
Directors’ Report     
 
 
On behalf of the Board of Directors, I am pleased to present the Directors’ Report and the audited Financial 
Statements of Sindh Microfinance Bank Limited (SMFB) for the year ended December 31, 2018.  The year 2018 was 
the second complete year of operations for the Bank and despite challenges, the Bank has shown consistent and 
commendable progress compared to last year.  
 
To date the Bank has disbursed approximately Rs. 1.5 billion in loans to more than 65,000 women and it is on the 
correct path to achieving its mission to reduce social and economic poverty by creating opportunities for low income 
households especially women through cost effective and financially sustainable products and services. In accordance 
with its mission, during the year the Bank added Livestock Loans to its suite of products. These are small loans for 
underprivileged women who are engaged in Livestock related activities in Sindh. 
 
During the year SMFB increased its network of branches and service centers from 50 locations in 2017 to 60 locations 
in various underprivileged areas of Sindh. These locations have been set up to cater micro-credit services to low 
income households in these jurisdictions. 
 
Overall the Bank increased its total assets from Rs. 0.8 Billion to Rs. 1.0 Billion representing an increase of 25% over 
2017. Net equity also grew from Rs. 799 million in 2017 to Rs. 837 million in 2018 which is an increase of 5% over 
2017. Gross Loan portfolio of the Bank reached Rs. 590 million (2017: 342 million) which is an increase of 73% over 
the preceding year. 
 
Most microfinance banks suffer losses in their first years of operations, however SMFB was able to plan for 
sustainability and achieve organic sustainable growth while maintaining a very low client delinquency ratio i.e. 0.4%. 
The Bank has grown in terms of outreach in location and clients all the while maintaining a near 20% Net Profit 
Margin. 
 

Financial Results 2018 2017 
                     …………Rupees……… 

Net Interest Income 197,697,902 116,468,554 
Non Interest Expenses (145,735,309) (85,524,686) 
Profit Before Taxation          51,962,595          30,953,593  
Less Taxation        (13,878,574)         (9,228,250) 
Profit after Tax          38,084,021          21,725,343  
   
Earnings per share                      0.51                     0.29  

 

Future Outlook 
The Bank plans to continue its expansion in the Province in Sindh during the year 2019 and grow its portfolio in a 
sustainable and profitable manner and initiate process to upgrade Bank’s operations to National Level. 

However, in 2020 it is envisaged that the Bank after obtaining license for National level expand its network across 
Pakistan so that its services to the low income and underprivileged women are available in all major cities and most 
rural towns. 

In order to fund this expansion, the Bank will need to increase its equity, leverage on borrowings from correspondent 
banks and international impact funds in addition to focusing on deposit mobilization.  



During the year 2018, the Bank applied to the State Bank of Pakistan for its Line of Credit Fund and the State Bank 
approved Rs. 750 million for on-lending purposes.  

Efforts are also underway by the management of the Bank to procure funding from corresponding local banks and 
International Impact Funds. On the deposit side, the Bank plans to introduce customer friendly small deposit 
products and employ a business development team in order to develop the liability side of the Bank. 

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.7.6 million) and 5% of profit after tax to the Depositors' Protection Fund 
(Rs. 1.9 million) during 2018.  

Capital Adequacy Ratio  
The Banks Capital Adequacy Ratio as on Balance Sheet date stood at 115% as of December 31, 2018 compared to 
170% as at the end of 31 December 2017. The high capital adequacy ratio of the Bank is due to low leveraging and 
under investment in gross loan portfolio which is typical of any startup Bank. 

Change in Composition in Board of Directors  
Casual vacancy of Ms. Masooma Hussain occurred after her resignation as nominee Director during the 2nd quarter 
of the year. The vacancy was filled in the month of August 2018. 

Meetings of the Board 
SMFB Board met four times during the year and the detail of the attendance are as follows: 
 

S. No. Name Gender Position Meetings Attended 
1 Shamsuddin Khan Male Chairman/Non-Executive Director 4 
2 Naila Masood Female Independent Director 4 
3 Masooma Hussain Female Non-Executive Director 1 
4 Liaquat Ali Male Independent Director 4 
5 Farooq Ahmed Male Independent Director 4 
6 Dr. Noor Mohammad Soomro Male Non-Executive Director 3 
7 Abdul Rauf Chandio Male Non-Executive Director 0 
8 Shoaib Arif Male Executive Director 4 

  

Audit Committee  
The Audit Committee consists of two independent directors namely, Mr. Liaquat Ali and Mr. Farooq Ahmed and one 
non-executive director Dr. Noor Mohammad Soomro. 

Holding Company  
Sindh Bank Limited with a holding of 99.99% shares is the holding company of Sindh Microfinance Bank Limited.  

Auditors 
The present auditor Messrs. Grant Thornton Anjum Rehman Chartered Accountants stand retired and are eligible 
for re-appointment in the forthcoming Annual General Meeting.  

Credit Rating  
Pakistan Credit Rating Agency (PACRA) has assigned a long term rating of “A-“and short term rating of “A2” with 
Stable outlook to Sindh Microfinance Bank. These ratings denote low expectation of credit risk and strong capacity 
for timely payment of financial commitments. 



 
Pattern of Shareholding  
The pattern of Shareholding of the bank as at December 31, 2018 as required under sub section 4(i) of section 17 of 
the Public Sector Companies Rules 2017 is as follows: 
 

No. of Shareholders Shareholders (s) No. of Shares % Shareholding 
7 SMFB Board of Directors 7 Less than 0.001% 
1 Sindh Bank Ltd 74,999,993 99.99% 
8                                                     75,000,000 100% 

 

Financial Highlights of prior years 
Key performance highlights of prior years are summarized and annexed to this report. 
 
Earnings Per Share  
Earnings per share of the bank for the year ended 2018 was Rs. 0.51 compared to Rs. 0.29 as at end of year 2017.  

Employee Benefits Schemes 
Value of investments including accrued income of provident and gratuity funds as at December 31, 2018 on the basis 
of their respective financial statements are:  
 
Recognized Provident Fund (un-audited)  Rs. 8,887,197  
Gratuity Fund (un-audited)   Rs. 5,246,750 

 
Environmental and Corporate Social Responsibility 
The Bank places great importance to its obligations relating to the environment and social responsibilities. For every 
loan disbursed in the low income communities our loan officers engage in a training session on cleanliness, taking 
care of environment, planting of trees, not to engage in using tobacco and associated drugs, encouraging  clients to 
send  children to school and prohibition of under-age marriages to mention a few. 
 
In addition to the above, the Bank also has a list prohibitive activities which is in compliance with the SMART 
Campaign for microfinance institutions. 
 
The Board of Directors also approved an Environment and Social Policy for Bank in August 2018 
 
Risk Management 
The Bank has developed a comprehensive Risk and control framework to identify and manage key risk areas faced 
by the Bank and has a functioning independent Risk Department. 
 
During the year 2018, certain areas of Tharparkar were designated as 'drought affected areas' by the Government 
of Sindh and hence all financial institutions were requested by the Regulator to engage in a restructuring exercise 
for the portfolio affected by draught in these areas. 
 
The Bank is actively managing the portfolio affected by draught with more stringent monitoring and controls. 

 
Corporate Governance  
The Board of Directors of the Bank is responsible to the shareholders for the management of the Bank. It 
acknowledges the responsibility for the system of sound internal controls and is committed to uphold the highest 
standards 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) These financial statements have been prepared in accordance with approved accounting standards as 

applicable in Pakistan. Approved accounting standards comprise of the International Financial Reporting 
Standards (IFRSs) issued by the International Accounting Standards Board (IASB) as are notified under the 
Companies Act 2017, the requirements of the Companies Act 2017, the Microfinance Institutions 
Ordinance, 2001 and the regulations / directives issued by the SECP and SBP. Wherever the requirements 
of the Companies Act 2017, the Microfinance Institutions Ordinance, 2001 or the regulations / directives 
issued by the SECP and SBP differ with the requirements of IFRSs, the requirements of the Companies Act 
2017, the Microfinance Institutions Ordinance, 2001 or the requirements of the said regulations / directives 
shall prevail.  

e) The system of internal control is sound in design and has been effectively implemented and monitored. The 
ultimate responsibility of the effectiveness of internal control system and its monitoring lies with the Board. 
An Audit Committee has been formed for the purpose that meets periodically and independently 
throughout the year with the management and also the internal and external auditors to discuss the 
effectiveness of internal control system and other financial reporting matters. In addition, there are 
financial forecasts and budgetary control procedures in place, which are reviewed and monitored 
throughout the year to indicate and evaluate the variances from the budget.  

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

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 co-operation extended to the bank. Finally, we are also thankful to 
our Parent Company Sindh Bank and especially staff and colleagues for their committed services provided to our 
valued customers. 
 
On behalf of the Board of Directors: 
 

 
 
Place: Karachi 
Dated: February 20, 2019 
 



Chairman’s Review             
 

It is my pleasure to present this report and the performance of the Bank and its Board for the year ended 
December 31, 2018. As an upcoming microfinance bank its performance is admirable in terms of the 
outreach achieved, network expansion and profitability. The Bank is now spread all over Sindh via its 
sixty service locations and has served more than 65,000 women entrepreneurs and is aiming to expand 
its outreach further in the ensuing years. 

The Board has reviewed the audited Annual Financial Statements of the Bank for the year ended 
December 31, 2018, and is pleased to confirm that in its view the financial statements of the Bank 
represent a true and fair view of the financial position and performance of the Bank. 

A strong corporate governance framework is at the core of any financial institution’s sustained 
performance, reputation and sustainability.  The Board of SMFB places great importance on a culture that 
ensures integrity, ethical values, and respect for regulations along with an unwavering commitment 
towards the mission of the bank to reduce social and economic poverty by creating opportunities for low 
income households especially women through cost effective and financially sustainable products and 
services. 

The Board of Directors is composed of seven directors of which six are Non-Executive and three are Non-
Executive and Independent Directors. We are also proud to have a female member on the Board. The 
Board carries out a review of its performance each year after the closure of the financial year, on a self-
assessment basis. The overall performance of the Board was assessed as satisfactory.  

During the year the Board also reviewed and approved a number of policies which included Compliance 
Program, Fraud Prevention Policy, Amendment  to KYC/AML policy, Safety, Health and Environment 
policy, Outsourcing Policy, Expenditure Control Policy, Liquidity Management Policy, Revision of Risk 
Management Policy, HR, Grievance/Complaint Handling policy, Environmental and Social Risk 
Management Policy, Donation Policy, Communication Policy, Fair Debt Collection Policy, Procurement & 
Disposal Policy, Revision of Audit Policy and Manual, Succession Plan and Anti- Sexual Harassment 
Policy. 

The Board has also constituted the following Committees and during the year these Committees 
performed as designated by the Board:  

 The Audit Committee focused on improvement of internal controls of the Bank and follow up of 
the external audit and internal audit observations and recommendations 

 The Risk Committee of the Bank engaged in review and approval of the Risk Management Policy 
of the Bank and review of risk identification and compliance structure of the Bank on an ongoing 
basis. 

 The Human Resource and Remuneration Committee ensured that the HR policies were adhered 
to.  

 The Nominations Committee along with evaluating the Board’s performance and the Bank’s 
compliance with corporate governance regulations recommended on timely basis relevant 
appointments to the Board in order to fill casual vacancies during the year. 

 The Procurement Committee oversaw material procurements of the Bank and ensured that the 
Bank’s procurement rules were adhered to and the Sindh Public Procurement Rules, 2010 were 
followed to the extent of their applicability on SMFB.  

 
On an overall basis, I believe that the Bank is on the correct strategic path and is developing in a 
sustainable manner. On behalf of SMFB I would like to acknowledge the contribution of all our employees 
in the success of the Bank and the Regulators for their guidance and support for this institution. 

 
Shamsuddin Khan 
Chairman of the Board 
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