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AUDITORS’ REPORT TO THE BOARD OF DIRECTORS

We have audited the annexed balance sheet of Waseela Microfinance Bank Limited (“the Bank™) as at 31
December 2012 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, 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 conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards
require that we plan and perform the audit to obtain 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 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 account have been kept by the Bank as required by the Companies
Ordinance, 1984;
b) in our opinion-
i) the balance sheet and 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 account and are further in accordance with
accounting policies consistently applied;
ii) the expenditure incurred during the year was for the purpose of the Bank’s business; and
iii) the business conducted, investments made and the expenditure incurred during the year were in
accordance with the objects of the Bank;

¢) 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 and 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 31
December 2012 and of the loss, its cash flows and changes in equity for the year then ended;

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
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WASEELA MICROFINANCE BANK LIMITED

BALANCE SHEET

AS AT 31 DECEMBER 2012
2012 2011

ASSETS Note Rupees Rupees
Cash and Balances with SBP and NBP 6 9,771,095 -
Balances With Other Banks/NBFIs/MFBs 7 120,586,619 1,024,733,539
Lending to financial Institutions - -
Investments — Net Of Provisions 8 915,410,581 -
Advances — Net Of Provisions 9 642,338 -
Operating Fixed Assets 10 110,379,153 63,683,651
Other Assets 11 24,106,825 8,072,912
Deferred Tax Asset 12 - -
Total Assets 1,180,896,611 1,096,490,102
LIABILITIES
Deposits and other accounts 13 112,151,366 -
Borrowings - -
Subordinated Debt : -
Other Liabilities 14 22,064,678 15,519,526
Deferred Tax Liabilities - -
Total Liabilities 134,216,044 15,519,526
Net Assets 1,046,680,567 1,080,970,576
REPRESENTED BY:
Share Capital 15 1,137,503,600 -
Statutory & General Reserves - -
Advance Against Issue of Shares - 1,137,503,600
Accumulated Loss (91,727,433) (56,533,024)

1,045,776,167 1,080,970,576
Surplus on Revaluation of Assets 16 904,400 -
Deferred Grants - -
Total Capital 1,046,680,567 1,080,970,576
MEMORANDUM / OFF-BALANCE SHEET ITEMS: 17

The annexed notes from 1 to 32 form an integral part of these financial statements. |

/é@ - f{h—"

Chairman Director Director

\ ‘\ \\ \\\\\

President / (X{ue \
Executive




WASEELA MICROFINANCE BANK LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2012

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
Other charges

Total non-markup/non interest expenses

Extra ordinary/unusual items
LOSS BEFORE TAXATION
Taxation - Current

- Prior period

- 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)
&;d notes from 1 to 32 form an inte

The am\

Note

18
19

20

21

25

29 November 2010
to 31 December
2012 2011
Rupees Rupees
109,619,773 11,790,377
(1,251,758) (6,669,880)
108,368,015 5,120,497
(6,488) -
(6,488) -
108,361,527 5,120,497
1,310,917 -
1,310,917 -
109,672,444 5,120,497
(143,538,134) (61,535,617)
(774,066) -

(144,312,200)

(61,535,617)

(34,639,756)

(56,415,120)

(34,639,756) (56,415,120)
(554,653) (117,904)
(554,653) (117,904)

(35,194,409) (56,533,024)

(56,533,024) ;

(91,727,433) (56,533,024)

(91,727,433) (56,533,024)

(0.31)

part of these financial statements.
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WASEELA MICROFINANCE BANK LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2012

Loss after taxation

Other comprehensive income

Comprehensive income transferred to equity

Components of comprehensive income not reflected in equity

Surplus on revaluation of investments

The annq\xed notes from 1 to 32 form an integral part of these financial statements. 5
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Note 2012
Rupees

29 November
2010 to 31
December 2011
Rupees

(35,194,409)

(56,533,024)

(35,194,409)

8.4 904,400

(56,533,024)

(34,290,009)

(56,533,024)
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WASEELA MICROFINANCE BANK LIMITED
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2012

29 November 2010
to 31 December
2012 2011
Note Rupees Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation (34,639,756) (56,415,120)
Less: Dividend income - -
(34,639,756) (56,415,120)
Adjustments for non-cash charges
Depreciation 15,866,363 2,933,567
Amortization 3,790,412 502,565
Provision Against Non-performing Advances 6,488 -
Provision for Diminution in the value of investments/ other assets - -
Loss / (Gain) on sale of fixed asset - -
Gain on revaluation of available for sale investments (904,400) ,
Others - -
18,758,863 3,436,132
(15,880,893) (52,978,988)
Increase in operating assets
Lending to-financial institutions - -
Advances (648,826) -
Other assets (excluding advance taxation) (10,669,779) (7,031,621)
(11,318,605) (7,031,621)
Increase in operating liabilities
Bills Payable - -
Borrowings from financial institutions - -
Deposits 112,151,366 -
Other liabilities (excluding current taxation) 6,545,152 15,519,526
118,696,518 15,519,526
91,497,020 (44,491,083)
Payments against provisions held against off-balance sheet obligations - -
Income tax paid (5,918,787) (1,159.,195)
Net cash inflow / (outflow) from operating activities 85,578,233 (45,650,278)
CASH FLOWS FROM INVESTING ACTIVITIES
Net investment in available-for-sale securities (201,935,000) -
Net investment in held-to-maturity securities (711,666,781) -
Dividend income - -
Investments in operating fixed assets (66,352,277) (67,119,783)
Sale proceeds of property and equipment disposed-off B -
Net cash outflow from investing activities (979,954,058) (67,119,783)

CASH FLOWS FROM FINANCING ACTIVITIES

Receipts / Payments of Sub-ordinated loan
Receipts / Payments of lease obligations
Advance against equity received

Issue of share capital

Dividend paid

1,137,503,600

Net cash inflow from financing activities

1,137,503,600

(Decrease) / Increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year / period

(894,375,825)

1,024,733,539

1,024,733,539

Cash a‘{ld cash equivalents at end of the year / period 27

130,357,714

1,024,733,539 )M

The an éXed notes from 1 to 32/foym an integral part of these financial stateme
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WASEELA MICROFINANCE BANK LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2012

Balance at 29 November 2010

Total comprehensive income for the period - (Loss)
Transfers to Statutory reserves

Other appropriations

[ssuc of share capital

Advance against issue of shares
Balance at 31 December 2011

Balance at 01 January 2012

Total comprehensive income for the year - (Loss)
Transfers to Statutory reserves

Other appropriations

[ssue of share capital
Balance at 31 December 2012

The annexed note
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ADVANCE
SHARE CAPITAL || STATUTORY || REVENUE AGAINST ACCUMULATED TOTAL
CAPITAL RESERVE || RESERVE RESERVE ISSUE OF LOSS
SHARES
Rupees Rupees Rupees Rupees Rupees Rupees Rupees
- - - - - (56,533,024) (56,533,024)
- - - - 1,137,503,600 - 1,137,503,600
- - - - 1,137,503,600 (56,533,024) 1,080,970,576
- - - - 1,137,503,600 (56,533,024) 1,080,970,576
= = = - - (35,194,409) (35,194,409)
1,137,503,600 - - - (1,137,503,600) - -
1,137,503,600 - - - - (91,727,433) 1,045,776,167  /
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WASEELA MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

4.1

STATUS AND NATURE OF BUSINESS

Waseela Micro Finance Bank Limited (the Bank) was incorporated in Pakistan on 29 November 2010 as public
limited company under the Companies Ordinance, 1984. The Bank obtained Microfinance banking license from
the SBP on 12 September 2011 to operate on a nationwide basis and received the certificate of commencement
of business from Securities and Exchange Commission of Pakistan (SECP) on 13 February 2012 whereas
certificate of commencement of business from SBP was received on 20 April 2012. The Bank has 10 business
locations comprising of 4 branches / point of links and 6 service centers (2011: Nil) in operation. The Bank is a
subsidiary of Orascom Telecom Holding Company (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 micro finance banking and related services to
the poor and underserved segment of the society with a view to alleviate poverty under the Microfinance
Institution Ordinance, 2001. During the year, the Bank also started Branchless Banking Services with the
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 number 11 dated 30 December 2003 issued by the SBP.

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 26 August 2002 has deferred the applicability of International
Accounting Standard (IAS) 39, "Financial Instruments: Recognition and Measurement” and IAS 40,
"Investment Property" for Banking companies 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 number 11 dated 30 December 2003. Further, the SECP
vide its S.R.O No. 411 (I) / 2008 dated 28 April 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 01 July 2009, till further orders.

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.
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WASEELA MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

4.2

4.2.1

4.2.2

4.2.3

4.2.4

4.2.6

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, provision for income taxes, determination of useful lives of depreciable
assets and intangible assets and other provisions which are discussed in following paragraphs:

Impairment of investments

Provision for 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.

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 / amortisation

charge and impairment loss. Changes in estimates are accounted for over the estimated remaining useful life of
the assets.

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.

Provisions and contingencies

The Bank reviews the status of all the legal cases on a regular basis. Based on the expected outcome and
lawyers' judgments, appropriate disclosure or provision is made.

Impairment of financial assets

In making an estimates of future cash flows from the Bank’s financial assets including investments in

subsidiaries and associates, the management considers estimated future dividend stream and their terminaliisf !

value. Y

i
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WASEELA MICROFINANCE BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

4.2.7

3:2

(a)

(b)

5.3

(a)

Other provisions

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

SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, balance with SBP and other banks.

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 and the Bank has
transferred substantially all the risks and rewards of ownership.

Investments of the Bank are classified into the following categories:

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” and is shown in the balance sheet below equity. The surplus / (deficit) arising on these
investments is taken to profit and loss account, when actually realized upon disposal.

Advances

These are stated net of provision for non-performing advances, if any. The outstanding principal of the

advances, payments against which are overdue for 30 days or more are classified as non-performing and
divided into following four 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:

X

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







