










































































































ASSETS

Cash and balances with State Bank of Pakistan
   and National Bank of Pakistan 8  1,225,227  730,133
Balances with other banks 9  571,006  927,509
Lending to financial institutions  -    -
Investments 10  3,471,857  3,604,983
Advances - net of provisions 11  8,311,128  6,687,865
Operating fixed assets 12  480,237  349,240
Other assets 13  1,131,244  948,668
Deferred tax asset - net 14  -    101,466
Total assets  15,190,699  13,349,864

LIABILITIES

Deposits and other accounts 15  10,627,546  8,371,951
Borrowings 16  501,280  1,391,257
Subordinated debt 17  989,757  971,886
Other liabilities 18  854,124  775,513
Deferred tax liabilities 14  8,567  -
Total liabilities  12,981,274  11,510,607

Net assets  2,209,425  1,839,257

REPRESENTED BY:

Share capital 19  1,346,939  1,346,939
Reserves  641,705  540,611
Accumulated profit / (loss)  205,787  (61,041)

 2,194,431  1,826,509

Deficit on revaluation of assets - net of tax 20  (1,388)  (55)
Deferred grants 21  16,382  12,803

2,209,425  1,839,257

MEMORANDUM / OFF BALANCE SHEET ITEMS

The annexed notes 1 to 41 form an integral part of these financial statements.

Note

2013 2012

(Rupees in ‘000)
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Note
2013 2012

(Rupees in ‘000)
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(Restated)
Mark-up / return / interest earned 22  2,519,124  1,951,549
Mark-up / return / interest expensed 23  (1,035,160)  (773,757)
Net mark-up / interest income  1,483,964  1,177,792

Provision against non-performing loans and advances 11.2  (11,390)  (11,416)
Provision for diminution in the value of investments  -    -
Bad debts written off directly 11.3 (30,632)  (11,721)

 (42,022)  (23,137)
Net mark-up / interest income after provisions  1,441,942  1,154,655

Non mark-up / interest income
Fee, commission and brokerage income 24  876,464  627,838
Dividend income  -    -
Other income 25  69,796  91,786
Total non mark-up / interest income  946,260  719,624

 2,388,202  1,874,279
Non mark-up / interest expenses
Administrative expenses 26  (1,745,878)  (1,353,755)
Other provisions / write offs  (14,232)  (6,535)
Other charges 27  (12,660)  (10,594)
Total non mark-up / interest expenses  (1,772,770)  (1,370,884)

 615,432  503,395
Extraordinary / unusual items  -    -

Profit before taxation  615,432  503,395

 Taxation  - current 28  (115,477)  (13,356)
                  - prior  -    -
                  - deferred 14.1  (118,200)  (115,700)

 (233,677)  (129,056)
Profit after taxation  381,755  374,339

                                                                                                                                                                                                    

Basic and diluted earnings per share 29  2.83  2.78

Appropriations are reflected in the statement of changes in equity.

The annexed notes 1 to 41 form an integral part of these financial statements.

(Rupees)



Net profit for the year  381,755  374,339

Other comprehensive income not to be reclassified to 
profit and loss account in subsequent periods

Actuarial (loss) / gain on defined benefit plan  (21,282)  158
Effect of taxation  7,449  (55)

 (13,833)  103

Total comprehensive income for the year  367,922  374,442

Surplus / (deficit) on revaluation of available-for-sale investments is presented under a separate account below equity in
accordance with the format of financial statements as prescribed under BSD Circular No. 11 dated December 30, 2003 issued
by the State Bank of Pakistan (SBP).

The annexed notes 1 to 41 form an integral part of these financial statements.

2013 2012
(Rupees in ‘000)
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Statement of Changes In Equity
For the year ended December 31, 2013

Balance as at January 01, 2012  1,346,939  343,469  76,768  19,193  (328,145)  1,458,224

Effect of change in accounting policy 
- net of tax (note 5.1.1)  -    -    -    -    (6,157)  (6,157)
Balance as at January 01, 2012 (restated)  1,346,939  343,469  76,768  19,193  (334,302)  1,452,067

Net profit for the year (restated)  -    -    -    -    374,339  374,339

Other comprehensive income  -    -    -    -    103  103

Total comprehensive income for the year  -    -    -    -    374,442  374,442

Transfer to statutory reserve *  -    -    74,822  -    (74,822)  -

Contribution to Depositors' Protection Fund **  -    -    -    26,359  (26,359)  -

Balance as at December 31, 2012 (restated)  1,346,939  343,469  151,590  45,552  (61,041)  1,826,509

Net profit for the year  -    -    -    -    381,755  381,755

Other comprehensive income  -    -    -    -    (13,833)  (13,833)

Total comprehensive income for the year  -    -    -    -    367,922  367,922

Transfer to statutory reserve *  -    -    76,422  -    (76,422)  -

Contribution to Depositors' Protection Fund **  -    -    -    24,672  (24,672)  -

Balance as at December 31, 2013  1,346,939 343,469  228,012  70,224  205,787  2,194,431

* In accordance with the requirements of the Microfinance Institution Ordinance, 2001 and the Prudential Regulations for
Microfinance Banks issued by the SBP (Prudential Regulations), the Bank has transferred an amount equivalent to 20% of profit
after tax to the statutory reserve.

** In accordance with the requirements of the Microfinance Institution Ordinance, 2001 and the Prudential Regulations, the
Bank has transferred an amount equivalent to 5% of profit after tax to the Depositors' Protection Fund, plus the return earned
on such funds.

The annexed notes 1 to 41 form an integral part of these financial statements.

Share
capital

........................................(Rupees in ‘000)........................................

Share
premium

Statutory
reserve

Depositors'
Protection

Fund

Accumulated
loss /

(profit)
Total

Capital reserves
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2013 2012

(Rupees in ‘000)

NoteCASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation  615,432  503,395

Adjustments for non cash items
Depreciation  103,878  78,049
Amortisation  11,388  11,130
Finance charges on leased assets  1,937  2,559
Provision against non-performing loans and advances  42,022  23,137
Provision for gratuity  18,506  21,619
Other provisions  14,232  6,535
Amortisation of discount on investments  (288,447)  (136,319)
Loss on derivative financial instrument  -    328
Grant income  3,423  (40,208)
Gain on sale of operating fixed assets  (1,684)  (4,705)

 (94,744)  (37,875)
Increase in operating assets
Advances  (1,661,956)  (1,641,529)
Other assets  (184,398)  (315,680)

 (1,846,354)  (1,957,209)
Increase in operating liabilities
Deposits and other accounts  2,255,595  3,859,422
Other liabilities  40,508  258,917 

 2,296,103  4,118,339

Income tax paid  (90,175)  (21,037)
Gratuity paid  (35,466)  (22,966)
Net cash inflow from operating activities  844,796  2,582,647

CASH FLOW FROM INVESTING ACTIVITIES

Investments in available-for-sale securities  (38,100,381)  (13,193,258)
Investments in operating fixed assets  (253,615)  (192,890)
Proceeds from redemption of available-for-sale securities  38,517,455  10,052,776
Sale proceeds from disposal of operating fixed assets  9,036  13,713
Net cash used in investing activities  172,496  (3,319,659)

CASH FLOW FROM FINANCING ACTIVITIES

Grant received `  156  35,373
Borrowings from financial institutions  (889,977)  (410,269)
Subordinated debt  17,871  1,000,000
Payments of lease obligation  (6,750)  (6,052)
Net cash inflow from financing activities  (878,701)  619,052
Net increase in cash and cash equivalents  138,591  (117,960)
Cash and cash equivalents at beginning of the year  1,657,642  1,775,602
Cash and cash equivalents at end of the year 30  1,796,233  1,657,642

The annexed notes 1 to 41 form an integral part of these financial statements.

(Restated)
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Notes to the Financial Statements
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1. STATUS AND NATURE OF BUSINESS

Tameer Micro Finance Bank Limited (the Bank) was incorporated in Pakistan on August 01, 2005 as a public limited
company under the Companies Ordinance, 1984. The Bank obtained Microfinance banking license from the SBP
on August 05, 2005 to operate on a nationwide basis and received the certificate of commencement of business
from the Securities and Exchange Commission of Pakistan (SECP) on 05 September 2005. The Bank is a subsidiary
of Telenor Pakistan (Private) Limited (the Holding Company) which owns 51% shareholding in the Bank. The Bank's
registered office is situated at 15-A, Block 7 & 8, KCHS Union, Karachi. 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 Institutions Ordinance, 2001. In 2009, the Bank also started Branchless
Banking services with the Holding Company under the Branchless Banking license from the SBP.

2. BASIS OF PRESENTATION

These financial statements have been prepared in compliance with the format as prescribed under the BSD Circular
No. 11 dated December 30, 2003 issued by the SBP.

3. STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounting standards as applicable
in Pakistan. Approved accounting standards comprise of the International Financial Reporting Standards (IFRSs)
issued by the International Accounting Standards Board (IASB) as are notified under the Companies Ordinance,
1984, the requirements of the Companies Ordinance, 1984, the Microfinance Institutions Ordinance, 2001 and the
regulations / directives issued by the SECP and SBP. Wherever the requirements of the Companies Ordinance, 1984,
the Microfinance Institutions Ordinance, 2001 or the regulations / directives issued by the SECP and SBP differ with
the requirements of IFRSs, the requirements of the Companies 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" for
Banking companies till further instructions. Accordingly, the requirements of these standards have not been
considered in the preparation of these financial statements. 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 July 01, 2009, till further
orders.

4. BASIS OF MEASUREMENT

4.1 These financial statements have been prepared under historical cost convention except for derivative financial
instruments and available-for-sale investments which are measured at fair value.

4.2 These financial statements have been presented in Pakistani Rupees, which is the Bank's functional and presentation
currency.
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5. SIGNIFICANT ACCOUNTING POLICIES

5.1 Standards, interpretations and amendments effective in current year

The accounting policies adopted in the preparation of these financial statements are consistent with those of the
previous financial year except as follows:

Standard or interpretation

IAS 1 – Presentation of Financial Statements – 
Presentation of items of other comprehensive income (Amendment)

IAS 19 – Employee Benefits – (Revised)

IFRS 7 – Financial Instruments : Disclosures – (Amendments)

 – Amendments enhancing disclosures about offsetting
of financial assets and financial liabilities

IFRIC 20 – Stripping Costs in the Production Phase of a Surface Mine

Improvements to Accounting Standards Issued by the IASB

IAS 1 – Presentation of Financial Statements - 
Clarification of the requirements for comparative information

IAS 16 – Property, Plant and Equipment – Clarification of Servicing Equipment

IAS 32 – Financial Instruments: Presentation – Tax Effects
of Distribution to Holders of Equity Instruments

IAS 34 – Interim Financial Reporting – Interim Financial Reporting 
and Segment Information for Total Assets and Liabilities

The adoption of the above amendments, revisions, improvements to accounting standards and interpretations did
not have any effect on the financial statements except for revision in IAS-19 - Employee Benefits as described below:

5.1.1 Change in accounting policy

Amendments to lAS 19 range from fundamental changes to simple clarification and rewording. The significant
changes to IAS 19 include the following:

             - For defined benefit plans, the ability to defer recognition of actuarial gains and losses (i.e., the corridor approach)
has been removed. As revised, actuarial gains and losses are recognized in other comprehensive income when they
occur. Amounts recorded in profit and loss are limited to current and past service costs, gains or losses on settlements,
and net interest income (expense). All other changes in the net defined benefit asset (liability) are recognised in
other comprehensive income with no subsequent recycling to profit and loss.



2013 2012
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(Rupees in ‘000)

            - The distinction between short-term and other long-term employee benefits will be based on the expected timing
of settlement rather than the employee's entitlement to the benefits.

           - Objectives for disclosures of defined benefit plans are explicitly stated in the revised standard, along with new or
revised disclosure requirements. These new disclosures include quantitative information regarding the sensitivity
of the defined benefit obligation to a reasonably possible change in each significant actuarial assumption.

This change in accounting policy has been accounted for retrospectively as required under International Accounting
Standard - 8 'Accounting Policies, Changes in Accounting Estimates and Errors', and the comparative financial
statements have been re-stated.

The effects of the retrospective application of the change in accounting policies are as follows:

Increase in the staff retirement gratuity  (21,282)  (8,961)
Increase in deferred tax asset  7,449  3,136 
Net decrease in equity  (13,833)  (5,825)

Decrease in opening unappropriated profit  -    (9,472)
Increase / (decrease) in other comprehensive income (OCI)  (21,282) 158
Increase in profit or loss 353

 (21,282)  (8,961)
Effect of taxation  7,449  3,136 
Net decrease in equity  (13,833)  (5,825)

5.2 Cash and cash equivalents

These include cash in hand, balances with SBP and NBP and balances with other banks.

5.3 Sale of securities under repurchase obligation

Securities sold with a simultaneous commitment to repurchase at a specified future date (repos) continue to be
recognised in the balance sheet and are measured in accordance with accounting policies for investments. Amounts
received under these agreements are recorded as repurchase agreement borrowings. The difference between sale
and repurchase price is amortised as expense over the term of the repo agreement.

5.4 Investments

The investments of the Bank, upon initial recognition, are classified as held-for-trading, held-to-maturity or available-
for-sale, as appropriate.

Investments (other than held-for-trading) are initially measured at fair value plus transaction costs associated with
the investments. Held-for-trading investments are initially measured at fair value and transaction costs are expensed
out in the profit and loss account. 



Purchase and sale of investments that require delivery within the time frame established by regulation or market
convention are recognised at the trade date, which is the date the Bank commits to purchase or sell the investment.

Held-for-trading

These represent securities, which are either acquired for the purpose of generating profit from short-term fluctuations
in prices or dealer’s margin or are securities included in the portfolio in which a pattern of short-term profit making
exists. After initial measurement, such investments are carried at fair value and the surplus / (deficit) arising as a
result of revaluation is taken to profit and loss account.

Held-to-maturity

These are securities with fixed or determinable payments and fixed maturities which the Bank has the intention
and ability to hold till maturity. After initial measurement, such investments are carried at amortised cost.

Available-for-sale

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

Premium or discount on securities classified as available-for-sale and held-to-maturity is amortised using effective
interest method and taken to the profit and loss account.

Provision for impairment in the value of equity securities is made after considering objective evidence of impairment.
Provision for diminution in the value of debt securities is made as per the Prudential Regulations.

5.5 Advances

Advances are stated net of specific and general provisions which are determined on the basis of the Prudential
Regulations. Advances are written off according to the Prudential Regulations or when there is no realistic prospect
of recovery.

5.6 Financial instruments

Financial assets and financial liabilities are recognised at the time when the Bank becomes a party to the contractual
provision of the instrument. Financial assets are de-recognised when the contractual right to future cash flows from
the asset expires or is transferred along with the risk and reward of ownership of the asset. Financial liabilities are
de-recognised when obligation is discharged, cancelled or expired. Any gain or loss on de-recognition of the financial
asset and liability is recognised in the profit and loss account.
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5.7 Derivative financial instruments

These are initially recognised at fair value on the date on which the derivative contract is entered into and are
subsequently re-measured at fair value using appropriate valuation techniques. All derivative financial instruments
are carried as assets when fair value is positive and liabilities when fair value is negative. Any change in the fair
value of derivative financial instruments is taken to the profit and loss account.

5.8 Off setting

Financial assets and financial liabilities are off-set and the net amount is reported in the financial statements when
there is a legally enforceable right to set-off the recognised amount and the Bank intends either to settle on a net
basis, or to realize the assets and to settle the liabilities simultaneously. Income and expense items of such assets
and liabilities are also off-set and the net amount is reported in the financial statements.

5.9 Operating fixed assets

Property and equipment - owned

These are stated at cost less accumulated depreciation and impairment (if any). Depreciation is charged using the
straight-line basis over the estimated useful lives of assets. Full month's depreciation is charged in the month of
addition and no depreciation is charged for the month in which the disposal is made. The residual value, depreciation
methods and useful lives are reviewed and adjusted (if appropriate) at each balance sheet date. Gains and losses
on disposal of assets are determined by comparing the sale proceeds with the carrying amount are included in the
profit and loss account. Subsequent costs are included in the asset’s carrying amount or recognised as a separate
asset, as appropriate, only 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. The carrying amount of the replaced part is derecognised.
All other repairs and maintenance are charged to the profit and loss account.

Property and equipment - leased

Leases in terms of which the Bank assumes substantially all the risks and rewards of ownership are classified as
assets subject to finance lease. These are stated at amounts equal to the lower of their fair value and the present
value of minimum lease payments at inception of the lease, less accumulated depreciation and impairment (if any).
Financial charges are allocated over the period of the lease term so as to provide a constant periodic rate of financial
charge on the outstanding liability.Depreciation is charged on the basis similar to owned assets.

Capital work-in-progress

These are stated at cost less impairment loss (if any). 
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Intangible assets

Intangible assets with a definite useful life are stated at cost less accumulated amortisation and impairment (if any).
These are amortised from the month, when these assets are available for use, using the straight-line method,
whereby the cost of the intangible asset is amortised on the basis of the estimated useful life over which economic
benefits are expected to flow to the Bank. The residual value, useful life and amortisation method is reviewed and
adjusted, if appropriate, at each balance sheet date.

Impairment

The carrying value of the fixed assets is reviewed at each balance sheet date to determine whether there is any
indication of impairment. If such indication exists, the recoverable amount of the relevant asset is estimated. An
impairment loss is recognised in profit and loss account whenever the carrying amount of an asset exceeds its
recoverable amount. An impairment loss is reversed if the reversal can be objectively related to an event occurring
after the impairment loss was recognised.

5.10 Provisions

Provisions are recognised when the Bank has a legal or constructive obligation as a result of past events, it is probable
that an outflow of resources will be required to settle the obligation and a reliable estimate of the amount can be
made. Provisions are reviewed at each balance sheet date and are adjusted to reflect the current best estimate. 

5.11 Taxation

Income tax on the profit or loss for the year comprises of current and deferred tax. Income tax is recognised in the
profit and loss account, except to the extent that it relates to items recognised directly in equity, in which case it
is recognised in equity.

Current

Provision for current taxation is based on the taxable income for the year determined in accordance with the Income
Tax Ordinance, 2001. The charge for tax also includes adjustments, where considered necessary relating to prior
years.

Deferred

Deferred income tax is provided on all temporary differences at the balance sheet date between the tax base of
assets and liabilities and their carrying amounts for financial reporting purposes. A deferred tax asset is recognised
only to the extent it is probable that future taxable profits will be available against which the asset can be realised.
Deferred tax assets are reviewed at each balance sheet date and are reduced to the extent that it is no longer
probable that the related tax benefits will be realised. Deferred tax is measured at the tax rates that are expected
to be applied to the temporary differences when they reverse, based on the laws that have been enacted or
substantively enacted at the balance sheet date.
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5.12 Staff retirement benefits

Defined benefit plan

The Bank operates a funded gratuity scheme for its eligible permanent and contractual employees. Provision is
made annually on the basis of actuarial recommendations based on projected unit credit method.

Defined contribution plan

The Bank also operates a recognised provident fund scheme for its eligible employees. Equal monthly contributions
are made, both by the Bank and the employees, to the Fund at the rate of 10% of the basic salary. 

5.13 Revenue recognition

Mark-up / interest / return on advances and investments is recognised on accrual basis, except in case of advances
classified under the Prudential Regulations on which mark-up is recognised on receipt basis.

Return on bank balances is recognised on accrual basis.

Gain or loss on sale of securities is accounted for in the period in which the sale / settlement occurs.

Fee, commission and brokerage income is recognised as services are rendered

5.14 Foreign currency transactions

Foreign currency transactions are translated into Pak Rupees at the exchange rates prevailing on the date of
transaction. Monetary assets and liabilities in foreign currencies are translated into rupees at the exchange rates
prevailing at the balance sheet date. Non-monetary items that are measured in terms of historical cost in a foreign
currency are translated using the exchange rates at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using exchange rates at the date when the fair value was
determined. Exchange gains or losses are included in profit and loss account.

5.15 Grant

The grant related to an asset is recognised in the balance sheet initially as deferred income when there is reasonable
certainty that it will be received and that the Bank will comply with the conditions attached to it. Grants that
compensate the Bank for expenses incurred are recognised as revenue in the profit and loss account on a systematic
basis in the same period in which the expenses are incurred. Grants that compensate the Bank for the cost of an
asset are recognised in the profit and loss account on a systematic basis over the useful life of the asset. 

5.16 Dividend distribution

Declaration of dividend to holders of the equity instruments of the Bank is recognised as liability in the period in
which it is declared. 63
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6. STANDARDS, INTERPRETATIONS AND AMENDMENTS TO 
APPROVED ACCOUNTING STANDARDS THAT ARE NOT YET EFFECTIVE

The following revised standards and amendments with respect to approved accounting standards as applicable in
Pakistan would be effective from the dates mentioned below against the respective standard:

Standard or interpretation

IAS 32 – Offsetting Financial Assets and 
Financial liabilities – (Amendment) January 01, 2014

IAS 36 – Recoverable Amount for 
Non-Financial Assets – (Amendment) January 01, 2014

IAS 39 – Novation of Derivatives and Continuation of Hedge
Accounting – (Amendment) (see note 3 below) January 01, 2014

IFRIC 21 – Levies January 01, 2014

The Bank expects that the adoption of the above revisions and amendments of the standards will not materially
affect the Bank's financial statements in the period of initial application.

In addition to the above, following new standards have been issued by IASB which are yet to be notified by the
SECP for the purpose of applicability in Pakistan:

Standard

IFRS 9 – Financial Instruments: Classification and Measurement January 01, 2015

IFRS 10 – Consolidated Financial Statements January 01, 2013

IFRS 11 – Joint Arrangements January 01, 2013

IFRS 12 – Disclosure of Interests in Other Entities January 01, 2013

IFRS 13 – Fair Value Measurement January 01, 2013

Effective date
(accounting periods

beginning on or after)

IASB effective date
(annual periods beginning

on or after)
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7. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of financial statements in conformity with approved accounting standards requires the use of
certain critical accounting estimates. It also requires management to exercise its judgment in the process of applying
the Bank’s accounting policies. Estimates and judgments are continually evaluated and are based on historic
experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances. Revisions to accounting estimates are recognised in the period in which the estimate is revised and
in any future periods affected. In the process of applying the accounting policies, management has made the
following estimates and judgments which are significant to the financial statements:

  Note

Classification and valuation of investments 5.4 & 10

Provision against non-performing loans and advances 5.5 & 11

Residual values, useful lives of assets and methods of depreciation / amortisation 5.9 & 12

Recognition of current and deferred taxation 5.11 & 14

Provision for defined benefit plan 5.12 & 32

8. CASH AND BALANCES WITH STATE BANK OF 

PAKISTAN (SBP) AND NATIONAL BANK OF PAKISTAN (NBP)

Cash in hand 374,334  333,527

Balance with SBP  821,266  356,488
Balance with NBP  29,626  40,118

8.1  850,893  396,606
 1,225,227  730,133

8.1 This represents current accounts maintained with SBP and NBP to meet the minimum balance requirement equivalent
to 5% as cash reserve and 10% as liquidity reserve of the Bank's time and demand liabilities in accordance with the
Prudential Regulations.
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Micro credit

-  Secured  94,998  6,667,472  81,708  5,778,855
-  Unsecured  102,813  1,664,082  73,265  921,375

 197,811  8,331,554  154,973  6,700,230

Less: Provision held

-  Specific 11.1  189  (1,533)  456  (1,466
-  General 11.2  -    (18,893)  -    (10,899)

11.2 (20,426)  (12,365)
 8,311,128  6,687,865

11.1 Particulars of non-performing advances

Advances include Rs.49.489 million (2012: Rs.56.686 million) which have been placed under non-performing status
as detailed below:

Number
of loans

(Rupees
in '000)

2012
Number
of loans

(Rupees
in '000)

2013

9.1 These represents demand deposits with commercial banks carrying mark-up ranging from 6.50% to 12% (2012: 6%
to 12%) per annum.

9.2 These represents term deposits with commercial banks carrying mark-up rate 9.50% (2012: 9.75%) per annum. 

10. INVESTMENTS

Federal Government Securities - available-for-sale

Market Treasury Bills 10.1  3,473,994  3,605,068
Deficit on revaluation 20  (2,136)  (85)

 3,471,857  3,604,983

10.1 These carry interest rates ranging between 9.75% to 10.30% (2012: 9.15% to 9.43%) per annum and have maturity
upto February 2014. These securities have an aggregate face value of Rs.3,500 million (2012: Rs.3,630 million).

11. ADVANCES - net of provisions

Note

2013 2012
(Rupees in ‘000)Note

9. BALANCES WITH OTHER BANKS

In Pakistan
- Current accounts 6,718  11,032
- PLS deposit accounts 9.1  414,288  616,477
- Term deposit accounts 9.2  150,000  300,000

 571,006  927,509

2013 2012
(Rupees in ‘000)Note
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Note

Amount
outstanding

Provision
required

Provision
held

2013
Amount

outstanding
Provision
required

Provision
held

2012

..............(Rupees in ‘000).............. ..............(Rupees in ‘000)..............

Specific General Total

2013 2012

..............(Rupees in ‘000).............. ..............(Rupees in ‘000)..............

2013 2012
(Rupees in ‘000)Note

Specific General Total

Other Assets Especially 
Mentioned (OAEM)  41,685  -    - 29,600 -  -
Substandard  4,202 58 58 16,893 42 42
Doubtful  2,340  477  477              8,424               614  614
Loss  1,262  998  998               1769  810  810

 49,489 1,533  1,533 56,686  1,466  1,466

11.2 Particulars of provision against non-performing advances

Opening balance  1,466  10,899 12,365  5,978  10,147  16,125
Charge for the year  8,783  7,994  16,777  16,707  752  17,459
Reversals  (5,387)  -    (5,387)  (6,043)  -    (6,043)

 3,396  7,994  11,390  10,664  752  11,416

Amount written off                      11.3  (3,329)  -    (3,329)  (15,176)  -    (15,176)
Closing balance  1,533  18,893  20,426  1,466  10,899  12,365

11.3 Particulars of write offs

Against provisions  3,329  15,176
Directly charged to profit and loss account 30,632  11,721

 33,961  26,897

12. OPERATING FIXED ASSETS

Property and equipment 12.1  406,055  321,172
Intangible assets 12.2  32,407  20,997
Capital work-in-progress - advance against purchase of fixed assets  41,775  7,071

 480,237  349,240



12.1 Property and equipment
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 As at
January 01,

2013
Additions /
(disposals)

 As at
December 31,

2013

 As at
January 01,

2013
Charge /

(on disposals)

 As at
December 31,

2013

 As at
December
31, 2013

Rate of
depreciation
per annum

%
..............................................(Rupees in ‘000)..............................................

Cost Deprecaition Book value
2013

Owned
Leasehold improvement  43,652  23,850  67,502  11,465  5,522  16,987  50,515 10

Office furniture and
fixtures  74,057  21,632  95,689  22,933  8,790  31,723  63,966 10

Office equipment  77,647  35,227  111,345  42,185  15,030  55,686  55,659 20
 (1,529)  (1,529)

Computer equipment  104,826  57,622  162,254  72,277  29,628  101,835  60,419 33
 (194)  (70)

Vehicles  92,013  29,558  101,845  25,494  15,533  30,186  71,659 20
 (19,726)  (10,841)

 392,195  167,889  538,635 174,354  74,503  236,417  302,218 
 (21,449)  (12,440)

      

Leased
Vehicles  9,961  12,838  22,799  299  3,546  3,845  18,954 20

 402,156  180,727  561,434  174,653  78,049  240,262  321,172 
 (21,449)  (12,440)

 As at
January 01,

2012
Additions /
(disposals)

 As at
December 31,

2012

 As at
January 01,

2012
Charge/

(on disposals)

 As at
December 31,

2012

 As at
December
31, 2012

Rate of
depreciation
per annum

%
..............................................(Rupees in ‘000)..............................................

Cost Deprecaition Book value
2012

Owned
Leasehold improvement  67,502  26,189  93,691  16,987  8,158  25,145  68,546 10

Office furniture and
fixtures  95,689  28,130  123,819  31,723  11,346  43,069  80,750 10

Office equipment  111,345  49,623  160,968  55,686  21,759  77,445  83,523 20

Computer equipment  162,254  41,309  197,623  101,835  38,187  134,284  63,339 33
 (5,939)  (5,737)

Vehicles  101,845  50,862  140,211  30,186  20,618 44,407  95,805 20
 (12,496)  (6,397)

 538,635  196,113  716,313  236,417   100,067   324,350   391,962
 (18,435)  (12,134)

Leased
Vehicles  22,799  -    21,397  3,845  3,810  7,305  14,092 20

 (1,402)  (351)
561,434  196,113  737,710   240,262  103,878  331,655  406,055

 (19,837)  (12,485)



12.1.1 Property and equipment include assets costing Rs.128.050 million (2012: Rs.92.490 million) which are fully depreciated
and still in use.

12.1.2 Deletion of fixed assets during the year with original cost or book value in excess of Rs.1,000,000 or Rs.250,000
respectively (whichever is lesser) are as follows:
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Vehicles - 
Owned Cost

Accumulated
depreciation

Written
down value

Sale
proceeds

Mode of
disposal

Particulars of
buyers

........ .........(Rupees in ‘000).................
Muhammad Bilal Khan, Karachi
EFU General Insurance Ltd
Tayyab Khan, Employee
Tariq Anwer, Employee
Asgher Ali, Employee
Ali Ajmal, Lahore
Fayyaz Mehmood Khan, Karachi
Azber Khan, Karachi
Azber Khan, Karachi
Adamjee Insurance Co. Ltd
Muhammad Arif, Karachi
Muhammad Arif, Karachi
Khawar Mehmood Butt, Lahore

Honda City 1,076  904  172  710 
Suzuki Alto  742  234  508  660 
Honda City  1,329  997  332  133 
Toyota Corolla  1,436  861  575  144 
Toyota Corolla  1,436  861  575  144 
Suzuki Cultus  896  484  412  771 
Suzuki Bolan  637  175  462  602 
Suzuki Bolan  609  244  365  506 
Suzuki Bolan  663  149  514  585 
Suzuki Bolan  634  48  586  634 
Suzuki Bolan  658  206  453  575 
Suzuki Bolan  663  199  464  570 
Suzuki Bolan  609  327  282  532 
2013  11,389  5,688  5,701  6,565 

2012  14,936  7,760  7,175  9,001 

 Auction
 Insurance claim

 Bank's Policy
 Bank's Policy
 Bank's Policy

 Auction
 Auction
 Auction
 Auction

 Insurance claim
 Auction
 Auction
 Auction

Vehicles - 
Owned Cost

Accumulated
depreciation

Written
down value

Sale
proceeds

Mode of
disposal

Particulars of
buyers

........ .........(Rupees in ‘000).................

Suzuki Bolan 701  158  543  510
Suzuki Bolan  701  193  508  721
2013  1,402  351  1,052  1,231

2012  -    -    -    -

 Auction
 Insurance claim

Syed Muhammad Aleem, Karachi
Adamjee Insurance Co. Ltd.

12.2 Intangible assets

 As at
January 01,

2013 Additions

 As at
December 31,

2013

 As at
January 01,

2013
Charge

for the year

 As at
December 31,

2013

 As at
December
31, 2013

Rate of
depreciation
per annum %

..............................................(Rupees in ‘000)..............................................

Cost  Amortisation Book value
2013

Computer 
software  55,982  22,798  78,780  34,985  11,388  46,373  32,407 33



13. OTHER ASSETS

Mark-up / return / interest accrued  801,473  714,564
Loans to employees 13.1  105,569  74,386
Security deposits  7,500  6,124
Prepayments - rent  45,139  33,443
                        - others  29,420  11,723
Taxation - net  -    1,822
Branchless banking transaction fee receivable  114,653  82,679
Others  27,491  23,927

 1,131,244  948,668

13.1 These represent interest free loans to staff and executives of the Bank for a maximum period of 36 months. These are
secured against the retirement benefits of employees.

14. DEFERRED TAX (LIABILITY) / ASSET - net

Deductible temporary differences arising in respect of:

Carry forward tax losses  -    68,469
Turnover tax  -    45,167
Provision against non-performing loans and advances  7,086  4,328
Deferred grant  5,734  4,481
Deficit on revaluation of assets  748  30
Actuarial effect on defined benefit plan  10,585  3,136

 24,153  125,611
Taxable temporary differences arising in respect of:

Accelerated tax depreciation allowance  (29,975)  (24,145)
Un-amortized transaction cost  (2,745)  -

 (32,720)  (24,145)
(8,567)  101,466
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Computer
software  34,946  21,036  55,982  23,855  11,130  34,985  20,997 33

12.2.1 Intangible assets include software costing Rs.28.681 million (2012: Rs.18.766 million) which are fully amortised and
still in use.

 As at
January 01,

2012 Additions

 As at
December 31,

2012

 As at
January 01,

2012
Charge

for the year

 As at
December 31,

2012

 As at
December
31, 2012

Rate of
depreciation
per annum %

..............................................(Rupees in ‘000)..............................................

Cost  Amortisation Book value
2012

Note
2013 2012

(Rupees in ‘000)
(Restated)

2013 2012
(Rupees in ‘000)

(Restated)



14.1 Reconciliation of deferred tax
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Balance
as at

 January
 01, 2012

Recognised
in profit and
loss account

Recognised in
other

comprehensive
income /

(deficit on
revaluation
of assets) *

Balance
as at

December
31, 2012

Recognised
in profit
and loss
account

Recognised in
other

comprehensive
income /

(deficit on
revaluation of

assets) *

Balance
as at

December
31, 2013

..............................................(Rupees in ‘000)..............................................

Deductible temporary
differences arising
in respect of:

Carry forward tax losses 232,903  (164,434)  -    68,469  (68,469)  -    -
Provision against 
   non-performing loans
   and advances  5,644  (1,316)  -    4,328  2,758  -    7,086
Deferred grant  6,174  (1,693)  -    4,481  1,253  -   5,734
Deficit on revaluation
   of assets  10  -    20  *  30  -    718 *  748
Turnover tax
   carried forward  -    45,167  -    45,167  (45,167)  -    -
Actuarial effect on defined
   benefit plan  3,315  (124)  (55)  3,136  -    7,449  10,585

 248,046  (122,400)  (35)  125,611  (109,625)  8,167  24,153

Taxable temporary
differences arising
in respect of:

Accelerated tax
   depreciation allowance  (22,561)  (1,584)  -    (24,145)  (5,830)  -    (29,975)
Unrealised gain 
   on derivative 
   financial instruments  (8,284)  8,284  -    -    -    -    -
Un-amortised 
   transaction cost  -    -    -    -    (2,745)  -    (2,745)

(30,845)  6,700  -    (24,145)  (8,575)  -    (32,720)
 217,201  (115,700)  (35)  101,466  (118,200)  8,167    (8,567)
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15. DEPOSITS AND OTHER ACCOUNTS

Current deposits  1,624,432  4,823,720  908,239  2,009,679
Fixed deposits  13,120  4,966,394  11,283  5,441,130
Saving deposits  5,761  837,432  4,441  921,142

 1,643,313  10,627,546  923,963  8,371,951

Number
of loans

(Rupees
in '000)

2012
Number
of loans

(Rupees
in '000)

2013

15.1 Particulars of deposits by ownership

Individual depositors  1,643,158  9,141,036  923,794  5,749,716
Institutional depositors
- Corporations / firms etc  147  1,352,630  161  2,160,067
- Banks / financial institutions  8  133,880  8  462,168

 1,643,313  10,627,546  923,963  8,371,951

16. BORROWINGS

Banks / financial institutions outside Pakistan  -    -
Banks / financial institutions in Pakistan  501,280  1,391,257

 501,280  1,391,257
16.1 Details of borrowings - unsecured

From commercial banks

Microfinance Credit Guarantee Facility (MCGF) 16.2  503,750  1,000,139
Unamortised transaction cost  (2,470)  (3,905)

501,280  996,234
Call borrowings  -    100,000
Borrowings under repurchase agreements  -    295,023

 501,280  1,391,257

16.2 The Bank has obtained financing from commercial banks under the MCGF scheme introduced by the SBP to facilitate
and promote channelization of funds from banks / DFIs to Microfinance institutions. These carry mark-up rate of
6 months' KIBOR plus 2% (2012: 6 months' KIBOR plus 2%) and are repayable in fixed installments over a period
of 2-5 years.

Number (Rupees
in '000)

2012

Number (Rupees
in '000)

2013

Note

15. DEPOSITS AND OTHER ACCOUNTS

Current deposits  1,624,432  4,823,720  908,239  2,009,679
Fixed deposits  13,120  4,966,394  11,283  5,441,130
Saving deposits  5,761  837,432  4,441  921,142

 1,643,313  10,627,546  923,963  8,371,951

Number
(Rupees
in '000)

2012

Number
(Rupees
in '000)

2013

2013 2012
(Rupees in ‘000)
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2013 2012
(Rupees in ‘000)Note

17. SUB - ORDINATED DEBTS

Listed
Term Finance Certificate (TFCs) - I (Quoted) 17.1 & 17.3  498,800  500,000
Unamortised transaction cost  17.4  (987)  (14,326)

 497,813  485,674

Term Finance Certificate (TFCs) - II (Quoted)  17.2 & 17.3  498,800  500,000
Unamortised transaction cost  17.4  (6,856)  (13,788)

491,944  486,212
989,757  971,886

17.1 Term Finance Certificates
(TFCs) - I (Quoted)

Total issue Rupees 500 million
Rating A
Rate Monthly profit at the rate of 12% per annum
Redemption Token redemption of Re.1 per certificate per 

    month and the rest at the time of maturity
Tenor 13 Months
Maturity Jan-14

17.2 Term Finance Certificates
(TFCs) - II (Quoted)

Total issue Rupees 500 million
Rating A
Rate Monthly profit at the rate of 12.5% per annum
Redemption Token redemption of Re.1 per certificate per month 

and the rest at the time of maturity
Tenor 24 Months
Maturity Dec-14

17.3 During the year, the Bank issued Term Finance Certificates (TFC I and TFC II) which are partially (40%) secured
against guarantee under SBP Micro Credit Guarantee Facility. The TFC Holders have no special interest or other
interest in the property, assets and / or profit of the Bank except as the holders of the TFC.

17.4 This represent advisory, structuring and marketing fee payable to the bankers to the issue.



18.1 Liabilities against assets 
subject to finance lease

Not later than one year  4,924  4,392  5,915  3,858
Later than one year and 
not later than five years  10,543  8,260  16,362  13,607

 15,467  12,652  22,277  17,465
Less: Financial charges 
allocable to future periods  (2,815)  -    (4,812)  -
Present value of minimum 
lease payments  12,652  12,652  17,465  17,465

18.1.1 The Bank has entered into agreements with a Modaraba for lease of vehicles. Lease rentals are payable on quarterly
basis with mark-up at the rate of 6 months' KIBOR plus 2% - 2.25% per annum with a floor and cap of 12% - 13%
and 23% per annum, respectively. The Bank intends to exercise its option to purchase the above assets upon
completion of the lease period.

18. OTHER LIABILITIES

Mark-up / return / interest payable 111,275  131,133
Accrued expenses  53,965  68,216
Provision for staff bonus  57,000  70,000
Withholding tax payable 6,927  6,542
Liabilities against assets subject to finance lease 18.1  12,652  17,465
Payable to defined contribution plan  2,664  4,338
Payable to defined benefit plan 33.3  11,846  7,524
Payable to Workers' Welfare Fund 12,713  10,419
Taxation - net 23,480  -
Payable against branchless banking transactions  534,110  428,796
Others 27,493  31,080

854,124  775,513
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Note

 Minimum
lease

payment
 Present

value

2012
 Minimum

lease
payment

 Present
value

2013

..............................(Rupees in ‘000)..............................

2013 2012
(Rupees in ‘000)

(Restated)



            2013                 2012
(Number of shares in '000)

 
270,000  270,000     Ordinary shares of Rs.10 each

75

The Power of Inspiration | Annual Report 2013

Notes to the Financial Statements
For the year ended December 31, 2013

         (Rupees in ‘000)
2012

Note

19. SHARE CAPITAL

Authorised share capital

            2,700,000          2,700,000

Issued, subscribed and paid-up capital

            2013                 2012
(Number of shares in '000)

 
134,694  134,694      Ordinary shares of Rs.10 each full paid in cash           1,346,939       1,346,939

2013

 20 DEFICIT ON REVALUATION OF ASSETS - NET OF DEFERRED TAX

Available-for-sale investments
Federal Government Securities  (2,136)  (85)
Related deferred tax  748  30

 (1,388)  (55)
21. DEFERRED GRANTS

Grant received from
State Bank of Pakistan 21.1  5,203  19,108
Consultative Group to Assist the Poor 21.2  3,872  8,198
Soros Economic Development Fund 21.3  149  149
The Aga Khan Agency for Microfinance 21.4  64  68
Financial Sector Strengthening Programme 21.5  219  219
Frankfurt School of Management 21.6 1,892  1,344
Winrock International 21.7  1,449  1,300
Gates Foundation 21.8  111  22,625

12,959  53,011

Reversal of grant income / (grant income recognised) during the year
State Bank of Pakistan 5,178  (11,821)
Consultative Group to Assist the Poor  (296)  (4,326)
Soros Economic Development Fund  -    -
The Aga Khan Agency for Microfinance  -    (4)
Frankfurt School of Management  (10)  (243)
Winrock International (1,449)  (1,300)
Gates Foundation  -   (22,514)

25  3,423  (40,208)
 16,382  12,803



21.1 Represents USD grant received from SBP under the Institutional Strengthening Fund of the Financial Inclusion
Program (FIP) sponsored by Department of International Development - UK for the inclusive economic growth and
improved livelihood opportunities for poor and marginalized groups in Pakistan and improved access to financial
services for these groups. During the year, the Bank repaid a grant amounting to Rs.7.85 million due to certain grant
conditions not being met according to the SBP as per the agreement.

21.2 Represents USD grant received from International Bank for Reconstruction and Development and International
Development Association for Consultative Group to Assist the Poor to assist the Bank in achieving its growth goals
for financial services to lower income clients via institutional capacity building and training and to develop, launch
and scale up mobile banking using agent distribution network and cell phone technologies. 

21.3 Represents USD grant received from Soros Economic Development Fund to assist the Bank in expanding the outreach
of microfinance services to low and moderate income clients by connecting to an interbank ATM switch and a
payment settlement network. 

21.4 Represents USD grant received from Aga Khan Agency for Microfinance to provide finance for life insurance premium
of specific depositors. 

21.5 Represents USD grant received from Swiss Agency for Development and Corporation under the Financial Sector
Strengthening program to provide technical support for maintenance of IT infrastructure of the Bank.

21.6 Represents USD grant received from Frankfurt School of Management to provide financial support to implement
a project on Promotion of Renewable Energy Technologies.

21.7 Represents USD grant received from Winrock International to provide financial support to operate a branch in
Quetta.

21.8 Represents USD grant received from Bill and Malinda Gates Foundation to provide financial support to establish
branchless banking operations.

 

22. MARK-UP / RETURN / INTEREST EARNED

On:
Loans and advances 2,116,598  1,715,788
Available-for-sale investments  288,447  136,319
Deposits with financial institutions  63,591  44,806
Call money lendings  26,221  49,998
Repurchase agreement lendings  24,269  4,638

 2,519,124  1,951,549

23. MARK-UP / RETURN / INTEREST EXPENSED

On:
Deposits  791,414  488,512
Borrowings  101,111  272,196
Sub-ordinated debt  142,634  13,049

 1,035,160  773,75776
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2012
........(Rupees in ‘000)........Note

2013
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24. FEE, COMMISSION AND BROKERAGE INCOME

Loan processing fee  192,264  151,744
Income from branchless banking 24.1  659,618  444,780
Others  24,582  31,314

876,464  627,838

24.1 This represents income from branchless banking operations (Easy Paisa) carried out by the Bank together with the
Holding Company under the SBP's Branchless Banking Regulations. As per the agreement with the Holding Company,
income from Easy Paisa is shared between the Bank and the Holding Company in the ratio of 14% and 86% net of
agents' commission (2012: 13% and 87% net of agents' commission), respectively.

25. OTHER INCOME

Grant income 21  (3,423)  40,208
Cheque book fees, ATM fees and other service charges  51,299  38,228
Recoveries against advances written off  20,236  8,645
Gain on sale of operating fixed assets  1,684  4,705

 69,796  91,786

2012
........(Rupees in ‘000)........Note

2012
........(Rupees in ‘000)........Note

26. ADMINISTRATIVE EXPENSES 

Salaries and other allowances  872,935  696,434
Contribution to defined contribution plan  15,395  22,576

 Charge for defined benefit plan 33.7  18,506  21,619
Staff welfare  22,165  19,312
Training and capacity building 2,794  3,897
Rent and taxes  77,185  65,580
Legal and professional charges  11,427  6,242
Utilities  32,005  22,840
Communication  89,355  59,504
Finance charges on leased assets  1,937  2,559
Travelling and conveyance  56,748  50,365
Insurance  81,089  57,927
Printing and stationery  65,831  48,042
Repairs and maintenance  68,611  58,803
Depreciation 12.1  103,878  78,049
Amortisation 12.2  11,388  11,130
Auditors' remuneration 26.1  2,245  1,867
Advertisement  55,148  28,102
Security services  29,694  21,582
Customer verification charges  23,727  15,678
Professional consultancy charges  12,451  12,719
Bank charges  33,035  22,982
Deposit mobilization commission 26.2  56,313  24,278
Other expenses  2,013  1,668

 1,745,878  1,353,755

2012
........(Rupees in ‘000)........

(Restated)

Note

2013

2013

2013



26.1 Auditors’ remuneration

Audit fee  1,200  1,000
Half yearly review fee  480  400
Other certifications  290  100
Out-of-pocket expenses  208  367

2,178  1,867
Sale tax 67 -

2,245 1,867

26.2 Deposit mobilization commission

Represents commission on deposit mobilization services provided by Holding Company to the Bank in respect of
its Branchless Banking Services under an agreement.

27. OTHER CHARGES

Net loss on derivative financial instruments -    328
Workers' Welfare Fund  12,560  10,266
Penalty imposed by SBP  100  -

 12,660  10,594

28. TAXATION

28.1 Relationship between tax expense 
and accounting profit
Profit before taxation  615,432  503,395

Tax at the rate of 34%  209,249  176,189

Tax effects of:

Non deductible expenses  25,935  2,371
Exempt income  (1,507)  (14,073)
Minimum tax  -    (31,811)
Others  -    (3,620)

 233,677  129,056

28.2 The tax holiday available to the Bank pursuant to Clause (66- XVIII) of part I of Second Schedule to the Income Tax
Ordinance, 2001 expired on June 30, 2012.

28.3 The Bank has filed returns upto tax year 2013 which are deemed to be orders under section 120 of the Income Tax
Ordinance, 2001 unless any ammendments have been made by the Tax Authorities.
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2012
........(Rupees in ‘000)........

2012
........(Rupees in ‘000)........

(Restated)

2012
........(Rupees in ‘000)........

2013

2013

2013
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29. BASIC AND DILUTED EARNINGS PER SHARE

Net profit for the year (Rupees in '000) 381,755  374,339

Weighted average ordinary shares (Numbers in '000) 134,694  134,694

Basic and diluted earnings per share (Rupees)  2.83  2.78

30. CASH AND CASH EQUIVALENTS

Cash and balances with SBP and NBP 8  1,225,227  730,133
Balances with other banks 9  571,006  927,509

 1,796,233  1,657,642

31. NUMBER OF EMPLOYEES

2012
........(Rupees in ‘000)........Note

2012
........(Rupees in ‘000)........Note

Permanent  271  655  926  232  556  788
Temporary / on contractual basis  324  442  766  337  370  707

595  1,097  1,692  569  926  1,495

32. NUMBER OF BRANCHES

As at January 01 45  42
Opened during the year  4  3
As at December 31  49  45

33. DEFINED BENEFIT PLAN

33.1 General description

The Bank operates a funded gratuity scheme for all its employees, who have completed minimum qualifying period
of service. Contributions to the fund are made in accordance with the rules of the fund. The benefit is equal to one
month's last drawn basic salary for each year of eligible service or part thereof, subject to a minimum of three years
of service.

Credit /
sales
staff

Banking /
support

staff
Total

2013
Credit /

sales
staff

Banking /
support

staff
Total

2012

..............(Number).............. ..............(Number)..............

2013 2012
........(Rupees in ‘000)........

(Restated)

2013

2013



- Discount rate  13.00  11.50
- Salary increase rate  13.00  11.50
- Expected rate of return on plan assets  13.00  11.50

33.3 Movement in defined benefit plan 

Opening balance  7,523  9,028
Expense charged in the current year  18,506  22,040
Remeasurements recognized in OCI during the year  21,282  (579)
Contributions to gratuity fund  (35,466)  (22,966)
Closing balance  11,845  7,523

33.4 Reconciliation of defined benefit plan 

Present value of defined benefit obligations  114,889  66,990
Fair value of plan assets  (103,044)  (59,467)

 11,845  7,523
33.5 Movement in present value of defined benefit obligations

Opening balance  66,990  62,978
Current service cost 19,825  21,830
Interest cost 7,415  6,272
Actuarial loss on obligations 25,682  1,582
Benefits paid  (5,023)  (25,672)
Closing balance  114,889  66,990

33.6 Movement in fair value of plan assets

Opening balance  59,467  52,064
Contributions to the fund  35,466  22,966
Benefits paid  (5,023)  (25,672)
Expected return on plan assets  8,734  7,943
Actuarial (loss) / gain on plan assets  4,400  2,166
Closing balance  103,044  59,467

33.2 Principal actuarial assumptions

The latest actuarial valuation of the gratuity scheme was carried out as at 31 December, 2013. Following are the
significant assumptions used in the valuation:
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 (% per annum)

2013 2012
.....(Rupees in ‘000).....

(Restated)

2013
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33.7 Charge for defined benefit plan

Current service cost  19,825  21,830
Interest cost  7,415  6,268
Expected return on plan assets  (8,734)  (7,943)
Reversal of Opening Receivable  -    1,886

 18,506  22,041

33.8 Actual return on plan assets  13,133   10,110

33.9 Plan assets consist of

TDR  100,687  59,255
Bank balances  2,356  212

 103,043  59,467
33.10 Historical information

Present value of defined benefit obligations  114,889  66,990  62,978  45,575  23,901
Fair value of plan assets  (103,044)  (59,467)  (52,064)  (40,173)  (22,770)
Deficit / (surplus)  11,845  7,523  10,914  5,402  1,131 

2012
.....(Rupees in ‘000).....

2012 2011 2010 2009
...............................(Rupees in ‘000)...............................

2013 2012
........(Rupees in ‘000)........

33.11 Remeasurements recognized in other comprehensive 
   income, expense / (income) during the year

Remeasurements: Actuarial gain / (loss) on obligation:

Loss due to change in experience adjustments 25,681   1,586
Total actuarial loss on obligation  25,681  1,586

Remeasurements: Actuarial gain / (loss) on assets:
Actual net return on plan assets  13,133  10,110
Less: Interest income on plan assets  (8,734)  (7,943)
Total remeasurements recognised in OCI during the year  4,399  2,167

(Restated)

(Restated)

2013

2013
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Years
1  23,256  13,924
2  13,039  6,489
3  27,999  7,364
4  9,194  17,645
5  8,780  4,697
6 - 10  38,484  20,142
11 - 15  67,658  31,425
16 - 20  123,984  54,811
20+  645,158  253,099

33.13 Expected contribution to the plan

Based on actuarial advice, the management estimates that the charge in respect of defined benefit plan for the
year ending December 31, 2014 would be Rs.29.335 million.

33.14 Sensitivity analysis on significant actuarial assumptions: Actuarial liability

Base 114,888  66,990
Discount rate +1%  105,425  61,472
Discount rate -1%  115,802  67,523
Future salary increases +1%  127,091  74,105
Future salary increases -1%  116,537  67,951

34. DEFINED CONTRIBUTION PLAN

 34.1 The Bank operates an approved funded contributory provident fund for all its permanent employees to which
monthly contributions are made both by the Bank and the employees at the rate of 10 % of basic salary.

Year
2012
Year

33.12 Maturity profile of defined benefit obligation

Weighted average duration of the present value of defined benefit obligation  12  10

2013 2012

........(Rupees in ‘000)........
 Benefit PaymentsDistribution of timing of benefit payments

2013



34.2 Disclosures relating to Provident Fund

Size of the fund 146,912  133,678
Cost of investments made 128,883  120,925
Percentage of investments made 88% 90%
Fair value of investments 141,163  126,696

Break-up of investments
TDR's 137,280  125,971
Bank balances 3,883  725

141,163  126,696

The figures for 2013 are based on the un-audited financial statements of the Provident Fund. Investments out of
Provident Fund have been made in accordance with the provisions of section 227 of the Ordinance and the rules
formulated for this purpose.

35. REMUNERATION OF DIRECTORS AND EXECUTIVES
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2012
........(Rupees in ‘000)........

Chief
Executive Directors Executives

2013
Chief

Executive Directors Executives

2012

..............(Rupees in 000).............. ..............(Rupees in 000)..............

Fees -    225  -    -    200  -
Managerial remuneration  19,487  -    105,949  18,501  -    91,443
Charge for defined benefit plan  1,453  -    8,829  1,542  -    7,620
Contribution to defined contribution plan 1,743  -    10,217  1,850  -    9,056
Rent and house maintenance  13,576  -    31,785  12,295  -    27,433
Utilities  4,695  -   10,595  3,847  -    9,144
Medical  2,833  -    17,217  2,415  -    13,594
Conveyance  1,314  -    11,433  1,224  -    8,662
Others  180  -    2,593  198  -    1,912
Membership fee 157  1,628  905  3,717

 45,438  225  200,245  42,777  200  172,580

Number of persons 1  7  76  1  7  66

35.1 In addition to the above, the Chief Executive and certain executives are provided with use of Company maintained car.

36. RELATED PARTY TRANSACTIONS

Related parties of the Bank comprise of the Holding Company, associates (including entities having directors in common
with the Bank), retirement benefit funds, major share holders, directors and key management personnel and their
close family members. Transactions with related parties, other than remuneration of directors and executives as
disclosed in note 33 to the financial statements, are summarised as follows:

2013
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Holding
company

Directors
and key

management
personnel Others Total

.................(Rupees in ‘000).................

2013

Holding
company

Directors
and key

management
personnel Others Total

.................(Rupees in ‘000).................

2012

Total
Upto one

Month

Over one
month upto

6 months

Over 6
months

upto 1 year

Over one
Year

upto 5 years
..........................(Rupees in ‘000)..........................

2013

Advances
At January 01  -    22,469  -    22,469  -    4,784  -    4,784
Given during the year  -    16,568  -    16,568  -    28,518  -    28,518
Repaid during the year  -    (7,423)  -    (7,423)  -    (10,833)  -    (10,833)
At December 31  -    31,614  -    31,614  -    22,469  -    22,469

Deposits
At January 01 200,972  6,586  17,498  225,056  213,432  820  -    214,252
Received during the year  469,932 7,450  12,767  490,149  414,404  7,406  17,498  439,308
Withdrawn during the year  (571,036)  (11,731)  (17,215)  (599,982)  (426,864)  (1,640)  -    (428,504)
At December 31  99,868  2,305  13,050  115,223  200,972  6,586  17,498  225,056

Mark-up expense  9,981  104  992  11,077  10,166  392  841  11,399
Communication expenses 4,571  -    -    4,571  4,977  -    -    4,977
Sale of vehicles  -    4,201  -    4,201  -    3,692  -    3,692
Payable against branchless 
banking transactions 147,070  -    -    147,070  132,324  -    -    132,324
Mark-up payable  417  -    6  423  1,007  -    73  1,080
Rent and taxes  10,200  -    -    10,200  10,200  -    -    10,200
Exp payable 13,550  -    -    13,550  3,999  -    -    3,999
Deposit mobilization fee  56,313  -    -    56,313  24,278  -    -    24,278

37. MATURITIES OF ASSETS AND LIABILITIES

The table below summarises the maturity profile of the expected cash flows of the Bank's financial assets and liabilities. The demand
deposits of the Bank are classified as payable within one month. However, the Bank expects that many customers will not request
repayment on the earliest date the Bank could be required to pay and the table does not reflect the expected cash flows indicated
by the Bank's deposit retention history.

Assets
Cash and balances with SBP and NBP  1,225,227  1,225,227  -    -    -
Balances with other banks / NBFIs / MFBs  571,006  421,006  150,000  -    -
Investments  3,471,857  1,992,955  1,478,902  -    -
Advances  8,311,129  688,490  3,735,183  3,489,045  398,411
Operating fixed assets  480,237  -    -    -    480,237
Other assets 1,131,243  147,771  472,004  291,776  219,691

 15,190,699  4,475,450  5,836,089  3,780,821  1,098,339
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Liabilities
Deposits and other accounts 10,627,546  6,211,683  1,556,123  1,413,467  1,446,273
Borrowings  501,279  8,333  123,194  131,528  238,224
Subordinated debt  989,757  497,813  -    491,944  -
Other liabilities  854,125  601,582  115,510  54,407  82,625
Deferred tax liabilities  8,567  -    8,567  -    -

12,981,274  7,319,411  1,803,394  2,091,346  1,767,122
Net assets  2,209,425  (2,843,962)  4,032,695  1,689,475  (668,783)

Represented by:
Share capital 1,346,939 
Statutory and general reserves  571,481 
Depositors' Protection Fund  70,224 
Accumulated Profit / (Loss)  205,787 

 2,194,431 
Surplus / (deficit ) on revaluation of assets  (1,388)
Deferred grants  16,382 

 2,209,425

Assets
Cash and balances with SBP and NBP  730,133  730,133  -    -    -
Balances with other banks / NBFIs / MFBs  927,509  927,509  -    -    -
Investments  3,604,983  2,469,217  1,135,766  -    -
Advances  6,687,865 439,260  2,702,305  3,375,425  170,875
Operating fixed assets  349,240  -    -    -    349,240
Other assets - Restated  948,668  113,348  418,164  339,819  77,337
Deferred tax assets - Restated  101,466  -    101,466  -    -

 13,349,864  4,679,467  4,357,701  3,715,244  597,452

Liabilities
Deposits and other accounts  8,371,951  3,842,624  1,351,938  1,883,157  1,294,232
Borrowings  1,391,257  303,357  339,861  141,944  606,095
Subordinated debt  971,886  -    -    -    971,886
Other liabilities - Restated  775,513  531,067  124,844  80,197  39,405

 11,510,607  4,677,048  1,816,643  2,105,298  2,911,618
Net assets  1,839,257  2,419  2,541,058  1,609,946  (2,314,166)

Represented by:
Share capital  1,346,939 
Statutory and general reserves  495,059 
Depositors' Protection Fund  45,552 
Accumulated Profit / (Loss) - Restated  (61,041)

 1,826,509 
Surplus / (deficit ) on revaluation of assets  (55)
Deferred grants  12,803 

 1,839,257 

Total
Upto one

Month

Over one
month upto

6 months

Over 6
months

upto 1 year

Over one
Year

upto 5 years
...............................(Rupees in ‘000)...............................

2013

Total
Upto one

Month

Over one
month upto

6 months

Over 6
months

upto 1 year

Over one
Year

upto 5 years
...............................(Rupees in ‘000)...............................

2012



38. FINANCIAL RISK MANAGEMENT

38.1 Interest / mark-up rate risk

Interest rate risk is the risk that the value of the financial instrument will fluctuate due to changes in the market interest
rates.

The Bank interest rate exposure is low due to the short-term nature of the majority of business transactions.Interest
rate risk is also controlled through flexible credit pricing mechanism and variable deposit rates.Optimization of yield
is achieved through the Bank's investment strategy which aims on attaining abalance between yield and liquidity under
the strategic guidance of ALCO.

The advances and deposits of the Bank are on periodic basis based on interest rates scenario are as under:
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Assets
Balances with other banks / MFBs  6.5% to 12%  564,288  414,288  150,000  -    -
Investment  9.75% to 10.30%  3,471,857  1,992,955  1,478,902  -    -
Advances  18% to 35%  8,311,129  688,490  3,735,183  3,489,045  398,411

 12,347,275  3,095,734  5,364,085  3,489,045  398,411

Liabilities
Deposits  6% to 16%  5,803,826  1,387,963  1,556,123  1,413,467  1,446,273
Borrowings  Kibor + 2%  501,279  8,333  123,194  131,528  238,224
Subordinated debt  12% to 12.5%  989,757  497,813  -    491,944  -

 7,294,862  1,894,109  1,679,317  2,036,939  1,684,497
 5,052,412  1,201,624  3,684,768  1,452,106  (1,286,086)

Effective
yield/ interest

rate %
Upto one

Month
One month to

six month

Over six
month to
one year

Over one year
to five years

...............................(Rupees in ‘000)...............................

2013

Total

Exposed to yield / interest risk

Assets
Balances with other banks / MFBs  6% to 12%  916,477  916,477 
Investment  9.15% to 9.43%  3,604,983  2,469,217  1,135,766 
Advances  18% to 35%  6,687,865  439,260  2,702,305  3,375,425 170,875

 11,209,325  3,824,954  3,838,071  3,375,425  170,875

Liabilities
Deposits 6% to 16%  6,362,272  1,832,945  1,351,938  1,883,157  1,294,232
Borrowings  1,391,257  303,357  339,861  141,944  606,095
Subordinated debt 12% to 12.5%  971,886  -    -    -    971,886

 8,725,415  2,136,302  1,691,799  2,025,101  2,872,213
 2,483,910  1,688,652  2,146,272  1,350,324  (2,701,338)

Effective
yield/ interest

rate %
Upto one

Month
One month to

six month

Over six
month to
one year

Over one year
to five years

...............................(Rupees in ‘000)...............................

2012

Total

Exposed to yield / interest risk

 9.5% to 13%/Kibor + 2%
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President &
Chief Executive Officer

Chairman Director Director

38.2 Credit risk

Credit risk is the risk 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 risk is primarily attributable to its “advances” balances at banks and
investments. The credit risk on liquid funds is limited because the counter parties are banks with reasonably high credit
ratings. The Bank has an effective loan disbursement and recovery monitoring system which allows it to evaluate
borrowers' credit worthiness and identify potential problem loans. A provision for loan losses is maintained as required
by the Prudential Regulations. Investments are mainly in the goverment securities or other securities having good credit
rating. Maximum amount of financial assets which are subject to credit risk amount to Rs.3,377 million (2012: Rs.2,501
million).

38.3 Liquidity risk

Liquidity risk is the risk that the Bank will not be able to raise funds to meet its commitments. At presentthe bank is
not exposed to this risk as there is sufficient cash placed with various commercial banks at the year end. 

38.4  Fair value of financial Instruments 

 The carrying values of all financial assets and liabilities reflected in the financial statements approximate their fair
value.

39. CAPITAL MANAGEMENT

The Bank’s objectives when managing its capital are:

        -To comply with the capital requirements set by the SBP.

        -To safeguard the Bank’s ability to continue as a going concern so that it can continue to provide returns for      
          shareholders   and benefits for other stakeholders.

        -To maintain a strong capital base to support the development of its business.

As of the balance sheet date, the Bank's net equity and Capital Adequacy Ratio stood at Rs.2,184 million (2012: Rs.1,823
million (restated)) and 64% (2012: 73%) respectively, as against the minimum requirement of Rs.500 million and 15%
prescribed by SBP.

40. GENERAL

40.1 Captions, as prescribed by BSD Circular No. 11, dated 30 December 2003, in respect of which there are no amounts,
have not been reproduced in these financial statements, except for the captions of the balance sheet and profit and
loss account.

40.2 Figures have been rounded off to the nearest thousand rupees.

41. DATE OF AUTHORISATION FOR ISSUE 

These financial statements were authorised for issue by the Board of Directors of the Bank on ______________________.3rd March, 2014
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