














































































Director’s Report to the Shareholders
We are pleased to present the Directors’ Report and audited financial statements of U Microfinance Bank Limited (‘The Bank’) for 
the year ended December 31, 2016. The Bank has shown admirable progress on all fronts as compared to the preceding year and 
is on the right track to achieve its mission to be the best Microfinance Bank.

The Bank has increased its balance sheet footing by 366% from Rs.2.271 billion last year to Rs.10.592 billion in the current year, 
mainly due to a remarkable growth in advances, registering growth of 505%. Net advances grew from Rs.0.913 billion last year to 
Rs.5.528 billion during this year with PAR 30 at 0.46%. This led towards building a foundation of strong earnings base while keeping 
the asset quality in check. 

The Bank posted robust liquidity indicators as deposit book increased by 661% from Rs.1.065 billion to Rs.8.109 billion during the 
current year. The Bank also established new strategic funding alliances which helped diversify its funding base. Investments and 
balance with other banks stood at Rs.3.521 billion as compared with Rs.0.736 billion of last year. 
The Bank also bolstered its hub and spoke model by increasing its touch points in a single year to 75 locations as compared to 38 
locations as of last year.

Financial Results

Profit before taxation 95,573 29,920 
Less: WWF (1,911) 598 
Less: Taxation - Current (9,233) (17,169)
Less: Taxation -Deferred (12,076) (4,122)

Profit after taxation 72,353  8,030  

Earnings per share (Rupees)  0.56  0.06 

Transfer to Reserves

As per the requirements of Microfinance Institution Ordinance, 2001 and the Prudential Regulations for Microfinance Banks issued 
by the State Bank of Pakistan, the Bank has transferred an amount equivalent to 20% of profit after tax to the statutory reserve (Rs. 
14.471 million) and 5% of profit after tax to the Depositors' Protection Fund (Rs. 3.618 million) during 2016.

Capital Adequacy Ratio

As of the balance sheet date, the Bank's net equity and Capital Adequacy Ratio stood at Rs.1,122 million (2015: Rs.1,048 million) 
and 17.63% (2015: 88.04%) respectively, as against the minimum requirement of Rs.1,000 million and 15% of its Risk Weighted 
Assets, as prescribed by SBP.

Change in Composition in Board of Directors 

Casual vacancies occurred during the year 2016 due to resignations/demise of the directors, which were replaced as follows:

(Outgoing Directors) (Incoming Directors)

Mr. Abdul Aziz Mr. Rainer Rathgeber

Mr. Asher Yaqub Mr. Moqeem ul Haque

Mr. Wazir Ali Khoja Will be filled in due course

Note 2016 2015
-------- (Rupees in '000) --------
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Holding Company

On August 30, 2012, Pakistan Telecommunication Company Limited (PTCL) acquired 100% shareholding of Rozgar Microfinance 
Bank Limited, incorporated in Karachi on October 29, 2003 under the Companies Ordinance, 1984, and its name was changed to 
U Microfinance Bank Limited (the Bank) with effect from December 7, 2012. On January 31, 2013, the Bank was granted license by 
SBP for commencement of nationwide operations. 

On July 11, 2013, approval for the nationwide commercial launch of Branchless Banking Services (BBS) was received from SBP.

Corporate Governance

The Board of Directors of the Bank is responsible to the shareholders for the governance of the Bank. It acknowledges the 
responsibility for the system of sound internal controls and is committed to uphold the highest standard of Corporate Governance.

Statement of Corporate governance

The Directors are pleased to state that:

a) The financial statements, prepared by the management of the Bank present fairly its state of affairs, the result of its 
operations, cash flows and changes in equity.

b) Proper books of account of the Bank have been maintained. 

c) Appropriate accounting policies have been consistently applied in preparation of financial statements and accounting 
estimates are based on reasonable and prudent judgment. 

d) International Financial Reporting Standards, as applicable in Pakistan and adopted by the State Bank of Pakistan, have 
been followed in preparation of the Bank’s financial statements, and departures, if any, have been adequately disclosed; 
and

e) The system of internal control is sound in design and has been effectively implemented and monitored.

f) There are no significant doubts upon the bank’s ability to continue as a going concern. 

g) During the year, five board meetings were held. These meetings were attended by the directors as under:

**   These directors resigned during the year before 1st meeting of the Board.
*** Mr. Wazir Ali Khoja expired on September 17, 2016.

 Mr. Abdul Aziz ** Chairman 5 0
 Mr. Rainer Rathgeber  Chairman 5 3
 Mr. Hamid Farooq Director 5 5
 Mr. Amjad Ali Arbab Director 5 5
 Mr. Asher Yaqub** Director 5 0
 Mr. Nadeem Khan Director 5 5
 Mr. Amir Siddiqui Director 5 5
 Mr. Mohamed Essa-Mohamed Ali Taheri Director 5 3
 Mr. Wazir Ali Khoja*** Director 5 2
 Mr. Moqeem ul Haque Director 5  2

Name of Directors Designation
Attended

Held during
the year

2016

Number of meetings
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The following changes have taken place in the Board of Directors during the year ended December 31, 2016:

• Resignation of Mr. Abdul Aziz-Chairman was approved in the BOD meeting dated 18 March 2016. Further, resignation of 
Mr. Asher Yaqub was approved in BOD meeting held on April 12, 2016. Mr. Rainer Rethgeber was appointed as Director 
and Chairman on the board in meeting held on July 12, 2016. Mr. Moqeem ul Haque was appointed on the board in 
meeting held on October 19, 2016. Mr. Wazir Ali Khoja expired on September 17, 2016.

h) The key information as to operating and financial data of the bank is available in this annual report. The categories and 
pattern of shareholding as required by the Companies Ordinance, 1984 are also detailed below.

i) Directors of the Bank hold qualification share and no director has acquired any share in the Bank during the year.

Audit Committee

The Audit Committee consists of Three Non-executive directors and one Independent Director. Non-executive are Mr. Nadeem 
Khan, Mr. Amir Siddiqui, Mr. Mohamed Essa-Mohamed Ali Taheri while Mr. Amjad Ali Arbab is the Chairman of the Audit 
Committee is independent director.

Credit Rating

Based on the results for the year ended December 31, 2016, the credit rating company JCR VIS has reaffirmed the long-term entity 
rating of U Microfinance Bank Limited (UMBL) to "A-"  while maintaining the short-term rating at"A-2".

Auditors

The present auditor Messrs. Deloitte Yousuf Adil. Chartered Accountants (Deloitte) retire and, being eligible, have offered 
themselves for re-appointment. The Audit Committee of the Board has recommended the re-appointment of Deloitte for the next 
term. Based on the Board of Directors recommendation the Auditors has been re-appointed for 2017 during the AGM. 

Events after Balance Sheet Date

There have not been any material events that occurred subsequent to the date of the Balance Sheet that require adjustments to 
the enclosed financial statements, except those which have already been made or disclosed.

Pattern of Shareholding

The pattern of Shareholding as at December 31, 2016.

 S. No. No Shares Distinctive No Held by

 1 9 1 to 9 (Individuals) Directors)

 2 128,571,420 10 to 128,571,429 PTCL
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Earnings Per Share

Earnings per share of the bank for the year ended 2016 is 0.56 compared to 0.06 for the year 2015.

Appreciation & Acknowledgment

We take this opportunity to express our gratitude to our customers and business partners for their continued support and trust. 
We offer sincere appreciation to the State Bank of Pakistan and the Securities and Exchange Commission of Pakistan for their 
guidance and cooperation extended to the bank. Finally, we are also thankful to our associates, Bank’s managment and staff for 
their committed services provided to our valued customers.

Attended
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Rainer Rathgeber
Chairman

Place: Islamabad
Dated : February 01, 2017



U Microfinance Bank Limited42

Rising to the Challenge



 Annual Report  - 2016 43



U Microfinance Bank Limited44

Rising to the Challenge



 Annual Report  - 2016 45



AUDITOR’S REPORT TO THE MEMBERS

We have audited the annexed balance sheet of U Microfinance Bank Limited (the Bank) as at December 31, 
2016 and the related profit and loss account, statement of comprehensive income, cash flow statement and 
statement of changes in equity together with the notes forming part thereof, for the year then ended and we 
state that we have obtained all the information and explanations which, to the best of our knowledge and 
belief, were necessary for the purposes of our audit.

It is the responsibility of the Bank’s management to establish and maintain a system of internal control, and 
prepare and present the above said statements in conformity with the approved accounting standards and 
the requirements of Companies Ordinance, 1984, Microfinance Institution Ordinance, 2001 and the 
directives issued by State Bank of Pakistan. Our responsibility is to express an opinion on these statements 
based on our audit.

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 assurance about whether the above said statements 
are free of any material misstatement. 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 the 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 report that, 

(a) in our opinion, proper books of accounts have been kept by the Bank as required by the Companies 
Ordinance, 1984 and Microfinance Institution Ordinance, 2001.

(b) in our opinion:

(i) the balance sheet, profit and loss account and statement of comprehensive income together 
with the notes thereon have been drawn up in conformity  
with the requirement of the Companies Ordinance, 1984, Microfinance Institution 
Ordinance,  2001 and the directives issued by State Bank of Pakistan, and are in  agreement 
with the books of account and are further in accordance with accounting policies 
consistently applied; 

(ii) the expenditure incurred during the year was for the purpose of the Bank’s business; and 
(iii) the business conducted, investments made and the expenditure incurred during the year 

were in accordance with the objects of the Bank.

(c) in our opinion and to the best of our information and according to the explanations given to us, the 
balance sheet, profit and loss account, statement of comprehensive income, cash flow statement 
and the statement of changes in equity together with the notes forming part thereof conform with 
approved accounting standards as applicable in Pakistan, and, give the information required by 
Companies Ordinance, 1984 and Microfinance Institution Ordinance, 2001 in the manner so 
required, and respectively give a true and fair view of the state of the Bank’s affairs as at December 
31, 2016 and of the profit, its comprehensive income, cash flows and changes in equity for the year 
then ended; and

Deloitte Yousuf Adil 
Chartered Accountants 
18-B/1
Chohan Mansion,
G-8 Markaz, Islamabad
Pakistan

Tel: +92 (51) 8350601 
       +92 (51) 8734400-3
Fax:  +92 (51) 8350602

ww.deloitte.com
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(d) in our opinion, Zakat deductible at source under the Zakat and Ushar Ordinance, 1980 (XVIII of 
1980), was deducted by the Bank and deposited in the Central Zakat Fund established under 
Section 7 of that Ordinance. 

Deloitte Yousuf Adil 
Chartered Accountants 

Chartered Accountants 

Engagement Partner
Shahzad Ali

Date: February 01, 2017
Islamabad



2015

Balance Sheet
As At 31 December 2016

ASSETS   
   
Cash and balances with SBP and NBP 6  470,734,405   136,676,155 
Balances with other Banks/ NBFIs/ MFBs 7  2,391,207,419   555,408,074 
Investments  8  1,130,131,255   180,482,925 
Advances - net of provisions 9  5,528,421,228   912,901,433 
Operating fixed assets 10  303,027,259   222,412,762 
Other assets 11  683,128,491   165,016,473 
Deferred tax asset 12  85,066,133   98,024,114 
Total Assets   10,591,716,190   2,270,921,936 
   
LIABILITIES   
   
Deposits 13  8,109,923,603   1,065,315,613 
Borrowings 14  1,000,000,000   -   
Other liabilities 15  359,326,176   157,550,566 
Total Liabilities   9,469,249,779   1,222,866,179 
   
NET ASSETS   1,122,466,411   1,048,055,757 
   
REPRESENTED BY:   
   
Share capital 16  1,285,714,290   1,285,714,290 
Discount on issue of share capital   (25,714,290)  (25,714,290)
Statutory and other reserve   22,137,467   4,049,326 
Accumulated loss   (160,733,099)  (214,997,521)
   1,121,404,368   1,049,051,805 
   
Surplus/ (Deficit) on revaluation of assets 8.2  1,062,043   (996,048)
   
Total Capital   1,122,466,411   1,048,055,757 
   
MEMORANDUM / OFF BALANCE SHEET ITEMS 17  
   
   
The annexed notes from 1 to 36 form an integral part of these financial statements.   
   

Note
2016

Rupees Rupees

President &
Chief Executive Officer

Chairman Director Director
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Profit And Loss Account   
For The Year Ended 31 December 2016

Mark-up / return / interest earned 18  1,051,487,448   236,598,470 
Mark-up / return / interest expensed 19  (428,307,584)  (53,889,637)
Net mark-up / interest income   623,179,864   182,708,833 
   
Provision against non-performing advances 9.4  (44,490,290)  (4,957,366)
Net mark-up / interest  income after provisions   578,689,574   177,751,467 
   
NON MARK-UP / NON INTEREST INCOME   
Fee, commission and brokerage income 20  312,449,856   282,773,470 
Other income 21  5,067,159   755,970 
Gain on sale of investments   1,463,600   37,424,225 
Total non-markup / non interest income   318,980,615   320,953,665 
   897,670,189   498,705,132 
   
NON MARK-UP / NON INTEREST EXPENSES   
Administrative expenses 22  801,942,379   468,366,192 
Operating fixed assets written off   154,867   419,337 
   802,097,246   468,785,529 
   
PROFIT BEFORE TAXATION   95,572,943   29,919,603 
Worker welfare fund   1,911,458   598,392 
   93,661,485   29,321,211 
   
TAXATION   
Current    (9,232,980)  (17,169,471)
Deferred   (12,075,942)  (4,121,735)
 23  (21,308,922)  (21,291,206)
   
PROFIT AFTER TAXATION   72,352,563   8,030,005 
   
Items not to be classified to profit and loss account in subsequent periods - net of tax   -     (830,346)
   
   
Accumulated loss brought forward    (214,997,521)  (220,189,679)
   (142,644,958)  (212,990,020)

APPROPRIATIONS:   
Transfer to:   
    Statutory reserves   14,470,513   1,606,001 
    Depositor's Protection Fund   3,617,628   401,500 
   18,088,141   2,007,501 
ACCUMULATED LOSS CARRIED FORWARD   (160,733,099)  (214,997,521)
   
EARNING PER SHARE 27  0.56   0.06 
   
The annexed notes from 1 to 36 form an integral part of these financial statements.   

Note
2016 2015
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Statement of Comprehensive Income
For The Year Ended 31 December 2016

Note
2016 2015

Profit after taxation   72,352,563   8,030,005 
   
Other comprehensive income   
   
Items that will not be reclassified to profit and loss:   

Remeasurement loss on employees’ retirement benefits   -     (1,186,209)
Tax effect of remeasurement loss on employees’ retirement benefits   -     355,863 
   -     (830,346)
Comprehensive income (loss) for the year transferred to equity   72,352,563   7,199,659 
   
Comprehensive income for the period not transferred to equity:   
   
Items that may be reclassified to profit and loss:   

Surplus on revaluation of assets   2,940,130   13,083,550 
Surplus on revaluation of assets transferred to profit and loss   -     (14,506,475)
Tax Impact   (882,039)  426,877 
   2,058,091   (996,048)
Total comprehensive income for the year - net of tax   74,410,654   6,203,611 
   
   
   
The annexed notes from 1 to 36 form an integral part of these financial statements.   

Rupees Rupees

President &
Chief Executive Officer

Chairman Director Director
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Cash Flow Statement
For The Year Ended 31 December 2016

Note
2016 2015

CASH FLOW FROM OPERATING ACTIVITIES   
   
Profit before taxation   93,661,485   29,321,211 
Adjustments for:   
Depreciation   48,435,685   47,399,996 
Amortization   12,701,495   11,692,076 
Provision for gratuity   6,000,000   4,449,170 
Provisions against non-performing advances   44,490,290   4,957,366 
Operating fixed assets written off   154,867   489,765 
   111,782,337   68,988,373 
   205,443,822   98,309,584 
(Increase) in operating assets   
Advances   (4,660,010,085)  (573,731,165)
Other assets (excluding advance taxation)   (512,102,253)  (35,596,896)
   
Increase / (decrease) in operating liabilities   
Deposits   7,044,607,990   362,736,978 
Other liabilities    203,224,134   (6,961,353)
   2,075,719,786   (253,552,436)
Net cash generated from/ (used in) operations   2,281,163,608   (155,242,852)
   
Gratuity paid  (7,448,524)  (13,804,744)
Income taxes paid  (15,242,745)  (11,772,533)
   
Net cash generated from / (used in) operating activities   2,258,472,339   (180,820,129)
   
CASH FLOW FROM INVESTING ACTIVITIES   
   
Investments in Government securities - net  (946,708,200)  307,199,400 
Investments in Term Deposits  (900,000,000)  (350,000,000)
Investments in operating fixed assets  (141,906,544)  (61,424,144)
Net cash outflow from investing activities   (1,988,614,744)  (104,224,744)
   
CASH FLOW FROM FINANCING ACTIVITIES   
   
Borrowings   1,000,000,000   -   
Issuance of shares   -     100,000,000 
   
Net cash inflow from financing activities   1,000,000,000   100,000,000 
   
Net increase / (decrease) in cash and cash equivalents   1,269,857,595   (185,044,873)
Cash and cash equivalents at beginning of the year   342,084,229   527,129,102 
   
Cash and cash equivalents at end of the year 24.  1,611,941,824   342,084,229 
   
The annexed notes from 1 to 36 form an integral part of these financial statements.   

Rupees Rupees

President &
Chief Executive Officer

Chairman Director Director



have been measured in accordance with the requirements of SBP BSD Circular no. 11 dated 
December 30, 2003 and Prudential Regulations for Microfinance Banks (the Regulations). Further, 
the SECP vide its S.R.O. No. 411 (l) / 2008 dated April 28, 2008 has deferred the applicability of 
International Financial Reporting Standards (IFRS) 7 'Financial Instruments’ till further orders, which 
is applicable for annual years beginning on or after July 1, 2009.   

            
4. Basis of measurement          
            
4.1 Accounting convention          
            
 These financial statements has been prepared under the historical cost convention except for  

available for sale investments which are measured at fair value and the recognition of  employee's 
gratuity benefit on the basis of actuarial assumptions. 

4.1.1 New accounting standards  / amendments and IFRS interpretations that are effective for the year 
ended December 31, 2016   

     
 The following standards, amendments and interpretations are  effective for the year ended 

December 31, 2016. These standards, interpretations and the amendments are either not relevant 
to the Bank's operations or are not expected to have significant impact on the Bank's financial 
statements other than certain additional disclosures.    

 
  Effective date
  (years beginning on or after)
     
 Amendments to IFRS 11 - Accounting for acquisitions of
    interests in joint operations January 1, 2016
 Amendments to IAS 1 - Disclosure initiative January 1, 2016
 Amendments to IAS 16 and IAS 38 Clarification of acceptable
    methods of depreciation and amortization January 1, 2016
 Amendments to IAS 16 and IAS 41 Agriculture: Bearer plants January 1, 2016
 Amendments to IAS 27 - Equity method in separate financial statements January 1, 2016

 Amendments to IFRS 10, IFRS 12 and IAS 28 Investment Entities:
    Applying the consolidation exception January 1, 2016

 Certain annual improvements have also been made to a number of IFRSs.   
    
4.1.2 New accounting standards / amendments and IFRS interpretations that are not yet effective  

 
 The following standards, amendments and interpretations are only effective for accounting periods, 

beginning on or after the date mentioned against each of them. These standards, interpretations 
 and the amendments are either not relevant to the Bank's operations or are not expected to have 

significant impact on the Company's financial statements other than certain additional disclosures. 
    

Statement Of Changes In Equity   
For The Year Ended 31 December 2016

--------------------------------------------- (Rupees) ---------------------------------------------

Balance as at December 31, 2014  1,185,714,290   (25,714,290)  1,633,460   408,365   (220,189,679)  941,852,146 
      
Profit for the year ended December 31, 2015  -     -     -     -     8,030,005   8,030,005 
Other Comprehensive income  -     -     -     -     (830,346)  (830,346)
Total comprehensive income  -     -     -     -     7,199,659   7,199,659 
      
Transaction with equity holders      
Issue of share capital  100,000,000   -     -     -     -     100,000,000 
Transfer to:      
Statutory reserve  -     -     1,606,001   -     (1,606,001)  -   
Depositors' Protection Fund  -     -     -     401,500   (401,500)  -   
      
Balance as at December 31, 2015  1,285,714,290   (25,714,290)  3,239,461   809,865   (214,997,521)  1,049,051,805 
      
Profit for the year ended December 31, 2016  -     -     -     -     72,352,563   72,352,563 
Other comprehensive income  -     -     -     -     -     -   
Total comprehensive income  -     -     -     -     72,352,563   72,352,563 
      
Transfer to:       -   
Statutory reserve  -     -     14,470,513   -     (14,470,513)  -   
Depositors' Protection Fund  -     -     -     3,617,628   (3,617,628)  -   
      
Balance as at December 31, 2016  1,285,714,290   (25,714,290)  17,709,974   4,427,493   (160,733,099)  1,121,404,368 
      
      
The annexed notes from 1 to 36 form an integral part of these financial statements.

Share 
capital

Discount on
issue of

share capital
Statutory
reserve

Statutory and other reserves

Depositors'
Protection

Fund

Accumulated
profit Total

President &
Chief Executive Officer

Chairman Director Director
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Notes To The Financial Statements
For The Year Ended 31 December 2016

1. STATUS AND NATURE OF BUSINESS          
           

 On August 30, 2012, Pakistan Telecommunication Company Limited (PTCL) acquired 100% 
shareholding of Rozgar Microfinance Bank Limited, incorporated in Karachi on October 29, 2003 
under the Companies Ordinance, 1984, and its name was changed to U Microfinance Bank Limited 
(the Bank) with effect from December 7, 2012. On January 31, 2013, the Bank was granted banking 
license by SBP for commencement of nationwide microfinance banking operations. Under the 
terms and conditions of the nationwide license, PTCL would reduce its shareholding in the Bank to 
51% within a period of three years.

      
 On July 11, 2013, approval for the nationwide commercial launch of Branchless Banking Services 

(BBS) was received from SBP. The Bank commenced commercial operations of BBS on July 23, 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 plot no. 13-B, 2nd Floor, Jinnah 
Super Market, F-7 Markaz, Islamabad, Pakistan.        
           

2. 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 December 30, 
2003.          

            
3. STATEMENT OF COMPLIANCE          

 This financial information has been prepared in accordance with the directives issued by SBP, the 
requirements of the Microfinance Institutions Ordinance 2001 (the MFI Ordinance), the Companies 
Ordinance, 1984 (the Compavnies Ordinance) and the International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board (IASB) and interpretations issued by 
the Standards Interpretation Committee of IASB as adopted in Pakistan. In case where provisions of 
directives issued by the SBP, the MFI Ordinance and the Companies Ordinance differ with the 
requirements of these standards, such provisions of SBP directive, the MFI Ordinance and the 
Companies Ordinance shall take precedence.     

            
 SBP vide BSD Circular no. 10 dated August 26, 2002 has deferred the applicability of International 

Accounting Standard 39, "Financial Instruments: Recognition and Measurement" and International 
Accounting Standard 40, till further instructions. Accordingly, the requirements of these standards 
have not been considered in the preparation of these financial statements. However, investments 

have been measured in accordance with the requirements of SBP BSD Circular no. 11 dated 
December 30, 2003 and Prudential Regulations for Microfinance Banks (the Regulations). Further, 
the SECP vide its S.R.O. No. 411 (l) / 2008 dated April 28, 2008 has deferred the applicability of 
International Financial Reporting Standards (IFRS) 7 'Financial Instruments’ till further orders, which 
is applicable for annual years beginning on or after July 1, 2009.   

            
4. Basis of measurement          
            
4.1 Accounting convention          
            
 These financial statements has been prepared under the historical cost convention except for  

available for sale investments which are measured at fair value and the recognition of  employee's 
gratuity benefit on the basis of actuarial assumptions. 

4.1.1 New accounting standards  / amendments and IFRS interpretations that are effective for the year 
ended December 31, 2016   

     
 The following standards, amendments and interpretations are  effective for the year ended 

December 31, 2016. These standards, interpretations and the amendments are either not relevant 
to the Bank's operations or are not expected to have significant impact on the Bank's financial 
statements other than certain additional disclosures.    

 
  Effective date
  (years beginning on or after)
     
 Amendments to IFRS 11 - Accounting for acquisitions of
    interests in joint operations January 1, 2016
 Amendments to IAS 1 - Disclosure initiative January 1, 2016
 Amendments to IAS 16 and IAS 38 Clarification of acceptable
    methods of depreciation and amortization January 1, 2016
 Amendments to IAS 16 and IAS 41 Agriculture: Bearer plants January 1, 2016
 Amendments to IAS 27 - Equity method in separate financial statements January 1, 2016

 Amendments to IFRS 10, IFRS 12 and IAS 28 Investment Entities:
    Applying the consolidation exception January 1, 2016

 Certain annual improvements have also been made to a number of IFRSs.   
    
4.1.2 New accounting standards / amendments and IFRS interpretations that are not yet effective  

 
 The following standards, amendments and interpretations are only effective for accounting periods, 

beginning on or after the date mentioned against each of them. These standards, interpretations 
 and the amendments are either not relevant to the Bank's operations or are not expected to have 

significant impact on the Company's financial statements other than certain additional disclosures. 
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have been measured in accordance with the requirements of SBP BSD Circular no. 11 dated 
December 30, 2003 and Prudential Regulations for Microfinance Banks (the Regulations). Further, 
the SECP vide its S.R.O. No. 411 (l) / 2008 dated April 28, 2008 has deferred the applicability of 
International Financial Reporting Standards (IFRS) 7 'Financial Instruments’ till further orders, which 
is applicable for annual years beginning on or after July 1, 2009.   

            
4. Basis of measurement          
            
4.1 Accounting convention          
            
 These financial statements has been prepared under the historical cost convention except for  

available for sale investments which are measured at fair value and the recognition of  employee's 
gratuity benefit on the basis of actuarial assumptions. 

4.1.1 New accounting standards  / amendments and IFRS interpretations that are effective for the year 
ended December 31, 2016   

     
 The following standards, amendments and interpretations are  effective for the year ended 

December 31, 2016. These standards, interpretations and the amendments are either not relevant 
to the Bank's operations or are not expected to have significant impact on the Bank's financial 
statements other than certain additional disclosures.    

 
  Effective date
  (years beginning on or after)
     
 Amendments to IFRS 11 - Accounting for acquisitions of
    interests in joint operations January 1, 2016
 Amendments to IAS 1 - Disclosure initiative January 1, 2016
 Amendments to IAS 16 and IAS 38 Clarification of acceptable
    methods of depreciation and amortization January 1, 2016
 Amendments to IAS 16 and IAS 41 Agriculture: Bearer plants January 1, 2016
 Amendments to IAS 27 - Equity method in separate financial statements January 1, 2016
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 Other than the aforesaid standards, interpretations and amendments, the International Accounting 
Standards Board (IASB) has also issued the following standards which have not been adopted locally 
by the Securities and Exchange Commission of Pakistan: 

     
 - IFRS 1 – First Time Adoption of International Financial Reporting Standards 
 - IFRS 9 – Financial Instruments 
 - IFRS 14 – Regulatory Deferral Accounts 
 - IFRS 15 – Revenue from Contracts with Customers 
 -  IFRS 16 – Leases 

4.2 Critical accounting estimates and judgments        

 The preparation of financial statements in conformity with approved accounting standards requires 
the use of certain accounting estimates and assumptions. Estimates and judgments are continually 
evaluated and are based on historical experience and other factors, including expectations of future 
events that are believed to be reasonable under the circumstances. The areas where assumptions 
and estimates are significant to the Bank's financial statements or where judgment is exercised in 
application of accounting policies are as follows:

          
 a) Operating fixed assets
    
 The Bank reviews useful life and residual value of operating fixed assets on regular basis. Any change 

in estimates may affect the carrying amounts of the respective items of operating fixed assets with 
a corresponding effect on the depreciation/ amortization charge. 

 b) Provision for income taxes                       
          
 The Bank recognizes tax liabilities for pending tax assessments using estimates based on expert 

opinion obtained from tax/ legal advisors. Differences, if any, between the income tax provision and 
the final tax liability is recorded when such liability is determined. 

          
 Deferred income tax is calculated at the rates that are expected to apply to the period when the 

differences reverse, based on tax rates that have been enacted or substantively enacted by the 
balance sheet date.        
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 c) Classification of investments         
         
 The classification of investments between different categories depends upon management’s 

intentions to hold those investments. Any change in the classification of investments may affect 
their carrying amounts with a corresponding effect on the return and unrealized surplus / (deficit) 
on these investments.

 d) Provision against advances         
          
 The Bank maintains a provision against advances as per the requirements of the Regulations and 

assesses the adequacy of provision against delinquent portfolio. Any change in the criteria / rate for 
provision may affect the carrying amount of the advances with a corresponding effect on the 
markup / interest earned and provision charge. 

     
 e) Provision and contingent liabilities        
          
 The management exercises judgment in measuring and recognizing provisions and exposures to 

contingent liabilities related to pending litigations or other outstanding claims. Judgment is 
necessary in assessing the likelihood that a pending claim will succeed, or a liability will arise, and to 
quantify the possible range of the financial settlement. Because of inherent uncertainty in this 
evaluation process, actual losses may be different from the originally estimated provision.

4.3 Fair value measurements        
          
 Historical cost is generally based on the fair value of the consideration given in exchange for goods 

and orderly transaction between market participants at the measurement date, regardless of 
whether that price is directly observable or estimated using another valuation technique. In 
estimating the fair value of an asset or a liability, the Bank takes into account the characteristics of 
the asset or liability if market participants would take those characteristics into account when 
pricing the asset or liability at the measurement date. Fair value for measurement and/or disclosure 
purposes in these financial statements is determined on such a basis, except for share-based 
payment transactions that are within the scope of IFRS 2, Share-based Payment, leasing 
transactions that are within the scope of International Accounting Standards IAS 17, Leases, and 
measurements that have some similarities to fair value but are not fair value, such as net realizable 
value in IAS 2, Inventories, or value in use in IAS 36, Impairment of Assets.

          
 In addition, for financial reporting purposes, fair value measurements are categorized into Levels 1, 

2, or 3 based on the degree to which the inputs to the fair value measurements are observable and 
the significance of the inputs to the fair value measurement in its entirety, which are described as 
follows:

   
 Level 1 — Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or 

liabilities that the entity can access at the measurement date.      
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 Level 2 — Level 2 inputs are inputs, other than quoted prices included within Level 1, that are 
observable for the asset or liability, either directly or indirectly.

          
 Level 3 — Level 3 inputs are unobservable inputs for the asset or liability.    

        
5. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
          
 The principal accounting policies applied in the preparation of these financial statements are set out 

below:
      
5.1 Cash and cash equivalents        
          
 Cash and cash equivalents are short term, highly liquid investments that are readily convertible to 

known amount of cash and subject to an insignificant risk of changes in value.
          
5.2 Sale and repurchase agreements        
          
 Securities sold under repurchase agreement (repo) are retained in the financial statements as 

investments and a liability for consideration received is included in borrowings. Conversely, 
consideration for securities purchased under resale agreement (reverse repo) is included in lending 
to financial institutions. The difference between sale and repurchase / purchase and resale price is 
recognized as return / markup expensed and earned respectively. Repo and reverse repo balances 
are reflected under borrowings from and lending to financial institutions respectively. 

          
5.3 Investments        
          
 All purchases and sale of investments are recognized using settlement date accounting. Settlement 

date is the date on which investments are delivered to or by the Bank. All investments are 
derecognized when the right to receive economic benefits from the investments has expired, or has 
been transferred and the Bank has transferred substantially all the risks and rewards of ownership. 
         

 Investments are classified as follows:        
          
 Held for trading      

 These represent securities acquired with the intention to trade by taking advantage of short-term 
market/ interest rate movements. These securities are disposed off within 90 days from the date of 
their acquisition. These are measured in accordance with the requirements prescribed by SBP in the 
Regulations R-11.    

          
 Held to maturity investments        
          
 These are investments with fixed or determinable payments and fixed maturity and the Bank has 

positive intent and ability to hold the investment till maturity subsequent to initial recognition at 
cost, investments are measured at amortized cost, less provision for impairment in value, if any. 
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 Available for sale investments         
          
 These are investments which do not fall under the held for trading and held  to maturity categories. 

Such investments are initially recognized at cost and subsequently measured at market value. The 
surplus arising on revaluation is kept in a separate account titled 'Surplus on Revaluation of assets' 
through statement of comprehensive income, which is taken to profit and loss account when 
realized upon disposal. Impairment in the value of these investments is provided by charging it to 
the profit and loss account.        

     
5.4 Advances        
          
 Advances are stated net of provisions for non-performing advances. The outstanding principal and 

mark-up of the loans and advances, payments against which are overdue for 30 days or more, shall 
be classified as Non- Performing Loans (NPLs). The unrealized interest / profit / mark-up / service 
charges on NPLs shall be suspended and credited to interest suspense account. Further the NPLs 
shall be divided into following categories:

 a) Other Assets Especially Mentioned (OAEM) 
          
 Loans (principal/mark-up) is overdue for 30 days or more but less than 60 days   
 
 b) Substandard         
           
 Loans (principal/mark-up) is overdue for 60 days or more but less than 90 days.    

        
 c) Doubtful        
          
 Loans (principal/mark-up) is overdue for 90 days or more but less than 180 days.   

         
 d) Loss        
          
 Loans (principal/mark-up) is overdue for 180 days or more.      

         
 In addition the Bank maintains a Watch List of all accounts overdue for 5 - 29 days. However, such 

accounts are not treated as non-performing for the purpose of classification/ provisioning.
          
 In accordance with the Regulation R-8, the Bank maintains specific provision of outstanding 

principal net of cash collaterals and Gold (ornaments and bullion) realizable without recourse to a 
Court of Law at the following rates:    

          
 OAEM:   Nil      
 Substandard:  25%      
 Doubtful:   50%      
 Loss:     100%      
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 The bank maintains a general provision equivalent to 1% of the net outstanding advances (advances 
net of specific provisions).  However, general provision shall not be required in cases where loans 
have been secured against gold or other cash collateral with appropriate margin    
      

 General and specific provisions for the year charged to the profit and loss account.    
         

 In accordance with the Regulation R-10, non-performing advances are written-off one month after 
the loan is categorized as Loss. However, the Bank continues its efforts for recovery of the 
written-off balances.        

          
5.5 Operating fixed assets        
 
 Capital work-in-progress        
          
 Capital work-in-progress is stated at cost less impairment loss (if any). Cost includes expenditure 

that is directly attributable to the acquisition of the asset. 

 Property and equipment - Owned        
          
 Property and equipment are stated at cost less accumulated depreciation and accumulated 

impairment loss, if any. Cost includes expenditure that is directly attributable to the acquisition of 
the asset. Depreciation is charged in the profit and loss account over estimated useful life of the 
related assets on straight line method at rates given in note 10 to these financial statements. Full 
month’s depreciation is charged in the month of capitalization and no depreciation is charged  in the 
month of disposal.    

          
 Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as 

appropriate, only when it is probable that future economic benefits associated with the item will 
flow to the Bank and the cost of the item can be measured reliably. Carrying amount of the replaced 
part is derecognized. All other repairs and maintenance are recognized in profit and loss account 
during the year in which these are incurred. Gains and losses on disposal of fixed assets are taken to 
profit and loss account for the period.

          
 Property and equipment - Leased        
          
 Leases in terms of which the Bank assumes substantially all the risks and rewards of ownership are 

classified as assets subject to finance lease. These are stated at amounts equal to the lower of their 
fair value and the present value of minimum lease payments at inception of the lease, less 
accumulated depreciation and impairment (if any). Financial charges are allocated over the period 
of the lease term so as to provide a constant periodic rate of financial charge on the outstanding 
liability. Depreciation is charged on the basis similar to owned assets.

          
 Intangible assets        
          
 Intangible assets are capitalized at cost and stated at cost less accumulated amortization and 

accumulated impairment loss (if any).        
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 Intangible assets comprise of computer software and related applications. Intangible assets are 
amortized over their estimated useful lives at rate specified in note 10.3 to the financial statements. 
Subsequent expenditure is capitalized only when it increases the future economic benefit 
embodied in the specific asset to which it relates. All other expenditure is recognized in profit and 
loss account as incurred.

 
5.6 Impairment of non-financial assets         
          
 The carrying value of the Bank’s assets is reviewed for impairment when events or changes in 

circumstances indicate that the carrying value may not be recoverable. If any such indication exists 
and where the carrying value exceeds the estimated recoverable amount, the assets are written 
down to their recoverable amount and the impairment losses are recognized in the profit and loss 
account. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in 
use.  

          
5.7 Mark-up bearing borrowings        
          
 Mark-up bearing borrowings are recognized initially at cost being the fair value of consideration 

received. Subsequent to initial recognition, these are stated at original cost less subsequent 
repayments. 

     
5.8 Grants        
          
 The grant related to an asset is recognized in the balance sheet initially as deferred income when 

grant is received or there is reasonable assurance that it will be received and that the Bank will 
comply with the conditions attached to it. Grants that compensate the Bank for expenses incurred 
are recognized as revenue in the profit and loss account on a systematic basis in the same year in 
which the expenses are incurred. Grants that compensate the Bank for the cost of an asset are 
recognized in the profit and loss account as other operating income on a systematic basis over the 
useful life of the asset.    

          
5.9 Taxation        
          
 Income tax on the profit or loss for the year comprises of current and deferred tax. Income tax is 

recognized in the profit and loss account, except to the extent that it relates to items recognized  in 
other comprehensive income or directly in equity. In such case the tax is also recognized in other 
comprehensive income or directly in equity, respectively. 

          
 Current        
          
 Provision for current taxation is based on taxable income at the current rates of taxation after taking 

into account available tax credits and rebates, if any, or one percent of turnover, whichever is higher.  
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 Deferred
       
 Deferred tax is provided using the balance sheet liability method on all major temporary differences 

arising between the carrying amounts of assets and liabilities for financial reporting purposes and 
amount used for taxation purposes. The amount of deferred tax provided is based on the expected 
manner of realization or settlement of the carrying amount of assets and liabilities using tax rates 
enacted or substantively enacted at the balance sheet date. A deferred tax asset is recognized only 
to the extent that it is probable that future taxable profit will be available and the credits can be 
utilized.      

          
5.10 Revenue recognition        
          
 Mark-up/ return on investment is recognized on accrual basis.      

         
 Mark-up/ return on advances is recognized on accrual/ time proportion basis, using effective 

interest rate, except for income, if any, which warrants suspension in compliance with the 
Regulations. Mark-up recoverable on non-performing advances is recognized on a receipt basis in 
accordance with the requirements of the Regulations. Loan processing fee is recognized as income 
at the time of disbursement of loan.   

          
 Income from interbank deposits in saving accounts is recognized in the profit and loss account as it 

accrues using the IRR.
     
 Fee, commission and other income is recognized when earned.
      
5.11 Financial Instruments        
          
 All the financial assets and financial liabilities are recognized at the time when the Bank becomes a 

party to the contractual provisions of the instrument. These are derecognized when the Bank 
ceases to be a party to the contractual provisions of the instrument. 

 All financial assets and liabilities are initially measured at cost which is the fair value of the 
consideration given and received respectively. These financial assets and liabilities are subsequently 
measured at fair value, amortized cost or cost, as the case may be.

       
 Financial assets        
          
 Financial assets are cash and balances with SBP and NBP, balances with other banks, investments, 

advances and other receivables. Advances are stated at their nominal value as reduced by 
appropriate provisions against non-performing advances, while other financial assets excluding 
investments are stated at cost. Investments are classified as available for sale, and are measured at 
fair value.          
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 Financial liabilities        
          
 Financial liabilities are classified according to the substance of the contractual arrangement entered 

into. Financial liabilities include other liabilities which are stated at their nominal value. Financial 
charges are accounted for on accrual basis.        

 
 Any gain or loss on the recognition and de-recognition of the financial assets and liabilities is 

included in the profit and loss for the year in which it arises.      
  

5.12 Impairment of financial assets        
          
 A financial asset is considered to be impaired if objective evidence indicates that one or more 

events have had a negative effect on the estimated future cash flows of that asset. 
         
 An impairment loss in respect of a financial asset measured at amortized cost is calculated as the 

difference between its carrying amount, and the present value of the estimated future cash flows 
discounted at the original interest rate.  

          
 Individually significant financial assets are tested for impairment on an individual basis. The 

remaining financial assets are assessed collectively in groups that share similar credit risk 
characteristics. All impairment losses are recognized in profit and loss account. 

 An impairment loss is reversed if the reversal can be related objectively to an event occurring after 
the impairment loss was recognized.        

          
5.13 Offsetting of financial assets and financial liabilities
     
 A financial asset and a financial liability is offset and the net amount is reported in the balance sheet 

if the Bank has legally enforceable right to set off the recognized amount and intend either to settle 
on a net basis or to realize the asset and settle the liability simultaneously.

          
5.14 Staff retirement benefits        
          
 a) Gratuity        
          
 The Bank operates a funded defined benefit gratuity scheme for all its regular employees. Gratuity 

equivalent to one month basic salary for each completed year of service is paid to entitled 
employees, if the period of their service is three years or above.  

          
 b) Provident fund        
          
 The Bank operates a funded provident fund scheme for all its regular employees for which equal 

monthly contributions are made both by the Bank and employee at the rate of 8% of the basic salary 
of the employee. The Bank’s contribution is charged to profit and loss account.    
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5.15 Deposits        
          
 Deposits are initially recorded at the amounts of proceeds received. Mark-up accrued on deposits is 

recognized separately as part of other liabilities and is charged to the profit and loss account over 
the period.        

          
5.16 Statutory reserve        
          
 In compliance with the requirements of the Regulation R-4, the Bank maintains statutory reserve to 

which an appropriation equivalent to 20% of the profit after tax is made till such time the reserve 
fund equals the paid up capital of the Bank. However, thereafter, the contribution is reduced to 5% 
of the profit after tax.        

          
5.17 Contributions         
          
 In compliance with the requirements of section 19 of the Microfinance Institutions Ordinance 2001, 

the Bank contributes 5% of annual profit after tax to the Depositor’s Protection Fund.   
         

5.18 Cash reserve        
          
 In compliance with the requirements of the Regulation R-3A, the Bank maintains a cash reserve 

equivalent to not less than 5% of its deposits (including demand deposits and time deposits with 
tenor of less than 1 year) in a current account opened with the State Bank or its agent.

          
5.19 Statutory liquidity requirement        
          
 In compliance with the requirements of the Regulation R-3B, the Bank maintains liquidity 

equivalent to at least 10% of its total demand liabilities and time liabilities with tenor of less than 
one year  in the form of liquid assets i.e. cash, gold, unencumbered treasury bills, Pakistan 
Investment Bonds and Government of Pakistan sukuk bonds. Treasury bills and Pakistan Investment 
Bonds held under depositor protection fund are excluded for the purposes of determining liquidity. 
         

5.20 Provisions        
 
 Provisions are recognized when the Bank has a legal or constructive obligation as a result of past 

events; it is probable that an outflow of resources embodying economic benefits will be required to 
settle the obligation; and reliable estimate of the amount can be made.     
         

 Provisions are measured at the present value of the expenditures expected to be required to settle 
the obligation using a pre-tax rate that reflects current market assessments of the time value of 
money and the risks specific to the obligation. The increase in the provision due to passage of time 
is recognized as interest expense.  
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6. CASH AND BALANCES WITH SBP and NBP   

    
 Cash in hand   
    Local currency   168,238,396   46,417,854 
    
 Balances with State Bank of Pakistan (SBP)    
    Local currency current accounts 6.1  300,864,479   89,258,301 
    
 Balances with National Bank of Pakistan (NBP)    
    Local currency current accounts   1,631,530   1,000,000 
    
    470,734,405   136,676,155 

Note
2016 2015

7. BALANCES WITH OTHER BANKS/ NBFIs/ MFBs

   
    
 In Pakistan - Local currency   
 Current accounts 7.1  18,043,051   9,473,224 
 Savings accounts 7.2  1,123,164,368   195,934,850 
 Term deposit receipts 7.3  1,250,000,000   350,000,000 
    
    2,391,207,419   555,408,074 
    
7.1 This includes Rs 6,365,151 (2015: 6,365,151) held as deposit under lien in respect of standby letter of guarantee 

issued to Union Pay International.   
    
7.2 Savings accounts carry interest at rates ranging from 4.5% to 10.3% (2015: 4.5% to 10.30%) per annum.    

 
7.3 Term Deposit Receipts (TDR) are due to mature within 12 months and carry interest at the rate of  7% to 12% (2015: 

11.10% to 11.15%) per annum respectively.

Note
2016 2015

8. INVESTMENTS    

    
 Federal Government securities   

 Available for sale   
 Pakistan Investment Bonds (PIBs) 8.1  336,912,295   181,905,850 
 Surplus / (deficit) on revaluation of available for sale securities 8.2  1,517,205   (1,422,925)
    338,429,500   180,482,925 
 Held to Maturity   
 Market Treasury Bills (T-Bills) 8.3  791,701,755   -   
    791,701,755   -   
    1,130,131,255   180,482,925 
    

Note
2016 2015

6.1 This represents balance held with SBP to meet the requirement of maintaining minimum balance 
equivalent to 5% (2015: 5%) of the Bank’s time and demand deposits with a tenure of less than one 
year, in accordance with regulation R-3A of the Regulations. This includes Rs. 4,427,493  (2015: Rs. 
809,865) placed for the Depositors' Protection Fund.

Rupees Rupees

Rupees Rupees
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8.2 Surplus / (deficit) on revaluation of available for sale securities   

 Pakistan Investment Bonds (PIBs)   1,517,205   (1,422,925)
 Related deferred tax (liability)/ asset     (455,162)  426,877 
    1,062,043   (996,048)
    
 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 on revaluation of assets' through statement of comprehensive 
income.    

    
8.3 This represents market treasury bills maturing within 6 months and having yield ranging from 5.85% to 6.15% (2015: 

NIL).   

Note
2016 2015

9.1 General provision is maintained at the rate of 1% (2015: 1%) of unsecured micro credit balance net of specific provision 
in accordance with the Regulations.    
  

8.1 This represents PIB carried at market value maturing on April 19, 2019, March 26, 2020 and April 21, 2021 carrying an 
average interest rates of 7.75%  (2015: 9.25% per annum).   

Note

Number
of loans

outstanding

Amount 
outstanding

Rupees

2016 2015
Number
of loans

outstanding

Amount 
outstanding

Rupees

9. ADVANCES - NET OF PROVISIONS     

 Loan type

 Micro credit     
 Secured   18,352   1,523,768,670   4,523   320,655,569 
 Unsecured   99,808   4,053,033,421   17,731   598,725,632 

    118,160   5,576,802,091   22,254   919,381,201 
      
 Provisions held     
 Specific provision   752   (8,172,251)  50   (497,487)
 General provision 9.1  99,808   (40,208,612)  17,731   (5,982,281)
     (48,380,863)   (6,479,768)
 Advances - net of provisions    5,528,421,228    912,901,433 
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9.4 Provision against non-performing advances

   
    
 Charge for the year   44,490,290   4,957,366 
    44,490,290   4,957,366 
    
9.5 Particulars of write off   
    
 Against provisions   (2,589,195)  (843,149)
 Directly charged to profit and loss account   -     -   
    (2,589,195)  (843,149)

Note
2016 2015

10. OPERATING FIXED ASSETS   

 Capital work-in-progress  10.1  31,356,529   9,711,052 
 Property and equipment 10.2  193,458,870   125,736,720 
 Intangible assets 10.3  78,211,860   86,964,990 
    303,027,259   222,412,762 

2016 2015

9.2 Particulars of non-performing advances       
        

  Advances include Rs. 25,632,869 (2015: Rs. 4,229,668) which have been placed under non-performing status.   
     

        
        

 OAEM  -     7,851,101   -     -     2,916,979   -     -   
 Sub-standard 25%  4,628,360   1,150,465   1,150,465   576,562   113,548   113,548 
 Doubtful 50%  11,865,343   5,733,721   5,733,721   239,581   37,393   37,393 
 Loss 100%  1,288,065   1,288,065   1,288,065   496,546   346,546   346,546 
    25,632,869   8,172,251   8,172,251   4,229,668   497,487   497,487 

2016 2015

Provisions
held

Provisions
required

Amount
outstanding

Provisions
held

Provisions
required

Amount
outstanding

Provision 
rate

9.3 Particulars of provisions against non-performing advances

        
        

 Balance at beginning of the year   497,487   5,982,281   6,479,768   15,430   2,350,121   2,365,551 
 Provision charge for the year   10,263,959   34,226,331   44,490,290   1,325,206   3,632,160   4,957,366 
 Reversals  -     -     -     -     -     -   
 Advances written off against provision  (2,589,195)  -     (2,589,195)  (843,149)  -     (843,149)
 Balance at end of the year   8,172,251   40,208,612   48,380,863   497,487   5,982,281   6,479,768 

2016 2015

TotalGeneralSpecificTotalGeneralSpecific
------------------- (Rupees) ------------------- ------------------- (Rupees) -------------------

------------------- (Rupees) ------------------- ------------------- (Rupees) -------------------
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10.2.1 The cost of fully depreciated property and equipment that are still in use is Rs. 62,614,804 (2015: Rs 3,023,215).

10.2.2 Deletion of fixed assets during the year with original cost or book value is excess of Rs. 1,000,000 or Rs. 250,000 
respectively (whichever is less) are nil (2015: nil)

 Furniture and fixture  22,721,902   20,418,116   -     43,140,018   4,119,068   3,672,693   -     7,791,761   35,348,257  10.00%
 Computers  81,630,317   16,011,268   (308,761)  97,332,824   63,281,307   17,597,825   (280,390)  80,598,742   16,734,082  33.33%
 Electrical equipment   59,060,158   37,896,570   (230,000)  96,726,728   19,987,382   16,451,891   (103,504)  36,335,769   60,390,959  20.00%
 Vehicles  9,074,179   14,803,556   -     23,877,735   4,692,450   3,215,375   -     7,907,825   15,969,910  20.00%
 Office improvement  55,955,562   27,183,192   -     83,138,754   10,625,191   7,497,901   -     18,123,092   65,015,662  10.00%
   228,442,118   116,312,702   (538,761)  344,216,059   102,705,398   48,435,685   (383,894)  150,757,189   193,458,870  

 As at 
1 January

2016

Additions

 Cost 
2016

Depreciation Book value

Deletion
 As at 

31 December
2016

 As at 
1 January

2016

Charge / 
(reversals) On

deletions

 As at 
31 December

2016

 As at 
31 December

2016

Rate of
depreciation
per annum

(%)------------------------------------------------------------------------ (Rupees) --------------------------------------------------------------

 Furniture and fixture  16,530,306   6,191,596   -     22,721,902   1,885,955   2,233,113   -     4,119,068   18,602,834  10.00%
 Computers  72,576,130   9,547,960   (493,773)  81,630,317   37,450,506   26,198,109   (367,308)  63,281,307   18,349,010  33.33%
 Electrical equipment   42,775,850   16,726,308   (442,000)  59,060,158   8,507,184   11,558,898   (78,700)  19,987,382   39,072,776  20.00%
 Vehicles  9,074,179   -     -     9,074,179   2,877,616   1,814,834   -     4,692,450   4,381,729  20.00%
 Office improvement  34,548,790   21,406,772   -     55,955,562   5,030,149   5,595,042   -     10,625,191   45,330,371  10.00%
   175,505,255   53,872,636   (935,773)  228,442,118   55,751,410   47,399,996   (446,008)  102,705,398   125,736,720  

 As at 
1 January

2015

Additions

 Cost 
2015

Depreciation Book value

Deletion
 As at 

31 December
2015

 As at 
1 January

2015

Charge / 
(reversals) On

deletions

 As at 
31 December

2015

 As at 
31 December

2015

Rate of
depreciation
per annum

(%)------------------------------------------------------------------------ (Rupees) --------------------------------------------------------------

Note
2016 2015

10.1 Capital work-in-progress   

 Equipments   -     -   
 Advances to suppliers / contractors 10.1.1  17,529,551   9,236,365 
 Advances to suppliers for Branchless Banking System   -     -   
 Leasehold improvements   13,826,978   474,687 
    31,356,529   9,711,052 
    
10.1.1 This represents advance given for software and operating fixed assets.   

10.2 Property and equipment

 Annual Report  - 2016 67

Rupees Rupees



Note
2016 2015

11. OTHER ASSETS

   
    
 Income / mark-up accrued   499,374,126   93,168,291 
 Advances, deposits and other prepayments 11.1  68,406,924   36,622,592 
 Advance taxation (payments less provisions)   19,154,527   13,144,762 
 Receivable from Pak Telecom Mobile   
   Limited (PTML), an associated company 11.2  -     6,444,146 
 Inventory of ATM cards & stationery   956,752   989,318 
 Advance to staff   802,636   1,066,517 
 Receivable from SBP  11.3   90,616,341   13,580,847 
 Others   3,817,185   -   
    683,128,491   165,016,473 

10.3 Intangible assets

10.3.1 This includes operating system and microsoft office licenses.

 Branchless          
  banking software  98,366,873   3,948,365   -     102,315,238   19,779,281   10,200,719   -     29,980,000   72,335,238  10.00%
 Licenses  12,394,739   -     -     12,394,739   4,039,169   2,478,948   -     6,518,117   5,876,622  20.00%
 Mail server  78,378   -     -     78,378   56,550   21,828   -     78,378   -    33.33%
           
   110,839,990   3,948,365   -     114,788,355   23,875,000   12,701,495   -     36,576,495   78,211,860  

 As at 
1 January

2016

Additions

 Cost 
2016

Amortization Book value

Deletion
 As at 

31 December
2016

 As at 
1 January

2016

Charge / 
(reversals) On

deletions

 As at 
31 December

2016

 As at 
31 December

2016

Rate of
depreciation
per annum

(%)------------------------------------------------------------------------ (Rupees) --------------------------------------------------------------

 Branchless          
 banking software  88,660,167   9,706,706   -     98,366,873   10,334,204   9,445,077   -     19,779,281   78,587,592  10.00%
 Licenses  9,814,257   2,580,482   -     12,394,739   1,818,270   2,220,899   -     4,039,169   8,355,570  20.00%
 Mail server  78,378   -     -     78,378   30,450   26,100   -     56,550   21,828  33.33%
           
   98,552,802   12,287,188   -     110,839,990   12,182,924   11,692,076   -     23,875,000   86,964,990  

 As at 
1 January

2015

Additions

 Cost 
2015

Depreciation Book value

Deletion
 As at 

31 December
2015

 As at 
1 January

2015

Charge / 
(reversals) On

deletions

 As at 
31 December

2015

 As at 
31 December

2015

Rate of
depreciation
per annum

(%)------------------------------------------------------------------------ (Rupees) --------------------------------------------------------------
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Note
2016 2015

13. DEPOSITS      

 Fixed deposits  937 5,761,514,618   72   114,008,197 
 Saving deposits   8,394  1,706,686,676   3,303   548,248,877 
 Current deposits   308,313  641,722,309   149,664   403,058,539 
    317,644   8,109,923,603   153,039   1,065,315,613 
      
13.1 Particulars of deposits by ownership 

 Individual depositors   317,336   3,834,192,628   152,852   920,716,012 
 Institutional depositors     
    Corporation/ firms   297   3,199,743,785   185   136,890,166 
    Banks / financial institutions   11   1,075,987,190   2   7,709,435 
    317,644   8,109,923,603   153,039   1,065,315,613 

Number of 
accounts

Rupees 
2016 2015

Number of 
accounts

Rupees 

11.1 This includes an amount of Rs. 3.6 million (2015: Rs. 5.6 million) paid to PTCL , the parent company, for disaster recovery 
service.   

    
11.2 This represents net amount receivable from PTML, an associated company, related share of branchless banking income, 

prepaid and postpay bill collected and expenditure incurred by the Bank on behalf of PTML. Please refer to note 33 for 
detailed breakup.   

    
11.3 This represents the amount receiveable from SBP in respect of insurance premium paid by Ubank for livestock and crop 

loans under AC&MFD circular no. 01 of 2013 dated November 01, 2013.    
 

12. DEFERRED TAX ASSET

   
 Deferred debits arising in respect of:   
 Unused tax losses   47,227,004   89,415,210 
 Unused tax credit   25,234,233   9,382,430 
 Provision against advances   14,514,259   1,943,930 
 Surplus / (deficit) on revaluation of available for sale securities   (455,162)  426,877 
    
 Remeasurement of employees’ retirement benefits   355,863   355,863 
    86,876,197   101,524,310 
 Deferred credits arising in respect of:   
 Accelerated tax depreciation / amortization   (1,810,064)  (3,500,196)
    85,066,133   98,024,114 
     
12.1 The deferred tax asset recognised in the financial statements represents the management's best estimate of the 

potential benefit which is expected to be realized in future years in the form of reduced tax liability as the Bank would 
be able to set off the profits earned in those years against unused tax losses of prior years.  

    
 Deferred tax asset is recognised in view of projected taxable profits as per the Bank's five year business plan 2016 - 2020 

approved by the board of directors using assumptions which are linked to various variable factors such as the economic 
outlook of the country, investment growth, interest rate movement, expansion in depositors/ advances portfolio, other 
initiatives and increased branchless banking operations.   
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Note
2016 2015

14.1 This represents three years term borrowing from PAK Oman Investment Co. Ltd during April 2016. Principal will be 
repaid in 5 equal semi-annual installments of Rs. 100 million each starting from April 2017. It carries interest rate of 6 
Month KIBOR+ 2% payable semi-annually.  

    
14.2 This represents five years term borrowing from Bank Alfalah Ltd during September 2016. Principal will be repaid in 5 

equal semi-annual installments of Rs. 60 million each starting from September 2017. It carries interest rate of 6 Month 
KIBOR+1.5% payable semi-annually.  

    
14.3 This represents term finance and running finance each of Rs. 100 million from United Bank Ltd during December 2016. 

Repayment of term finance  shall be  in 5 equal semi-annual installments of Rs. 20 million each starting from December 
2017. It carries interest rate of 6 month KIBOR+1.5% payable semi-annually. Running finance carries interest rate of 3 
Month KIBOR+1.5% payable quarterly.

14.4  Bank has also arranged a term financial facility of Rs. 1.5 billion under Syndicate Financing through Allied Bank Ltd. The 
facility is un-utilized as at balance sheet date; and has tenure of 4 years and interest rate of 6 month KIBOR + 1.10% 

15. OTHER LIABILITIES   
    

 Interest payable on deposits and borrowings   101,620,566   6,036,118 
 Accrued expenses   105,272,363   35,287,184 
 Payable to Pak Telecom Mobile    
   Limited (PTML), an associated company   14,314,765   -   
 Payable to utility companies for utility bills collection   57,080,735   4,124,688 
 Uncollected remittances   54,186,536   52,980,204 
 Provision for gratuity 15.1  750,000   2,198,524 
 Payable to provident fund 15.2  360,334   2,176 
 Payable for capital expenditure   -     1,571,135 
 Sales tax / federal excise duty payable   1,735,786   11,929,657 
 Bills payable   17,649,298   7,125,397 
 Others   6,355,793   36,295,483 
    
    359,326,176   157,550,566 

Note
2016 2015

14. BOROWINGS   

    
 Borrowings from Banks/ Financial Institutions in Pakistan:   
 Borrowings from Pak Oman Investment Co. Ltd 14.1  500,000,000   -   
 Borrowings from Bank Alfalah Ltd 14.2  300,000,000   -   
 Borrowings from United Bank Ltd 14.3  200,000,000  
    1,000,000,000   -   

Rupees Rupees

Rupees Rupees
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Note
2016 2015

15.1 Provision for Gratuity

   
 (Income) / Charge for the profit and loss   
    
 Current service cost   5,791,140   5,460,393 
 Net interest   208,860   538,375 
    6,000,000   5,998,768 
    
 Reconciliation of payable to / (receivable from) defined benefit plan   
    
 Present value of defined benefit obligation 15.1.1  19,085,965   13,411,845 
 Fair value of plan assets 15.1.2  (18,335,965)  (11,213,321)
    750,000   2,198,524 

 Movement in net liability / (asset) recognized   
    
 Opening net (asset) / liability   2,198,524   9,292,603 
    
 (Prepaid cost) / expense   
 Current service cost   5,791,140   5,460,393 
 Net interest   208,860   538,375 
    6,000,000   5,998,768 
    
 Acumulated other comprehensive income   711,897   711,897 
 Benefits paid on behalf of fund   (1,461,897)  (2,846,340)
 Contributions to gratuity fund   (6,698,524)  (10,958,404)
 Closing net (asset) / liability   750,000   2,198,524 
    
 Acturial assumptions:   
    
 Valuation discount rate  9.50% 11.00%
 Salary increase rate  9.50% 11.00%

15.1.1 Present value of defined benefit obligation   
    
 Present value of obligation - opening   13,411,845   9,292,603 
 Current service cost   5,791,140   5,460,393 
 Interest cost   1,386,246   924,658 
 Benefits paid during the year   (1,461,897)  (2,846,340)
 Acturial (gain) / loss on obligation   (41,369)  580,531 
 Present value of obligation - closing   19,085,965   13,411,845 
    
15.1.2 Fair value of plan assets   
    
 Total assets of fund - opening   11,213,321   -   
 Expected return on plan assets   1,438,300   386,284 
 Contributions to gratuity fund   7,448,524   10,958,404 
 Benefits paid on behalf of fund   -     2,846,340 
 Benefits paid   (1,461,897)  (2,846,340)
 Acturial / (gain) or loss on Asset   (302,283)  (131,367)
 Total assets of fund - closing   18,335,965   11,213,321 
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2016 20152016 2015
(Number of shares in ‘000)

16. SHARE CAPITAL      
 

16.1 Authorized capital      

   140,000,000  140,000,000  Ordinary shares of Rs. 10 each    1,400,000,000   1,400,000,000 

16.2 Issued, subscribed and paid-up capital    

   20,000,000  20,000,000  Ordinary shares of Rs. 10 each  200,000,000   200,000,000 
     fully paid in cash   
   8,571,429  8,571,429  Fully paid shares of Rs. 10 each   85,714,290   85,714,290 
    issued as right shares at discounted rate
    of Rs. 7 each    

   100,000,000  100,000,000  Fully paid ordinary shares of Rs. 10 each   1,000,000,000   1,000,000,000 
    in cash issued as right shares at par  

   128,571,429   128,571,429     1,285,714,290   1,285,714,290 

  
16.3 Pakistan Telecommunication Company Limited (PTCL), parent company, holds 100% shares of the Bank.

Note
2016 2015

15.1.3 Sensitivity analysis

 Particulars Present value of
   defined benefit obligation 
    
 Current Liability   19,085,965   13,411,845 
 +1% Discount rate   15,871,817   11,153,240 
 -1% Discount rate   23,123,203   16,248,841 
 +1% Salary increase rate   23,186,613   16,293,400 
 -1% Salary increase rate   15,774,244   11,084,675 
    
15.2 Employees provident fund   
    
 Size of the fund (total assets)   30,218,551   21,496,054 
 Cost of investments held    30,218,551   21,496,054 
 Percentage of investments held    100%   100% 
 Fair value of investments   30,218,551   21,496,054 
    
 Investments represent balances held with bank carrying interest at rate of 10% (2015: 6.5) per annum.  

 Investments out of the provident fund have been made in accordance with the provisions of section 227 of the Compa-
nies Ordinance, 1984 and the rules formulated for this purpose.
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Note
2016 2015

Note
2016 2015

2016 2015

17. MEMORANDUM / OFF BALANCE SHEET ITEMS
    
 CONTINGENCIES   
    
 There were no material known contingencies at year end. (2015: nil)

  
    
 COMMITMENTS   
    
 Standby letter of guarantee 17.1  6,365,151   6,365,151 
 Property and equipment   46,146,097   3,097,623 
 Intangible assets   19,047,500   2,736,020 
    71,558,748   12,198,794 

17.1 This represents letter of guarantee issued by the Bank to Union Pay International Company Limited for interbank 
settlements.   

18. MARK-UP / RETURN / INTEREST EARNED

   
    
 Mark-up on advances   868,605,354   138,126,856 
 Interest on investment in Government securities    24,410,988   45,022,643 
 Interest on deposit accounts/ placements with other   
      banks/ financial institutions   158,471,106   53,448,971 
    1,051,487,448   236,598,470 
    
19. MARK-UP / RETURN / INTEREST EXPENSED   
    
 This represents interest expense on deposits and borrowings.   

20. FEE, COMMISSION AND BROKERAGE INCOME
     

 Fee from branchless banking  130,988,692   248,374,980 
 Other charges collected from customers 20.1  181,461,164   34,398,490  

    312,449,856   282,773,470  

20.1 This includes fee on loan processing and cheque book issuance collected from customers.

21. OTHER INCOME    

 Recovery against advances written off   1,741,567   314,561 
 Miscellaneous income   3,325,592   441,409 
    5,067,159  755,970 
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Note
2016 2015

22. ADMINISTRATIVE EXPENSES    
     

     
 

     
 Staff salaries and benefits   439,095,907   202,523,467 

 Salaries of contracted / outsourced employees   -     10,176,668 
 Gratuity   6,000,000   4,449,170 
 Provident fund   7,940,913   6,000,219 
 Insurance   15,909,333   4,716,897 
 Rent, rate and taxes   54,594,046   49,364,481 
 Travelling and conveyance   14,466,544   5,337,053 
 Postage and courier   4,398,503   2,338,360 
 Utilities   32,399,065   18,846,218 
 Repair and maintenance   31,155,788   24,951,274 
 Depreciation and amortization 10  61,137,180   59,092,072 
 Software support and maintenance fee   29,655,943   31,060,398 
 Stationery and printing   18,899,107   7,362,917 
 Auditors' remuneration  22.1  1,350,000   950,000 
 Legal and professional fee   1,232,302   1,951,337 
 Security services   39,069,230   16,740,292 
 Office supplies   7,945,026   3,175,613 
 Internet and connectivity charges   11,763,720   6,921,303 
 NADRA verification charges   9,008,116   1,804,847 
 Bank charges   9,281,034   7,512,175 
 SBP penalty   1,130,000   120,000 
 Marketing expenses   4,580,391   -   
 Miscellaneous expenses   930,231   2,971,431  

    801,942,379   468,366,192 

22.1 Auditors' remuneration

 Half year review    330,000   330,000 
 Annual audit   520,000   520,000 
 Other services   400,000   -   
 Out of pocket expenses    100,000   100,000 
    1,350,000   950,000 

23. TAXATION

 Current - for the year   (15,922,448)  (17,169,471)
    - for prior years   6,689,468   -   
    (9,232,980)  (17,169,471)
     

 Deferred  - for the year   (13,072,304)  5,352,616 
    - for prior years   996,362   (9,474,351)
    (12,075,942)  (4,121,735)
    (21,308,922)  (21,291,206)

Rupees Rupees
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Note
2016 2015

Note
2016 2015

Note
2016 2015
-------- (Number) --------

23.1 Tax rate reconciliation

     
Profit  before tax (Rupees)   93,661,485   29,321,211 

 
 Applicable tax rate  31% 32%
 Deferred tax  -44.11% 8.45%
 Effect of tax on capital gain on PIB's  0.47% 40.84%
 Effect of change in tax rate  -16.66% (8.68%)
 Average effective tax rate charged to income  -29.30% 72.61%
    
    

24. CASH AND CASH EQUIVALENTS   
    
 Cash and balances with SBP and NBP   470,734,405   136,676,155 
 Balances with other banks   1,141,207,419   205,408,074 
    1,611,941,824   342,084,229 

25. NUMBER OF EMPLOYEES    

 Credit sales staff
 Permanent   34   57 
 Contractual   323   59 
    357   116 
    
 Banking / support staff   
 Permanent   263   209 
 Contractual   319   78 
 Outsourced   -     -   
    582   287 
    
 Total number of employees at the end of the year   939   403 
    
 Average number of employees during the year   683   371 
    
26. NUMBER OF BRANCHES 

 Branches at beginning of the year  38 25
 Opened during the year   
 -   Branches  8 2
  -   Service Centers  29 11 

 Branches / Service Centers at the end of the year  75 38
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Note
2016 2015

 Profit attributable to equity holders (Rupees)   72,352,563   8,030,005  

 Ordinary shares outstanding as at year end   128,571,429   118,571,429 
 Weighted average number of shares in issue (numbers)    -     7,300,000 
 Total shares (numbers)   128,571,429   125,871,429 

 Earning per share - basic (Rupees)   0.56   0.06 
    
 (b)  Diluted    

 There is no dilutive effect on the basic earning per share of the Bank. 

28. REMUNERATION OF PRESIDENT/CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

 Fee -    319,998 -     -     -    -   
 Managerial remuneration  3,121,183 -    55,884,462  5,760,000  -    38,016,887
 Gratuity fund   260,099  -    4,657,038  480,000      2,968,074
 Provident fund   249,695  -    4,410,051  460,800  -    2,667,973
 Rent and house maintenance  1,820,690 -    32,599,260  3,360,000  -    20,776,399
 Utilities  260,099  -     4,657,038   480,003  -     2,968,512 
 Medical  149,260   -    2,501,833   170,807  -     1,727,861 
 Conveyance  420,000  -     6,576,000   440,000  -     5,503,708 
 Others  267,149  -     4,942,138   483,200   -    3,113,274 
     
 Total  6,548,175   319,998 116,227,820   11,634,810    77,742,688 
     
 Number of person(s)  1  8 58  1  8 37

28.1 Some executives of the bank were also provided with a Bank maintained car in accordance with the terms of 
employments.

  
28.2 Executives mean employees, other than the president/chief executive and directors, whose basic salary exceeds five 

hundred thousand rupees in a financial year.    

27. EARNING PER SHARE

 (a)  Basic 
  
 Basic earnings / (loss) per share is calculated by dividing the profit/ (loss) attributable to equity holders of the Bank by 

the weighted average number of ordinary shares outstanding during the year.

December - 2016 December - 2015

President / Chief 
Executive

Directors Executives President / Chief 
Executive

Directors Executives

----------------------- (Rupees) ----------------------- ----------------------- (Rupees) -----------------------

Rupees Rupees
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29. FINANCIAL RISK MANAGEMENT
 
29.1 Interest/ mark-up rate risk
  
 Interest rate risk is the risk that the value of the financial instrument will fluctuate due to changes in the market interest 

rates.

 The Bank interest rate exposure is low due to the short-term nature of the majority of business transactions. Interest 
rate risk is also controlled through flexible credit pricing mechanism and variable deposit rates. Optimization of yield is 
achieved through the Bank's investment strategy which aims on attaining a balance between yield and liquidity under 
the strategic guidance of Assets and Liability Committee of Management.

29.2 Credit risk 
  
 Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party 

to incure a financial loss. The Bank's credit risk is primarily attributable to its advances, balances at banks and 
investments. The credit risk on liquid funds is limited because the counter parties are banks with reasonably high credit 
ratings. The Bank has an effective loan disbursement and recovery monitoring system which allows it to evaluate 
borrowers' credit worthiness and identify potential problem loans. A provision for loan losses is maintained as required 
by the Prudential Regulations. Investments are mainly in the government securities or other securities having good 
credit rating. Maximum amount of financial assets which are subject to credit risk amount to Rs. 8,636 million (2015: Rs. 
1,621 million). 

  
29.3 Liquidity risk
  
 Liquidity risk is the risk that the Bank will not be able to raise funds to meet its commitments. At present the bank is not 

exposed to this risk as there is sufficient cash placed with various commercial banks at the year end. Bank has also  
arranged a term finance facility of Rs. 1.5 billion under Syndicate Finance through Allied Bank Ltd. The facillity is 
un-utillized as at balance sheet date; and has tenure of 4 years and interest rate of 6 month KIBOR + 1.10%

  
29.4 Fair value of financial Instruments
  
 The carrying values of all financial assets and liabilities reflected in the financial statements approximate their fair value. 

For further details please refer to note 32.

30. CAPITAL MANAGEMENT
  
 The Bank's key objectives when managing its capital are:
 
 •  To comply with the capital requirements set by the SBP.
 •  To safeguard the Bank's ability to continue as a going concern so that it can continue to provide returns for 
     shareholders and benefits for other stakeholders.
  
 •  To maintain a strong capital base to support the development of its business.
  
 As of the balance sheet date, the Bank's net equity and Capital Adequacy Ratio stood at Rs. 1,122million (2015: Rs. 

1,048 million) and 17.63% (2015: 88.04%) respectively, as against the minimum requirement of Rs.1,000 million and 
15% prescribed by SBP.
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2016

Over one
year

Over six
months upto

one year

Over one
month upto
six months

Upto one
MonthTotal

-------------------------------------- (Rupees) --------------------------------------

 Market rate assets     

 Advances   5,528,421,228   38,063,639   2,078,826,206   3,411,531,383   -   
 Investments  1,130,131,255   -     791,701,755   -     338,429,500 
 Other earning assets      -   
 Balances with other banks - deposit accounts  2,373,164,368   1,123,164,368   750,000,000   -     500,000,000 
 Total market rate assets  9,031,716,851   1,161,228,007   3,620,527,961   3,411,531,383   838,429,500 
      
 Other non-earning assets     
 Cash in hand  168,238,396   168,238,396   -     -     -   
 Balances with SBP and NBP - current accounts  302,496,009   302,496,009   -     -     -   
 Balances with other banks - current accounts  18,043,051   18,043,051   -     -     -   
 Operating fixed assets  303,027,259   32,577,099   5,711,000   8,341,213   256,397,947 
 Other assets  683,128,491   97,108,887   551,745,079   11,369,031   22,905,494 
 Deferred tax asset  85,066,133   -     -     -     85,066,133 
 Total non-earning assets  1,559,999,339   618,463,442   557,456,079   19,710,244   364,369,574 
 Total assets  10,591,716,190   1,779,691,449   4,177,984,040   3,431,241,627   1,202,799,074 
      
 Market rate liabilities     
 Large time deposits above Rs. 100,000  5,636,924,528   224,771,904   2,373,408,219   753,146,800   2,285,597,605 
 All other time deposits (including fixed rate deposits)  124,590,090   -     3,292,000   7,319,600   113,978,490 
 Other cost bearing deposits  1,706,686,676   1,706,686,676   -     -     -   
 Borrowings  1,000,000,000   -     100,000,000   280,000,000   620,000,000 
 Total market rate liabilities  8,468,201,294   1,931,458,580   2,476,700,219   1,040,466,400   3,019,576,095 
      
 Other non-cost bearing liabilities     
      
 Deposits   641,722,309   641,722,309   -     -     -   
 Other liabilities  359,326,176   330,097,772   23,904,142   5,324,262   -   
 Total non-cost bearing liabilities  1,001,048,485   971,820,081   23,904,142   5,324,262   -   
 Total liabilities  9,469,249,779   2,903,278,661   2,500,604,361   1,045,790,662   3,019,576,095 
 Net assets  1,122,466,411   (1,123,587,212)  1,677,379,679   2,385,450,965   (1,816,777,021)

31. SCHEDULE OF MATURITY DISTRIBUTION OF MARKET RATE ASSETS AND LIABILITIES AS AT DECEM-
BER 31, 2016
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2015

Over one
year

Over six
months upto

one year

Over one
month upto
six months

Upto one
MonthTotal

-------------------------------------- (Rupees) --------------------------------------

 Market rate assets     
 Advances   912,901,433   22,449,346   280,492,624   609,685,663   273,800 
 Investments  180,482,925   -     -     -     180,482,925 
 Other earning assets      -   
 Balances with other banks - deposit accounts  545,934,850   195,934,850   -     350,000,000   -   
 Total market rate assets  1,639,319,208   218,384,196   280,492,624   959,685,663   180,756,725 
      
 Other non-earning assets     
 Cash in hand  46,417,854   46,417,854   -     -     -   
 Balances with SBP and NBP - current accounts  90,258,301   90,258,301   -     -     -   
 Balances with other banks - current accounts  9,473,224   9,473,224   -     -     -   
 Operating fixed assets  222,412,762   5,032,602   25,163,010   30,195,611   162,021,539 
 Other assets  165,016,473   98,201,464   37,117,981   8,676,986   21,020,042 
 Deferred tax asset  98,024,114   -     -     -     98,024,114 
 Total non-earning assets  631,602,728   249,383,445   62,280,991   38,872,597   281,065,695 
 Total assets  2,270,921,936   467,767,641   342,773,615   998,558,260   461,822,420 
      
 Market rate liabilities     
 Large time deposits above Rs. 100,000  112,381,197   33,397,044   59,118,493   12,165,660   7,700,000 
 All other time deposits (including fixed rate deposits)  1,627,000   100,000   1,122,000   405,000   -   
 Other cost bearing deposits  548,248,877   548,248,877   -     -     -   
 Total market rate liabilities  662,257,074   581,745,921   60,240,493   12,570,660   7,700,000 
      
 Other non-cost bearing liabilities     
      
 Deposits   403,058,539   403,058,539   -     -     -   
 Other liabilities  157,550,566   152,582,464   650,008   3,958,254   359,840 
 Total non-cost bearing liabilities  560,609,105   555,641,003   650,008   3,958,254   359,840 
 Total liabilities  1,222,866,179   1,137,386,924   60,890,501   16,528,914   8,059,840 
 Net assets  1,048,055,757   (669,619,283)  281,883,114   982,029,346   453,762,580 

 SCHEDULE OF MATURITY DISTRIBUTION OF MARKET RATE ASSETS AND LIABILITIES AS AT 
DECEMBER 31, 2015
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 The carrying amounts approximate fair values as mostly the assets and liabilities have short maturities and are expected 
to be recovered/ settled at their carrying amounts. 

 2016       
        
 Financial Assets       
 Cash and cash equivalents 6 & 7  -     -     -     1,611,941,824   -     1,611,941,824 
 Investments 7 & 8  -     -     791,701,755   1,250,000,000   338,429,500   2,380,131,255 
 Loans and advances to customers 9  -     -     -     5,528,421,228   -     5,528,421,228 
 Other assets 11  -     -     -     663,017,212   -     663,017,212 
        
    -     -     791,701,755   9,053,380,264   338,429,500   10,183,511,519 

Fair value through profit or loss

Held for trading
Note

Designated
at fair value

Held to
maturity

Loans and
receivables

Available
for sale

Total carrying
amount

--------------------------------------------------------------- (Rupees 000) ----------------------------------------------------------

--------------------------------------------------------------- (Rupees 000) ----------------------------------------------------------

 Financial Liabilities    
     
 Deposits from banks 13  -     1,075,987,190   1,075,987,190 
 Deposits from customers 13  -     7,033,936,413   7,033,936,413 
 Other liabilities 15  -     341,676,878   341,676,878 
    -     8,451,600,481   8,451,600,481 

Fair value
through

profit or loss

Amortised
Cost

Total carrying
amount

------------------------- (Rupees 000) -------------------------

------------------------- (Rupees 000) -------------------------

 2015       
        
 Financial Assets       
 Cash and cash equivalents 6 & 7  -     -     -     342,084,229   -     342,084,229 
 Investments 7 & 8  -     -     -     350,000,000   180,482,925   530,482,925 
 Loans and advances to customers 9  -     -     -     912,901,433   -     912,901,433 
 Other assets 11  -     -     -     150,882,393   -     150,882,393 
        
    -     -     -     1,755,868,055   180,482,925   1,936,350,980 

Fair value through profit or loss

Held for trading Designated
at fair value

Held to
maturity

Loans and
receivables

Available
for sale

Total carrying
amount

 Financial Liabilities    
     
 Deposits from banks 13  -     7,709,435   7,709,435 
 Deposits from customers 13  -     1,057,606,178   1,057,606,178 
 Other liabilities 15  -     150,425,169   150,425,169 
    -     1,215,740,782   1,215,740,782 

Fair value
through

profit or loss

Amortised
Cost

Total carrying
amount

32. FINANCIAL ASSETS AND LIABILITIES
   
 Accounting classifications and fair values
   
 The table below sets out the Bank’s classification of each class of financial assets and liabilities, and their fair values 

(excluding accrued interest).
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33. RELATED PARTIES TRANSACTIONS

 Related parties of the Bank comprise of parent company, associated company, directors, key management personnel 
and employees retirement benefit funds. The detail of Bank's shareholders is given in note 16.3. PTCL, the parent 
company, holds 100% shares of the Bank, therefore, all subsidiaries and associated undertakings of PTCL are related 
parties of the Bank. Also, the Bank has related party relationships with its directors, key management personnel, 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 31 Dec 2016 are as follows:

Dec-2016 Dec-2015

 Transactions  
 Parent Company - PTCL  
 Issue of share capital to PTCL  -     100,000,000 
 Payment for disaster recovery services  11,259,000   8,311,952 
 Internet, connectivity, utility & rental charges  12,542,965   4,403,433 
 Utility Bill collected on behalf of PTCL  324,862,698   396,184,660 
 Utility Bill collection charges  1,530,981   2,242,827 
 Interest expense on deposits  33,264,438   -   
   
 Associated Company - PTML
 Payment for administrative costs and fixed assets  10,014,718   10,527,526 
 Payment against brachless banking and bills collected  -     33,669,665 
 Amount received against reimbursement of agent's commission  -     81,626,482 
 Interest expense on deposits  1,971,313   1,572,348 
 Deposit incentive  3,376,181   360,754 
   
 Employees provident fund  
 Contribution to provident fund  7,940,913   6,000,219 
   
 Employees gratuity fund  
 Payment to gratuity fund  6,000,000   13,804,744 
   
 Balances  
   
 Parent Company - PTCL  
 Prepaid for disaster recovery services  3,609,866   5,578,862 
 Payable against utility bills collected  735,099   837,450 
 Utility bills collection charges receivable  1,000,169   178,743 
 Deposits  530,011,012   -   
 Interest payable on deposits  352   -   
   
 Associated Company - PTML  
 Deposits  11,994,034   39,398,718 
 Receivable / (Payable) against branchless banking and bills collected  (14,314,765)  6,444,146 
 Payable to PTML  
 Interest payable on deposits  256,187   162,902 
 Deposit incentive  3,376,181   360,754 
   
 Employees provident fund  
 Payable to provident fund  360,334   2,176 
   
 Employees gratuity fund  
 Payable to gratuity fund  750,000   2,198,524 
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34. U Microfinance bank is a customer oriented organization and gives due consideration to the valuable feedback of its 
customers. Complaints are treated as opportunity to align our products/services and processes to serve the customers 
in a best possible way. A Complaints Resolution Unit (CRU) has been established in the Bank in line with applicable 
regulatory requirement and Bank’s own policy drive. The Unit is equipped with Complaints Management System (CMS) 
to record, escalate and resolve complaints received through available channels. All calls/complaints are recorded in 
Complaints Management System against a unique ticket number and acknowledged to the customer for tracking its 
resolution. Scenario based work codes are embedded in the system with the escalation matrix. Periodic reviews are also 
conducted and results are shared with the management for their information. Duly approved Complaints Resolution 
and Financial Consumer Protection Policies are in place to protect the rights and interests of the customers.

 Following initiatives were taken to resolve customer complaints during the year 2016:
 Revision in Complaints Management Policy in line with emerging regulatory requirements.
 Analysis and revision of turned around time of complaint / service ticket based on improvement in technology.
 Necessary enhancements in Complaints Management Systems
 Training of Call center staff on Bank’s products and processes

35. GENERAL

 Corresponding figures have been rearranged and reclassified where necessary for more appropriate presentation of 
transactions and balances. Account captions as prescribed by BSD circular No. 11 dated  December 30, 2003 which have 
nil balances, have not been reproduced in these financial statements. 

    
36. DATE OF APPROVAL    

    
 These financial statements were approved by the Board of Directors of the Bank in their meeting held on 01-02-2017 .

 Account Maintenance  1,477   -     1,477   
 ATM/ Debit Card  3,620   1   3,621  
     12.47 hours 
 Personal loan/ overdraft/ agriloans   14   14  
   5,097   15   5,112  

Branchless
Banking Branch Grand Total

Average
Resolution

Time

President &
Chief Executive Officer

Chairman Director Director
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