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Balance Sheet as at December Profit And Loss Account for the y mber 31, 2015
2015 2014 2015 2014 2015 2014
ASSETS Note Rupees Rupees Note Rupees Rupees Note Rupees Rupees
CASH FLOW FROM OPERATING ACTIVITIES
Cash and balances with SBP and NBP i 1,001,222,441 701,035,923 || | Mark-up/ returny interest earned 2 4406621934 3,129490,001
Balances with other Banks/ NBFIS/ MFBs 3 044,008,613 353,300,758 || | Mark-upy return/ interest expensed 2 1,219,286,901 Loss before changes in operating assets / liabilities 8 (1541167037 (1,075672,391)
Lending to finangial institutions 9 2,383,352,710 417,604,032 Net mark-up/ interest income 3,187,335,033 (Increase) / decrease in operating assets
Investments o 1.847.825,070 826,886,573 ;n;v:lz;n‘ sk no;';-;elk:;m\'ng loans and advances : : ; 275,014,569 15;,?2?, :gé gﬂ;ances 45{;:?;(;;,:; ::; (3532,:‘7‘?:; ;i
. ad debts wiitten off directly : 4,085475 151, ther assets 877 443,
:dvanfes r{nexd of provisions :; ‘7':;?;' ;j ‘1-;2 ;‘:?:’;Z Net mark-up/ interest income after provisions 2908234989 Increase / (decrease) in operating liabiliies
perating fixed assets 1979, 919, NON MARK-UP/ NON INTEREST INCOME Deposits 6:901,254,370 | | 1.549,553,520
Other assets 13 2616868449 || 1.871,176,573 Fee, commission and brokerage income. 23 Other liabilities. (20,113,458) 56,256,613
Deferred tax asset 14 107,557,987 83,670,995 Other income 24 51,
Total Assets 26,696,346,149  16,692,433,678 Total non mark-up/ non interest income: 845,830,965 694,696,876 Cash out flow from operations
3754065954 2,856,942,979 |
NON MARK-UP/ NON INTEREST EXPENSES Mark-up received on advances 3,827,648,841
LIABILITIES A eipances 25 78676007 [ 78583783 | | Interest received on investments and deposit accounts 18s07125|| 130870232
Other provisions 13 17,137,334 4,876,387 | | | Indirect cost received from USAID 1534,130 3,601,122
Deposits 15 15,583,727.129 | [ 8.682.472.759 || | Other assets witten off directly 13 85,771,400 -[| | mterest peid on borrowings and deposits (1039,091337) || (781.382.601)
Borrowings 16 5890397,392 | | 3,729.876872 || | Other charges 2 24,499,597 19,824,946 || | contributions to defined benefit plan (53,366,821) (37,302,605)
D abites i i icee Total non-mark-up/ non interest expense 2572084373 1,914,533,156 Income taxes paid (440,387,600) | | (132,388,233
Total Liabilities 22,744,856,062 _13,406,306,069 :ROFE;EFO"E LSRRI 1.181,981,581 942,409,823 2424843938 1.877,367378
it » Ssaiane] —3557a0z] | | Net cosh inflow/ (outflow)from operating activities 2035233368 (1,422.416.924)
NET ASSETS 3,951,490,087 _ 3,286,127.609 Prior year 27 21,690,313 (24,697,464) CASH FLOW FROM INVESTING ACTIVITIES.
Deferred 2 30,105,678 0 of available for - net (1,010,770,000) 197,258,400
REPRESENTED BY: SO T— ;;: ?152 22; 532;?? g;? Purchase of operating fixed assets (375,575350) | | (169,067,890)
h: 1l 1 1.7 1.7 e RS I I of fi 7, 1
Share capita s Fosp00000 1705000000 | | FROFTATERTENITOR e Tamass oo | | 5ot proceeds egainst disposal of aperating fxed assets 29,037,529 0,585,260
Statutory reserve 611 586,619,579 421,786,588 | | piofit available for appropriation 1.058,486,601 ~ 1,442,064,067 | | Net cash (outflow) inflow from investing actiities (1,357,307,821) 38,775,770
Capital reserve 6.12 24,255,224 24255224 | | approPRIATIONS:
Unappropriated profit 1618313938 1,134321,734 | | Transter to: CASH FLOW FROM FINANCING ACTIVITIES !
Surplus on revaluation of investments 213,840 97,602 | | Statutory reserve 611 Srentfrom Enchilemigiosavingsiproject B
TT3934,402,581  3,085461,348 Microfinance Social Development Fund 6.13 Borrowings / (repayments) during the year - net __2160520,520 983,770,520
T - S g Depositors' Protection Fund 6.13 Net cash inflow from financing actiities 2,178717.504 983,770,520
||| skhitigation Rund 63 B alit: N / h h equival 2,856,643,051  (399,870,634)
Total Capital 3951490,087  3.286,127.600 S Tl letincrease / (decrease) in cash and cash equivalents 856,643, 870,
UNAPPROPRIATED PROFIT 1628820708 __1,160.780,269 | | Cesh and cash equivalents at beginning of the year 1471940713 1.871.811.347
MEMORANDUM / OFF BALANCE SHEETITEMS 20 8 EARNINGS PER SHARE - BASIC AND DILUTED 33 387 330 Cash and cash equivalents at end of the year 29 4,328,583,764 _ 1,471,940,713
The annexed notes from 1 to 44 form an integral part of these financial statements. The annexed notes from 1 to 44 form an integral part of these financial statements. The annexed notes from 1 to 44 form an integral part of these finanial statements,
D bl = N || = S|l na = _N
PRESIDENT CHAIRMAN DIRECTOR DIRECTOR PRESIDENT CHAIRMAN DIRECTOR DIRECTOR PRESIDENT CHAIRMAN DIRECTOR DIRECTOR

Statement of Comprehensive Income as at December 31, 2015

Profit for the year
Other comprehensive income - net of tax
items that will not be reclassified subsequently to profit and loss:
Remeasurement loss on post employment benefit obligation
Tex credit elating to remeasurement loss on post employment benefit obligation

Gther comprehensive income transferred to equity

Items that may be subsequently reclassified to profit and loss
Available for sale finandial assets

Surplus/ (deficit) on revaluation of available for sale investments
Transfer to profit and loss on disposal of available for sale investments
Deferred tax (liability) / asset on surplus for available for sale investment

Other items that may be subsequently reclassified to profit and loss
Total comprehensive income for the year

Surplus/(defici

The annexed notes from 1 10 44 form an integral part of these financial statements.

on revaluation of available for sale investments is charged through statement of comprehensive income in accordance with the R -11(c)
Surplus/(deficit)” of the Prudential Regulations (PR) for Microfinance Banks dated June 10, 2014 issued by the State Bank of Pakistan,

AUDITORS' REPORT TO THE MEMBERS

We have audited the annexed balance sheet of Khushhali Bank Limited (the Bank) as at December 31, 2015 and the related profit
and loss account, statement of comprehensive income, cash flow statement and statement of changes in equity together with the

d all the

to the best of our knowledge and belief, were necessary for the purposes of our audit.

824,164,957 703,211,747
notes forming part thereof, for the year then ended and we state that we have ob
(15,451,132) (39,191,366)
141 4,944,362 12,732,831 Itisthe f the Bank’s
(10,506,770) (26,458,535)
Ordinance, 2001 and the Companies Ordinance, 1984. Our
audit
14

(3,137,206)
(29,595,741)

116,038
(10,390,732)

“Treatment of

(@

= U
() inour opinion
PRESIDENT CHAIRMAN DIRECTOR DIRECTOR
() the balance sheet, profit and loss account and statement of comprenensive income together with the notes thereon
Statement of Changes In Equity have been drawn up in conformity with the requirements of the Microfinance Institutions Ordinance, 2001 and the
Surpluson  Ynappropriated Companies Ordinance, 1984, and are in agreement with the books of account and are further in accordance with
Share capital  Statutory reserve Capital reserve revaluation Total
of investments profit accounting policies consistently applied;
Ru (i) the expenditure incurred during the year was for the purpose of the Bank's business; and
Balance a5 at January 01, 2014 1,705,000,000 281,144,239 24,255,224 3,235,008 738853200 2,752487,691
Total comprehensive income for the year (i the business conducted, investments made and the expenditure incurred during the year were in accordance with the
Profit for the year = - - - 703,211,747 703,211,747 objects of the Bank.
Other comprehensive income - - - (3137.206) (26,458,535) (29.595.741)
- - (3,137,206) 676,753,212 673,616,006 (©  inour opinion and to the best of our information and accerding to the explanations given to us, the balance sheet, profit
Transfer to:
anento and loss account, statement of comprehensive income, cash flow statement and statement of changes in equity together
Statutory reserve 140,642,349 (140,642,349) -
Microfinance Social DevelopmentFund (70321,175) 20321,175) with the notes forming part thereof conform with approved accounting standards as applicable in Pakistan, and, give the
Risk Mitigation Fund (35,160,587) (35,160,587) information required by the Microfinance Institutions Ordinance, 2001 and the Companies Ordinance, 1984, in the manner
Depositors’ Protection Fund - - - (35,160,587) (35,160,587) .
d tivel true and f f the state of the Bank's aff t D 31, 2015 and of th
Balance as at December 31,2014 1,705,000,000 421,786,588 24,255,224 97,802 1,134,321,734 3,285,461,348 Sirguired and respecively giveiainueraiid Talrviswiol the statel of the:pank’s atfalrs st at Dicember 3. Sl R
O profit, its comprehensive income, its cash flows and changes in equity for the year then ended and
Profit for th R B ] E 824,164,957 824,164,957
oﬁ‘; Z;m:rey::r:swe income | | ‘ | ‘ | ‘ ,,Eva (,0506770)" (10.390,732J (@ inour opinion, Zakat deductible at source under the Zakat and Ushr Ordinance 1980 (XVIll of 1980), was deducted by the
= = = 116,038 813,658,187 813,774,225 Bank and deposited in the Central Zakat Fund established under Section 7 of that Ordinance.
Transfer to:
Statutory reserve 164,832,991 - - (164:832,991)
Microfinance Social Development Fund (82,416,496) (82,416,496)
Risk Mitigation Fund - - - - (41,208.248) (41,208,248)
Depositors' Protection Fund - - - - (41,208.248) (41.208,248)
Balance s at December 31, 2015 1,705,000,000 586,619,579 24,255,224 213840 1618313038 _ 3,934,402,581
The annexed notes from 1 t0 44 form an integral part of these financial statements.
RN = )L - ISLAMABAD CHARTERED ACCOUNTANTS
TPRESIDENT CHARMAN DIRECTOR TDRECTOR DATE: February 25, 2016 Engagement Partner: Abdul Qadeejgy

to establish and maintain a system of internal control, and

above said statements in conformity with the approved accounting standards and the requirements of the Microfinance Institutions

and \

prepare and present the

tements based on our

is o express an opinion on these

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

opinion and, after due verification, we state that

in our opinion, proper books of accounts have been kept by the Bank as required by the Companies Ordinance, 1984 and

the Microfinance Institutions Ordinance, 2001;

Notes to the

STATUS AND NATURE OF BUSINESS

B) c: the Khushhali Bank Ordinance, 2000 as
a corporate body w\lh hmued liability on August 4, 2000. It commenced its business with the issuance of
license by the State Bank Dl Pakistan (SBP) on August 11, 2000. KB was established lc mobilize funds for
providing icularly p for mitigating poverty
and promoting social welfare and economic justice through community building and social mobilization
with the ultimate objective of poverty alleviation.
In pursuance of the requirements of improving Access of Financing Service Program (AFSP) Agreement
signed in 2008 between the Government of Pakistan (GOP) and Asian Development Bank, all microfinance
institutions in Pekistan indluding KB were required to operate under Microfinance Institutions Ordinance,

Consequently, with the approval of SB. the Khushhali Bank Limited (the Bank) was incorporated as a
public company with Securities and Exchange Commission of Pakistan (SECP) and Certificate of
Incorporation was issued under the Companies Ordinance, 1984 on February 28, 2008,

On March 18, 2008, SBP sanctioned a scheme for transfer of assets, liablities and undertaking of KB into
the Bank with effect from April 1, 2008, a microfinance institution licensed under the Microfinance
Institution Ordinance, 2001

ECP and the SBP:

but not relevant to the

Companies Ordinance, 1984, provisions of and dir
differ, the provisions or the

directives of the Companies Ordinance, 1984, Microfinance Institutions
Ordinance, 2001 or the requirements of the directives issued by SECP and the SBP shall prevail,

52 are effective i y

duing the year:

e Bank

The Bank has adopted the amendments to the following accounting standards which became effective

The S8, vide BSD Circular letter No. 10, dated August 26, 2002 has defered the appiicabilty of
International Accounting Standard 39, Financial Instruments: Recognition and Measurement and
I catorsl i o) oy e P for banking companies til further
‘urther, according to the notification of the SECP issued vide SRO 411(1)/2008 dated April 28,
zous RS 7 mnanc-al Vi hfo e s ol o e st e ks by e
i d in the i
However, investments have been <lassmed and valued in accordance with the requirements of various
circulars issued by the SBP
4. BASIS OF MEASUREMENT

Accounting convention

These financial statements have been prepared under the historical cost convention as modfied for
obiigations under employee retirement benefits, which are measured at present value and investments
available for sale, which are measured at mark-to-market basis.

The preparation of financial statements in conformity with approved accounting standards, as applicable
in Pakistan, requires the use of certain accounting estimates and judgments in application of accounting
policies. The area involving a high degree of judgment or complexity, or areas where assumptions and

b AL R o o e LN o A tothe Bank at estimates ae significanttothe inandal statements, are icosed i nofe 6 34,
their respective values on the audited accounts of as of Mardl 5 NEW ONS AND TO PUBLISHED APPROVED
On une 4, 2012, Limited ASN-NOVE i ®
fiple Jump BV), Credit Suisse fi Compar Global - A e i
R N it anamon Commuh) nd 51 Standards or interpretations that are effective in the current year but not relevant to the Bank

ShoreCap Il Limited (Equator Capital Partners LLC) acquired 67.4% equity stake in KBL from a selling
consartium comprising of eleven shareholders. In view of the changes in the shareholding, a new
license jed on November 19, 2012 by SBP to the Bank
lace of t Sth Floor, Ufone Tower, Blue Area,
Islamabad. The Bank had 128 branches and 1 permanent booth in operation as at December 31, 2015
(December 31, 2014: 118 branches) and islicensed o operate nationwide.
2. BASIS OF PRESENTATION

e ic in accordance with the s of format prescribed
by the SBP Banking Supenvision Department (BSD) Circular number 11 dated Decembiy 31, 2003
Additional disclosures have been presented in d

by Consultative Group to Assist the Poor (CGAP) July 2003.

3. STATEMENT OF COMPLIANCE
These financial statements have been prepared in accordance with the approved accounting standards as
applicable in Pakistan, requirements of the Companies Ordinance, 1984 and Microfinance Institutions
Ordinance, 2001. Approved accounting standards comprise of such International Financial Reporting
Standardis (IFRS) issued by International Accounting Standard Board (1ASB) as are notified under the

The following new standards and interpretations have been issued by the Interational Accounting
Standards Board (ASB) which have been adopted locally by the Securities and Exchange Commission of
Pakistan vide SRO 633(1)2014 dated July 10, 2014 with effect from following dates. The Bank has adopted
these accounting standards and interpretations which do not have significant impact on the Bank's
financial tatements other than certain disclosure requirement about air value of financialinstruments as
perIFRS 13 *Fair Value Measurement

Effective date (annual periods
beginning on or after)

IFRS 10 Consolidated Financial Statements January 1, 2015

IFRS 11 Joint Arrangements January 1, 2015

IFRS 12 Disclosure of Interests in Other Entities January 1, 2015

IFRS 13 Fair Value Measurement January 1, 2015

IAS27  Separate Financial Statements (Revised 2011) January 1,2015

1AS28  Investrent tes and Joint Ventures (Revised 2011)  January 1, 2015

Effective date (annual periods
beginning on or after)
1519 Employee Benefits - Amended to clarify the requirements that July 1, 2014
relate to how contributions from employees or third parties that
are linked to service should be attributed to periods of service

The Annual Improvements 1o IFRSs that are effective for annual periods beginning on o after January 01,

2015 are as follows:

Annual Improvements to IFRSs (2010 - 2012) Cycle:

IFRS 2 Share-based payments

IFRS 3 Business Combinations
IFRS8  Operating Segments

IFRS 13 Fair Value Measurement

1S 16 Property Plant and Equipment
14524 Related Party Disclosures

1AS 38 Intangible Assets

Annual Improvements to IFRSs (2011 - 2013) Cycle:

IFRS 3 Business Combinations
IFRS 13 Fair Value Measurement.
145 40

Amendments not yet effective

Investment Property

The following amendments and interpretations with respect to the approved accounting standards as
applicable in Pakistan would be effective from the dates mentioned below against the respective standard
Effective date (annual periods
beginning on orafter)

o interpretation:

IFRS 10 Consolidated Financial Statements - Amendments regarding

Janwary

the sall or contribution of assets between an investor and its
associate or joint venture and application of the consolidation

exception
IFRS 11

Joint Arrangements - Amendments regarding the accounting

January

for acquisitions of an interest n  joint operation

01,2016

01,2016
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Assets that have an indefinite usefulife ~for example, Goodwill or intangible assets not ready o use - are

Short Term: ‘A-1' (A-One) g & @
Medium to Long Term: A+ (Single A Pus) khushhalibanklimited
Outlook: ‘Stable’ December 31, 2015
Effective date (annual periods rm', subject to amortization and are tested annually for impainment. Assets that are subject to amortization 623 Foreign currency translation
beginringonor after) v reviyed or impaiment e s o <hanges n ciaumstancs indale T the cming &) Functional and presentation currency
i st ‘may not be recoverable. An impaitment loss is recognized for the amount by which the asset’ )
RS2 DRCDRUE BY e b Othe/ Entis S/ mendients eganati Aanuary 012018 corying amount excecds s recoreable amoun. Therecoverble amount s he ighe of an assts o tems includied in the financial statements of the Bank are measured using the currency of the
the application of the consolidation exception value less costs to sell and value in use. For t f d at the primary economic environment in which the Bank operates (the functional currency) which is Pak
1AS1  Presentation of Financial Statements - Amendments resulting January 01, 2016 lowest levels for which there are separa!ely idenifiable cash flows (cash-generating units). Non-financial Rupees. I Ry hich
from the disclosue initiative assets other than goodwillthat suffered impaimment are reviewed for possible reversal of the impairment currency.
at each reporting date. i
1AS16 Property, Plant and Equipment - Amendments regarding the January 01, 2016 EReteg b Trangactionsant balaney
darfication of acceptable methods of depreciation and 67 Deposits Foreign currency transactions are translated into the functional curiency using the exchange rates.
i it -t it E iling at the dates of the transactions or valuation where items are re-measured. Foreign
moetisatian sndcamenorents iAo beser slss oot Deposits are nitially recorded at the amount of proceeds received. Mark-up accrued on deposis, f any i prevaing at ; -
Fiisae 2 E recognised separately as part of other liabilies, and s charged 1o the profit and loss account over the exchange gains and losses resutting from the settlement of such transactions and from the:
scope: e translation at year-end exchange rates of monetary assets and liabilties denominated in foreign
1AS27 Separate Financial Statements (as amended in 2011) January 01,2016 68 Taxation currencies are recognized in the profit and loss account.
3 i ) ) Foreign exchange gains and losses that relate 1o borrowings and cash and cash equivalents are
Amendments/isinstaing: e squity method sianeccounting The tax expense for the period comprises current and deferred tax. Tox is recognized in the income e oo ue g &
option for investments in in subsidiaries, joint ventures and statement, except 10 the extent that i elates to items recognized i other comprehensive income or P L nen
associates in an entity's separate financial statements directly i equity. In this case, the tax directlin equity, Changes in the fair value of monetary securites denominated in foreign currency classified s
) respectively. available for sale sre analzed between wranston diference resling from changes in the
1A5 28 Investments in Associates and Joint Ventures - Amendments January 01, 2016 . amortized costof changes in the Fihe securiy. Tansiation
regarding the sale or contribution of assets between an investor et diferences re\aud 0 changes in amoriized costare le(ogmzed in nmm o loss.
and its associate or joint venture and the application of the The curtent income tax charge is calculated on the basis of the tax laws enacted or substantively enacted ¢ o0 o
consohdauon exception at the balance sheet date. Management periodically evaluates positions taken in tax returns with respect ~ °°
- 1o situations in which applicable tax regulation is subject to interpretation, It establishes provisions where Provisions are recognized when the Bank hes a legal or constructive obligation as a result of past
USES bR ASEE = ArendiEn et daniction ol Jendenint, 2018 appropriate on the basis of amounts expected to be paid to the tax authorities. ‘events, itis probable that an outflow of resources embodying economic benefits will be required to
acceptable methods of depreciation and amortisation ifaned settle the obl fiable st de.
IAS41  Agriculture - Amencments bringing bearer plants into the scope  January 01, 2016 Deferred income tax is recognized, using the liability method, on temporary differences arising between Pﬁﬁsiﬂ"s are measured at the s'%e""l value of the: Eﬁendﬂwes Wed?dhw be req\‘med'\o settle \h;
of IAS 16 the tax bases of assets s i o el g amouets n the financal statements. Deferred a ‘9'“‘0“ “5"‘93 PIa-rea f1at 1 E“““"“"‘;Y:;{Z{/;féﬁ““e"“" e five iokie of inoaey an
‘ o . income ave by Lo 4
The Annual Igrovanants 1o e that are effective for annual periods beginning on or after January 01, % apply when N e nirestopense.
2016 are as follows: deferred income tax liability is settled. 625  Exceptionalitems
Annual Improvements to IFRSs (2012 ~2014) Cydle: Deferred income tax assets are recognized only to the extent that it i probable that future taxable profi Exceptional items are disclosed separately in the financial statements wheve it s necessary to do 50 10
IFRS'5  Non-current Assets Held for Sale and Discontinued Operations will be available against which the temporary differences can be utiized. provide further understanding of the financial performance of the Bank. They are material tems of
FRET  Firancil Instruments: Disclosures T v T—— oftsst cienit income or expense that have been shown separately cue to the signlﬁcance of their nature or amount.
PSTS TERGEE Bl st gt et Y lbies W Hie s o oo o st th Helaness ot b 626 Related party transactions
14534 interim Financia Reporting Prior years Transactions involving related parties arising in the normal course of business are conducted at arm's
The taxation charge for prior s adjustments to the tax charge relating o prior years, arising length at i third party
54 Standards or interpretations not yet effective. f d changes in esti g the current year, except dmissiol
The following new standards and interpretations have been issued by the Intemational Accounting 6.9 Employee benefits 627 Earnings per share
Standards Board (IASB), which have not been adopted locally by the Securities and Exchange Commission S o T S B T R T s SRRy The Bank presents esrnings per share (EPS) data for s ordinary shares, Basic EPS is calculated by
of Pakistan: employees of the Bank. diiding the profit or loss attributable to ordinary shareholders of the Bank by weighted average
IFRS 1 First Time Adoption of International Financial Reporting Standards ) . number of ordinary shares outstanding during the period.
i st The Bank operates an approved funded gratuity scheme for ail eligible employees completing the i
inandil Insirument minimum qualifying period of one year of service. In accordance with the gratuity scheme eligible salary ~ 628 Segment reporting
IFRS 14 Regulatory Deferral Accounts constitute the basic salary for the service uptil July 26, 2004 and gross salary for sevice thereafter which is Asegment is a distinguishable component of the Bank that o engaged either in wommng particular
RS e e SRt Wil Castoniss paid to the employee on the basis of period i service. The defined benefit obligation i calculated annually products or senices (ausiness segment), of in providing product or se 2 particuler
using the projected unit credit method. The present value of defined cbligation is determined by economic environment (geographical segment), and is sumea 10 risk and rewards max are different
The effects of IFRS 15 - Revenues from Contracts with Customers and IFRS 9 - Financial Instruments are still discounting the estimated market yield on Government bonds and have terms to maturity 2pproximating from those of other segments. The Bank has only one reportable segment.
being assessed, as these new standards may have a significant effect on the Banks future financial 0the terms of the relaed lailty. T Bark has a polcyof carying out actuaral valuations annually With ¢ 55 oeher payables
statements. the assistance of independent actuarial appraisers. The latest actuarial valuation was carried out on i
The Bank expects that the adoption of the other h sl it December 31,2015, Liabilties for other amounts payable are carried at cost which is the fai value of the consideration to
have any material impact and affect the Eank' period of iniial The remeasurement gains and losses are recagnized immediately in other comprehensive income (OCI). bl Sedor e god i St pectiedtherar it e b e e,
application. Further, past senvice cosls are recognized in profit and loss account in the year in which t 630 Dividend and apportioning to reserves
6 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 6.10 Mark-up bearing borrowings Dividend and i feserves ar the financi the period in which
Th | appliedin ion of these financi set out below. Mark-up bearing borrowings are recognized inftilly at cost being the fair value of consideration received, bie it """"““”“"g RS B D B OOt e b RO
polic 0 all the year ted, e stat less atti i Subsequent toiniti tion mark i stated =) e
€1 Cash and cash cquivalents atorigina cost less subsequent repayments. 631 Other receivables
Cash and cash equivalents are short term, highly liquid investments that are readily convertible to known ~ 6-11 Statutory reserve T‘(Wese zveb v‘ecogmzhed f!dca‘:sttw:lch is the fair :;I:e u{ hlhe cor\suiet:uo: gl\t;:\.(!\n ,assessm‘em |s‘made
amount of cash and subject to an insignificant risk of changes in value. iance wi Regulation 4 (20 ion 4), the Bank s required to maintain abeachlitandy sheeb b lo delentiing i lherthere/ian clcaith that'a filanddbeset; ova
el b B i e group of financial assets, may be impaired. f such an indication exists, the estimated recoverable:
62  Sale and repurchase agreements i rmwe mn d el e vk e ookl G s k. H = "mgm‘[ e Ecnt(‘mm“ ‘s"e:u e amount of that asset is determined and an impairment loss s recognized for the difference between
Securities sold under repurchase agreement (1epo) are retained in the financial statements as investments S e e e the recoverable amount and the carrying value.
and o liabilty for consideration receive is inclucie in bortowings. Conversely, consideration for secuities - 632 Contingencies
purchased under resale agreement (reverse repo) is included in lending to financial institutions. The ~ 6-12 Capital reserve T ble obligati s Rt Bl
difetence between sale and repurchese / putchase and resdle price s eated respectively 3 et Pursuant 1o the Scheme of conversion, as explained in note 1 to the financial statements, the contngent labiity. & cscasec. wiien e Bans: has 2 passitle obligation 2= 2 resul. ol past events,
e N a1 ket SRl e ststncs of which wvH to confitmed only by the occurrence or non-occurrence of one or more:
,mam, il Yopes . ot wholl within the control of the Bank or the Bank has a present legal or
6.13 Contributions i omngamn et arses from past events, but it is not probable that an outflow of resources:
53 iveatngne In pursuance of the requirement of Microfinance Sector Development Program (Schedule-6: loan n y . or the amount of
All purchases and sale of Setlement date 5 1806-Pak, Fund Rules and “Report and Recommendation of the President to the Board of Asi ot be measured with suffiint relabilty
the date on which investments are delivered o or by the Bank. All Bank" and 55 confimod by ha SOP vide & et doted Febwuary 17, 2015, the Bark 633 Fair value messurement
right to receive economic benefits from the investments has expired or has been transferred and the Bk bt te of 20% of its annual profit after tax to the following three funds:
g wnclorat Subclntak al 4 PSS A0 TERBICS o1 SARAIHID. s st Aot Anrker :'1 e ;:d liabiltes inclucied n the financial statements require measurement at, ancor
Investments are classified as follows: Mitigation Fund 5% of the profit after tax etk . [
a) Held for trading investments. Wirofinande Socl DEEkipRETtENRd M0roflie pronk afer e observable inputs and data as far as possible. Inputs used in determining fair value measurements are
These ] securilies acquwed with the intention o trade by taking advantage of short-term 614 Cash reserve requirement categorised into different levels based on how obsenvable the inputs used i the valuation technique:
market/ movements. These are measured at mark-to-market and surplus/ (deficit) arising In compliance with the Regulations, the Bank maintains a cash reserve equivalent to not less than 5% of utilised are (the ‘fair value hierarchy’):
oo et o o (radmg investments i taken to profit and loss account, itstime and demand libililesin a current account opened with the State Bank of Pakistan. Level 1:Q markets for identical
b) Available for sale investments 6.15 Statutory liquidity requirement Level 2; Observable direct or indirect inputs other then Level 1 inputs
Investments which may be y‘zld Infespors o eer for \‘wqufmy‘or (h:ngm‘in interest rates, exchmg“e The Bank maintains liuidity equivalent to at least 10% of s time and demand deposits in the form of Level 3: Unobsenvable inputs (i. not derived from market data).
ates Urf,?ulw P o clasiied & avalae hor <o Vau'ab‘e o e e ey liquic assets .. cash; goled and unencumbere! approved sec.riies. The dasifcaton o n tem into !he abc\te levels is based on the owestleve of the einpus used that
N 6.16 Grants
. o . .
D e oo Grants of non-capital nature are recognized as deferred income at the time of their receipt. Subsequently e recogrisd nth perid hey occr.
SN Dok ol The S (o0 b o e Bt o ok vt it o o “::Usg;’ e recognized n he income and expenditure acount oo xer:se :x}:l:;c of i ;?\ureil\ Ieﬁelr’\’:mz “The financial assets and hnanmmmﬁ of meﬁank that either requre fair value measurements or
account, when actually realized upon disposal, % v only ar
A 200 €xpenchute account and lected 2 eceabe from donors CONL ARG SIS S UGS
f";’,:f‘jj:::‘,:“(“h‘e” e ek s ;:'“(L:‘gf;‘"'::;'z”"ef: Grants that compensate the Bank for the cost of an asset are recognized in the profit and loss account as
appicebe. for investments with ied moturity, eny gain o oss preiously recognised in *surlus other operating income on a systematic basis over the useful Ife of the asset. of certain accounting estimates and assumptions. Estimates and judgments are conllnua!ly
memucn assets" is amortized The grant related to an asset s recognised in the balance sheet initiall as deferred income when there is Sk e el o Percl G et and other factors, icing epeators of futwe
sing andif does nothavea the gain or loss ol thatit d that ply with tiached to events that are believed to be reasonable under The
assets" is recognized in profi it estimates are significant to the Bank's financial statements or S ;udgmenl is exercised in
the investment i sold or isposed of. 617  Revenuerecognition application of accounting polices are as follows:
O Held to maturity investments Mark-up/ v basis, except for income ;qa,.y, @) Operating fixed assets
Ivestments with fxed maturiy where management has both the intent and the af which warrants suspension in mmghance w.m the Regulations. Mark-up The Bank reviews useful life and residual value of operating fixed assets on a regular basis. A
ubsequent 1o inital recognition at cost, ibt basis in accordance with the mammmen(s el the change in estimates may affect the carrying amounts of the respeciive items of operating fixed
are amortized cost, less provision for impairment in value, if any. Ammmzed cost is Hegulanons loan processing fee is recognued as income on the approval of loan application of assets with a corresponding effect on the depreciation charge.
calculated taking into account effectve interestrate method. Profi on held o maturity investments is borrowers, i proctsion Eor Hpcbin aseks
recognized on a time proportion basis taking into account the effective yield on the investments. Markupt p i o i - - . o
R ition of hel ized through profit and \Where debt secutos e purchased at remiua o Gseount, hose premius discos are amorized The Bark (stugrizes 1 el Wtes fiv Pl ton semsents Wsng spiates sk o Gt
DRGSR onacuen ol ek imai Incmentrare e thioug e lany B o e opinion obtained from taxfegal advisors. Differences, if any, between the income tax provision and
loss account over the remaining period, using the effective interest rate method. h the pr 9P % the final tax iabiltyis recorded when such liability is determined. Deferred income tax is cakulated
64 Advances income from interbank deposits in saving accounts is recognized in the profit and loss account as it a the rates that are expected 10 apply (0 the period when the differences reverse, based on tax
i e, P — accrues using the effective interest method. rates that have been enacted or substanively enacted by the balance sheet date.
or more are dlassified ing and diided into following categories: Gains and losses on sale of investments and 1 ised in profit and | t ) Staff retirement benefits
a) Other Assets Especially Mentioned (OAEM) currently. Actuarial valuation of gratuity contributions requires use of certain assumptions related to future
PN — Dividend income s recognized when the right to receive the-dividend is esta periods indluding increase in remuneration, expected long:tem return on plan assets and the
Fes; brokerage:and comeriseion income s recogrized onvaccrual basis discount rate used to convert future cash flows to current values. Actuarial gains and losses arising
b) Substandard i & from changes in actuarial assumptions are taken in the other comprehensive income immediately.
Advances and mark-up in arrears for 60 days or more but s than 901 days. g rrowing co: N — d) Classification of investments
recorded at d.
©) Doubtful y ) . . The classification of investments between different categories depends upon the management's
Advances and mark-up in arrears for 90 days or more but ess than 180 days. The cost of the period in which intentions to hold those investments. Any change in the classification of investments m:
01 itis incur ’ed their carrying amounts with a corresponding effect on the return and unrealized surplus/(deficit) on
% 619 Leases these investments.
Adencesandmaricop pamai=for 180 dasr mote: Kesesin i St porion ofthe sk and e of onnastip re etaned by e s ©) Provision against advances
In adtion, the Bank maintains a Watch List of all accounts definquent by 5 - 29 days. However, such are dassified cived The Bank maintsins 3 provision against acvances a5 per the requitements of the Reguiations and
accountsae no reated a5 nom-perfoming for the purpose of dssification proviionig. from the lessor) are charged to the income statement on a straight-line basis over the pellod o the assesses the adequacy of provision against delinquent portfolio. Any change in the iiteriaate for
In accordance with the Pludermal Regul the Regul Barks s by S the e, provision may affect the earrying amount of the: achances with a coresponding effect on the
n for potentia | f cash and The Bank leases certain property and equipment, Leases of property and equiprent where the Bank markupinterest earned and provision charge.
goaa enatras telzable withewttecouse toa Courof Law A( the lmlowmg ates: has substantially all the risks and rewards of ownership are classified as finance leases, Finance leases 9 e
A fos are capitalized at the lease’s commencement at the lower of the fair value of the leased property and s . .
the present valu of the minimum lesse payments. The management exercises judgment in measuring and recognizing provisians and exposures to
Substandard 25% contingent liabilities related to pending litigations or other outstanding dlaims. Judgment is
boubtful 0% Each lease payment is allocated between the liability and finance charges. The corresponding rental ry in assessing the likelihood that a pending claim will succeed, or a liability will arise, and to
obligations, net of finance charges, are included in other long-term payables. The interest lement of uantiy he possble range of the financa setement, Because of inherent unceraity in this
Loss 100% the finance costis charged 10 the income statement over the lease period 50 as to produce a constant iy el from theorginally
n addi imum 1% - e under the Requiti et ’ periodic rate of interest on the remaining balance of the libilty for each period. The property and
adeltion, il 96: oénefa) sioveion fequifed Under therReguigtione s eakculated o GUistanding equipment acuired nder finance leases s depreciated over the shorter of the useful ife of the asset 2015 2014
advances net of specific provision. However, general provision is not required n cases wherein loans have e o Note Rupees Rupees
been secured against gold or other cash collateral with appropriate margin. ks g 7 CASH AND BALANCES WITH SBP AND NEP
i 620  Financial instruments
General and specific provisions are charged to the profit and loss account s ik B —— Cashinhand
In accordance with the Regulations, non-performing advances are wiitten-off one month after the loan is Hcol anea o SRS o (hricer WieT) 1 Sonis oM B el 1o the Giioch Local curiency 489,853,139 394,304,188
provisions of the instrument. These are derecognized when the Bank ceases o be the party to the L .
<ategarized as Loss. However, the Bank continues its efforts for recovery of the witten-off balances. ohracin preuisions of he Tnsent: Balances with State Bank of Pakistan (58F) n
S tor Henteii Aot e R Local currency curtent accounts 7.1 509603126 304933441
isthe fair value of of :
atasophic o and ho sppear wilng and sbe o lulry repay their loans. The dassfication made as e St v et These rorit) i ane et St Sicaspant o 4 1ok oo i Netoon| B3 of P
per Re tosu The accrued markup till the date of rescheduling Value, amortized cost or Cost, as the case may be. oy et
me(erved pllm\u o rescheduling elue. = g Local currency deposit accounts 72
§51 IopaaAg e S 6201 Financial assets 766, X
B g Firancil s, e cash nd blorces it S8 and NP balances wilh e barks, ki to N2zt 701035523
. . investments, recel irnominal 74 This represents balance held with SBP to meet the requirement of maintaining a minimum balance
(amta\ work-in-progress are sla(ed at cost less impairment losses (if any) and consist of expenditure value as reduced i appvcpna‘e provsions agaist non- perfovmmg advances, while other financial equivalent 10 5.00% (2014: 5.00%) of the Bank's ime and demand depaosits with a tenure of less than
the course of their tated at bl o sale ate valued ot one year, in accordance with regulation R- 3A of the Regulations.
consiruction and s, Cont aho e applicile borowing ok, f an, Tanefes e ace 1o X ket b held at by o "
televant operating fixed assets category 3s and when assets are availsble for Use intended by the ¢ 0> inancial labilities 72 b the fate of 4.50% Q014 6.00%)
managernent. ‘per annum,
. Financial liabilties ane dlassified according to lhe suhstanm of the (onuac\ua\ arrangement entered
Property and equipment into. financial stated at their Note 2 ik
Property and equipment are stated at cost less accumulated depreciation and accumulated impaitment Finencal harge e accouniedfor o1 accrua\ nm 5 AN i RN i e pees pees
losses, if any. Cost indludes expenditure that s directly attributable to the acquisition of the asset and the Any gain or loss on th ition of the finandial d labilties
costs of dismanting and removing the items and restoring the site on which they are located, if any. inthe net profit and loss for the pg,m inwhich it arises. InPakistan
Depreciatonischarged on the stalght e bass at rate specifed n note 12.2 o the financialstatements, 6 21 |mpairment - financial assets Local currency current accounts 42933423
50 25 to write-off the cost of assets over their estimated useful ives. Full month's depreciation is charged in 3 5 o Local curtency deposit accounts 81 501,075,190
the month of capitalization and no depreciation i charged in the month of disposal Afinancial asset s considered to be impaired if objective evidence indicates that one or more events — e T et
z 3 have had 2 negative effect on the estimated future cash flows of that asset. — 3008613 353300758
Subsequent costs are included in the assets carrying amount when it is probable that future economic - _ PR 15 balances held in sav . r———
benefits associated with the item will flow to the Bank and the cost of the item can be measured elizbly, An impairment loss in respect of a financial asset measured at amortized cost s calculated as the 8- Bl smpminichibe i i ARG enl
Carrying amount of the replaced part is derecognized. All other repair and maintenance are charged to difference between its carying amount, and the present value of the estimated future cash flows 5 i = P 2
income ciuring the pericd. discounted at the original interest rate. 2015 2014
Note Rupees Rupees
Gains and losses on disposal of property and equipment are taken to the profit and loss account. vficant assets are tested for on anindividual basis. The remaining LENDING TO FINANCIAL INSTITUTIONS e
S financil asets ae assessed collctively in gioups that share similar credi risk characterisis. Al
gible as: impairment losses are recognized in profit or loss. Repurchase agreement lending (reverse repo) 91 2383352710 417604032
Anintangible asset is recognized if it is probable that the future economic benefits that are attributable to s ) S ok
p 4 airment d if the reversal can an event occurring after the
the et will Iltaw t0 (hee‘meﬂl?nse arr(\d that (hed(cvsl of such asercan also be measured reliably. These are EpATTAR sk s ecsciasd, For ,mam, el i ot ot e el Clean Ie»:tmg 92 - -
stated at cost less accumulated amortization and impairment losses, i any. ettt 1 eStit s I So0ai Provision for impairment - -
Intangibl ft d related applicatons. ntangible assels are amortzed ¢ 0 e — =, =
over their eshmated uselul Iwes al rate snecme in note 12.3.1 1o the financial statements. Subsequent Faatting 2383352710 417604052
benefit embodied in the specific asset Financial asets and liabiltes are off-set and the net amount reported in the balance sheet when there y .
towhich it relates. Allother expenduure & remgeizé i proft i o aecount o e isa regauy enlm:eable tight to Offset the recognized amounts and there s an intention tosettleona 91 Thi represens reverse repo canying interest at the rates ranging from 6.00% 10.6.15% per annum
net lize the asset and settle the liability simultaneously. Income and expense items of such {2014:9.50 % per annum) maturing on January 8, 2016 (2014: January 2, 2015).
66 Impairment of non-financial assets
assets and I\a jes are also of-set and the net amount is reported in the finanial statements.
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Short Term: ‘A-1’ (A-One) g & @
Medium to Long Term: A+ (Single A Pus) khushhalibanklimited
Outlook: ‘Stable’
9.1 Securities held as collateral against lending to financial institutions - reverse repo are as follows: 118  Loan loss allowance 2015 2014
2015 2014 2015 2014 - _ Rupees Rupees
Further QNE'\ Further given N ceterred tax
Held by Bank Total Heid by Bank Total Outstanding Ic Allowance Outstanding loar Al
byBank o cotateral ™ byBank s colateral ™ i e i o Baance a the begining of the year 83670995 99425403
Rupees Rupees. year i respect of:
Morket Teasury Bils 2457,000000 - 2457000000 432,000,000 432,000,000 SRSl Pupees SOl pupess  FWEO  pupses SISO Rupees Cpsating o asets B2
asets 1
92 The balance at the year end held as clean lending amounts to Nil. In the year 2014 amount previously Normal - Provsion against lending to financial institutions i
placed with Innovative Investment Bank Limited - IIBL (formerly Innovative Housing Finance Limited Curent 2% V6RIT A3 0% 12053326748 Provision against Workers' Welfare Fund 7174338
{IHFL) and Crescent Standard Investment Bank Limited) was written-off against provision created in 1-29da5 bie 09% 15336125 57020036 Unused taxlosses 25233100 625,
prior years. IIBL defaulted its repayment due to liquidity problems and was also unable to meet equ,(y 30- 59 days late 11% 183316758 - 05% 57834069 Charge to profit and loss account 19587,322 130,105678)
requirements as per NBFC's Regulations 2008 after which the SECP filed its. di 03% 59,513,191 191% 13956715 02% 19968762 153% 4466411 Charte 1o other comprehensive income:
Honorable Lahure High Court (LHC). The lHC appmn(ed Dﬂl:la\ liquidator of IBL whl(h has 90- 179 days late 04% 68,390942 443% 32323247 02% 19903004 323% 9404091 Deferred tax revaluation of available for sale investments (52,459) 1618349
undertaken pr f liquidation and dis f the ass the law. More than 179 dayslate 02% 26771972 366% 26659555 01% 15267,128 524% 15250567 ferred tax on remeasurement of past employment benefits abligation 435212 831
Boanceat the end of the year 107557987 367099
2015 2014 et e endor ey —_—
Note Rupees Rupees 142 The deferred tox asset recognized in the financial statements represents the management's best
10 INVESTMENTS :Zz estimate of the potential benefit which is expected to be realized i future years in the form of reduced
P — o 12x by s the Bk would be able 0 et of th prfis eamed in thoe yers agans emporary
Fedderal Govermment securities e differences
Market Treasury Bills (Fils) 101 1,047,510600 836740600 Management has prepared strategic development plan of the Bank for five years using assumptions
Other investments 9-179dopll  00% ‘which are linked to various variable factors such as the economic ook of the country, investment
Mutual funds 102 300,000,000 - More than 179 days late_00% - : - & E & growth, interest rate movements, expansion in depositors / advances portfolio etc.
Held to maturity 0% 17389636475 _100% 72938517 __100% 12225371747 _100% 29121063
Term deposit receipts (TDRs) 103 500,000,000 - 15 DEPOSITS
—— e —— 1.9 Thisincludes general purpose loans to employees of the Bank carrying m(em at the rate of 10% 2015 2014
1847,510,600 836,740,600 @014; housing loans. f the Bark for theperiod Noof Amount Noof Amount
Net surplus on reveluaton of avaiable for sale secures 104 314470 185,973 farigngfroms .20 atthe rate of Ni) Note  accounts Rupces acounts  Rupees
T.847,825,070 836,886,573 per annum. General purpose loans and long-term housing loans are sewred against employees' Rupees Rupees
accrued terminal benefits and equitable mortgage over unencumbered property, respectivel F 152 6661  7,632,933625 2947 2933858431
101 This represents Fbills ranging from 84 days to 182 days (2014: 84 days to 85 days) camying interest at - i PR e ;f.‘mﬁu 153 32985 455,629,091 28788 3293438176
the rates ranging from 6.31% to 6.45% (2014: 9.88% 10 9.96%) per annum. 2015 2014 Curtent deposts 1089254 _3394,164413 _ 812346 _ 2455176,
102 This represents units helc in Faysal Money Market Fund, UBL Liquidity Plus Fund and NAFA Money Note Rupees Rupees 3007 75583727129 900081
12 OPERATING FIXED ASSETS " = ’ —_— —
Merket Fund s tabulated below: 151 Partialarsof deposits by ownership
Faysal M UBL Liquidi NAFA M Capital work-in-progress 121 61,403,196 29,107,497
fringiohd Ly e Property and equipment 122 457,882,006 270450223 Indhvidual depositors 1126811 9091810377 898385 578,168,598
Intangible assets 123 634,102 23,361,978 fnslitutional depositors
Units purchased 963,763 969,251 9,889,632 Corporationy firms. 2064 5364045088 1685 2,250,163,114
Bonus units Banks/financal institutons 26 _zenest 11 _ sasianos
Uits held atyear end 963,763 569,251 889,632 g L2801 T8I 00081 8882472750
121 Capi Operd —
R 10376 10317 1074 balance 152 This represents term deposits having tenure of 3 10 36 months (2014: 6 to 36 months) carrying interest
it ‘?”e Pf:m atiasiand b toaon 1643 atthe rates ranging from 6.25% to 14.00% (2014: 6.00% 10 14.00%) per annum. This includes fixed
ice per ¥e - . Advances to supplers - software modules: 1536543 5761175 (19070689 2061922 deposits amounting to Rs. 34.92 million (2014: Rs. 31.95 million) on which lien is marked against
103 This represents investment in short term deposits receipts {TDRs) of scheduled bank and maturing on Advances to suppliers - operating fixed assets 13742061 293865005 (248,265792) 59,341,274 advances to borrowers.
January 14, 2016 and carries mark-up at the rate of 7.75% (2014: Nil) per annum. December 31,2015 9,107,497 299,632,180 (267,336481) _ 61,403,196 153 This represents savings accounts carrying interest at the rates ranging from 5.00% to 10.25% (2014:
104 In accordance with Regulation R-11C, available for sale securities have been valued on mark-to-market December 31,2014 15,849,803 96465522 _(83,207,828) __ 29,107.497 6.00% to 10.85%) per annum. This includes saving deposits amounting to Rs. 287.39 million (2014:
basis and the resulting surplus/ (deficit) i kept i a separate account tilled *Surplus on revaluation of - - - s Ni) on which lien is merked against advances to borrowers.
investments' and is charged through statement of comprehensive income in accordance with the R~ 12:1.1  This represents advances 1o suppliers for development of various software modules and purchase of 2015 2014
-11(c) * Treatment of SurplusAdeficit)® of the Prudential Regulations (PR) for Microfinance Banks dated operating fixed assets. Note Rupees Rupees
June 10, 2014 issued by the State Bank of Pakistan. 122 Property and equipment 16 BORROWINGS
105 The investment includes secuities which are held by the Bank to comply with the statutory liquidity Forgireand | Bechilond | Computer Unsecured
fequirements as set out under Regulations - Risk Management R-3 “Maintenance of cash reserve and fitures offce equipment | equipment |  Vehides Toul 161 2,845397,392 2182376872
liguidity". - e seaured
= Bance as at January 1, 2014 160743397 195067673 181976839 150756148  688,504057 Borrowings from financial institutions in Pakistan 162 ____3,045000,000 __1547.500,000
1 ADVANCES S NET OF FROVISIONS; Addtons 13012505 62351318 52616402 19443076 148330311 5,890,397,392 3729876872
2015 018 Diposals. (8516654} (968, (. 326) e — S ——
i 32014 166139268 250117269 233625041 15741044 907,292002 161  Borrowing: financial instituti ide Paki
Numberof  proone Numberof  pooone
Loan type Note wblga outstanding Joans outstanding Baance as at January 1, 2015 166139268 250117283 233625041 157410484  807,292042 Asian Development Bank 16.1.1 1,818647,392 2,182,376,872
ing outstanding 210,08/, 182,376
Addtons s oemm memse  msem e £CO Trade & Development Bank (TF-) 112 507250000 :
Rupees Rupees Deposals. (18579871} (7943758) (4936395) 49,709688) 81,169.712) ECOTrade & t Bank (TF-I 1613 5‘9' '000
Mico aedit 44800 3426105066 A0670 2847567254 BoncoasatDecember 31, 2015 232298574 350053731 %670 186020108 T.035,469077 Fade & Deveiopment Bank (TF) e
Secured 475717 13963441359 427690 _9.377,754.493 " s AR
Unsecured 111 T 520517 17389636425 ~ 468,369 12,225321,747 iy sy 1, 2014 s e wumsm e gy 16.1.1  This represents receipts/ reimbursements up to eighty percent (80%) of outreach loan disbursements.
Deprecaton charge 15159 33517777 G008 E9346698 against credit faciity under the Subsidiary Loan and Grant Agreement entered between the Bank and
Less Provisions held o the Government of Pakisan (GoP) in pursuance of Loan Ageerent (Specal Operatons) -
specicporion o Bolance a5 December 31, 2014 Project, Loan #1806 b Asian Development Bank (ADB) and
Senem prasiors Islamic Republic of Pakistan.
Baance asat nuay 1, 2015 BISHISH 1SS0 17919647 19219885  SHANAS
Microcedit advances - net of povisons T7169.284,70 Deprecaton chage BII00  4SEIA8 35274691 1622705 11548494 “The Bank i iable to repay the principal amount of the loan to GoR, over a period of 20 years including
) Dipasals (2620750 Gsi2ss) @) wossion  gazsmen 2 grace period of 8 years, commencing from May 1, 2009, through bi-annual equal instalments. The
ff K 118 7,246/ 1 A1
Stafffoans - secured 9 A6 THess 69 _ﬂ Balarce a5 3t Decernber 31, 2015 SA0600 184765 056074 Gemmats 5701 pindpal inayable, 6 he a3 maste SAGRAl8HE OF fhe afmounts:dmwt by the Bahk-fram the. 580
Ackances natof proion Camying value account for sub-loan expressed in Rupees, determined as of the respective dates of the withdrawal,
1M Thisincludes 2,256 he Rs. 511,76 million 2008 81217509 103615551 270450223 while the GoP shall bear the foreign exchange risk.
(2014 Rs, 988 miion) backed by USAID guarantee of 50% of outstanding principal for qualifying 2015 o6 The interest is being paid on bi-annual basis charged at the rate equal to weighted average cost of
borowers. deposis during the prececing six months in the banking industry as calculted by SBP The interet
112 General provision is maintained at the rate of 1.00% (2014: 1.08%) of micro-credt adh th e ok s e L the year 1% and 6.27% (2014
than those secured against gold and other cash collateral, net of specific provision. This indludes 155 1 Costof the assets as at December 31, 2015 includes Rs. 40.44 millon (2014: Rs. 81.58 millon) n respect 6:53% and 6.64%) per annum.
provision amounting to Rs. Nil 2014: Rs. 7.00 millon ) against unsecured micro-credit advances in & assels sapired sginst grants recsived. 16,2 THSrepresens bortoning fom ECO Trade and Development Bank amounting to USD 5 i, Ths
addition 10 the minimum requirements of Prudential Regulations to prudently manage credit isk of loan has repaic as bullet on maturity. The term
the Bank 1222 The cost of fuly depreciated property and equipment that are stil in use is Rs. 319.05 milion (2014: of the loar s b years, Th“w‘ s trarkipat the rate D' sxmonth USD LIBOR plus » spread of
Rs. 329.29 million).
113 Particulars of non-performing advances Va5 o " - s " 2.5% per 360 days.
v il and equipment disposed with the original cost or value in excess of " i
Advances include principal amount of Rs, 337,99 millon and interest /mark-up of Rs, 90,59 million o ey 3 m;",;mdwg‘y piprmees e Ut The Bank has entered into a cross currency SWAP agreement with United Bank Limited for the
(2014: principal amount of Rs. 113.00 milion and interest /mark-up Rs. 23.00 million) which, a5 ’ . . - bﬂ-rwmg- Under such anehgemen Ush f m‘\llr\;n r‘:vhere\r;nsff;ed atthe e*cha(n‘?; va::of‘ks 101. ;5
detailed below, have been placed under non-performing status. n Modeof | Partkularsof let on maturit Y urther under this arrangement the interest is payable.
L P;m 9 - Partiadars ] | Bockwalue | Sale Proceed [ disposal [ purchaser e ateof. KIBOR pl from date
= o diursement por 365 days,
Category of Gasifiction e . s i gy, Prions Vefides: 2015 uIsHI IS0 1957601 Awion Voo 1613 This represents borrowing from ECO Trade and Development Bank amounting to USD 5 millon, This.
= - loan has a grace period of twa years and the principal amount s to be repaid in five equal semi annual
s SR A s pos: ﬁ:ﬁ 3'3:5: % ‘ez 2;”& mm & Mm"mzam instaliments of USD one million, each commencing from the twenty fourth month after the first
R I 5 e e S wEun AR b 0 disbursement, The loan' term is four years. The loan carries markup at the rate of s month USD LIBOR
Doubthl 033U I 9408091 Plus a spread of 2.9% per 360 days.
loss 7 55 5t 2 2015 2014 “The Bank has entered into a cross currency SWAP agreement with JS Bank Limited for the borrowing.
—TETRI, Rupees Rupees Under such arrangement USD 5 million were transiated at the exchange rate of Rs. 103.90 and the-
14 Particulars of advances: 123 Intangible assets loan will be repaid into 05 equal instalments of Rs.103.90 million each 10 be made semi-annually
015 — commencing from twenty fourth month from the date of the first disbursement. Further, under this
Computer software: amangement, the interest paid is fixed at 10.47% per 365 days, semi-annually commencing from the
Specific General Total Specific General Total Cost date of disbursement.
Rupess Rupess Balance as at January 1, 2014 115,584,295 108,104,410 Wi -
e beonmo beyea 29121089 1G5 12N 13 2703200 102509829 Additi 33932904 7479885 2 e e
fooncrry e POMINE M INN DEOIGES 1DHSEH XIS 1453466 it 3393290 7479885 162  Bomowings from finandalinstinitonsinPakistan: Note  Rupees Rupees
o acet prviion i : tglsta aeniss i Balance as at December 31, 2015 149,517,199 115,584,295 secured
B e v T s Amortization Pakistan Poverty Alleiation Fund (TF-I) 1621 1,060,000,000 560,000,000
Baleicé as it lahiry 1, 2014 2.222317) 55002 Pak Oman Investment Company Limited(IF-) ~ 162.2 325,000,000 487,500,000
115 Particulars of write-offs Note Amortization charge: (27.600.780) (26312.796) Pek O CompanyLimited () 1623 500,000,000 .
eI . Balance as at December 31, 2015 (119,823,097) 02,222,317) United Bank Liited (TF - ) 1624 400000000 500000,000
Related to rescheduled advances Ganying amount — 0EMI0Y 3361978 Askari Bank Limited (TF-) 1625 360,000,000
Related o other dassfied ackances ‘Soneri Bank Limited (TF-V) 1626 300,000,000 =
Bad debis witten off directly 1151 1231 Amortization is charged on a straight line basis @ 33.33 % per annum, starting from the month the ‘Syndicated Tem Finance (5 Bank Liited and
791,161,383 127,783,064 assetis available for use. Askari Bank Limited) 16.2.7 100,000,000 <
1232 Costof the intangibles as at December 31, 2015 includes Rs. 25.48 million (2014: Rs 25.48 millon) in United Bank Limitec(RF) 1628 = .
1151 This represents write offs against secured micro credit advances which were not recovered through respect to assets acquired from grantis) received. 15 Bank Limited (RF) 1629 £ s
sale of its collaterals in case of default loans. 1233 The cost of fully amortized intangible assets that are stll n use is Rs. 38.31 million (2014 Rs. 35.20 —SoE0n0 iS00
o), e IO, NHTON0
16 Portfolio quality report miien)
THEHS i o o B 5 i SO0 ! s e e 2015 2014 16:2.1  This represents borrowings from the Pakistan Poverty Alleviation Fund (PPAF) and carries interest at the
o cass depending on the number ofday Ty re ver.due.For each of such closs o oan, he 13 g Note  Rupees Rupees rates ranging from 6.05% to 11.11% (2014 9.11% to 11.68%) per annum. PPAF extended Rs. 1,500
outstanding principal balance of stich loan class s divided by the outstanding principal balance of the rdlon fisakcing facli Hypothiecated againetinced/ables creanad ot of fancing o PRAR howewst
gross loan portfolio before deducting allowance for non-performing advances. Loans are consideredt Mark-up accrued 1,739,411,253 1,221,563,19: ot : e with izc» The B'ank is liable to repay the. O;;nq‘c':pa\BAWLO:nt
‘overdue if any payment has fallen due and remained unpaid. Loan payments are applied first to any Sispended] s on THon=eriorIing advices 90,504,245) 23,045,461 o in 5 equal quarterly instalments after the expiry of one year as grace peri te Bank has.
interest due, then to any instalment of prinipal that is due but unpaid, beginning with the earliest e ¥ e W ﬁ drawn Rs. 1,500 milion (2014: Rs. 600 millior) up to December 31, 2015.
such instalment, The number of days of delay is based on the due date of the eariest loan instalment gl " 4ssgasy 1622 Thisrepresents interbank money market borrowings for two years with the grace period ofsix months
that has not been fully paid. Late payment surcharge/ penalty on overdue advances is not added to w0 i e 5P from August 2014 and carries interest at the rates ranging 8.79% 10 11.94% (2014: 1192% to
principal. S A0 ATy e 94%) per annum and repayable in three equal installments. These borrowings are secured against
Employees 3 238617 79079124 charge over current and future assets of Rs. 650 million.
2015 2014 Suy 81,483
o prlers 94 A0 Sosssoss 1023 s epreansnshank money maketoronings for e et it grce paod of ke monts
Normal loans ‘Amount. Amount i 1988, 64% (2014: Ni) per annum
Rupees Deposits 7310215 2,024,440 and repayable in 8 semi annual equal vnslllmems. These bormwmgs am secured against charge over
o 16997,745,437 . 1205538748 Prepayments 97,907,980 92,823,701 ortentond ftue st of . 667 millon.
1-29 days late 153898,125 088% 57,020036 Receivable fiom USAID = 1514585 155y bank i i fsi h
30-59 days late 183316,758 Recefvable from Microfinance Social Development Fund 131 516,144,118 371788936 Hrom the date of ﬁm disbursement and carries interest at the rates ranging from 8.12% to 11.69%
L ;’ﬁ “’:ﬂ ?,3‘3;3';3; Insurane daims receivable 8,749,956 9,966,377 (2014: 11.69%) per annum and repayable in five equal installments. These borrowings are secured
e e o Sales tax/ federal excise duty receivable 132 120490531 74,401,684 against 40% partial Microfinance Credit Guarantee Facilty (MCGP) )by 805 and charge over current
Ly T Other receiiables 133 133,237,795 35266802 and future micro loansladvances of Rs. 400 milion.
2,641,903,252 1,889,851,039 1625 terbank i y
Provisions against doubtul recefiables from draw down date and carries interest at the rates ranging fiom 8.10% 10 10.03% (2014 Nil) per
Rexheiled oo Balance at the beginning of the year 18,674,066 annum and repayable in 10 equal quarterly instalments. These borrowings are secured against 40%
Curent < Provision charge for the year 17,137,334 edit harge over current and future assets
s - Receivables writen of against provision (10,776,997 of Rs. 320 milion.
bl , Balance at the end of the year 134 25,034,803 18674466 1626  This represents a term finance facilty of Rs.300 millon and carries interest at the rates ranging from
90179 cays ate 616,868,449 1871176573 8,03% 108.53% (2014: Ni) per annum for a period of three years with grace period of one year from
More than 170 days lte ——aaea— the draw down date. These borrowings are secured against 40% partial Microfinance Credit
p— p— - ‘Guarantee Facilty (VICGF) by SB7 and charge over current and future assets of fs. 300 milion.
Total 17.389636.425 12225321747 138% 1 Th'sée“;gd”"“ Ll ’e‘eé"ﬂ"’“&i‘“ Mot 5‘;"3‘ DevelgpiTent AT (MsDr) o 16:2.7 This represents syndicated term finance facity o Rs.1,500 millon and carres nterestat the rate of
reimbursed to service providers, 's own cost reimbursement against community mobilization e : : R
lending and management cost of hosiing the fund, During the year an amount o Rs. 85.771 milion 781 % (014N ver st ot o oo o fodfyedhs o he o v chie nch et & ot
has been written off against receivable from MSDF for claims lodged in respect of individual clients st il °("MCSG; ;ﬁap sl s st b iandi-le e
17 Current 'e“’“'Y ratio generated during the years from 2012 10 2014, against KEL's own cast reimbursement against ity < e
The fecovery ra of thisratio i total community mobiization ending. This wite oft s based on in accordance with SBP's view that hecost 16:2:8 - Thisrepresents a runring finance faiity o Rs,75 milion and caries inteestat the rates ranging from
cash recelptsof orincipaland mark elsandlate fients and not for indhvicual cents. 7.35% {0 7.16% (2014: ) per arnu o a perie f oneyeor rom the craw Gown e, These
teceipts). The denominator s total payments of principal and nterest that felldue for the fist time 13 ‘s explained in note 20.1, ths inclucies Federal Excise Duty of Rs. 34,226 millon paid under protest o borrowings are secured against charge over curtent and future assets of Rs. 100 millon,
duing the reporing period. 2 per the tems of‘ the ong-:a\ foon contac {egardess of any 1hé teation SiARARISE. 162.9  This represents running finance facilty of Rs. 300 milion and carries interest at the rates ranging from
subsequent negotiations). Penalty interest is not included in the numerator or denominator of the 835% to 11.32% (2014: 11.93% 10 11.96% ) per annum for a period of one year from the draw
fatio. 133 :r::: lrldud:s‘rec!ervak:v\s !'r‘;lm‘ sx:(‘e Earn: of Pa::xa': against claim lodged amounting to Rs. 85.56 «down date. These borrowings are secured against charge over present and future assets of Rs. 400
T — ion against crop and livestock insurance premium. ply
205 2008 1347 i receivables «
— - ta% insurance dlaim receivables. p_— o
2nd quarter 18399% 1726% Rupees Rupees
3rd quarter 1879% 1449% 2015 2014 163 Quarterly average borrowing
4thquarter —1732% 164.6% Rupees Rupees
January - December D11y 1595% 14 DEFERRED TAX ASSET - Net st Quarter 4534398438 2894356885
2nd Quarter 4785883604 313,260,745
1171 Annual loss ate for the year is 0% (2014: 0%) computed using the following formula. The actual loss Operating fxed asets (14385674) s 31d Quarter 5709999418 3888734412
rate is below 0% due to early repayments of principal outstanding, Provision against. a?vames ap"li/ other m\s] 78523679 19858875 4th Quarter 6,002,685,506 3,817,165,119
i Remeasuement of post employment benefit cblgaton st
ALR=(1-CRY/ T2 Provison against Workers' Wellre Fund f ;szg 3‘:‘:' E 164 Loan repayment schedule
where: Unused tax osses e b
e 523310 Balanceat the beginning of the year 3720876872 3720876872
ALR i the annual loss rate B " P— 83.719.166 Avaled during the year 6666,960013 3,158,500,000
CRis the collection rate in decimal form Surplus o revluation of asets (avalable for sae) (100630) 171 Repaymens during the year 493)  (2,174729.480)
Tis the loan term expressed in years 587 Balanceat the end of the year 7z 729876872
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CREDIT RATING

by JCR-VIS Credit Rating Company Limited

Sl Swdl adigr

Short Term: ‘A-1’ (A-One)
Medium to Long Term: A+ (Single A Pus) khushhallbankllmlted
Outlook: ‘Stable’
2015 2014 Note 2015 2014 2015 2014
17 OTHER LIABILITIES Note Rupees Rupees Rupees Rupees = Los¢ Note  Rupees Rupees
Profit before tavation 1,181,981,581 942400823
Interest payable on borrowings 117,970,586 78,281,377 Grant frlom USAID 192 98,374,901 98,374,901 Adjustments for:
Markup/ retum finterest payable on deposits 286780711 146,274,356 Accurulated amortization d amortization 123085,705
Accrued expenses 223,679,852 151,496,351 Atthe bﬂ;‘””"“ﬂ of year (97.860.252) 197'23253? Amortization of deferred grant (1,775,739
Bils payatle 42080689 63102779 psicldid o 921,30 T Do sl et wonces Zegiased
Payable to defined benefit plan - gratuity 17 80,568,150 65,132,259 514,609 o e, (#277.947,717)
Contribution payable to: Grant from Enclude 193 25484337 Interest on investments and deposit accounts (128674217)
~Microfinance Social Development Fund 613 8241649 70321175 Recelved during the year 195 e Indirect cost charged to USAD X
. ABA, Interest expense on borrowings and deposits 1,219,286,901
Risk Mitigation Fund 613 41,208248 35,160,587 Accumulated ar ation Provion saarst other ésge‘:gs
~Depositors Protecion Fund 613 41208248 35,160,587 Atthe beginning of year Charge for defined beneit plan
Taes pajable - net 172 135039618 198,615,505 Amortization for the year Q.018,082.71)
Payable to senice providers 29788200 26405600 Attheend of he yedr (1.075,672.391)
Payable 10 suppliers 173 92,001,096 46,879,190 29 CASH AND CASH EQUIVALENTS
Proyein o Wenkess Vel Fund 12051 i A— S— S— T —— Cash and balances with S8 and NEP 7 1001222481 701,035923
Withholding tax payable 13071142 3,009,969 - i Sblbbibetia gy st Balances with other banks 8 008, 353,300,758
el bk
Other payables B AL (special Operations) - Microfinance Sector Development Project (VISDP), Loan #1806 between i endiog ¥ Shoncid rstiuons 9 jg%*g%%g—
— 1270731541 993956438 and Islamic Republic of Pakistan. MSDP completed its tenure on June 30, 2007. —_—
171 Payable to defined benefit plan - gratuity 192 This represents grant received from USAID on September 30, 2003 under the program *Developing 2015 2014
s non-bankable teritories for financialservices”. Number Number
General description 30 NUMBER OF EMPLOYEES
" T — ’ f — 193 On September 24, 2010, the Bank entered into a two year grant agreement with Enclude (formery
2 SChefti pecvces: 1o/ Jeina) Denefits for a1 painanent ampoyees Who stlai the Mty hore Bark nternationl (58 tomprove the capaciyof the Bank for deveing savvng products more Credit sales ﬂa"
qualitying period at varying percentages of last drawn basic salary. The percentage depends on the e, e oo b S0 Permanen 1221 05
S'é?be;g' TC W": l";{c?ﬂ"k ;"Wﬂc'ce"f'g&ﬁggfd onactuarial valuation camed out o5 at in the form of gran\ i Bl FI0% b Hocrt o Folanat sl ibs ool rered ganking /summ st
cember 31, 2015 using the Projected Unit Credit Method. Bank Essential (BE). In the year 2015, a further grant was received from Enclude (formerly Shore Bank Permar
The Bank faces the following risks on account of gratuty: Interational (581 to promote Alternative Delivery Channel (ADC) marketing campaign in order to Comeral
Final salary risk - The risk that the final salary at the time of cessation of service is greater than what create client awareness and build uptake of Bank's branchless banking services. The new expiry of the
the Company has assumed. Since the benefit is calculated on the final salary, the benefit amount grant agreement is May 31, 2016, TeBlrimbe afepkees dthe endaRhayEar
‘would also increase proportionately. 20 MEMORANDUM/ OFF BALANCE SHEET ITEMS
Asset volatilty - Most asets are invested in sk free investments . Goverment Bonds/ Treasury ~ 20.1  CONTIGENCIES 3 {VERASE NUMBER OF EMPLOYEES
“"‘Sh H"W’Q’e"' e kg piumeni sublectidadiene change 4 For the perod January 2008 to December 2010, the taxation authoites ssued an oder o charge FED C':‘;(';ﬁ:{;“‘" iiig 5
Inthe:market.price. amounting 1o Rs. 65.231 million on grant the Bank f sales tax on b g
fluctuation - The plan liabilties are calculated rate set with reference taxable purchases from suppliers not regisered in large tax payer units (TU). In this respect, a civ 9 ?W“
o Goverament bond yields. A decrease in Government bond yxelds wll increase plan liabilies, petition ourt of Pekistan, against pe]
although this will be partially offset by an increase in the value of the current plans’ bond holdings. the order of Honourable Islamabad H:gh ‘Court wherei the Bars appeal wiss dimissed in Kriite, Oneck) e T
e tisk of the i ing and not tomeet the el hehlctiomaaanie Joyees : ;
liabilities. This risk is mitigated by closely monitoring the performance of investment, authories 35 reflcted n ote 13210 "‘e financial statements. A AT e M ey 2
Risk of insufficiency of - Thi i o o to the Fi b For the perod January 2011 to December 2012, the Bark has also received two orders from Deury
) the Bank and Rs. 2.778 million on non- wnhno\m ng of sales taxon \axable purchases from suppliers Total branches at beginning of the year 118 110
Disclosures related to employees gratuiy fund are given below: not gt n Ly, e st the alleged orders for Opened during the year
2015 2014 2011 and 2 by the CIR (Appeals) with that DCIR order 10 10
" i e Rupees Rupees contains. legal and factual infirmities. Booth 1 2
a) \mounts recogni: in the balance sheet i losed. ir
- Based on the decision of CIR(A) in case of alleged orders of 2011, 2012 and tax counsel advise, the -, A Wi‘:’:ﬁg’;’(ﬁ:’ — 43—, 2
D e il e i o L ] Bank s confdent of a favorable outcome of the cases for the period January 2008 to December 2010 el bl e —_—z s
air value of plan asse
ekl therefore the management believes that no provision s reqired there against. 5 Gnneredage
b)  Movementin netliability 2015 2018 Basic
Opening net liability 65,132,259 24,706,735 202 COMMITMENTS Note Rupees Rupees tBhaSIcearT:\e?js per st " profit. it to equity KhZ!devs?‘; the Bagk by
Rt A —— 53351580 8536763 e weighted average number of orcinary shares in issue during the year excluding ordinary shares
Remeasurerent losses recognized in OCI 15451132 B Cam“( o mewrskesr — 58 32720212 purchased by the Bank and held as treasury shares.
Contributions (53,366,821) (37,302,605) AARK-
Closing net iabilty 80,568,150 65,132,259 Mark-up/interest on acvances a7 3005187175
62,278,225 75,147,327
9 Changes in present value of defined benefit obligation Interestigain on deposit accounts placernents with Profit for the year after tasation
Opening defined benefit obligation 251,545,592 197,631,664 ‘other banks" finandial insttutions/on mtual funds
Curtent service cost 48,583,868 38,089,903 Microfinance Social Development Fund
Intereste 26328273 22,927,101 Depositors Protection Fund
328, 927, MARK- EST EXPENSED o
Benefits due but not paid (payables) (8,840,518) (5,236,098) z KR Rmf"/'m" STEGENSE Risk Mitigation Fund
Benefits paid (26,192,476) (37,302,605) Interest on borrowings from:
Femeasuremerits- experlincelosses 26,592,198 35435627 Financial insttutions - Outside Pakistan 170018,855 Profit atrbutable to equity holders
Closing defined benefit obligation 312,016537 251,545,507 236034318
o —_— 406,053,173 Weighted average number of ordinary shares (Numbers) 170,500,000 170,500,000
d) Changes in fair value of plan assets Interest on deposits 813,233.728 544,650,633
Opening far value of pln assets 186413333 172,924,929 1,219,286,901 809,557,429 Earings per share - basic (Rupees) 387 330
Interest incorne 21560561 22,480.241 - e —
Contutbre 5330681 37302605 23 FEE COMMISSION AND BROKERAGE INCOME
Benefits paid 26,192,476) (37,302,605) Micro-credit application processing fee 575,848,380 247,944,565 Diluted
Benefits due but not paid ‘35)3‘44""50‘535’ 1;%”%3 Other commission 64589818 29,942,344 There is no dilutive effect on the basic earnings per share or the Bank. Diluted eamings per share i
141066 (3755739 calculated by adjusting inery
Closing fair value of plan assets ___BTA7T  TB6AISEE OTHER INCOME of all dilutive potential orcinary shares. The Bank has no v “equity instruments.
b i the profit and t Amortization of deferred grant 1775739 5720040
Current senvice cost 48583868 38,089,903 Inditect cost charged to USAID 2.1 19,545 1120103 34 REMUNERATION PAID TO PRESIDENT, DIRECTORS AND EXECUTIVES
Interest cost on defined benefit obligation 26328273 22,907,101 Recoveries from MSDF 22 129,391,600 159,546,400 The aggregate amount charged in the financial statements for remunerztion, including all benefis to
Interestincome on plan assets 21,560,561} (2.480,241) Incirect cost charged to Incofin 23 971415 - President /Chief Executive, Directors and Executives of the Company is as follows:
53351580 38536763 Gain on disposal of fixed assets 22,607,489 4912806
Re s 201
n in other i wonge 39,596,007 :
Remeasurement losses for the year KW Other e s over
20592198 35435627 =
(5,141,066) 3,755.739 24.1 This represents indirect cost charged to USAID for Tubewell Efficiency Improvement Replacement Managerial eenunent 7141500 . BIAGES 740985 607000 . RENAL 57680905
15,451,152 35,191,366 Program (TWEIP) @ 1.755% of total direct cost (2014: 1.755% of total direct cost for TWEIP). Crage fr s bt
) N g nsss o3 2SI 8T smsm awes
2015 201 242 This represents claims lodged by the Bank with Microfinance Social Development Fund (MSDF) to s, AR e :
Rupees  Percentage Rupees fecover the new client acquisition cost incurred by the Bank under the Loan Agreement (Spedial sovaree 232 .o Tes 2733780 - Do 2ssseAn
9) Major categories of plan assets Operations) - Microfinance Sector Development Project, Loan #1806 between ADB and Iamic Vi Woronh; ;{},"g T SO Bl b oz gl
Accrvedinterest 27,838,637 1203% 6791223 3.64% Republic of Pakistan. Comeyance dowance: = o o mees g & A:H‘s B
Cashatba 29,429,668 1272%  1837.208 0%9% 243 This represents amounts received against capacity building contract signed between the Bark and fone Sl st WS, B SO, m',“ it
National Saving Centre - Bonds. 183,021,000 79.08% 183,021,000 98.18% Capital Plus Exchange/SBBN Exchange for long-term technical assistance comprising of building the o B R e e T e S e
Less: Payables to out-going employees.  382% _ (5236008) _ -281% MSME base, cash flow based lending, selection and training of problem loan management
23148787 ___10000% _186413.333 100.00% department, strengthening credit risk, human capital support for MSME, product development and Homberof pesonty) 1 2 i1
h) The latest actuarial valuation was carried out as at December 31, 2015. The significant assumptions. pilot testing. Incofin's share to the activty amounted to USD 150,000 and KBLis contributing 3% 0f 3.1 The President is also provided with Bank maintained cars.
i the budgeted it r
e for actwartal vluation: are: 25 follows: s Biclgeted amou 2015 2014 342 Executives mean employees, other than the Chief Executive and directors, whase basic salary exceeds
2015 2014 2 ADMINISTRATIVE EXPENSES Note Rupees Rupees five hundred thousand rupees in a financial year.
gﬁ?i:‘(:‘;g;‘?w:‘mum ‘g gg; :éé;x Salaes, wages and benefis 1086610223 33683518 343 Key Management Personnel (KMP) means persons having authority and responsibility for planning,
s S P Cherge for defined benefitpan 71 53351580 38536763 directing and controlling the activiies of the entity, either directly or indirectly, including any member
) et - Contract/ seconded staff expenses 221,525,923 187,378,481 (or non-executive) of the board.
L ity ahaiysis SOMQVBndes ‘:,3;;,552 35 SCHEDULE OF MATURITY DISTRIBUTION OF MARKET RATE ASSETS AND LIABILITIES AS AT
ruiment
7 755 DECEMBER 31, 2015
in Increase in Decrease in Training 18,670,384 3
S assumption assumption Rentand 149,483,717 ] B b e ‘3;%’7‘«"73“} M“"']
Insurance. 44916672
Dicount ate 1% 63,106305) 40163776 Utiities 70810708
Sabry rate increase 1% 4177559 (4942,210) Legal and professional charges 2,904,130 el L R A R R
The above sensitivity analysis is based on changes in an assumption while holding all other Communication 57,639,268 Other eaming assets ’ )
assumptions constant. In praciice, this is unlikely to occur, and changes in some of the assumptions Repals and maintenarice 58280703 Blms ol 1661
may bligation tosignficant actuerial Prining, siatonery and office supplies 71105538 depost scou ressdss | 1eseass
assumptions the same method (present value of the defined benefit bligation calculated with the Adkerisement 307%564 v “‘:\5“"" S | e
projected unit credit method at the end of the reporting period) has been applied as when calculating Auditors' remuneration 25.1 1481913 Lending o fnancal instttons 35710 | 2383352710 Z : 4
‘the gratuity liability recognised within the statement of finandial position. 2@’9&‘3‘:“ :; ; §Z ;‘Sgﬁ Total market rate assets 2138083030 4661101085 9E5IM08 71558092 | H5339457
mortization E
“The weighted average duration of the defined benefit obligation s 12 years. Cebices up b et Bl 100055705 o S —
D Expected contribution of the Bank to the defined benefit gratuity fund for the year ending Decerber Traveling and conveyance 18,250,098 Bl iy 5 s 10 - ik i
31, 2016 will be Rs. 66.86 million. Meetings and conferences 24,976,284 current account 509710817 | 509710817
s Security charges 12818452 Baances win other banks
9 Compaitson'for five yeals it ﬁngnaalcharges 14,254,037 amertsaoms assan| asnan | | s
Present voueof defecbenefs N ating o 5 7714
nions el 5 vlue o o sets —— 2, hﬂ; 20 2 R ;:gi;‘; Oneases zmsx&sm e | 1osmmm| B0 o
eous fered s
Present value of defived benefits Total non-earning assets msaozm T T BEEE X
yearend supiesy s w1 A . . Total assets P T T Y S R R
Fairvalue of plan assetsat yearend _(231, 86,413333) _(172.9; 251 GRS Enieration Market rate liabifties
Audit fee 1,149,500 1,045,000 T s o
Outof pocket expenses 477,000 436515 700000 P sasran | erszsan | 2rsssesse| sossassrs | 1somsosan
1,626,500 T481.915 Al other time depcsts (ndung|
Rupees Rupees TR T TR fied rate 229202408 88321 62,106,000 63,501,242 94713000
172 Taxes payable - net 252 Administrative expenses are net of Rs. Nil (2014: Rs. 7.75 million) charged to USAID in respect of Other cost bearing depasts 4556019091 | 182265163 | 18226516 915819 -
Opening balance 198,615,505 121,911,340 projects implemented by the Bank. rowings - 5990397392 $84364740] 821150455 | 4,384882.197 |
P s g o vl Ml o i — Total marketrate labilties 16075960108 ~Z509ETA0 AI0511.98 IWSA0BE 5 H65003
Provision for the year 27 355,121,400 233789862 Note Rupees Rupees
Closing balance 135,039618 198,615,505 26 OTHER CHARGES pe e s 7?3;;“;? '-fg;géigf 1,357 %3355 mﬁg e
173 T e sum pyale 0 rsance comparies amouning 10 . 3427 mlon aars: i nd Pl ixeiind et e Fetnonestionvghtites _assing e Ziwders samen  homue
livestock insurance premium, Profesiond tx 453965 300000 eta =)
15 SHARE CAPITAL 24499597 19,824,946 SCHEDULE OF MATURITY DISTRIBUTION OF MARKET RATE ASSETS AND LIABILITIES AS AT
27 TAXATION
DECEMBER 31, 2014
2015 2014 2015 2014
Current
Number Number Note  Rupees Rupees S [ |w,mm| i |
181 Authorized capital Other 271 (24,697.464)
Orchinary shares of Super tax 272 = Advarces. 12,105839,126 [ 543043062 S,Slﬁ,\m.lﬂ 6.022,792/643 23814588
600000000 600,000000 &N each 6000000000 6,000,000,000 376511,713 205,052,398 imesmenis ‘sess7| 299188817 | 537697755 - -
—_— ol Rl Othercaming assets
s —me _sme  ETDaw
182 lssued, subsaibed and paid up capital ST L depost accouns 2006 20066
POsu——— 274 Eﬁ:ﬂoﬁ:ﬂa?ﬂl:;:g:ﬁ ﬁiﬁ‘f;?;‘if; ileercebetween the prir e o provkion andthe o e . by | s
170,500,000 170,500,000 '9¢ah tulypaidfor 18 1 1705000000  1,705,000000 4 5 5 Lenedog o Snancal insitaions 417804062 = =
Ry — 272 TheFinance Act 2015 has introduced certain amendments relating to taxation of TReesh B3R, [SETRE,  AAER
Seicah As per these amendments, the Bank's income from dividend and capital gains are now taxed at the Othernon-eaming assets
1821 The Shareholders of the Bank are as follows: normal tx ates instead of oeviously apslcabe reduced ates, I adiion, one ime super e at the [l A I e
United Bank Limited 506285280 506,285,280 rate of & perent o 30648169 306481669
for the tax year 2015, . year ended December 31, 2014, rne effects of above amencments have Baances win otier banks -
Rural Imﬂu\se Fund IS.A. SICAVFIS 417056630 298496310 ! L 7
ol Limited UIEBOB 243566080 been incorporated in these finanial statements and an amount of Rs. 21.690 millon (2014: Ni) has arent acounts 3140500 314480500 - - -
Sk G ey been recognised as prior year tax charge, Operatng et asts 208 15459791 | emas|  sozssoss | tenioasze
ASNNOVIE Msmkved-e«onds 163795020 168795020 Sl 9 Onerasis w77 | viasesars | 1oszsero| eoorsoes | 67063
Credit Suisse Microfinance Fund Management Company 333204900 132,855,310 2015 2014 Defered txasset
Bank Al Habib Limited 30,000000 30,000,000 273 Taxcharge recondlation Rupees Rupees Total non-earning assets
Habib Benk Limited - 300000,000 Total 2402005%
Soner Bank Limited — 25000000 Profit before tax (Rupees) 1.181,981,581 942,409,823
T705000000  1,705,000.000 — Luge tme deposts 2bove]
—— S— Rs 100000 2838098,198 | 454,551,000 794013541 715,408,000
1822  During the year Limited Limited Fund Appmbh Ve W &@) Al other bme mu (incuding)|
% i « X fredate 57023 | 3396000 3300733 | 35149000
S.A. SICAV - IS and Credit Suisse Microfinance Fund Management Company. oy o S ’ ° ke Y G| e oyl J
2015 2014 rempwy difference 098 061 rovings 1729576572 - ) 2703647592
19 DEFERRED GRANTS Note Rupees Rupees Income tx relating to prio period 184 ey Total market ate iabiities 0957173479 1775322270 56650 345820439
Grant from Go? 191 251,589,232 251589232 Permanent difference. (@s5) (5.02) 1Other nbes i beatiog bl
Accumulated amortization Fate change - 059 m:ﬂma
e egenig :; yeor e s Average effective tax rate charged to income 3027 2087 el
Amortiztion for the year Total iabil s 1751 295417038 5567767457
At o tia yef" Gsiasie0. 274 Theapplicable income tax ratewas reduced from 3% to 32% for the year on accountof the changes e i

51612

made to Income Tax Ordinance, 2001 through the Finance Act, 2015.
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CREDIT RATING

by JCR-VIS Credit Rating Company Limited

Sl Sudl adigr

Short Term: ‘A-1’ (A-One)
Medium to Long Term: A+ (Single A Plus) khushhalibanklimited
Outlook: ‘Stable’
36 FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES 40 ‘GENERAL INFORMATION
361 Interest raterisk The following information is included in these financial statements to faciitate the calculation of
finandial ratios.
The Bank's expos rate isk and finanial d liabilties a5 at December 31, 2015 are summarized as follows
Note 2015 2014
B Maturity after | Maturityafter | Maturity after after F NON INTEREST Offices
Desaription Matursy op o T | Mt I | e ettty | subtota || _BEARNG Total Interestrate Total branches of the Bank 129 18
YA | st toyers |upto thre years | up o fouryears | up o fe years year Total
R Rupees Micro-credit cases
Financial assets: s Number of active cases at year end 520,517 468,369
‘Cash and balances in ouvrem and other accounts. - - - * - - -1 442,497,379 - Number of loans disbursed during the year 572,393 512,773
Balance in deposit accour 502,733,675 % ¥ ® »| B 502,733675 = 4100%106.25% Average number of active borrowers for the year 494,443 438690
Lending to financial mmxms 2,383,352,710, - - - - -| 2383352710 - 60%10615%
Investments. 1,847.825,070 x - - - -| 1847825070 = 631%10775% RZ°15 RZDI‘
Advances 16,901,192,118 | 345339457 - - - - | 17,246,531,575 = 85% 1032% upees lupees
Other assets - . - . . o -|[ 3248312049 ¥ - Microcredit portfolio
J1635,103573 | H5339457 E = : - 21080423030 4650809628 26671252658 Micocredit advances ’G(QW"‘@ Gross 17,389,636,425 12,225321,747
Totaldisbursements for the yea 20391506238 14,507,439,552
Finandal labiities:
Deposis and other accounts R - T2.189,562716 | [ 3394164413 50%1014% Portfolio Quality
Borrowings 95 915,100,908 725,100,909 589,397,392 - 511%1011.94% Portfolio at risk. 337,992,863 169,992,999
Oherfebifis -|| 1270731541 = Portfolio witten off 191,161,383 127,783,264
12093359639 2686311908 2,148,958,180 725100&)9 426229472 - _18079.960,108 _ 4664,895,954 22744856062 Loan loss reserve. 220,351,695 132413034
On balance sheet gap 9541,743934  (2,340972,451) (2,148958,180)  (725,100909)  (426,229,472) - 3900482922 25913,674 3926,39,596 Average loan sizes.
Unrecognized:
Ot blanea et 517 P DESE Un050 I o i e R ggﬁ;{’rgﬁg@“ e et
o LY, RS il e - 20080 ' Information about the Bank's assets/ liabilties
The Bank's exposure to interest rate risk and the effective rates on its financial assets and liabilities as at December 31, 2014 are summarized as follows: Total assets 26/696,346,149 16,692,433678
Current assets 25583292200 16,194,707,314
Finandal assets: Fed assets 548,979,304 322,919,608
Cash and balances in mvrem and other accounts - - - - - - -|[ 1015266357 |[ 1015266357 2 Average total assets 21,694,389914 14991045110
Balance in deposit ac 39070324 . - « . o sz .|| “3907032| 600%tw0800% Curtent fabifies 16,598,515,344 9838538572
Lenting o foncel itons 417,604,032 - - - - -| a0z 417604032 95 Bank's equity 3934402581 3,285461,348
Investments 836,886,573 > ” * 2| b= 836,886,573 836886573 | 968%10996%
Advances 12082,04138| 23814988 - - - -| 12105839126 12105839126 10% 3% @ FINANCIAL RATIOS
Other gssefs. : e = 5 : = - 2,277,767,266 : Sustainability/ Profitability
BB 06 | BAE 5 & - = TIRA00E  3050B65 66045678 Retumn on equty i 2024% iaki%
Financial abiltes: Adjusted return on equity 412 18.24% 1493%
Deposits and other accounts 547639607 450557,000 - - | 6227,29607 6009% t0 14.00% Return on assets a3 37% 373%
Borowings 6220480| 1,048729.480 33720480 | 363729480 | 363720472| 3729876872 653%101196% Adjusted return on assets 414 3.03% 301%
Other kabiiies : 2 5| . . Operational sef sufficiency a1s 127.80% 12665%
6,502,969,087  1,499,286,480 863,729,480 363,729,480 363,729,480 363729472 957,173479 I Finandial self sufficency 416 126.00% 123.00%
Onblance et g 6BTL615980 (1475471492) (663729480 (363179480 (6379480 (63729470 3402106576  (156098967) 3786127609 Profit margin a7 2175% 2104%
Unrecognized:
Commiments - - - - - - - _ (2720212) _ (2720212) Note 2015 2014
Offizalance sheetgap CBTZ515080 (I AT5ATIA0 6310000 B3 20re) Ui AE) G ATl 3R _ (188819,179) _ 3253A01397 -
g Asset/ Liability Management
362 Marketrisk Level 3: based on valuation techniques whereby allinputs having a significant effect on the far value Current raio a8 154 165
Market price risk is the risk that the fair value of a finandal instrument will fluctuate due to changes in are not observable market data. Yield on gross loan portfolio a19 2974% 2983%
the prices of individual securities. The Banks investments comprises of available for sale (AFS) “The following table provides the fair value measurement hierarchy of the Bank's assets and labilies. Yield gap 41.10 1241% 992%
portfolios. The objective of the AFS portfolio is to make short-term capital gains, whilst \he AFS The valuation was carried at December 31, 2015. Fundmgexpense_lauo 4111 821% 767%
portiolio is maintained with a medium term view of earning both capital gains and dividen Sirificant “Hitareelstionship Cost-of-funds ratio. 4112 7.20% 7.26%
Product program manuals have been developed 10 provide guidelines on the objectives and pokces, 2015 Levelof
ks and igates, s and conols o the quiy portioics o the Bk Rupees hierarchy pinhi i dond G valle
S Portilio atrisk 4113
The Bank's interest rate expor and lending actiities. The Assets o 1 0k e S
Assets and Liability Management Committee of the Bank monitors and manages the interest rate risk Investments (note 10) from 30- 59 days 1.05% 047%
with the objective of limiting the potential adverse effect on the profitability of the Bank MutualFunds 300329820  Lewll Not appiicable Not appicable from 6089 daye b B
363  Concentration of credit risk MarketTioosy Sl _:%%‘% Erl Note * from 90 - 179 days 0.39% 0.16%
Credit risk s the rsk that one party to a financial instrument will fil to discharge an obligation and p T - N m over 179 days 0.15% 012%
cause the other party 1o incur a financialloss. The Bank is exposed to credit related losses in the event Note: Prices are derived from market cortoborated sources such as indices and yield curves; and Witeoffratio 4114 1.20% 121%
of non-performance by counter paries. matiix pricing Risk coverage ratio 4115 65.19% 7789%
The Bank seeks to manage the credit isk by attempting o diversiy the lending actiities to avoid Valdatioln tachiiegse ised & key Inpiuts Efficiency / Productivity
locations or actiites Revaluation rates for Tbills are contributed by money market brokers on daily basis and NAV/daily Operating epense rato .16 16.62% 18.10%
thiough credit appraisals, assessing the credit-worthiness of customers, A provision for potential loan prices announcement by mutual funds association of Pakistan. ot e borower (Rupesd 17 4001 2351
Voeses s ynainkained as teqUited: by the: kegubations. Further, e communty crganizations: ate During the reporting period there were no transfers into and out of level 3. Personnel productity 4118 170 179
structured in a way 10 exert social pressure on the borrowers to perform their cbligations. : Loan officer productivity 4119 42 518
Al R Cross qurrency swap agreements entered during the year have not been revalued at fair value as the Aierai dibiirsed Koar s (Ripesd 4120 35,625 28,202
264 Iquidity it SBF, vide BSD Circular letter No. 10, dated August 26, 2002 has deferred the applicability of poiegns el (;‘“ ; oz et e
Liquidity risk is the risk that the Bank wil encounter difficulty in raising funds to meet its net funding International Accounting Standard 39, Financial Instruments: Recognition and Measurement. R enng o s Hees L 4
requirements. The Bark attempts to manage this risk by having adequate credit lines in place and Subsequently, vide BSD Circubr letter No. 6 of 2007 dated September 06, 2007, the SBP further
maintaining sufficient liquidiy at branch level to meet anticipated funding requirements. As at year instructed the Banks/Dfis, that a5 implementation of 1AS 39 has been deferred, therefre, Banks D 411 Retur on equity (Rof) calculates the fate of return on the average equity for the year. RoE calculations
end, the Bank has. unavailed facilities cumulatively amounting to Rs, 1,750 million (2014: Rs. 300 should not implement IAS 39 in respect of particular segment of investments or any other category of are net operating income less taxes divided by average equity for the year.
milion). financial asets or iabiltes unti and unless SBP isues instructions for adoption of thesestandards by 41.2 Adjusted retur on equity s calculated on an adjusted basis 1o address the effects of subsidies,
365 Currency risk Banks/DFls. Had the derivatives been measured at fair value as at December 31, 2015, profit for the provision against non-performing advances and other items that are not in the Bank's net operating
o2 i i e akin o s cfa T 46 fear would have been lower by Rs, 14.130 million on account of unvealised loss based on fair value income.
urrency risk is the risk tha the fair value or future ca of a financialinstrument wil fluctuate i e i i
L i exchange tates. Curency ik arse in inancial intumens that arc confisnations etalied fiom coumerpariis o the sad tansactiors ) 413 Return on assets (RoA) measures how wel the Bank uses its total assets 0 generate returns. RoA
n foreign 4N \ other then the functonsl curtency in which they 371 The recondiiaion of the opening and closing fai vaue balance of level 1 and 2 financial instruments calculations are net operating income less taxes divided by average assets during the year.
are measured. e pvied below; 2015 2014 414 Adjusted return on assets is calculated on an adjusted basis to address the effects of subsidies,
During the year the Bank abtained foreign currency borrowings from ECO Trade and Development Rupees Rupees provision against non-performing adkances and other items that are not included in the Bank's net
Bank i o i h o 836,886,573 1,038,900,528 operatingincome.
United Bank Limited and JS Bank Limited. Additions during the year 3,370,361,700 2,802,684,800 a5 Ope:auunal self sufficiency measures huw well the Bank covers its costs 1hmugh operating revenues.
366 Interest rate risk Unvealsed far other 168,497 (4,755,555) In adiditic financial
Inerst i s the i tht th i value o fuure cosh flows of  nanci insirument il fucuate rpimert s orhe o ) ) ne “’[‘”‘a"“"
; i inandial Disposals Guring the year 2859,591700) _ (2,999,943,200) 2w i
becauseof changesin Interest rate eas Ui e T —emead M how well ts, taking into account a number of
periodic gap analysis, sensitivity analysis and stress testing and !aklng appropriate actions where ﬂdwﬂmmﬂﬂ 099'5‘"\9 revenues and expenses. The purpose of these adjustments is to model how
required. 38 RELATED PARTY TRANSACTIONS well the Bank covers its costs if its operations were unsubsicized and was funding its expansion with
3y i commercialcost labiltes
Interest rate of the Bank's financial assets and finanial liabilities as at December 31, 2015 can be The Bank's related president, direct utives, shareholde it hi "
evaluated from the schedule given in note 36.1 to these financial statements. the directors are able p yfund. The detailof Bank's 417 Profit margin measures the percentage of operating revenue that remains after allfinancial,loan loss
" . ial I shareholders is given in note 18.2.1 while remuneration of president, directors and executives is provision and operating expenses are pai
B87;  [FAlRVlUGR inandsl arne disclosed in note 34 10 the financial statements. Detal o transactions during the year and balences 418 Currentratio ol s Berkaies of it d abiles,
of al financial the g outstanding at the year end are as follows: N §
theis flr valies, Fa value s Getermined on the basisof objective evidence at each reporting date. The 419 Yield on gross loan portfolio indicates the gross loan portfolio’s abilty to generate cash financial
firancll i Vit ot e, st s crtd ot ot ol s e o 2015 2014 revenue from interest, fees and commission. It does not include any revenues that have been accrued
impaitment. The canying amount of other X X Rupees Rupees but not paid in cash, or any non-cash revenues in the form of post-dated cheques, seized but unsold
o vales Transactions during the year colateral, ete.
- with shareholders . .
The fair value of financial liabiltes for disclosure purposes is estimated by discounting the future Lending to finandal nsttution 5971,000,000 saa3000000 4110 Yield gap compares revenue actually received in cash with revenue expected from microcredit
contractual cash flows at the current market interest rate that is availzble to the Bank for similar Repayment of lending 0 pls A 6403,000,000 582,049,008 advances.
financialinstruments. Investments made curing the year 911,000,000 1806000000  41.11  Funding-expense ratio shows the blended interest rate the Bank is paying 1o fund its financial assets.
368  Operationalrisk Bomowings 832,250,000 2271000000 This ratio can be compared with yield on the gross microcredit advances to determine the interest
. Repayment of borowings 425,000,000 1,771,000,000 margin.
Operational risk is the risk of loss resulting from inadequate: or failed internal processes, peaple and ' & s durng R " 200,000,000 ) -
systems or from external events. Ir(“"w":‘ g the yes 000, #4142 Costof-funds ratio gives a blended interest rate for all of the Bank's funding liabilities. Funding
lisbilities do notinclude i i oo fhoid sessts.
The nsk depanmem is primarily responsible for the ovemgm of operational sk mangement acoss Interest income on deposit account bark belances 1301516 1,260,673 i
the Bar framework of th Interest income on lending to finandia institutions 37265578 7120224 4113 Portfolio at risk ratio is the most accepted measure of portiolio qualiy. Portfolio at risk is the
Managemem Policy and Procedures, while the \mplememanon is supported by an operational risk Grant received 971,415 - outstanding amount of all loans that have one or more instalments of principal past due by certain
management systsm and deignated operational ik coocnatos within difrent unis across he Expenses number of days. Rescheduled loans are akso included in the calculation, if any.
Bank. The framework isin fine instages Interest expense on borrowings: 86,150,190 15809922 41.14  Wite-off ratio represents the percentage of the Bank's microcredit advances that have been removed
and pemis the overall approach to evolve in response o organizational learning and future Bank char 67,35 530,365 from the balance of the gross microcredit advances because they are unlikely t0 be repaid,
requirements. ) i’;’;"’"ﬁ banking e i ‘ﬁgﬁ'g‘z‘g gggg?zi 4115 Risk coverage ratio shows how much of the portiolio at riskis covered by the Bank's provision against
Loss data, collected through a well defined program, is evaluated and processes are reviewed for L ﬁ""‘;“:’"‘“‘ B Fas /653, non-performing advances. It is an indicator of how prepared the Bank is to absorb loan losses in the
improvements in mitigation techniques. Periodic workshops are conducted for Risk & Control Self ranchless banking service commission X0L2 ) worst case scenario.
Assessment and key risk exposures are identlfied and assessed against existing controls 1o evaluate - with defined benefit plan " " "
S < e 3 4116 Operating expense ratio is the most commonly used efficiency indicator for Microfinance Banks, It
g-’:ézgsmem opportunitie.Key Rik \nd-ca:;s;l:l; als defne for moritoring o sk exposures. New Consuten o gty ond 53351580 38536763 el B kel et i
3 - wit . -
Do Etamentiton e e tspe . easoo 4117 st per bortwier prvices @ mesingf messreof eficeny o the Bk, by detarining the
Business Continuity Plans have been implemented across the Bank, clearly defining the roles and Income charged to MSDF 129,391,600 159,546,400 average cost of maintaining an active borrowe
responsibilities of respective stakeholders, and mvenng recovery strategy, IT and s(m((ura\ ba(kups, Balance written off 85,771,400 - 4118 Personnel productivity measures the overall pmdumvlly of total Bank's human resources in managing
scenario and impact analyses and tesing direct g policy has I i yearend dients loan balance and are g to the financial revenue of
20 o kS it Wi Such eengements - with shareholders the Bank.
Balances with banks 75,126,413 193,978,492 e
37 FAIRVALUE MEASUREMENT e B g 3 Aroone 4119 Laanoffcerproducivity measures the average case load of each loan oficer
Fair value is the amount for which an asset (ould be ex(hanged or I»abxlny settled, between Investments Bl L 4120 Average disbursed loan size measures the e loan size that i disbursed to-clients.
knowledgeable willng parties in an arm's length 1 . Consequently, differences can arise Interest receivable on lending to financial intiutionss - 108648 4121 by dient, which
between carrying values and fair value estimates. Branchless banking services commission payable 1852382 2 may be significanty less than the ave.agemswsed loanssize.
Underying of fair ot the Bank is any Eamvog: 997430000 02000 a CORRESPONDING FIGURES
intention or requirement |o curtail ma(ervally the scale of us operations o to undertake a transaction Interest payable on borrowings 25,440,756 14,892,740
idiiliag Corresponding figures have been rearranged and reclassified, wherever necessary for the purposes of
R i e « - - with defined benefit plan comparison and for better presentation. However, no significant reclassification has been made during
e are e e maketprices prevalingat he Balance payable to gratuity fund 80,568,150 65,132,259 the year.
iis not considered to be significantly different from book values as the items are either short-term in - with key management personnelinfcuding President 8 DATE OF APPROVAL i
nature o periodically repriced. v~ ot 41,211,905 749840 These financal statements were approved by the Board of Directors of the Bank in their meeting held
Set out below i ory of carryi i values of the Bank d Other assets - boans and advances to employees 9,826,019 13,638,762 on February 25, 2016.
liabiliies, that are cartied in the statement of the financial position Deposits 12,153,398 - 4 GENERAL
Canying amount Fair Value - with others B e
A = ptions as prescribed by BSD circular No. 11 dated December 30, 2003 which have nil
215 2014 2015 201 Recshatle fom MSOF SIGMAME I TREe balances, have not been reproduced in these financial statements,
Rests Rupees Rupees 39 CAPITAL RISK MANAGEMENT 442 Figures have been rounded off to the nearest rupee.
Avalatie for sale secutes “The Banks objectives when managing it capital are:
Investments (note 10) 1,347.825,070 836,886,573 1,347,825,070 836,886,573

e managerent assessed that the cash, deposits, other assets and other it
fa e B largely due to the short-term maturites of these instruments.

Fair value hierarchy

Inemetonsl fnancl Regeriig Sardand (93 13, e Vel Mesmrement eyl the Fund
clasify fair t reflct theinputs
used in making the measurements, o rane Tierarchy has the fonmng levels:

The Bank uses the !o]luwmg hierarchy for determining and disclosing the fair value of the assets and
liablities by valuation mett

ies approximate their

Level 1: based on qucted (unad]uswd) prices in active markets for identical assets or liabilities.

Level 2: techniques whereby all ificant effect on the fair value
e chsevsle, sier deecty o tecty s cices que\ed prices for identical or similer assets or
liabiliies in markets that are not so much actively tra

2) To comply with the capital requirements set by the SB:

b) To safeguard the Bank bilty to continue as a going concen 5o that t can continue to provide:
returns for shareholders and benefits for other stakeholders; and

) Tomaintain a strong capital base 1o support the development of it business.

Capital requirements applicable to the Bank are set out under the Regulations. These requirements are

put in place to ensure sufficient solvency margins. The Bank manages its cepital requirement by

g s cpllsrciure o ecuired ol el o e b Cuerty henk hs

up capitalof Rs. 1.7 billon. 1

billon. The Bank has maintained capital adequacy ratio in accordance with Regu!ahen Now 1w

states that the Bank shall maintain capital equivalent to at least 15% of its risk-weighted assets.

“The Bank will continue to maintain the required regulatory capital either through its risk management

strategies or by increasing the capital in line with the business and capital needs.

S
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