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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, 2019.  
 
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. During 2019, 
disbursements of PKR 1,923.17 million were made to 11,466 borrowers with the 
gross portfolio of PKR 1,269.59 million at December 31, 2019. The bank was able 
to grow its deposit portfolio between 2018 and 2019 by PKR 401.41 million. The 
Bank closed the year with a deposit base of PKR 953.72 million. The Bank opened 
two new branches in Ghotki and Mirpur during the year.  
 
The year 2019 has been a challenging year in terms of staff turnover, which 
affected our ability to build the capacity of our field staff. Amidst a challenging 
macro-economic and business environment, the portfolio quality deteriorated 
with respect to previous year with PAR 30 standing at 5.12% at end of December, 
which translated into a cost of risk of 5.36% of the average portfolio over 2019. 
Consequently, write-offs also increased during the year to PKR 54.54 million.  
 
 
2019 was also a year of transition with a new CEO taking over from the one who 
had been steering the company since 2016. The new management is committed 
to maintain operational self-sufficiency and address challenges of staff turnover 
and capacity building.  
 
On account of the continuous support from the Group, during the year, all the 
liability payable to Advans International and Advans SA on account of Technical 
Assistance (TA) services availed for 2017 and 2018 was waived. Further TA 
services availed during 2019 were also provided free of charge. This support was 
instrumental for the bank in achieving a positive net financial result at the end 
of 2019.   
 
In 2019, the management has been working keenly towards resolving the HR 
issues. A set of measures and action plans were implemented to improve the 
turnover rate, which includes change of the remuneration structure, 
introduction of more performance-based variable remuneration, redesign of 
onboarding procedures and talent management policy and carefulplanning of 
staff trainings. These measures  have started to show positive results in terms of 

CF
CF

GV
GV

https://secure.eu1.echosign.com/verifier?tx=CBJCHBCAABAAtkH0o7MqBMhXpKa75sNsAHnQZkpR8znw
https://secure.eu1.echosign.com/verifier?tx=CBJCHBCAABAAtkH0o7MqBMhXpKa75sNsAHnQZkpR8znw


 2 

improved turnover rate particularly in the last quarter of 2019 and such trend is 
expected to be sustained and further accentuated in 2020 and beyond.  
 
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 0.43 million (2018: (113.46) million) 
during the year 2019 which was mainly due to increase in business activity & 
reversal of liability (PKR: 73.76million) in respect of technical service fee 
provided by Advans International. The administrative expenses PKR 474.39 
million (2018: 390.98 million) increased in 2019 particularly on expenses relating 
to the salaries and additional impact of IRFS 16 financial charges on lease asset 
& depreciation of right of use asset (representing 49%, 3% & 4% of 
administrative expenses respectively).  
  
Interest income during the year amounted to PKR 521.26 million of which PKR 
11.09 million (2.13% of interest earned) was earned on deposits with other 
banks, while earnings from the loan portfolio of PKR 500.12 million accounted 
for 95.94% of total interest. The Bank also earned PKR 10.05 million (1.93% of 
interest income) from investments. On account of profit incurred during the 
year, the net equity of the Bank at year end 2019 was PKR 525.28million (2018: 
510.33million). The earnings per share for the year ended December 31, 2019 
was 0.12 (2018: (0.89)). 
 
Financing line of PKR 300 million was approved from Pakistan Microfinance 
Investment Company Limited (PMIC) in 2018 and PKR 100 million was received 
in the same year. The remaining amount was received in 2019. The principal 
repayment of the loan will start in 2020 through four equal quarterly 
installments.  
 
The Bank has recognized additional PKR 23.9 million of deferred tax asset (DTA) 
taking the total to PKR 49.35 million. The DTA recognized pertains to 
unabsorbed tax depreciation and amortization as at December 31, 2019. 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 from January 2019 to May 2019 the equity of the bank was 
below the minimum amount of PKR 500 million. In order to restore compliance 
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with MCR, it was decided to convert its outstanding liability to Advans 
International that was subsequently transferred Advans S.A SICAR, amounting 
to EUR 453,874 into equity. In this regard relaxation for the compliance of MCR 
until the completion of the transaction from SBP was requested. 
 
While executing this transaction there were certain clarification regarding the 
valuation of the liabilities (as required under section 83 (1-b) of Companies Act 
2017) required from the Securities and Exchange Commission of Pakistan (SECP). 
Despite various efforts to obtain the clarification, no conclusive response from 
SECP was received which hindered this transaction. 
 
In order to resolve the MCR issue Advans SA, SICAR waived the outstanding 
liability of EUR 453,874 to APMBL in June 2019, which reduced the losses and 
increased the equity to MCR compliant level.  
 
Future Outlook 
 
2019 was a challenging year in terms of loan portfolio growth, CRO productivity 
and credit quality.  Taking stock of these challenges, and building on past 
experience, the Board gave a mandate to the management to continue 
restructuring  the Bank by going “back to the basics” of the core business both 
in terms of operational organization, methodology, control system and HR 
Management. Hence, no the bank 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 2020 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.  
 
The loan portfolio is expected grow significantly in 2020 and cross PKR two 
billion mark that 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 the end of the second quarter, and maintain profitability in 2020.  
 
 
Parent Company 
 
As of December 31, 2019 Advans SA, SICAR holds 74.99% shares of 
APMBL.  Advans SA is incorporated in Luxembourg with its operating 
headquarters in Paris. However, the entire shareholding of APMBL shares owned 
by FMO was transferred to Advans SA on February 17, 2020 and consequently 
APMBL became the wholly owned subsidiary of Advans SA, SICAR.  
  
Paid-up Capital 
  
The Bank’s paid up capital as at December 31, 2019 was PKR 1,290 million. 
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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. 
 
During the period following were present on the board of APMBL: 
 

 Mr. Claude FALGON - Chairman 
 Mr. Steven  DUCHATELLE - Director 
 Mr. Hugo MINDERHOUD – Independent Director (resigned during the 

year) 
 Mr. Eelko BRONKHORST – Director 
 Mr. Emmanuel ARIS – Director 
 Ms. Isabelle MONTFORT - Director 
 Mr. Masood Karim SHAIKH – Independent Director (resigned during the 

year) 
 Ms. Yusra Arshad GILANI - Independent Director 

 Mr. Zine El Abidine OTMANI – Chief Executive Officer (resigned during the 
year) 

 Mr. Guillaume VALENCE – Chief Executive Officer 
 

 
Credit Rating 
 
JCR-VIS Credit Rating Company Limited has reaffirmed rating of “BBB+” and “A-
3” to the Bank with “Stable” outlook in 2019. 
 
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, 2019 as required 
under Section 227 of the Companies Act 2017 is as Follow: 
 

No. of 
Shareholder(s) 

Shareholding 
from  

Shareholding to Total Shares Held 

1 1 100 1 
2 30,000,000 100,000,000 129,016,309 
Total 129,016,310 
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Categories of the Shareholders 
 

Particular  Number  Shares held Percentage 
Director(s) 1 1 0.01% 
Corporate 
Entities  

2 129,016,309 99.99% 
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Karachi: March 09, 2020     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 – 2019 
 
In the year 2019, total of 51 complaints were received (including feedback & inquires) where 50 were 
resolved and addressed. Advans has standard TATs in place and the average TAT for complaint resolution 
for 2019 was 05 working days, and compliant with the regulatory requirement.  
 

Client touch points are as follows:   
 

 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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