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AUDITORS’ REPORT TO THE MEMBERS

We have audited the annexed balance sheet of Waseela 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, for the year then ended and we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief, were necessary
for the purposes of our audit.

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

We conduct our audit in accordance with the auditing standards as applicable in Pakistan.
These standards require that we plan and perform the audit to obtain reasonable assurance
about whether the above said statements are free of any material misstatement. An audit
includes examining on a test basis, evidence supporting the amounts and disclosures in the
above said statements. An audit also includes assessing the accounting policies and significant
estimates made by the management, as well as, evaluating the overall presentation of the
above said statements. We believe that our audit provides a reasonable basis for our opinion
and, after due verification, we report that:

a) In our opinion, proper books of accounts have been kept by the Bank as required by the
Companies Ordinance, 1984;

b) in our opinion -

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

i) the expenditure incurred during the year was for the purpose of the Bank's business; and

iy the business conducted, investments made and the expenditure incurred during the
year were in accordance with the objects of the Bank;

c) in our opinion and to the best of our information and according to the explanations given to us,
the balance sheet, profit and loss account, statement of comprehensive income, cash ﬂow
statement and statement of changes in equity together with the notes forming part thereof
conform with approved accounting standards as applicable in Pakistan, and, give the
information required by the Companies Ordinance, 1984, the Microfinance Institutions
Ordinance, 2001 and the directives issued by the State Bank of Pakistan, in the manner so
required and respectively give a true and fair view of the state of the Bank's affairs as at
December 31, 2015 and of the loss, its cash flows and changes in equity for the year then
ended; and
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d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (xviii
of 1980), was deducted by the Bank and deposited in the Central Zakat Fund established
under section 7 of that Ordinance.

The financial statements of Waseela Microfinance Bank Limited for the year ended December
31, 2014 were audited by another auditor who expressed an unmodified opinion on those
statements on March 20, 2015.
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Engagement partner: JehanZeb Amin
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WASEELA MICROFINANCE BANK LIMITED
BALANCE SHEET
AS AT DECEMBER 31, 2015

2015

ASSETS Note (Rupees)
Cash and Balances with SBP and NBP : 6 266,578,027
Balances with other Banks/NBFIs/MFBs 7 2,402,370,277
Lending to financial Institutions -
Investments — net of provisions 8 125,271,966
Advances — net of provisions 9 1,342,557,145
Operating fixed assets 10 289,234,838
Other assets 1 274,657,617
Deferred tax asset 12 194,455,975

2014
(Rupees)

121,820,231
1,154,463,355
326,779,758
497,812,466
220,961,347
180,895,567
38,114,338

Total Assets 4,895,125,845

LIABILITIES

2,540,847,062

Deposits and other accounts 13 3,197,311,437
Borrowings -

Subordinated debts -
Other liabilities 14 697,478,562

Deferred tax liabilities
Total Liabilities

Net assets

1,287,918,740

216,597,967

3,894,789,999

1,604,516,707

1,000,335,846

1,036,330,355

REPRESENTED BY:

Share Capital 15 1,451,753,600

Statutory and General reserves -
Accumulated losses (452,018,374)

1,451,753,600

(414,740,956)

1,037,012,644

(682,289)

1,036,330,355

999,735,226
Surplus / (deficit) on revaluation of assets 16 600,620
Deferred grants -
Total Capital 1,000,335,846
MEMORANDUM / OFF-BALANCE SHEET ITEMS 17
The annexed notes from 1 to 35 form an integral part of these financial statements.
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WASEELA MICROFINANCE BANK LIMITED.
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED DECEMBER 31, 2015

Mark-up/Return/interest earned
Mark-up/Return/Interest expensed
Net Mark-up/ Interest Income

Provision against non-performing loans and advances
Provision for diminution in the value of investments
Bad debts written off directly

Net Mark-up/ Interest Income after provisions

NON MARK-UP/ NON INTEREST INCOME
Fee, Commission and Brokerage Income
Dividend Income

Other Income

Total non-markup/non interest Income

NON MARK-UP/ NON INTEREST EXPENSES
Administrative expenses

Other provisions/write offs

Commission

Other charges

Total non-markup/non interest expenses

Extra ordinary/unusual items
LOSS BEFORE TAXATION

Taxation - Current
- Prior years
- Deferred

LOSS AFTER TAXATION
Accumulated loss brought forward
Loss available for appropriation

APPROPRIATIONS:
Transfer To:
Statutory reserve
Capital reserve
Contribution to depositors protection fund
Revenue reserve
Dividend
Others

Accumulated loss carried forward
Loss per share (Rupee)

Chairman

Note

18
19

20

21

22

23
24

25
25

29

2015 2014
{(Rupees) (Rupees)
353,307,829 224 924,256
(54,710,577) (30,188,348)
298,597,252 194,735,908
(5,170,193) (1,582,709)
(5,170,193) (1,582,709)
293,427,059 193,153,199

2,651,072,334

1,403,344,263

1,511,011

2,651,072,334

1,404,855,274

2,944,499,393

1,598,008,473

(1,018,141,704)

(2,119,927,443)

(98,000)

(574,320,174)

(1,172,466,882)
(125,000)

(3,138,167,147)

(1,746,912,056)

(193,667,754)

(148,903,583)

(193,667,754) (148,903,583)
: 3,735,429
156,390,336 38,114,338
156,390,336 41,849,767
(37,277,418) (107,053,816)

(414,740,956)

(307,687,140)

(452,018,374)

(414,740,956)

(452,018,374)

(414,740,956)

(0.26)

(0.75)

(2.
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WASEELA MICROFINANCE BANK LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2015

Loss after taxation

Other comprehensive income/ (loss)

Comprehensive income/ (loss) transferred to equity

Components of comprehensive income not reflected in equity

Surplus / (deficit) on revaluation of investments
Related tax impact

Note

8.2

2015
(Rupees)

(37,277,418)

2014
(Rupees)

(107,053,816)

(37,277,418)

(107,053,816)

5,339,581

1,331,608
(48,699) -
1,282,909 5,339,581

(35,994,500)

(101,714,235)

The annexed notes from 1 to 35 form an integral part of these financial statements.
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WASEELA MICROFINANCE BANK LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2015

Note
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation
Less: Dividend income

Adjustments for non-cash charges

Depreciation

Amortization

Provision for gratuity

Provision against non-performing advances

Provision for diminution in the value of investments/ other assets
Loss/ (gain) on sale of fixed assets

Assets transferred to related party

Others - Expenses incurred on behalf of the holding company

(Increase)/ decrease in operating assets
Lending to financial institutions

Advances

Other assets (excluding advance taxation)

Increase/ (decrease) in operating liabilities
Bills payable

Borrowings from financial institutions
Deposits

Other liabilities (excluding current taxation)

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

Net cash inflow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Net investment in available-for-sale securities

Net investment in held-to-maturity securities

Dividend income

Investments in operating fixed assets

Sale proceeds of property and equipment disposed—off
Net cash inflow / (outflow) from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Receipts/ payments of Sub-ordinated loan
Receipts/ payments of lease obligations
Issue of share capital
Dividend paid
Net cash flow from financing activities
Increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year 3

Chairman

2015 2014
(Rupees) (Rupees)
(193,667,754) (148,903,583)
(193,667,754) (148,903,583)

65,418,020 54,481,294

17,311,184 11,259,986

4,730,073 2,409,207

5,170,193 1,582,709

87,247 (1,511,011)
12,777 -

- (6,000,000)

92,729,494 62,222,185

(100,938,260)

(86,681,398)

(849,914,872)

(322,074,320)

(77,949,066) (92,634,393)
(927,863,938) (414,708,713)
33,755,730 :
1,909,392,697 642,549,528
444,545,173 90,536,594
2,387,693,600 733,086,122
1,358,891,402 231,696,011

(2,150,381) (331,640)
(15,812,984) (12,968,291)
1,340,928,037 218,396,080
202,839,400 88,076,712
(152,646,719) (109,264,871)
1,544,000 4,294,413
51,736,681 (16,893,746)

1,392,664,718
1,276,283,586

201,502,334
1,074,781,262

2,668,948,304

1,276,283,586
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WASEELA MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

1

STATUS AND NATURE OF BUSINESS

Waseela Microfinance Bank Limited (the Bank) was incorporated in Pakistan on November 29, 2010 as
a public limited company under the Companies Ordinance, 1984. The Bank obtained license for
Microfinance from the State Bank of Pakistan (SBP) on September 12, 2011 to operate on a nationwide
basis and received the certificate of commencement of business from Securities and Exchange
Commission of Pakistan (SECP) on February 13, 2012 whereas certificate of commencement of
business from SBP was received on April 20, 2012. The Bank has 41 business locations / touch points
comprising of 30 branches and 11 booths / service centers (2014: 41 business locations / touch points
comprising of 30 branches and 11 booths/ service centers) in operation. The Bank is a subsidiary of
Global Telecom Holding S.A.E. (the holding company) which owns 99.99% shareholding in the Bank.
The Bank's registered and principal office is situated at Plot No. 3-A/2, F-8 Markaz, Islamabad,
Pakistan. The Bank's principal business is to provide microfinance banking and related services to the
poor and under served segment of the society under the Microfinance Institution Ordinance, 2001. The
Bank is also offering Branchless Banking Services through agency agreement with Pakistan Mobile
Communications Limited (PMCL), a related party, under the Branchless Banking license from the SBP.

BASIS OF PRESENTATION

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

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the approved accounting standards
as applicable in Pakistan. Approved accounting standards comprise of International Financial Reporting
Standards (IFRSs) issued by the International Accounting Standards Board (IASB) as are notified under
the Companies Ordinance, 1984, the requirements of the Companies Ordinance, 1984, the
Microfinance Institutions Ordinance, 2001, and the regulations/ directives issued by the SECP and the
SBP. Wherever the requirements of the Companies Ordinance, 1984, the Microfinance Institutions
Ordinance, 2001, or regulations/ directives issued by the SECP and SBP differ with the requirements of
IFRSs, the requirements of the Companies Ordinance, 1984, the Microfinance Institutions Ordinance,
2001, or the requirements of the said regulations/ directives shall prevail.

The SBP vide BSD Circular No. 10, dated August 26, 2002 has deferred the applicability of International
Accounting Standard (IAS) 39, "Financial Instruments: Recognition and Measurement” and IAS 40,
"Investment Property" till further instructions. Accordingly, the requirements of these standards have not
been considered in the preparation of these financial statements. However, investments have been
measured in accordance with the Prudential Regulations (the Regulations) of the SBP and presented in
accordance with the requirements of SBP BSD Circular No. 11 dated December 30, 2003. Further, the
SECP vide its S.R.O No. 411 (1)/ 2008 dated April 28, 2008 has deferred the applicability of International
Financial Reporting Standard (IFRS) 7 "Financial Instruments: Disclosures", which is applicable for
annual periods beginning on or after July 01, 2009, till further orders.

VYA
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4.2

b)

c)

BASIS OF MEASURMENT

These financial statements have been prepared under the historical cost basis except "available for
sale" investments which are measured at fair value.

Functional and presentation currency

These financial statements are presented in Pakistan Rupee (PKR), which is the Bank’s functional
currency. All financial information presented in PKR has been rounded to the nearest of PKR, unless
otherwise stated.

Significant accounting estimates

The preparation of financial statements in conformity with approved accounting standards, as applicable
in Pakistan, requires management to make judgments/ estimates and associated assumptions that
affect the application of policies and reported amounts of assets and liabilities, income and expenses.
These judgments/ estimates and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the circumstances, the result of which
form the basis of making the estimates about carrying value of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimates are revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods. Information about significant areas of estimation, uncertainty and critical judgments in applying
accounting policies that have significant effect on the amounts recognized in the financial statements
relates to valuation and impairment of investments, advances, determination of useful lives of
depreciable assets and intangible assets, provision for income taxes and other provisions which are
discussed in following paragraphs:

Impairment of investments

Impairment in the value of investments is made after considering objective evidence of impairment.
Provision for diminution in the value of investments is made as per the Regulations issued by SBP.

Advances

The Bank reviews its micro credit loan portfolio to assess amount of non-performing advances and
provision required there against on regular basis. While assessing this requirement, the Regulations of
SBP are taken into consideration.

Taxation

The Bank takes into account the current income tax law and decisions taken by the taxation authorities.
Instances where the Bank's views differ from the views taken by the income tax department at the
assessment stage and where the Bank considers that its view on items of material nature is in
accordance with law, the amounts are shown as contingent liabilities.

QhFFZ Mo .




d)

f)

g)

5.1

5.2

a)

Operating fixed assets/ intangible assets

Estimates of residual values and useful lives of operating fixed assets and intangible assets are
reassessed annually and any change in estimate is taken into account in the determination of
depreciation/ amortization charge and impairment loss. Changes in estimates are accounted for over
the estimated remaining useful life of the assets.

Provisions and contingencies

The Bank reviews the status of all the legal cases on a regular basis. Based on the expected outcome
and consideration of opinion of its legal advisor, appropriate provision/ disclosure is made.

Impairment of financial assets

A financial asset is considered to be impaired if objective evidence indicates that one or more events
have had a negative effect on the estimated future cash flows of that asset.

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the
difference between its carrying amount, and the present value of the estimated future cash flows
discounted at the original interest rate.

Individually significant financial assets are tested for impairment on an individual basis. The remaining
financial assets are assessed collectively in groups that share similar credit risk characteristics. All
impairment losses are recognized in profit and loss account.

Other provisions

Estimates of the amount of provisions recognized are based on current legal and constructive
requirements. As actual outflows can differ from estimates due to changes in laws, regulations, public
expectations, prices and conditions, and can take many years in the future, the carrying amounts of
provisions are regularly reviewed and adjusted to take account of such changes.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, balance with SBP/ National Bank of Pakistan (NBP)
and other banks/ Non-Banking Financial Institutions (NBFIs)/ Microfinance Banks (MFBs).

Investment

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

Investments of the Bank are classified into the following categories:
Held for trading

These represent securities acquired with the intention to trade by taking advantage of short-term market
/ interest rate movements. These securities are disposed off within 90 days from the date of their
acquisition. These are marked to market and surplus / deficit arising on revaluation of ‘held for trading’
investments is taken to profit and loss account in accordance with the requirements prescribed by SBP.

QAFTL
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b)

5.3

a)

b)

d)

Held to maturity

Investments with fixed maturity, where management has both the intention and the ability to hold to
maturity, are classified as held to maturity. Subsequent to initial recognition at cost, these investments
are measured at amortized cost, less provision for impairment in value, if any. Amortized cost is
calculated taking into account effective interest rate method. Profit on held to maturity investments is
recognized on a time proportion basis taking into account the effective yield on the investments.

Premium or discount on acquisition of held to maturity investments is amortized through profit and loss
account over the remaining period till maturity.

Available-for-sale

Investments which-may be sold in response to needs for liquidity or changes in interest rates, exchange
rates or equity prices are classified as available for sale. Available-for-sale investments are initially
recognized at cost and subsequently measured at fair value. Profit on available-for-sale investments is
recognized on a time proportion basis taking into account the effective yield on the investments.

The surplus / (deficit) arising on revaluation of available for sale investments is kept in "surplus/(deficit)
on revaluation of assets" through statement of comprehensive income. The surplus/(deficit) arising on
these investments is taken to profit and loss account, when actually realized upon disposal of the
investment.

Advances

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

Other assets especially mentioned

These are advances in arrears (payments/installments overdue) for 30 days or more but less than 60
days.

Substandard

These are advances in arrears (payments/installments overdue) for 60 days or more but less than 90
days.

Doubtful

These are advances in arrears (payments/installments overdue) for 90 days or more but less than 180
days.

Loss

These are advances in arrears (payments/installments overdue) for 180 days or more.

In addition the Bank maintains a Watch List of all accounts overdue for 5-29 days. However, such
accounts are not treated as non-performing for the purpose of classification/ provisioning.

7 2 bo



5.4

a)

b)

In accordance with the Regulations, the Bank maintains specific provision of outstanding principal net of
cash collaterals and Gold (ornaments and bullion) realizable without recourse to a Court of Law at the
following rates:

Other assets especially mentioned Nil

Substandard 25% of outstanding principal net of cash collaterals
Doubtful 50% of outstanding principal net of cash collaterals
Loss 100% of outstanding principal net of cash collaterals

In addition to above, a general provision is made equivalent to 1% of the net outstanding balance
(advances net of specific provisions) in accordance with the requirement of the Regulations.

General and specific provisions are charged to the profit and loss account in the period in which they
occur. ’

Non-performing advances are written off one month after the loan is classified as “Loss”. However, the
Bank continues its efforts for recovery of the written off balances.

Operating fixed assets
Property and equipment

Property and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses, if any. Cost includes expenditure that is directly attributable to the acquisition of the asset and
the costs of dismantling and removing the items and restoring on which they are located, if any.

Depreciation is charged on the straight line method at rates specified note 10.1 to the financial
statements, so as to write off the cost of assets over their estimated useful lives.

Full month's depreciation is charged in the month of addition while no depreciation is charged in the
month of deletion.

Subsequent costs are included in the assets carrying amount when it is probable that future economic
benefits associated with the item will flow to the Bank and the cost of the item can be measured reliably.
Carrying amount of the replaced part is derecognized. All other repair and maintenance are charged to
income during the year.

Gains or losses on disposal of an item of property and equipment are determined by comparing the
proceeds from disposal with the carrying amounts. Gains are recognized within "other income" while
losses are recognized in administrative expenses in the profit and loss account.

Capital work-in-progress

Capital work-in-progress is stated at cost less impairment losses, if any.
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c)

5.5

5.6

b)

Intangible assets

An intangible asset is recognized if it is probable that the future economic benefits that are attributable
to the asset will flow to the Bank and that the cost of such asset can also be measured reliably. These
are stated at cost less accumulated amortization and impairment losses, if any.

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

Deposits

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

Taxation

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is
recognized in the unconsolidated profit and loss account, except to the extent that it relates to items
recognized directly in other comprehensive income or below equity, its related tax it is recognized in
other comprehensive income or below equity.

The Bank takes into account the current income tax law and decisions taken by appellate authorities.
Instances where the Bank’s view differs from the view taken by the income tax department at the
assessment stage and where the Bank considers that its view on items of material nature is in
accordance with law, the amounts are shown as contingent liabilities.

Current

Current tax is the tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date, taking into account tax credits, rebates and tax losses, if
any, and any adjustment to tax payable in respect of previous years.

Deferred

Deferred tax is accounted for on all major taxable temporary differences between the carrying amounts
of assets and their taxation base. A deferred tax asset is recognized only to the extent that it is probable
that future taxable profits will be available against which the asset 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. At each
balance sheet date, the Bank reassesses the carrying and the unrecognized amount of deferred tax
assets.

Deferred tax assets and liabilities are calculated at the rate that are expected to apply to the period
when the asset is realized or the liability is settled, based on the tax rates (and tax laws) that have been
enacted or substantively enacted by the balance sheet date.
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