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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, 2020.  
 
Economic Review 
 
The rapid spread of COVID-19 and sharp deterioration in global economic 
outlook created severe economic and financial shock for many countries around 
the world, leading to a sudden halt in economic activity aggravated by 
subsequent preventive measures of country-wide and localized lock downs, 
business restrictions and social distancing norms. Various restrictive measures 
have been re-instated as COVID-19 pandemic has continued to surge around the 
World. Although Global economic activity is recovering again by exploring new 
frontiers. In synchronization with the Global trend, Pakistan’s economy has 
witnessed a contraction by 0.4% in 2020 compared to a Gross Domestic Product 
(GDP) growth rate of 1.9% during 2019. 
 
Support from the International Monetary Fund (IMF) emergency financing under 
the Rapid Financing Instrument (USD 1.39bn) in April 2020 provided strong 
support to the authorities’ emergency policy response, preserving fiscal space for 
essential health spending, shoring up confidence and catalyzing additional donor 
support. Pakistan also received approval for its participation in the G-20's Debt 
Service Suspension Initiative (DSSI), which will materially lower FY21 debt 
repayments to bilateral creditors. 
 
State Bank of Pakistan (SBP) adopted timely measures, including lowering of the 
policy rate (625 bps since March 2020) and new refinancing facilities, to support 
liquidity, credit conditions and safeguarding of financial stability. Under the SBP 
relief package, loan repayments amounting to more than Pakistani Rupee (PKR) 
650bn have been deferred along with disbursement of PKR ~238bn in payroll 
support facilities for Corporate/ SME sector 
 
Current account has witnessed a surplus for five consecutive months of FY 2020- 
21 leading to a surplus of US$ 1,131 million during first Half of FY 2020-21 as 
compared to a deficit of US$ 2,032 during July-December FY 2019-20; 
registering a growth of 156%. Trade deficit has contracted by 8% and amounted 
to US$ 12,381 million during first half of FY 2020-21. Strong Workers’ 
Remittances have proved to be yet another key savior for the current account, 
which has amounted to US$ 14,203 million during first half of FY 2020-21 
registering a robust growth of 25% as compared to US$ 11,371 million during the 
corresponding period of last year. Consumer price index (CPI) under new base 
methodology has increased by 7.8% over 2020 as compared to 12.6% in 2019 .  

GV

CF
CF

https://secure.eu1.adobesign.com/verifier?tx=CBJCHBCAABAAsBt0MTE-IkNJI24s7AfklTyuQDeVz8UH
https://eu1.documents.adobe.com/verifier?tx=CBJCHBCAABAAsBt0MTE-IkNJI24s7AfklTyuQDeVz8UH


 2 

 
 
The decline is primarily driven by largely stable core inflation in line with subdued 
underlying demand in the economy. 
 
The sizable current account surplus and manageable economic outlook have 
supported a 5% appreciation in the US$ PKR parity since June 2020. Pakistan’s 
Fiscal Deficit for the quarter ended September 2020 amounted to Rs. 484,324 
million, i.e., -1.1% of GDP as compared to a deficit of Rs. 286,024 million -0.7% 
of GDP same period last year. In spite of higher debt repayments due this year, 
Foreign exchange reserves (FX) are anticipated to be sustained at the current 
position owing to expected receipt of third tranche of US$ 450 million from IMF 
upon successful review and Eurobond issuance in coming months along with G-
20 debt relief. 
 
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.  
 
 
Amidst the inert business environment, the portfolio decreased by 22% during 
the year and more than 80% of the portfolio applied for SBP relief program 
quality deteriorated with respect to previous year with PAR 30 standing at 8.3% 
at end of December, which translated into a cost of risk of 15.91% of the average 
portfolio over 2020. Consequently, write-offs also increased during the year to 
PKR 120.87 million.  
 
During 2020, disbursements of PKR 1,304.43 million were made to 7,278 
borrowers with the gross portfolio of PKR 1,074.44 million at December 31, 2020.  
The bank was able to grow its deposit portfolio in 2020 by PKR 101.463 million. 
The Bank closed the year with a deposit base of PKR 1,055.18 million.  
 
On account of the continuous support from the Group, during the year TA 
services worth of Euro 550k, were provided free of charge. This support was 
instrumental for the bank’s operations. 
 
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.  
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Financial Review 
 
The Bank posted a loss before taxes of PKR 256.36 million (2019: profit PKR 
0.43 million) during the year 2020 which was due to low business activities 
resulting from the corona virus pandemic. Management estimate that it is 
appropriate to maintain an additional general provision up to 15% on the portfolio 
that has applied for restructuring / rescheduling excluding gold loans and Non 
Grace period clients. In this regard APMBL has recognized an additional 
provision of PKR 70.49 million in the profit and loss account. 
 
Interest income during the year amounted to PKR 449.81 million of which PKR 
14.03 million (3.12% of interest earned) was earned on deposits with other 
banks, while earnings from the loan portfolio of PKR 418.67 million accounted for 
93.08% of total interest. The Bank also earned 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 2020 was PKR 552.72 million (2019: 
525.28 million). The loss per share for the year ended December 31, 2020 was 
(1.89) (2019 profit per share: 0.12). 
  
APMBL obtained PKR 300 million financing from Pakistan Microfinance 
Investment Company Limited (PMICL) in 2018 and started the repayment of the 
principal from the last quarter of 2019. In 2020 after the start of COVID crisis, due 
to uncertain situation APMBL rescheduled the remaining financing facility of PKR 
225 million from PMICL for the period of one year and the repayment of the 
principle will resume from April 2021. However, the payment of the interest 
during this period was furnished on time. 
 
The Bank has recognized additional PKR 6.46 million of deferred tax asset (DTA) 
taking the total to PKR 55.81 million. The DTA recognized pertains to 
unabsorbed tax depreciation and amortization as at December 31, 2020. 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, due to operational losses, the equity of the bank was close to 
the level of minimum amount of PKR 500 million on three occasions. In order to 
ensure compliance with MCR, three equity injections were done, detail of which 
is tabulated below:  
 

Number of share Price Amount Date 

5,000,000 10  50,000,000 March 30, 2020 

1,000,000 10 10,000,000 July 03, 2020 

22,500,000 10 225,000,000 September 28, 2020 

 
 
Subsequent to the year end, another right issue of 15,000,000 shares @ PKR 10 
was issued, aimed to restore the MCR against the operational losses. The said  
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equity injection is expected to cover the operational losses until the Bank breaks 
even. 
 
Future Outlook 
 
Due to the timely measures taken by the government to curtail the spread of the 
Coronavirus and to support the economy, 2021 is expected to witness a quick 
economic recovery in Pakistan. The main challenge that the government 
currently faces is to stimulate growth without significantly increasing the 
inflationary pressures in the economy. 
 
The target for 2021 is to accelerate GLP growth, by focusing on productivity in 
numbers, increase of the average loan size, further reduction of CROs turnover, 
and of course dedicated efforts to circumvent the increase in cost of risk 
expected while we exit the crisis period. Further APMBL will not undertake 
significant geographical expansion nor important diversification projects, but 
maintain its focus on serving urban entrepreneurs with adapted and efficient 
services. 
 
In terms of deposit mobilization, the focus of 2021 will be on savings account and 
term deposits mobilization from a different target market with a particular 
attention to foster deposit stability.  
 
The loan portfolio is expected to grow significantly in 2021 and cross the PKR 2.3 
billion mark by the end of the year. Driven by related increase in revenue from 
lending activities, APMBL is expected to achieve monthly financial break-even by 
October 4th quarter. 
 
 
Parent Company 
 
As of December 31, 2020 Advans SA, SICAR holds 99.999% shares of APMBL. 
 Advans SA is incorporated in Luxembourg with its operating headquarters in 
Paris. On February 17, 2020, entire shareholding of APMBL shares owned by 
FMO, 25% of the total shares of APMBL, were transferred to Advans SA and 
consequently APMBL became a wholly owned subsidiary of Advans SA, SICAR.  
  
Paid-up Capital 
  
The Bank’s paid-up capital as at December 31, 2020 was PKR 1,575 million. 
 
 
Board of Directors  
During the year 2020 the all the directors were reelected in the election of the 
board of directors held in the month of March. 
 
During the period, following were present on the board of APMBL: 
 

 Mr. Claude FALGON - Chairman 

 Mr. Steven  DUCHATELLE – Director 
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 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 
 

 
Three out of seven directors are female, improving the gender diversity 
compared to the previous years.  
 
The details of the Board Committees is tabulated below: 
 

Description 
Audit 

Committee 

HR & 
Compensation 

Committee 
Risk 

Committee 
Remuneration 

Committee 

Chairperson 
Ms. Aeyesha 
GULZAR 

Ms. Yusra A 
GILANI 

Ms. Isabelle 
MONTFORT  

Dr. Claude 
FALGON 

Member 
Mr. Emmanuel 
ARIS 

Mr. Steven 
DUCHATELLE 

Dr. Claude 
FALGON 

Mr. Emmanuel 
ARIS 

Member 
Ms. Isabelle 
MONTFORT 

Mr. Eelko 
BRONKHORST 

Ms. Yusra A 
GILANI 

Ms. Yusra A 
GILANI 

Member 
  

Mr. Emmanuel 
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 functions. 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. 
 
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:  
 

1. Board Activity  
2. Board Organization  
3. Board Meeting 
4. Board membership  
5. Management support  

 
The responses and feedback from the Directors on each of the abovementioned 
categories are compiled and consolidated with the Company Secretary. The  
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results are discussed in the Board Remuneration Committee and subsequently in 
the board meeting. These results are also presented in the Shareholders Annual 
General meeting. The Board of Directors, in its March 17, 2021 meeting, noted 
the results of the Board of Directors Annual evaluation for the year 2020 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 “Negative” outlook in 2020. 
 
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 
 
A.F. Ferguson Co. Chartered Accountant (a member firm of PWC) was 
appointed the auditors by the board for the current year. 
 
Pattern of Shareholding 
 
The Pattern of Shareholding of the Bank as at December 31, 2020 as required 
under Section 227 of the Companies Act 2017 is as Follow: 
 

No. of 
Shareholder(s) 

Shareholding 
from  

Shareholding to Total Shares Held 

2 1 100 2 

1 157,516,000 157,516,500 157,516,308  
 

Total 157,516,310  
 

 
Categories of the Shareholders 
 

Particular  Number  Shares held Percentage 

Director(s) 2 2 0.00% 

Corporate Entity 1 157,516,308 100% 

 
Acknowledgement 
 
We would like to take this opportunity to thank our valued clients, shareholders 
and other stakeholders for their patronage and confidence and our management 
and employees for their dedication and hard work. 
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We would also like to express our gratitude to the State Bank of Pakistan, the 
Securities and Exchange Commission of Pakistan for their continued guidance 
and support. 
 
 
Karachi: March 17, 2021     On behalf of the Board 

 
 
 

Guillaume VALENCE                 Claude FALGON  
Chief Executive Officer      Chairman of the Board 
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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 two channels 
on top of in-branch staff to complain 

 Each client complaint is acknowledged and taken seriously, with no discrimination 
 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 are given feedback on the resolution of their complaint 
 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 

 

New Initiatives taken to improve the Complaint Handling Mechanism:  
 

 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. 
 

Complaint Handling Performance – 2020 
 
In the year 2020, total of 21 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 2020 was 
08 working days, which was relatively higher due to covid-19 as compared to previous year. 
 

Channels for client complains and grievances lodging:   
 

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