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Vision

Access to a complete range of formal
banking services to micro entrepreneurs
engaged in income generating activities
and to under privileged people on an ongoing
basis.

Mission

To ensure that the bank discharges its
development and financial obligations
in a financially sustainable manner
and that the interests of all the
stakeholders are protected.
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Notice of the Eighth Annual General Meeting

Natice is hereby given that the Eighth Annual General Meeting of Network Microfinance Bank Limited is
scheduled 1o be hald on March 28, 2012 at 3:00 p.m. at its head office, room no. 202, Azayam Plaza, Shahra-
e-Faisal, Karachito transact the following business:

1. Taread and confirm the minutes of the Extra Ordinary General Meeling held on February 14, 2012.

2. To receive, consider and adopt the Annual Audited Financial Statements for the year ended
December 31, 2011 togetherwith Directors' and Auditors’ Reparts thereon.

3. To appoint the auditors of the bank for the year ending December 31, 2012 and fo fix their
remuneration,

4. Totransactany other business with the permission of the chair.

By Order of the Board
I

o 12

G4
March 8, 2012 Rafat Abbas
Karachi Company Secrelary

NOTES:

1. Amember of the Bank enlitled o attend and vote at this meeting may appoint another member
as his‘her proxy to attend and vote instead of him/her. Proxies in order to be effective must
recaive by the Bank not less than 48 hours before the meeting.

Central Depository Company of Pakistan Limited {(CDC) account holders will further have the
following under mentioned guidelines as laid down by the Securities and Exchange
Commission of Pakistan.

A) ForAttending Meeting:

i) Inthe case of individuals, the account holder or sub account holder and/or the person whose
sacurities are in group account and their registration details are uploaded as per the
Regulations, shall authenticale his identity by showing his oniginal National ldentity Card
{CNIC}or original Passport at the time of attending the meeting.

ily In the case of Comporate Enlity, the Beard of Directors' Resolution/ Power of Attorney with
specimen signature of the nominee shall be produced (unless it has been provided earier) at
the lime of tha maeating.

B) ForAppointing Proxies:

I} Inthe case of individuals, the account holder or sub-account holder and for the person whose
securities are in-group account and their registration delails are uploaded as per the
requlations, shall submit the proxy form as per the above requirement.

i) Twa persons whose names, addresses, and CNIC numbers shall be mentioned on the form
shall witness the proxy,

Network Microfinance Bank Limited
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v)

Attested copies of CNIC or the passpor of the beneficial owners and proxy shall ba furnished
with the Proxy Fom,
The proxy shall produce his‘her original CNIC or original Passport al the time of the mealing,

in tha case of Corporate Entity. the Board of Diractors' resolution' pawer of attomey with
spacimen signature of the nominee shall be produced (unless it has been provided earlier)
along with proxy form to the Bank.

2. Members ara requested o immediately notify the changa of their address, if any.

3. The Share Transfer Book of the company will remain closed from March 222012 to March 28,
2012 {both days inclusive).The share transfer office is situated at Dagia House, 241-C, Block-
2, PE.C.H.S., Off. Shahrah-e-Quaideen, Karachi. (Phone No. 439-1316 & 438-1317).
Transfer received at the registered office at the close of business on March2/, 2012 will be
treated intime.

For Network Microfinance Bank Lid.
fi | LA
LG4

Rafat Abbas
Company Secrelary



Directors' Report

It is my pleasure to present, on behalf of the Board of Directors the Audited Financial Statamants of tha
bank for the year ended December 31. 2011. The year under review was the seventh operational year of
the bank.

Change in the Compesition of the Board of Directors and Change of Management

During the year, a Group of Investors (GOI) showad interest in the acquisition of the Bank and as per the Listed
Companies (Substantial Acquisition of Voting Shares and Takeovers) Regulations, 2008 published a Public
Announcement of Intention to Acquire 82% shares or control of Network Microfinance Bank on June 22, 2011,
Subsequently on Septamber 12, 2011 majority shareholders of the Bank, Jahangir Siddiqui Company Limited
(JSCL) and KASBE Bank (KASBE) signed a Share Purchase Agreement with the GOI for sale of their entire
holding of 70.82% and 11.20% respectively to the GOI. As per the requirements of Regulation 8 of the Listed
Companies (Substantial Acquisition of \foting Shares and Takeovers) Regulations 2008 the GOl made a Public
Offer of 9% capital of the Bank for acquiring shares from the remaining shareholders on Oclober 24, 2011,

Subsequent to the year end, on January 24, 2012 the transaction was completed and 27,302,124 shares
{which included shares purchased via the public offer and the Share Purchase Agreement with JSCL and
KASB) representing 91% of the issued share capital of the Bank was transferred to the GOI. Consequently, the
Board of the Bank has been reconstituted effective on January 24, 2012 and the management of the Bank has
been transferred to the GOI.

Operational and Financial Review

The Bank posted a loss before taxes of PKR 14 million during the year 2011 as compared to a loss of PKR 18
million last year. Losses in this year ware mainly due to the provision expense against non performing loans of
PKR 10 million {December 31, 2010: PKR 189 million). During the year an amount of PKR 20 million was written
off (Decamber 31, 2010: PKR 11 million). The loss per share for the year ended December 31, 2011 was PKR
0.48 (December 31, 2010: PKR 0.62 per share),

During the year the gross advances portfolio reducad from PKR 61.6 million in December 31, 2010 to PKR 4.9
million in Dacember 31, 2011 and non performing loans decreased from PKR 32.2 million in December 31,
2010 to PKR 3.7 million in December 31, 2011. The decrease in non performing loans was mainly due to the
transfer of PKR 20 million from non performing loans to written off loans.

Total recoveries from loans during the year were PKR 44.4 million [Recoveries of principle: PKR 36.2,
Recoveries of markup: PKR 8.2 million) while racovery from written off loans were PKR 2.4 million. The bank’s
liquidity profile also ramains strong at PKR 207 million in liquid assets which is approximately 94% of our total
assets.

Future Outlook

The Bank plans to enhance its capital to PKR1.2 billion and acquire a National Level License from the Stale
Bank of Pakistan by December 31, 2012 which would enable the Bank to axpand its operations throughout the
country. Thereafter the Bank plans to introduce microfinance loan products in the country and build the Bank's
image as a commercially viable Microfinance Bank.

Network Microfinance Bank Limited 0? _
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As a first step to acquiring the National Level License from the State Bank of Pakistan, on February 14,2012the
Bank held its Extra Ordinary General Meeting wherein it was decided to enhance the authorized capital of the
Bank from the present level of PKRS00 million to PKR 1,500 million and in the same meeting it was also decided
to change the name of the Bank to APNA Microfinance Bank Limited.

Paid-up Capital

As per the State Bank of Pakistan, Banking Surveillance Department circular number 07 dated November 26,
2010 microfinance banks operating in a specified district are required to enhance their paid up capital free of
losses to PKR300 million by December 31, 2013 and as per the transitional arrangement are required to have
paid up capital free of losses of PKR200 million by December 31, 2011 and PKR 250 millien by December 31,
2012.

The Bank's paid up capital free of losses is PKR 206 million as at December 31. 2011 which adequately meets
the transitional arrangement minimum capital requirement for microfinance banks operating in a specified
district as of December 31, 2011.

Credit Rating

The Pakistan Credit Rating Agency (Pvt) Ltd. has assigned the long term credit rating for the Bank of "BBB" -
Triple B and short term rating of "A3" - AThree in April 2011, The ratings denote low expectation of credit risk and
an adaquate capacity for imely payment of financial commitments.

Corporate Governance
As required under the Code of Corparate Govemance, the Board of Directors states thal:

The Financial statements prepared by the management of the Bank present fairly the state of affairs of the
bank, the results of its operations, cash flow statement and staterent of changes in equity.

Proper books of accounts of the Bank have been maintained

Accounting policies as stated in the notes to the accounts have been consistently applied in preparation of

the financial statements and accounting estimates are based on reasonable and prudent judgment.
Interational Accounting Standards, as applied in Pakistan have been followed in preparation of the finance
statements.

The system of intemal control is sound in design and has been effectively implemented and monitored.
Thera is no doubt about the ability of the Bank to continue as a going concern

No paymenthas remained outstanding on account of any taxes, duties, levies and charges

Employee Benefits Scheme

The bank operates a funded provident scheme covering all its permanent employees. The un-audited balance
ofthe fund as at December 31, 2011 was PKR 3,021,423/-,

Transfer Pricing

All transactions with the related parties undertaken during the financial year were at arm's length price using
comparable uncontrolied price method, as admissible in the best interest of the Bank.

Network Microfinance Bank Limited
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Auditors

The present auditors M/s Ford Rhodes Sidat Haider & Co., Chartered Accountants retire after completing their
fifth annual audit of the Bank. M/s Riaz Ahmed and Co., Chartered Accountants being eligible to conduct audit
of the Bank have provided their consent for appointment as Auditors of the Bank. The Board recommends thair
appointment for the year ending December 31, 2012.

Pattern of Shareholding
The pattern of shareholding is annexed to the annual report.
Acknowledgement

We would like to take this opportunity to thank our valued clients, shareholders and other stakeholders for their
I patronage and confidence and our management and employees for their dedication and hard work.

We would also like lo express our gratitude to the State Bank of Pakistan, the Securities and Exchange
Commission of Pakistan and the Karachi Stock Exchange for their continued guidance and support.

Karachi: March 03, 2012 On behalf of the Board

2

Ejaz Ahmad Khan
President and CEOQ
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Network Microfinance Bank

Statement Showing Attendance of Board Meetings
From January 1, 2011 To December 31, 2011

Seven (7) Board meetings were held during the year 2011 and attended as follows

Name of Directors Meetings Meetings
Due Attended

Mr. Khair Mohamed Junejo 7 1

Mr. Nazar Mohammad Shaikh 7 5

Mr. Kamal Afsar T B8

Mr. S. M. Rahmanullah 7 5

Ms. Farah Qureshi 7 5

Mr. Mohammad Sicidiq Khokhar T T

Mr. Zainul Abidin Memaon 4 4

10
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Key Financial and Operational Data
at a Glance

Rupees
Financial Data
Tate Assats 219,40E, Te4
Advances ard micra leasas - 98 of provision 2816177
Bomawings
Dapasits 11,428 169
Shara Capral JIC,000 000
Apcumiiated Loss (94,244 E60)
Operating Data
Mark-up meturn droarast eared 13342387
Merk-Jpeturvintamst exparged 997,238
Pre-opering and pralmingry expanses -
Acminisiraine exprrses 38,838,537
Prafit’ |Lass! bafore taxtian {11,985 312}
Praft' iLoss; Afte- taxalicn (14,318,736}
EFS (.48}

251 868 520

46 400 581

20 024,551
200,000,000

176,508 124

43,87, 507
3565414
504967599
(17 D68, 250)
(18,463,448)

0.52)
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A51,470.585

B7 BE2 252

110805847
200000093

61,442 608

43 355 437
4,408,758
45137615
510218
280,055

(el

198, 118318

BZE9194

101,255,112
150,000,000

61,650,237

23, 8z2. 841

4,465 &3

38280291
15.970,648)
(15,904 423)

(1.06}

Rupees

212, 334.662
1,862
8.3856 730
B3.338.321
100,000,000

45TI5TM

16,861,437
1,320,048

35,081,170
(20,180.714)
{20,278.021)

(203

RAupses

14,203.238
48,006 642
26,7075

3,726 8%

100 000,000

26440778

17,115,840

1707413

24.976,7%
[7.184.579)
{7,306,235)
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Statement of Compliance with the
Code of Corporate Governance

This statement is being presented to comply with the Provision of Code of Corporate Governance
issued by the Securities and Exchange Commission of Pakistan (SECP) for the purpose of establishing
framework of good governance with best practice for tha listed Companies. The said Code has also
been adoptad by the State Bank of Pakistan, Stock Exchanges and the Board of Directors of Network
Microfinance Bank Limited (NMBL) and applied the principles contained in the Code of Corporate
Govemance and Prudential Regulations for Microfinance Bank.

The Bank has applied the principles contained in the code in the following manner.

1. The Bank encourages representation of independent non-executive directors and directors
representing minority interest on its Board of Directors. The board of the Bank has been
reconstituted on January 24, 2011 and includes six non-executive diractors and one executive
director, In his capacity as President/ Chief Executive,

2 The directors have confirmed thal none of them is serving as a director in more than ten listed
companies, including the bank.

3. All the resident directors of the Bank are registered as taxpayers and to the best of our knowledge
none of them has defaulted in payment of any loan to a banking company, a DFl or an NBFC or,
being a member of a stock exchange, has been declared as a defaulter by that stock exchange.

4. The Bank has prepared a 'Statement of Ethics and Business Praclices’, which has bean signed by
all the directors and employees of the Bank.

5. The Board has developed a vision/mission statement, overall corporate strategy and significant
policies of the Bank. A complete record of particular of significant policies along with the dates on
which they were approved or amended has been maintained.

6. All the powers of the Board have been duly exercised and decision on material transaction, have
been taken by the Board. Appointment and determination of remuneration and terms and conditions
of employment of the President/ Chief Executive was approved by the Board.

7. The meetings of the Board were presided over by the Chairman and the Board met at least once in
every quarter. Written notices of the Board meetings, along with agenda and working papers, were
circulated at least seven days before the meetings. The minutes were appropriately recorded and
cireulated.

8. The Directors have been provided with the copies of the Listing Regulations, Code of Corporate
Governance, Prudential Regulations, Company's Memorandum and Articles of Association and all
other relevant rules and regulations and hence are conversant with the relevant laws applicable to
the Company, its policies and procedures and provisions of memorandum and articles of
association and are aware of their duties and responsibilities,

9. Arrangements are being made to carry outan orientation course for directors to apprise them of their
duties and responsibilities. However, directors being senior executives and expernenced
businessman and bankers are aware of their responsibilities as directors,

10. The Board has approved appointment of Chief Financial Officer, Company Secretary and Head of
Internal Audit, including their remuneration and terms and conditions of employment, as determined
bythe CEO.

NMetwork Mic Bank Limited
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11. The Directors’ Report for this year has been prepared in compliance with the requirements of the
Code and fully describes the salient matters required to be disclosed.

12. The financial statamants of tha Bank were duly endorsed by the President! Chief Executive Officer
and Chief Financial Officer before approval of the Board.

13. The Directors, President/ Chief Executive Officer and Executives do not hold any interest in the
shares of the Bank other that disclosed in the pattern of shareholding.

14. The Bank has complied with all the corporate and financial reporting requirements of the Code,

16. The Board has formed an Audit Committee. It comprises of three members, who are non-executive
director including the Chairman of the Committee.

16. The meetings of the audit committee were held at least once in every quarter prior to approval of
interim and final results of the Bank and as required by the Code. The terms of reference of the
committee have been formed and advised to the committee for compliance.

17. The Board has set-up an effective audit function with employees who are considered suitably
qualified and experienced for the purpose and are conversant with the policies and procedures of
the Bank and they are involved in the intemal audit function on a full time basis.

18. The statutory auditors of the Bank have confirmed that they have been given a satisfactory rating
under the Quality Control Review Program of the institute of Charterad Accountants of Pakistan,
that they or any of the partners of the finm, their spouses and minar children do not hold shares of the
Bank and that the firm and all its pariners are in compliance with International Federation of
Accountants (IFAC) guidelines on code of ethics as adopled by Institute of Chartered Accountants
of Pakistan.

19. The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the listing regulations and the auditors have confirmed that they
have observed IFAC guldelines in this regard.

20. The related party transactions have been placed before the Audit Committee and approved by the
Board of Directors along with the pricing methodology for the transactions camied out on terms and
conditions equivalent to those that prevail in the arms length transactions.

21. We confirm that all other material principles contained in the Code have been complied.

On behalf of the Board of Directors

V,V‘

Ejaz Ahmad Khan
President/ Chief Executive Officer
Karachi: March 3, 2012

Network Microfinance Bank Limited
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Review Report to the Members on Statement
of Compliance with the Best Practices of the
Code of Corporate Governance

We have raviewed the Statement of Compliance with the best practices contained in the Coda of Corporate
Gavarnance prepared by the Board of Directars of Network Microfinance Bank Limited (the Bank) to comaly
with the listing regulations Ne. 35 ofthe Karachi Stock Exchange {Guarantse) Limited, where the Bank is listed.

The responsibility for the compliance with the Code of Comporate Govemance is that of the Board of Directors af
the Bank. Dur responsibility is to review, to the extent where such compliance can be objectively verified,
whether the Statement of Compliance reflects the status of the Bank's compliance with the provisions of the
Code of Corporate Gavernance and report if it does not. A review is limited primarily to inquiries of the Bank's
parsonnel and review of various documents prapared by the Bank to comply with the Cade.

As part of our audit of financial stalements we are required to ablain an understanding of tha accounting and
internal control systems sufficient to plan the audit and develop an effective audit approach. We have notcarried
out any special review of the internal control system o enable us to express an opinion as to whether the Board's
statament on intetnal control covers all cantrals and the effectivenass of such internal controls.

Further. Sub-Regulation (xiii a) of Lisling Regulation 35 notfied by The Karachi Stock Exchange {Guarantes)
Limited vide circular KSE/N-269 dated 19 January 2009 requires the Bank to place before the board of directors.
for their consideration and approval related party fransactions distinguishing between transactions carried out
on terms equivalent to those that prevail in arm’s length transactions and transactions which are not executed at
arm'’s length price recording proper justification for using such altemate pricing mechanism. Further, all such
{ransactions are also required to be separately placed before the audit commitiee. Wa are only required and
hawve ensured compliance of requirements to the axient of appraval of related party transactions by the board of
directors and placement of such transactions before the audit committes. We have not carmed out any
procedures 1o determine whether the related party transactions were undertaken at arm's length price or not.

Based on our review, nothing has come to our attention, which causes us 10 believe that the Statement of
Compliance does nat appropriately reflect the Bank's compliance. in all materal respects, with tha best

practices containad in the Code of Corporate Governance as applicable to the Bank for the year ended 31
December 2011.

Ernst & Young Ford Rhodes Sidat Hyder
Chartered Accountants

Date: March 03,2012
Karachl

Network Microfinance Bank Limited
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Microfinance Bank

Auditors' Report To The Members

We have audited the annexed balance sheet of NETWORK MICROFINANCE BANK LIMITED (the
Bank) as at 31 December 2011, and the related profit and loss account, statement of compreahensive
incomne, cash flow statement and statement of changes in equity together with the notes forming part
thereof (hare in after referred to as the ‘financial statemenits’), for the year then ended. We state that
we have obtained all the information and explanations which, to the best of our knowledge and belief
were necassary for the purposes of our audit.

Itis the responsibility of the Bank's managementto establish and maintain a system of intemnal control,
and prepare and present the financial statemaents in conformity with the approved accounting
standards, the requirements of the Companies Ordinance, 1984 (XLVII of 1984), Microfinance
Institutions Ordinance, 2001 and the Prudential Regulations for Microfinance Banks. Our
responsibility is fo express an opinion on these statements based on our audit.

We conducted our audit in accordance with the International Standards on Auditing as applicable in
Pakistan. These standards raquire 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 & test basis, evidence supporting the amounts and disclosures in the financial
staterments. An audit also includes assessing the accounting policies and significant estimates made
by management, as well as, evaluating the overall presentation of the financial 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 (XLVIl of 1984);

b) in our opinion:

i) the balance sheet and profit and loss account fogether with the notes thereon have
been drawn up in conformity with the Companies Ordinance, 1984 (XLVIl of 1984}, the
Microfinance Institution Ordinance. 2001 and the Prudental Regulations for
Microfinance Banks and are in agreement with the books of account and are further in
accordance with the accounting policies consistently applied except5.1;

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

i) the business conducted, investments made and the expenditure incumred during the
year wera 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 the approved accounting standards as applicable in Pakistan, and give the

16-
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information required by the Companies Ordinance, 1984 (XLVII of 1984), Microfinance
Institutions Ordinance. 2001 and the Prudential Regulations for Microfinance Banks 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 2010, and its loss, its comprehensive loss, its cash flows and changes in
equity for the year then ended; and

d)  inour opinion, no zakat was deductible al source under the Zakat and Ushr Ordinance, 1880,
(XVIIl of 1980),

Ernst & Young Ford Rhodes Sidat Hyder
Chartered Accountants

Audit Engagement Partner: Omer Chughtai
Date: March 03, 2012

Karachi

Network Microfinance Bank Limited 1? _
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AS AT DECEMBER 31, 2011
Note 2011 2010
Rupees Rupeas
ASSETS
Cash and balances with SBP 8 1,861,782 2.771,31
Balarces with other banks/MFBs a 3,296,157 10,020,614
Lending 1o financial instiutions = -
Irvestments 10 201 678,143 175,785,
Advances-net of provigions 11 2,916,117 49,400,681 ,
Operating fixed assets 12 7,916,554 10,263,892
Other assets 13 1,738,011 3,616,
Deferred tax asseis - -
Tolal assets 219,406,764 251,858,520
LIABILITIES
Deposits and othar accounts 14 11,428,1 29,026,551
Borrowings - -
Subordinated debl . i
Other liablites 15 2,173, 2,708,102
Deferred tax liabllities - . -
Total liabilities 13,601,633 31,734,653
MET ASSETS 205,806,131 220,123,867
REPRESENTED BY:
Share capital 18 300,000,000 300,000,000
Statutory and general reserves 50,011 50,011
Accumulated losses (ﬂml (79.826.144)

205,805,131 220,123,867

Surplus { {deficit) on revaluation of assets = =
Deferred grants . Rl
205 131 123,867

MEMORANDUM / OFF-BALANCE SHEET ITEMS 17

The annexed notes 1 1o 31 form an integral part of these accounts,

e AP wcet, 950x

Muhammad Akram Shahid Shahida Ellquis Shoaib Ahmad Butt
F'fuida‘nt &CEO Director Director
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED DECEMBER 31, 2011
Note 2011 2010
Rupees RAupess
Mark-up'returndinterest earmed 18 33,242,367 48 870,597
Mark-ug'returnfintsrest expensed e (967,339) 563,414
Net mark-up/interest income 32,375,028 45,307,183
Provision against non performing loans and advances 113 {10,079,748) {19,245,461)
Provision lar diminution in the value of invesiment = :
Ascovary against bad deots written off - nel 2 ,11a| 2,060,259
(7,721,638) (17,185,202}
Net mark-up/ intereat income after provisions 24,653,390 28,121,981
Non-mark-up/non Interest income )
Foe, commisalon and brokerage income - 740,535
Dinidand incarme - -
Unrealized gain on revaluation of investments - held
lor trading security - 1.296
Other income 18 61,220 3684097
Total non-markup/non interest Income 61,229 4,406, 528
Mon mark-up/non interest expenses 4!
Administrafive expansas 20 (38,699.931) (50,496,759)
Other provisions/write affs - i
Othes charges i s
Totel non-markup/non interest expenses (38,699,931) (50,486,759)
(13,885,312} (17,988,250)
Extraordinany/unusual itlems - £
Loas before taxation (13,985,312) (17,968,250)
Taxation - currenl 21 {333,424) 495 108)
- prior years = =
- daterrad - P RN LS R ]
{333,424) (485, 188)
Loss after taxation (14,318,736) (18,463 448)
Accumulated losses brought forward (79,926,144) (61,462 696)
{94,244,880) (79,828, 144)
Appropriations
Transfer to L -
Statutory reserve = .
Capital reserve T F
Contribution to MSDF / DPF / RMF - *
Revenue resernea -
Proposed cash dividend Rs. Nil per share {2010:
As. Nil par share) - -
Others | oo g :
Accumulated losses carried forward ____(94,244,880) (79.826,144)
Basic and diluted (loss) per share - Rupees 23 {D.48) (0.62)

The annexed nales fram 1 to 31 form an integral part of these financial slalemeants.
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2011

2011 2010
—-— Rupees -——
Loss for the year (14,318,736) [18,463,448)
Other comprehensive income
Total comprehensive loss for the year " (14,318,736) _(18.463.448)

Surplug / (deficit) on revaluation of available for sale investments is presented uncier a separate
accounl below equity in accordance with the lormat of financial stalements as prescribed under BSD
Circular No. 11 dated 30 December 20083 issued by the State Bank of Pakistan (SBP).

The annexed noles from 1 to 31 form an Integral part of these financial statemants.
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Ejaz Ahmar Muhammad Akram Shahid Shahida Bilquis Shoaib Ahmad Butt
President & CEOQ Director Director Director
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CASH FLOW STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2011
Note 2011 2010
Auposs Aupess
Cash flow from operating activities
Loes befors taxation (13.985.312) {17,068,250)
Adjustment far non cash flems s lesscsne
Depreciaton 2,121,232 3773323
Amortisation 235,548 1,201,752
Provision agalnst non-perforring acvances 10,079,748 18,245,461
Unrealized gain on revalustion of investments - (1,286}
Gain on sale of lixed assets 303, 78!
12418196  21,005475
(1,567,1186) 3,037,225
Decreass In cperating Rssets
Advarces 36,404,816 19,246,111
Other assets 1,573,648 4879974/
33,078,464 24,128,085
(Dacrease) / Increase in operating llanlles
Dispoaits and other acoounts (17,698,383) |  (B1,B79,206)
Other lisbillies (exciuding current texaton) (534,637) | 780,668
(18,133,020) [51,088,626)
18,378,328 (53,025,318)
Income tax paid (128,450) 735
Net cash inflow lrom/ {used in) operating activities 18,240,878 (54,135,063}
Cash flow irom investing activities
MNet investments in held-te-malurily securfiies 72,805 87|
Surchase of opesaling Ixed assets (17,11 12.253,261)
Sale from dispesal of operating fixed assets 4 8.217.2
Nel cash used in investing activities 76,569 BET
Decrease in cash and cash equivalents 145,207 855 22,434 614
Cash and cash equivalenis a1 the beginning of the year 12,791,901 118,629,843
Cash and cash equivalenis at the end of the year 24 157,899,786 141,384 457

The annexed notes from 1 ta 31 form an integral parl of thesa financial stalements,

e A ot 930%
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2011

Share Statutory Accumulated Total
capital Reserve Losses

Rupees

Balance as al January 01, 2010 300,000,000 50,011  (6°462,696) 238,587,315
Net loss for the year ’ - I = F (18,463,448)| [ (18,463,448)
Oiher comprehensive income - -

Tetal comprehensive loss for the year . . (1B.463.448) (18,463,448
Balance as at December 31, 2010 300,000,000 50,011  (79,926,144) 220,123,867
Net loss for the year {14, 318, 735;-‘ {14,318.736)
Other comprehensive income L_ 1
Total comprehensive loss for the year (14,318,736)  (14,316.736)

Balance as at Docember 31, 2011 300,000,000 __ 50,011 _ (94,244,880) __ 205,805,131

The annexed notes from 1 to 31 form an integral par of these financial statements.

e A ot 950x

Muhnm;ad A.krnm Shahid Shahida Bllquis Shoaib Ahmad Butt
F'rnsu:lnnl & CEO Director Diractor
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1.2

13

1.4

5.1

Network Microfinance Bank Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

STATUS AND NATURE OF BUSINESS

MNetwork Microfinance Bank Limited {the Bank) wes Incorporated on May 08, 2003 as a public
limited company under the Companies Ordinance, 1984 and was granted a certificate of
commencement ol business on December 28, 2004 and ils operations started from January 01,
2005, Its shares are listed on the Karachi Stock Exchange. The Benk's principal business is 1o
provide microfinance senvices to the poor and underserved segrment of the society as envisaged
under the Microfinance Institutions Ordinance. 2001.

During the year, a public announcement with respect of Ils intention o acquire 82% of shares of
NMBL was announced by a Group of Investors (GOI). Subsequently on September 12, 2011
majority shareholders of the Bank, Jahangir Siddiqui Company Limited (JSCL) and KASB Bank
(KASB) signed a Share Purchase Agreement with the GO for sale of their entire holging of
70.82% and 11.20% respectively 1o the GOL As per the requirements of Reguiation 8 of the Listed
Companies (Substartial Acquisition of Voling Shares and Takeovers) Regulations 2008 the GOI
made a Public Offer of 9% capital of the Bank acquiring from the remaining sharehoiders on
October 24, 2011. Subseguent to the year end, on January 24, 2012 the lUransaction was
completed and 27,302,124 shares (which incluced shares purchased via the public offer and the
Share Purchase Agreemant with JSCL and KASB) reprasenting 91% of the issued shara capital of
the Bank was transferred to the GOI, Consequenily, the Board of the Bank has been reconstituted
effective on January 24, 2011 and the management of the Bank has been transferred to the GOL.

Subsaguent to the year end, on February 14, 2012, EOGM was held in which authorized capital
was increased 10 As. 1.5 billlon.

The Bank operates five branches (2010: five branches) and is licensed to operate on a district
level, The Bank's registerad office is situsted al 202, Azayam Plaza, SM.C.H.S., Shahrah-a-
Faisal, Karachi.

BASIS OF PRESENTATION

These financlal slatements have bean presented in accordance with BSD circular No.11 dated
December 30, 2003 issued by the State Bank ¢! Pakistan (SBP).

STATEMENT OF COMPLIANCE

These financial siatements have been prepared In accordance with the approved accounting
standards as applicable in Pakistan. The approved accounting standards comprise of the
International Financial Reporling Standards (IFRSs) issued by the Intemational Accounting
Standards Board {(IASB) as are notified under the Companies Ordinance, 1884, the

of the Companles Ordinance, 1984, the Microfinance Institution Ordinance, 2001, the Prudential
Regulations ‘or Microfinance Banks / Institutons and the direclives issued by the Securiies and
Exchange Commission of Pakistan (SECP) and the State Bank of Pakistan (SBP). Wharever the
raquirements of the Companies Ordinance, 1884, the Microfinance Insfitution Ordinance, 2001,
the Prudential Regulations for Microfinance Banks ! Institutions or the directives issued by the
SECP and the SBP differ with the requirements of the IFRSs. the requirements of the Companies
Ordinance, 1984, the Microfinance Institution Ordinance, 2001, the Prudential Regulations for
Microfinance Banks / Institutions or the requiremaents of the said directives lake precedence.

BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost convention except for
cerain investments which are measured as per accounting poficy 5.3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

-



The Banx has adopted tha follawing new and amended IFRS and related interpretations and
improvements which became effective during the year:

|AS 24 - Related Party Disclosures (Revised)

IAS 22 - Financial Instrumants: Presentaton — Classification of Rights Issues [Amendment)
IFAIC 14 - Prepaymants of a Minimum Funding Requirement {Amendment)
IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments

In May 2010, the IASS issued amendments 10 varous standards orimarily witth & view to removing
|nconsistencies and darifying wording. These improvements are listed below:
IFRS 3 - Business Combinations
- Transition requirements for contingent consideration from a business combination that
occurred before the effective dale of the revised IFRS
- Measuramanl of non-conirolling interaats
- Un-reptaced and voluntarily replaced share-based payment awards

IAS1 - Presentation of Financial Statements
- Clarification of Statements of changes in equity

I1AS 27 - Consolidated and Separale Financial Statements
- Transition requirements for amandments made as a result of revision in IAS 27

‘Consolidated and Separate Financial Statemants”

1AS 34 - Interim Financlal Reporting
- Significan! events and transactions

IFRIC 13 - Customer Loyalty Programmes
- Fair value of award cradits

The adaptation of the above standards, amendments, improvemenis and inferpretations did nol
have ary material effect on these financial statements.

5.2 Cash and cash equivalents

Cash and cash equivelents comprises of cash in hand, balances with SBP, NBP and balancas
held with other banks in current and investmen! In treasury bills having maturity of less than three

months.

5.3 Investments

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

Investmants {other than held-forrading) are initialhy measurad at fair value plus transaction costs
assocated with the invesiments, Held-for-trading investments are inftially mersured at falr valus
and transaction costs are expensed out in the profit and loss account.

Purchase ard sale of invesiments thal require delivery within tha tme frame established by
regulation or markel convention are recognised at the trade date, which is the date the Bank
commits 1o purchase or sell the investment.

Held-for-trading

These reprasent securities, which are either acquired for the purpose ol generating profil from
ehort-term flucluations in prices or dealers margin o are securiies included in the portfolio in
which & paftern of shart-term profit making exists, After initial measurement, such investments are
carried al falr value and the surpius / (deficil) ansing as a result of revaluation is taken to profit and

loss account.
Qe
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Network Microfinance Bank Limited

These are securities with fixed or determinable payments and fixed maturities which the Bank has
the intention and ability to hold il maturity. After initial measurement, such investments are carred
at amortised cost less impairment, if any.

Avallable-for-sale

These are invastments which do nat fall under the held-for-trading and held-le-maturity categories.
Aflter Initial measurement, such investments are measured at fair valus. The sumplus / (deficit)
arising on revaluation is shown in the balance sheet below equity which is taken io the profit and
Inas account when actually realised upon disposal.

Pramium of discount on securities classified as available-for-sale and hed-to-maturity is amortised
using efective intarast method and taken 1o the profit and lass account.

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

Advances including net investment in micro lease

Advances are stated net of spacific and general provisions which are determinad on the basis of the
Prudential Regulations. Advances are written off according to the Prudential Regulaticns or when
there is no realistic prospect of recovary.

Leases, where substantially all rigks and rewards incidental to ownership of an asset are transferred
to the lessee, are classified 88 micro lease. A receivable is recognised al an amount equal to the

sent value of the lease payments. The differance between the gross receivable and the present
value of the receivable is recognised as unearned finance income.

Operating fixed assets and depreciation

Tangible

These are stated at cosl less accumulated depreciation and impairment. if any. Depreciation is
charged against incoma applying the straight line method using the rates stated in note 12.1 lo the
financial slatements. Depraciation on additions is charged from the month In which the asset is
acquired and on disposals till the manth in which assels are sold.

Maintanance and repairs are charged against income as and when incurmed. Major renewais and
improvements are capitalized when i is probable that respective future economic benefits will flow
to the Bani.

An item of fixed asset is derecognised upon disposal or when na future economic benefits are
expected from ils use or disposal.

The assels residual values. uselul lives and mathods are reviewed and adjusted. if appropriate, al
each financial year end,

Gaine and losses on disposals. If any, are determined by comparing the sale proceeds with the
carrying amount of asset and are included In Income currentiy.

The catrying values of tangible fixed assats are reviewed at each reporting data for indication that
&n assel may be impaired and camying values may not be recovered. If any suoh indication exists
and where the carying value exceed the esiimated recoverable amount, the assets or cash
generating units ara written down to their recoverable amount and an impairment loss is
recognized in the profit and loss account. The necoverable amount of fixed asset is greater of fair
value less selling costs and value in use,

| R
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Intangible assets

Thesa are stated at cost less accumulated amortization and Impaliment, if any. Amortisation is
charged over the useful life of the asset on a systematic basis to income applying the stralght line
method ai the rate specified in nole 12 .2 1o the financial statementa.

Amortisation on additions Is charged fram the manth in which the assels are put 1o use while no
amortisation is charged in the monih in which the assets are deleted.

Software and olher development costs are only capifalised to the axtent that future economic
nenefits ans axpected to be derived by the Bank.

The carrying amounts are reviewed at each balance sheel date to assess whether thay are
recorded in excess of thelr recoverable amaunts, and where carrying values exceed estimatad
recoveranle amouni, assets are wiitlen down to their estimated recoverable amaount.

Capital work-in-progress

All expenditure connectad with specific assels Incurmed during installatan and constructon period
are carriod under this head. These are transferned to specific assets as and when these assets ara
available for use. These are carried at cost kess impaimment loss, if any.

5.6 Taxatlon
Current

Prowvisson for current 1axation is basad on the axpected taxable income for the year determined in
sccordance with the prevalling laws for taxation on income. The charge for tax also Includes
adjustmenis, where corsiderad necessary relating to prior years.

Deferred

Deferred tax is recognised using the balance sheet liability method, on all temporary differences
arising al Ihe balance sheet date between the tax bases of assels and liabilities and thesr carrying
amounts for financial reporting purposes.

Deferred tax liabllities are recognised for all taxable temporary offlerences, Deferred tax assets ara
recognised for all deductible temporary differances to the extent that it is probable that the future
taxable profits will be available against which the assets may be ufilisad. Daferred lax assels are
reduced to the axten: that it is no longer probable thal the related tax benefit will be realised.

The carrying amount of deferred tax asset is reviewad at each balance sheel date and reduced to
the extent thai it is no lenger probable that sufficient 1axable profits will be available to allow all of
part of the celerred tax asset to be recognised. Unrecognised delerred tax assets are reassessed
al each balance sheel dale and are recognised 1o the extent thal it has become probable that
future taxable profit will allow deferred tax asset to be recoverad.

Deferred tax assels and liabilities are measured at the tax rates that are expected to apply 1o the
periods when the asset is ulilised of the liability is settled, based on the fax rates (and tax laws)
that have been enacted or substantively enacted al the balance shest date.

6.7 Provisions

Provisions are recognized when the Bank has a legal or consiructive obligation as a result of past
avents and il is probable that an outflow of resources will be required 1o settie the obligation and &
reliable estimate of the amoun! can be made. Provisions are reviewed at each balance sheet date
and are adjusted to raflect the current best estimate,

Network Microfinance Bank Limited =1 ‘ -"._"-. 26 _
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| 5.8 Employee benefita
Defined contribution plan

The Bans cperates an approves funded contributory providert fund for all it permanaent
employees to whom equal montnly contributions are made both by the Bank and the smployees al
the rate of 10% per annum of basic salary. The contributions made by the Bank are recognized as
employes benefil expense when they are dus.

5.9 FRevenue racognition

! Markupiretum/interest on regular advances s recognised on acorual basis using eflective Interest
| rate method, Profit on classified advances is recognised on receipt basis.

Aeturn an investment is recognised on accrual basis using affective inlerest rate method.

Income an net invastment in micro lease is recognisad over the term of the lease so as to reflact a

| canstant periodic rate of relurn on the net investmen! outslanding in respect of the leasa. Income
on classified micro lease is recognised on receipt basis In compliance with the Prudental
Aagulations issued by SBF.

Fee, commission and brokerage incoma is recognised when earned.

Dividend Income from investments Is recognised when Bank's righ! lo receive the dividend is
established.

Gain or lces on sale of securities is accounted for in the period in which the sale ! selllement
QCCUrE.

All exchange differences are recognised in income.
Income on balances with other banks is recognised in profit and loss account as it is earned.
5.10 Financial instruments

Financial assets and linancial liabilties are recognized al the time when the Bank bacomes a party
to the contractual provisions of the instrument. Financlal assets are de-recognised when the
+ confractual right 1o futuse cash flows from the assel expire or is transferred along with the ris« and

reward of the asset. Financial liabiliies are de-recognised when obligation specified in the contact
is discharged, cancelled or expired. Any gain or loss on de-recognition of the linancial asset and
liabiliies are recognised in the profit and loss account of the current pariod.

5.11 Offsetting of financlal assets and financial liabilities

Financlal assets and financial liablities are only off-set and the nel amount is reported in the
financlal stataments when there s a legally enforceable right to sel-off the recognised amount and
the Bank intends sither lo setlle on & net basis, or to realize \ne assets and to settle the liabiltes
simutansously. Income and expense items of such assets and llabiiities are also off-sel and Ihe
net amount is reporied In the financial statements.

T —

5.12 Related party transactions

Prices for transacilons with related parties are cetermined using the comparable unconirolled price
| method excepl for thase transactions which In exceptional circumstances are specifically approved
by the Board,

5.13 Derivative financial instruments

Derivative financial instruments are intially recognised al falr value on the date on which the
gerivatva contract is emered into and are subsequently re-messured at fair value using
approptiate valuation lechniques. All derivative financial instruments are carried as assels when
fair value is posilive and liabiliies when fai value Is negative. Any change in the fair value of

derivative linancial Instruments is taker 1o the profit and loss account.
| MR
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5.14

5.16

5.16

Deposits

Deposits are initially recorded at the amount of proceeds received. Mark-up accrued on deposits is
recognised separately as part of other liabilities.

Foreign currencies

Functional and presentation currency

ltems included in the financial statements are measured using the currency of the primary
economic environment in which the Bank operates. The financial statements are presented in
Pakistani Rupees, which is the Bank's functional and presentation currency

Foreign currency transactions

Transactions in foreign currencies are translated into rupees at the foreign exchange rates
prevailing on the transaction date. Monetary assets and liabilities in foreign currencies are
expressed in rupee terms at the rates of exchange ruling on the balance sheet date. Forward
foreign exchange promise / options are valued at forward rates applicable to their respective
maturities.

Translation gains and losses
Translation gains and losses are included in the profit and loss account.

Segment reporting

A segment is a distinguishable component of the Bank that is engaged either in providing products
or services (business segment), or in providing product or services within a particular economic
environment (geographical segment), which is subject to risks and rewards that are different from
those of other segments.

5.16.1 Business segments

Investment in Government Securities - Includes investment in market treasury bills

Retail banking - Itincludes retail deposits and banking services.

Micro Finance Banking - Micro finance banking comprises advances
provided to customers on Micro Credit and
Micro Lease basis.

5.16.2 Geographical segment

The Bank has 5 branches as at December 31, 2011 (2010: 5 branches) and operates only in the
district of Karachi, Pakistan.

6. ACCOUNTING JUDGMENTS AND ESTIMATES

Network Microfinance Bank Limited 28 _

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. The estimates/judgments and
associated assumptions used in the preparation of the financial statements are based on historical
experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

The estimates/judgments and associated assumptions are reviewed on an ongoing basis. Revision
to the accounting estimates are recognized in the period in which the estimate is revised, if the
revision affects only that period, or in the period of revision and future periods if the revision affects
both current and future periods. The estimates, judgments and assumptions that have significant
effect on the financial statements are as follows:

Note
Classification and valuation of investments 5.3
Provision against non-performing advances 5.4
Residual values and useful lives of assets and methods of depreciation 5.5
Recognition of current and differed taxation 5.6



RN e

7. ACCOUNTING STANDARDS NOT YET EFFECTIVE

81
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The following revised standards and inferpretations with raspect 1o approved accounting standarnds
a3 applicable in Pakistan would be effective from the dates mentioned below against the
respective standards or interpretations:

Standard or interpretation Effective date
{accounting
periods
beginning on or
after)
IAS 1 Prasenlation of Financlal Statements- Presentation July 01, 2012

of llems of comprehensive income

IAS 12 Income Taxes{Amendmant] - Recovery of Underlying Assets  January 01, 2012
IAS 18 Employes Benefits — {Amendment) January 01, 2013

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

In addition 1o the above, following new standards have been issued by IASB which are yel lo be
notified by the SECP for the purpose of applicability in Pakistan:

IASB etfective date
{annual period beginning
on or after)
IFRS 9 Financial Instruments: Classifications and
Measuremant January 01, 2015
IFRS 10 Consolidaled Financial Stalements January 01, 2013
IFRS 11 Jaoint Arrangements January 01, 2013
IFRS 12 Disclosure ol Interests in Other Entities Jaruary 01, 2013
IFRS 13 Fair Value Measurament January 01, 2013
Note 201 2010
Rupees Rupees
CASH AND BALANCES WITH SBP AND NBP
Cash in hand — local currency 975,209 882,800
Balance with State Bank of Pakistan B.1 886,573 1,788,517
1,861,782 2,771,317

Represents balance malintained in a cument account with the State Bank of Pakistan to mee! the
requirements of malntaining a minimum balance equivalent not less than 5% of tha Bank's time and
damand liabilllies in accordance with Regulation 6 of the Prudential Regulation.

MNote 20m 2010
Rupees Aupess
BALANCES WITH OTHER BANKS/NBF|e/MFBs
In Pakistan
- on curreni account 4,484 4,484
- on deposi1 account 9.1 3291873 10,016,130
157 10‘020 614
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9.1 These carry mark-up rates ranging from 5 10 11 percent (2010: 5 1o 12 percent) per annum, Includes
deposits with relsted parties amounting to Rs. 2,288,591/ (2010: As. 5.614,905/-).

Note 2011 2010
Rupees Rupess
10. INVESTMENTS
Hedd for tr.
Dpen ended mutual fund
- Pakistan Incoma Enhancament Fund - 11,072
Nil units {(2010: 192,03 unis}

Hald-to-maturity
Federal Govemmant Securities

- Mar<el Treasury Bills 101 201,678,143 175,774 311

201678143 175785383

10.1 Tha affectiva yield of these Bills s from 11.65 ta 13.73 percent (2010: 12.75 1o 13.42 percent) per
annum and has a maturity ing fram January 2012 to July 2012, These bills have an aggregate
face value of As. 206.3 million (2010: 180 million)

11. ADVANCES - net of provisions

Mata s Mo 2011 2010
Number Rupees Number Aupees
of loans of loans
Mire credit 662 3,857,980 5717 ~ EB0.620,140
Micno leasa 141 5 1 i 17 TRE, 732
4,867,274 E1.616.872
Lass: Provisior held:
- Spaotic 2,021,701 11,465,000
- Ganaral - 2045 752 263
113 2,051,157 12.218.181
657 2,916,117 5734 49, 400.681
11.1 Net Investment In micro lease
2011 010
Not
Later than Later than
:: ong and  Over fiva Total ::.g ong aid  Owver five Total
prery leas than  yaars yout leas than  yoars
¢ five yomrs five years :
{Rup
Lzase rartalk: recevatic 120.728 - - 120,728 215.082 TES A58 + JE0.485
Resicual valle == g - - oRs0 - E B.45d
Rl lesss payirents 120,728 - 4 120,728 234392 TEEA2A - a80,333
Fingncal charpes for iure
Parnod . {11484y = - = [11,434) (42,805} _ {148,001} & 161
Freseat valie of mnimum
Ieasa paymants 108,294 . . tn._g 182 167 813& - wgﬂ

11.2 Particulars of nonperforming loan

Advances Include Rs 3,704,397/- (2010: Ra. 32.231,278/-) which have boen placed urder non:
peroming stalug as delailed below:
2011 2010
Amounl Provision  Provision Amount Provislon  Provision
Outstanding Raquired Held outstanding FRequired Held

OMEM 527.314 - . 7.971,758 - -

Sub-stancard 558,634 139,650 139,659 8535112 2134528 2,134,528
Doubtiul 1472815 736408 736408 12780074 6,390,057 6990007
Lose 1145834 1145634  1,745634 _ 2841333 2941333 2041333

3,704,367 2,021,701 2,021,701 32231278 11465608 11465898
13
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11.3 Particulars of provisions against non-performing advances

2011 SrperLerseee pas [ OF s
Noie  Specific General Tnhtln ‘Bpeerl'ln General Tolal
Opening balarce 11,465,808 752200 1221819 2843.235 1,334 481 4,181 GBS
Charge (reversal)
for the year 10,802,686 (722.837) 10079748 10801638 (544.1748] 19245 460
Amount written ol 115 - {11 - {11.208.855)
2,021,701 29,456 2,051,157 1 -,ms,wn TE2.293 12.218.10
2011 2010
Note Rupees Rupees
11.5 Particulars of write offs:
Apgainst provisions 20,246,782 11,208,955
12. OPERATING FIXED ASSETS
Property and equipments 121 7,916,554 10,028,244
Irtangitie assols 12.2 - 235,548
7,916,554 10.263.892
12.1 Property and equipments
mn
Ll
R PIIEGIA T N ean
A Lo L A s il Chiirge bor Aw i wniliom wh
—_——1 nan % ;1":.'1'{ el s e e
(Fuspanai Fugeini
L Ok T T Er e - PRI B LR N AL L A0 14T
il e ard il EE AL g BANMINT D 199,787 s LaTE 1538040
Ewciriity @l office aquigeeen 2 e L Mo 20 apreae ELLA ] 244,00 10,003
AreNe - arnass ®N arsan AI2 154 RE R} 166,308
"Nt dehices O, 118 4 _I0E s T e T 410760 LLEA 28, 38 RGN0
RRL ]
T ahemaaal 17,00 GAAsans TTAMGAT 981308 (REELAEe TRkl
SR T —L e——
T
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12.1.1 Property and equipmenis include assets costing As. 10,511,645 (2010: 9,140,726) which are fully
depreciatad and still in use.
12.2 Intangible assets
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12.2.1 |ntangibles include assets costing Rs. 5.167.025 (2010: Nil} which are fully deprac:ated and still in

usa.

2011 2010
Rupees Rupees
13. OTHER ASSETS
Incomedmark-ug acerued 28,482 1,134,024
Advances. deposils, advance rent and othar
Prepaymenis 460,759 429,163
Tax deducted at source {net of provision] 798,286 1,003,261
Security deposils 450,484 484, 284
Recaivable agains! sale of fixed asset - 550,000
Othars - 15,811
ﬁlaﬂﬂ 3,616,633
14. DEPOSITS AND OTHER ACCOUNTS
_ 2011 2010 ¥
Number Rupees Mumber Rupees
Fixad deposits - - 2 1,400,000
Saving deposils 1,765 8,046,479 1,761 14,361,858
Current deposits 13,467 3,381,880 13,459 13,264,633
15231 ‘H&QWB 15,222 29.026.551
14.1 Particulars of deposita by ownership
2011 2010
Numbar Rupoes Number Rupees
Individual deposilons 15,162 4,179,489 15,162 13,128.475
Institutional deposilors
- Corporation ¢ firm B6 1,404,175 52 5,691,032
- Banks and financial institutions 4 5,844 485 B 10 144
15232 11 Id&lﬁﬂ 15,222 29,026,551
14,2 Includes deposits from ralated parlies amounting to Rs. 5,840, 384/- (2010: Rs. 10,161,003,
MNote 2011 2010
Rupees Rupees
15. OTHER LIABILITIES
Mark-up / return / interest payable 15.1 108,404 181,565
Bills payable 746,631 801,561
Agcrued expenses 1,282,759 1,535,100
Payable 1o depasitors’ protection fund 15.2 12,503 12,503
Security deposits againsi micro lease - 9,456
Salary payable 23,167 84,263
Provident fund payable - 77,572
EOBI contribution - 5,880
Others - —
2Ii 5454 2,708,102
15.1 Includes Rs. 50,686/ (2010: Rs. 3,011/-) payable to ralated parlles,

16.2

As per Prudantial Begulations for Microfinance Banks, the Bank is required to establish and maintain

Depasitors’ Prolection Fund for the purpose of mitigating risk of its depasitors to which shall ba

craditad not less than 5 percent of the annual orofit afer faxes.

Network Microfinance Bank Limited
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16. SHARE CAPITAL
16.1 Authorized capital

2m 2010 2011 2010
No. of shares Rupees Rupees

50,000,000 50,000,000 Ordinary shares of Rs. 10v- each 500,000,000 500,000,000

16.2 Issued, subscribed and pald-up capital

2011 2010
No. of shares
30,000,000 30,000,000 Ordinary shares of As. 10 sach 300,000,000 300,000,000
Fully paid in cash
__30,000,000 _ 30,000,000 300,000,000 __ 300,000,000

17. MEMORANDUM / OFF- BALANCE SHEET ITEMS
There ara no contingent liabilities at the year end.
18. MARK-UP/RETURN/ANTEREST EARNED

Mark-up on loans and advances 7,289,804 27,816,004
Mark-up on invesiments in govemment securifies 25,514,064 12,883,142
Mark-Lp on deposit accounts 8,171,421

5 —_—
33,342,367 48,870,587

19. OTHER INCOME

Gain on disposal of fixed assets 18,332 3,569,508
Others 42,897 95,099
61,229 3,664,697

20. ADMINISTRATIVE EXPENSES

Salaries, allowances, atc. 23,753,920 27,905,364
Contribution to defined contribution plan 474,438 740,906
Renl. taxes, insurance, eleciricity. etc. 4,435,568 5,024,423
IT related expenses 2,038,656 2,141,167
Cradit rating fees 275,000 275,000
Legal and professional charges 464,160 206,968
Security charges 1,218,352 1,411,150
Travalling 73,642 443,810
Fees and subscription 187,863 297 501
Communication 1,075,610 1,694,863
Fueling expanse 479,581 546,001
Repair and maintenance 478,204 1,382,115
Statlonery and printing 274,394 1,260,304
Advartiseman! and publicity 81,808 87,220
Auditors’ remuneration 221 494 555 584,313
Depreciation 121 2,121,232 3,773323
Amortization 122 235,548 1,201,752
Entertainmant 444,904 795,660
Cradit verification expanses 9,499 248,997
Others 77,99 291.832

38,699,931 50,496,758
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Note 2011 2010
Aupees Rupees
20.1 Auditors’ remuneration
Audit fea 300,000 275,000
Half yearly review and other certifications 110,000 180,000
Out-of-pocket expenses 86,555 129,313
499,555 584,313

21. Taxation

21.1 The incoms of the Bank is exempl from lax under clause 65 (XVIII) of Parl | of the Second Schedule
of the Income Tax Ordinance, 2001 (the Ordinance), for & period of five years starting from first day
of July 2007, subject to the condition that the Bank shall not distribute its profit to its shareholders
and that profits are utilized for microfinance cperations only, However, section 113 *minimum tax on
income of certain parsons”® of the Ordinance has been reirtroduced for the tax year 2011, therafora
provision for minimum taxation amounting to Rs. 333,424 has been made during the year end
December 31, 2011.

21.2 As of 31 December 2011, the Bank has accumulated tax losses aggregating to Hs. 94,244 880.
The unrecognized deferred tax on such losses amounts 1o As, 94,244,880,

22. NUMBER OF EMPLOYEES

2011 2010
Creditssles Banking/ Crediteales Banking /
staff Support Total ataff Support Total
. Numbars Numbers
Parmanant 10 12 22 13 25 38
Contractual 28 B 36 85 10 -
Daily wages - E L] - 8 g
38 26 54 68 43 111
2011 2010
23. BASIC AND DILUTED { LOSS)/ EARNING PER SHARE
Loss after taxation for the year |Rupees) {1 !,3!&?38! (18,463,448)
Weighted average number of ordinary shares
outstanding during the year MNumbers 30,000,000 30.000.000
Loss per share {Aupea) {24!] (0.62)
23.1 There were no convertible dilutive potential ordinary shares outstanding as at year end.
201 2010
Rupees Rupees
24. CASH AND CASH EQUIVALENTS
Cash and balances with SBP and NBP 1,861,782 2771317
Balances with ciher banks / NBFls / MFBs 3,296,167 10,020,614
Market Treasury Bills - having maturilies
less than 3 months 152,841,847 128,572,526

157,999,786 141,364 457
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REMUNERATION OF DIRECTORS AND EXECUTIVES

The aggregate amount charged In the accounts for remuneration, including all benefits to President!
Chiaf Execulive of the Bank was as follows:
President/
Chief Executive E
2011 2010 20m 2010
-——- {Rupees) ——-= ~——- (Rupees)

Managerial remuneration 4,140,000 3,496,000 1,926,000 418,000
Aent and house maintenance - 791.000 770,400 188,600
Utilities 318,644 519,157 253,350 128,724
Medical - 48,560 - .
Contribution to provident fund - 177.100 192,600 35,000
Bonus and other benefils - 198,065 1,421,692 154 570

4, 5,229 4.5 324,894
MNumber of pafsons 1 2 1 2

The President’ Chiel Executive and Executives are enfifled to use company maintained cars and

perquisites in accordance with the terms of their employment,
MATURITIES OF ASSETS AND LIABILITIES
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27. FINANCIAL RISK MANAGEMENT
27.1 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 ratas.

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

The advances and deposits of the Bank are an periodic basis based on inlerest rates scenario.

2011
Exposed fo yield [iipreet rish

~ Efteciive
yhesd! imorest upte one Omemonthte  cwed sis menth  Ower one year
rate % _ Total monih Em_ 0 GNE Year 10 five years

Aumats
Baances wit cther haske 5=11 JmaN57 3296157 . -
Inwertenl 1166 - 10,73 201,678,143 114,087,108 abA%e 552 21,184,478 -
Advancas we G117 BEDMAE - 946080 G6R@73 96,237
7 A, 8 118362 120 AT AUS B2 1,547 509 xa.z2f
Lsbslicars
Ceposfie 5 11 428,180 11 420,188 * - .
7 7 Y I 77— 14
1] Exposed to & ’gmml
T Effeative =
yimield intmreat upio one One month1s  ower Bhimanth  Over one ysar
rain % Tiokal ___ _month i monih 10 one yoar A0 v ymars
P ——y | T —
Assris
Dplanoss wilh ohar Banes 5-12 10,000 614 100EC,614 -
| 1% 78 = 18a2 176,785,383 120 TED 508 47,032 857 . -
Advances 3348 A8 0 AT 19474006 _ S67TTER0 6 MES0S 3,243,650
ZEE,20607H  TH2A47 008 73,810,477 5,708,985
Lisb#ties
Depasiis B 15,751,858 14,307,058 1,200,000 220,000 .
NI (L A— T
27.2 Credit risk

Cradit rigk is the risk that ona party 1o a linancial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss, The Bank'a credit risk is primarlly atiributable to its
advances and balances at banks. 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 disbursemeni and
recovery monitoring system which allows il 1o evaluate borrowers’ credit worthiness and identify
potential problem Ioans. A provision for loan losses is maintained as required by the Prudantial
Regulations. Maximum amount of financial assels which are subject to credil risk amount o Rs.
6,240,786 (2010: RAs. 60,555,319~)

27.3 Liquidity risk

Lh;ui:ityri:kismrhkthdthuﬂamMImtbeahleurahufundstamusoummmmll At
presant the Bank |8 not exposed 10 this risk as there Is ient cash placed with various commercial
banks at the year end.

27.4 Fair value of financlal Instruments

:

The carrying values of all financial assels and liabilities refiected in the financial statements
approximate their fair value,
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27.5 Capital management
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The prudential regulation's for Microfinance Banks prescribe the Minimum Capital Requirements for
Micro Finance Banks (MFBs) regulation 4 of the sald regulations, inter alia, require all MFBs which
are licensed 10 operate in a specified district to maintain minimum paid up capital of at least Rs. 300
million free of losses. Furthermore, the aforementioned Regulation also requires MFBs that do not
meet the minimum paid up capital requirement above 1o enhance their capital as per the following

Minkmrum Pkl up capital

ransitional arangement.

31 December. 20 ¢

31 Duesxember, 20412

31 Decembes, 2013

(Pree of |nss)
R, 200 Milkm
R 250 Millsee

Rz 300 Million

The Bank has a paid up capital as at 31 December, 2011 of As. 205.8 Million,
28. SEGMENT DETAILS WITH RESPECT TO BUSINESS ACTIVITIES
The segment analysis with respect to business activity is as follows:

Dacember 31, 2011

Total ncome

Total experses

Nel income | (loss)

Segment assels (gross)
Segmant non perfarming loans
Segmenl provision required
Sepmant liakilitiss

December 31, 2010

Total income

Tolal expenses

Net income / (loes)

Segment assete (pross)
Segmant non performing lcans
Sepmant provision required
Segment Rabilities

29. RELATED PARTY TRANSACTIONS

Investment in Retail Micro
Government Banking Banking Total
Sacurities
—Rupees-
25 514,064 538,400 9,708,233 35,761,706
- 10642322 36104696 40,747,018
25514064 (101030813  (20395483)  (13,985,31
201,678,143 5,157.939 14,621,839 221 457,921
= - 3,704,397 3,704,387
= 2,021,701 2,021,701
. 12,174,801 1426832 13.601.635
12,885,142 8171421 34,282 B22 65,397 385
- 16,187 604 §7,613.229 73,800,833
12,863,142 {8.016.163) _ (23330,407) _ (18,463,448)
176,774,911 12,803,008 75,400,308 264,076,712
- = 422,278 32231278
- - 12,218,182 12,218,182
30,008,677 1,724,875 31,734,653

Related parties of the Bank comprise group companies, staff refirement benefits, key management
perzonnel and major share holder of the Bank. The detsils of transaction with related parties other
than those which have been disclosed elsewhere in these financial statement are as follows:

icrofinance Bank Limited
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Balances as at year end
Associales;
Depaosits 2,288,591 5,614,905
Deposits 547,991 667,160
Transactions for the period
Associales:
Deposit Aeceived 11,902,711 61,951,072
Withdrawals 16,173,395 65,083,624
Mark-up on deposit paid 757,489 1,018,734
Placemenis
Placements 114,777,765 624,300,152
Repaymenis 118,308,861 864,762,375
Mark-up on deposit samed 204,781 3,160,793
Key management personnel:
Remuneration to Chief Exacutive Officer 4,458,644 5,220,882
Remuneration to Executives 4,564,042 924,594
Deposil Receivad 3,728,858 1,666,341
Withdrawals 3,707,962 1,000,006

30. DATE OF AUTHORIZATION

These financial stalements were suthorzed for Issue on March 3, 2012 by ihe Board of Direclors of
ke Bank.

31. GENERAL

ana hc::ountcapliomaspruufhedhyﬂsu Circular No. 11 datad December 30, 2003 issued by 1he
Giate Bank of Pakistan, (in respec! of forms of financial stalements for Microfinance
Banks/institutions) where thers are no amounts have not been reproduced in these linancial
statemants except for in the balance sheet and profit and loss account.

31.2 Figures have been rounded off to the rasares! rupee.

ﬂ‘% S, susly QAKE

Ejaz Anmad Muhammad Akram Shahid Shahida Bilquis Shoaib Ahmad Butt
President & CEOQ Direclor Diractor Diractor
Network Microfinance Bank Limited
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PATTERN OF SHAREHOLDING
AS AT DECEMBER 31, 2011

Number Total
of Share Shareholdings Share
holders held

106 Shareholding From 1 To 100 1727

94 Shareholding From 101 To 500 37.923

43 Shargholding From 501 To 1000 39,251

56 Shareholding From 1001 Ta 5000 167,058

13 Shareholding From 5001 To 10000 102,151

3 Shareholding From 10001 To 15000 33,403

4 Shareholding From 15001 To 20000 74137

3 Shareholding Frem 20001 To 25000 62813

1 Shareholding From 25001 To 30000 25,808

1 Shareholding From 40001 To 45000 44 813

1 Shareholding From 45001 To 50000 50,000

2 Shareholding From 50001 To 55000 100,625

2 Shareholding From 70001 To 75000 143,325

1 Shareholding From 75001 To BO00O 77822

2 Shareholding From 80001 To 85000 164,523

2 Shareholding From 85001 To 90000 172,173

1 Shareholding From 90001 To 95000 91,508

1 Shareholding From 100001 To 105000 100,028

1 Shareholding From 105001 To 110000 107,750

1 Shareholding From 120001 Ta 125000 120,034

1 Shareholding From 150001 To 156000 151,642

1 Shareholding From 180001 To 185000 183.810

1 Shareholding From 245001 To 250000 250,000

1 Shareholding From 405001 To 410000 405312

1 Shareholding From 1355001 To 1360000 1,359,168

1 Shareholding From 1985001 To 2000000 2,000,000

1 Shareholding Frem 2965001 To 2700000 2,697,742

1 Sharaholding From  BO85001 To BODOOOGO 9,000,000

1 Shareholding From 12245001 To 12250000 12,245,184

347 30.000,000
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CATEGORIES OF SHAREHOLDERS I

AS AT DECEMBER 31, 2011

Network Microfinance Bank Limited

S. No. Categories of Number of Percentage
Shareholders Shares Held
1 Individuals 2,340,014 7.80
2 Investment Company 21,245,184 70.82
3 Insurance Company 2,250 0.00
4 Banks, DFls, NBFls 3,359,198 11.20
5 Manager to the Offer-NMBL 2,697,742 9.00
6 Others 355,612 1.19
Total 30,000,000 100.00
Particulars Shareholdings Percentage
CEO, Directors, Sponsor Directors, 101 0.00
their spouses and minor children
Associated Companies, undertakings & 24,604,382 82.02
related parties
NIT & ICP 0.00 0.00
Banks, DFI & NBFCs 3,359,198 11.20
Insurance Companies 2,250 0.01
Modarbas and Mutual Funds 0.00 0.00
Shareholders Holding 10% or more
voting interest in the Company 24,604,382 82.02
General Public (Local) 2,340,0414 7.80
General Public (Foreign) 0.00 0.00
Manager to the Offer-NMBL 2,697,742 9.00
Others (Joint Stock Companies) 355,511 1.19




The Company Secretary

Network Microfinance Bank Limited
202, Azayam Plaza,

Opp. FTC Building, S.M.C.H.S.
Shahrah-e-Faisal, Karachi,

Pakistan.

AFFIX
Correct

Postage

S —

1
|
l




