
Amesiiastion of premiem an mveshinenb

Frovisam agaimt nen-performing loars and adsmicss
Prayrsen agasil odher agris

Cogt of svaades o new shares
Minimum tax and alternote corporane tas
Unabsorted depreciation and carry fersard hases

Tawahle bemparary dlerence

Amortisation af dircount on @veslmenls
Difference betweea sevourimy book value of
fined wianty and tan bass

Brindag il temperary difercacey

Peuvision for osher Babilities

Frovsen (ur desinotagn @ vales of i@ esiimerels
Arferlisation of premisn on myvediments

Prowiiinn agaias rlu'n-plrhmilq b and advanges
Pruvimion agymsi other asnes

Mirwerem lax ard aliersan: soeporale lax
Wrabortasd deprecaracn and carry forwand hesses

Moy iy 2046
(Rupess)
LR PENS -3 16,767,347
N ITE LIS DTLE, A
Iry 9,305 346 T2, 140
A0S 18
73160960  33911,082
a0, 21011 CRE
747,140 £,131343
078, EAST, 164
__{BXINEST _(3947347)
C¥STRIT, 1027 13
31 Diecember 2017
Balance Recognlsed In - Recopabied in - Becognised in Balance a3 &L
e profid sad lass #ther share Recopsived in 3 nevymiber
01 Jasmiry sccount  comprehemsiee  premiwm  TEluation of 1L
IRI7 hm Bl dlfmnl
Mair {Flupes) -
i [133814) 3 - B 154,199 (44804
(sl LR AST = = . (23 373)
5854 LE0AET = - 154, 1% (6B, 10Ty
4,918,841 (981,91 A48T - . 1 904,192
5,053,080 - - - - L 163,040
STA1E i 59E . ¥ 2 48,117
[RETTEH 13709390 ; . - 410,041
188396 (1.389,458) MaETT = b 1L.165,437
- . - 1. TN, TR0 . 1,734,710
1,000 335 5230348 : : s E.241,247

LLEBARIZE  (10,088124)
-, 1L S e 11 N -1.1R

T Y7 RN - N M TV, cE AT

51 December 2008
Halance Recognined in Recognised in Recogrned in | Bl ETE TS
&l 8 profiland b ok Recugnised i revalustion of 31 December
071 Jsnuary SCOuRE comprehmsive  Share premium  asosts sccouni 14
& ifne
{Rupeec) A L i i . e =
{100 55K} . = - {13, 088) |55 ay
L1 500 W7 1,257,177 - : . 262 BXy
1,622,165} 1257277 : - {131,064 [495,554)
1,800,547 1363016 60,340y - - 4508 542
5,301,758 [I5E 57} - . - L 163030
15,042 5r23% - > ar ALY
5,148 578 45 520) - - - Lkadis
12,460,701 1011358 R 3 2 13,405 198
g LIHIE Ay - - 3,HIE 399
BJ03A8 _ [LAILAIF) L . . 15,089,320
A9 341478 (2336785 [hh 61} (Lloss) — TLINGTAY

131 The ﬂl—'fhlni_ tax asorl balance pevogeaiad in te firancial ssaiements repesents fie mansgenient™s best estimale of Be powntial Benefit which i@ enpected to be realived in
fetars yaars in the fores of rodaced t1s liability as the Bank woubd be able v 621 6T the profits earned in these yeses agiisat lowses camied forward from peioe years.

For the purpes of cumputing this Beechil, sua

Bk cic

\a.

A

b han pacy

A prujectnd financial szt of the Bank usag aceampiizas which e bakod 4 varous varishlc
Biors such as e soenamic outhook af the CuETy, few equily injection, ireslinen! prowth, mieesd e tiveragnts, expatiion in dapoaiian fadveges portfdio of 15
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14.1

4.2

14.3

15.1

152

153

14.1

DEPOSITS AND OTHER ACCOUNTS

Saving deposits

Fixed depasits

Current deposits - mandatary
Current deposits - normal

Particulars of deposits by awnership

Individual depositors
Inatinutional depasitors - Coqporation

Neare
43
I41
142

LN

7 0LE
Mamber of Amaunt Mumber of Amouni
Accounts {Rupees) ACCOUNLE [Rupees)
121 59300 122 55,703
B2 1,356,000 L 141,976,263
15,786 6,275,781 16,127 B, 494 842
By M4,183 B32 368,663
16,798 2,033,264 17,187 148895471
16,798 9,033,264 17,233 8,094,675
3 = 1 16,750, ()
16,798 9,013,264 17,233 24,844 675

As per policy of the Bank, bormowers wers required to save and deposit 10% of the original loan amount in a non-remuanerative
deposit account until 30 September, 2004, As at 31 December 2017, depasits under this requirement amount to Rs. 6,273,781

(2006:; Ba. 6,4%4 841,

These carry interest mee of 3.50% (2016 6.00%) per annum on saving deposits and 3.50% w0 11.50% (2016: 3.50% to 10.25%)

per anmm for fixed depasits,

OTHER LIABILITIES

Murk-up / interest / retum payable
Accmied capenses

Payable to sharcholders

Payable to defined benefit plan
Provision for compensated absenees
Provision for leave fare assictance
Payable oo customers

Unearmed mackup incoine
Withhalding taxes payable

Sales taxes payable

Fayable to Workers” Welfare Fund
Advanece fron customer

Note 7 206
(Rupees)
152857 1,606,911
6,717, 30% 4627512
151 4 558 452 26,600
265 4,373,620 12,433,118
3545311 2819 282
1,152,095 1,200,407
- 1565
14,080,543 12,558,599
B13.284 641,561
6643, 304 2805 086
I5.2 213,438 228 4348
1957092 3

71,869 447 34 259,383

This majorly represents amownt received in 2007 from LOLE Private Limited.

T?Il.i-.l..l'l.'ﬂl..'lllln.'s pravision on account of Sindh Warker's Welfare fund (SWWF). As the Bank is generating income within and
outside Sindh, therefore, the total charge of WWF has been apportioned on the basis of tumover.

Heconciliation of changes in other labilities arising from financing activates

Balarce &5 al (1 January
Changes from financing cash flows
Dividend paid

Chher changes - ability relased
Cash based .
Mon-cash bosed

Actianial {loss} £ gain on defined benefin plan

Dividend declared

SHARE CAPITAL
Authorised capital

Yy Hila
(Mumber of shares)

230.000,000 250,000,000 Oedinary shares of Rs. 10 each

Cmm

39,250,343 17,877,451
33,765,695 11,170,728
(1,155,501) 211,204
AL 610,104 11381932

71,869,487 39250383

2017 2086
{Rupees)

e BSI00U0000, 250,000,000



16.2  Issued, subseribed and paid-up share capital

iy 2015
Mumber of shares

230,830,000 115,182,000 Ordinary shares of Rs. 10
cach fully paid in cash

16.3 Share capital has been subscribed by the following:

17.

14,

18.1

1.2

19,

0.

Ministry of Finance - Sultanate of Oman
Ministry of Commerce - Sultanate of Chman
Pak Orman Investment Company Limited
LOLC Private Limited

SURPLUS ON REVALUATION OF ASSETS
= MNET OF DEFERRED TAX

Surplus on revaluation of securities

Q

woted securitics
Askari High Yield Scheme
Pak Oman Advantage Blamic Income Fund
MNAFA - Income Opportunity
MAFA - [slamic Fund Capital Protected Sirategy

Less: Related deferred tax effect

MEMORANDUM 7 OFF BALANCE SHEET ITEMS

Commitments for fixed capital expenditure

The tax contingencics have been disclosed in note 24,3,

MARK-UP RETURN INTEREST EARNED

In

terest £ mark-up on:

« Advances

= [nvestment in Federal Government Scourities
= Amartisation of Pakistan Invesiment Bond

- Lendings to financial institutions

- Deposit accounts

- Tenn deposil receipls

- Certificate of depaosits ~

= Chheers

|

ARK-UPfRETURMN / INTEREST EXPENSED

Dreposiis

\

poete

Note 7 2006
[(Rupees)
143 ]IMEJﬂ'ﬂ.ﬂﬂ 1,151, 8230 (HM)
767,112,118 767,112,110
1 10
384,707 880 3H4,707 830
1,156,480,000 -
1,308,300,000 1,151,320 000
179,337 .
. 277,690
- 589,234
- 65,171
179,337 932,095
i3 {44, 534) [233,024)
134,503 699,071
171,672,294 140,186,227
3,247,691 053,152
(311,854) (175,749}
26,736,661 21,907 443
10,098,977 1,505,358
30,629,245 10,240,446
1,150,616 529,661
131,792 394,838
H-m.ﬂifila_ l?ﬁ-|54li3'.fﬁ
9,391,785 4,977,136




21.

X

L1

23,

5.1

OTHER INCOME Nate

Gain on disposal of fixed asscts
Recoveries against written off advances

Capital gain on sale mutual funds unit
(Hhers

ADMINISTRATIVE EXPENSES

Salaries, allowances etc.

Bonus to employees

Contribution o defined contribution plan

Charge for defined benefit plan 26.6
Charge for leave fare assistance '

MNon-executive directors allowances and other expenses

Training

Reent, rates and taxes

Legal and professional charges

Utilities

Comumuanications

Fepairs and maintenance

Vehicle runming

Insurance

Travel and transporiation

Stationery and prinling

Fees and subscription

Advertisement and business promolions

Auditors' remuneration 221
Depreciation T2
Ampriization of intangible assets i3
Bank charpes

Other expenscs

Auditors’ remuneration
Audit fee

Special certifications
Out of pockel expenses

OTHER CHARGES

(Reversal) S Provision for Workers' Welfare Fund 231

7 2016
(Rupees)
656,739 405,632
5,520,510 4,758,124
11,679,269 13,381,253
421897 320,445
18,279,415 18,865,454
104,014,583 58,354,637
5,538,252 4,636,267
4,001,741 3,671,395
3,725,010 1,492 563
4,264,776 3,628,648
9,828,319 5,571,555
458,453 174,164
15,713,673 20,608 492
1,411,329 2659191
3,365,136 2,881,998
3,835,298 3,127 504
3,241,318 2,580,047
2478471 3,480,368
4,961,578 4815353
6,236,620 4,925 463
5,455,804 3,720,123
1,060,875 731,003
BO30 116 6,236,158
781,428 BOE, 5943
9,056,293 9056018
TH3,668 [, 524,950
713,407 L.195,622
3,236,736 3,768 442
213,105,964 !H-I.iﬁll?lﬂﬁ
473,550 473,550
146,293 146,298
162,530 189,095
TEZ 425 303;9-13
{414,853)
= (4 14@:

This includes reversal of provision for Federal Workers' Welfare Fund amounting to Rs. 547,760 for the
period from 2008 to 2015, based on Supreme Court's judgernent dated 10 Movember 2016

A e



24.1

4.1

24.3

TAXATION m7 26
(Rupecs)
For the year
- current 6,973,892 5,722,544
deferred 7,208,153 2,336,285
14,182,045 8,058,829
For prior year
Current = 225,323
deferred -

= 225,323

—14182,045 284,152

Relationship between tax expense and accounting profit

Accounting profit before tax : 43,743,657 14769836
Tax rate 0% 319

Tax on sccounting profit 13,123,007 4,578 649
Tax effect of axation at reduced rate - (B1,268)
Tax effect of ACT and Capital Gain Tax in current tax 1,770,954 266,089
Prior year tax - 225,323
Tax effect of change in tax rate (T12,0068) Q0,350

14,152,045 5,284,157

The Finance Act 2007 had introduced amendments to the Income Tax Ordinance, 2001, through which income
of Microfinance Banks has been conditionally exempied from tax for five years commencing | January 2008
under clause 66 (viii) of Par [ of the Second Schedule. However, the Finance Act 2007 has also introduced the
Seventh Schedule to the Income Tax Ordinance, 2001 which is applicable to Banking Companies. Under Rule &
of the Seventh Schedule, no exemptions of the Second Schedule are to apply 1w Banking Companics. The
excmplion of Clause 66 (viii) therefore appears to be overruled by Rule § of the Seventh Schedule. However,
based on the opinion of the Bank's lawyer, the Bank continees to prepare and submit its tax relumns as a
microfinance institution and does not follow the Seventh Schedule.

Tax contingenacies

The income tax returns for the tax year 2007 to 2017 have been filed which are deemed 10 be assessed under the
provisions of section 120 of the Income Tax Ordinance, 2001.

show cause notices in respect of tax year 2008 and 2010 issued by the Additional Commissioner [nland
Revenue (ACIR) vide orders dated 17 February 2009 and 22 Movember 2010 ender Section 122 (5A) of the
Income Tax Ordinance, 2001 whereby ACIR, for the tax year 2008 and 2010, raised concerns over admissibility
ol provision against nos-performing advances, bad debis written off, provision for leave fare assistance,
amortisation of discount on Pakistan Investment Bonds, amortisation of Government grant, Further, concerns
were raised on the apportionment of expenses o dividend income, computation of minimum tax on turnover
and ron-payment of tak on dividend income. For the tax year 2010, ACIR raised an additional concern on

incorrect claim of penally imposed by State Bank of Pakistan, Aggregate effect of aforementioned show cause
notiees amounts to Bs. 13,981,689,

In response of the above concerns, the Bank has filed its responses via Letters No. CT 1846 and CT 2020 for the
tax year 2008 and Letters No. CT 565 and CT 1319 for the tax year 2010, communicating their point of view.
No orders have so far been issued by the ACIR, Baged on the opinion of the tax consultanty, the management
cxpecls posilive outcome of the responses. Accordingly, the effect of the show eause nofices has nol been
considered in these lnancial statements.

Yl



15,

26,

26.1

26.1.1

26.2

NUMBER OF EMPLOYEES

2017 2016
Credit/  Banking ! Total Credit/  Banking / Total
Sales Support Sales Support
Permanent 57 62 1o i1 32 68
Contractual 70 L 167 100 BE |28
Total number of employees L6 150 186 36 120 236

DEFINED BENEFIT PLAN

Staff Gratuity Scheme

As disclosed in note 5.10.2, the Bank operates an approved funded gratity scheme for its employees. The
accounting policy for recognising actuarial gains and losses is disclosed in note 5.10.2 to the financial
statements. The information in notes 26.1.1 to 26.9 relating 1o the 2017 and 2016 financial year has been

oblained from the actuarial valuation report.

Principal sctuarial assumptions

The latest actugrial valuation for defined benefit plan scheme was carried out as at 31 December 2017 using the
Projected Unit Credit Method (PUCM). The following significant assumptions were used for the actuarial

valwation:

Dizcount rate

Expected rate of increase in salary levels - senior employees

Expected rate of increase in salary levels - other employecs

Mortality rates assumed werz based on the 0% of the EFU(61-66) table.

The amounts recognised in the balunce sheet are as follows:

Note
Present value of defined benefit obligation 263
Fair walue of plan assets 26 4

Movement in the preseat value of defined benefit obligation

Present value of obligation as a1 January 1

Current service ¢osl

Past service cost

[nterest cost

Benefits paid

Actuarial {gain) / loss on remeasurement of obligation
Present valug of obligation as at December 31

, o)

1017 2016
Percent per annum

7.75 1.25
4.75 4.15
4.75 4.15
17 2016
{Rupees)

10,072,655 1B.936 276
(5,643,037}  (6.553,158)
4427618 12,4331 IL

15,936,276 16,373,877

2,991,205 2,703,537
290,515 -
009,384 [, 249 246

(12,886,101)  (1,916,614)
(127,634 376,230

—10072,655 18986276



6.4

6.5

2.6

6.7

26.7.1

16K

16.10

I6.11

Mlovement in the fair value of plan asseis Narg M7 i
(Hupees)

Fair value of assels a3 at January | 5,553,158 1, 000, B0
Expected retum 475,104 460,220
Contribabtions 11,886,101 1412118
Benefits pad {12,886,1010) (1.906,614)
Actuarial gain / (oss) (1,383,215) 587,434
Fair value of assets as at December 31 645,037 6 551 158

—_— e

Mlovement in the net (asseis) | lability recopnised in the
balance sheet are as fallows:

Opening labilicy 12,433,118 10,573,897
Charge for the year 4.6 1715010 3402 503
Other comprehensive income L,155,591 (211, 204)
Benefits paid ) (12,886,101} (1,422 118)
Clasing liahilicy 4417618 12433 118

The anvount recognised in the profit and loss account is as Follows:

Currenl service cost 2.991,205 2,703,537
Fast service cost 199 515 "

[nlersst cost 434,180 159,026
Mt charge for the year JIisnie 3492 563

Actuarizl (losses) £ gaing

Mot unsecognised actuanal {losses) / going as ab Janoary |

Actuarial gain J {loss) on remeasurement of obligation e | (1155 501 218,204
(1,155,591} 211,204

Actuarial {gan) / loss recognised in;

- other comprehenzive incoms 1,155,591 {211,20:4)

- profit and loss aceount - -

Met unrecognized actuarial {bosscs)/ paing as a1 December 31 =

Actuarial losses / (galn) on Femeasurement of obligation comprise of:

Demaographic ssammptions H

Finamgial loss - =
Experience adjusiment 137634 376230
Investment peturm (1,383,225, {587.434)

[LI25.591) (2112041

Tmpact on defined benefit obligation
Change in Inerease in Decrease in

assumpiion assumption assmmption
———— (Rupees]) —---mmmeees

Sensltivity analysiz

Discoum rate 1% (440, 806] 4595 4465

Salary increases 1% 503,315 (460,31 2)

Historical inforniation | 17 016 20135 2014
(Rupees)

Fresent value of defined benefic obllgation 1LBT2 655 18,986,276 16,573,877 17 4% 686

Fair value of plan assets {5,645.037) {6,553, 158) 16,000,000 -

(Surplus) 7 deficit 4,417,618 12433118 10,573,877 17 4% 686

The expecivd gramity expense and contribution for the nest year ending 31 December 2008 works out 1o Ks, 3,143,872 and R
3B34.858 respoctively.

The averayge duration of the plan 5.1 years on 31 Decomber 2007 (2016: 4.5 years).

\;"Iwi P
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mi

I8

281

142

.

M2

NUMBER OF BRANCHES

Branches at the beginning of the year

Opened during the year
Closed duning the vear

Branches at the end of the year
The Bank also has 14 service centers (2018; 14} in operation abong with branches.

REMUNERATION OF MRECTORS AND EXECUTIVES

7 2014
[(Mumber)
16 If
3
9 16

The aggregate amounis charged in the fnancial stalements for the year in respet of remunerations, including all benefits ta the Chief
Execgutive, Directors and Executives are o3 fallows

Managaal remuneration

Contribation to defined
contrbution plan

Utilities allowandse

Medvcal allowance

Conveysnce

Bonus

Charge for defined
benefit plan

Direcior fees

Oihers

Muwmmber of persans
AL year end

w17 ils
President | drectors Executives Pregidesnt / Direciors Execinlives
Chiel - Chief
Executive Exevulive
CHifleer Officer
(Rupees)
17,726,873 - 1303, 181 13,592 063 15,605 540
1,473,541 Tal, 143 L 105.9460 1,300 410
£ - . 108,541 &7 800
1,771,693 - 1,366,233 §,33%9.207 1,560,554
SHY. 813 1,145,527 195,780 508 000
FL5I0 1508 484 §,227 66 1544 564
1,380,383 B 1,290,179 I,116,005 - Tie 504
- B40,155 - B 632 9ER -
= - - 1,227 606 1 481,764
;}i'i'a'ih!?ﬂ H-'I]-IISS Iléiﬂ.'ﬁ? I'?.'}E%I'.'?! [CEREET 22 704 946
1 b ] 1 i3 H

The Bank has provided fhoe use of Bank's maintained cars 1o the Chsel Exceutive OfTicer. Some excoutives have also been provided
with frie use of the Dank cwmed cars in sccordance with the terms of their employment,

Executive means employees other than the Chiell Executive and Directors, whose basic salary exceed five hundred thousand pupacs i a

financial year

EARMING PER SHARE

Basie

Prafi alber waation

Weighted average number of ordinary shares

Earning per sleare - Basic and dilubed

[Hiliated

Fill ) 2016

Rupies 19,561,612 BARS A5

Humber 173,006,000

Rupeexy

103332685

ey o

0,171 LR

Mo figure for dilited camings per share has been presented as the Bank has not issued any instrumsent which would have an impact on
basic eamings per share when exercised.
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RELATED PARTY TRANSALCTIONS

The Bank his related party relationship with i1 parent, sssociates, emplovee benefit plans, and ils key management personnel {including their
associntes), The details of investments kn msocios s stated in pote 9 1o these financial statements

Comtribuions to the accounts im respect of safl retirement hesedles are mrade wn sccordance with actuarial valuation ! terms of the conmbution
plan. Remuseration of the key management personmel are in accordance with the terms of their employmesd. Other fransactions are camied out 35

per agreed lerms.

The details of cransacibond with related parties, other than those which have been specilically disclosed elsewhere in the financial slabermends are

g fodlows

The volumes of related pany taestaciuny, calstanding balances e e end, snd relsed expense s tecome of the year are a8 Rollows:

Muture af relansd

] HHG
purty Irkeqasekin A arkl Eh'l-'ll'l'-l'-ll-ll Hrpald / sale A i 31 Al Given i rrsiade Ricpasd § salc Aam 3
Jaouiry DHT  durieg ibe pear @ering ohe yrer  Decomber 2007 Jinuwary 2006 ducisg the year duning the yowr Decarmbar 14
[Rupest)
Eavestmrats E
AR T, L, TG A%, TR, 197 13T A3 01T 151,397,144 - TIET0. 544 [9eE 120 TRT) MM TRE
Lendings ns Naaacial
ELE L TT T
A ated TPE ML E A0 000 (1034, M008) Ak, 0 534,924,775 LR L] 1,257 8a 2 B4 174,700 000
MAdvances - il lesns
Ky sanageoent
pErrara | Ll B EAsanTs (0201 B35 358 241,783 A, 506,897 {TAI0 5G] 5108 166
Nore 7 2016
[Rupees)
(Mhir payahle
Cirmuiny fusd 4,373,510 12433118
tlinistry of Finance - Subansiz of Oiwan 4,838 482 26, oK)
Mark-up incams
Auinals EE!EI&! 21,736,731
Kooy management pericars] 131,791 !I'H-IH-!
Dividend income
Agacinies . 4719, 20
Esponyes Tor the year
Fueorinerstion w0 key management parsonpel 45,747,720 43 657,717
Mon-excoative divector’s e f nemiseralion 155 612 038
Charge for defiesd comtribution plan 4,001,741 3,671,305
=rvra
Charge for definad benefit plan 3,725,010 34537 563
’ —— et
CASH AND CASH EQUIVALENTS
Cash wnd balanccs with 5BE §F NRP "] 4177374 79945, 50%
Bralapces with other banks 7 J0,035 870 TR AT ADS

\gir- -

324,262 555 o 540101
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CAPITAL RISK MANAGEMENT

The objective of managing capital 15 10 safeguard the Bank's ability to conbioue as o going coocem,
50 that it could continue to provide adequate retums and benefits to stakeholders by pricing products
and services commensurately with the level of risk. It is the policy of the Bank to maintain a strong
capital base 8o 83 to maintain investor, creditor and market confidence and to sustain fuhire
development of the business. The impact of the level of capital on sharebolders’ return is also
recopnised and the Bank recognises the need to maintain a balance between the higher refurns that
might be possible with greater gearing and the advantages and security afforded by a sound capital
position,

Goals of mansging capital
The goals of managing capital of the Bank are as followes:

To be an appropriately capitalised institution, as defined by the regulatory authorities and
comparable o peers;

Maintain strong ratings and to protect the Bank against unexpected events,

= Availability of adequate capital (including the quantum) & & reasonable cost 50 as o eoable the
Bank to expand; and

- Achieve low overall cost of capital with appropriate mix of capital elements,
The Bank has no gearing risk in the current year.
Statutory minimum capital requirement and management of capital

As per amendments on Prudential Regulations (R-1) issued vide BPRD Circular No, 10 of 2015
dated 3 June 2015, the minimum paid up capital requirement (MCR), free of losses for
Microfinance Banks operating at national level is Rs. 1,000 million as at 31 December 2017. As of
31 December 2017, the share capital of the Bank stood &t Rs. 2,308,300 million (2016: Rs.
[,151.820) and paid up capital of the Bank free of logses is Rs, 2,239 million (2016: Rs. 1,061
million).

At present, the Bank defines capital as sharsholders' equity i.e, share capital and reserves. The capital
of the Bank i3 manaped keeping in view the minimum “Capital Adequacy Ratio” (15%) required by
the Prudential Regulations for Microfinance Banks / Institutions. The adequacy of the capital is
tested with reference to the risk-weighted asseis of the Bank. The caleulation of capifal adequacy
enzhles the Bank to asgess the long-term soundness. As the Bank conducts business on 8 wide area
network basis, it is critical that it is able w continuously monitor the exposure across the catire
organization,

The Bank manages its capital strecture and makes adjustments to it in light of changes in regulatory
and economic copditions, In order to maintain or adjust the capital structure, the Bank may adjust the
amount of dividend paid to shareholders, return capital to sharcholders or issue new shares.

As at 31 December 2017 the Bank's CAR was approximately 180.63% (2016: 122.33%) of its
weighted exposure,

g™
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FINAMOIAL ASSETS AND LIABILITIES

Interest rute risk

Trerest sate rigk is the risk that the value of n financial instrument will fuctuate as & result of changes in markes interest rate. The Bank's interest rate exposure stems mainly from its lendings ta fmancial
institutions, investmenns, Bank deposig and advances, This nsk is managed by regullar revesw of markel rabes.

EdfTextive yheld fmtereat Bcariog Mos-lasereit bearing Total
JAACrEI TR Lipog b meaths  (Over & months  Oer | yeis Dher five Sab jeaal Ll & s b Crvar & Dhver | yeir D Hive Bub fatal
W oae yrar  wpdo fien yosre yrary mosihs toome g io e yearn
il RAMR
“ LU
1l Dregembrer JO1T
Fekadcial assers
Cash and telarces with SEP ! MHF . . . & 171 T a . - 4,177,376 4LITTIT
[ banc e with oehr hanky | MEFL ¢ R4FES Gl -0 MIALEA, 132 s . - BIABEE, 133 1.817,847 . 1807447 IIBOEESTH
Lendings b fimancial inutiatioas G M SO - - - £54100e8, e - - A, e, W
Imve - et o pruvisi ST 1835005 1203 - BILEIL S04 1EILIN7, 144 - - 153,397, 144 EL R L]
4 - ot ol s L5 [ 15 1068, 701 &85, 118752 595843 1954847 Bl 975317 s, i Lil®318 1 53 805 [RTE T 3151335 SEL, 118, 564
{iiher i - - - 5 A B 204, B T e, 55 = = T, Tl el 0, bid), Sl
Lpsages D10 3S\woelel, _LISLstE3l
Flasncks] Bakdiiom
[epoiis and ciber woiouls 139, % 1, ) 1,350, 50 . L4154 LLTEE - . 4 661 7.5 000,364
DOiher Eakilitics L = 2 2 5 1 BAT.E57 < TLAERANT 71,9 48T
T LTI LT85 e TR o BNLIL
(o balanee sheet gap ™ AT M, T 9
1 Dot 204
Fimuncisd asscts
Cash s balances with SIF ¢ KBP E . . . . 1,56 50E . - - T, 5, i T IR
Hlalunces wilh oler banks | NUFls £ MEDs 1.75%4 5 I1RLET - - . 21,155,500 5,131,538 - . - 5,313,515 18427 M
Lendingi s Bnanial Estinrie AT, P - 1 £, 00,000 S . ILERE T ] - = - B, ML
Imvaioreeats - et of e Er R 155,255 000 IT.553,285 JAT058. 3RS T4 ESE 16D : i 174,855,160 LR
Advances - aet of provision Frm LT 1I3ST7,300 247,474 3559 HETIY 40 BRI AZEA0016 #3164 3,004 LERRE - 1,058,718 ATEATETH
Diher asses 3 . - - £ 14,833 50 L0536 - L 19,548,437 14, 546 417
20307118 TE2 KT BEJUL___ 3%1TE I 05,504, 50 NN KL g ME s | U616 6YE
Financial habilitie
Deposis and cther sccoanty 108,361,508 B0 D 20, p0 00 - 142 03 1 5vb &, 860,505 - - . &, Ba 0, S0 L4§, ER5ATL
{hiher lishikties ; £ . . LRSS 4000589 12433018 LJELL N 15,255,361
[ : 20, B0 p (K| 4074 1 3 TTNEEEES]
n balasse sheet pap Rt B THSIINE 276144767 3

Concentration of credit risk

Credit risk is the risk 1hat ene party 1o a finaneial instrument will fail wo discharge an chligation and cause the other party 1o incur & financin loss. The Bank's credit risk 15 primarily atributable to its
advances, investments ard its bendings to financial institutians. However, the Bank helieves that if is nod exposed 1o major concentration of credit risk, The Bank's credit risk in bendings 1o financial
iFstittions is limited becguse the counter party is an associated undenaking having high credit rating. The Bank has an effective loan disbursement and recovery moaitoring system which allows it 1o
cvaluate borrowers' credil worthiness and identify potential problem boass. A provisien for polential loan losses is mainwined as required by the Prudential Regulatsans for Microfinance Banks ¢ Inslitutions.
aximum amousnt of financal sssets wheeh are subject to credit risk smount to R, 674 million (20046 Re 661 milan).

o~



The analyiis below summarises the credit quality of the Bank's hisk balinces:

Hatlmg As om 31 Ason 3k

Bank cudegary  Dhecemnber 2017 December 2006
—— [Parciatags)

Rank belunces
Logal Currency
United Bank Limibted Owment Account Axls [ 1% 1. 7%
United Bank Limivzd-PLE Account Al LR TS 6.6%
Hahib Bank Limited-PLE Accoumnt A-14+ 0.0% 0%
Alsed Bank Limited-PLS Account Al 0.1% i
15 Bank-PLS Accoune -1 4.1% (%%
Summui Hesk Limited-FLS Account A-l 0.0% o
Undied Bank Limacd-Saving Account Al 0.0% Ll
Tameer Microfinance Bank-Savisg Account Al 0.2% 0.7%
Elruihhal Bank-Saving Account Al B4, 1% 1.3%
L} Microfisance Bank Limived-Saving Accosm A2 (L 4%
Tuszer Microfnance Bask-TDE A 9% I3™%
Khuihhal Bank-TDR Al 1.2% 17.6%
U Microfisance Hank Limited-TDR A EY 47 4%
FINCA Mezrofinancs Bank Limiied. TDR Al 1.2% %
Liquidity risk

Liguidsty risk ix tha risk of being wsable 1o raiie funds o 2 reasonabls price fo meel conasiiments when they Tll dug, or 1o laks ssvmmiage of invesiment
oftfpeitunilics whim they e, The mansgement cnsured thit funds are available a1 all limes to meet the fending fequirements of the Bank, The Bank

manages this Fisk by maintaining suffecient liquaday ar Head Ofics and Branches. Maximum amount of finesgial s which se sabjert 10 onedil risk
emount 1o K, 3E 5 million (2016: Ra 133 mallion)

SCHEDULE OF MATURITY DISTRIBUTION OF MARKET RATE ASSETS & LIABILITIES

in1a
Todal Upia ags meath Cieer oae mdolh Over als moaiby Prer soc your
i il maalka upls aoe year
iR
AcdhaiEs MIAFEIRS . [HET AT Ehhiba T T8 A Y
Lrivurs e B11411.Mu 44012604 PERHT B TLETS 51 ERTIE
Chiver Esming Awiets M. 015500 ¥ % 2 4§43 E:
Total markei s asvenn LT KRBT ML AN I5].614 855 1.8 st 2 SR
CHELT Ron ST LI —RELITEN . 161,117 838 C z
Tatal asirn Ladd daeis LA TR 1 s J2 e e
Miarkct re Eibillka
Larga Time Depitit Abve Rapocs 106 000 104 (a9 [ELTR - &M =
Al othaer Tiersg Dopeii - (s lisdurig Fincd Raic Depoara) i CxF2 - - Lo BI0IEN
Oker cost Bemng Dopeains EL R LA . * =
DeaTorAiigi § - " g =
Tatwd market racy Babiifilcs PR [LLATE . [SIWET ] 1200H
Chber ain coml beanay labalises 3 |53 837 LEN Lo = s
Tatad Sahibries —lb T e LT, L R - — .5 L
Fu L]
Tasl Lipa i i Uhver are manih CIver Gn masins Dlugd s year
apis w1 morehe L (0

Adhargis A ATE TS LA L] 105 382 (xaf 1 1175 LR R
IrcTEnaTn HLAEIES 10,009 000 FRHOL NS08 17551385
Oirer Fsming Ausas 481 Me g b . B TN O b
Taisl marki rie &1 PRERELLAL ERCREE T 1530 e 1712250 BE AL A2
CHEGT BOT-UTRg 21845 1T 31 150 Hiisaas 1897 74 FEC L B4, 147 6T
Talal aimvcls Liafs s AR ERET 138408 K71 211 |
Prlarfact rwor Bah o
Bargd Thimd Dhgei il fbmier Rapooy 100 060 Ld1. 316 15 ' HOR T3 | 104 253 080 et |
All CHaar Tirss Dopasts « {liclndhing Fived Baie Depeais) A (3 . ELIEL ] 138000 .
s Tigt Beanag Deponinn R Sik] 55501 . : -
Bafioisgi ' 3 = E i
Tatal marka garg Gabgilio TATAL ] S 33,40 1€444 041 104,452,000 WAL
el Addicon! beanng kabdmes A& 11 Exd 1A 816 4R 13800 %35 LI183T 14,242 46
Tatal Habsditka "il“ﬂ“ L3 ﬁ" gl*l 29,3048 %47 m !: JAL A

Falr valug of Anancial Insirements

Fuir walue i5 b Soniend for which e asset can be cxchanged, o liability setiled, betwoen knosbedgeatls williog partics in ans's kngih iranssceion.
Consequently, diffirenses may anise betwees the carrping values and the fie walues colimaies. The Bisk measures Fair vabsss using the: fllgwing Fair
waber hicrarchy that reflects the significance of the isgats we in making he measurements:

Lavel 1: Fair value seaiurements using quosed praces {unadjssed) in active markes for ieniical usses or Kabililse,

Laved 1: Fair value sscasuremints using mpest other thas quoted prices incloded within Ravdd | thar ane obicrvabls Sor the assot o liaziliy, eather dircgily
{32, a5 prces) or imfinectly {i.e, derived rom prices).

Leved ¥ Faie value mcasorements using inget Tor she asset of TahiZiy that arg non based on ohservalie market daia [i.¢. unobservable impurs)

\ll; {1.‘.'\.
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36, GENERAL

Comparative information has been reclassified, rearranged or additionally incorporated in these financial
statements for the purposes of better presentation.

- Figures have been rounded off to the nearest Rupee unless otherwise specified.

- Where there are no amounts (o be disclosed in the account captions as prescribed by BSD Circular No. 11
dated 30 December 2003 issued by the State Bank of Pakistan (SBP) in respect of forms of financial
statements for Microfinance Institutions / Banks, these captions have not been reproduced in these financial
statements except for the balance sheot and profit and loss account,

37, DATE OF AUTHORISATION r1
0§ MAR 2018

These financial statements were authogised for issue on by the Board of Directors
of the Bank,
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