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AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of FINCA Microfinance Bank Limited (the Bank) as
at December 31, 2015 and the related profit and loss account, statement of comprehensive
income, cash flow statement and statement of changes in equity together with the notes forming
part thereof (here-in after referred to as the 'financial statements'), 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 accounting
standards and the requirements of the 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 auditing standards as applicable in Pakistan.
These standards require that we plan and perform the audit to 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
statements. 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 our opinion and, after due
verification, we report that:

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

(b) in our opinion:

(i) the balance sheet and profit and loss account together with the notes thereon
have been drawn up in conformity with the Companies Ordinance, 1984 and
the Microfinance Institution Ordinance, 2001 and are in agreement with the
books of account 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

(iii) 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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(©)

(d)

Chartered Accountants

in our opinion and to the best of our information and according to 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 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 December 31, 2015 and of the profit, comprehensive income. its cash
flows and changes in equity for the year then ended: and

in our opinion Zakat deductible at source under the Zakat and Ushr Ordinance.
1980 (XVIII of 1980), was deducted by the bank and deposited in the Central Zakat
Fund established under section 7 of that Ordinance.
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Engagement Partner:
Rana M Usman Khan

Dated: March 31, 2016

Lahore
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FINCA MICROFINANCE BANK LIMITED

BALANCE SHEET
AS AT DECEMBER 31, 2015

ASSETE

Cash and balances with SBP and NBP
Balances with other banks/NBFIs/MFBs
Lending to financial institutions
Investments - net of provisions
Advances - net of provisions

Operating fixed assets

Other assets

Deferred tax asset

Total assets

LIABILITIES

Deposits and other accounts
Borrowings

Subordinated debt

Other liabilities

Deferred tax liabilities

Total liabilities

Net assets

REPRESENTED BY:

Share capital

Discount on issue of shares
Statutory reserve
Depositars' protection funa

Accumulated loss

Deferred grants

Total capital

Memorandum / Off-balance sheet items

Note

10
11
12

13

14
15

16

i 8

19

2015 2014
Rupees Rupees
356,638,478 320,860,590
409,990,696 597,224,270

1,039,196,250
5,418,675,734
776,652,189
283,848,386
166,917,194

447,527,092
3,994,667,715
582,646,784
214,588,341
222,956,184

8,451,918,927

6,380,470,976

6,057,364,103
115,000,880

346,019,502

4,656,176,907
201,099,714

241,007,252

6,518,384 ,485

5,098,283,873

1,933,534,442

1,282,187,103

6,348,887,110
(4,089,040,293)

68,843,467

17,928,449

(431,381,215)

4,731,980,440
(2,957,205,624)

35,604,563

8,881,508

(565,185,410)

1,915,237,518

18,296,924

1,263,875,477

18,211,626

1,933,534,442

1,282 187,103

The annexed notes from 1 to 39 form an integral part of these financial statements

hief Executive cer

ey ush

pYK

JaLe

Director



FINCA MICROFINANCE BANK LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED DECEMBER 31, 2015

Mark-up / return / interest earned
Mark-up / return / interest expensed
Net mark-up / interest income

Provision against non-performing loans and advances
Provision for diminution in the value of investments

Bad debts written off directly

Net mark-up / interest income after provisions

Non mark-up / non interest income
Fee, commission and brokerage income
Dividend income

Other income

Total non mark-up / non interest income

Non mark-up / non interest expenses

Administrative expenses,

Other charges

Total non mark-up / non interest expenses
Profit before taxation

Taxation - Current year
Prior years
Deferred

Profit after taxation

Earning per share

Appropriations are reflected in the statement of changes in equity.

The annexed notes from 1 to 39 form an integral part of these financial statements.
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Note

20
21

25
o
&)

22

23

24
25

26

30

2015

2014

Rupees

1,899,753,877
(534,669,450)

Rupees

1.247,136.155
(361,257,501)

1,365,084,427

885,878,654

(77,511,013}

(47.015,612)

(28,143,149) (767,329)

(105,654,162) (47 762,941)
1,259,430,265 838,005,713
283,396,327 218,933,961
42,775,745 16,282,686
326,172,072 235216 647

1,585,602,337

1,073,312,360

(1,322,012,402)
(18,369,779)

(1,030,557,203)
(11,968.019)

(1,340,382,181)

(1,042,525,222)

245,220,156 30,787,138
(21,831,502) (14,660,702)
{56,694,134) 160,010,360
(78,525,636) 145,349,658
166,694,520 176,136,796
0.308 0.372
YA
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FINCA MICROFINANCE BANK LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2015

Profit after tax

Other comprehensive income for the year - net of tax

items that will not be reclassified subsequently to profit or loss:
Remeasurement of post defined benefit obligation
Impact of deferred tax

ltems that may be reclassified subsequently to profit ar loss

Total comprehensive income for the year

The annexed notes from 1 to 39 form an integral part of these financial staterments.

wteel 0L b
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2015 2014
Rupees Rupees
166,694,520 176,136,796

(1,871,839) (5,779,761)

655,144 2,022,916

(1,216,695) (3,756,845)

165,477,825 172,379,951
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FINCA MICROFINANCE BANK LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2015

Balance atDecember 31, 2013

Profit for the year
Other comprehensive income - (net of tax)
Total comprehensive income for the year

Transfer to statutory reserve

Transfer to depositors' protection fund
- return on investments - nel oi lax

Balance atDecember 31, 2014

Profit for the vear

Other comprehensive income - (net of tax)
Total comprehensive income for the year

Transfer to statutory reserve

Transfer to depositors’ protection fund
- return oninvestments - net of tax

Transactions with owners:
-Issue of share capital
Balance at December 31, 2015

The annexed notes from 1 to 39 form an integral part of these

LU f )

Chairma

Chief Executive Officer

Capital reserves

Revenue reserve

Share Discount on issue Statutory Depositors' nccumulated loss
capital of shares reserve protection Total
fund
.......................... HRUPeRR) ~= <l n s nc R SR s R
4,731,980,440 (2,957.205,624) 277,204 69,301 (683,531,162) 1,091.590,159
- - - - 176,136,796 176,136,796
- . - - (3.756,845) (3,756.845)
- - - - 172,379,951 172,379,951
- - 35,227,359 - (35.227,359) -
= = 5 8,806,840 (6.806,540) -
- - - 5,367 - 5,367
4,731,980,440 (2,957,205,624) 35,504,563 6,881,508 (555,185,410) .__nmm.w...m.bq.w.l
: - « - 166,694,520 166,694,520
- - - - (1,216,695) (1.216.695)
: 2 . - 165477,825 165,477,825
- - 33,338,904 - (33,338.904) 2
- - - 8,334,726 (8,334,726) .
= - - 712,215 - 712,215
1,616,906,670 (1,131,834,669) - - - 485,072,001
6,348,887,110 (4,089,040,293) 68,843,467 17,928,449 (431,381,215) _ 1,915,237,518
Lyx
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FINCA MICROFINANCE BANK LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation
Less : Dividend income

Adjustments for non-cash charges

Depreciation
Amortisation
Provision against non-performing advances

Prevision for diminution in the value of investments/other assets

Loss on disposal of fixed assets
Finance charge on leased assets

Amortisation of discount on held to maturity investment

Provision for accumulated compensated absences
Deferred grant recognised as income
Provision for gratuity

Increase in operating assets
Lending to financial institutions
Advances
Other assets (excluding advance taxation)

Increase in operating liabilities
Bills payable
Borrowings from financial institutions
Deposits
Other liabilities (excluding current taxation)

Gratuity paid
Income tax paid
Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Net investments in held for trading securities

Net investmeants in held-to-maturity securities

Interest income on depositers protection fund
Dividend income

Investments in operating fixed assets

Sale proceeds of property and equipment disposed-off
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Receipt/payments of sub-ordinated loan
Reciepts/ payments of lease obligations

Issue of share capital

Dividend paid

Grant received from donors

Net cash from financing activities

Decrease in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

The annexed notes from 1 to 39 form an integral part of these financial stafem
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Chief Executive Officer Chairman

Note

11.2
11.3
10.5
25

20
16.3.1

23
16.2.1

16.2.3

11.21

18

3z

s

Director

2015 2014
Rupees Rupees
245,220,156 30,787,138
245,220,156 30,787,138

65,547,276 52,382,197

24,342,007 19,435,062

77,511,013 47,015,612

10,881,968 1,170,020
(77,477,643) (45,771,820)

2,689,174 1,823,304

(9,167,155) (5.089,323)

21,082,557 13,666,402
115,409,197 54,631,454
360,628,353 115,418,592

(1,501,519,032)
(69,260,045)

(2,023,203,655)
(78,130,836)

(1,570,779,077)

(2,101,334,491)

918,567 3,108,550
(86,098,834) 201,099,714
1,401,187,196 1,920,713,731
76,169,170 71,660,147
1,392,176,099 2.196.562 142
182,026,375 210,666,243
(4,885,042) (2,698 784)
(14,665,517) (5,854 033)
162,475,816 202,113,426
352,545,759 (204,801,790)
(866,737,274) 201,572,348
712,215 5,367

(300,497,718)

(421,880, 860)

5,721,062 1,405,704
(803,255,956) (423.699,231)
485,072,001

9,252,453 10,345,000
494,324,454 10,345,000
{151,455,6886) (211,240.805)
918,084,860 1,128,325,663
766,629,174 918,084,860
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FINCA MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

1.1

1.2

3.1

STATUS AND NATURE OF BUSINESS

FINCA Microfinance Bank Limited, (the Bank) was incorporated on June 26, 2008 as a public
limited company under the Companies Ordinance, 1984 The Bank obtained the Microfinance
banking license from the State Bank of Pakistan (SBP) on August 12, 2008 under the provisions
of Microfinance Institutions Ordinance, 2001 and certificate of commencement of business on
September 4, 2008 from Securities and Exchange Commission of Pakistan. On October 27,
2008 the Bank received the certificate of commencement of business from SBP.

The Bank's principal business is to provide microfinance services to the poor and under-served
segments of the society as envisaged under the Microfinance Institutions Ordinance, 2001 The
registered office of the Bank is situated at 387-E, Johar Town, Lahore, Pakistan. Subsequent to
takeover by FINCA International the Bank has changed its name from Kashf Microfinance Bank
Limited to FINCA Microfinance Bank Limited with effect from November 25, 2013.

The Bank is licensed to operate nationwide. As at December 31, 2015, the Bank has 79
branches (2014: 42 branches) and 21 permanent booths (2014: 58) operating in the provinces
of Punjab, Khyber Pakhtunkhwa and Sindh.

The holding company of the Bank is FINCA Microfinance Cooperatief U.A., (a cooperative with
exclusion of liability incorporated in the Netherlands). The ultimate holding company of the Bank
is FINCA International, Inc., a not-for-profit corporation incorporated in the Washington DC,
USA.

BASIS OF PRESENTATION

These financial statements have been presented in accordance with the requirements of SBP
Banking Supervision Department (BSD) Circular number 11 dated December 30, 2003.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the directives issued by
State Bank of Pakistan, the requirements of the Microfinance Institution Ordinance, 2001, the
Companies Ordinance, 1984, and the accounting standards issued by the International
Accounting Standards Board (IASB) and interpretations issued by International Financial
Reporting Interpretation Committee, of the IASB as adopted in Pakistan.

SBP has deferred the applicability of International Accounting Standard (IAS) 39, 'Financial
Instruments: Recognition and Measurement' and International Accounting Standard (IAS) 40,
'Investment Property' for Banking Companies through BSD Circular No. 10 dated August 26,
2002. Further, SECP has deferred applicability of IFRS 7 "Financial Instruments: Disclosures"

through its notification S.R.O 411(1) / 2008 dated April 28, 2008. Accordingly. the requirements
of these standards have not been considered in the preparation of these financial statements.

'k



3.2

3.3

New accounting standards / amendments and IFRS interpretations that are effective for
the year ended December 31, 2015

The following standards, amendments and interpretations are effective for the year ended
December 31, 2015. These standards, interpretations and the amendments are either not
relevant to the Company's operations or are not expected to have significant impact on the
Company's financial statements other than certain additional disclosures.

IFRS 10 - Consolidated Financial Statements Effective from accounting period
beginning on or after January 01, 2015

IFRS 11 — Joint Arrangements Effective from accounting period
beginning on or after January 01, 2015

IFRS 12 — Disclosure of Interests in Other Entities  Effective from accounting period
beginning on or after January 01, 2015

IFRS 13 - Fair Value Measurement Effective from accounting pericd
beginning on or after January 01, 2015

Amendments to IAS 19 Employee Benefits: Effective from accounting period
Employee contributions beginning on or after July 01, 2014
IAS 27 (Revised 2011) — Separate Financial Effective from accounting period
Statements beginning on or after January 01, 2015
IAS 28 (Revised 2011) — Investments in Effective from accounting period
Associates and Joint Ventures beginning on or after January 01, 2015

New accounting standards / amendments and IFRS interpretations that are not yet
effective

The following standards, amendments and interpretations are only effective for accounting
periods, beginning on or after the date mentioned against each of them. These standards,
interpretations and the amendments are either not relevant to the Company's operations or are
not expected to have significant impact on the Company's financial statements other than certain
additional disclosures.

Amendments to IFRS 11 - Accounting for Effective from accounting period
acquisitions of interests in joint operations beginning on or after January 01, 2016
Amendments to IAS 1 - Disclosure initiative Effective from accounting period

beginning on or after January 01, 2016

Amendments to IAS 16 and IAS 38 Clarification  Effective from accounting period
of acceptable methods of depreciation and beginning on or after January 01, 2016
amortization OY &




Amendments to IAS 16 and IAS 41 Agriculture:  Effective from accounting period

Bearer plants beginning on or after January 01, 2016
Amendments to IAS 27 - Equity method in Effective from accounting period
separate financial statements beginning on or after January 01, 2016
Amendments to IFRS 10 and IAS 28 Sale or Effective from accounting period

contribution of assets between an investor and  beginning on or after January 01, 2016
its associate or joint venture

Amendments to IFRS 10, IFRS 12 and IAS 28 Eifective from accounting period
Investment Entities: Applying the consolidation beginning on or after January 01, 2016

exception
Certain annual improvements have also been made to a number of IFRSs.

Other than the aforesaid standards, interpretations and amendments, the International Accounting
Standards Board (IASB) has also issued the following standards which have not been adopted locally
by the Securities and Exchange Commission of Pakistan:

- IFRS 1 = First Time Adoption of International Financial Reporting Standards
- IFRS 9 - Financial Instruments

- IFRS 14 — Regulatory Deferral Accounts

- IFRS 15 - Revenue from Contracts with Customers

- IFRS 16 - Leases

4. BASIS OF MEASUREMENT
4.1 Accounting convention

These financial statements have been prepared under the historical cost convention except for
certain staff retirement benefits which are measured at present value and certain investments
which are measured at fair value and amortised cost.

5. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial statements in conformity with approved accounting standards
requires the use of certain critical accounting estimates. It also requires the management to
exercise its judgment in the process of applying the Bank's accounting policies. Estimates and
judgments are continually evaluated expectations of future events that are believed to be
reasonable under the circumstances. The areas where various assumptions and estimates are
significant to the Bank's financial statements are as follows:

a) Provision against doubtful advances (note 10.5)

b) Gratuity payable (note 16.2)

c) Accumulating compensated absences (note 16.23)

d) Residual values of operating fixed assets and intangibles (note 11.2 and note 11.3)

e) Deferred tax asset (note 13) wpg



6.1

6.2

6.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set
out below.

Cash and cash equivalents

Cash and cash equivalents for the purpose of cash flow statement represent cash in hand and
balances held with treasury banks and balances held with other banks in current and deposit
accounts with maturities of less than three months.

Advances

These are stated net of provision for non-performing advances, (if any). The outstanding portion
of the advances, payments against which are overdue for 30 days or more, are classified as
non-performing and divided into the following four categories as prescribed in Prudential
Regulations for Microfinance Banks issued by SBP:

a) Other assets especially mentioned (OAEM): These are advances in arrears (payments /
installments overdue) for 30 days or more but less than 60 days.

b) Substandard: These are advances in arrears (payments [ installments overdue) for 60 days
or more but less than 90 days.

¢) Doubtful: These are advances in arrears (payments / installments overdue) for 90 days or
more but less than 180 days.

d) Loss: These are advances in arrears (payments / installments overdue) for 180 days or
maore.

In addition, a general provision is maintained equivalent to 1% (2014:1%) of the net outstanding
halance (advances net of specific provisions) for potential loan losses. General provision is not
required in cases where loans have been secured against gald or other cash collaterals with
appropriate margin.

Specific and general provisions are charged to income for the year.

Non-performing advances are written off onz day after the loan is classified as 'Loss' in
accordance with the requirements of the Prudential Regulations for Microfinance Banks issued
by the State Bank Pakistan. However, the Bank continues its efforts for recovery of the written
off balances.

Investments

All purchases and sale of investments are recognised using settlement date accounting
Settlement date is the date on which investments are delivered to or by the Bank. All investments
are derecognised when the right to receive the economic benefits frem the investments has
expired or has been transferred and the Bank has transferred substantially all the risks and
rewards of ownership. 'D‘f X

Investments are classified as follows:



6.4

Held for trading

Securities acquired with the intention to dispose off within 90 days trade by taking advantage of
short-term market / interest rate movement are classified as held for trading investments.

These are measured at mark-to-market and surplus / deficit arising on revaluation of held for
trading investments is recognised in profit and loss account.

Held-to-maturity

Investments with fixed maturity, where management has both the intent and the ability to hold
till maturity, are classified as held-to-maturity and are initially measured at cost.

Subsequently these are measured at amortised cost using the effective yield method. Any
premium paid or discount availed on acquisition of held-to-maturity investments is amortised
and charged to profit and loss account over the remaining term of the investment using the
effective interest rate method.

Available for sale

Investments that are intended to be held for an undefined peried of time but may be sold in
response to the need for liquidity or changes in interest rates are classified as available for sale.

Investments classified as available-for-sale are initially measured at cost, being the fair value of
consideration paid. Subsequent to initial recognition at cost, these investments are measured at
fair value (quoted market price), unless fair value cannot be reliably measured. The investments
for which a quoted market price is not available, are measured at cost as it is not possible to
apply any other valuation methodology.

The surplus / (deficit) arising on revaluation of available for sale investments is shown in the
balance sheet below equity. The surplus / (deficit) arising on these investments is recognised in
the profit and loss account, when actually realised on upon disposal.

Operating fixed assets and depreciation

Capital work-in-progress

Capital work-in-progress is stated at cost less accumulated impairment losses, if any.

Tangible fixed assets - Owned

Operating fixed assets, other than capital work-in-progress, are stated at cost less accumulated
depreciation and accumulated impairment losses, if any.

Tangible fixed assets - Leased

Leases in terms of which the Bank assumes substantially all the risks and rewards of ownership
are classified as assets subject to finance lease. These are stated at amounts equal to the lower
of their fair value and the present value of minimum lease payments at inception of the lease,

less accumulated depreciation and impairment losses (if any). -



6.5

6.6

Financial charges are allocated over the period of the lease term so as to provide a constant
periodic rate of financial charge on the outstanding liability.

The outstanding obligations under the lease agreements are shown as a liability net of finance
charges allocable to future periods.

Depreciation

Depreciation is calculated using the straight line method so as to write off the operating fixed
assets, over their expected economic lives, Depreciation is calculated at the rates stated in note
11.2. The assets' residual values, useful lives and depreciation methods are reviewed and
adjusted, if appropriate, at each balance sheet date. The effect of any revision are charged to
profit and loss account for the year, when the changes arise.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future benefits associated with the item will flow (o
the Bank and the cost of the item can be measured reliably. All other repair and maintenance
are charged to income as and when incurred.

An item of property and equipment is derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. Gains and losses on disposals are determined
by comparing proceeds with the carrying amount. These are included in the income for the year

Intangible assets

Expenditure incurred to acquire computer software are capitalised as intangible assets and
stated at cost less accumulated amortisation and any identified impairment loss. These are
amortised using the straight line method over their estimated useful life.

Full month's amortisation is charged in the month of addition while no amortisation is charged
in the month of deletion.

Impairment

The Bank assesses at each balance sheet date whether there is any indication that assets may
be impaired. If such indication exists, the carrying amounts of such assets are reviewed to
assess whether they are recorded in excess of their recoverable amount. Where carrying
amounts exceed the respective recoverable amount, assets are written down to their
recoverable amounts and the resulting impairment loss is recognised in profit and loss account.
The recoverable amount is the higher of an asset’s fair value less cost to sell and value in use.
Where an impairment loss is recognised, the amortisation charge is adjusted in the future
periods to allocate the asset's revised carrying amount over its estimated useful life.

Grants

Grants are initially recognised at fair value in the balance sheet when there is reasonable
assurance that the grants will be received and the Bank will comply with all the attached
conditions. Grants that compensate the Bank for expenses incurred are recognised as other
income in the profit and loss account on a systematic basis in the same perieds in which the
expenses are incurred. Grants that compensate the Bank for the cost of an asset are recognised
in the profit and loss account as other income on a systematic basis over the useful life of the

asset. Dsfﬁ(



6.7

6.7.1

6.7.2

6.7.3

6.8

6.8.1

6.8.2

Staff retirement benefits
Defined contribution plan
Provident Fund

The Bank operates an approved defined contribution provident fund scheme for all permanent
employees. Equal monthly contributions are made by the Bank and the employees to the fund
at the rate of 10% of basic salary per month.

Defined benefit plan

Gratuity scheme

The Bank operates an unapproved non-contributory defined benefit gratuity scheme for all
permanent employees with a qualifying period of five years. Eligible employees are entitled to
one month's basic salary for each completed year of service upon their departure from the Bank.
The latest actuarial valuation was carried out as at December 31, 2015 using Projected Unit
Credit Method. Actuarial gains and losses arising from the actuarial valuation are recognised
immediately and presented in other comprehensive income.

Accumulated compensated absences

The Bank provides for its liabilities towards vested compensated absences accumulated by its
employees. The latest actuarial valuation was carried out as at December 31, 2015 using
Projected Unit Credit Method. Provision has been made in the financial statements to cover the
related obligation in accordance with the actuarial recommendation.

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 to the extent that it relates to items
recognised in other comprehensive income, in which case it is recognised in other
comprehensive income.

Current tax

Provision for current tax is based on the taxable income for the year determined in accordance
with the prevailing law for taxation of income. The charge for current tax is calculated using
prevailing tax rates or tax rates expected to apply to the profit for the year, if enacted. The charge
for current tax also includes adjustments, where considered necessary, to provision for taxation
made in previous years arising from assessments framed during the year for such years.

Deferred tax

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary
differences arising from differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding amounts used for taxation purposes. Deferred tax
liabilities are generally recognised for all taxable temporary differences and deferred tax assets

are recognised to the extent that it is probable that taxable profits will be available against which
the deductible temporary differences, unused tax losses and tax credits can be utilised.

pYX



6.9

6.10

6.11

6.12

6.13

6.14

Deposits

Deposits are recorded at the proceeds received. Markup accrued on these deposits, if any, is
recognised separately as part of other liabilities, and is charged to profit and loss account over
the period.

Borrowing

Loans and borrowings are initially recorded at proceeds received. In subsequent periods,
borrowings are stated at amortised cost using the effective yield method.

Finance costs are accounted for on an accrual basis and are included in other liabilities to the
extent of the amount remaining unpaid.

Provisions

Provisions are recognised when the Bank has a present legal or constructive obligation as a
result of past events and it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate of the amount of obligation can
be made. Provisions are reviewed at each balance sheet date and adjusted to reflect the current
best estimates.

Statutory reserve

The Bank is required under Microfinance Institutions Ordinance, 2001 to maintain a statutory
reserve to which an appropriation equal to 20% of the annual after tax profit is made.

Depositors' Protection Fund

The Bank is required under the Microfinance Institutions Ordinance, 2001 to contribute 5% of its
annual after tax profit and profit earned on the investments of the fund shall be credited to the
Depositors' Protection Fund for the purpose of providing security or guarantee to persons
depositing money in the Bank.

Revenue recognition

- Mark-up / return on performing advances is recognised using effective interest rate method
at the Bank's prevailing mark-up rates for the loan products. Mark-up / income on advances
is collected with loan instaliments due but unpaid mark-up is accrued on overdue advances
for a period up to 29 days. From the 30th day, overdue advances are classified as non-
performing advances and further accrual of unpaid service charges / income ceases.
Accrued mark-up on non-performing advances are reversed and credited to suspense
account. Mark-up recoverable on non-performing advances and classified investments is
recognised on a receipt basis

- Return on bank deposits and investment is recognised on an accrual basis.
- Fees and commission income is recognised as services are rendered.

v, (ad

- Other income is recognised on an accrual basis,



6.15

6.16

6.16.1

6.16.2

6.17

6.18

Foreign currency transactions

All monetary assets and liabilities in foreign currencies are translated into rupees at exchange
rates prevailing at the balance sheet date. Transactions in foreign currencies are translated into
rupees at the spot rate. All non-monetary items are translated into rupees at exchange rates
prevailing on the date of transaction or on the date when fair values are determined.

Exchange differences are charged to income in the period in which they arise.

Financial instruments

Financial assets and financial liabilities are recognised when the Bank becomes a party to the
contractual provisions of the instrument and the Bank loses control of the contractual contract
that comprise the financial assets and in case of financial liabilities when the obligation specified
in the contract is discharged, cancelled or expired.

All financial assets and liabilities are initially measured at cost, which is the fair value of the
consideration given and received, respectively. These financial assets and liabilities are
subsequently measured at fair value, amortised cost or cost, as the case may be.

Financial assets and financial liabilities

Financial instruments carried on the balance sheet include cash and balances with treasury
banks, balances with other banks, lending to financial institutions, investments, advances, other
assets, bills payable, borrowings, deposits and other liabilities. The particular measurement
methods adopted are disclosed in the individual policy statements associated with each item.

Off setting

Financial assets and financial liabilities are set off and the net amount is reported in the financial
statements when there is a legally enforceable right to set off and the Bank intends to either
settle on a net basis, or to realise the assets and to settle the liabilities simultaneously

Functional and presentation currency

Items 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
Pakistani Rupees, which is the Bank's functional and presentation currency.

Earning per share

The Bank presents earnings per share (EPS) for its ordinary shares which is calculated by
dividing the profit or loss attributable to ordinary shareholders of the Bank by weighted average
number of ordinary shares outstanding during the year. Diluted EPS is determined by adjusting
the profit or loss attributable to ordinary shareholders and the weighted average number of
ordinary shares outstanding for the effect of all dilutive potential ordinary shares (if any).
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2015 2014

7 Cash and balances with SBP and NBP Note Rupees Rupees
Cash in hand 93,549 573 53,848,843
Balance with Slate Bank of Pakistan Fc] 245,226,566 193,269,679
Balance with National Bank of Pakistanin .
Deposit account 7.1 17,601,439 | 6,852,218
Current account il 250,900 26,889,650
356,638 47 320,860.580
71 This represents the balance maintained with SBP and NBP to meet the minimum balance requirement equivalent 1o 5 % as cash reserve and 10% as

liquidity reserve of the Bank's time and demand liabililies in accordance with the Prudential Regulations,

2015 2014
8 Balances with other banks Note Rupees Rupees
In Pakistan:
Saving accounts 8.1 238,715,690 305,191,014
Deposit accounts 8.2 125,000,000 250,000,000
Current accounts 46,275,008 42 033256
409,890,696 597,224,270
B1 These accounts carry mark-up ranging from 4.5% to 9.3% (2014: 8.5% 10 2.8%) per annum
8.2 These term deposits carry mark-up ranging from 8.55% to 8.00% (2014: ©.9% to 10.65%) per annum with maturity up to ane manth
2018 2ma
9 Investments-net of provisions Note Rupees Rupees
Federal Govt. Securities:
Market Treasury Bills (Held for trading) - 347,179,992
Pakistan Investment Bond (Heid to matunty) - 100,347 100
Market Treasury Bills (Hald to maturity) 8.1 1,039,19¢€,250 -
1,039,196,250 447,527,082
8.1 These carry yield rate ranging between 641% to 585% per annum and have malurity upto April 14, 2016 These secunties have an aggregate face
value of Re. 1,050,000,000 (2014:Nil)
2015 2014
Hote Number Rupees Number Rupees
10 Advances
Aicra credit advances 101 90,804 5,438,119,108 78,497 4,002,045 755
Micro lease - - - -
Other advances 102 478 40,638,816 294 26,380,254
5,478,757,925 4028415009

Less: Provisions held:

Specific 104 2184 14,415,116 531 8,274,453
General 10.5 45,667,075 25472.841 |
Sub-Total 60,082,191 33,747,294
Advances (net of provision) 5,418,675.734 3994867715
10.1 All advances are secured by personal guarantees. This includes fully secured advances amounting to Rs.899,903,430 (2074 Rs 1,472 360 335

whereas the remaining advances are secured by personol guarantees except for staff loans.

10.2 These advaiices are staff loans and carry markup rate of 5% per annum (2014: 5%). This amcunt includes a loan sanclicned 1o the Chief Execulive
Officer of Rs. 4,260 820 (2014: Rs. 4,019.175) at a markup rate of 5% (2014. 5%,

10.3 Particulars of non-performing advances

The tolal advances of Rs. 126,350,098 (2014 Rs. 35,017,596 placed under non-performing status includes Rs 84,220,264 (2014: Rs, 10,934,466) against

secured gold loans:
DVA




QAEM
Sub-standard
Doubtful
Loss

Total

QAEM
Sub-standard
Goubtful
Loss

Total

2015

Amount Pravision Provision
Number outstanding % required held
Rupees Rupees
471 26,743,246 0 - -
345 19,097,718 25 2,005,553 2,005,553
1,327 80,116,646 50 12,117,737 12,117,737
1 388,388 100 291,826 291,826
2,154 126,250,998 14,415116 14,415116
2014
Amount Provision required Provision
Number outstandina % held
Rupees Rupees
294 12.447.080 o - -
228 9,218,825 25 1,440 585 1,440,565
408 14,088,029 50 6,670,225 6,670,225
3 163,662 100 163,662 163,662
931 35,617,596 B 274 452 8,274,452

10.4 This represents general provision equivalent to 1% (2014: 1%) of the outstanding advances net of specific provisions and those against which gold

collaterals are taken

10.5 Particulars of non-performing advances

Movement of provision against non-performing advances is as under;

201§ 2014
Specific General Total Speczific General Total
 (RAPROB).. o irsisvimimnars. 000 sz .. (Rupees) .
Opening balance 8,274,452 25,472,839 33,747,291 3,639,339 13,182,438 16,821,777
Charge for the year 57,316,777 20,194,236 77,511,013 34,725,211 12,260,401 47,015612
Reversal during the year - - B - - -
Amaunts writlen off 105.1 (51,176,113) - (51,176,113} (30,080,088) - (30,090,058
6,140,664 20,194,238 26,334,900 4,635,113 12,280,401 16,025 514
Closing balance 14,41 5;1 16 45i557|075 BO‘082I1 91 8,274,452 25,472,839 33,747,281
2015 2014
10.5.1 Particulars of write offs Note Rupeas Rupees
Against provisions 51,176,113 30,080,098
Directly charged to prolit and loss account 28,143,148 767,328
79,319,262 30,857 427
i1 Operating fixed assets
Capital work-in-progress 1.5 29,523,350 35,436,333
Property and equipment 1.2 638,494 507 463,999 450
Inlangible assats iy B . 108,634,332 82,271,001
776,652,189 582 646 784
1.4 Capital work-in-progress
Civil works 7,609,988 18,503,129
Equipment 9,781,274 5862737
Intangible assets 10,291,502 -
Adwvances to suppliers and contractors 1,840,188 12.070 467
29,523,350 36,436,333

YA



1.2 Property and equipment

Dwned assats

Land

Leasshold mprovements

Furniture and fixures

Computer ogquipment

Uifice eguipment

Vehicles

Assels held upder finance lease

205

2015
Cost Additions! Adjustments! Cost Accumulated  Depreciation chargel Adjustments/ Accumulated Book value Annual
as at {deletions) [Writa off) as at depreciation  (daletions)itransfers® (Write off) depreclation as at as at depreciation
January 1 December 31 as at January 1 for the year December 31 December 31 rate
(Rupees)
113,381,232 143,410,000 256,791,232 256,791,232 0%
186,338,039 42.155.014 {33.328) 213,261,826 23,786,206 21,400,510 - 39.355.174 173,906,652 0%
= (15,197 899) * (5.831.642)
73.288.240 3,674 882 . 73188982 13,554,087 T 74B40R - 19,526,720 53 662,253 10%
(477623} (3.306,517) (254,229) 1.521.537)
134 924 603 a7471.199 171,900 807 84 667 329 22472776 106,723,128 65,177,679 30%
(495,000} (416,977)
62,003,109 21,831,268 B2715.647 12,406,276 TAITIN . 10,288 454 63,427.193 10%
(11,900} (1,10€,830) (2 485) (533,188)
32,653,000 8,103,000 34.832.000 4,184,680 6.507 E71 $.302,502 25,529,498 20%
{5.924.000) (1.390.045)
602,598,228 256 645,363 (33.328) 632.690.494 136,596,778 65,547 276 . 194,105 987 .amm.sf. 507
(6 908 523) (19,611, 246) (2,063,720 (7.686 5347
602,598,228 256,645,363 (33,328} 832,690,494 138,598,778 55,547,276 * 194,195,987 638,494 507
(6,908,523) (19,611,246) (2,063,720 (7,886,347)

YA




11.2 Property and equipment [cont'd)

Owned assets
Land

Leasehold unprovements

Vehicles

Computer equipment

Office equipment

Furmniturs and fxtures

Assets held under finance lease

4

2014
Cost Additions/ Adjustments/ Cost Accumulated  Depreciation charge/ Adjustments’ Accumulated Book value
as at (deletions) (Write cff) as at depreciation  [deletionsptransfers” [Wirite off) depreciation as at as at
January 1 transfers December 31 as at January 1 for the year December 31 December 31
{Rupeas)
113,381,232 113,381,232 - - - - 113,381,232
51 254 D48 136,174,853 - 186 338,03% 13.618.072 10,292,358 - 23,786,306 162,551,733
{61.992) (1,028 870) (12.520) (111,604)
3,068,500 30,414,500 - 32.653.000 953.378 3,681 081 - 4 184 680 28.468.220
(830,000) {600.679) o3
95,613,234 42,068 050 - 134,924 608 58 777.555 28,821,775 * 84 667,329 50,257,279
(2,246,445) {1.441231) {1,008.60% {1,923,352)
32,892 329 28,293,362 - 62,003,108 8,121,046 4,365,325 12,405,376 49 594 7313
{182 582) = (79,995) -
31,397,673 42232 436 - 73,298,240 8,465 366 5,210,756 13,554,087 59,744,153
(331,869) - (122,035 5 o
215225 784 293,585,433 - 602,508,228 E9975417 52.382,195 - 138598,778 453,599 450
(3.752 Ba8) (2,470,101) {1.723,838) (2,034,956}
215,225,784 393,595,433 B 802,698,298 89,975,417 52,382,195 5 138,598.778 463,999,450
_u.ﬂmn“uw«_._ {2.470,1G1) (1,723,838) (2,034,995)

Annual
depreciation
rate

0%

10%

20%

J0%

0%

Dy A




1121

1.3

113

Detail of property and equipmant sold:

Accumulated
Particulars of assets Cost depreciation Book value Sale proceeds Particulars of purchasér Mode ol disposal
Owned assels
Vehicles
Toyota Corolia GLI 1,770,500 1383 608) 1,386,852 1,628,660 Numan Al Amjad Ag par Policy
Toyota Corolla GLI 1,770,500 (29.508) 1,740,992 1,800,000 Omara Haza A5 par Pohcy
Honda City __Pm“.u.._ﬁ 1,834,000 (427 833} 1,406,067 1,600,000 Car Valley As par Policy
Suruki Bolan 549,000 (548 5993) 1 460,000 Inswearce Claim Thaft
Iiems with book valu: of lowar
then Rs. 250000 or cost of
tower then Rs. 1,000,000 20,595,768 (8,526 683) 12,089,085 232202 As per Policy
26,519,769 (8,916,731) amﬂ_u.ﬂuu 5,721,062
2014 6,222,989 (3,647 230) 25715758 1.405.704
Inlangble assots
2018
Amaortization
charge/
Additions/ Accumulated (deletions) Accumulated Book value
Cost as at {deletions)’ Costas al amortization as at (adjustments) amaortization as at as at Usutul Life
January 1 {adjus D ber 31 January 1 for the year December 31 December 31 years
Rupees
Computer sofiware 165,452 178 50765338 219,257,516 85281177 24,342 007 110,623 1584 108.634.332 510
168,492,178 50,765,338 219,257.516 86,281 177 24,342,007 110,623,184 108,634,232 510
Intangible assets (cont'd)
2014
Amaotization
charge/
Additions/ Accumulated (detetions) Accumidated Book value Ul Life
Cost as at (delations)/ Cost as st amorzation as al {adjustiments} amartzation as al as al years
January 1 {adqusiments) Decembar 31 January 1 for the year December 31 Decamber 31
Rupees in '000
Computer software 143,284,167 25208011 162,492,178 EE5B46 118 19,425,062 85,281,177 82211001 5.10
143,264 167 25208011 168,492 178 66,846,115 19435062 85,281,177 82211001 510

oy X




2015 2014
Rupees Rupees
12 Other assets
Income / mark-up accrued on loans and advances 223,531,465 131,261,224
Income / mark-up accrued on balance with banks 104,270 €.856.214
Prepayments 17,940,558 19,035,207
Security deposits 2,194,844 2530544
Stationery and stamps on hand 5982242 4,395 645
Receivable from FINCA International, Inc. 18,488,325 13,737,824
Receivable from Middle East and South Asia 3,168,015 2,869,473
Others 12,438,667 33,802,400
283,848,386 214,588,341
13 Deferred tax asset
Deferred tax asset arising in respect of:
Gratuity payable 21,819,465 10,125 641
Accumulating compensated absences 4,981,280 1.471,009 |
Deferred tax asset on unused business losses 100,373,846 171,507,152
Deferred 1ax asset on unabsorbed depreciation 65,601,435 65601435
192,776,026 248,705,237
Deferred tax liability arising in respect of.
Operating fixed assets 25,858,832 25749053
166,917,194 222,956,184
1341 The deferred tax asset recognized in the financial statemants represents the management's best estimate of the potenlial benefil which is expecied to

be realized in furlure years in the form of reduced tax liability as the Bank would be able to set off the profits earned in |hose years against temporary

differences.

Management has orepared sirategic development plan of the Bank for five years using assumplions which are linked to various variatle factors such as the

14 Deposits
2015 2014
Note T Numberal Number of e
accounts Rupeces accounts Rupeaes
Fixed deposits 141 4,669 3,921,406,385 3,680 3,322,180.203
Saving deposits 141 100,308 1,295,568,840 06,733 833388 149
Current depesits 277,054 840,388,868 221,258 500,597,555
335'23_1“ 6,0567,364,103 321,671 4 656 178,007
14.1 These represents term deposits having tenure of 1 to 38 months carrying profit rates ranging from 5.25% to 14.15% (2014. 6.00% lo 14 15%) per

annum. The saving deposils represent accounts carrying intarest rates ranging from 6% to 10% (2014: 6% to 10%) per annuim.

2015 2014
Number of Number of
accounts Rupees accounts Rupeas
14,2 Particulars of deposits by ownership
1) Individual depositers 281,276 5,261,196,362 321,606 4,159,086.634
2) Institutional depositors
a) Corparations, firms and cther such entities 744 512,502,193 85 487,080,272
b} Banks and financial institutions 1 283,565,548 =
. 3B2031 6,057,364.193 321874 4,656,176,906
14.3 Deposits inciude deposits from related parties aiounting to Rs. 136,116,814 (20114: Rs. 146,103,385 housand).
2015 2014
15 Borrowings Note Rupees Rupeas
Borrowings from banks/ financial institulions in Pakistan
-Running Finance - JS Bank Limiter 151 - 201,089,714
-Running Finance - NIB Bank Limited 15 2 115,000,660 -
-Runring Finance - United Bank Limited 15.3 220
115,000,880 201,088 714

o
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151 This is @ secured against the partial guarantee of 40% cn lhe loss Incuried on account of principal, as provided by the Slale Bank of Pakistan (SBP)
Micrafinance Credit Guaraniee Fascility (MCGF) loan guarantee and a first pari-passu charge on all present and future assels of FINCA MFB io the extent of
financing amount with a 20% margin, Mark-up is payable quarlerly at rate of 3 months KIEOR + 1.65bps. (2014: 2month KIBOR + 1.65bps). Maturty of the
berrowing is upto Octlober 1, 2015 i-e one year from the date of first oraw down. The total financing amount is Rs. 400 millign

15.2 This is secured against the unconditional and irrevocable MCGF of 40% by SBF and rest 60% will be secured through first pari-passu hypothecation
charge on all assets including current and fixed assets located everywhere in Pakistan with 25% margin. Further any other security may be requested by bank
from time to time plus the bank shall have a banker's lien on all the customer deposits, accounts and properties held with the bank. Mark-up from first drawdown
is payable quarterly at the rate computed at 3months KIBOR + 1.60bps. (2014 3months KIBOR + 1.60bps.). Maturity of the borrowing is within 12 manths The
facility agreement is made during the year but not availed as yet. The tolal financing amount is Rs. 200 million.

15.3 This is secured against the unconditional and irrevacable MCGF of 40% by SBF and rest 60% will be secured through first pari-passu hypothecalien
charge on all assels including current and fixed assets located everywhere in Pakistan with 25% margin.Mark-up from first drawdown is payable gquarteriy at the
rats computed at 3months KIBOR + 1,00bps. (2014: 3months KIBOR + 1.55bps), Maturity of the borrowing is within 12 months, The total financing amount 15 Rs

2015 2014
154 Details of borrowings from financial institutions Note Rupees Rupees
Secured
Borrowings from financial instilutions 115,000,880 201,088,714

115,000,880 201,008,714
16 Other liabilities
Markup / return / interest payable 16.1 94,128,504 84,449 493
Bills payable 5,840,158 4,921.591
Accrugd axpenses 96,450,899 53,110,401
Current taxation 19,819,806 12,653 621
Gratuity payable 16.2 62,341,329 44,271,975
Accumulating compensated absences 18.3 14,232,228 11,543 054
Payable to FINCA Afghanistan 1,021,590 1,033,419
Withnolding tax payabie 6,681,973 153,600
Unutilized Grant payable to Stitching to Promate Woemen's World Banking 361,675 361,675
Sundry creditors 45,101,340 28,508,223

346,019,502 241.007.252
16.1 Markup payable on deposits from key management perscnnel amounts to Rs. 480 thousand (2014: Rs. 1,029 thousand) and on deposits frem
Dirgclors amounts Nil (2014; Rs. 644 thousand),

2015 2014
16.2 Gratuity payable Rupees Rupees
Present value of defined berefit abligation 62,341,329 44,271,975
Less . Fair value of plan asset % =

62,341,329 44,271 975

Following is the reconciliation from the opening balances to the closing balances for the net defined benefit liability / (asset) and its cempoanents

2018 2014
Rupees Rupees
Balance at 1 January 44,271,875 27,572,886
Included in profit or loss
Current service cost 16,376.744 10,257 348
Interest cost 4,705,813 3.408,054
21,082,557 13,666,402
Includec in GCI
Acluarial loss/(gain) arising from experience adjustimant 1,871,839 5,731,471
Less: Payments made during the year 4,885,042 2,698.784
Balance at 31 December G2.341,329 44,271,975
16.2.1 Expenses 1o be charged to profit or loss
Current service cost 16,376,744 10,257,348
Interast cost 4,705 813 3,409,054
Interest income on plan asset & =
21,082,557 13,666,402

16.2.2 Totsl remeasurement Chargeable in Other Comprehznsive Income D"{N




Remeasurement of plan obligation:

Acluarial {gain)/losses from changes in demographic assumptions
Acluarial {gain)/losses from changes in financial assumptions
Experience adjustments

Return on plan assets, excluding interest income
Tolal remeasurement chargeable in other comprehensive incoma

16.2.3 Changes in net liability

Balance sheet liability at January 1

Expense chargeable to profit and loss

Remeasurement chargeable in other comprehensive income
Benefit paid

Balance sheet liability at December 31

16.2.4 Significant acluarial assumptions

Discount rate used for profit and loss charge
Discount rate used for year end obligation
Mortality rates

16.2.5 Estimated expense to be charged to P&L in 2016

Current service cost
Interest cost on defined henefit abligation
Interest income on plan asset

2015 2014

Rupees Rupees
1,871,839 5731,471
1,871,839 5731471
1,871,839 5.731.471
44,271,975 27,572,886
21,082,557 13,686,402
1,871,839 5,731,471
(4.885,042) {2,B58,784)
62,341,329 44,271,975
11.25% 13.00%
10.00% 11.25%
SLIC 2001-05 SLIC 2001-05

Setback 1 Year

2016
Rupees
20,198,320
5,666,389

25.864.709

16.2.6 Significant actuarial assumptions for the determination of the defined obligation are discount rate and expected rate of salary increase. The sensilivily
analysis below have been determined based on reasonably possible changes of the respective assumptions occurring at the end of the reporling period, while
holding all otner assumptions censtant:

- If the discount rate is 100 basig points higher (lower), the defined benefit obligation would decrease by Rs.
7,116,546 (increase by Rs. 8,643,000)
- If the expected rate of salary increase (decreases) oy 100 basis points, the defined benefit obligation would
increase by Rs. 8,813,625 (decrease by Rs. 7,385 557) '
Furthermore in presenting the above sensilivity analysis, the present value of the defined benefit obligation has been calculated using the projecled unit credit
methad at the end of the reporting period, which (s the same as that applied in calculating the defined benelit obligation recognised in the balance shest

There was no change in the methads and assumptions used in preparing the sensilivily analysis from prior years.

16.2.7 The average duration of the defined benefit obligation 1s 12 years

2015 2014
16.3 Accumulated compensated absences Rupees Rupees
Present value of defined benefit abligation 14,232,228 11,643,054
Less * Fair value of plan asset = .
Closing balance 14,232,228 11,543,054

The following table shows reconciliation from the apening balances 10 the closing balances for the net defined benefit liablity (asset) and its components

2015 2014
Rupees Rupses

Balance at 1 January 11,543,054 9671 460
Included in profit or loss .
Current service cost 2,441,486 || 541 ,n:aes]
Interest cost 11,050,908) 48260
Actuanal gain arising from exparience adjustment _ 1,298,594 ‘ 1,281,488 J

2,689,174 1,871,584
Benefits paid i 5
Balance at 31 December 14,232,228 11,543:0:54

oYX



16.3.1 Expenses to be charged to P&L

Current sarvice cost

Past service cost

Interest cost

Actuarial gain arising of experience adjustment

16.3.2 Total remeasurement chargeable in Profit & Loss account

Remeasurer f plan igation:

Actuarial (gain)/losses from changes in demographic assumplions
Actuarial (gain)/losses from changes in financial assumptions
Experience adjustments

Return on planned assets, excluding interest income
Total remeasurement chargeabla in profit or loss

16.3.3 Changes in net lizbility

Balance sheet llability at January 1
Expense chargeable to profit and loss
Benefit paid

Balance sheet liakility at December 31

16.3.4 Significant actuarial assumptions

Discount rate used for profit and loss charge

Discount rate used for year end obligation
Mortality rates

16.3.5 The average duration of the defined benefit obligation is 11 years

17 Share capital
171 Authorised capital
2015 2014
(Number of shares)
750,0G0,000 500,000,000 Ordinary shares of Rs. 10 each
17.2 Issued, subscribed and paid-up share capital
2015 2014
(Number of shares)
Ordinary shares of Rs. 10 each
634,888,711 473,198,044 Fully paid in cash
17.2 Shara capital has bean subsenbed by the felowing:
548 498 653 391,730,653 FINCA Microfinance Cooperatief ULA
33,118,747 33.119.747 Kashf Holdings (Private) Limited
30,771,739 30,771,739 International Finance Corporation
5,130,253 5,130,253 Acumen Fund
17,368,319 12,445 852 Triodos Fair Share Fund
834,888,711 473 198 044

Nate

173

2015 2014
Percentage of holding

2015 2014
Rupees Rupees
2,441 488 541 836
1,298,594 1,281 468
(1,050,208) 48,290
2689174 1,871,594
2015 2014
Rupees Rupees
(1,050,908) 48250
(1,050,308) 48.280
(1,050,308) 48 290
11,543,054 9,871,460
2,689,174 1.871,554
14,232,228 11,643,054
11.25% 13.:25%
10.00% 11.25%
SLIC 2001-05 SLIC 2001-05

Setback 1 Year

2015

Satback 1 Year

2014

Rupees

7,500,000,000

Rupzes
5,000,000.000

6,348,887,110

4,731,980 440

£6.4% 2.8% 5,404,986,530 3,917,308 530
5.2% 7.0% 331,197,470 331,197 470
4.8% G.5% 307,717,390 307,717,380
0.8% 1.1% 51,302,530 51,302,520
2.7% 2.6% 173,683,190 124,456,520
100% 100% 6,348,887,110 4,731,980,440
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2015 2014
Rupees Rupees
18 Deferred grants
Opening balance 18,211,626 12,955 949
Grant received from,
State Bank of Pakistan (value chain inancing schame) 181 4,075,000 B,670.000
State Bank of Pakistan (valug enterprise lending) 18.2 - 3,675,000
Rumsfeld 18.3 6,199,374 y
10,274,374 10,345,000
Markup earned on funds L -
Less Grant amorfised (9,167,155) (5.089.323)
Less Grant refunded (1,021,921) -
18,296,924 18,211,628
18.1 This represents grant received from State Bank of Pakistan (SBP) under the Financial inovation Challenge Fund (FICF) of Financial Inclusion Program

(FIP} to promote Innovative Rural and Agricultural Finance in Pakistan. The term of the grant is from July 01, 2014 to Dacember 31, 2014 and Rs 10,745,000
aimounts in aggregate.

18.2 This represents grant received from State Bank of Pakistan (SBP) under Institutional Strengthning Fund (ISF) of Financial Inclusion Program (FIF) to
explore lhe segment of un-banked small entrepreneurs. The term of the grant is from April 01, 2014 to December 31, 2014 and Rs, 3675.000 amounts in

aggregate

18.3 This represents grant receivable from Finca Internation Inc. to leverage technology through implementation of automated call center sclution o enable
the Bank to have direct communication channel with women clients to facilitate them and guage service levels and promote marketing while fullilling regulatary
prerequsite for consumer protection

2015 2014
19 Memorandum / Off-balance sheet items Rupees Rupees
Bills for collection - -
Acceptances, endorsements and other obligations .
Contingent liabilities 19,5 =
19.1 Agsistant Commissioner of Sindh Revenus Board issued an order regarding scrutiny of Inpul tax claimed and raised & demand of Rs 889,843/
Appeal has been filed lo Commissioner Appeals Sindh Revenue Board against the said order, which is pending for fixation
2015 2014
Note Rupees Rupees
20 Mark-up / return / interest earned
Interest / mark-up on advances 1,788,636,094 1,145,659.891
Markup earned on investments in government securities 77,477,643 45,771,820
Interest / mark-up on bank accounts 33,640,140 55,804,444
1,898,753, 877 1,247 136,155
21 Mark-up / return / interest expensed
Deposits 517,104,251 354779 866
Borowings 17,565,199 6,477,635
534,669,450 361,257,501
22 Fee, commission and brokerage income
Loan processing fee 118,256,068 101,710,800
Income on Cheque Book issuance 20,167,287 19,886,578
Others 147,972,972 97,336,583
283,396,327 218,933,981
23 Other income
Grant income 18 9,167,155 5,089,023
Recovery of debts previously written off 33,257 811 10,998,981
Others 350,779 194,382
42,775,745 16,282,688
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24 Administrative expenses

Staff salaries and other benefits
Contribution to employee provident fund
Printing, stationery and periodicals
Advertisement

Rent

Office running expenses

Vehicle running expenses
Insurance

Office securily | personnel services
Repairs and maintenance
Communication

Trawvel and transportation

Utilities

Legal and professional

Auditors' remuneration

Training and research

Depreciation

Amortisation

Others

241 This includes Rs, 1,363 674 (2014: 924,274) in respect of gratuity expense of Chief Executive Officer,

242 Audit fee
Fee for certifications

Qut of pocket expenses

25 Other charges

Penaltes imposed by SBP

Bank charges

Net loss on disposal / deletion of fixed assets
Others

26 Taxation

For the year
Current
Cefarred

For the prior year
Current
Deferred

26.1 Reconciliation of tax
Accounting profit / (loss) before taxation
Tax rate %

Tax on accounling rate
Tax effect of income chargeable to tax al lower rale

Tax effect of inadmissible expenses
Effect on deferred tax balance due to unabsorbed depraciation
Current tax provision

Note

241

242

11.2
1.3

2015 2014
Rupees Rupees

683,576,661 518,138,036
33,128,895 19,211,796
23,892,271 19,636,742
36,189,518 35,548 652
75,293,960 (3,088 657
22,485,982 17,883,189
12,920,030 13,562 169
13,304,026 5,621,656
49324273 37,888,362
42,450,443 30,351,063
57,384,771 40,748,124
78,449,718 66,740,110
36,729,241 35,480,937
40,460,685 34,9595 996
2,870,000 2,685 342
20,401,473 14,547.012
65,547,276 52,382,197
24,342,007 19,435 062
3,261,171 1,606,101
1,322,012,402 1,030,557,203
2,520,000 2,400,000
50,000 25,000
300,000 260,342
2,870,000 2,685,342
740,750 1,266,000
6,497,061 7,605,229
10,881,968 1,170,020
250,000 1,926,700

18,368,779 11,968,019

(21,831,502)
14,439,172

(14,660,702)
£11,496,792)

(7.392,330)

(28,157.494)

(71,133,306)

171,507,152

(71,133,306)

171,507,152

(78,525,636) 145,349,658
20156 2014
Rupees Rupees
245,220,156 30,787,124
35% 35%
£5,827,055 10,775,491
{114,418,379) (16,260 228)
435,649,307 15,863,113
(93,783,619) 147,540, 756
(78,525,636) 157,919,132
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27 Number of employees

2015 2014
Banking /
Credit/ Sales Support Total Credit/ Sales Banking / Support Total
staff staff staff staff staff slaff
Pearmanent 575 613 1,188 579 577 1,156
Contractual 1 135 138 1 111 112
Total 576 748 1,324 580 688 1.268
28 Number of branches and permanent booths
2018 2014
Branches Fermanent Branches Permanent Booths
Booths
Al the beginning of the year 42 58 34 28
Upgraded from permanent booths ar - 4 -
Opened during the year . 2 4 34
79 58 42 62
Less: Closed during the yesr - 37 - 4
Al the end of the year 79 21 42 58
29 Remuneration of directors and executives

The aggregate amounts charged in the financial statements for the year in respect of remuneration, including benefits to the Chief Executive, Directors and

Executives of the Bank are as follows:

Chief Execitive Directors Executives
2015 2014 2015 2014 2015 2014
.................................................. [RUPBES).....ccnieieinieniieriine i eresr e

Managerial remuneration 12,928,896 13,252,107 . 78,514,575 48583111
House rent allowance - - 31,405,888 19,833,218
Providant fund 1,292,892 1,325,212 - - 10,193,145 4,058,312
Utilities allowance - - - 4,868,119 2.380,752
Medical Allowance 1,292,400 1,232,224 - - 2,983,342 2577535
Conveyance/Car Allowance 576,000 589,800 - - 13,331,750 13,328,667
Others - - 6,122,720 1,720,125

16,090,188 16,405 343 - - 147 419,538 94 381,718
Number of parsons at year end 1 1 - - 76 48
291 Executive means employees, other than the chief exscutive and directors, whose basic salary exceed five hundred thousand rupees in a financial
year
29.2 Aggregate amount charged to profit and loss account for the year in respect of travelling and hotel expenses of directors 1s Rs. 376,875 (2014:
R&.256,459) and Rs. 351,325 (2014; Nil) respectively.
293 The Bank provides car allowance of Rs. 576,000 (2014: 586 800) per annum to the Chief Executive Officer as part of the remuneration

2015 2014

30 Basic and diluted earning per share Note Rupees Rupees
30.1 Profit for the year 166,654,520 176,138,796

Weighted average number of ordinary shares

Basic and dilutaed sarning per share

30.2 There is no dilutive effect on the basic eamin

g per share of the Bank.

(Number)
540,569,155 473,198 044
(Rupees)
0.308 0 372
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ki Related party transactions

The Bank's related parties comprise of directors, key management persannel, shareholders and entities over which the directors are able to exercise significant
influence and employee gratuity fund. The detail of Bank's share helders is given in note 17.4 while remuneration of key employee personnel is disclosed in nole
29 to the financial statements Transactions with related parties during the year, cther than those which have been disclosed elsewhere in these financial

statements, are as follows:

2015 2014
Key Associated Other related Key management Associated Other related
management  company [ parent parties personnel company / parent parties
personnel
SRS RepResE s s R i e R
Deposits
Opening balance 61,622,976 600 84,479,808 14,B08,583 800 51,144,439
Recewed during the year 209,676,332 - 15,271,226 345,341 838 483,864,178
Withdrawn during the year (220,719,619) - (14,214,508) (298,525 445) (450,528,809)
Closing balance 50,579,689 600 85,536,525 61,622,976 800 84,479,808
Staff loans
Opening balance 11,681,932 - B 10,863,411 -
Disburgement dunng the year 13,993,400 - - 16,805,347
Repayments during the year (17,114,214) = (16,086,826) -
Closing balance 8561118 - - 11,681,932
Transactions during the year
Mark-upireturnfinterest earned 897 822 - 500,000
Mark-up/returnfinterest expensed 5,652,337 301,928 3,251,000 - 5,503,000
Coniribution to provident fund 10,147,194 - - 18,212,000
2015 2014
32 Cash and cash equivalents MNote Rupees Rupees
Cash and balances with SBEP and NBP T 356,638,478 320,860,580
Balances with other banks ] 409,590,696 597,224,270
Less: Deposits maturing after three months L .
766,629,174 £18,084,860
33 Capital risk management
331 The objective of managing capital is to safeqguard the Bank's ability to continue as a going concern, so that it could conlinue to provide adequate

returns and benefits to stakeholders by pricing products and services commensurately with the level of risk and comply with capital requirements set by SBF. It
is the policy of the Bank to maintain a strong capital base at a reasonable cost so as to maintain investor, creditor and market confidence, sustain future
development of the business and achieve low overall cost of capital with appropriate mix of cost of capital. The impact of the level of capital on shareholgers'
return is also recognised and the Bank recognises the need o maintain a balance between the higher returns that might be possible with higher gearing and the
advantages and security afforded by a sound capital position,
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34 Financial assets and (iabilities

Financial assets

On balance sheet

Cashand baiances win 585 and NER

Bal, wAth pInEr B

Investments - nat of proviscns

Advances-nel of provisions

Olher assets.

Off halance sheet

Total

Financial liabdiities

On balance sheet

Ceposit ana ather accownty

Bommowings

Cithes fiabilifies

Off balance sheet

Total

On balance sheel gap

Off batance sheet gap

2015
ed to yield [interest risk
EMective
wieid { Over ane manth wpto six Over ane month upto Tver six months
antarest rate Ve one month manths Over sis months upto one year Ower one year Sub total Upta ane manth st monihs uplo one -.-Q Qver ane year Sub rotal .-a_.m._.
. Rupees in 000

17 801,479 17601 405 339,037,009 335 037 035 256 EE 478
o 5% o 9 3% 363,715,650 IEXTI5630 46,275 005 46,275,008 400 900 504
€ 41%-6 55 105,226,923 829,965,327 1,038 196 250 1,039,195 250
5% - 51 44% T FETAS 2419035399 LT84.87T2.76Y 420 440,520 5418675734 5418875 TH
= ; = 3 . 257,130,142 2,194,844 259,925 585 255,975 585
1,374,301,097 A 250,504 724 1,784, 872,751 420 4V0.525 6,833 188 13 643,042 TET 2,094,844 B45.237 631 T 484,425 744
301097 2239604726 1,784.872.761 anﬂ_:e.ummt 8,839,185,113 643,042, TET N‘_uut 645,237,631 .u_EAHP:_.
5%-16.63% 4,808,110,238 1,015,368 612 779,535,109 1,512,960,575 56975234 B40 388 85I - - B40.284 B63 6,057 364.103
118,000,880 715,009,880 115,004,580
- - - - - 163.685 715 a7,172.188 28.117.347 86,210,285 305 205 455 308,255 4098
1.600.110,038 15368812 B34 515 G50 1,512,960 575 5.031.078,114 1,004 074 584 27172 188 28,117,347 86,210,265 1,145,574 384 8,477 550,478
1.909,110,928 1,015 368 812 894,535,980 1.512,960,575 1,004.074.584 21 172 168 #8117 347 ummi_ﬁ -_..-,.-. mq.._tw.. 1] mﬂ. 850,478
5 49 2,244,236,114 890,335 772 [1.092,550,045) 1,507 212,999 361, 031,797) 27,172, 168) {28.117.347) B4.115.421 (500.436.733) 1,006,776, 266
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3 Financial ansats and habilities (conra)

Financial assets

On balance vheet

Cash and balances wih SAP and NHE

Off balance sheet

Total

On balance sheet gap

Off balsnce sheet gap

. 2014
Interest dewrng / exposed 1o yedd / interest rivk
Effective
el | Over one menth uptc s Qver one month wpte sl Chver wie manthe upte
APTEr e iate ULHD On manih. MEMhE Diwer win MONIvS uplo one yesr Chvad 2% pirdd Sady potat Uipta ane masn monih oneyest = Cwerorepear Sum 1oty Tatal
LS. Rupess n ‘000

6,852,718 6852 718 314,008 373 314,008 372 320,860, 860
& 5 10 4% 555 191, 018 555191014 42033 256 41,033.258 SUT 224 270
& G 147 537 097 206,000,000 106,60 500 247,527 062 447 527 097
5% - 51 4d% 47220560 1,881 624,002 1,540,216 556 90,621,577 3994667 715 1,994 557,715
- . - . . 158,626 045 2309 544 150,508,489 150,906, 459
1,181,775 864 2.091,624,002 1,640,216, 556 80,621,517 5,004.238,038 544,668,573 2,209,544 546 978,117 5,551,218,158
L8 TTS 964 2.091.624.007 B0 e 858 50,621,517 5004230038 544,688,573 2,308 544 40,878,117 5,551,216,136
15 83% 1.860.16.181 1,122.862,788 MISTANG 394,950,004 4 155,519,252 500,597 554 0 900,507,554 4,056, 176,08
201,099,714 201,006,714 200,009.714 200,099,714
2 s . s . 64,104 377 12427108 23,630 804 16,201,837 52 552047 £2 553,047
1,860,163, 181 1.122,#92,788 74,673,029 366,950,008 A 356,678,000 554,701 511 25,370,748 23,630,004 10201837 S53, 150,559 4,909,824 562
1,860,183 181 1,122,892, 188 574,673,029 396,950,058 4358 879,085 564,101,631 325,370 748 2830004 18,201,837 553,150,504 4,905,829 B2

M Financial assets and liabilities |contd)

M1 Credit risk managemant

Cregit gk v the risk INgt one pany 10 B Tngncal mErumend vel (50 10 SrEtharge 30 OCAGAoN Bnd Ealse e olhet pany o NCur @ brancial loss The Banky crads nak s prmanly BHNCUIE0 10 1S 20vances Howeved 1he Bank beteves thisl | not #rposed 10 Maycr CONCANIEETON of Crecit fue The Bank Tay an eflective Ican dinpursement anc recovery

mondomng system wheth aioms 1§ 19 evaluate Borroners Credil worhingss snd ite~tty potentip! problem igans A provisan for potential loan losses iy maintaned

342 Liguidity rish Managemaent

Lagusdity ek rs thae 1k Of Eamg enatde 12 rase undsat @

Haad Cfficy 3nd (he banches

343 interest cale rick mansgemenl
ittt rate tegk i U i IRt thee walug oF B Pinanced onstrurmand wall loctuste as resull of changes in manao inlevest rate
3.4 Fair value of Bnancial instrumaents.

The carrying valves of ol financigl sssets 1179 fines ol hatlite refiected i the Snancal stalementy appronmale thee (e valurs entopl held lo maturty asaets which are carned ot amorged ool 4(

pnoe T meet

whan they ‘il Gue, of take ihe advantage of IMEIMEt CEPOMUNIES Ahen They file Th Management ensuses that fungs are avadatie 8t ad Tenes 1o met the hnding regquitements =f 1ng Bane Ty Bank manages tis by mamtaning suibcant Iiquety gt

This TSk 1% managed By regulac ieaew of manet rates
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35 Maturities of assets and liabilites

Market rate assets

Advances

Inkestments

Giher earming assels
Total market rate assets

Cther non-eaming assels
Total assets

Market rate liabilities

Teme deposis of Rs. 100000 and above
Time ceposits below Rs 100,000

Other cost bearing liabiliies

Total markat rate labilities

Onher non-cast bearing liabiities
Tatal liabilities

Market rate assats

Advances

Invesiments

Diher eaming assels
Total market raté asseis

Other non-garming assels
Total assets

Market rate abilliles

Tune deposits of Rs, 100,000 and above
Thme deposis below Rs 100,000

Other cost bearing liapililes

Tatal market rate liabilities

Ciner nanscost bearing liabiities
Total iabiliiies

5.008 283,873

2015
Total Upto one month Over ane month upto six months COver six months uplo one year Ower one year
Rupees
5418.675,734 793,757,045 2,410,635399 1,784 872 761 420,410,529
1,039,186,250 199,226,823 838,969,327
381.317.128 381,317 129 = 3 s
G,839,168,113 1,374,301,097 3,258,604 726 1,784,672 781 420,810,529
1.6512,7259,814 559,434,084 58 581014 53,958 3184 839,756,332
8,451.918,927 2,033,735.181 3,319,185,740 1,818,831,145 1,260,166,661
3.887.880.957 604,627,206 1,004, 787 675 778, 132,90 1.502/342,175
33,516,438 8914892 10,530,938 3,402 208 10,618,400
1.410.560.720 1,295 558 84D . 115,000,880 -
5,331,876, 115 1,909,110,938 1.015.368,613 094,535,948 1.8912,960.575
1,186,408 370 1.010.756,5955 27,172,168 28,117 347 120,362,300
§,518,384,485 2,919,867,493 1,042.540,781 922,652,336 _ 1832372875
2014
Tolal Upte ane monih Qwver one month upto six months Owar six months uplo one yoar Gvercng year
Rupees
3,904 557 7158 472,205,640 1.691.624,002 1,540,216,556 HoB21.517
447 527,092 147,527,082 200,000,000 100,000,000 -
562.043.232 562,043,232 = 5 -
5,004,238 038 1,181,775,564 2,001,624 002 1,640,216,556 621,517
1,376,232.937 __557,685.666 47 525,141 43.218.986 TITBG7 124
§.380.470,976 1.739.465,650 2,139,250,142 1.683,436,5842 A18.31A,641
e Sk e
3,293.851,265 1.017,705,280 1.112.494,704 768 554,213 205,097 060
28,328,938 9,058,753 10.3568.084 5.019,102 J.853.000
1.034,.498 862 633,295,148 - 201,089,714 -
4 356 679 068 1.BED,163.181 1,122,892,768 874 673,000 63 G50 068
741,604 807 B25,022, 189 23630864 16.201 837 16 749 917
2 485,185,370 1,146,523 657 500 74 865 475 659,945
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36 Provident Fund

The fallowing information is based on latest un-audited financial statements of the Fund'

2015 2014
Rupees Rupees
Size of the fund 168,330,406 116,005 387
Total investments 154,590,291 102.636.664
%age of investments made 92% 88%

The investments are made in Government treasury bills, Pakistan Investment Bonds and TDRs in the name of Trust, in accordance with requirements of section
227 of the Companies Ordinance, 1984,

37 Mon adjusting event after the balance sheagali
2016
The Board of Direclors of the Bank in their meeting held on MAR have recommended the dividend for the year ended December 31, 2015 @
% (Rs. ____pershare)
38 Date of authorisation
These financial statement were authorised for issue by the Board of Directors of the Bank on 1 i@i 3’! 2.9/ é
39 General

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

] Corresponding figures have been re-arranged, wherever necessary, for the purpose of comparison. However, no significant re-arrangements
have been made

- Where there are no amounts to be disclosed in the account captions as prescribed by BSD Circular No.11 dated December 30, 2003 1ssued by
SBP in respect of forms of financial statements for Microfinance banks, these caplions have nol been reproduced in these financial stalements

L\ -~
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