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Chartered Accountants
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Islamabad, Pakistan

Telephone 92 (51) 282 3558, Fax 92 (51) 282 2671

INDEPENDENT AUDITORS’ REVIEW REPORT

To the members of U Microfinance Bank Limited
Report on review of Interim Financial Statements
Introduction

We have reviewed the accompanying condensed interim balance sheet of
U Microfinance Bank Limited as at 30 June 2019 and the related condensed
interim profit and loss account, condensed interim statement of
comprehensive income, condensed interim statement of changes in equity,
and condensed interim cash flows statement, and notes to the financial
statements for the six months' period then ended (here-in-after referred to
as the “interim financial statements”). Management is responsible for the
preparation and presentation of these interim financial statements in
accordance with accounting and reporting standards as applicable in
Pakistan for interim financial reporting. Our responsibility is to express a
conclusion on these financial statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on
Review Engagements 2410, “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity”. A review of interim
financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and
other review procedures. A review is substantially less in scope than an audit
conducted in accordance with International Standards on Auditing and
consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to
believe that the accompanying interim financial statements are not prepared,
in all material respects, in accordance with the accounting and reporting
standards as applicable in Pakistan for interim financial reporting.

KPMG Taseer Hadi & Co., a Parinership firm registered in Pakistan and a member firm of the KPMG network of
independent member firms affiliated with KPMG International Cooperative ("KPMG International”), a Swiss entity.
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Other matter

The figures for the quarter ended 30 June 2019 and 30 June 2018 in the
condensed interim profit and loss account and the condensed interim
statement of comprehensive income have not been reviewed and we do not
express a conclusion on them.

The engagement partner on the engagement resulting in this independent
auditors’ review report is Riaz Pesnani.
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KPMG Taseer Hadi & Co.
Islamabad
17 July 2019



U Microfinance Bank Limited

Condensed Interim Balance Sheet (Un-audited)
As at 30 June 2019

(Un-audited)
30 June 2019

(Audited)

31 December 2018

(Rupees)

1,457,386,758
11,027,311,074

1,967,824,071
17,019,838,156
754,499,905
2,523,062,846
41,654,400

34,791,577,210

20,534,770,395
6,010,000,000
4,599,640,000
838,664,403

Note (Rupees)
ASSETS
Cash and balances with SBP and NBP 6 1,362,221,889
Balances with other Banks/ NBF1s/ MFBs 7 9,476,543,375
Lending to financial Institutions -
Investments - net of provisions 8 1,988,157,018
Advances - net of provisions 9 18,919,507,258
Operating fixed assets 10 3,005,508,265
Other assets 11 3,326,670,705
Deferred tax asset 12 65,829,463
Total Assets 38,144,437,973
LIABILITIES
Deposits and other accounts 13 20,080,703,548
Borrowings 14 7,380,000,000
Subordinated debt 15 4,599,520,000
Other liabilities 16 3,013,752,080
Deferred tax liabilities -
Total Liabilities 35,073,975,628
NET ASSETS 3,070,462,345

31,983,074,798

2,808,502,412

REPRESENTED BY:

Share capital 2,285,714,290 2,285,714,290
Discount on issue of share capital (25,714,290) (25,714,290)
Statutory and general reserves 178,914,625 178,914,625
Depositors' protection fund 44,728,656 44,728,656
Unappropriated profit 588,239,063 324,888,330 _
Share capital 3,071,882,344 2,808,531,611
Surplus / (Deficit) on revaluation of assets (1,419,999) (29,199)

Deferred grants =

Total Capital 3,070,462,345

MEMORANDUM / OFF-BALANCE SHEET ITEMS 17

The annexdd notes from 1 to 30 form an integraNpart of these condensed interim financial statements.

2,808,502,4E§E‘W

E{ESIDE / CHIEF EXECUTIVE CHAIRMAN DIRECTOR
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DIRECTOR



U Microfinance Bank Limited

Condensed interim profit and loss account (Un-audited)

For the half year ended 30 June 2019

Quarter ended Half year ended
30 June 2019 30 June 2018 30 June 2019 30 June 2018
Note (Rupees) (Rupees) (Rupees) (Rupees)
Mark-up / return / interest earned 18 1,786,612,063 1,025,872,864 3,431,076,506 1,964,775,164
Marl-up / return / interest expensed 19 (916,270,089) (382,444,940) (1,781,223,981) (727,194,785)
Net mark-up / interest income 870,341,974 643,427,924 1,649,852,525 1,237.580,379
Provision against non-performing loans and advances 9 (149,780,224) (50,592,428) (291,499,411) (86,637,120)
Provision for diminution in the value of investments - 3 - %
Bad debts written off directly w 2 & =
Net mark-up / interest income afier provisions 720,561,750 592,835,496 1,358,353,114 1,150,943,259
NON MARK-UP / NON INTEREST INCOME
I'ee, commission and brokerage income 20 163,174,368 143,483,707 358,716,093 269,862,838
Dividend income = 5 & -
Other income 21 3,334,308 4,377,236 | 4,763,157 6,885,552
Total non-markup / non interest income 166,508,676 147,860,943 363,479,250 276,748,390
887,070,426 740,696,439 1,721,832,364 1,427,691,649
NON MARK-UP / NON INTEREST EXPENSES )
Administrative expenses 22 (735,889,697) (543,310,965) (1,370,300,925) (1,019,276,304)
Other provisions / wrile offs “ = = -
Other charges - | < = S
Total non-markup / non interest expenses (735,889,697) (543,310,965) (1,370,300,925) (1,019,276,304)
Extra ordinary / unusual items - - - -
PROFIT BEFORE TAXATION 151,180,729 197,385,474 351,531,439 408,415,345
Workers welfare [und (WWF) (3,024,801) 3,947,709 (7,031,815) 8,168,307
148,155,928 193,437,765 344,499,624 400,247,038
TAXATION
Current (42,378,103) (61,207,692) (103,230,771) (131,101,624)
Prior years - - (1,513,184) 496
Deferred 6,722,030 6,176,181 23,595,064 13,278,238 |
23 (35,656,073) (55,031,511) (81,148,891) (117,822,890)
PROFIT AFTER TAXATION 112,499,855 138,406,254 263,350,733 282,424,148
Unappropriated profit brought forward 475,739,207 176,167,360 324,888,330 32,149,466
Less: Other comprehensive income - - - -
Profit available for appropriation 588,239,063 314,573,614 588,239,063 314,573,614
APPROPRIATIONS:
Transfer to:
Statutory reserve - L - =
Capital reserve - - - ¥
Contribution to MSDF/ DPF/RMF - - - =
Revenue Reserve - - & .
Proposed Cash dividend Rs.  per share - - - -
UNAPPROPRIATED PROFIT CARRIED FORWARD 588,239,063 314,573,614 588,239,063 314,573,614
EARNINGS PER SHARE 27 0.49 0.61 1.15 Ijﬁﬁu
The annexed noles from 1 to 3046rm an integral part of the$¢ condensed interim financial statements, .
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U Microfinance Bank Limited

Condensed interim statement of comprehensive income (U n-audited)
For the half year ended 30 June 2019

Quarter ended Half year ended
30 June 2019 30 June 2018 30 June 2019 30 June 2018
Rupees Rupees Rupees Rupees
Profit for the period 112,499,855 112,620,238 263,350,733 263,350,736
Other comprehensive income for the period - - = .
Comprehensive income for the period transferred to equity 112,499,855 112,620,238 263,350,733 263,350,736
Components of comprehensive income for the period not transferred to equity:
Items that may be reclassified to profit and loss:
Loss on revaluation of assets (1,480,133) (209,576) " (2,461,541) (163,960)
Loss on revaluation of assets transferred to profit and loss 371,333 194,661 490,741 237,280
Related tax impact 554,480 121,439 580,000 21,996
(554,320) 106,524 (1,390,800) 95,316

Total comprehensive income for the period 111,945,535 112,726,762

The annexed notgs ffom 1 to 30 forfh an integral part ol\these condensed interim financial statements.

e
PRESIDENT / CAIEF EXECUTIVE CHAIRMAN DIRECTOR
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U Microfinance Bank Limited
Condensed interim cash flow statement (Un-audited)
For the half year ended 30 June 2019

CASH FLOW FROM OPERATING ACTIVITIES Note

Profit before taxation
Less: Dividend income

Adjustments for non-cash charges

Depreciation 10.3
Amortization 10.4
Provisions against non-performing advances 9.3
Advances written off against provision 9.3
Provision for gratuity 22

Gain on sale of fixed assets
Operating fixed assets written off
Finance charges on leased assets

Increase in operating assets
Advances
Other assets (excluding advance taxation)

Increase/ (decrease) in operating liabilities
Bills payables
Deposits and other accounts
Other liabilities (excluding current tax, bills payable
finance lease and provision for gratuity)

Net cash (used in) / generated from operations

Payments against provisions held against off-balance sheet obligations
Gratuity paid
Income taxes paid

Net cash (used in) / generated from operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Net investments in available for sale securities - Government securities
Net investments in term deposits receipts

Investments in operating fixed assets

Sale proceeds of property and equipment disposed-off

Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES

Payments of subordinated loan

Borrowings obtained during the year
Borrowings repaid during the year
Payments of lease obligations

Issuance of shares

Net cash generated from financing activities

Net (decrease) / increase in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the eriod 6&7

The annexed noles from 1 to 30 for:

CHAIRMAN

PRESIDENT#CHIEF EXECUTIVE

30 June 2019

30 June 2018

(Rupees) (Rupees)
344,499,624 400,247,038
344,499,624 400,247,038

F 72,232,052 48,844,522
11,134,789 8,316,104
291,499,411 86,637,120
(169,689,981) (28,846,717)
15,598,044 7,296,840
(59,290) “
. 142,422
| 1,177,052 92,227 |
221,892,077 122,482,513
566,391,702 522,729,551
(2,021,478,532) (2,822,914,039)
(828,404,600) (487,022,094)
4,080,233 15,308,391
(454,066,847) 3,053,266,807
529,635,545 22,846,038
(2,770,234,201) (218,514,897)

(2,203,842,499)

304,214,654

(22,121,658) (6,431,118)
(43,357,203) (151,813,299)
(2,269,321,360) 145,970,237
(22,292,947) 599,560,132
2 (520,000,000)
(721,305,031) (229,912,795)
59,290 - |
(743,538,688) (150,352,663)
(120,000) (240,000)
1,800,000,000 1,035,164,995
(430,000,000) (180,000,000)
(2,952,520) (125,449)
" 1,000,000,000
1,366,927,480 1,854,799 546
(1,645,932,569) 1,850,417,120
12,484,697,832 1,359,051,938
10,838,765,264 3,209,469,058

an integhgl part of these condensed interim financial statements, \

AT
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DIRECTOR

DIRECTOR
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U Microfinance Bank Limited
Notes to the Condensed Interim Financial Statements (Un-audited)
For the half year ended 30 June 2019

1

3:1

3.2

STATUS AND NATURE OF BUSINESS

On 30 August 2012, Pakistan Telecommunication Company Limited (PTCL) acquired 100% shareholding of Rozgar

Microfinance Bank Limited, incorporated in Karachi on 29 October 2003 under the repealed Companies Ordinance, 1984
(now Companies Act, 2017), and its name was changed to U Microfinance Bank Limited (the Bank) with effect from 07
December 2012, On 31 January 2013, the Bank was granted license by State Bank of Pakistan (SBP) for commencement of
nationwide microfinance banking operations,

On 11 July 2013, approval for the nationwide commercial launch of Branchless Banking Services (BBS) was received from
SBP. The Bank commenced commercial operations of BBS on 23 July 2013.

The Bank's principal business is to assist in stimulating progress, prosperity and social peace in society through creation of
income generating opportunities for the small entrepreneur under the Microfinance Institutions Ordinance, 2001, The Bank
also provides branchless banking services. The Bank's head office and the principal place of business is located at Jinnah
Super market, F-7 Markaz, Islamabad, Pakistan,

The credit rating company JCR-VIS assigned the long-term entity rating of the Bank at "A" and short term rating at "A-1",

BASIS OF PRESENTATION

The financial information has been presented in accordance with the requirements of format prescribed by SBP Banking
Supervision Department (BSD) Circular number 11 dated 30 December 2003,

STATEMENT OF COM PLIANCE

These condensed interim financial statements have been prepared in accordance with the accounting and reporting standards
as applicable in Pakistan for interim financial reporting, The accounting and reporting standards as applicable in Pakistan for
interim financial reporting comprise of:

- International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International Accounting Standards
Board (IASB) as notified under the Companies Act, 2017,

- Microfinance Institutions Ordinance, 2001 (the MF1 Ordinance);
- Directives issued by the Securities and Exchange Commission of Pakistan (SECP) and State Bank of Pakistan (SBP); and

- Provisions of and directives issued under the Companies Act, 2017,

The State Bank of Pakistan (SBP) has deferred the applicability of International Accounting Standard (IAS) 39, 'Financial
[nstruments: Recognition and Measurement' and International Accounting Standard (IAS) 40, 'Investment Property' for
Banking Companies in Pakistan through BSD Circular Letter 10 dated August 26, 2002 til] further instructions, Further, SBp
is still considering the date of implementation of IFRS 9 Financial Instruments' for Banks / DFIs / MFBs. Moreover, the
SECP has deferred the applicability of International Financial Reporting Standard (IFRS) 7 'Financial Instruments:
Disclosures' through its notification S.R.0 411(1)/2008 dated April 28, 2008, Accordingly, the requirements of these
standards have not been considered in the preparation of these financial Statements. However, investments have been
classified and valued in accordance with the requirements prescribed by the SBP through various circulars.

comprehensive income, condensed interim cash flow statement and condensed interim statement of changes in equity are
stated from unaudited condensed interim financial statements for the six months period ended 30 June ZUIS.W



U Microfinance Bank Limited
Notes to the Condensed Interim Financial Statements (Un-audited)
For the half vear ended 3 0June 20719

4

3,1

5.2

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

these estimates,

The significant judgements made by management in applying the Bank’s accounting policies and the key sources of
estimation uncertainty were the same as those described in the last annual financial statements, except for the new significant
Jjudgements related to application of IFRS 15, lessee accounting under IFRS 16 which are described in Note 5.2 and changes
in estimates that are required in determining the provision for income taxes. Taxes on income in the interim period are
proportionately accrued using the tax rate that would be applicable to expected total annual profit and loss account.

MEASUREMENT OF FAIR VALUES

When measuring the fair value of an asset or a liability, the Bank uses market observable data as far as possible. Fair valueg
are categorised into different levels in a fajr value hierarchy based on the inputs used in the valuation techniques as follows.

Level I: quoted prices (unadjusted) in active markets for identical assets or liabilities,

Level 2: inputs other than quoted prices included in Level | that are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs),

If the inputs used to measure the fair value of an asset or a liability might be categorised in different levels of the fair value
hicrarchy, then the fair value Mmeasurement is categorised in its entirety in the same level of the fair value hierarchy as the
lowest level input that s significant to the entire measurement.

The Bank recognises transfers between levels of the fair value hierarchy at the end of the reporting period during which the
change has occurred.

All financial assets are categorized in level 2 and there were no transfers between levels during the period / year. There were
no changes in valuation techniques during the period / year. The Bank has not disclosed the fair values of all other financial
assets and liabilities as their carrying amounts are reasonable approximation of their fair values.

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES AND FINANCIAL RISK MANAGEMENT

Except as described below, the accounting policies applied in these interim financial statements are the same as those applied
in the last annual financial statements (the policy for recognising and measuring income taxes in the interim period is
described in Note 4),

The changes in accounting policies are also expected to be reflected in the Bank’s financial statements as at and for the year
ending 31 December 2019,

The Bank has initially adopted IFRS 15 Revenue from Contracts with Customers (see 5.1) from 01 January 2019 and IFRS
16 Leases (see 5.2) from 30 June 2019 . A number of other new standards are effective from 01 January 2019 but they do not
have a material effect on the Bank’s financial statements,

IFRS 15 Revenue from Contracts with Customers

The Bank has adopted the requirements of IFRS 15 ‘Revenue from contracts with customers’ from 01 January 2019 and a
number of interpretations and amendments to standards, which have had an insignificant effect on the financial statements of

the Banle.
IFRS 16 Leases
IFRS 16 introduced a single, on-balance sheet accounting model for lessees. As a result, the Bank, as a lessee, has recognised

right-of-use assets representing its rights to use the underlying assets and lease liabilities representing its obligation to make
lease payments. Lessor accounting remains similar to previous accounting policies!



U Microfinance Bank Limited
Notes to the Condensed Interim Financial Statements (Un-audited)
For the half year ended 30 June 2019

The Bank has applied IFRS 16 using the modified retrospective approach, under which the cumulative effect of initial
application is recognised in retained earnings at 30 June 2019. Accordingly, the comparative information presented for 2018
has not been restated — i.e. it is presented, as previously reported, under IAS 17 and related interpretations. The details of the
changes in accounting policies are disclosed below.

Definition of Lease

Previously, the Bank determined at contract inception whether an arrangement was or contained a lcase under IFRIC 4
Determining Whether an Arrangement contains a Lease. The Bank now assesses whether a contract is or contains a lease
based on the new definition of a lease. Under IFRS 16, a contract is, or contains, a lease if the contract conveys a right to
control the use of an identified asset for a period of time in exchange for consideration.

On transition to IFRS 16, the Bank elected to apply the practical expedient to grandfather the assessment of which
transactions are leases. It applied IFRS 16 only to contracts that were previously identified as leases. Contracts that were not
identified as leases under IAS 17 and IFRIC 4 were not reassessed. Therefore, the definition of a lease under IFRS 16 has
been applied only to contracts entered into or changed on or after 30 June 2019,

At inception or on reassessment of a contract that contains a lease component, the Bank allocates the consideration in the
contract to each lease and non-lease component on the basis of their relative stand-alone prices. However, for leases of
properties in which it is a lessee, the Bank has elected not to separate non-lease components and will instead account for the
lease and nonlease components as a single lease component.

The Bank leases many assets, including office buildings and motor vehicles.

As a lessee, the Bank previously classified leases as operating or finance leases based on its assessment of whether the lease
transferred substantially all of the risks and rewards of ownership. Under IFRS 16, the Bank recognises right-of-use assets
and lease liabilities for most leases — i.e. these leases are on-balance sheet.

However, the Bank has elected not to recognise right-of-use assets and lease liabilities of motor vehicles as these have a lease
term of 12 months. The Bank recognises the lease payments associated with these leases as an expense on a straight-line basis
over the lease term.

The Bank presents right-of-use assets within ‘operating fixed assets'. The carrying amounts of right-of-use assets are as below.

(Un-audited)
Rupees
Balance at 30 June 2019 1,780,789,011

The Bank presents lease liabilities in ‘other liabilities® in the condensed interim balance sheet.

Significant accounting policies

The Bank recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset is
initially measured at cost, and subsequently at cost less any accumulated depreciation and impairment losses, and adjusted for
certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Bank’s incremental
borrowing rate. Generally, the Bank uses its incremental borrowing rate as the discount rate.

The lease liability is subsequently increased by the interest cost on the lease liability and decreased by lease payment made. It
is remeasured when there is a change in future lease payments arising from a change in an index or rate, a change in the
estimate of the amount expected to be payable under a residual value guarantee, or as appropriate, changes in the assessment
of whether a purchase or extension option is reasonably certain to be exercised or a termination option is reasonably certain

not to be cxcrcised.w



U Microfinance Bank Limited
Notes to the Condensed Interim Financial Statements (Un-audited)
lor the half year ended 30 June 2019

52.2

Transition

Previously, the Bank classified property leases as operating leases under IAS 17. These include warehouse, branches, head
office and guest houses. The leases typically run for a period of 10 years. Some leases provide for additional rent payments
that are based on changes in local price indices.

At transition, for leases classified as operating leases under IAS 17, lease liabilities were measured at the present value of the
remaining lease payments, discounted at the Bank’s incremental borrowing rate. Right-of-use assets are measured at either:

their carrying amount as if IFRS 16 had been applied since the commencement date, discounted using the lessee’s incremental
borrowing rate at the date of initial application — the Bank has not applied this approach; or

an amount equal to the lease liability, adjusted by the amount of any prepaid or accrued lease payments — the Bank applied
this approach to all leases.

The Bank used the following practical expedients when applying IFRS 16 to leases previously classified as operating leases
under IAS 17.

Applied the exemption not to recognise right-of-use assets and liabilities for leases with less than 12 months of lease term.
Excluded initial direct costs from measuring the right-of-use asset at the date of initial application,
Used hindsight when determining the lease term if the contract contains options to extend or terminate the lease.

The Bank leases a number of items of leased vehicles. These leases were classified as finance leases under IAS 17, For these
finance leases, the carrying amount of the right-of-use asset and the lease liability at 30 June 2019 were determined at the
carrying amount of the lease asset and lease liability under IAS 17 immediately before that date.

Impacts on financial statements
Impacts on transition

On transition to IFRS 16, the Bank recognised additional right-of-use assets, namely property and additional lease liabilities.
Right of use assets have been measured at the amount equal to the lease liability, adjusted by the amount of prepaid lease
payments relating to the lease recognized in the condensed interim balance sheet as at 30 June 2019. The impact on transition
is summarised below.

(Un-audited)

30 June 2019
Rupees
Present value of the future lease payments 1,613,070,169
Prepayments reclassified as right of use assets 167,718,843
Right-of-use assets presented in operating fixed assets 1,780,789,012
Lease liabilities 1,613,070,169

When measuring lease liabilities for leases that were classified as operating leases, the Bank discounted lease payments using
its incremental borrowing rate of 14.07%.

(Un-audited)

30 June 2019
Rupees
Operating lease commitment at 30 June 2019 2,970,585,472
Discounted using the incremental borrowing rate at 30 June 2019 1,613,070,168

Impacts for the period

As a result of initially applying IFRS 16, in relation to the leases that were previously classified as operating leases, the Bank
recognised Rs. 1,780,789,012 of right-of-use assets and Rs. 1,613,070,169 of lease liabilities as at 30 June 2019,

As the date of initial application of IFRS 16 is 30 June 2019, accordingly, during the period depreciation on right of use asset
and interest cost on lease liability has not been recogniscd.w



U Microfinance Bank Limited
Notes to the Condensed Interim Financial Statements (Un-audited)
tor the half year ended 30 June 2019

6

6.1

8.1

8.2

(Un-audited) (Audited)

30 June 2019 31 December 2018
CASH AND BALANCES WITH SBP AND NBP Note Rupees Rupees
Cash in hand - Local currency 485,131,230 552,351,271
Local currency current accounts
Balances with State Bank of Pakistan (SBP) 6.1 876,314,473 904,260,639
Balances with National Bank of Pakistan (NBP) 776,186 774,848

1,362,221,889 1,457,386,758

This includes balance maintained with SBP to comply with the requirement of Prudential Regulations for Microfinance Banks
to maintain minimum cash reserve not less than 5% (2018: 5%) of the Bank’s time and demand deposits with tenure of less
than one year. This also includes Rs. 44,728,656 (2018: 44,728,656) maintained with SBP under Depositors' Protection Fund.

(Un-audited) (Audited)
30 June 2019 31 December 2018
BALANCES WITH OTHER BANKS/ NBFIs/ MFBs Note Rupees Rupees
[n Pakistan - Local currency
Current accounts 7.1 11,152,960 14,847,356
Savings accounts 7.2 3,865,390,415 1,112,463,718
Term deposit receipts 7.3 5,600,000,000 9,900,000,000
9,476,543,375 11,027,311,074

This includes Rs. 7,425,000 (2018: Rs. 7,425,000) placed under lien with a bank in respect of standby letter of guarantee
issued to Union Pay International.

Deposit accounts carried interest at rates ranging from 6.5% to 13.80% (2018: 5.5% to 12.15%) per annum,

This represents Term Deposit Receipts (TDRs) carrying interest ranging from 10.75% to 14% (2018: 10.75% to 13%) per
annum having maturities between July 2019 to September 2019.

(Un-audited) (Audited)
30 June 2019 31 December 2018
INVESTMENTS - NET OF PROVISIONS Rupees Rupees '
Federal Government Securities
Available for Sale
Market Treasury Bills (T-Bills) 1,990,157,017 1,967,864,070
Unrealised loss on revaluation of investments (1,999,999) (39,999)
1,988,157,018 1,967,824,071
Less: Provision for diminution in value of investments - -
1,988,157,018 1,967,824,071

This represents market treasury bills having yield of 10.83% (2018: 10.28%) per annum and are maturing in July 2019.

(Un-audited) (Audited)
30 June 2019 31 December 2018
Revaluation of available for sale securities - net of deferred tax Rupees Rupees
Market Treasury Bills (T-Bills) (1,999,999) (39,999)
Related deferred tax effect 580,000 10,800
(1,419,999) (29,199)

In accordance with Regulation R-11, available for sale securities have been valued at market value and the resulting surplus is
kept in a separate account titled 'surplus / (deficit) on revaluation of assets' through statement of comprehensive income.w
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U Microfinance Bank Limited
— Notes to the Condensed Interim Financial Statements (Un-audited)
Lor the half year ended 30 June 2019

i (Un-audited) (Audited)

30 June 2019 31 December 2018
11 OTHER ASSETS Note Rupees Rupees

Income / mark-up accrued 2,574,744,456 1,826,626,488
Advances, deposits and other prepayments 272,800,040 330,064,031
= Advance tax - net 2 24,796,741
Inventory of ATM cards & stationery 13,744,810 7,568,722
Advance to employees 11.1 7,160,683 11,732,575
1 Receivable from SBP against crop and livestock insurance 11.2 400,527,370 269,805,856
Others 57,693,346 52,468,433

3,326,670,705 2,523,062,846

11.1  These represent loans to staff and executives of the Bank for a maximum period of 60 months. These are secured against the
retirement benefits of employees. None of the individual advances is over one million.

I1.2  This represents the amount receivable from SBP in respect of insurance premium paid by the Bank for livestock and crop
loans under AC&MFD circular no. 01 0of 2013 dated 01 November 2013.

(Un-audited) (Audited)
R 30 June 2019 31 December 2018
12 DEFERRED TAX ASSET Rupees Rupees
- Deductable temporary differences arising in respect of
Provision against advances 94,892,331 55,459,486
Deficit on revaluation of available for sale securities 580,000 10,800
- Remeasurements of employees’ retirement benefits 2,161,351 2,012,293
Lease finance facilities 4,950,351 5,357,705
102,584,033 62,840,284

Taxable temporary differences arising in respect of

Accelerated tax depreciation / amortization allowance (36,754,570) (21,185,884)

65,829,463 41,654,400
I (Un-audited) (Audited)
30 June 2019 31 December 2018
" Number of Amount Number of Amount
accounts Rupees accounts Rupees
13 DEPOSITS AND
— OTHER ACCOUNTS
Fixed deposits 2,570 11,317,295,003 2,316 12,243,825,791
_ Saving deposits 11,744 7,270,541,748 10,902 6,208,685,764
Current deposits 673,209 1,492,866,797 608,030 2,082,258,840
687,523 20,080,703,548 621,248 20,534,770,395 »

)



U Microfinance Bank Limited
Notes to the Condensed Interim Financial Statements (Un-audited)
For the half year ended 30 June 2019

14.1

14.2

14.3

14.4

14.5

14.6

(Un-audited) (Audited)

Note 30 June 2019 31 December 2018
BORROWINGS
Borrowings from Banks / Financial Institutions in Pakistan:
Secured
Pak Oman Investment Company Limited 14.1 - 100,000,000
Bank Alfalah Limited 14.2 60,000,000 120,000,000
United Bank Limited 14.3 20,000,000 40,000,000
Allied Bank Limited 14.4 1,000,000,000 1,250,000,000
Faysal Bank Limited 14.5 1,000,000,000 1,000,000,000
Allied Bank Limited - I1 14.6 2,000,000,000 2,000,000,000
NBP-Running Finance 14.7 500,000,000 500,000,000
Faysal Bank Limited - I1 14.8 1,000,000,000 1,000,000,000
Bank of Punjab- Running Finance 14.9 100,000,000 -
Bank of Punjab 14.10 200,000,000 -
State Bank of Pakistan 14.11 1,500,000,000 -

7,380,000,000 6,010,000,000

This represent outstanding balance of term finance loan of Rs. 500 million carrying markup of 6-months KIBOR plus 2.0%
(2018: 6-month KIBOR plus 2.0%) per annum payable semi-annually. This was secured against first pari passu charge on
present and future advances of the Bank with 25% margin over facility amount and post dated cheques of principal
repayments. This loan was repayable in 5 equal semi-annual instalments of Rs. 100 million each. Repayments started from
April 2017,

This represent outstanding balance of term finance loan of Rs. 300 million carrying markup of 6-months KIBOR plus 1.5%
(2018: 6-month KIBOR plus 1.5%) per annum payable semi-annually. This is secured against first pari passu charge on
present and future advances of the Bank for Rs. 400 million registered with SECP and State Bank of Pakistan guarantee
through SBP Microfinance guarantee facility covering 60% loss sharing on pricipal amount disbursed. This loan is repayable
in 5 equal semi-annual instalments of Rs. 60 million each. Repayments started from September 2017.

This represents outstanding balance of term finance loan of Rs. 100 million carrying markup of 6-months KIBOR plus 1.5%
(2018: 6-month KIBOR plus 1.5%) per annum payable semi-annually, This is secured 100% against first pari passu charge
on present and future current assets of the Bank with 25% margin as well as assignment on revenue, charge amount of Rs.
133.33 million. This loan is repayable in 5 equal semi-annual instalments of Rs. 20 million each. Repayments started from
December 2017,

This represents outstanding balance of term finance facility under syndicate financing through Allied Bank Limited of Rs.
1,500 million carrying markup of 6-months KIBOR plus 1.10% (2018: 6-month KIBOR plus 1.10%) per annum payable
semi-annually. These are secured against first pari passu charge over all present and future assets of U Microfinance Bank
Limited with 25% margin. This loan is repayable in 6 equal semi-annual instalments of Rs. 250 million each. Repayments
started from September 2018,

This represent term finance loan of Rs. 1 billion carrying markup of 6-months KIBOR plus 1% per annum (2018: 6-Months
KIBOR plus 1% per annum) payable semi-annually. These are secured against first pari passu charge on book debts,
advances and receivable of U Microfinance Bank Limited with 25% margin and Microfinance Credit Guarantee Facility
from State Bank of Pakistan at 25%. This loan is repayable in 8 equal semi-annual instalments of Rs. 125 million each
commencing from September 2019,

This represents term finance facility under syndicate financing through Allied Bank Limited of Rs. 2 billion carrying markup
of 6-months KIBOR plus 0.95% per annum (2018: 6-Months KIBOR plus 0.95% per annum) payable semi-annually in
arrears. This is secured against first pari passu charge over all present and future assets excluding land and building of the
Bank but not limited to advances and investments beyond CRR and SLR requirements of the Bank with 25% margin.
Disbursement was initially made against a ranking charge which was upgraded to Ist pari pasu with in 120 days of first
disbursement. This loan is repayable in 06 equal semi-annual instalments with the first principal repayment falling due on
cighteenth (18th) month from the first disbursement date. The loan was drawn on 31 December 2018



U Microfinance Bank I.imited

Notes to the Condensed Interim Financial Statements (Un-audited)
For the half year ended 30 June 2019

14.7

14.8

14.9

14.10

14.11

15.1

15.2

This represents running finance facility through National Bank of Pakistan Limited of Rs. 300 million carrying markup of 3-
months KIBOR plus 0.75% per annum (2018: 3-Months KIBOR plus 0.75% per annum). This is secured against first pari
passu charge on all current and future book debts, advances and receivable of the Bank. The initial disbursement was made
against ranking charge which was upgraded to first pari passu charge within 120 days from date of disbursement. Markup is
repayable on quarterly basis from March 2019,

This represent term finance loan of Rs. 1 Billion carrying markup of 6-months KIBOR plus 0.75% per annum (2018: 6-
Months KIBOR plus 0.75% per annum). This is secured against first pari passu charge on book debts, advances and
receivables of the Bank for Rs. 1,333 million (25% margin). Initial disbursement on ranking charge will be upgraded to first
pari passu within 90 days from the date of this offer letter dated 21 December 2018. This loan is repayable in 6 semi-annual
instalments of Rs. 166.66 million each afier grace period of 01 year,

This represent running finance facility of Rs. 100 million carrying markup of 6-months KIBOR plus 0.85% per annum
(2018: Nil). This is secured against first pari passu charge on book debts, advances and receivables of the Bank for Rs.
133.34 million (25% margin).

This represent term finance loan of Rs. 200 million carrying markup of 6-months KIBOR plus 0.85% per annum (2018: Nil).
This is secured against first pari passu charge on book debts, advances and receivables of the Bank for Rs. 266.67 million
(25% margin). This loan is repayable in 4 semi-annual instalments of Rs. 50 million each after grace period of 06 months.

This represent term finance loan of Rs. 1,500 million carrying markup of 6-months KIBOR minus 1.0% for the tenor of five
years (2018: Nil). Markup is payable semi-annually from 30 June 2019. The target stated by SBP includes that the loan
should be disbursed to 60% female borrower, entity should disburse 25,000 loans and all loans disbursed should meet the
E&S guidiine issued by SBP. This loan is repayable as a bullet repayment after completion of 05 years from the drawdown
date.

(Un-audited) (Audited)
Note 30 June 2019 31 December 2018
SUBORDINATED DEBT
Term Finance Certificates 15.1 599,520,000 599,640,000
Subordinated loan PTCL 15.2 4,000,000,000 4,000,000,000
4,599,520,000 4,599,640,000

This represents term finance certificates (TFCs) of Rs. 600 million distributed in 120,000 TFCs of Rs. 5,000 each issued as
subordinated loan in June 2017. The loan is availed as TIER-II subordinated debt for inclusion in the Bank's Supplementary
Capital. The facility tenure is 7 years and is priced at 6 Month KIBOR + 3.50%. The instrument is structured to redeem at
0.02% of principal, semiannually, over the first 60 months and remaining principal of 24.95% each of the issue amount
respectively, in four equal installments starting from 66th month. The TFCs are subordinated s to the payment of principal
and profit to all other indebtness of the Bank. The rating of these certificates issued by JCR-VIS in March 2017 was A- with
a stable outlook.

This represents unsecured, subordinated debt from the Parent Company. The facility tenure is 7 years with grace period of 5
years and is priced at 3 Month KIBOR + 2%. The loan is availed as TIER-II subordinated debt for inclusion in the Bank's
Supplementary Capital. Loan is structured to redeem in four equal semi-annual instalments starting from June 2024. The
debt is unsecured, subordinated as to the payment of principle and profit to all other indebtness of the Bank, including
deposit and it is not redeemable before maturity without prior approval of the SBP.
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16

16.1

16.2

17.1

17,2

17.1

18

19

OTHER LIABILITIES

Mark-up / return / interest payable

Accrued expenses

Payable to Pak Telecom Mobile Limited (PTML), an
Payable to utility companies for utility bills collection
Uncollected remittances

Sales tax / federal excise duty payable

Finance lease liabilities

Payable to staff retirement benefit - gratuity

Payable to defined contribution plan - provident fund
Lease liability of right of use assets

Bills payable

Others

Workers' Welfare Fund payable

The Bank has leased vehicles from commercial banks for a
0.9% (2018: 0.9%). The rentals are payable in equal mont
term, the Bank has the option to acquire the assels on paym

asscts,

IFRS 16 * Leases’ , is effective for annual period beginning on or after 30 June 2019. Accordingly,

associated company

Note

16.7

16.2

prescribed within the standard are presented as on-balance sheet items. Also refer Note 5.2.

MEMORANDUM/ OFF BALANCE SHEET ITEMS

Contingencies

There are no material contingencies as at 30 June 2019 (31 December 2018: Nil).

Commitments

Standby letter of guarantee
Property and equipment
Intangible assets

This represents letter of guarantee issued by the Bank to China Union Pay International C

MARK-UP/ RETURN/ INTEREST EARNED

Mark-up / return / interest on advances

Interest on investments in government securities

[nterest on deposit accounts / TDRs with other
banks / financial institutions

MARK-UP/ RETURN/ INTEREST EXPENSED

Mark-up / return / interest expense on deposits

Interest expense on borrowings

Note

17.1

Quarter ended

(Un-audited) (Audited)
30 June 2019 31 December 2018
Rupees Rupees
047,618,877 260,151,096
157,491,562 260,644,585
180,204,209 69,614,227
103,772,352 30,604,224
58,843,401 55,428,921
36,590,011 -
17,070,175 18,845,646
2,513,392 9,037,006
6,150,085 12,096,665
1,613,070,169 =
84,378,129 80,297,896
72,782,125 15,708,359
33,267,593 26,235,778
3,013,752,080 838,664,403

(Un-audited)

30 June 2019

period of five years, These carry finance charge at six month KIBOR plus
hly instalments in advance upto September 2023, At the end of the lease
ent of all instalments. The facility is secured by way of ownership of leased

operating leases meeting the criteria

(Audited)

31 December 2018

Rupees Rupees
7,425,000 7,425,000
23,681,761 37,782,009
- 25,379,362
31,106,761 70,586,371

ompany Limited for interbank settlements.

Half year ended

(Un-audited)

(Un-audited)

(Un-audited)

(Un-audited)

30 June 2019 30 June 2018 30 June 2019 30 June 2018
Rupees Rupees Rupees Rupees
1,429,737,732 931,650,760 2,721,374,690 1,780,294,517
53,398,812 18,336,963 103,059,688 34,873,148
303,475,519 75,885,141 606,642,128 149,607,499
1,786,612,063 1,025,872,864 3,431,076,506 1,964,775,164
581,110,332 289.057,730 1,136,892,554 553,506,232
335,159,757 93,294,988 644,331,427 173,596,331
916,270,089 382,352,718 1,781,223,981 727,102,563
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20 FEE, COMMISSION AND BROKERAGE INCOME

Loan processing fee
Branchless banking

Other fee income collected from customers

21  OTHER INCOME

Recovery against advances written off

Loss on sale of investments
Other

22 ADMINISTRATIVE EXPENSES

Staff salaries and benefits

Charge for defined benefit plan - gratuity

Contribution to provident fund
Non-Executive directors' fee
Financial charges on leased assels
Insurance

Rent, rate and taxes
Marketing expenses
Travelling and conveyance
Postage and courier

Utilities

Repair and maintenance
Depreciation and amortization

Software support and maintenance fee

Stationery and printing

Auditors' remuneration

Legal and professional fee

Security services

Office supplies

Internet and connectivity charges
NADRA verification charges

Bank charges

Upaisa expense - branchless banking
Other

23 TAXATION

Current - for the year
- for prior years

Deferred

Quarter ended

Half year ended

(Un-audited)

(Un-audited)

(Un-audited)

(Un-audited)

30 June 2019 30 June 2018 30 June 2019 30 June 2018
Rupees Rupees Rupees Rupees
145,885,988 125,455,699 323,022,007 234,674,410

13,363,346 11,346,405 30,180,717 25,644,982
3,925,034 6,681,603 5,513,369 9,543,446
163,174,368 143,483,707 358,716,093 269,862,838
3,654,658 4,314,706 - 4,771,586 6,821,670
(371,333) (191,664) (490,741) (237,280)
50,983 254,194 482,312 301,162
3,334,308 4,377,236 4,763,157 6,885,552
361,626,785 274,612,362 682,412,907 523,252,168
8,534,719 3,648,420 15,598,044 7,296,840
6,962,904 4,406,420 13,416,392 8,040,152
88,880 160,000 168,880 371,125
639,368 92,222 1,177,052 92,222
21,916,654 16,632,593 43,087,526 33,609,259
75,253,169 61,353,677 145,979,434 118,893,940
6,461,624 7,046,759 14,519,757 11,184,478
19,902,333 16,518,550 41,371,098 29,741,311
5,018,781 2,178,329 8,845,936 4,866,402
22,510,197 17,263,227 37,147,771 26,529,504
39,255,469 21,420,432 73,209,743 41,739,091
45,104,304 31,852,844 83,366,841 57,160,603
22,234,413 10,339,218 29,910,164 20,032,433
13,238,864 11,795,383 20,772,072 19,918,370
200,000 174,999 571,080 1,211,498
5,177,678 3,833,983 8,105,595 6,818,600
46,993,397 35,323,842 81,946,631 59,026,086
8,470,349 3,691,986 15,676,411 6,965,067
8,540,686 7,119,299 21,979,598 11,339,817
7,755,733 5,069,600 12,898,258 10,614,643
3,714,620 2,213,388 5,824,047 4,230,451
- 6,421,026 4,274,937 15,401,339
6,288,770 234,628 8,040,751 1,033,127
735,889,697 543,403,187 1,370,300,925 1,019,368,526
(42,378,103) (61,207,692) (103,230,771) (131,101,624)

(1,513,184)

496

(42,378,103) (61.207,692)  (104,743,955)  (131,101,128)
6,722,030 6,176,181 23,595,064 13,278,238
(35,656,073) (55,031,511) (81,148,891)

(11 7,822W
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24

26

27

CASH AND CASH EQUIVALENTS

Cash and balances with SBP and NBP
Balances with other banks / NBFIs / MFBs

NUMBER OF EMPLOYEES

Credit / sales stalT
Permanent
Contractual

Banking / support staff
Permanent
Contractual

Total number of employees at the end of the period/ year
Average number of employees during the period/ year

NUMBER OF BRANCHES

Branches at beginning of the period/ year
Opened during the year

- Branches

- Service Centers / FCs

Branches & Service Centers at the end of the period/ year
EARNING PER SHARE

Basic

Basic earning per share is calculated by dividing the profit attributable to e

of ordinary shares in issue during the period.

Profit attributable to equity holders (Rupees)

Opening ordinary shares outstanding (numbers)
Weighted average number of shares in issue (numbers)

Total shares (numbers)

Earning per share - basic (Rupees)

(Un-audited)
30 June 2019

(Audited)
31 December 2018

1,362,221,889  1,036,613.613
9,476,543,375  2,172,855,445
10,838,765,264 __ 3,209,469,058
135 112
783 664
918 776
649 531
824 673
1,473 1,204
2,391 1,980
2,171 1,708
141 100
36 41
2 L
179 141

quity holders of the Bank by the weighted average number

Quarter ended Half year ended

(Un-audited) (Un-audited) (Un-audited)
30 June 2019 30 June 2018 30 June 2019

(Un-audited)
30 June 2018

Rupees Rupees Rupees Rupees
112,499,855 138,406,254 263,350,733 282,424,148
228,571,429 128,571,429 228,571,429 128,571,429
- 100,000,000 - 82,320,442
228,571,429 228,571,429 228,571,429 210,891,871
0.49 0.61 1.15 1.34

Diluted - There is no dilutive effect on the basic earning per share of the Bank.w
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28 Related Parties Transactions

The Bank is a subsidiary of Pakistan Telecommunication Company Limited ("
subsidiaries and associated undertakings of the Parent Company are related parti
comprise of directors, key management personnel, entities over which the Bank h

the Parent Company"). Therefore all
es of the Bank. Other related parties
as significant influence, entities having

common directors and entities over which the directors are able to exercise significant influence and employees retirement
benefit funds. Detail of transactions during the period and balances outstanding as at the period ended 30 June 2019 are as

follows;

Transactions

Parent Company

Issue of share capital

Utility Bill collected on behalf of the Parent Company

Payment in regards utility bills collected on behalf of the Parent Company
Utility Bill collection charges

Payment for administrative costs and fixed assets

Interest expense on TIER-IT Subordinated debt

Interest expense on PTCL employee GP fund

Payment for purchase of ICT hardware

Associated Company - Pak Telecom Mobile Limited (PTML)

Payment for administrative costs and fixed assets

Payment against branchless banking and bills collected
Amount received against reimbursement of agent's commission
Interest expense on deposits

Expenses incurred on behalf of PTML

Associated Company - Pakistan Telecommunication Employees Trust (PTET)
Interest expense on deposits

Employees' provident fund

Contribution to provident fund

Employees' gratuity fund

Contribution to gratuity fund

Balances

Parent Company
Advance for purchase of ICT hardware
Payable against utility bills collected
Utility bills collection charges receivable
Employee GP fund
Sub-ordinated Debt (Tier II)
Interest Payable on TIER-II subordinated Debt
Payable against rent and connectivity
Interest payable on deposits - PTCL Employees' Gratuity Fund

(Un-audited)
30 June 2019
Rupees

32,020,970
31,036,747
124,056
18,068,766
253,297,517
77,950,332
69,287,244

19,957,887

122,241,578
15,389,567

18,164,384

13,416,392

15,598,044

(Un-audited)
30 June 2019
Rupees

1,165,731
1,770,578
1,332,120,034
4,000,000,000
253,297,517

712,560

(Un-audited)
30 June 2018
Rupees

1,000,000,000
46,474,226
46,269,416
199,859
11,272,484

8,016,630

6,463,136
61,343,828
59,146,419

2,378,046
18,450,000

31,133,560

2,516,988

6,431,118

(Un-audited)

31 December 2018

Rupees

92,056,672
181,508
1,511,858
1,237,896,409
4,000,000,000

10,964,330

3,564,138 i |
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29.1

the half year ended 30 June 2019

(Un-audited) (Un-audited)
30 June 2019 31 December 2018
Balances Rupees Rupees
Associated Company - Pakistan Telecommunication Employees Trust
Deposits 1,008,244,830 1,024,170,892
Interest payable on deposits 18,164,384 2,794,878
Associated Company - Pak Telecom Mobile Limited
Employees' Gratuity fund 535,424,500 475,103,715
Payable against branchless banking and bills collected 180,204,209 69,614,227
Payable to Pak Telecom Mobile Limited
Interest payable on deposits - 159,159
Employees' provident fund
Payable to provident fund 6,150,085 12,096,665
Employees' gratuity fund
Payable to gratuity fund 2,513,392 9,037,006

GENERAL
Captions, as prescribed by BSD Circular No. 11, dated 30 December 2003 issued by SBP, in respect of which there are no

amounts, have not been reproduced in these financial statements, except for the captions of the balance sheet and profit and
loss account.

DATE OF APPROVAL

r{l_ '}._"EL L4

"l':hcsg\ financial statements were approved by the Board of Directors of the Bank in their meeting held on
] [ A4 ‘Er,w!h’

l s
PRESIDE / CHIEF EXECUTIVE CHAIRMA DIRECTOR DIRECTOR



