DIRECTORS’ REPORT TO THE MEMBERS

Dear Members,

It is my pleasure to present, on behalf of the Board of Directors, the Audited Financial Statements of the Sindh
Microfinance Bank Ltd. (The bank) for the year ended December 31, 2015. The year under review is the first
year since incorporation of the Bank on March 27 2015.

Economic Review

Pakistan remained relatively unaffected from the recent troubles of the world economy, due to the decrease in
oil prices and slow growth of Chinese economy and consequent deflation worldwide. The decrease in oil prices
has led to reversal of the previous high inflation (2014: 7.2%, 2015: 1.86%) and buildup of FOREX reserves 10
USD 21 illion from USD 14.9 billion in 2014. The State Bank of Pakistan in view of these fundamental changes
decreased the policy rate from a high of 9.5% in 2014 to 6.0% in 2015 in order to stimulate credit off-take in
the Country. The key question remains if Pakistan's economy will be able to bear the consequence of lower
foreign direct investments in future and decrease in global demand which has resulted in continuous decline in
our exports,

Increased money supply and stimulation of demand in the economy coupled with a concerted effort to

address the power supply problem would however lead to better growth opportunities for micro-
entrepreneurs.

State of Affairs of the Bank

The Bank received its certificate of incorporation on March 27, 2015 from Securities and Exchange Commission
of Pakistan (SECP) and the State Bank of Pakistan (SBP) granted license on October 16, 2015.The certificate of
commencement of business issued by SECP on November 30, 2015.

The Bank is poised to commence operations after completion of “pre-commencement inspection” and
consequent go ahead from the SBP for commencement of banking operations. The management of Bank; has
reached to readiness for operations as the core banking application has been deployed, a branch has been
established and is duly equipped with the necessary infrastructure and staffing for head office and branch.

Financial Position

The Bank was incorporated with a total equity of PKR 750 million and as at December 31, 2015 which is
standing at PKR 765.2 million. A profit after tax of PKR 15.2 million (Earnings per share of was PKR 0.2)
comprised of income from treasury activities and a conservative approach toward expenses. 20% of the net

profit from the year ended was transferred to a statutory reserve as per the requirements of the prudential
gulations for microfinance banks.




Total assets of the Bank at year end was PKR 767.6 million, of which 98% comprised of Cash and Balances with
Banks and Fls, 0.3% in fixed assets, 1.1% in accrued interest and prepaid expenses and 0.1% in deferred tax
assets.

During the year the Bank earned PKR 38.5 million in interest income from investments. Administrative
expenses of PKR 15.1 million were incurred during the year of which major expenses were 56% in salaries, 27%
regulatory related expenses and 7% in office rent. Hence profit before taxation was PKR 23.4 million.

Future Outlook

The future of microfinance in Pakistan is very much promising. The industry has witnessed an impressive
growth of over 30% in 2015. Therefore, we are very much confident that the Bank has a bright future.
However, in initial years the bank will be focusing on building infrastructure especially human capital which will
help in achieving high growth in later years at an accelerated pace.

The Bank plans to have its presence in all major areas of Sindh in the next three years with 15 branches and 60
service centers with loan portfolio/outreach of over PKR 1000 million and 40,000 borrowers comprising mostly
women, who would be catered through the Bank’s flagship product "SUJAG AURAT”

Paid-up Capital

The Bank's equity free of losses is PKR 765.2 million as at December 31, 2015 which adequately meets the
minimum capital requirement for microfinance banks operating in a province as of December 31, 2015.

Credit Rating

As per the requirements of the prudential regulations for microfinance banks, we will have our Bank rated in
the year 2017, after completion of one year of commencement of deposit mobilization services.

Transfer Pricing

All transactions with the related parties undertaken during the financial year were at arm’s length price and in
the best interest of the Bank.

Auditors

The present auditors M/s Grant Thornton Anjum Rahman Chartered Accountants stand retired after
completing their first annual audit of the Bank and being eligible to be reappointed as their consent for
reappointment has duly been received. The Board on recommendation of the Audit Committee approved their
intment for the year ending December 31, 2016.
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We have sudited the annexed balance sheet of Sindh Microfinance Bank Limited (the
Bank) as at December 31, 2015 and the related profit and loss account, statement of
comprehensive income, cash flow statement and statement of changes in equity together with
the notes forming part thereof (here-in after referred to as the “financal statements”), for the
penod (frome March 27, 2015 to Decemvber 31, 2015) then ended and we state that we have
obtamned all the information and explanations which, 1o the best of our knowledge and belie,
were necessary for the purposes of our audin.

It 15 the responsibility of the Bank’s management to establish and matntuin a system of internal
control, and prepare and present the above said statements in conformity with the approved
accounting standards and the requirements of the Companies Ordinance, 1984, and the
Microfinance Institutions Ordinance, 2001. Our responsibility is 1o express an opimion on
these financal statements based on our audit

We conduct our audit in accordance with the audinng standards as apphcable m Pakistan.
These standards require that we plan and perform the audit 1o obtain reasonable assurance
abour whether the above smd statements are free of any matenal musstatement. An sudit
mcludes 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 sgnificant
esumates made by management, as well as, evalusung the overall presentation of the above
said statements. We believe that our audit provides a reasonable basis for our opinion and,
after duc venfication, we report that:

(a) m our opmion, proper books of accounts have been kepr by the Bank as
required by the Companics Ordinance, 1984 and the Microfinance Insututions
Ordmance, 2001;

(b) i our opiuon

) the balance sheet and profit and loss account together with the notes
thercon have been deawn up in conformuty with the Companies
Ordinance, 1984 and the Microfinance Institutions Ordinance, 2001 and
the directnves issued by the Suate Bank of Pakistan (SBP), and are in
agreement with the books of account and are further in sccordance with
accounung policics stated theren;
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(1) the expenditure incurred dunng the penod was for the purpose of the
Bank's busmess; and

(i)  the business conducted, investments made and the expenditure incurred
during the period were in accordance with the objects of the Bank and
the directives tssued by the SBP,

(c) in our opinion and to the best of our mformation and according 1o the
explanations given to us, the balance sheet, profit and loss account, cash flow
staterment and statement of changes i equity together with the notes forming
part thereof conform wath approved accounung standards as applicable in
Pakistan, and, give the miormanon required by the Compantes Ordinance,
1984 and the Microfinance Insttutions Ordinance, 2001 and the directives
issued by the SBP in the manncr so required and respectively give a true and
fair view of the state of the Bank’s affairs as at December 31, 2015 and of the
profit, its cash flows and changes in equity for the peniod then ended; and

(d) m our opimion, no Zakat was deducuble at source under the Zakar and Ushr
Ordinance, 1980 (XVII11 of 1980).

Daic Mach 7, 2016 %ﬂ;ﬁéﬁ& n"ﬁ-‘&m"“

Muhammad Shaukat Nasech
Engagement Parmer
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SINDH MICROFINANCE BANK LIMITED
BALANCE SHEET

AS AT DECEMBER 31, 2015

December 31,

2015
Note Rupees
ASSETS
Cash and balances with SBP and NBP 4 10,022
Balances with other banks / NBFls / MFBs 5 155,843,727
Lending to financial institutions 6 600,000,000
Investment - net of provimons -
Advances - net of provisions -
Operating fixed assets 7 2,524,053
Other assets 8 8,182,149
Deferred tax asset 1,082,485
Total assets 767,642,436
LIABILITIES
Deposits and other accounts =
Borrowings -
Subordmated debe -
Other liabilines 9 2,429,615
Deferred tax habilines -
Total liabilities 2,429,615
NET ASSETS 765,212,821
REPRESENTED BY:
Share capital 10 750,000,000
Statutory and General Reserves 3,042,562
Depositors’ protection fund 760,641
Unapproprated profit 11,409,618
765,212,821

Surplus/(deficst) on revaluanon of assets -
Deferred grants -
Total capital _‘m
MEMORANDUM / OFF BALANCE SHEET ITEMS 1

~
The annexed notes from 1 1o 25 form an megzal part of these financial :mcmcnu.q | M




SINDH MICROFINANCE BANK LIMITED
PROFIT AND LOSS ACCOUNT

FOR THE PERIOD ENDED DECEMBER 31, 2015
(From March 27, 2015 to December 31, 2015)

Mark-up / return / interest earned 12
Mark-up / retum / interest expensed

Net mark-up / mterest mcome

Provinon agamst non-performing loans und advances

Provision for diminution in the value of investments

Bad debts wonen off duectly

Net mark-up / mterest income after provisions
Non mark-up/non interest income
Dwvadend moome

Onther income

Total non mark-up / non mterest income

Non mark-up / non interest expenses
Admmistrative expenses 13

Ohrher provimons/ wrte offs
Other charges
Total non mark-up / non mterest expenses
Profit before taxation
Taxanon
- current 14

9,274,004

(1,082,485)

(8,191,519)

15,212,821




SINDH MICROFINANCE BANK LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE PERIOD ENDED DECEMBER 31, 2015
(From March 27, 2015 to December 31, 2015)

December 31,
2015
Rupees
Profit after taxation for the period 15,212,821
Other comprehensive income:

- ltems that may be reclasnified to profit and lots acoount -

- Ltesy that sl mot reclassified to profit and loss acount subsogwently -
Comprehensive income for the period transferred o equity 15,212 821
Components of comprehensive income not reflected in equity:

- Surplues [ (eficst) om revaluation of aisets =
Total comprehensive income for the period 15,212 821

The annexed notes from 1 1o 25 form an mtegral part of these financial statements. S ey
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SINDH MICROFINANCE BANK LIMITED
STATEMENT OF CHANGES IN EQUITY

FOR THE PERIOD ENDED DECEMBER 31, 2015

(From March 27, 2015 to December 31, 2015)

Total comprehensive income
- Profit after taxation
- Other comprehensive mcome
Transfer to statutory reserve
Transfer to depositors’ protection fund
- 5% of the profit after tax for the penod

- retum on investments - net of tax

Transaction with owner:
Issue of share capital

Balance as at December 31, 2015

The annexed notes from 1 to 2

Yy

ént VC hiet Executive

Chmrman

rm an integral part of these financial statements. § {\rl), <

Reserve
Capital Revenue
: '
Sha.rc Statutory raserve Depo.mon . Unappropriated Total
capital protection fund profit equity
Rupees
|I
. - . 15,212,821 15,212,821
= - . 15,212,821 15,212,821
- 3,042,562 - (3,042,362) .
- . 760,641 (760,641) .
750,000,000 - - - 750,000,000
750,000,000 3,042,562 760,641 | 11,409,618 765,212,821

@QM

Director




SINDH MICROFINANCE BANK LIMITED
CASH FLOW STATEMENT

FOR THE PERIOD ENDED DECEMBER 31, 2015
(From March 27, 2015 to December 31, 2015)

December 31,
2015

Note Rupees
CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation 23,404,340
Adjustments:

Depreciation 13 295,193
Operating cash flows before changes in working capital 23,699,533
Working capital changes
Increase in other assets (8,182,149)
Increase in other abilities 694,763

(7,487,386)
Cash generated from operations 16,212,147
Income tax paid (7,539,152)
Net cash flow from operating activitics 8,672,995

CASH FLOW FROM INVESTING ACTIVITIES

Net mvestments m term deposit recepts (200,000,000)
Net mvestments in certificate of mvestment (50,000,000)
Net mvestments in letter of placement (400,000,000)
Disposal of certificate of investments 50,000,000

Purchase of operating fixed asscts 7.1 (2,819,246)
Net cash (used in) investing activities (602,819,246)

CASH FLOW FROM FINANCING ACTIVITIES

Receipts from issue of share capital 750,000,000
Net cash gencrated from financing activities 750,000,000
Net increase in cash and cash equivalents 155,853,749

Cash and cash equivalents at the beginning of the penod -

Cash and cash equivalents at the end of the period 19 155,853,749

The anncxed notes from 1 to 25 form an integral part of these financial statements. S?&\
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SINDH MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31, 2015
(From March 27, 2015 to December 31, 2015)

1
11

21

STATUS AND NATURE OF BUSINESS

Sindh Microfinance Bank Limited (the Bank’) was incorporated on March 27, 2015 as a public Company
hmited by shares under the Companies Ordinance, 1984. The Bank obuaned Microfinance banking
license from SBP on October 16th, 2015, to operate in Sindh Province. Subsequently the Bank has
received the certificate of commencement of business from Securities & Exchange Commission of
Pakistan (SECP) on November 30th, 2015, ‘The Bank's registered office s situated at 39/F, 2nd Floor,
Muhammad Ali Cooperative Housing Socicty, Karacht. The Bank's pancipal business will be to provide
microfinance services to the poor and underserved segment of the socicty as envisaged under the
Microfinance Instituttons Ordinance, 2001,

The Bank 1s the wholly owned subsidiary of Sindh Bank Limited.

To start the operatons, the Bank 15 in the process of complying inspecnion requirements from SBP as per
normal procedures.

BASIS OF PRESENTATION

These financial statements have been presented in accordance wath the requirements of Banking
Supervision Department (BSD) Circular No. 11 dated December 30, 2003 issued by the State Bank of
Pakistan (SBP).

Statement of compliance

These financial statements have been prepared in accordance with the directives 1ssued by SECP and SBP,
the requirements of the Microfinance Institutions Ordinance, 2001 (the MF1 Ordinance), the Companies
Ordinance, 1984 (the Companies Ordinance) and the International Financial Reporting Standards (IFRSs)
issued by the Intermational Accounting Standards Board (IASB) and interpretations ssued by the
Standards Interpretation Committee of [ASB as adopted in Pakistan. In case where provisions of
directives 1ssued by the SECP and SBP, the MFI Ordinance and the Companies Ordinance differ wath the
requirements of these standards, such provisions of SBP directive, the MFI Ordmance and the
Companies Ordinance shall prevail.

SBP wvide 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 "Investment Property’, ull further instructions. Accordingly, the requirements of
these standards have not been considered in the prepamtion of the finanaal statements. Further, the
SECP wide SRO. No. 411(1)/2008 dated Apnl 28, 2008 has deferred the applcability of Intemnanonal
Financaal Reporting Standards (IFRS) 7 'Financial Instruments’, ull further mstructions. However,
investments have been measured in accordance with the requirements of SBP’s BSD Circular No. 11
dated December 30, 2003 and Prudential Regulations for Microfinance Banks (the Regulations).

This is the first set of financial statements of the Bank prepared from March 27, 2015 to 31 December,
2015. Therefore, comparative figures have not been presented.

Basis of measurement
Accounting convention
These financial statements have been prepared under the historical cost convention.

These financial statements have been prepared following accrual basis of accounting except for cash flow
statement.



SINDH MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31, 2015
(From March 27, 2015 to December 31, 2015)

23

24

Functional and presentation currency

Items included in the financial statements are measured using the currency of the prnmary economic
environment in which the Bank operates. The financial statements are presented in Pakistani Rupees
which 1s the Bank's functional and presentation currency.

Standards, Amendments and Interpretations to Approved Accounting Standards

Standards, amendments and interpretations to the published standards that are relevant o the
bank and adopted in the current year

The Bank has adopted the following new standards, amendments to published standards and
nterpretations of IFRSs which became effective during the current year.

Standard i i ; Effective D
IFRS 12 - Disclosure of Interests in other Entitics January 1, 2015
IFRS 13 - Fair Value Measurement January 1, 2015

Adoption of the above revisions, amendments and iterpretations of the standards have no significant
cffect on the amounts for the year ended December 31, 2015,

Stundards, amendments to published standards and interpretations that are effective but not
relevant

The other new standards, amendments to published standards and interpretations that are mandatory for
the financial year beginning on January 01, 2015 are consilered not to be relevant or to have any
significant effect on the Bank's financial reporting and operations and are therefore not presented here.

Standards, amendments and interpretations to the published standards that are relevant but not
yet effective and not early adopted by the Bank

The following new standards, amendments to published standards and interpretations would be effective
from the dates mentioned below against the respective standard or interpretation.

Effective Date
IAS 1 - Disclosure Initiative (Amendments to IAS 1 Presentation of January 1, 2016
Financial Statements)
Standards, amendments and interpretations Effective Date
Annual Improvements to TFRS 2012 - 2014 Cycle January 1, 2016
IAS 16 and IAS 38 - Clanficanon of Acceptable Methods of January 1, 2016

Deprecation and Amortizanon (Amendments to IAS 16 and IAS 38)

The Bank 15 in the process of assessing the impact of these Standards, amendments and mterpretatons to
the published standards on the financal statement of the Bank.



SINDH MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31, 2015
(From March 27, 2015 to December 31, 2015)

Standards, amendments and interpretations to the published standards that are not yet notified
by the Securitics and Exchange Commission of Pakistan (SECP).

Following new standards have been mssued by the International Accounting Standards Board (IASB)
which are yet to be notified by the SECP for the purpose of applicability in Pakistan,

IASB cffective date
(annual periods

beginning

on or after)
IFRS 14 'Regulatory Deferral Accounts’ January 1, 2016
IFRS 15 "Revenue from Contracts with Customers’ Jamuary 1, 2018
TFRS 09 ‘Financial Instruments (revised 2014)" January 1, 2018
IFRS 16 "Leases’ January 1, 2019

25 Significant accounting estimates and judgments

The preparation of financial statements in conformity with the Accounting and Financial Reporting
Standards for Small-Sized Entitics issued by the Institute of Chartered Accountant of Pakistan requires
management to make judgments, estimates and assumpuons that the affect the application of policies and
reported amounts of assets and labilities, income and expenses. The esumates and associated assumptions
are based on historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgments about carrying values of assets
and habilitics that are not readily apparent from other sources. Actual results may differ from these
esumates.

The estimates and underlying assumptions are reviewed on ongomng basis. Revisions to accountng
estimates are recognized in the period in which the esumates are revised.

Sigmificant areas requining the use of management estimates in these financial statements relate to the:
Note

a) Useful life of deprecuable assets :
b) Provision for taxation 35

However, assumptions and significant judgments made by the management in the application of
accounting pohicies that have significant effect on the financial statements are not expected to result in
mutenal adjustment to the carrying amounts of assets and habilines 1n the next year.

26  General
Figures have been rounded-off to nearest rupee, unless stated otherwise.

Where there are no amounts to be disclosed in the amount captions as prescribed by BSP circular No.11
dated December 30, 2003 issued by the SBP in respect of form of the financial statements for
microfinance banks, these captions have not been reproduced in these financial statements.



SINDH MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31, 2015
(From March 27, 2015 to December 31, 2015)

3

3a

SIGNIFICANT ACCOUNTING POLICIES

The panapal accounting pobicies adopted and applied in the prepatation of these financial statements are
set out below.

Cash and cash equivalents

Cash and balances are stated at cost For the purpose of cash flow statement, cash and cash equivalents
compnses of cash i hand, balances with State Bank of Palastan (SBP), National Bank of Pakistan (NBP)
and balances held wath other banks in current and deposit accounts.

Advances

These are stated nct of provisions for non-performing advances, (if any). The outstanding portion of the
advances, payments against which are overdue for 30 days or more, are dassified as non-performing and
divided mnto the following four categones as prescribed in Prudential Regulations for Microfinance Banks
issued by the SBP.

a)  Other assets especully mentoned (OESM): These are advances m amrears (payments /
installments overdue) for 30 days or more but less than 60 days.

b)  Substandard: These are advances mn arrears (payments / nstallments overdue) for 60 days or
more but less than 90 davs.

<) Doubtful: These are advances i arrears (payments / mstallments overdue) for 90 days or more
but less than 180 days.

d) Loss: These are advances in arrcary (payments / installments overdue) for 180 days or more.

In addition, 3 general provision is muntuned equivalent to 1% (2013: 1%) of the net outstanding balance
{advances net of specific provisions) for potential loan losses. In addition, general provisson s not requited
in cases where loans have been secured aganst gold and other cash collaterals with appropnate margin

Specific and general provisions are charged to income for the year

Non-performing advances are wntten off one month after the loan is classsfied as 'Loss’ m accordance wath
the requrements of the Prudental Regulations for Microfinance Banks sssued by the State Bank of
Pakistan. However, the Bank continucs its efforts for recovery of the wntten off balances.

Operating fixed asscts
Tangrbke assets - vomed

These ate stated at cost less accumulated depreciation and any sdentified impairment losses (if any). Cost of
operatng fixed assets consists of purchase price which 1 equal 10 the fair value of connderation paid at the
time of scquisibon ot construction of the asset plus directly sttnbutable costs in bnnging the asset 1o their

Depreciation is charged on additions from the month in which asset 1s avatlable for use, using the straight
kine method to the month of disposal.

Gam or loss on disposal, if any, are recognized in the profit and loss account in the year in which they
anse.



SINDH MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31, 2015
(From March 27, 2015 to December 31, 2015)

34

35

36

Subsequent costs are included in an asset's carrying amount or recognized as a scpamte asset as
appropmnate, only when 1t 1s probable thar future benefits associared wath the nmem will flow to the Bank
and the cost of the item can be measured reliably. All other repairs and maintenance expenses are charped
to the profit and loss account as and when incurred.

Capital work-in-progress

Capital work in progress is stated at cost less accumulated impairment losses, if any. All expenditures
connected with specific assets incurred durning mstallanon and related advances there agansy, if any, are
carried under this head. These are transferred to specific assets as and when assets become available for
use.

Intangsble assets

Intangible assets are stated at cost less accumulated amortzation and accumulated impairment losses, if
any. Intangible assets are amortized from the month when these assets arc available for use, using the
straight line method, whereby the cost of the intangible assets are amortized over its estimated useful bives
over which economic benefits are expected to flow to the Bank. The useful lives are reviewed and
adjusted, if approprate, at each balance sheet date

Impairment of non-financial assects

The carrying amount of assets are reviewed at each balance sheet date for impatrment whenever events or
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable. If such
indication exists and where the carrying value exceeds the estimated recoverable amount, assets are wntten
down to their recoverable amounts. Recoverable amount s the greater of net selling pnce and value in
use. The resulting impairment loss s taken to the profit and loss account except for imparrment loss on
revalued assets, which is adjusted against the related revaluation surplus to the extent that the impairment
loss does not exceed the surplus on revaluation of that asset.

Taxation
Current

The charge of current tax is based on taxable income at the applicable rate of taxation after mking mto
account available tax credits and rebates. Income for the purpose of computing current taxation is
determined under the provisions of tax laws.

Deferred

Deferred tax is accounted for using the balance sheet method m respect of all taxable temporary
differences arising from differences between the carrying amount of assets and Habilitics in the financial
statements and the comresponding tax bases used in the computation of taxable profit. Deferred tax
liabilinies are recognized for all taxable temporary differences and deferred tax assets are recognized to the
extent that it is probable that taxable profits will be available agamst which the deducuble remporary
differences, unused tax losses and tax credits can be utilized. Deferred tax assets are reduced to the extent
that it is no longer probable that the related tax benefit will be realized.

Deferred tax is charged or credited in the income statement, except in the case of items credited or
charged to equity in which case 1t is included in equaty.
Deposits

Deposits are recorded at the proceeds received. Mark up accrued on these deposits, if any, is recognized
separately as part of other liabilities, and is charged to profit and loss account over the penod.



SINDH MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31, 2015
(From March 27, 2015 to December 31, 2015)

3.7

38

39

3.10

Borrowings

Loans and borrowmngs are initially recorded at proceeds recerved. In subsequent penods, borrowings are
stated at amortized cost using the effecuve yield method.

Investments

The investments of the Bank, upon mital recognition, are classified as held-for-trading, held-to-marunty
and available-for-sale, as appropriate.

Held-for-trading

These represent securities which are either acquired for the purpose of generating profit from short term
fluctuatons i prices or dealer’s margn or are secunties mcluded i the portfolio in which a pattern of
short term profit making cxssts. After mitial measurement, such investments are carned at fair value and
the gain / (loss) ansmg as a result of revaluation 1s taken to profit and loss account.

Held-to-maturity

These are secunties with fixed or determinable payments and fixed maturitics which the Bank has the
mtention and ability to hold tll matunty. After initial measurement, such investments are carried at
amortized cost.

Available-for-sale

These are investments which do not fall under the held-for-trading and held-to matunty categories. After
initial measurement, such mvestments are measured at fair value. The gain / (loss) arising on revaluation is
shown in the balance sheet below equity which is taken to the profit and loss account when actually

realized upon disposal.

Premium or discount on secunties classified as available-for-sale and held-to-mamnty 1s amortized using
effective interest method and taken to profit and loss account.

Provision for impairment in the value of equity secunitics 1s made after considenng objective evidence of
impatrment. Provision for diminution in the value of debt secunties s made as per the requirements of
the Prudential Regulations and charged to profit and loss account.

Statutory Reserve

The Bank 1s required under Microfinance Institution Ordinance, 2001 and Prudental Regulaton "R-4 -
Statutory Reserve”, to create a reserve fund to which shall be credited an amount equal to at least 20% of
its annual profits after taxes till such time the reserve fund equals the paid-up capital of the MFB and
thereafter, a sum not less than 5% of its annual profit after taxes.

Depositors' Protection Fund

The Bank is required under Microfinance Insututions Ordinance, 2001 to contnbute 5% of its annual
after tax profit and profit eamed on mvestments of the fund shall be credited to the Depositors’

Protection Fund for the purpose of providing secunity or guarantee to persons depositing moncy in the
Bank.



SINDH MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31, 2015
(From March 27, 2015 to December 31, 2015)
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3.3

3.4

315

Revenue recognition

Revenue is recognized when it s probable that future economic benefits wall flow to the entity and
amount can be reliably measured.

Balances with other banks

Income on balances with SBP, NBP and other banks is recognized in profit and loss account when it is
carned.

Mark-up income
Mark up/ return/ interest on performing advances is recognized on accrual basis using effective interest
method. Mark up on advances classified under Prudenual Regulations is recognized on recespt basts.

Investment incorve
Return on investment is recognized on accrual basis using effective interest method.

Fee, comamssion, brokerage

Fee, commission, brokerage income is recognized when services are performed.
Other incame

Other income 1s recognized on accrual basis.

Dividend distribution

Dividends and other appropnatons (except approprations which are required by law) are recognized in
the penod m which these are approved.

Dividend made subscquent to the date of balance sheer are considered as non-adjusting events and are
recorded in the financial statements in accordance with the requirements of International Accounting
Standards (1AS) 10, "Events after the Balance Sheet Date’ in the period in which they are approved.

Financial instruments

Financul assets and liabilities are recognized at the trade date, Le. the date at which the Bank becomes
party to a contractual provision of the instrument. Financial assets and liabilities are derecognized when
they are distinguished i.c. when the obligation specified in the contract is discharged, cancelled or expired.
Any gain or loss on derecognition of the financial assets and habilities are taken to income directly.

Financial asscts and financial liabilities

Financial instruments carmied on the balance sheet include cash and balances with treasury banks, balances
with other banks, lending to financial institutions, mvestments, advances, other assets, bills payable,
borrowings, deposits and other liabilines. The particular measurement methods adopred are disclosed in
the individual policy statements associated with cach item.

Offsetting of financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount is reported in the balance sheet when there s
a legally enforceable right 1o set off the recognized amounts and there is an intention to settle on a net
basts, or realize the asset and scttle the hability smultancously,
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3.16

3.7

3.18

Provisions

Provisions are recognized when the Bank has a present legal or constructive obligation as a result of past
events and when it i probable that an outflow of resources embodying economic benefits will be required
to settle the obhgation, and a reliable estimate of the amount can be made. However, provisions are
reviewed at each balance sheet date and adjusted to reflect current best esumate.

Eamings per shares

The Bank presents earning per share (EPS) for s ordinary shares which is calculated by dividing the
profits or loss attributable to ordinary sharcholders of the Bank by weighted average number of ordinary
shares outstanding during the year. Diluted EPS is determined by adjusting the profit or loss attributable
to ordinary shareholders and the weighted average number of ordinary shares outstanding for the effect
of all diluted potenual ordinary shares (if any).

Foreign currency transactions

All monctary asscts and liabilities in foreign currencies are translated into Pak Rupees at exchange rate
prevailing at the balance sheet date. Transactions in foreign currencies are translated into Pak Rupees at
spot rate. An non-monetary items is translated into Rupees at exchange rate prevailing on the date of
transaction or on the date when fair values are determined.
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5.1

6.1

6.2

December 31,
Note 2018
Rupees

CASH AND BALANCES WITH SBP AND NBP
Cash m hand — local currency 10,022
BALANCES WITH OTHER BANKS
In Pakistan

On deposit accounts - local currency 5.1 155,843,727

It represents the amount placed with the Sindh Bank Limuted (the Holding Company) m daily product
saving account carrying mark-up at rate ranging from 6.4% to 7.9% per annum.

December 31,
2015

Rupees

Note

LENDING TO FINANCIAL INSTITUTIONS

Term deposit receipts 6.1 200,000,000
Letters of placement 6.2 400,000,000
600,000,000

This includes Term Deposit Receipts (TDRs) placed with Banklslama Pakistan Limited, having maturnity
of 3 months from the date of nvestment on a monthly roll over basis. The TDRs currently carrying
mark-up at a rate of 7.2% per annum.

This includes amount of Rs. 200 milhon mvested in letters of placement (LOP) wath Pak Bruna
Investment Company Limited, having matunty of 3 months from the date of mvestment on a monthly
roll over basis. The LOPs currently carrying mark-up at a rate of 7.0% per annum.

The balance of Rs. 200 million represents investment in letters of placement (LOPs) wath JS Bank
Limited, having maturity of 3 months from the date of investment on a monthly roll over basis. The
LOPs currently carrying mark-up at a rate of 7.5% per annum.

December 31,
2015

Rupees

Note

OPERATING FIXED ASSETS

Property and equipment 71 2,524,053
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7.1

PROPERTY AND EQUIPMENT
COST DEPRECIATION
Net book value Rate of
As at Mar 27, || Additions/ || As at Dec 31, || As at Mar27, || Charge fo:ﬂ As at Dec j[l at Dec 31, Depreciation
2015 (Deletions) 2015 2015 the period 2015 2015 *
Rupees
Office equipment . 57,190 57,190 . 940 940 56,250 20%
Office improvement . 121,101 121,101 . 400 400 120,701 5%
Furniture and fitting - 183,455 183,455 . 1,646 1,646 181,809 10%
Vehicles - 2,457,500 2,457,500 . 292,207 292,207 2,165,293 20%
Total 2015 . 2,819,246 2,819,246 . 295,193 295,193 2,524,053




SINDH MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31, 2015
(From March 27, 2015 to December 31, 2015)

10

OTHER ASSETS

Income/ mark-up accrued
Advances, deposits, advance rent and other prepayments

OTHER LIABILITIES
Accrued expenses
Current taxation

ithholding tax payable
Employees provident fund payable
SHARE CAPITAL

Authorized share capital

December 31,
2015

Number of shares

100,000,000 Ordinary shares of Rs. 10 each

Issued, subscribed and paid-up share capital
75,000,000 Ordinary shares of Rs. 10 each fully pad m cash
Sindh Bank Limited is the parent company holding 99.99% shares of the Bank.

MEMORANDUM / OFF BALANCE SHEET ITEMS

There are no contingencies and commutments as at peniod end.

MARK-UP / RETURN / INTEREST EARNED

Interest / mark-up - bank account
Interest / mark-up - certificate of investments

Interest / mark-up - term deposit receipts
Interest / mark-up - letter of placements

December 31,
2015

Rupees

966,574
7,215,575

8,182,149

326,264
1,734,852
147,556
220,943

2,429,615

December 31,
2015

Rupees

1,000,000,000

750,000,000

December 31,
2015

Rupees

18,444,519
916,232
18,253,562
887,671

38,501,984
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December 31,
Note 2015
Rupces
13 ADMINISTRATIVE EXPENSES
Salanies and allowances 13.1 8,415,144
Advertsement 253,524
Conveyance 234,710
Directors’ fee 120,000
Communication 9,504
Repatrs and mamtenance 259,157
Insurance 28,665
Unhiues 46,706
Rent, rates & taxes 1,035,096
Printng and stanonery 52,594
Entertainment 72,1
Travel and transportation 18,000
Legal and professional 118,650
Regulatory 4,025,635
Auditors' remuncration 13.2 110,000
Depreciation 295,193
Bank charges 2,355
15,097,644
13.1 REMUNERATION OF DIRECTORS AND EXECUTIVES
December 31,
2015
Rupees

Chief Executive Executives

- Managerial remuneraton 3,322.177 703,248
- House rent allowance 1,494,980 316,462
- Conveyance - 10,205
- Medical allowance 332,218 70,325
- Utilines allowance 332,218 70,325
Others 666,666 19,065
6,148,259 1,189,630

Number of persons at year end 1 4

13.11 Executive means employees, other than the chief executive and directors, whose basic salary exceed Rs.
500,000 per year.

13.1.2 The President / Chief Execunve Officer 15 entitled to use bank mamtmned car and perquusites in
accordance with the terms of his appomtment.
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December 31,
2015
13.2 AUDITORS' REMUNERATION Rupees
Audit fee 75,000
Review fee 25,000
Out of pocket expenscs 10,000
110,000
14 TAXATION
- Current 9,274,004
- Deferred (1,082,485)
8,191,519
4.1 Relatonship between tax expense and accounting profit
Profit before tax 23,404,340
Tax at the applicable rax rare of 35% 8,191,519
Effects of:
- Taxable temporary difference - operating fixed assets (44,693)
Deductible temporary difference - precommencement expenditure 1,127,178
Tax expense 9,274,004
15 NUMBERS OF EMPLOYEES
December 31,
2015
Credit / B“"'/‘"‘“
Sales Surpon Total
staff Pl
Number-—— e
Permanent 2 K 6
Contractual . 3 3
2 7 9
December 31,
2015
16 BASIC AND DILUTED EARNING PER SHARE Rupees
16.1  Profit for the period A 15,212,821
(Number)
Weighted average ordinary shares B 75,000,000
_—
(Rupees)
Basic and diluted caming per share A/B 0.20
— -
16.2 There is no dilutive effect on the basic eaming per share of the Bank
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17

18

19

TRANSACTIONS WITH RELATED PARTIES

The related parties compnse Sindh Bank Limited, Sindh Insurance Limited, directors and key
management personnel. Detail of transactions with related parties other than those which have been

specifically disclosed elsewhere in these financial statements are as follows:

Balances with Sindh Bank Limited - Holding company
Balances in deposit accounts

Balances with Sindh Insurance Limited - Group company
Prepaid insurance

Transactions with Sindh Bank Limited
Mark-up on deposits accounts

Mark-up on term deposit receipts
Director

Directors’ fee

Transactions with Sindh Insurance Limited
Insurance expense

NUMBER OF BRANCHES

Branches at begenning of the period

Add: Opened dunng the perod

Less: Closed dunng the penod

Total Branches at the end of the period

CASH AND CASH EQUIVALENTS

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

CAPITAL RISK MANAGEMENT

2015
Note
Rupees

5 155,843,727
8 20,485
December 31,

2015
12 18,444,519
12 18,174,658
13 120,000
13 28,665

4 10,022
5 155,843,727
155,853,749

The objectuve of managing capital 1s to safeguard the Bank's ability to continue as a gomng concem, so
that it could continue to provide adequate returns and benefits 1o sharcholders by pnang products and
services commensurately with the level of risk and comply with capital requirement set by SBP. It 1s the
policy of the Bank to mamtain a strong capital basc at reasonable post so as to maintain ambassadors,
creditor and market confidence sustamed future development of the business and achicve low overall
cost of the capital with appropriate mix of cost of capital. The impact of the level of capital on
shareholders retum is also recognized and the Bank recognizes the need to mamtain a balance between
the hugher retumns that might be possible with higher geanng and the advantages and secunty afforded by

a sound capital position.
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20.1

20.2

20.3

Credit risk management

Credit nisk is the nsk that one party to a financial instrument will fail to discharge an obligation and cause
the other party to incur a financial loss. The bank's credit nisk 1s pamanly attnbutable to its advance.
However, the Bank has not yet disbursed any advances 1o customer and, 1s not exposed to credit nsk.

Liquidity risk management

Liquidity nisk is the risk of being enable to raise funds at a reasonable price to meet commitment when
they fall duc or take the advantage of investment opportunities when they nse. The management ensure
thar funds are available ar all nmes 1o meert the funding requirements of the Bank.

Interest rate risk management

Interest rate nisk is the risk that the value of the financial instrument wall fluctuate as a result of changes
in market interest rates, The nsk as managed by the regular review of market rates.
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an

a1

FAIR VALUE OF FINANCIAL INSTRUMENTS

lhaztymgnlutn‘dldw&uxﬁlmamlﬁmmﬂhhﬁnc-mﬂ«mdmlhcwnmmummmmthtkw:(mnhﬂc:upthddlonu‘unqnwhuhldlmnmcdulmudcou

Financial assets and financial liabilities

Interest bearing / exposed 10 yield / interest ek

Non interest bearing / not exposed 1o yield / interest risk

B Up to one D, A oo Over one Up to one [er ane s Over one
yield / I month up 1o months up 10 Sub total ) manth up 1o manths up Sub rotal Towl
interest rate six months ane year you six months 10 one year
. Rupees-

Financial xsscts
Cash and balances with SHI and NBI . . 10,022 10022 10,022
Halances with other banks 64-79 155,843,727 . 155,840,727 . ’ 155,843,727
Lending 10 financal insntunoos T0.75 - GO0, 000,000 - HOO000,000 . . - 00 00 (X0
Orther sssets - - - - - 966,574 7215575  A182.149 8,182,149

155,845,727 600,000,000 - . 755,843,727 10,022 966,574 - 7,215,578 R192,171 764,035,898
Off balance sheet . . . . . . . . - -
Total Bﬂm 600,000,000 - - 755,843,727 10,022 966,574 - 7.215,57%  8,192171 m&m
Financial Babilities
Other halnknes - - 2429615 - 2429615 2429015

- = - . - 2429615 . - . 2,429,615 2,429615

Off balance sheet . N . . . . . o o .
Total - - - - - 2,429,615 - - - & gz_’gu
On balance sheet gap BS&'M 600,000,000 - - 755,843,727 19 966,574 - 7,215,575 5)&“ _7‘_!&
Off balance sheet gap : .
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22

MATURITIES OF ASSETS AND LIABILITIES

Market rate assets

Advances

Investments

Other earming assets
Total market rate assets

Other non-eaming assets
Total asscts

Market rate liabilities

Time deposits of Rs.100,000 and above
Time deposits below Rs.100,000

Other cost beaning habilities

Total market rate liabilities

Other non- cost bearing liabilities
Total liabilities

Upto one Over one yeas Oversix Oves 6o
Total upto six months upto
month year
months one year
RUIKC-
755,843,727 155,843,727 600,000,000 .
755,843,727 155,843,727 600,000,000 - -
8,192,171 10,022 966,574 . 7,215,575
764,035,898 155,853,749 600,966,574 - 7,215‘275
2,429,615 2,429,615
2,429,615 2,429,615 - - -
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23 FAIR VALUE MEASUREMENT

Asscts and habilites measured at fair value mn the balance sheet are grouped into three levels of farr value
hicrarchy, This grouping s determined based on the lowest level of significant nputs used i far value
measurement, as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities,

lLevel 2: inputs other than quored prices mncluded wathin Level 1 that are observable for the asset or Labality,
cither directly (Le. as prices) or indirectly (i.c. denived from prices)

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

The following table shows the Levels within the hicrarchy of financial assets and liabilities measured at fair value
on a recurring basis at December 31, 2015:

December 31, 2015 Note  Levell Javwel?  LevilS Bookvalee T°“'|"°°"
Rupees

Financial Asscts

Term deposit certificates 6 . . 200,000,000 - 200,000,000
Letter of palcements 6 400,000,000 . 400,000,000
Neon Financial Assets

Operatung fixed assets 7 - - - 2524053 2524053
Other assets 8 - . 8,182,149 8,182,149

600,000,000 10,706,202 610,706,202

The Company performs valuanons of financial wems for financial reporung purposes, including Level 3 fair
values, in consultation wath third party valuation specualists for complex valuations.

Financial instrument in level 1
Currently, no financial instruments are classified in level 1.
Financial instrument in level 2
Currently, no financial instruments are classified in level 2
Financial instrument in level 3

Financial instruments included mn level 3 compnise of Term deposit certificates and Letters of placements.
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24 SUBSEQUENT EVENTS

No adjusung or significant non-adjusting events have occurred between the reporung date and date of

authorzzation.

25 DATE OF AUTHORIZATION
These financial statements were authonzed for 1ssuc on M_Jﬂl_b_ by the Board of Directors of the

Bank. C, Tm'
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We have reviewed the Statement of Compliance (“the Statement”) wath the Public Sector
Companies (Corporate Governance) Rules, 2013 for the year ended December 31, 2015 prepared
by the Board of Directors of Sindh Microfinance Bank Limited (“the Bank™) 1o comply with the
provisions of the Rules.

Based on our review, nothing has come to our attention which causes us to believe that the
Statement of Compliance does not appropnately reflect the Company’s compliance, in all matenal
aspects with the Public Sector Companies (Corporate Governance) Rules, 2013, as applicable to
the Bank for the year ended December 31, 2015

We draw attention to the points 2, 11, 12, 18 & 21 of the Statement which descnbes the
non-compliances with the requirements of the Public Sector Companies (Carporate Governance)

Rules, 2013,
(g !V(.\\‘L b gt P uw/)(.&w-«
Dated: March 7, 2016 t Thomton Anjum )ahmm
Karachi Chartered Accountants
Muhammad Shuakat Naseeb
Engagement Partner
Darrred Accoams
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SCHEDULE | [See paragraph 2(1)]
Statement of Compliance with the

Public Sector Companies (Corporate Governance) Rules, 2013

Name of company : Sindh Microfinance Bank Ltd.
Name of the line ministry:

For the year ended : December 31, 2015

I. This statement is being presented to comply with the Public Sector Companies (Corporate
Governance) Rules, 2013 (hereinafter called "the Rules”) issued for the purpose of establishing a
framework of good governance, whereby a public sector company is managed in compliance with the
best practices of public sector governance.

1. The company has complied with the provisions of the Rules in the following manner:

S.No. | Provision of the Rules Rule Y | N
No. Tick ™e reievant Dow
1 The independent directors meet the criteria of independence, as | 2(d) v
defined under the Rules.
2 The Board has the requisite percentage of independent directors. At | 3(2)
present the board includes:
Category Names Date of
appointment
Independent Mr. Liaquat Ali April 8™, 2015
Directors Mr.Faroog Ahmed April 8™ 2015 »
Executive Directors | Mr. Shoaib Arif April 8" 2015
Non-Executive Mr. Fazal Illahi Memon April 8™ 2015
Directors Mr. Javed Igbal April 8™,2015
Ms. Masooma Hussain April 8%,2015
3 A casual vacancy occurring on the board was filled up by the directors | 3(4) v -
within ninety days. -
4 The directors have confirmed that none of them is serving as a director | 3(5) v
on more than five public sector companies and listed companies
simultaneously, except their subsidiaries.
5 The appointing authorities have applied the fit and proper criteria given | 3(7) v -
in the Annexure in making nominations of the persons for election as
board members under the provisions of the Ordinance.
6 The chairman of the board is working separately from the chief | 4(1) v -
executive of the Company.
7 The chairman has been elected from amongst the independent | 4(4) e -
directors.




The Board has evaluated the candidates for the position of the chief
executive on the basis of the fit and proper criteria as well as the
guidelines specified by the Commission

5(2)

(a) The company has prepared a “"Code of Conduct" and has
ensured that appropriate steps have been taken to disseminate
it throughout the company along with its supporting policies
and procedures, including posting the same on the company's
website.  (Address of website to be indicated
www.sindhmfb.com)

(b) The Board has set in place adequate systems and controls for the
identification and redressal of grievances arising from Unethical
practices.

5(4)

The Board has established a system of sound internal control, to ensure
compliance with the fundamental principles of probity and propriety;
objectivity, integrity and honesty; and relationship with the
stakeholders, in the manner prescribed in the Rules

5(5)

11

The Board has developed and enforced an appropriate conflict of
interest policy to lay down circumstances or considerations when a
person may be deemed to have actual or potential conflict of interests,
and the procedure for disclosing such interest.

5(5)(b)
(i)

The Board has developed and implemented a policy on anti- corruption
to minimize actual or perceived corruption in the company.

5(S)(b)
(vi)

13

(a) The Board has ensured equality of opportunity by establishing
open and fair procedures for making appointments and for
determining terms and conditions of service.

(b) A Committee has been formed to investigating deviations from
the company's code of conduct.

5(5)¢<)
(i)

14

The Board has ensured compliance with the law as well as the
company's internal rules and procedures relating to public
procurement, tender regulations, and purchasing and technical
standards, when dealing with suppliers of goods and services, in
accordance with the PPRA Rules.

5{5)(c)
(iid)

The board has developed a vision or mission statement, corporate
strategy and significant policies of the company. A complete record of
particulars of significant policies along with the dates on which they
were approved or amended has been maintained.

5(6)

16

The board has quantified the outlay of any action in respect of any
service delivered or goods sold by the Company as a public service

obligation, and have submitted its request for appropriate
compensation to the Government for consideration.

5(8)

/..

17

(3) The board has met at least four times during the year.
(b) Written notices of the board meetings, along with agenda and
working papers, were circulated at least seven days before the

6(1)
6(2)




meetings.

(c) The minutes of the meetings were appropriately recorded and
circulated.

6(3)

18

The board has carried out performance evaluation of its members,
including the chairman and the chief executive, on the basis of a
process, based on specified criteria, developed by it. The board has also
monitored and assessed the performance of senior management on
annual/half-yearly/quarterly basis

*_Strike out whichever is not applicable

19

The board has reviewed and approved the related party transactions
placed before it after recommendations of the audit committee. A party
wise record of transactions entered into with the related parties during
the year has been maintained.

The board has approved the profit and loss account for, and balance
sheet as at the end of, the first, second and third quarter of the year as
well as the financial year end, and has placed the annual financial
statements on the company's website. Monthly accounts were also
prepared and circulated amongst the board members.

10

21

All the board members underwent an orientation course arranged by

the company to apprise them of the material developments and
information as specified in the Rules.

11

(a) The board has formed the requisite committees, as specified in the
Rules.

(b) The committees were provided with written term of reference
defining their duties, authority and composition.

(c) The minutes of the meetings of the committees were circulated to all
the board members.

(d) The committees were chaired by the following non-executive
directors:

Committee Number of members | Name of Chair
Audit Committee 03 Mr. Liaquat Ali
Risk  Management 03 Mr. Farooq Ahmed
Committee
Human  Resources 03 Mr. Liaguat Al
Committee
Procurement 03 Mr. Liaquat Ali
Committee
Nomination 03 Ms. Masooma
Committee Hussain

23

The board has approved appointment of Chief Financial Officer,
Company Secretary and Chief Internal Auditor, with their remuneration

and terms and conditions of employment, and as per their prescribed
qualifications.

13/14

24

The company has adopted International Financial Reporting Standards
notified by the Commission under clause (i) of subsection (3) of section

16




234 of the Ordinance.

25 The directors’ report for this year has been prepared in compliance with | 17 v
the requirements of the Ordinance and the Rules and fully describes the
salient matters required to be disclosed.

26 | The directors, CEO and executives do not hold any interest in the shares | 18 "
of the company other than that disclosed in the pattern of
shareho!ding.

27 A formal and transparent procedure for fixing the remuneration | 19 v |-
packages of individual directors has been set in place. The annual report
of the company contains criteria and details of remuneration of each

director

28 The financial statements of the company were duly endorsed by the | 20 v
chief executive and chief financial officer, before approval of the board.

29 The board has formed an audit committee, with defined and written | 21 v

terms of reference, and having the following members:

Number of members | Category Professional Background
Mr. Liaquat Ali Chairman Chartered Accountant
Mr. Farooq Ahmed Member IT Professional

Mr. Javed Igbal Member Banker

The chief executive and chairman of the Board are not members of the
audit committee,

30 The board has set up an effective internal audit function, which has an | 22 v
audit charter, duly approved by the audit committee, and which worked
in accordance with the applicable standards.

31 The company has appointed its external auditors in line with the | 23 v -
requirements envisaged under the Rules.

32 The external auditors of the company have confirmed that the firm and | 23(4) | 7 -
all its partners are in compliance with International Federation of
Accountants (IFAC) guidelines on Code of Ethics as applicable in
Pakistan,

33 | The external auditors have not been appointed to provide non audit | 23(5) | ¥
services and the auditors have confirmed that they have observed
applicable guidelines issued by IFAC in this regard.

34 The company has complied with all the corporate and financial v
reporting requirements of the Rules.

*  SECP has granted exemption for non-compliance of this Rule.
** Not Applicable.

Farooq Ahmed
Independent Director




