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DIRECTORS’ REPORT TO THE MEMBERS
|

The Directors of the Apna Microfinance Bank Limited (hereinafter referred to as 'the Bank') are pleased to present the

Un-audited Condensed Interim Financial Information of the Bank for the half'year ended June 30, 2020.

Economic Overview:

Considering the steadily improving indicators at the beginning of the current year, the country's economy was poised for a
slow rebound, owing largely to reduced deficits and other stabilization measures undertaken by the government. However,
this economic trajectory has been severely impacted by the outbreak of the novel coronavirus (COVID-19) pandemic. The
pandemic has taken a toll on all global economies including that of Pakistan, creating unique challenges for governments and
future uncertainty.

In order to dampen the effects of the pandemic, the government has undertaken a host of receptive measures on both the social
and economic front. These include imposing lock downs in major parts of the country, encouraging social distancing and
introducing financial relief packages for major industries. The State Bank of Pakistan has also responded by slashing the
policy rate by a cumulative 6.25% since March 2020 and issuing instructions to lending institutions for restructuring of loans
in order to provide relief to the borrowers via deferred payments.

In response to these trying times, the Bank has facilitated its borrowers by extending the credit facilities to its customers
through deferment of principal amount in accordance with the guidelines of SBP. The Bank's management has also
established a Corona Virus Risk Evaluation Committee to closely monitor the situation as it unfolds and taking timely
decisions in order to mitigate all challenges faced by the organization in the wake of the COVID-19 crises. We are keenly
aware of our responsibility to the stakeholders and have taken all the necessary actions in order to ensure the safety of our
employees while guaranteeing the provision of uninterrupted services to our customers.

Principal Activity, Developments and Financial Performance

The Bank was incorporated as a public limited bank and its shares are listed on Pakistan Stock Exchange Limited. The Bank's
principal business is to provide microfinance banking and related services to the poor and underserved segment of the society
with a view to alleviate poverty under the Microfinance Institutions Ordinance, 2001.

In the light of above difficult economic background, the Bank has managed its financial position as mentioned below;

: June 30, 2020 December 31, 2019 %
Particulars
Un-audited Audited Change
.............. Rs. in million.............
Advances - net of provision 9,482.762 8,779.226 8%
Deposits and other accounts 21,754.872 18,317.084 19%
Particulars June 30, 2020 June 30, 2019 %
Un-audited Un-audited Change
.............. Rs. in million.............
Mark-up / return / interest earned 1,687.984 1,379.349 22%
Mark-up / return / interest expenses (705.387) (531.411) 33%
Administrative expenses (998.182) (891.969) 12%
Profit after taxation 29.593 40.873 -28%

The Bank posted a profit after tax in the current period amounting to PKR 29.593 million as compared to a profit of PKR
40.873 million in corresponding period. The equity (net of losses) of the Bank stood at PKR 2,051.560 million and PKR
1,871.967 million as at December 31,2019. The earnings per share for the period ended June 30, 2020 is PKR 0.086 per share
as compared to earnings per share of PKR 0.119 in the corresponding period.

The Bank's total Assets as at June 30, 2020 improved to PKR 24,060.294 million as against PKR 20,543.254 million as of
December 31,2019. The deposits of the Bank settled at PKR 21,754.872 million, whereas with a slight increase from the year
end 2019, advances net of provision and investment stood at PKR 9,482.762 million and PKR 1,321.113 million
respectively.

During the current period, the Bank has made lending of approx. PKR 2,118.964 million to 21,534 new customers. The
management have devised and implemented new strategies to control the provision of the Bank's loan portfolio. The Bank
recorded an additional provision expense of PKR 75.143 million against a portfolio of PKR 9,850.579 million in current
quarter. Whereas, the provision of PKR 107.193 million was recorded against the portfolio of PKR 9,071.890 million in
corresponding period.
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DIRECTORS’ REPORT

Owing to the current market competition and need for the funds, the microfinance sector has to offer high rates to its
depositors as compared to commercial banks, consequently the cost of deposits of the microfinance banks is comparatively
higher than the commercial banks. To counter this inherent business limitation, the management of the Bank has formulated
and implemented a strategic plan regarding its products. This includes attracting low cost deposits with a focus on
restructuring of the Bank's deposit mix (CASA) to maintain the mark-up / interest expense within acceptable limits.

Future Outlook

The first half of 2020 proved to be a challenging one due to the outbreak of Novel Coronavirus in Pakistan and the subsequent
lock downs in the country. The economic disruptions prompted by the pandemic are likely to have significant future impacts
on the Microfinance Industry and its already marginalized borrower base. Consequently, in the future we expect increased
deterioration to the advance's portfolio, reduced profitability and distortions to normal business operations. However, the
management is taking all necessary steps to manage and mitigate these challenges such as deferring a substantial portion of
the loan portfolio in order to facilitate the borrower base.

The management realizes the importance of digital banking services amid the COVID-19 pandemic. Over the past year the
Bank had established internet banking and mobile banking to increase its outreach and cater for the unbanked population. The
first phase of this digitization process is already complete. The next phase of our digital transformation will include
branchless banking services such as “Merchant Portal” and “Mobile Wallets”.

This digitization initiative will not only promote a culture of social distancing but also expand the Bank's outreach while
bringing down operational and branch level costs. Our vision is to build a technology powerhouse which caters to the needs of
the payments industry and enhances the businesses of the Bank.

The Bank is in the final stages of automating its RTGS processing mechanism. This new mechanism, termed as Straight
Through Processing (STP) will facilitate the transfer of large value payments in an efficient and prompt manner.

We will continue to strive for the betterment of our revamped credit and information system in order to ensure continued
transparency in the Bank's lending system. Further, the Bank shall implement a strategy of improving its profitability by
greater coverage, asset performance and productivity.

The Bank's Capital Adequacy Ratio (CAR), as also referred in Note no 1.2 to the condensed interim financial statements for

the half year ended June 30, 2020, is not in compliance with the requirements of Prudential Regulation for MFB's. However,
the sponsors are committed to filling the CAR shortage soon.

Credit Rating

The Pakistan Credit Rating Agency Ltd. (PACRA) maintained the long-term rating of the Bank as “BBB+" (Triple B plus)
and the short-term rating is “A3” (A Three) with a “Stable” future outlook on April 30, 2020.

Acknowledgement

The Board would like to record their appreciation for the efforts and devotion of all the Bank's employees and hope they will
continue their contribution towards the enhancement of productivity and well-being of the Bank in the future as well.

We would also like to express our gratitude to the State Bank of Pakistan, the Securities and Exchange Commission of
Pakistan and the Pakistan Stock Exchange for their continued guidance and support.

For and on behalf of Board of Directors,
The Apna Microfinance Bank Limited

2
g

Muhammad Gulistan Malik Syed Rahat Ali Shah
President/ CEO Director

Date: August 28, 2020

Lahore
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INDEPENDENT AUDITORS'

To the members of Apna Microfinance Bank Limited
Reportonreview of Interim Financial Statements

Introduction

We have reviewed the accompanying condensed interim balance sheet of APNA MICROFINANCE BANK
LIMITED (“the Bank”) as at June 30, 2020 and the related condensed interim profit and loss account and condensed
interim statement of comprehensive income, condensed interim statement of changes in equity, and condensed
interim cash flow statement, and notes to the financial statements for the six-month period then ended (here-in-after
referred to as the “interim financial statements”). Management is responsible for the preparation and presentation of
this interim financial statements in accordance with accounting and reporting standards as applicable in Pakistan for
interim financial reporting. Our responsibility is to express a conclusion on these financial statements based on our
review.

Scope of Review

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

Basis of Qualified Conclusion

As disclosed in note 1.1.1 to the condensed interim financial statements, the Bank's lending operations were
suspended by the State Bank of Pakistan (SBP) in November, 2016. Till then the Bank's information system had not
been classifying micro-credits (Running Finance) cases as non performing advances, making any provision and
suspending related income. Subsequently, the Bank was allowed to resume the lending operations from June 2017.
During the year 2018, the Bank claims to have completed the tagging of old running finance portfolio pertaining to the
period prior to November, 2016, by manual input. We have found the tagging both incomplete and subjective. We are,
therefore, unable to verify the non performing advances as per note 1.1.1 out of running finance portfolio built before
November 2016. Further, we are unable to determine the quantum of non-performing advances, related provision and
suspended income in accordance with the requirements of Prudential Regulations due to incomplete information /
details generated from the Bank's information system.

Qualified Conclusion

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

Emphasis of matter

We draw attention to note 1.2 of the accompanying condensed interim financial statements which mentions that the
Bank has not complied with certain applicable regulatory requirements as detailed in the said note. Our opinion is not
qualified in respect of this matter.
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INDEPENDENT AUDITORS'

Other Matters

The figures of the condensed interim unconsolidated profit and loss account and condensed interim unconsolidated
statement of comprehensive income for the three months period ended June 30, 2020, have not been reviewed, as we
arerequired to review only the cumulative figures for the six months period ended June 30, 2020.

The engagement partner on the audit resulting in this independent auditor's report is Muhammad Ilyas.

by Gt

ILYAS SAEED & CO.

Chartered Accountants
LAHORE

Date: August 28, 2020
In case of any discrepancy on the Bank’s website and the published material, the auditors shall only be responsible in

respect of the information contained in the hard copies of the reviewed financial statements available at the Bank’s

registered office.
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CONDENSED INTERIM BALANCE

AS AT JUNE 30, 2020
Note December 31, 2019
Rupees
Un-audited Audited
ASSETS
Cash And Balances With SBP And NBP 7 2,070,084,853 1,342,224,336
Balances With Other Banks/NBFIs/MFBs 8 6,656,002,070 5,464,027,515
Lending To Financial Institutions - -
Investments - Net Of Provisions 9 1,321,112,594 1,045,912,390
Advances - Net Of Provisions 10 9,482,762,234 8,779,226,353
Operating Fixed Assets 919,568,362 927,788,157
Other Assets 11 3,102,288,519 2,486,413,916
Deferred Tax Asset 508,475,556 497,660,859
Total Assets 24,060,294,188 20,543,253,526
LIABILITIES
Deposits And Other Accounts 12 21,754,872,115 18,317,083,706
Borrowings 13 5,339,901 6,597,519
Subordinated Debt - -
Other Liabilities 247,537,910 345,245,310
Deferred Tax Liabilities - -
Total Liabilities 22,007,749,926 18,668,926,535
NET ASSETS 2,052,544,262 1,874,326,991
REPRESENTED BY:
Share Capital 14 3,439,849,620 3,439,849,620
Discount On Issue Of Shares (1,335,963,831) (1,335,963,831)
Share Deposit Money 846,215,185 696,215,185
Statutory Reserve 22,636,885 22,636,885
Depositors' Protection Fund 5,659,222 5,659,222
Unappropriated (Loss) (926,837,475) (956,430,276)
2,051,559,606 1,871,966,805
Surplus/(Deficit) On Revaluation Of Assets - -
Deferred Grants 984,656 2,360,186
Total Capital 2,052,544,262 1,874,326,991

MEMORANDUM / OFF- BALANCE SHEET ITEMS 15

The annexed notes from 1 to 21 form an integral part of this condensed interim financial information.

//4@%

President | CEO Chief Financial Officer Chairman

10 ‘ Half Yearly Report 2020

Director

A Gnn, gy

Director



CONDENSED INTERIM PROFIT AND LOSS (UN-AUDITED)

FOR THE HALF YEAR ENDED JUNE 30, 2020

Half Year Ended Quarter Ended
June 30, 2019 June 30, 2019
Note
Rupees Rupees
Mark-up/Return/Interest Earned 16 1,687,984,307 1,379,348,554 885,621,568 731,956,964
Mark-up/Return/Interest Expensed (705,386,940) (531,410,812) (350,028,712) (288,525,153)
Net Mark-up/Interest Income 982,597,367 847,937,742 535,592,856 443,431,811
Provision against non-performing loans and advances 10.3 (75,143,473) (107,192,974) (41,082,481) (117,813,828)
Provision for diminution in the value of investments - - - -
Recovery against bad debts written off 21,591,651 520,319 21,523,651 129,554
Bad debts written off directly - - - -
(53,551,822) (106,672,655) (19,558,830) (117,684,274)
Net Mark-up/Interest Income after provisions 929,045,545 741,265,087 516,034,026 325,747,537
NON MARK-UP/NON INTEREST INCOME
Fee, Commission and Brokerage Income 42,850,699 64,287,992 12,396,507 31,643,192
Dividend Income - - - -
Other Income 71,026,411 164,850,385 6,712,099 141,301,987
Total Non Mark-up/Non Interest Income 113,877,110 229,138,377 19,108,606 172,945,179
1,042,922,655 970,403,464 535,142,632 498,692,716

NON MARK-UP/NON INTEREST EXPENSES

Administrative expenses (998,182,026) (891,969,024) (517,992,492) (464,869,647)
Other provisions/write offs/adjustment - - - -

Other charges - - - -
Total Non Mark-up/Non Interest Expenses (998,182,026) (891,969,024) (517,992,492) (464.,869,647)
44,740,629 78,434,440 17,150,140 33,823,069
Extra ordinary/unusual items - - - -
PROFIT BEFORE TAXATION 44,740,629 78,434,440 17,150,140 33,823,069
Taxation - Current (25,962,525) (18,045,457) (13,470,271) (10,010,629)
- Prior periods - - - -
- Deferred 10,814,697 (19,516,445) 11,402,967 (12,395,642)
(15,147,828) (37,561,902) (2,067,304) (22,406,271)
PROFIT AFTER TAXATION 29,592,801 40,872,538 15,082,836 11,416,798
Unappropriated loss brought forward (956,430,276) (996,574,069) (941,920,311) (967,118,329)
Profit available for appropriation / (loss) (926,837,475) (955,701,531) (926,837,475) (955,701,531)
APPROPRIATIONS:
Transfer to:
Statutory Reserve - - - -

Capital Reserve - - - R
Contribution to MSDF/ DPF/ RMF - - o R

Revenue Reserve - - - -

Proposed Cash dividend Rs.Nil per share (2019: Rs.Nil per share) - - - -

Others - - - R
Unappropriated loss carried forward (926,837,475) (955,701,531) (926,837,475) (955,701,531)
Eamings per share-Basic & Diluted 0.086 0.119 0.044 0.030

The annexed notes from 1 to 21 form an integral part of this condensed interim financial information.

i Bl
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CONDENSED INTERIM STATEMENT OF (UN-AUDITED)

FOR THE HALF YEAR ENDED JUNE 30, 2020

Half Year Ended Quarter Ended
June 30, 2019 June 30, 2019

Rupees Rupees
PROFIT AFTER TAXATION 29,592,801 40,872,538 15,082,836 11,416,798
Other comprehensive income/(loss)
Items that will not be reclassified to profit and loss account - - -
Items that may subsequently be reclassified to profit and loss account - - -
Comprehensive income transferred to equity 29,592,801 40,872,538 15,082,836 11,416,798
Comy ts of comprehensive income/(loss) not reflected in equity:
Net change in fair value of available-for-sale investments - - - -
Total comprehensive income for the period 29,592,801 40,872,538 15,082,836 11,416,798

The annexed notes from 1 to 21 form an integral part of this condensed interim financial information.

i B

President | CEO Chief Financial Officer Chairman Director
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CONDENSED INTERIM CASH FLOW (UN-AUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2020
June 30, 2019
Rupees
CASH FLOW FROM OPERATING ACTIVITIES
Profit before taxation 44,740,629 78,434,440
Adjustments for non-cash charges
Depreciation 50,630,881 42,267,781
Amortization of intangibles 2,622,099 2,017,604
Amortization of deferred grants (1,375,530) (1,618,236)
Provision against non-performing advances 75,143,473 107,192,974
(Gain) / Loss on disposal of fixed asset (150,000) -
126,870,923 149,860,123
Operating cash flow before working capital changes 171,611,552 228,294,563
Changes in working capital
(Increase)/Decrease in operating assets
Advances (778,679,354) (289,691,608)
Other assets (641,837,128) (75,573,741)
(1,420,516,482) (365,265,349)
Increase/(Decrease) in operating liabilities
Deposits 3,437,788,409 951,333,752
Other Liabilities (97,707,400) 32,218,794
3,340,081,009 983,552,546
Net cash flow from operating activities 2,091,176,079 846,581,760
CASH FLOW FROM INVESTING ACTIVITIES
Net investments in held to maturity securities (275,200,204) (5,498,268)
Investments in operating fixed assets (45,033,185) (91,246,275)
Sale proceeds from disposal of operating fixed assets 150,000 -
Net cash used in investing activities (320,083,389) (96,744,543)
CASH FLOW FROM FINANCING ACTIVITIES
Share deposit money 150,000,000 100,017,601
Borrowings-net (1,257,618) (1,354,704)
Net cash flow from financing activities 148,742,382 98,662,897
Increase in cash and cash equivalents 1,919,835,072 848,500,114
Cash and cash equivalents at the beginning of the period 6,806,251,851 4,496,446,506
Cash and cash equivalents at the end of the period 8,726,086,923 5,344,946,620

The annexed notes from 1 to 21 form an integral part of this condensed interim financial information.

//4@7%
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SELECTED NOTES TO THE CONDENSED INTERIM

FOR THE PERIOD ENDED JUNE 30, 2020

1

15

STATUS AND NATURE OF BUSINESS

1.1

Apna Microfinance Bank Limited (the Bank) was incorporated on May 08, 2003 as a public limited Bank under the
repealed Companies Ordinance, 1984 now the "Companies Act, 2017" (the Companies Act). The Bank was granted
certificate of commencement of business on December 28, 2004 and started its operations on January 01, 2005. Its
shares are listed on Pakistan Stock Exchange Limited. The Bank’s principal business is to provide microfinance
services to the poor and underserved segment of the society as envisaged under the Microfinance Institutions
Ordinance, 2001. The Bank has been operating at national level in Pakistan. The Bank has 123 business locations
comprising of 116 branches and 7 service centers (2019: 123 business locations comprising of 116 branches and 7
service centers) in operation. Its registered office is situated at K-4/3 and 4/4, Ch. Khalig-uz-Zaman Road, Gizri,
Karachi in the Province of Sindh and its head office is situated at 23 - A, Sundar Das Road, Zaman Park, Lahore, in
the Province of Punjab.

In consequence of an inspection by the State Bank of Pakistan (SBP), the lending operations of the Bank were
suspended from November, 2016. Till then the Bank’s information system had not been classifying micro-credits
(Running Finance) cases as non performing advances, had not been making any provision and had not been
suspending related income. Provisioning on said portfolio was determined manually on the basis of management’s
subjective assessment.

Subsequently, the Bank was allowed to resume the lending operations from June 2017. The Bank has built up fresh
portfolio as from June, 2017, amounting to Rs 8,473 million (2019: Rs 7,670 million) against which the related
provision has been recorded and markup is suspended in accordance with the Prudential Regulations for Microfinance
Banks. In year 2018, the Bank also completed the tagging of old running finance portfolio pertaining to the period

prior to November, 2016, by manual input on the basis of available information in physical record.

Following the said suspension of operations, the bank faced enormous operational & financial difficulties and fell
short of its regulatory requirements named as Minimum Capital Requirement (MCR) and Capital Adequacy Ratio
(CAR). However, owing to managements and sponsors below given extraordinary efforts, commitments and
dedications, the Bank overcame all of its financial and operational hurdles and emerged as a survivor in microfinance
industry.

Subsequent to resumption of financing operations, the Bank built up a new credit portfolio. The portrait of growth in
the fresh portfolio and recovery of the old portfolio is stated below:

June - 2020 December-2019

Particulars Temm Running Total Termm Running Total
Finance Finance Portfolio Finance Finance Portfolio

——--—Rupees in million

Loan portfolio built before Nov-2016
Micro credits 14 1,364 1,378 15 1,387 1,402
Less: Provision held
- Specifc 2 1 3 2 1 3
- General - 94 94 - 96 96

12 1,269 1,281 13 1,290 1,303
Loan portfolio built from June-2017

Micro credits 2,667 5,806 8,473 2,817 4,853 7,670

Less: Provision held
- Specifc 122 75 197 91 31 122
- General 25 49 74 27 45 72
147 124 271 118 76 194
2,520 5,682 8,202 2,699 4,771 7,476

Advances - Net of provisions 2,532 6,951 9,483 2,712 6,067 8,779
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SELECTED NOTES TO THE CONDENSED INTERIM

FOR THE PERIOD ENDED JUNE 30, 2020

1.2

As at June 30, 2020 the Bank could not meet the regulatory requirements of "Prudential Regulations for Microfinance
Banks" issued by the State Bank of Pakistan (SBP), mentioned as under;

Regulation R-5 (C): Only those MFBs that are fully compliant with Minimum Capital Requirement (MCR) and
Capital Adequacy Ratio (CAR) (equivalent to at least 15% of their risk weighted assets) shall be eligible to undertake
microenterprise lending.

The Capital Adequacy Ratio of the Bank fell below the minimum ratio required as at June 30, 2020 and the Bank is
hopeful of bringing its CAR upto the required limit in near future.

2 BASIS OF PRESENTATION

This condensed interim financial information is prepared in accordance with BSD Circular No. 11 dated 30 December
2003 issued by the State Bank of Pakistan (SBP) and IAS — 34 ‘Interim Financial Reporting’ and hence do not
include all the information required in the annual audited published financial statements. Accordingly, this condensed
interim financial information should be read in conjunction with the annual financial statements of the Bank for the
year ended December 31, 2019.

This condensed interim financial information is presented in Pak Rupees, which is the Bank's functional and
presentation currency.

BUSINESS AND ECONOMIC ENVIRONMENT

The coronavirus pandemic (COVID-19) has been evolving as a major strain to the global economy including Pakistan,
causing major disruption to the financial activities. COVID-19, is expected to cast a significant impact on the entire
microfinance sector. The Microfinance institutions offer loans and other services to low-income customers who lack
easy access to commercial Banks. However, as household incomes have collapsed with the imposition of lockdowns,
our borrowers’ ability to repay loans has been diminished as well.

This inability of the borrower to repay their loans has direct consequences for Microfinance Banks, on a number of
fronts. These include increased credit risk pertaining to the loans and advances portfolio, reduced income and
continuity of normal business operations. If the present scenario continues in the upcoming months there is a risk that
the resulting slowdown will have severe ramifications on Banks’ outstanding portfolio as well as fresh lending,
recovery activities, core business operations and future financial results of the overall Microfinance industry.

3  STATEMENT OF COMPLIANCE

3.1

3.2

This condensed interim financial information of the Bank for the half year ended June 30, 2020 has been prepared in
accordance with the requirements of the International Accounting Standard 34 — ‘Interim Financial Reporting’,
provisions of the Companies Act, 2017, the Microfinance Institution Ordinance, 2001, the Prudential Regulations for
Microfinance Banks/Institutions and the directives issued by the Securities and Exchange Commission of Pakistan
(SECP) and the State Bank of Pakistan (SBP). In case where the requirements differ, the provisions of Companies
Act, 2017, the Microfinance Institution Ordinance 2001, the Prudential Regulations of Microfinance

Banks/Institutions or the requirements of the said directives have been followed.

SBP has deferred the applicability of International Accounting Standards (IAS) 39 ‘Financial Instruments
Recongnition and Measurement” and International Accounting Standards (IAS) 40 ‘Investment Property ¢ for Banking
Companies through BSD Circular No. 10 dated 26 August 2002. Further, the Securities and Exchange Commission of
Pakistan (SECP) has deferred applicability of IFRS-7 “ Financial Instruments: Disclosures” through its notification
S.R.O 633(1) / 2014 dated 10th July 2014. Accordingly, the requirments of these standards have not been considered
in the preparation of this condensed interim financial information.

4  BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost convention except for certain investments
which are measured at fair value and amortized cost.
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FOR THE PERIOD ENDED JUNE 30, 2020

5  CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of this condensed interim financial information in conformity with the approved accounting standards
requires the use of certain critical accounting estimates. It also requires the management to exercise its judgment in
the process of applying the Bank’s accounting policies. Estimates and judgments are continuously evaluated and are
based on historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

During preparation of this condensed interim financial information, the significant judgments made by the
management in applying the Bank’s accounting policies and the key sources of estimation and uncertainty were the
same as those that applied in the preceding audited annual published financial statements of the Bank for the year
ended December 31, 2019.

6  ACCOUNTING POLICIES AND COMPUTATION METHODS

The accounting policies and the methods of computation adopted in preparation of this condensed interim financial
information are the same as those applied in the preparation of the annual audited published financial statements for
the year ended December 31, 2019.

7 CASH AND BALANCES WITH SBP AND NBP Note June 30, 2020 December 31, 2019
Rupees Rupees
Un-audited Audited
Cash in hand - local currency 683,016,967 461,769,843
Balance with State Bank of Pakistan 7.1 1,101,474,126 694,606,155
Balance with National Bank of Pakistan in:
- Current Account 267,913,730 160,691,770
- Deposit Account 7.2 17,680,030 25,156,568
2,070,084,853 1,342,224,336

7.1 This represents balance maintained in current accounts with the State Bank of Pakistan (SBP) to meet the requirements
of maintaining a minimum balance equivalent to not less than 5% of the Bank’s time and demand liabilities in accordance
with Regulation R-3 of the Prudential Regulations for Microfinance Banks issued by the SBP.

7.2 This carries mark-up rate at 7.50% per annum (2019: 11.25% per annum).

8  BALANCES WITH OTHER BANKS/NBFIs/MFBs Note June 30, 2020 December 31, 2019
Rupees Rupees
. Un-audited Audited
In Pakistan
- In current accounts 33,874,827 43,991,546
- In deposit accounts 8.1 3,722,127,243 2,620,035,969
- Certificates of deposits 8.2 2,900,000,000 2,800,000,000
6,656,002,070 5.464,027,515

8.1 These carry mark-up rates ranging from 6.50% to 11.25% per annum (2019: 11.25% to 14.35% per annum).

8.2 These represent placement with different financial institutions carrying mark-up ranging from 11.50% to 14.50% per
annum (2019: 14.50% to 15.00% per annum). Their maturity ranges from six months to one year from the date of

placement.
9 INVESTMENTS - NET OF PROVISIONS Note June 30, 2020 December 31, 2019
Rupees Rupees
Held to maturity: Un-audited Audited
Treasury Bills -Federal Government Securities 9.1 1,221,162,594 893,953,107
Term Finance Certificate (TFCs) - Silk Bank Limited 9.2 99,950,000 99,960,000
Held for trading:
Mutual Fund - Alfalah GHP Money Market Fund - Nil units (2019: 529,898 units) - 51,999,283
1,321,112,594 1,045,912,390
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10

9.1 This represents T-Bills issued for periods of three to twelve months having maturities ranging from July 02, 2020 to
September10,2020.These carry yields of 7.65% t010.40% per anum (2019: 12.97% to 13.40% per anum).
These securities have an aggregate face value of Rs. 1,230 million. (2019: Rs. 900 million).

9.2

This represents investment in 20,000 units in TFCs issued by Silk Bank Limited. The investment will mature on

August 10, 2025. It carries mark-up at the rate of 6 months KIBOR plus 1.85% per annum (2019: 6 months KIBOR

plus 1.85% per annum).

ADVANCES - NET OF PROVISIONS June 30, 2020 December 31,2019
Note No. of Loans Rupees No. of Loans Rupees
Outstanding p Outstanding P
Un-audited- Audited:
Micro credits 10.1 111,099 9,850,569,203 107,843 9,071,889,849
Less: Provision held:
- Specific 10.2 200,248,221 125,104,748
- General 167,558,748 167,558,748
10.3 367,806,969 292,663,496
Advances - Net Of Provisions 9,482,762,234 8,779,226,353

10.1 All advances are secured by personal guarantees including gold loans amounting to Rs. 824.04 million (2019: Rs. 306.11 million).

10.2 Particulars of non-performing advances

Advances include Rs. 846.915 million (2019: Rs. 486.628 million) which have been placed under non performing status

as detailed below:

June 30,2020 December 31,2019
inci Principal As
Category of Classification Principl Al?wunt Provision Required || Provision Held neipa ‘T"’”"t Provision Required Provision Held
Outstanding Outstanding
=eeene- Rupees -----s--- Rupees ---------
Un-audited Audited
OAEM 510,048,253 - - 69,749,555 - -
Sub-standard 72,294,199 18,010,412 18,010,412 93,911,048 16,611,471 16,611,471
Doubtful 161,964,808 80,757,415 80,757,415 200,980,930 69,930,167 69,930,167
Loss 63,767,841 62,836,693 62,836,693 65,159,576 37,312,472 37,312,472
Written off 38,840,358 38,643,701 38,643,701 56,827,820 1,250,638 1,250,638
846,915,459 200,248,221 200,248,221 486,628,929 125,104,748 125,104,748
10.3 Particulars of provision against non-performing advances
June 30, 2020 December 31,2019
Specific H General H Total Specific || General H Total
-------- Rupees ----------
Un-audited. Audited:
Opening balance 125,104,748 167,558,748 292,663,496  1,109.836363 164558748 1274395111
Charge/ (reversal) for the period 75,143,473 75,143,473 290,568,067 3,000,000 293,568,067
Amount written off - - - (1,275,299,682) (1,275,299,682)
Closing balance 200,248,221 167,558,748 367,806,969 125,104,748 167,558,748 292,663,496
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11 OTHER ASSETS Note June 30, 2020 December 31, 2019
Rupees Rupees
Un-audited Audited
Income / Mark-up Accrued 2,154,655,753 1,490,791,015
Advances to Staff 133,383,174 127,641,630
Advances and Prepayments 246,722,362 310,518,676
Advance Income Tax - Net of Provision 81,059,220 52,997,351
Security Deposits 37,761,920 38,561,920
Inter Banks ATM Settlement account 8,902,136 31,097,089
Insurance Claims Receivable 11.1 439,803,954 434,806,235
3,102,288,519 2,486,413,916
11.1  This represents insurance claims receivable from The United Insurance Company of Pakistan Limited, which is a related
party of the Bank.
12 DEPOSITS AND OTHER ACCOUNTS Note June 30, 2020 December 31, 2019
No. of accounts ” Rupees No. of accounts ” Rupees
Un-audited Audited
Time liabilities
Fixed Deposits (Deals) 12.1 8,547 6,704,803,303 8372 6,507,523,120
Demand liabilities
Saving Deposits 122 33,218 10,360,073,867 31,962 7,951,669,125
Current Deposits 376,675 4,689,994,945 350,237 3,857,891,461
409,893 15,050,068,812 382,199 11,809,560,586
123 418,440 21,754,872,115 390,571 18,317,083,706
12.1  These represent deposits received from customers ranging from 1 month to 5 years. These carry interest rates
ranging from 5% to 15.5% per annum (2019: 5.6% to 15.5% per annum).
12.2  These carry interest rates ranging from 3% to 7.5% per annum (2019: 4% to 11% per annum).
June 30, 2020 December 31,2019
12.3  Particulars of deposits by ownership une coey
No. of accounts " Rupees No. of accounts " Rupees
Un-audited Audited:
Individual Depositors 417,852 17,288,096,437 390,142 14,829,400,647
Institutional Depositors
- Corporations / Firms 572 4,180,384,361 411 3,285,223,519
- Banks & Financial Institutions 16 286,391,317 18 202,459,540
588 4,466,775,678 429 3,487,683,059
418,440 21,754,872,115 390,571 18,317,083,706
D 1,201
13 BORROWINGS Note June 30,2020 ecember 31,2019
Rupees Rupees
Un-audited Audited
Borrowings from Banks/Financial Institutions in Pakistan
Demand Finance 13.1 5,339,901 6,597,519

13.1

The demand finance facility was obtained to purchase brand new locally manufactured vehicles with a

maximum limit of Rs.100 million for the business of the Bank. The facility is secured against hypothecation
charge over the financed vehicles under hire purchase agreement, against corporate guarantee of the Bank.
Each demand finance(for each vehicle) is repayable in 60 monthly installments commenced from the date
of the respective disbursement. It is subject to mark-up at the rate of 1year KIBOR plus 1.50% per annum

payable on a monthly basis.
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14 SHARE CAPITAL

14.1 Authorized capital
No. of shares Rupees
June 30, 2020 December 31,2019 June 30, 2020 December 31,2019
500,000,000 500,000,000  Ordinary shares 5,000,000,000 5,000,000,000
of Rs. 10/- each
14.2  Issued, subscribed and paid-up capital
No. of shares Rupees

June 30,2020 December 31,2019 June 30,2020

December 31, 2019

343,984,962 343,984,962  Ordinary shares of

Rs. 10/- each fully
paid in cash

3,439,849,620

15 MEMORANDUM / OFF- BALANCE SHEET ITEMS

3,439,849,620

15.1 Contingencies:
There are no known material contingencies as at June 30, 2020 (2019: Nil).
15.2 Commitments: Not June 30, 2020 December 31,2019
ote
Rupees Rupees
Un-audited Audited
Bank guarantee 15.2.1 142,272 924,298
15.2.1  This represents bank guarantee issued by the Bank during the year amounting to Rs. 142,272. This guarantee will

expire in August 2020.

Half Year Ended Quarter Ended
June 30, 2019
16 MARK-UP/RETURN/INTEREST EARNED June 30, 2020 une 30, June 30, 2020 June 30,2019
Rupees Rupees Rupees Rupees
Un-audited-

Mark-Up on Loans and Advances 1,301,657,112 1,187,014,739 700,934,634 624,594,875
Mark-Up on Deposit Accounts 329,266,230 150,949,054 158,340,699 85,679,839
Mark-Up on Investments in Government Securities 57,060,965 41,384,761 26,346,235 21,682,250
1,687,984,307  1,379,348,554 885,621,568 731,956,964

17 CASH AND CASH EQUIVALENTS June 30, 2020 June 30, 2019

Rupees Rupees

Un-audited Un-audited
Cash And Balances With SBP And NBP 2,070,084,853 1,364,723,487
Balances With Other Banks/NBFIs/MFBs 6,656,002,070 3,980,223,133
8,726,086,923 5,344,946,620
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18 TRANSACTION AND BALANCES WITH RELATED PARTIES

19

21

Related parties of the Bank comprise the Chief Executive Officer, Directors, group companies, staff retirement benefits
fund, key management personnel and major shareholders of the Bank. The details of transactions and balances with related
parties other than those disclosed elsewhere in this condensed interim financial information are as under:

December 31,2019
Nature of Relationship Nature of Transactions June 30, 2020
Rupees Rupees
Un-audited Audited
Balances at period end:
Deposits 98,990,535 38,181,368
Associated Company Share deposit money 763,015,264 613,015,264
Insurance claims receivable 439,803,954 434,806,235
Key Management Personnel || Deposits || 1,729,937 || 2,601,990
Deposit
Directors / Sponsors / Sharehold poss 2,582,370 2116834
Share deposit money 83,199,911 83,199,911
June 30,2020 June 30,2019
Transactions during the period: Rupees Rupees
Un-audited Un-audited
Deposits received 457,949,553 754,813,567
Withdrawals 397,849,202 829,018,006
Associated Company Mark-up paid on deposits 708,817 4,420,919
Share deposit money received 150,000,000 42,151,381
Share issued against share deposit money - 367,244,195
Deposits received 59,544,766 38,263,564
Key Management Personnel Withdrawals 59,000,186 35,784,016
Mark-up paid on deposits 7,166 490
Deposits received 2,759,304 4,188,944
Withdrawals 1,899,059 4,441,835
Directors / Sponsors / Shareholders Mark-up paid on deposits 24,333 17,453
Share deposit money received - 57,866,220
Shares issued against Share Deposit Money - 186,610,124
Staff Provident Fund [ Contribution made during the period I 10,485,231 || 8,875,108 |
TAXATION
Current

The Bank has carried forward tax losses of Rs. 1,141.64 million (2019: Rs. 1,266.09 million) as at reporting date due to
which no taxable income arises during the period. However, under section 113 "minimum tax on income of certain persons"
of the Income Tax Ordinance, 2001, the Bank is required to make a provision for minimum taxation. Therefore, provision

for minimum taxation amounting to Rs. 25.962 million (2019: Rs. 45.297 million) has been made.

Deferred tax

The management is expecting future taxable profits and has recognized deferred tax asset amounting toRs.508.475 million
on the basis of financial projections indicating utilization of deferred tax asset against those future taxable profits. The
financial projections involve certain key assumptions such as deposit composition, interest rates, decrease in cost of
deposits and operational costs, growth of deposits and advances, investment returns and potential recoveries against non-

performing loan. Any significant change in the key assumptions may have an effect on the utilization of the deferred tax
asset.
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20 DATE OF AUTHORIZATION FOR ISSUE

This condensed interim financial information was approved and authorised for issue by the Board of Directors on
August 28, 2020

21 GENERAL

21.1 No significant reclassification / rearrangement of the corresponding figures has been made.
21.2  Figures have been rounded off to the nearest rupee unless otherwise stated.

i B
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