DIRECTORS' REPORT OF ADVANS PAKISTAN MICROFINANCE
BANK LIMITED TO THE MEMBERS

It is our pleasure to present, on behalf of the Board of Directors, the Audited
Financial Statements of the Bank along with the Auditors’ report thereon for the
year ended December 31, 2021.

Economic Review

Global economy is on the path of recovery, however, due to uneven vaccine
access across regions and risks associated with virus mutations, the pandemic
resurgence continuously remained cause of concern for the policy makers. This
along with prolonged supply chain disruptions especially in emerging and
developing regions have impacted the pace of recovery. IMF's Extended Fund
Facility program together with prudent monetary and fiscal policies aided the
economy of Pakistan to move progressively with IMF's projection of GDP at 3.9%
and 4.0% for 2021 and 2022 respectively.

Economic recovery appears less vulnerable to pandemic-related uncertainty,
evident from strong recovery in domestic demand, whereas on the other hand
strong pick up in imports, higher international commodity prices and resultant
rise in current account deficit coupled with negative real interest rates
emphasized State Bank of Pakistan (SBP) on ensuring the appropriate policy mix
to safeguard the longevity of growth, keep inflation expectations anchored and
curb the growth in the current account deficit. On this basis SBP increased the
discount rate by 275bps to 9.75%.

The Current Account posted a deficit of $ 9.1 billion (5.7% of GDP) for Jul-Dec
FY2022 due to constantly growing import volume of energy and non-energy
commodities as compared to surplus of US$ 1,131 million during first Half of FY
2020-21. Trade deficit widens 100% to stand at $24.78 billion during July-
December of FY 2020-21, as compared to $12.36 billion in the corresponding half
of the last fiscal year.

In Jul-Dec FY2022, workers’ remittances reached $ 15.8 billion ($ 14.2 billion last
year), increased by 11.3%. Strong Workers’ Remittances continued their
unprecedented streak of above $ 2.0 billion for the 19th consecutive month in
December 2021 as compared to US$ 14,203 million during first half of FY 2020-
21. CPlinflation during Jul-Dec FY2022 recorded at 9.8% against 8.6% during the
same period last year. The fiscal deficit in Jul-Nov FY2022 was recorded at 1.5%
of GDP (Rs 951 billion).

Pakistan’s total liquid Foreign exchange reserves increased to $23.9 billion in
Dec-2021 as compared to $20.5 billion in Dec-2020. During the first five months
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of the current fiscal year, the government has increased its expenditures under
grants and subsidies.

Foreign Private Portfolio Investment has registered a net outflow of $ 307.2
million during Jul-Dec FY2022 recorded an outflow of $ 405.5 million during Jul-
Dec FY2022 as against outflow of 438.2 million last year. The total foreign
investment registered an inflow of $ 651.1 million during the period under
review.

Operational Review

Advans Pakistan Microfinance Bank Limited (APMBL) is licensed by the State
Bank of Pakistan to operate as a micro finance bank in the province of Sindh, for
providing microfinance services, mobilizing deposits from the public and
providing credit to poor persons and microenterprises.

In terms of operational performance, 2021 was a landmark year where the
portfolio increased by 132% and PAR 30 decreased from 8.9% to 3.1%. 1 branch
was opened during the year and two branches resumed the business. SBP also
approved the pilot project of agri financing during the last quarter of the year,
after which agri lending started in the selected branches. In October, Advans
Pakistan applied to SBP for the increase in the lending limit from PKR 500k to
PKR 1 million and a relaxation in the enterprise ratio limit, set in the Prudential
Regulations from 40% to 70%. Subsequent to the year-end SBP granted its
approval on the request of APMFBL. Management believes that the said
approval will have a significant positive impact on the overall business and the
contribution of APMFBL to financial inclusion in Pakistan.

The loan portfolio restructured under the SBP relief program for Covid impacted
businesses was over 50% of the GLP at the end of 2020. This percentage was
brought down to below 10% of the GLP as of 2021 year-end. The loans written
off during the year amount to PKR 129 million, partially driven by the
restructured loan portfolio coming from previous year.

During 2021, disbursements of PKR 3,103 million were made to 13,536
borrowers, bringing the gross portfolio to PKR 2,494 million at December 31,
2021. The bank was able to grow its deposit portfolio from PKR 1.05 billion to
PKR 2.27 billion during the year, which is a growth of 115%. It is pertinent to note
that all the liquidity requirement for the year was met by deposit mobilization.
As at the end of the year, a two-year financing line of EUR 2.2 million from
Advans SA remained available for drawdown and PKR 100 million was drawn
from Pakistan Microfinance Investment Company Limited, in last week of
December, from the total approved facility of PKR 300 million.

On account of the continuous support from the Group, during the year TA
services worth of Euro 337k, were provided free of charge and services mainly
related to the MIS support and licenses amounted to EUR 163k were charged.
This support was instrumental for the bank’s operations.
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The disclosure regarding the performance in relation to complaint handling as
required by BC & CPD Circular No. 1 of 2016 is attached as annexure 1 to this
report.

Adequate internal control systems commensurate with the nature of the
Company'’s business and size and complexity of its operations are in place which
have been operating satisfactorily. Internal control systems comprising of
policies and procedures are designed to ensure reliability of financial reporting,
timely feedback on achievement of operational goals, compliance with policies,
procedure, applicable laws and regulations.

Financial Review

The Bank posted a profit before taxes of PKR 56.39 million (2020: loss PKR
256.36 million) during the year 2021 which is due to strong business growth
coming from the economic recovery after easing of business condition, as corona
situation improved considerably.

Interest income during the year amounted to PKR 774.97 million (2020: PKR
449.81 million) of which PKR 13.10 million (1.69% of interest earned) was earned
on deposits with other banks, while earnings from the loan portfolio of PKR
749.41 million accounted for 96.70% of total interest. The Bank also earned PKR
12.46 million (1.61% of interest income) (2020: PKR 17.12 million (3.81% of
interest income)) from investments. On account of profit incurred during the
year, the net equity of the Bank at year end 2021 was PKR 756.61 million (2020:
PKR 552.72 million). The earnings per share for the year ended December 31,
2021 was 0.32 (2020: (1.89)).

The Bank has recognized additional PKR 9.28 million (2020: PKR 6.46 million) of
deferred tax asset (DTA) taking the total to PKR 65.09 million (2020: PKR 55.81
million). The DTA recognized pertains to unabsorbed tax depreciation and
amortization as at December 31, 2021. As per current tax laws there is no time
limit for claiming the tax benefit in respect of unabsorbed tax depreciation and
amortization. The deferred tax asset has been recorded based on the financial
projections of the Bank.

Minimum Capital Requirement

During the year, rightissue of 15,000,000 shares @ PKR 10 was issued to enhance
equity. Although there was sufficient cushion available against the MCR at the
time equity injection, but it was decided to proceed with the transaction as
planned in the budget 2021, so that sufficient cushion is available for the
remaining year, if required.
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Dividend

Board has proposed a cash dividend of PKR 30 million, PKR 0.17/share. This will
be proposed to the forthcoming Annual General Meeting scheduled on March
29, 2022.

Future Outlook

Due to the timely measures taken by the government to curtail the spread of the
Coronavirus and to support the economy, 2022 is expected to be an improved
year for Pakistan. The main challenge that the government currently faces is to
stimulate growth without significantly increasing the inflationary pressures in
the economy. Also in this regard the SBP has increased the discount by 275 bps
till December 2021

APMBL position for the end of 2021 significantly improved compared to the last
year. The target for 2022 is to accelerate the growth, this will be achieved by
focusing on all the key factors especially productivity in numbers, increase of the
average loan size, recruitment of CROs, and of course dedicated efforts to
circumvent the increase in cost of risk expected while we exit the crisis period.
Further APMBL during 2022 plans to open 8 branches, 5 in first semester and the
remaining in the last quarter of the year. The approval of SBP for increase in the
lending limit and relaxation in the enterprise ratio, as also mentioned above will
have a significant impact on the lending activities, as APMBL specializes lending
large ticket size business loans and currently has largest average loan size in the
sector. This project is in pilot phase and the increase of the average loan size will
be progressive. APMBL also plans to apply to SBP for a national licenses, after
increasing the capital to the required level as mentioned in the PR, during the
later part of the year, which will enable APMBL to expand its network to other
parts of the country.

In terms of deposit mobilization, the focus of 2022 will be on savings account
and term deposits mobilization from a different target market with a particular
attention to foster deposit stability and continue reducing concentration. Also
management is in discussion with the international lenders for arranging
financing. Management also believes that there are good chances of successfully
concluding the financing facility with the local commercial banks.

The loan and deposit portfolios are expected grow significantly in 2022 crossing
PKR 4.3 billion and PKR 3.6 billion mark that by the end of the year.

Parent Company

As of December 31, 2021 Advans SA, SICAR holds 99.999% shares of APMBL.
Advans SA is incorporated in Luxembourg with its operating headquarters in
Paris.

Paid-up Capital

The Bank'’s paid up capital as at December 31, 2021 was PKR 1.73 billion.
4


https://secure.eu1.adobesign.com/verifier?tx=CBJCHBCAABAAupXOb7YIWAb64zKFblr6cgPgRffSFAMf
https://eu1.documents.adobe.com/verifier?tx=CBJCHBCAABAAupXOb7YIWAb64zKFblr6cgPgRffSFAMf

Board of Directors

During the year 2019 the all the directors were reelected in the election of the
board of directors held in the month of March. The election of the directors for
the next term of three years will be schedule on March 29, 2022. Board has
already through the Circular Resolution dated February 23, 2022, fixed the
number of directors to seven (unchanged) for the next term.

During the period, following were present on the board of APMBL:

Mr. Claude FALGON - Chairman

Mr. Steven DUCHATELLE - Director

Mr. Eelko BRONKHORST - Director

Mr. Emmanuel ARIS - Director

Ms. Isabelle MONTFORT - Director

Ms. Yusra Arshad GILANI - Independent Director
Ms. Aeyesha GULZAR - Independent Director

Mr. Guillaume VALENCE - Chief Executive Officer

The gender composition of the board remains unchanged from previous year i.e.
three out of seven directors are female.

The details of the Board Committees is tabulated below:

HR &
Audit Compensation Risk Remuneration

Description Committee Committee Committee Committee

Ms. Aeyesha Ms. Yusra A Ms. Isabelle Dr. Claude
Chairperson | GULZAR GILANI MONTFORT FALGON

Mr. Emmanuel | Mr. Steven Dr. Claude Mr. Emmanuel
Member ARIS DUCHATELLE FALGON ARIS

Ms. Isabelle Mr. Eelko Ms. Yusra A Ms. Yusra A
Member MONTFORT BRONKHORST GILANI GILANI

Mr. Emmanuel

Member ARIS

Performance evaluation Mechanism for the Board

The Board of Directors, while ensuring regulatory compliance is also vested with
fiduciary responsibility on behalf of the shareholders to protect Bank's interests,
provide strategic direction and monitor the execution of strategic objectives.
The Companies Act 2017 and SBP’s Prudential Regulations describes the role of
the Board of Directors along with its responsibilities and Ffunctions. In
compliance with the AC&MFD Circular No. 02 of 2019, Board Remuneration
Committee was formulated in 2019 which subsequently developed and
implemented an effective mechanism for the Board of Directors’ evaluation.
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The Board of Directors decided to opt for in-house approach with quantitative
techniques for evaluations. As per approved mechanism, performance
evaluation of following categories is carried out:

Board Activity

Board Organization
Board Meeting

Board membership
Management support

unhwn =

The responses and feedback from the Directors on each of the abovementioned
categories are compiled and consolidated with the Company Secretary. The
results are discussed in the board meeting. These results are also presented in
the Shareholders Annual General meeting. The Board of Directors, in its March
07,2022 meeting, noted the results of the Board of Directors Annual evaluation
for the year 2021 and expressed its satisfaction on the results.

Credit Rating

JCR-VIS Credit Rating Company Limited has reaffirmed rating of “BBB+" and “A-
3" to the Bank with “Stable” outlook in 2021.

Transfer Pricing

All transactions with the related parties undertaken during the financial year
were at concessional rates or free of cost, as admissible in the best interest of
the Bank.

Auditors

AF. Ferguson Co. Chartered Accountant (a member firm of PWC) after
completing 5 years as statutory Auditors being replaced with BDO Ebrahim & Co.
Chartered Accountants for the year 2022.

Pattern of Shareholding

The Pattern of Shareholding of the Bank as at December 31, 2021 as required
under Section 227 of the Companies Act 2017 is as Follow:

No. of | Shareholding Shareholding to | Total Shares Held

Shareholder(s) from

2 1 100 2

1 172,516,000 172,516,500 172,516,308

Total 172,516,310
Categories of the Shareholders

Particular Number Shares held Percentage

Director(s) 2 2 0.00%

Corporate Entity |1 172,516,308 100%
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Annexure 1

Disclosure on Complaint Handling

As a responsible financial services provider which puts its clients first, Advans Pakistan aims to implement
complaint mechanisms as part of its customer service standards and in line with the Client Protection
Principles of the SMART Campaign. Our staff across the network values and recognize the "voice of the
customer" that we receive through various touch points and we have made great strides to live up to the
expectations of our clients on grievance management and complaint handling. We ensure to make efforts
to educate our clients of their rights, collect feedback frequently on our customer services, and aware them
of the complaint process. Client touch points were revised, enriched and communication via all of the Bank's
communication channels; same were made part of the branch notice boards, social media pages and our
website, as well. The following points are given special consideration:

Clients are made aware of their right to complain and have access to at least four
channels on top of in-branch staff to complain that are in branch complaint boxes, UAN &
dedicated email services

Each client complaint is acknowledged and taken seriously, with no discrimination & a
complaint number is issues that is provided to client through an auto sms & logged into
our CRM system

Client complaints at branch level are sent to the Head Office and each client
complaint is prioritised depending on severity

Each client complaint is dealt with objectively, impartially and consistently and ensure
Clients gives feedback on the resolution of their complaint over a recorded line

Client complaint data is kept private and is only accessible to designated staff

Client complaints are used to improve services, update policies and increase
compliance

© Centralized System and Reporting of Complaints to monitor the efficiency.

© Comprehensive Reports are produced regularly for Management Review.

© Revised and improved Policy and Procedure for Complaint Handling encapsulating all
critical elements, is in process.

© Increased awareness among clients on complaint channels to ensure no grievance goes un
addressed

© Ensure all staff are aware and trained on complaint management ethics/ work codes in
order to capture the essence of customers’ voice.

In the year 2021, total of 39 complaints were received (including feedback & inquires) and all resolved and
addressed. Advans has standard TATs in place and the average TAT for complaint resolution for 2022 was
7.4 working days, which was relatively higher due to covid-19 as compared to previous year.

© Call Centre assistance: 111-ADVANS (111-238-267)
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© Email: customerservices@advanspakistan.com
© Website: www.advanspakistan.com, Email : customer.services@advanspakistan.com

© Postal Address: Complaint Management Unit, Advans Pakistan Microfinance Bank Ltd.

Bahria Complex 1, MT Khan Road. Lalazar, Karachi.

© Social Media: www.facebook.com/advanspakistan
© State Bank of Pakistan - Banking Mohtasib Pakistan
© Securities and Exchange Commission of Pakistan
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INDEPENDENT AUDITOR’S REPORT

To the members of Advans Pakistan Microfinance Bank Limited
Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of Advans Pakistan Microfinance Bank Limited
(the Bank), which comprise the balance sheet as at December 31, 2021, and the profit and loss account, the
statement of comprehensive income, the statement of changes in equity, the cash flow statement for the
year then ended, and notes to the financial statements, including a summary of significant accounting
policies and other explanatory information, and we state that we have obtained all the information and
explanations which, to the best of our knowledge and belief, were necessary for the purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the balance
sheet, the profit and loss account, the statement of comprehensive income, the statement of changes in
equity and the cash flow statement together with the notes forming part thereof conform with the
accounting and reporting standards as applicable in Pakistan, and give the information required by the
Microfinance Institutions Ordinance, 2001 and the Companies Act, 2017 (XIX of 2017), in the manner so
required and respectively give a true and fair view of the state of the Bank's affairs as at December 31, 2021
and of the profit and other comprehensive income, the changes in equity and its cash flows for the year

then ended.
Basis for Opinion

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

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

Management is responsible for the other information. The other information comprises the information
included in the Directors’ Report, but does not include the financial statements and our auditor’s report

thereon.

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

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

{lb\u—»
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Responsibilities of Management and Board of Directors for the Financial Statements

’ Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan, and the requirements
of the Microfinance Institutions Ordinance, 2001 and the Companies Act, 2017 (XIX of 2017) and for such

( internal control as management determines is necessary to enable the preparation of financial statements

’ that are free from material misstatement, whether due to fraud or error.

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

{ Board of directors are responsible for overseeing the Bank’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

| =  Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Bank’s ability to continue as a going concern. If we
’ conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
‘ the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our

opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
’ report. However, future events or conditions may cause the Bank to cease to continue as a going

concern.

= Evaluate the overall presentation, structure and content of the financial statements, including the
’ disclosures, and whether the financial statements represent the underlying transactions and events in
- a manner that achieves fair presentation.

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

Report on Other Legal and Regulatory Requirements
Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Bank as required by the Microfinance Institutions
Ordinance, 2001 and the Companies Act, 2017 (XIX of 2017);

b) the balance sheet, the profit and loss account, the statement of comprehensive income, the statement
of changes in equity and the cash flow statement together with the notes thereon have been drawn up
in conformity with the Microfinance Institutions Ordinance, 2001 and the Companies Act, 2017 X1x
of 2017) and are in agreement with the books of account and returns;

¢) investments made, expenditure incurred and guarantees extended during the year were for the purpose
of the Bank’s business; and

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

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

M A —
A. F. Ferguson & Co.
Chartered Accountants
Dated: March 7, 2022
Karachi
UDIN: AR202110113gW70CUI118



ADVANS PAKISTAN MICROFINANCE BANK LIMITED :

BALANCE SHEET
AS AT DECEMBER 31, 2021

ASSETS

Cash and balances with State Bank of Pakistan and
National Bank of Pakistan

Balances with other banks and microfinance banks

Investments

Advances - net of provisions

Operating fixed assets

Other assets

Deferred tax asset - net

Total assets

LIABILITIES

Deposits and other accounts
Borrowings

Subordinated debt

Other liabilities

Deferred tax liabilities

Total liabilitles

Net assets

REPRESENTED BY

Share capital

Reserves

Depositors' protection fund
Accumulated losses

Surplus / (deficit) on revaluation of assets
Deferred grant

MEMORANDUM / OFF BALANCE SHEET ITEMS

Note

oo~ m

11
12

13
14

15

16

17

18

The annexed notes from 1 to 38 form an integral part of these financial statements.

M-

Guillaarne Valence (Mar 7, 2028 16:57 GMT+5)

—5-

2021 2020
Rupees

258,926,324 115,127,880
287,764,609 430,728,498
- 199,364,055
2,430,141,007 955,643,369
239,372,574 169,539,611
108,946,327 67,625,786
65,086,908 55,809,807

3,371,237,749

1,983,830,006

2,272,272,578
100,000,000

241,640,429

1,055,182,575
225,000,000

150,216,834

_2,613,913,007

1,430,399,409

757,324,742

553,439,597

1,725,163,100

1,575,163,100

13,766,170 2,989,141
3,441,542 747,285
(985,760,739)| | (1,026,174,598)
756,610,073 552,724,928
714,669 714,669

757,324,742

553,439,597

Chief Executive Officer Chairman

Director

Director




ADVANS PAKISTAN MICROFINANCE BANK LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED DECEMBER 31, 2021

Mark-up / return { interest eared

Mark-up / return / interest expensed

Net mark-up / interest income

Provision against non-performing loans and advances - net _

Provision for diminution in the value of investments

Bad debts written off directly:

Net mark-up / return / interest income after provisions

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

Dividend income
Cther income

Total non-mark-up / non-Interest income

Non mark-up / non interest expenses

Administrative expenses
Other provision / write offs

Other operating expenses / other charges
Total non mark-up / non interest expenses

Extra ordinary / unusual items
Profit / (loss) before taxation

Taxation - current
Taxation - prior
Taxation - deferred

Profit / (loss) after taxation
Accumulated loss brought forward

Appropriations

Transfer to:
Statutory reserve
Capital reserve
Depositors’ protection fund
Revenue reserve
Proposed cash dividend

Accumulated loss carried forward

Earnings / (loss) per share - basic and diluted (Rupee)

Note

19
20

8.3

21

22

23

24

25

25

26

The annexed notes from 1 to 38 form an integral part of these financial statements.

2021 2020

e Rupees--------=-sssaen
774,970,662 449,811,719
(184,562,044) (163,480,7986)
680,408,618 286,320,923
74,239,460 204,799,571
74,239,460 204,799,571
516,169,158 81,521,352
110,931,594 41,659,297
31,315,281 18,777,029
142,246,875 60,436,326
658,416,033 141,957,678
600,524,503 396,495,246
1,491,628 1,823,563
602,016,131 398,318,809
56,399,902 (258,361,131)
11,791,858 7,653,721
(9.277,101) (6.460,643)
2,514,757 1,193,078
53,885,145 (257,554,209)
(1,026.174.,598) (768,620,389)

(972,289,453)

(10,777,029)

(2,694,257)

(1,026,174,598)

0.32

(985,760,739 _(1,026,174,598)

(1.89)

AMI =
\,;r\'.\':,u&x_tﬂ_@.
Guillafime Valence [War 7, 2022 16:57 GMTa) __J._jJ-_‘ )
‘Chief Executive Officer Chalrman Director Director




'ADVANS PAKISTAN MICROFINANCE BANK LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2021

2021 2020
e Rupees---r--nuereeen
Profit / (loss) for the year after taxation 53,885,145 (257,554,208)
Other comprehensive income - -
Total comprehensive income / (loss) for the year 53,885,145 (257,554,208)

Surplus / (deficit) on revaluation of available-for-sale investments, if any, is presented under a separate account below equity
in accordance with the format of financial statements as prescribed under BSD Circular No. 11 dated December 30, 2003
issued by the State Bank of Pakistan (SBP) for Micrafinance institutions / banks.

Thi'adnnexed' notes from 1 to 38 form an integral part of these financial statements.
(LS

Tyt ekl
Gulilewutne Volence [Fer [, 2022 1657 GMT+5) 2R
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ADVANS PAKISTAN MICROFINANCE BANK LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2021

]
Share Capital Statutory  DoPOSMOTE iy mulated
protection Total
capltal resenve reserve P losses
und
Rupees

Balance as at December 31, 2019 1,290,163,100 - 2,989,141 747,285 (768,620,389) 525,279,137
Issuance of share capital 285,000,000 - - - - 285,000,000
Comprehensive loss for the year

Loss for the year - - - - (257,554,209)| | (257,554,209)

Other comprehensive Income - - - - - -
Total comprehensive loss for the year - - - - (257,554,209) (257,554,209)
Balance as at December 31, 2020 1,575,163,100 - 2,989,141 747,285 (1,026,174,598) 552,724,928
Issuance of share capital 150,000,000 - - - - 150,000,000
Comprehensive income for the year

Profit for the year - - - - 53,885,145 53,885,145

Transferred to statutory reserve 10,777,029 (10,777,029) -

Transferred to depositors' protection fund 2,694,257 (2,694,257)

Other comprehensive income. : - = n = - -
Total comprehensive income for the year - - 10,777,029 2,684,257 40,413,859 53,885,145
Balance as at December 31, 2021 1,725,163,100 - 13,766,170 3,441,542 (985,760,739) 756,610,073

The Sinexed notes from 1 to 38 form an integral part of these financial statements.
(B

Guillatime Valence [WMar 7, 2022 16:57 GMT+3) ; é

R A?':jg

Lz

Chief Executive Officer Chalrman

Director

Director




ADVANS PAKISTAN MICROFINANCE BANK LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2021

CASH FLOW FROM OPERATING ACTIVITIES
Profit / (loss) before taxation

Adjustments:

Depreciation

Depreciation on right-of-use assct

Amortisation of intangible assets

Provision against non performing advances - net

(Gain) / loss on disposal of operating fixed assets

Financial charges on lease liability against right-of-use asset

(Increase) / decrease in operating assets

Advances
Other assets

Increase in operating llabllitles
Deposits and other accounts

Borrowings
Other liabilities (excluding current taxation)

Income tax paid
Net cash (used in) / generated from operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Investment in operating fixed assets

Note 2021 2020
Rupees
56,399,902 (256,361,131)
10.2 28,605,706 25,181,605
10.2 24,477,194 22,662,686
10.3 1,704,286 1,526,029
8.3 74,239,460 204,799,571
22 (568,238) 374,563
12,419,830 13,115,181
140,877,538 267,659,634
197,277,440 11,298,503
(1,548,737,008) 74,270,761
(41,320,541) (6,221,564)
(1,590,057,639) 66,049,187
1,217,090,003 101,463,408
(125,000,000) (75,000,000)
44,828,817 (6,281,085)
1,136,918,920 20,172,313
(255,861,279) 99,520,013
(11,434,730) (8,285,824)
(267,296,009) 91,234,189

(67,783,932)

(19,899,239)

Proceeds from the disposal of operating fixed assets 1,283,000 151,366
Net cash used In investing actlvities (66,500,932) (19,747 ,873)
CASH FLOW FROM FINANCING ACTIVITIES
Payment of lease liability against right-of-use asset (33,732,559) (26,101,674)
Issuance of share capital 2 16.2.2 150,000,000 285,000,000
Net cash generated from financing activities 116,267,441 258,898,326
Net (decrease) / increase in cash and cash equivalents during the year (217,529,500) 330,384,642
Cash and cash equivalents at the beginning of the year 745,220,433 414,835,791
Cash and cash equivalents at the end of the year 31 527,690,933 745,220,433
The annexed notes from 1'to 38 form an integral part of these financial statements.
At
,&f' ._—;:‘—%—- ' \éj:jgc@ﬁ?:&gé ‘Q
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‘ADVANS PAKISTAN MICROFINANCE BANK LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021

1.1

31

3.2

STATUS AND NATURE OF BUSINESS

Advans Pakistan Microfinance Bank Limited (the Bank) was incorporated as a public limited company under the
repealed Companies Ordinance, 1984 (now Companies Act, 2017) on April 17, 2012 and was granted license by the
State Bank of Pakistan on June 28, 2012 to operate as a microfinance bank in the province of Sindh. The Securities
and Exchange Commission of Pakistan and the State Bank of Pakistan granted permissions to the Bank for the
commencement of business with effect from November 21, 2012 and January 04, 2013 respectively. The Bank's
principal business is to provide microfinance banking and related services to the poor and under served segment of
the society as envisaged under the Microfinance |nstitutions' Ordinance, 2001. The registered office of the Bank is
situated at Ground Floor, Bahria Complex 1, Lalazar Area, Moulvi Tamizzuddin Khan Road, Karachi. The Bank
operates through branches and service cenire spread within the province of Sindh as disclosed in note 28 to these
financial statements,

The Bank is a subsidiary of Advans S.A. Sicar (incorporated in Luxembourg) which holds 99.99% (December 31,
2020; 99.99%) share capital of the Bank. (

The Bank's capital (free of losses) amounted to Rs 756.610 million as at December 31, 2021 (December 31, 2020:
Rs. 852.725 million) which is above the'minimum capital requirements as at December 31, 2021.

, BAS[S OF PRESENTATION

These financial statementis have been prepared in compliance with the format as prescribed under the Banking
Surveillance Department (BSD) Circular No.11 dated December 30, 2003 issued by the State Bank of Pakistan,

STATEMENT OF COMPLIANCE

These financial statemenis have been prepared in accordance with the accounting and reporting standards as
applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of:

- International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board
(IASB) as are notified under the Companies Act, 2017;

- Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan as
are notified under the Companies Act, 2017;

- Provisions of and directives issued under the Microfinance Institutions Ordinance, 2001 and the Companies
Act, 2017; and

- Directives issued by the State Bank of Pakistan (SBP) and the Securities and Exchange Commission of
Pakistan (SECP).

Whenever the requirements of the Microfinance Institutions Ordinance, 2001, the Companies Acl, 2017 or the
directives issued by the SBP and the SECP differ with the requirements of IFRS or IFAS, the requirements of the
Microfinance Institutions Ordinance, 2001, the Companies Act, 2017 and the said directives, shall prevail.

The SBP vide BSD Circular letter No.10 dated August 26, 2002 has deferred the applicability of International
Accounting Standard 39, Financial Instruments: Recognition and Measurement and International Accounting
Standard 40, Investment Property for banking companies till further instructions. Further, according to the notification
of the SECP issued vide SRO 411(1)/2008 dated April 28, 2008, International Financial Reporting Standard (IFRS) 7,
Financial'Instruments; Disclosures has not been made applicable for banks. Accordingly, the requirements of these
standards have not been considered in the preparation of these financial statements. Additionally, as the SBP has
deferred the applicability of IFRS 9. to banks to accounting periods beginning on or after January 1, 2022,
investments have been classified and valued in accordance with the requirements prescribed by the SBP through

various circulars.

Standards, interpretations and amendments to accounting and reporting standards that have become
effective in the current year

There are ceriain new -and amended standards and interpretations that are mandatory for the Bank's accounting
periods beginning on January 1, 2021 but are considered not to be relevant or do not have any significant impact on
the Bank's operations and are therefore not detailed in these financial statements.

At
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4.1

4.2

2

Standards, interpretations and amendments to accounting and reporting standards that are not yet effective

As per SBP's BPRD Circular Letter no. 24 of 2021, IFRS 9 ‘Financial Instruments’ is applicable to banks in Pakistan
effective January 1, 2022. The aforementioned circular letter required banks to submit IFRS 8 compatible pro forma
financial statements for the year ended December 31, 2021 and perform parallel run of IFRS 9 on quarterly basis.
Further, it was stated that final instructions will be issued subsequently based on the results of parallel reporting of
banks

The Banks In Pakistan through the Pakistan Banks Assoclation (PBA) have submitted their comments on instructions
issued for parallel reporting and requested that those are addressed in the final instructions to be issued. The matters
raised include retaining some relaxations given presenily in the Prudential Regulations, prescription of macro-
economic variables, impact on Capital Adequacy Ratio (CAR), guidance on Significant Increase in Credit Risk (SICR)
criteria, future tax impacts of any reversals, recording of Expected Credit Loss (ECL) on Government securities
denominated in local currency, including further clarifications required in certain areas.

Due to the fact that final instructions have not yet been issued and there are a large number of reservations on the
draft instructions, the banks are collectively of the opinion that impact on initial application of IFRS 9 cannot be
determined as at December 31, 2021.

There are certain other new and amended standards, interpretations and amendments that are mandatory for the
Bank's accounting perlods beginning on or after January 1, 2022 but are considered not to be relevant or will not
have any significant effect on the Bank's operations and are, therefore, not detailed in these financial statements.

Critical accounting estimates and judgments

The preparation of financial statements in conformity with accounting and reporting standards, as applicable in
Pakistan, requires the use of certain critical accounting estimates. It also requires management to exercise its
judgment in the process of applying the Bank's accounting policies. Estimates and judgments are continually
evaluated and are based on historical experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances. Revisions to 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 revision and future
periods if the revision affects both current and future periods.

-Significant accounting estimates and areas where judgments were made by management in the application of

accounting policies are as follows:

- Depreciation methods, residual values and useful lives of property and equipment (notes 5.2.1 and 10.2),
- Valuation of right-of-use assets and their related lease liability (note 5.2.2).

- Taxation (notes 5.4, 12 and 25).

- Classification of investments (notes 5.5 and 8).

- Provision against non-performing advances (notes 5.3 and 9).

- Intangible assets valuation and amortization (notes 5.2.4 and 10.3).

Till December 31, 2019, the Bank was maintaining a general provision against its portfolio of loans and advances in
accordance with the requirements of Prudential Regulations for MicroFinance Banks. Effective from January 1, 2020,
the Bank has also started making a general provision against its porifolio of loans and advances which has been
rescheduled / restructured as a result of COVID-19 as more fully explained in note 5.3 to these financial statements.

BASIS OF MEASUREMENT

Accounting convention

These financial statements have been prepared under the historical cost convention.

Functional and presentation currency

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these financial statements are same as those applied
in the preparation of financial statements of the Bank for the year ended December 31, 2020.
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5.2.21

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents represent cash in hand, balances held with State
Bank of Pakistan, National Bank of Pakistan and with other banks in current and deposit accounts and short term
highly liquid investment in Government securities with original maturity of three months or less.

Operating fixed assets

Property and equipment

These are stated at cost less accumulated depreciation and accumulated impairment losses, if any. Depreciation is
charged using the straight line method over the estimated useful lives of assets at the rates stated in note 10.2 to
these financial statements. Depreciation on additions is charged from the month when the asset is available for use
and on disposals upto the month preceding the month of disposal.

The assets residual values, useful lives and depreciation methods, are reviewed and adjusted, if appropriate, at each
reporting date, :

Subsequent cosis are: included in the asset's carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Bank and the cost of
the item can be measured reliably. All other repairs and maintenance cost is charged to the profit and loss account
during the period in which they are incurred.

An item of fixed asset is derecognised upon disposal or when no future economic benefits are expected from its use
or disposal. Gains and losses on disposals, if any, are determined by comparing the sale proceeds with the carrying
amount of asset and are included in the profit and loss account.

Right-of-use assets and their related lease liability

Right-of-use assets

On initial recognition, right-of-use assets are measured at an amount equal to initial lease liability adjusted for any
lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of
costs to be incurred to dismantle and remove the underlying asset or to restore the underlying asset or the site on

which it is located.

Right of-use assets are subsequently stated at cost less any accumulated depreciation / accumulated impairment
losses and are adjusted for any remeasurement of lease liabllity. The remeasurement of lease liability will only occur
in cases where the terms of the lease are changed during the lease tenor.

Right-of-use assets are depreciated du'_er their expected useful lives using the stralght-line method. Depreciation on
additions (new leases) is charged from the month in which the leases are entered till the month of disposal.

5.2.2.2 Lease liability against right-of-use assets

5.2.3

5.24

The lease liabilities are initially measured at the present value of the remaining lease payments, discounted using the
interest rate implicit in the lease, or if that rate cannot be readily determined, the Bank's incremental borrowing rate.

The lease liability Is subsequently measured at amortised cost using the effective interest rate method, The lease
liability is also remeasured to reflect any reassessment or change in lease terms. These remeasurements of lease
liabilities- are recognised ‘as adjustments to the carrying amount of related right-of-use assets after the date of initial
recognition.

Each lease payment is allocated between a reduction of the liability and a finance cost. The finance cost is charged
to the profit and loss account as financial charges over the lease period so as to produce a constant periodic rate of
interest on the remaining balance of the liability for each period.

Capital work in progress

All expenditure connected with specific assets incurred during installation and construction period are carried under
this head. These are transferred to specific assets as and when those assets are available for use. These are carried

at cost less impairment losses, if any.

Intangible assets

Intangible assets with definite useful lives are stated at cost less accumulated amortisation and accumulated
impairment losses, if any. These are amortised using the straight line method over their estimated useful lives at the

rate mentioned in note 10.3.
l L™
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Amortisation on additions is charged from the month in which the assets are available for use while no amortisation is
charged in the month in which the assets are disposed of.

“The estimated useful lives and the amortisation methods are reviewed at the end of each reporting date, with the
effect of any changes in the estimate being accounted for on a prospective basis.

Software and other development costs are only capitalised to the extent that future economic benefits are expected
to flow to the Bank and that the cost can be measured reliably.

impairment

The Bank assesses at the end of each reporting period whether there is any indication that property and equipment
and intangible assets may be impaired. If such indication exists, the carrying amounts of such assets are reviewed to
assess whether these are recorded in excess of their recoverable amount. Recoverable amount is the higher of an
asset's fair value less costs of disposal -and its value in use. Where carrying values exceed the respective
recoverable amount, assets are writtlen down to then‘ recoverable amounts and the resulting impairment loss is
recognised in the prefit and loss accuunt

Where impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
recoverable amount but limited fo the extent of the amount which would have been determined had there been no
impairment. Reversal of impairment loss is recognised as income in the profit and loss account,

Advances

Advances are stated net of specific and general provisions, Provision against non-performing advances are made in
accordance with the requirements of the Prudential:Regulations for Microfinance Banks issued by the State Bank of
Pakistan and ‘are charged to the profit and loss account. Advances are written off in accerdance with the Prudential
Regulations for Microfinance Banks or when there is no realistic prospect of recovery.

In addition, the Bank expects that several borrowers may be severely impacted by the COVID-19 pandemic. The
potential impact of the economic stress is difficult to predict, as many of such borrowers have availed the SBP
enabled deferment / restructuring and rescheduling relief. Hence, the management feels that it is appropriate to
maintain an additional general provision of upto 15% on the portfalio that has applied for restructuring / rescheduling
excluding gold loans.

Taxation

[ncome 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 the items recognised directly in equity, in which case it is
recognised in equity.

Current and prior year taxation

Provision for current taxation is based on the taxable income at the current rates of taxation after taking into account
available tax credits and rebates. The charge for current tax also includes adjustments, where considered necessary
relating to prior ysars, which arises from assessments / developments finalised / made during the year.

Deferred

Deferred tax is recognised using the balance sheet nabllily methed, on all temporary differences arising at the
reportmg date between the tax base of assets and liabiliies and their carrying amount for financial reporting
purposes,

Deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are recognised for all
deductible temporary differences to the extent that it is probable that the future taxable profits will be available
against which the assets-may be ufilised.

The carrying amount of deferred tax asset is revlewad at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable pert'ts will be available to allow all or part of the deferred tax asset to be

- utilised.

Deferred tax assels and liabilities are measured at the tax rates that are expected to apply to the periods when the
asset s utilised or the liability is settied, based on the tax rates (and fax laws) that have been enacted or

substantively enacted at the reporting date.
Investments

The investments of the Bank, upon initial recognition, are classified as held-for-trading, held-to-maturity and available-
for.sale, as appropriate, based on the purpose for which these are acquired.
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Investments (other than held-for-trading) are initially measured at fair value plus transaction costs associated with
investments. Held-for-trading investments are initially measured at fair value and transaclion costs are expensed in
the profit and loss account.

All purchases and sales of investments that require delivery within the timeframe established by regulations or
market conventions are recognised at the trade date. Trade date is the date on which the Bank commits to purchase
or sell the investment,

Held-for-trading

These are securities; which are either acquired for the purpose of generating profit from short-term fluctuations in
prices or dealer's margin or are securities included in the portfolio in which a pattern of short-term profit making
exists. After initial measurement, such investments are carried at fair value and the surplus / (deficit) arising as a
result of revaluation is taken to the profit and loss account.

Held-to-maturity

These are securilies with fixed or determinable payments and have fixed maturities, which the Bank has the positive
intention and ability to hold till maturity. After initial measurement, all such investments are carried at amortised cost
less impairment.

Avallable-for-sale

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

Premium or discount on acquisition of securities classified as "available-for-sale” and "held-to-maturity” is
amortised using the effective interest method and taken to the profit and loss account.

Impairment loss in respect of investments categorised as available for sale and held to maturity is recognised based
on management's assessment of objective evidence of impairment as a result of one or more events that may have
an impact on the estimated future cash flows of the investments. Provision far impairment in the value of equity
securities is made after considering objective evidence of impairment. A significant or prolonged decline in the fair
value of a listed equity investment below its cost is also considered an objective evidence of impairment. In case of
Impairment of "available for sale” securities, the cumulative loss that has been recognised directly in surplus / deficit
on revaluation of securities on the balance sheet below equity is removed therefrom and recognised in the profit and
loss account. Impairment on equity instruments is not reversed through profit and loss account.

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 economic: resources will be required to'settle the obligation and a reliable estimate of
the amount can be made. Provisions are reviewed at each reporting date and are adjusted to reflect the current best

estimate.

Statutory reserve

The Bank is required under the Microfinance Institutions Ordinance, 2001 to maintain a statutory reserve to which an
appropriation equivalent to 20% of the annual after tax profit is made till such time the reserve fund equals the paid-
up capital of the Microfinance Bank; thereafter, a sum of not less than 5% of its annual profit after tax is required to
be appropriated.

Depositor's protection fund

The Bank is required under the Mi'qroﬁnan'ce_ Institutions Ordinance, 2001 to contribute 5% 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.

Cash reserve

In compliance with the related regulatory requirements, the Bank is required te maintain a cash reserve equivalent te
not less than 5% of its deposits (including demand deposits and time deposits with tenor of less than 1 year) in a
current account opened with the: State Bank of Pakistan or its agent.
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5.14

5.14.1

5.14.2

5.14.3

Statutory liquidity requirement

In compliance with the related regulatory requirements, the Bank is required to maintain liquidity equivaient to atleast
10% of its total demand and time liabilities with tenor of less than one year in form of liquid assets i.e, cash, gold,
unencumbered treasury bills, Pakistan Investment Bonds and Government of Pakistan sukuk bonds. Treasury bills

and Pakistan Investment Bonds held under depositor protection fund are excluded for the purpose of determining

liquidity.
Deposits

Deposits are initially. recorded at the amount of proceeds received. Mark-up on deposits Is accrued on a time
proportion basis.

Grants

The grant related to an asset is recognised in the balance sheet when there is a reasonable certainty that it will be
received and the Bank will comply with the condition(s) attached to it. Grants that compensate the Bank for expense
incurred are recognised as revenue in the profit and loss account on & systematic basis in the same period 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 on a systematic basis over the life of the asset.

Revenue recognition

- Mark-up / return / interest on performing advances is recognised on an accrual basis using the effective
interest method. Mark-up on advances classified under the Prudential Regulations is recognised on receipt
basis.

- Mark-up / return on investment is recognised on an accrual basis using the effective interest method.
- Fee, commission and bi'oke:rafe'Ii_‘li::ume is recognised when services are rendered,

- Gains and losses on sale of investments are included in the profit and loss account in the period in which sale /
seftlement occurs.

- Return on balances with other banks Is recognised in the profit and loss account on an accrual basis.
- Other income is recognised on an accrual basis.

Financlal Instruments :

Financial assets and financial Ilaﬁl'i:ifléﬁ

Financial assets and financial liabilities are recognised at the time when the Bank becomes a party to the contractual
provisions of the inslrument. At the time of initial recognition, all the financial assets and liabilities are measured at
cost, which is the fair value.of the consideration given or received for it. The financial assets and financial liabilities
are subsequently measured and carred at fair value, amortised cost or cost as the case may be. Financial assets are
de-recognised when the contractual right to future cash flows from the asset expires or is transferred along with the
risks and rewards of the asset: Financial liabilities are de-recognised when obligation specified in the contact is
discharged, cancelled or expired. Any gain or losses on de-recognition of the financial assets and liabilities are
recognised in the profit and loss account.

Derivative financial Instruments

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

Off setting of financial assets and financial liabilities

Financial assets and financial liabilities are only off-set and the net amount is reported in the financial statements
when there is a legally enforceable right to set-off the recognised-amounts and the Bank intends either to settle on a
net basis, or to realise the assets and to settle the liabilities simultaneously. Income and expense items of such
assets and liabilities are also off-set and the net amount is reported in the financial statements.
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Foreign currency transactions and translations

Foreign currency transactions are translated into Pak Rupees at the exchange rates prevailing on the date of
transaction. Monetary assets and liabilities in foreign currencies are translated into Pak Rupees at the exchange
rates prevailing at the reporting date. Non-monetary items that are measured in terms of historical cost in a foreign

currency are translated uslng the exchange rates at the dates of the initial transactions. Non-monetary items

measured at fair value in a foreign currency are translated using exchange rates at the date when the fair value was
determined. Exchange gains and losses are included in the profit and loss account.

Share capital
Ordinary shares are classified as equity and are recorded at their face value.

Earnings [/ (loss) per share

The Bank presents basic and diluted earnings / (loss) per share (EPS) for its shareholders. Basic EPS is calculated

by dividing the profit:or loss aftributable to ordinary shareholders of the Bank by the weighted average number of

ordinary shares outstanding during the year. Diluted EPS, if any, is determined by adjusting the profit or loss
attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding for the effects
of all dilutive potential ordinary shares. There were no dilutive potential ordinary shares in issue at December 31,
2021 and December 31, 2020.

Dividend and other appropriations

Dividend and appropriation to reserves, except appropriations which are required by the law, are recorded In the
period in which these are approved. y

Staff retirement benefits
Contributory provident fund

The Bank operates an approved contributory provident fund for all employees. Monthly equal contributions are made
to the fund by the Bank and the employees at the rate of 10% of basic salary.

Note 2021 2020
Rupees
CASH AND BALANCES WITH STATE BANK OF PAKISTAN
AND NATIONAL BANK OF PAKISTAN

Cash in hand 68,023,192 62,238,487
Balances with State Bank of Pakistan (SBP) 6.1 191,903,132 52,880,393
Balance with National Bank of Pakistan (NBP) - -

' 250926324 __ 115,127,880

These represent current accounts maintained with SBP to meet the requirement of maintaining a minimum balance
equivalent to 5% of the Bank's time and demand liabilites in accordance with the Prudential Regulations for

Microfinance Banks.

Note 2021 2020
Rupees
BALANCES WITH OTHER BANKS AND .
MICROFINANCE BANKS
In Pakistan:
- Current accounts ! 9,239,159 556,271
- PLS deposit accounts 7.4 258,525,450 430,172,227
267,764,609 430,728,498

These include ‘deposits: with commercial banks carrying mark-up rates ran_ging from 5.5% to 9.8% (2020; 5.5% to
11.2%) per annum.
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INVESTMENTS

Investments hj:type:

2021 " 2020
Provision i Provision
Cost/ Surplus / Cost/amortised Surplus /
for Carrying value far Carrylng value
amortised cost dictination (deficit) cost diminution (deficit)
- Rupees : Rupees
Held-to-maturity securities
Federal Government Securitles
- Market Treasury Bills - - . - 199,364,055 . - 199,364,055
Investments by segments:
2021 2020
Cost/ Peaiion Surplus/ Carrying valie Cost | amortised Pm::m" Surplus | Gl vl
amortised cost PR (deficit) cost diminution | (defict)
: Rupees Rupees
Federal Government Securities
- Market Treasury Bills - - - - 199,364,055 - - 199,364,055
ADVANCES - NET OF PROVISIONS
2021 _2020
Nulr:::; af Amount Nul':::: of Amount
Note outstandin Esanding outstanding i
- RUpEES s eesmseees —- Rupees-—--——--v
Micro credit 94 15,163 2,494,002,194 8,564 1,074,441,467
Less: Provision held
- Speclfic 91&9.2 592 31,273,053 755 38,987,407
- General 8.3 - 32,588,134 - 79,810,681
(63,861,187) (118,798,098)
2,430,141,007 955,643,369

All-advances are secured by personal guarantees except for certain advances which are secured against gold

provided by the borrowers.

Particulars of non-performing advances’

Advances include Rs 77,710,689 (2020: Rs 95,530,575) which have been placed under non-performing status as

detailed below:

2021 2020
Category of classification Amount Provision Provision Amount Provision Provision
outstanding required held outstanding required held
Rupees: Rupess
Other assets especially mentioned 16,193,767 s 2ol - 29,917,208 - -
Substandard 1 2.-35_5',4_66 3,044,013 3,044,913 13,718,758 3,329,364 3,329,364
Doubtful 39,997,366 19,941,804 19,941,804 25,395,156 11,303,808 11,303,808
Loss 9,163,090 8,286,336 8,286,336 26,495,453 24,354,235 24,354,235
777 05689 31,273053 31,273.053 95 630,575 38,987,407 38,887,407
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Particulars of provision-against non-performing advances

The movement of provision against non-performing advances is as follows:

2021 2020
Specific || General || Total Specific || Gemeral [[  Total

{Note 9.3.1) (Note 9.3.1)

Rupees Rupees ==w—--
Opening balance 38,967,407 79,810,691 118,798,098 23,342,151 11,535,089 34,877,250
Charge for the year :
- On non-performing advances 124,399,996 20,604,529 145,004,525 | | 143,540,078 74,510,367 | | 218,050,445
Reversals (2,837.979)] | (67,827,086) {70,765,065) (7,016,099) (6.234,775)| | (13,250,874)

121,462,017 (47,222,557) 74,239,460 136,523,979 668,275,592 204,799,571

Amount written off (128,176,371) - (129,176,371) (120,878,723) - (120,878,723)
Closing balance 31,2%,053 32,588,134 63,861,187 38,987,407 79,810,691 118,798,088

This represents general provision equivalent to 1% of the outstanding advances (other than gold loans) - net of
specific provisions held in accordance with the requirements of the Prudential Regulations for Microfinance Banks.
General provision also includes Rs. 10.47 million (2020: Rs. 70.49 million) as discussed in note 5.3 to these financial

slatements.

Note 2021 2020
Particulars of write offs: Rupees
Against provisions 129,176,371 120,878,723
Directly charged to profit and loss account - -
129,176,371 120,878,723
OPERATING FIXED ASSETS
Capital work-in-progress 101 20,061,440 5,896,197
Property and equipment 10.2 216,167,707 150,261,491
Intangible assets 103 3,163,427 3,281,923
239,372,574 159,539,611
Capital work-in-progress
Civil works 41,245 -
Equipment 16,461,344 996,197
Advances to.suppliers-and contractors 3,568,851 5,000,000
20,081,440 5,006,197
Property and equipment
2021
COST DEPRECIATION Net book
At Charge for At valueat  Annual rate of
A;:a;; ;1‘1' ﬁ:}d_mnnsl ! December A;:I.'a;;;;y thayear/ December December depreciation
’ (disposal) 34 2021 ¢ disposal 31,2021 31,2021
Rupees %
Owned
Leasehold Improvemenls 47,235,299 13,520,233 60755532 19,654,657 5,344,913 24,989,570 35,755,962 10
Fumiture and fixtures 10,218,073 4,471,581 23 689,654 12,617,228 2873564 15480790 8,198,864 20
Office and other equipment 58,552,025 13,150,550 71,702,575 36,193,454 9,565,563 45,750,017 25043558 20
Computer equipment 65,640,694 20,767,535 86408229 52,196,026 10,262,000 62,478,026 23,930,203 33
Vehicles 15,269,250 233,000 13954414 8,802,101 539666 8,407,993 5,546,421 20
(1,647,836) (933,774)
Right-of-use asset 113,965,669 67,550,279 181,51594B 40,256,055 24,477,184 64,733,249 116,782,699 13-100
M P 319,981,010 119,693,178 438026352 169,719,519 53,082,900 221,868,645 216,157,707

(1,647,836

(933,774)
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10.2.2

10.3

10.31

1

Owned
Leasehold improvements
Fumiture and fixtures

Office and ather equipment

Computer equipment
Vehicles
Right-of-use asset

10

2020

COST DEPRECIATION Net book
o At Charge for At value at  Annual rate of
A;: a;;z? ?:I‘:lﬂ::;]! Dacember A(t];la: Du;;y the year/ December December despreclation
! P 31, 2020 * disposal 31,2020 31, 2020
Rupees %
47,027,812 207,487 1 47,235200 14931633 4,723,024 19654657 27,580,642 10
18,362,840 855233 19,218,073 9,889,333 2,727,893 12,617,226 6,600,847 20
57,076,955 2,847,000 158,552,025 28,137,528 6,901,957 36,193,454 22,358,571 20
(1,372,000) (846,071)
56,910,697 8,720,997 65,640,694 43889235 8,306,791 52196026 13,444,668 33
15,309,276 59,974 15,369,250 8,280,201 521,800 8,802,101 6,567,149 20
108,268,150 9,378,522 113,965,669 21274373 22,662,685 40256055 73,709,614 13- 100
(3,681,003) (3,681,003)
302,955,730 22,078,283 319,981,010 126402303 47,844,290 169,719,519 150,261,491
(5,053,003) (4,527,074)

Property and equipment include assets costing Rs 71,839,497 (2020: Rs. 69,382,707) which are fully depreciated

and are still in use,

The disposal relates to vehicle (Corolla XLI / BBJ-251) costing Rs1,647,836 with book value of Rs 714,062, The car
was sold for Rs 1,160,000 through tender to the same employee who was using the car.

Intangible assets

Core banking application
and other licenses

Computer software

Core banking applicalion
and other licenses

Computer software

2021
COST AMORTISATION Net book
At At value at  Annual rate of
A;: a;:.::y Additions December k;;la:::1ry c:::'ga:rm December December amortisation
' 31,2021 ' Year - sq,2021 31,2021
Rupees %
56,704,385 - 56,704,385 54,541,276 320,266 54,870,542 1,833,843 25
8,468,707 1575790 10,044,497 7,349,803 1,375020 8,724,913 1,319,584 25
65,173,002 1.5?5,?90 66,748,882 61,801,169 1,704,286 63,595,455 3,153,427
2020
COST AMORTISATION Net book
At At value at  Annual rate of
A;;'a::;oq Additions December A;;Ja;:;ory Ctl';:lrgaafor December December amortisation
it ' at2020 eYeAT 31,2020 31,2020
Rupees %
54,828,607 1,875,778 56,704,385 53,698,185 843081 54,541,276 2,163,109 25
8,317,507 151,200 8,468,707 6,666,945 682948 7,349,883 1,118,814 25
63,146,114 2,026,978 65,173,092 60,365,140 1,526,029 61,891,169 3,281,923

Intangible assets include software costing Rs 60,527,138 (2020: Rs 58,218,532) which are fully amortised and still in

use.

OTHER ASSETS

Mark-up / return /-interest accrued

Prepayments for

=rent

- insurance

- others
Advances to staff
Security deposits

Accrued income on PLS savings account

Others
A LY

2021 2020
Rupees

74,581,739 43,438,741
8,329,066 9,699,476
3,323,056 1,287,026
11,016,966 4643,411
3,304,179 4,713,181
7,262,180 3,054,780
574,631 270,139
554,510 519,032
108,946,327 67,625,786
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DEFERRED TAX ASSET - NET

Deferred tax comprises of deductible and taxable timing differences in respect of the following:

2021 2020
e Rupees
Deductible temporary differences arising In respect of
- Unabsorbed tax depreciation and amortisation 65,565,778 55,235,072
- Property and equipment 106,876 (700,256)

65,672,654 55,935,328

Taxable temporary differences arising due to
- Intangible assets | (585,746)] | (125,521)|
(585,746) (125,521)

65,086,908 55,808,807

The Bank has unabsorbed tax loss of Rs 713,068,577 [including unabsorbed tax depreciation and amortisation
amounting to Rs 226,088,890] as at December 31, 2021. The management has recognised deferred tax asset of Rs
65,565,778 (2020: Rs 55,235,072) on unabsorbed tax depreciation and amortisation. The deferred tax asset has
been recorded based on the financial prejections of the Bank which have been prepared by the management, The
financial projections prepared by the management are based on assumptions which are linked to various variable
factors such as growth in enterprise loans, expansion in gold-backed loans; microloans, productivity, growth in loan
size, effective interest rate etc. expected to be achieved during the next three years.

DEPOSITS AND OTHER ACCOUNTS 2021 2020
: Number of Number of |
accounts Piljesn accounts Ripsey
Fixed deposits ' S 526 1,319,281,283 522 756,243,582
Saving deposits 1,275 861,648,789 1,191 250,688,005
Current deposits 42,204 91,342,506 32,105 48,250,988
44,005 2,272,272,578 33818 1,055,182,575

Particulars of deposits by pwn‘ershlp‘

‘Individual depositors 43,816 1,628,323,075 33,625 1,032,043,512

Institutional depositors
- Corporation / firms etc. 189 643,949,503 193 23,139,063

- Banks and financial Institutions

44,005 2,272,212,578 33,616 1,055,182,615

Note 2021 2020
BORROWINGS R PR RUpees-----x-=-nnnan

Borrowings from Banks / Financial Institutions in Pakistan 141 &142 100,000,000 225,000,000

Details of borrowings from ﬂnanc!:al institutions

Secured
Borrowing from Non-Banking Finance Company (NBFC) 14.2 100,000,000 225,000,000

During the year 2018, the Bank entered into an agreement with the Pakistan Microfinance Investment Company
(PMIC) - NBFC for'a term finance facility of Rs. 300 million. The Bank was entitled to obtain this facility during the
period from July 1, 2018 till June 30, 2019 as per the agreement. The Bank has availed full facllity in four tranches,
two of Rs. 50 million each in 2019 and two further tranches of Rs. 100 million each in the pricr year, The facility
carries mark-up. at the rate of average six months KIBOR plus 4 percent (fo be set at the start of each quarter). The

‘facllity is secured by way of hypothecation of fixed assets of the Bank and demand promissory notes and is

repayable by September 2020. During the year 2020, an ammendment agreement has been executed and the bank
was required to make payment in three installments of Rs 75 million each on March 31, 2021, June 30, 2021 and
September 30, 2021. During the current year Bank entered into another similar agreement with PMIC for a term
finance facility of upto Rs. 300 million. Bank has received first tranch of Rs. 100,000,000 as at December31, 2021.

P g
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Note 2021 2020
....... ===RUPEES-~snmnmensasnsas
15 OTHER LIABILITIES

Mark-up / return / interest payable 19,311,658 31,335,482
Accrued expenses 48,905,151 37,690,103
Payable to related parties 15.1 43,638,191 2,796,208
Withholding tax payable 5,653,530 1,736,208
Provident fund payable 832,372 -
Payable to employee old age benefit institution 300,508 154,492
Current taxation (provisions less payments) * 962,909 605,781
Lease liability against right-of-use assets 122,135,710 75,898,160
Others 400 400

241,640,429 150,216,834

154 This represents amounts of Rs 40,841,983 (December 31, 2020: Rs. Nil), Rs 2,789,881 (December 31, 2020: Rs
2,789,881) and Rs 6,327 (December 31, 2020; Rs 6,327) payable to Advans International - related party, Advans
S.A. Sicar - Holding Company and FMO (Nederlandse Financietings-Maatchappij voor Ontwikkelingslanden N.V.) -
Netherlands respectively

16 SHARE CAPITAL

16.1  Authorlsed capital

2021 2020 2021 2020
Number of shares Rupees
200,000,000 200,000,000 Ordinary shares of Rs 10 each 2,000,000,000 2,000,000,000

16,2 Issued, subscribed and paid-up share capital

2021 2020 2021 2020
Number of shares. s L / Rupees
Ordinary shares of Rs 10 each
172,516,310 157,516,310 fully paid in cash 1,725,163,100  1,575.163,100
Note 2021 2020

Number of shares
16.2.1 Share capital has been subscribed by the following:

Advans S.A. Sicar - Luxembourg 16.3 172,516,308 157,516,308

Steven Duchatelle - Director Advans Pakistan
Microfinance Bank Limited 1

Claude Falgon - Chairman Advans Pakistan

Microfinance Bank Limited 1 1
172,516,310 157,516,310

16.2.2 Movement in issued, subscribed and paid-up share capital

w02 2020
Issued as Issued as 2024 2020
Issued forcash| bonus Total Issued forcash|  bonus Tatal
shares d shares
Number of shares Rupees
Qpening ; 157,516,310 - 157,516,310, 129,016,310 - 129,016,310 1,575,163,100 1,290,163,100
Shares issued during the year 15,000,000 - 15,000,000 28,500,000 - 28,500,000 150,000,000 285,000,000
172,516,310 - 172,516,310 157,516,310 - 157,516,310 1,725,163,100 1,575,163,100

A 1w
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16.3 This represent shares owned by the holding company and have been deposited in blocked account with the Central
Depository Company of Pakistan Limited in terms:of BPRD Circular No. 9 of 2009 and under SBP License No. MFI-
012 dated June 28, 2012.

2021 2020
17 DEFERRED GRANT Rupees

Opening balance 714,869 714,669

Grant received during the year from:
State Bank of Pakistan - 4

Grant income recognised during the year - -

714,669 714,669

18 MEMORANDUM / OFF BALANCE SHEET ITEMS

Bills for collection ] - -
Acceptances, Endorsements And Other

Obligations Contingent Liabilities o *
Commitments for fixed capital expenditure - -

18.1  There were no contingencies as at December 31, 2021 and December 31, 2020
19 MARK-UP / RETURN / INTEREST EARNED

Interest / mark-up on:
Advances 749,411,330 418,667,398
Government Securities - Market Treasury bills 12,462,693 17,117,120
Banks and financial institutions
- Deposit accounts 13,096,639 14,027,201
774,970,662 449,811,719

20 MARK-UP / RETURN / INTEREST EXPENSED

Interest / mark-up on deposits 171,549,647 132,607,542

Interest / mark-up on borrowing 13,012,397 30,883,254
184,562,044 163,490,796

21 FEE, COMMISSION AND BROKERAGE INCOME

Loan processing fee : 100,965,514 28,471,471

Other fee and commission 9,968,080 13,187,826
y 110,931,584 41,659,297

22  OTHER INCOME

Recoveries against write-offs 21,189,641 5,239,422
Recoveries from Credit Guarantee Scheme 3,779,800 6,007,020
Liabilities no longer required written back 5,703,306 7,490,009
Gain on disposal of operating fixed assets 568,938 -

Others 73,596 40,578

BlAT ~ 31,315,281 - 18,777,029
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MNote 2021 2020

ADMINISTRATIVE EXPENSES Rupees

Salaries and other allowances : 2318&232 291,763,703 199,287,054
Staff welfare 3,251,369 1,833,787
Non executive directors' fees, allowances and other expenses 900,000 800,000
Training and business development 3,901,415 726,360
Rent, rates and taxes 11,215,625 14,070,085
Legal and professional charges 7,888,888 5,580,206
Ulilities 15,979,472 10,250,634
Communications 13,127,612 8,782,558
Repairs and maintenance - others 19,685,036 14,756,866
Repairs and maintenance - Vehicles : 14,647,427 6,268,962
Financial charges on lease liability against right-of-use asset 12,419,830 13,115,181
Fuel for generator 11,178,410 9,500,184
Insurance 13,231,778 9,442 244
Travelling and conveyance 14,029,613 5,016,333
Printing and stationery 7,341,686 5,532,900
Fees and subscription 14,403,185 10,016,405
Technical assistance fee 234 39,450,356 -
Security charges 14,826,800 11,607,744
Advertisement and publicity 10,611,788 3,838,279
Auditors' remuneration ; 233 2,857,376 2,612,188
Depreciation 10.2 28,605,706 25,181,605
Depreciation of Right-of-use-asset 10.2 24 477,194 22,662,685
Amortisation of intangible assets 10.3 1,704,286 1,526,029
Bank charges. 3,703,703 2,129,538
Office supplies 68,284 94,828
Janitorial charges 7,300,377 4,445,228
Other expenses 11,953,584 6,617,382

600,524,503 306,495,246

This includes amount of Rs' 155,741,352 (2020: Rs 108,663,981) relating to remuneration of key management
personnel.

This includes amount of Rs 6,035,694 (2020: Rs 5,814,221) related to Provident Fund.

Note 2021 2020
Auditors' remuneration e Rupees-----cmeuureean
Audit fee 1,567,501 1,425,001
Half-yearly review fee ' 770,000 700,000
Fee for other certifications 200,000 200,000
2,537,501 2,325,001
Sindh sales tax ? 203,000 186,000
Out of pocket expenses 116,875 101,188
2,857,376 2,612,189

This represents amount of Rs 39,646,711 payable o Advans International - related party, for providing suport and
maintainance services to the bank related to the use of management information system (Orbit)

Note 2021 2020
OTHER OPERATING EXPENSES / OTHER CHARGES Rupees
Exchange loss 1,391,628 -
Loss on disposal of operating fixed assels - 374,563
Penalties imposed by State Bank of Pakistan 24.1 100,000 1,449,000
1,491,628 1,823,663

This represents penalty imposed by the State Bank of Pakistan on account of issuance of unprocessed banknotes to
Fublic / Bank Branches.

(V7
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Note 2021 2020
TAXATION Rupees
For the year
- Current 25.1 11,791,858 7,653,721
- Prior - -
- Deferred 25.2 (9,277,101) (6,460,643)
2,514,757 1,193,078

The current tax provision represents the minimum tax on turnover for the year under section 113 of the Income Tax
Ordinance, 2001. Hence, the numerical reconciliation between tax expense and accounting loss has not been
presented in these financial statements.

Deferred tax debit balance represents benefit of tax losses relating to prior years which relate to unabsorbed
depreciation and amortisation and can be carried forward for an indefinite period.

EARNINGS / (LOSS) PER SHARE : 2021 2020
Basic

Eamings / (loss) for the year : Rupees: 53,885,145  (257,554,209)
Weighted average number of ordinary shares Number 168,488,913 136,419,050
Eamings / (loss) per share . - Rupee 0.32 {1.89)
Diluted

No figure for diluted earnings / (loss) per share has been presented as the Bank has not issued any convertible
instruments which would have an impact on basic earnings / (loss) per share.

NUMBER OF EMPLOYEES

2021 2020
Credit | Banking | Credit | Banking /
Sales staff Support staff ol Sales staff Support staff fol
Number Number
Permanent 88 189 277 77 136 213
Contractual 128 g 132 36 - 36
216 193 409 113 136 249
Average number of employees during the year were 221 (2020: 263).
NUMBER OF BRANCHES 2021 2020
: Branches | | Service Centre Branches | | Service Centre
Atthe -beginning of the year 13 - 13 "
Add: Opened during the year 1 o e =
Atthe end of the year i oA - 13 -

REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

The ‘aggregate amounts charged in the financial statements for the year in respect of remuneration, including all
benefits to the Chief Executive, Directors and Executives are as follows:

Chief Executive || Directors: Executives
2021 J[ 2020 || 2021 [ 2020 2021 L2020 |
Rupees- RUpeeg-semecsce Rupees

Fee - - 900,000 900,000 - -
Managerial remuneration 16,259,310 15,565,992 - - 49,708,483 35,220,636
Contribution to defined contribution plan - - - - 4,149,641 2,937,516
Rent and house maintenance 10,130,899 6,105,472 - - 23,228,409 15,035,175
Special Allowance - - - - 8,246,188 5,479,189
Utilities 2,809,486 2,577,654 - - 9,506,067 6,536,936
Medical : 1,625,856 1,556,592 - - 4970824 3,522,105
Conveyance Allowance - _ - * - . -
Other benefits 42,342,116 - 13.427,705 2 : 28,186,621 11,459,157

43,167,667 39,233,415 900,000 900,000 127,898,233 80,190,714

T ————— =
Number of persons during the year 1 1 2 2 92 52

e
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The Chief Executive Officer (CEQ) and head of depariments are provided with free use of Bank's maintained car.
RELATED PARTY TRANSACTIONS

Related parties of the Bank comprise of the holding company, associates, group companies, directors, key
management personnel and their close family members. Transactions with related parties are carried out as per

agreed terms.

Transactions with related parties have been specifically disclosed in the relevant notes to the financial statements.

Note 2021 2020
CASH AND CASH EQUIVALENTS Rupees nes
Cash and balances with State Bank of Pakistan and
National Bank of Pakistan 6 250,926,324 115,127,880
Balances with other banks and microfinance banks
in current and deposit accounts 7 267,764,609 430,728,498
Market treasury bills 8 - 199,364,055

527,690,933 745,220,433

CAPITAL RISK MANAGEMENT

The objective of managing capital is to safeguard the Bank's ability to continue as a going concern, so that it could
continue to provide adequate returns and benefits to stakeholders by pricing products and services commensurately
with the level of risk. It is the policy of the Bank to have a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business. The impact of the level of capital on
shareholders’ return is also recognised and the Bank recagnises the need to maintain a balance between the higher
returns that might be possible with greater gearing and the advantages and security afforded by a sound capital

position.
Goals of managing capital
The goals of managing capital of the Bank are as follows:

- To be an appropriately capitalised institution, as defined by the regulatory authorities and comparable to peers;
- maintain strong ratings and to protect the Bank against unexpected events;

- availability of adequate capital (including the quantum) at a reasonable cost so as to enable the Bank to
expand; and
- achieve low overall cost of capital with appropriate mix of capital elements.

Statutory minimum capital requirement and management of.capital

The minimum paid up capital requirement (MCR), free of losses, for Microfinance Banks operating at provincial level
is Rs 500,000,000. As of December 31, 2021, the share capital of the Bank stood at Rs 1,725,163,100 (2020:
1,575,163,100) and paid up capital of the Bank free of losses is Rs 756,610,073. Hence, the Bank is in compliance

with the aforesaid requirement.

At present, the Bank defines capital as shareholders' equity i.e. share capital and reserves. The capital of the Bank is
managed keeping in view the minimum "Capital Adequacy Ratio” as required by the Prudential Regulations for
Microfinance Banks / Institutions which is 15% of risk weighted assets. The calculation of capital adequacy enables
the Bank to assess the long-term financial viability. As the Bank has plans to establish a wide network of branches to
conduct business therefore, it is critical that the Bank is able to continuously monitor the exposure across the entire

organisation.

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

As at December 31, 2021, the Bank's net equity and Capital Adequacy Ratio stood at Rs756,610,073 (2020: Rs
552,724,928) and 26.07% (2020: 38.12%) respeciively as against the minimum requirement of Rs 500,000,000 and
15% prescribed by the SBP.

1=
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: Interest bearing Non-interest
Effective yleld | bearin
s Upto § months | OVEF S MO 0] OVer 1YEIVR 1oy ol Subtotel oy | T
oneyear | tofive years instrumenls
Rupees:
Financlal assets
Cash and balances with State Bank
of Pakistan and Nalional Bank of Pakistan - - . - - 259,926,324 269,926,324
Balances with olher banks
and microfinance banks 5.5%-9.8% 258,525,450 - - 258525450 0,239,159 267,764,609
Advances - net of provisions. 20%-49% 436340207 1,031,821,300 961,979, - 2,430,141,007 - 2430,141,007
Other assels - - . 3 - 86277239 B6,277,239
694,865,747 1,031,821,380 961,979,320 - 2688666457 355,442,722 3,044,109,178
Financlal liablilties i i
Deposits and other accounts 8.5%-145% 1375181089 802,748,983 3,000,000 - 2180930072 91,342,506 2,272,272,578
Borrowings Kibor +4% 100,000,000 - . . 100,000,000 - 100,000,000
Other liabililies 24924077 28,371,885 162,303,169 - 115,599,111 112,687,772 228,286,883
1,500,105,466 831,120,848 65,303,169 - 2796520183 204,030,278 2,600,559 461
2020
Interest bearing Nondnterest
Effective yleld/ PR, bearing Tolal
inierestrate | Upto& months YD o e fiveyears|  Subtotal |  financlal
; one year to five years Instruments
Rupees
Financlal assets
Cash and balances with State Bank
of Pakistan and National Bank of Paklistan - - - - 115,127,880 115,127,880
Balances with olher banks . :
and microfinance banks 55%-112% 430,172,227 - - 430,172227 556,271 430,728,498
Investments 1341%-13.42% 199,364,055 - - - 199,364,085 - 198,364,085
Advances - net of provisions 0% - 49% 172,307,068 297,197,266 485,049,035 - 955,643,369 . 955,643,369
Other assels - . . - - 51,995,873 51995873
802,933,350 297,197,266 485,049,035 1,585,179.651 167,680,024 1,752,859,675
Financial liabilities
Deposits and other accounis 8% - 17% 478984383 517,412,204 10,535,000 1,006,931,567 48,250,986 1,055,182,575
Borrowings Kibor + 4% ‘225.000.060 . . - 225,000,000 - 225,000,000
Other liabililes 12,380,728 11,425,055 52,002,377 - 75808160 71,822,193 147,720,353
716,385,111 528,837,258 62,627,377 - 1,307,829,747 120,073,181 1,427,902,928

Concentration of credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss. The Bank's credit risk is primarily attributable to its advances including markup and
balances with other banks. The credit risk on liquid fund is limited because the counterparties are banks with
reasonably high credit rating. The credit quality of bank balances can be assessed with reference to external credit

ratings as follows:

United Bank Limited
Habib Bank Limited
Samba Bank Limited
Allied Bank Limited
Bank of Punjab

s Ty

Rating Short Term Long Term
Agency Rating Rating
VIS A+ AAA
VIS A-1+ AAA
VIS A-1 AA
PACRA Al+ AAA
PACRA Al+ AAT
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The Bank has an effective loan disbursement and recovery monitoring system which allows it to evaluate borrower's
credit worthiness and identify potential problem loans, The Bank follows SBP provisioning policy therefore, the
provision held is considered to be adequate fo cover any anticipated loss that may arise due to the default of
customers. Moreover, the Bank has also created an additional general provision of Rs 10.47 million in respect of its
restructured / rescheduled loans under COVID-19 as mare fully explained in note 5.3 of these financial statements.

Liguidity risk
Liquidity risk represents the risk that the Bank will encounter difficulties in meeting obligations associated with

financial liabilities that are settled b-y delivering cash or other financial assets. At present the Bank is not exposed to
this risk as there is sufficient cash placed with various commercial banks at the year end.

Market risk
Market risk is the risk that the fair value or cash flows of a financial instrument will fluctuate due to changes in market
prices. Market risk reflects interest rate risk, currency risk and other price-risk. The Bank is nof exposed to equity

price risk as it does not hold any equity instruments. The exposure of the Bank to the other two risks and their
management are explained below:

Interest rate risk

Interest rate risk Is the: risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. The Bank's interest rate exposure-stems mainly from its investments in Treasury
Bills and balances with other banks. The Bank's interest rate exposure is low due to the short term nature of the
majority of business transactions.

A change of 10[:- has|s points in Interest rates at the year end would have increased or decreased the profit for the

year and shareholders equity by Rs 2.23 million (2020 Rs 3.01 million), This analysis assumes that all other
variables remain constant. This analysis is performed on the same basis as for 2020.

Currency risk

Currency risk: is the risk: that tha fair value ‘or fulura cash flows. of a financial instrument will fluctuate because of
changes in foreign exchange rates. ‘At December 31, 2021, the Bank is not exposed to currency risk.

Other price risk
The Bank is not currently exposed to other price risk.
Fair value of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer / settle a liability in an orderly
transaction between '_mafket-'_particlpanta_: at the measurement date.

Fair value estimation:

The Bank discloses the financial instruments measured in the balance sheet at fair value in accordance with the
followlng fair value hierarchy that reflects the significance of inputs in making the measurements. The fair value
hierarchy has the following levels:

Level 1: Quoted prices (unadjusteﬂ)' in active markets for identical assets or liabilities;

Leuel 2 Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either

'd(rectly (i.e., as prlces} orindirectly (i e, derived from prices); and

Level 3: Inputs for the asset or liabllity that are not based on observable market data (unobservable inputs).

As at year end, there are no financial instruments carried at fair value which require classification in the above
mentioned levels.

There were no transfers between level 1 and 2 during the year,

The carrying values of all fi nancial assels and financial liabilities reflected in the financial statements approximate

“their fair values as the itemsare. short term in nature.

A g
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RISK MANAGEMENT FRAMEWORK

Operational Risk Management

The Bank is closely monitoring the situation and has invoked required actions to ensure safety and security of Bank
staff and an uninterrupted service to the customers, The senior management of the Bank is continuously monitoring
the situation and is taking timely decisions to resolve any concerns, The Bank has significantly enhanced monitoring
for-all cyber security risk during these:times from its information'security protacols. The remote work capabilities were
enabled for critical staff and related risk and control measures were assessed to make sure they are fully protected
using virtual private network ("WVPN") connections. Further, the Bank has also ensured that its remote access systems
are sufficiently resilient to any unwanted cyber attacks:

Credit Risk Management

The Risk' Management function of the Bank is regularly conducting assessments of the credit portfolio to identify
borrowers most likely to get affected due to changes in the business and economic environment. The Bank has
further strengthened its credit review procedures in the light of COVID-19. The Bank is continuously reviewing the
portfolio, to‘identify accounts susceptible to higher risk, resulting from the COVID-19 outbreak. The Bank has created
an additional general provision of Rs 10,473 million in respect of its restructured / rescheduled loans under COVID-
19 as more fully explained in note 5.3 to these financial statements.

Liquidity Risk Management

The Asset and Liability Committee (ALCO) of the Bank is continuously monitoring the liquidity position and the Bank
is confident that the liquidity buffer currently maintained is sufficient to cater to any adverse movement in the cash
flow maturity profile.

SCHEDULE OF MATURITY DISTRIBUTION OF MARKET RATE ASSETS AND LIABILITIES

2021
Total Upto one month uq:; r:liﬂm"‘:ﬂ?htﬂ 0::::::::3:8 Over ong year
Rupees
Market rate assets 3
Advances - net of provisions 2,430,141,007 32,218,546 404,121,751 1,031.821,380 961,979,320
Other earning assets 258,525,450 258,525,450 - 5 i
Total market rate assets 2,688 668,457 290,743,996 404,121,751 1,031,821,380 961,979,320
QOther non-earning assets 662,571,292 269,165,483 - 108,946,327 304,459,482
Total assets 3,371,237,749 559,909,475 404,121,751 1,140,767,717 1,266,438,802
Market rate llabilities Ex :
Deposits 2"._272_{272..5?8' 1,117,918,695 348,604,800 802,748,983 3,000,000
Borrowings 100,000,000 - - - 100,000,000
Total market rate liabilities 2,372,272,578 1,117,918,695 348,604,900 802,748,983 103,000,000
Other non-interest bearing liabilities 241,640,429 130,001,970 20,963,425 28,371,865 62,303,169
Total liabilities _2,613,913,007  1,247,920,665 369,568,325 831,120,848 166,303,169
2020
Total Upto one month E:; r:;a;;::':: 0::{:1:;:‘;2;?' : Over one year
~~Rupees
Market rate assets
Advances - net of provisions 955,643,369 26,003,099 147,393,969 297,197,266 485,049,035
Other earning assets 620,536,282 430,172,227 199,364,055 - -
Total market rate assets 1,585,179,651 456,175,326 346,758,024 297,197,266 485,049,035
Other non-earning assets 393,659.355 115,684,151 - 67,625,786 215,349,418
Total assets 1,983,839,006 571,859,477 346,758,024 364,823,052 700.358,453
Market rate liabilities
Ei.;-._'pns its . 1,055,182,575 349,941,993 177,293,378 517,412,204 10,535,000
Borrowings oo - 225,000,000 5 150,000,000 75,000,000 .
Total market rate liabilities 1,260,182,575 349,941,993 327,293,378 592,412,204 10,535,000
Other non-interest be aﬂng .Iiébltftfes___1_50.213;834 -74,318,674 /12,380,728 11,425,055 52,092,377
Total liabilities 1,430,399.409 424 260,667 339,674,106 603,837,259 62,627,377

Ak e
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Corresponding figures have been rearranged and reclassified, wherever considered necessary, for the purposes of
comparison and to reflect the substance of the transactions. Following major reclassifications have been made

during the year:

Reclassification from

Reclassified to

For the year ended December 31,2020

Rent, rates and taxes
Utilities

Communications

Repairs and maintenance
Travelling and conveyance
Security charges

Legal and professional

ar GENERAL

Salaries and other allowances
Salaries and other allowances
Salaries and other allowances
Salaries and other allowances
Salaries and other allowances
Salaries and other allowances
Salaries and other allowances

Rupeas

7,510,458
1,287,441
78,339
319,025
1,842,662
582,223
40,000

374 As prescribed by BSD circular No, 11, dated December 30, 2003, except for the captions of the balance sheet and
profit and loss account, cash flow statement and statement of changes in equity, captions in respect of which there
are no amounts have not been reproduced in these financial statements.

372 Figﬁ'res-have been rounded off to the nearest rupee unless otherwise specified.

38  DATE OF AUTHORISATION

These financial statements were authorised for issue on __March 07, 2022 by the Board of Directors of the Bank.
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