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KHUSHHALI MICROFINANCE BANK LIMITED
CONDENSED INTERIM BALANCE SHEET
AS AT 30 JUNE 2019

—

—

s Note 30 June 31 December
2019 2018
(Un-Audited) {Audited)
. ~---Rupees ‘000~
ASSETS
Cash and balances with SBP and NBP 8 2,701,119 1,792,737
] Balances with other banks/NBFIs/MFBs 9 6,868,410 7,498,358
Lending to financial institutions 10 “ 1,837,749
Investments 11 6,791,772 8,915,710
3 Advances - net of provisions 12 47,807,901 43,500,531
Operating fixed assets 13 3,858,405 1,353,528
Other assets 14 5,048,784 5,311,313
Deferred tax asset 15 369,381 262,025
Total assets 74,345,772 70,471,951
LIABILITIES
Deposits 18 56,713,890 56,017,988
Borrowings 17 2,162,114 2,864,872
Subordinated debt 18 1,000,000 1,000,000
Other liabilities 19 5,512,115 2,288,641
Total liabilities 65,388,119 62,272,501
i NET ASSETS 8,957,653 8,199,450

REPRESENTED BY:

Share capital 20 1,705,000 1,705,000
Statutory reserve 1,756,799 1,693,035
. Capital Reserve 24,255 24,265
Unappropriated profit 5,476,920 4,776,212
‘ 8,962,974 8,198,502
Surplus/(deficit) on rev aluation of assets {5,321} (235)
Deferred grants E 1,183
Total Capital 8,957,653 8,199,450
. MEMORANDUM / OFF-BALANCE SHEET ITEMS 21 - -

The annexed notes from, 1 to 29, farm an Integral part of these financial statements,
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KHUSHHALI MICROFINANCE BANK LIMITED
CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UNAUDITED)
- FOR THE HALF YEAR ENDED 30 JUNE 2019

Half year ended
_ Note 30 June 2019 30 June 2018
----- Rupees '000----
Mark-up/ returnf interest earned 22 7,234,269 5,577,344
N Mark-upf return/ interest expensed 23 2,978,188 2,226,900
: Net mark-up/ interest income 4,256,081 3,350,444
Provision against non-performing loans and advances 604,108 351,969
] Bad debts wiitten off directly 3,970 23,278
‘ 608,078 375,247
Net mark-up/ interest income after provisions 3,648,003 2,975,197
] NON MARK-UP / NON INTEREST INCOME
Fee, commission and brokerage income 24 754,630 691,675
Other income 25 55,533 49,691
Total non-markup / non interest income 810,163 741,370
4,458,166 3,716,567
NON MARK-UP / NON INTEREST EXPENSE
Administrative expenses 2,845,403 2,245,205
Other provisions 1,096 1,773
Other charges 11,759 6,548
Total non-markup / interest expenses 2,858,258 2,253,526
PROFIT BEFORE TAXATION 1,599,908 1,463,041
TAXATION
Current 429,945 452,157
n Prior year - 40,881
Deferred {105,316) (30,858)
324,630 462,180
PROFIT AFTER TAXATION 1,275,278 1,000,861
Unappropriated profit brought forward 4,776,212 3,423,732
_; Less: other comprehensive foss transferred to equity - (2,055}
- Profit available for appropriations 6,051,490 4,422 538
: APPROPRIATIONS - TRANSFERS TO
i Statutory reserve 63,764 200,172
Microfinance Social Development Fund 127,528 100,086
Depositors' Protection Fund 63,764 50,043
Risk Mittgafion Fund 63,764 50,043
Final/ Interim dividend 255,750 90,365
574,570 490,709
UNAPPROPRIATED PROFIT CARRIED FORWARD 5 476,920 3,931,829
I
EARNIGNS PER SHARE - BASIC AND DILUTED 5.98 4.70
The annexed notes from, 1 to 28, form an integral part of these financial staternents.
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: KHUSHHALI MICROFINANCE BANK LIMITED
CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
T FOR THE HALF YEAR ENDED 30 JUNE 2019

Half year ended

30 June 2019 30 June 2018
saecnRUpEES "000--uw-

. Profit after taxation 1,275,278 1,000,86%

Other comprehensive income that can not be reclassified
into profit or loss in subsequent periods
Remeasurement loss on post employment benefit obligation - (2.473)
Deferred tax relating to remeasurement loss on post employment

- benefit obligation - 418
! - (2,055)
7 Other comprehensive income that can be reclassified
i into profit or loss in subsequent periods
; Deficit on revaluation of investments (7,361) .
Transfer to profit and loss on disposal of available for sale investments - -
B Deferred tax asset/{liability) on (deficit)/surpius on
; revaluation of investments - AFS 2,040 -
(5,321} -
- Other comprehensive income transferred to equity (5,321} (2,055)
1,269,957 998,806

Total comprehensive income

The annexed notes from, 1 to 28, form an integral part of these financial statements.
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KHUSHHAL1 MICROFINANCE BANK LIMITED
CONDENSED INTER!M STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
FOR THE HALF YEAR ENDED 30 JUNE 2019

Statutory Unappropriated
— Share Capltat Reserve Capital Reserve Profit Total
Rupees ‘000
Balance as at 31 December 2017 1,705,000 1,201,278 24,255 3,423,732 6,354,265

i Total comprehensive income for the

half year ended 30 June 2018
Net profit for the helf year
) snded 30 June 2018 - . - 1,000,361 1,000,861
}: Other comprehensive income - - - (2,055) {2,055}
- - . 998,806 998,806
Transfers to
Statutory reserve - 200,172 - (200,172) -

7 Microfinance Soclal Development Fund - . - (100,088) {100,0886)
i Risk Mitigation Fund - - - (50,043) (50,043)
) Depositars' Protestion Fund - - - (50,043) (50,043)

- 200,172 . (400,344} (200,172)
]' Finall interim dividend {Rs. 0.53/share) - - - (90,385) (90,365)
Balance as at 30 June 2018 1,705,000 1,401,450 24,255 3,034,829 7,062,534
T Total comprehensive income for the
8ix months ended 31 December 2018
Net profit for the six months
ended 31 December 2018 - - - 1,457,926 1,457,925
Other comprahensive income - - - (30,372) (30,372)
- - - 1,427,553 1,427,553
Transfers to
Statutary reserve - 291,686 - (291,585} -
Microfinance Soclal Devefopment Fund - - - (145,793) (446,793)
Risk Mitigation Fund - - - (72,888} (72,896)
Depasitors' Protection Fund - - - (72,896) (72,896)
- 291,585 - (583,17@) (281,585)
Balance as at 31 Decamber 2018 1,705,000 1,683,015 24,255 4,776,212 8,198,502
Total comprehensive income for the
half year ended 30 June 2018

- Net profit for the half year
g ended 30 June 2018 - - - 1,275,278 1,275,278
; Other comprehenslve income . . . - .

- - - 1,275,278 1,275,278
Transfers to
i Statutory reserve - 63,764 - (63,764} -
E- Microfinance Soclal Development Fund - - - (127,528) (127,528}
Risk Mitigation Fund - - - (63,764) (63,764}
Depositors’ Protection Fund - - - (63,764} {63,764)
I - 63,764 - (348,820) (255,0586)
_Ef Finalf interim dividend {Rs. 1.5/share} . N - (256,750) (255,750}
Balanee as at 30 June 2019 1,705,000 1,756,789 24,255 5,476,920 §,962,974
!
i The annexed notes from, 1 to 29, form an integral part of these financial statements.
1R
i = o
<7 Aol A
!\‘ ) i
Jj PRESIDENT CHAIRMAN




5

i

!

1 KHUSHHALI MICROFINANCE BANK LIMITED

CONDENSED INTERIM CASH FLOW STATEMENT (UNAUDITED}
FOR THE HALF YEAR ENDED 30 JUNE 2019

-
i
Half year ended
- 30 June 2048 30 June 2018
i w-Rupees ‘000
} CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 1,589,908 1,463,041
1 . Adjustment for non cash ltems:
Daprecialion of property and equipment 149,249 120,538
Depraciatlon of right of use asset 162,721 -
Amoriization of intangible assets 26,458 9,668
- Amortization of deferred grant {1,183) (215)
: Proviston against non performing advances 604,108 351,969
Galn on disposal of oparating fixed assels {14,682) 1,572
Mark-up ! retum / interest eamed {6,411,579) (4,882,188)
Intaresl incamne on nvestments and deposits {822,650) (595,148)
Interesl expensa on borrowings and deposils 2,919,329 2,202,828
Interest expense on subordinated debt 58,859 24,071
Fravision against other assels 1,086 1,854
Charge for defined benefit plan 60,548 51,657
(3,267,766) (2,813,401}
i Loss before changes in operating assets and liabllities (1,667,858) (1,350,360}
{increasa) / decrease in operating assets:
Advances (4,011,478) {5,162,691)
Other assels 128,220 (187,642
(4,783,258) (5,350,333)
: Increasef(decrease} in operating liabilltles:
i Deposits 595,002 1,307,636
’ Other liabifities 858,242 {68,305)
1,554,144 1,833,333
Net cash {used In) / generated from oparating activities (4,896,972) {4,867,360)
Markup received cn advances 5,531,498 4,451,872
Interest recelved on Investment and deposit sccounts 840,247 627,089
Interest pald on borrowings and subordinated debt {2,840,822) {2,135,718)
Contribution to defined benefit plan {19,783) (101,788)
Income tax paid {T3t,620) [457,814)
Met cash used in operating activities (2,117,451} {2,483,619)
GASH FLOWS FROM INVESTING ACTIVITIES
Investmant in held to maturity securities 2,116,577 1,276,804
Purchase of operating fixed assets {B57,885) (319,280)
I Sale proceeds of operaiing fixed assels 15,538 448
_% Net cash inflow from investing activities 1,474,130 957,970
CASH FLOWS FROM FINANCING ACTIVITIES
: Dlvidend paid (80,443) {19,477)
: FPayment against [sases {32,793)
d Subordinated received - 1,000,600
Borrowings paid {802,758) {1,040,050)
Net cash used in financing activiiies {615,904) {59.,627)
7
J' Nat decrease in cash and cash equivalents (1,559,315) {1,685,1786)
: Cash and cash equivalents at beginning of the period 11,128,844 4,637,815
Cash and cash equivalents at the end of the period 9,569,529 2,852,739
Cash and cash equivalents camptise of the followlhg:
Cash and balances with State Bank of Pakistan and Natlonal Bank of Pakistan 2,701,119 1,792,737
Balances with other banks / NBF[s / MFBs 6,868,410 1,160,002
9,560,529 3,052 738

The annexed notes from, 1 to 28, form an Integral part of these financiat statements,
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KHUSHHALY! MICROFINANCE BANK LIMITED
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE HALD YEAR ENDED 30 JUNE 2018

STATUS AND NATURE OF BUSINESS

Khushhali Microfinance Bank Limlted (KMBL/the Bank) came into existence with the promulgaiion of the Khushhali Bank Ordinance
2000, as a corporate body with limlted liabllity on 4 August 2000, it commenced its business with the issuance of license by the
State Bank of Pakistan {SBP) on 11 August 2000, KMBL was established to mobllize funds for providing microfinance services fo
paor persens, particularly poar women far mitigating poverty and promoting social welfare and economic justice through community
huilding and social mabilization with the ultimate objective of poverty aileviation.

In pursuance 1o the requirements of improving Access fo Financing Service Program (IAFSP) Agreement signed in 2008 between
Govemment of Pakistan (GOP) and Asian Develapment Bank, where by all microfinance institutions in Pakistan including KMBL
were required to operate under Microfinance Institutions Ordinance, 2001. Consequently, with the approval of SBP, KMBL was
incorporated as a public company with Securities and Exchange Commissian of Pakistan (SECP) and Cerilficate of Incorporation
was issuad under the repeated Companies Ordinance, 1984 (replaced by Companies Act, 2017) on 28 February 2008,

On 18 March 2008, SBP sanctioned a scheme for transfer of assets, liabilities and undertaking of KMBL into the Bank with effect
from 1 April 2008, a microfinance institufion licensed under the Microfinance Institution Ordinance, 2001. In accordance with the
scheme of conversion all assets and liabilities of the Bank were transferred to the Bank at their respective book values oh the
audited accounts of the Bank as of 31 March 2008,

On 4 June 2012, a consortium led by United Bank Limited and comprising ASN-NOVIB Microkredietfonds (Triple Jump B.V),
responsibiilty Management Company S.A, (formerly Credlt Suisse Microfinance Fund Management Company) (Responsibility
Global Microfinance Fund), Rural Impulse Fund Il S.A, SICAS-FIS (Incofin Investment Management Comm. VA), and ShoreCap H
Limited {Equator Capial Partners LLC) acquired 67.4% equity stake in KMBL from a selling consortium comprising of eleven
sharshalders. In view of the changes in the shareholding, a naw microfinance banking license was Issued on 18 November 2012 by

SBP to the Bank,

The Bank's reglstered office and principal place of business is situated at 5th Floor, Ufone Tower, Blue Area, islamabad. The Bank
has 175 branches, 18 service cenlers and 25 permanent booths in operation as at 30 June 2019 (31 December 2018: 161
branches, 28 service centers and 8 permanant booths) and is licensed fo operate natlonwide.

BASIS OF PREPARATION

These condensed interim financial statements of KMBL have been prepared, In accordance with the requirements of the
international Accounting Standard 34 - ‘Interim Financial Reporting' {IAS-34), provisions of the Companies Act, 2017, the
Microfinance Institution Ordinance, 2001 and directives issued by the Securities and Exchange Commission of Pakistan (SECP)
and the State Bank of Pakistan (SBP), Wherse, the requirements of the Companies Act, 2017, the Microfinance Institution
Ordinance, 2001 or directives issued by the SECP and the SBP differ with the reguirements of IFRS, the requirements of the
Companies Act, 2017, the Microfinance Institutions Ordinance, 2001, or the requirements of the said directives prevail.

These condensed interim financlal statements do not include all the Information and disclosures required for the annual financial
statements, and should be read in conjunction with the annual financial statements of KMBL as at 31 December 2018, which have
been prepared in accordance with approved accouniing standards as applicable in Pakistan, which comprise of International
Financial Reporting Standards (IFRSs) issued by the intemational Accounting Standards Board (IASB) as are notified under the
Companies Act, 2017, the requirements of the Companies Act, 2017, the Microfinance Institutions Ordinahce, 2001, or the
requirements of the said directives prevail. Further, the aforesaid financial statements also comply with the disclosure guidelines for
financiat reporiing by Microfinance Institutions which are voluntary norms recommended by the Consultative Group to Assist the

Paar (CGAP).

STATEMENT OF COMPLIANCE

These condensed fnterim financial stalements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of International Financial Reporting Standards (IFRSs) issued by
the International Accounting Standards Board (IASB) as are nofified under the Companies Act, 2017, the requirements of the
Companies Act, 2017, the Microfinance institutions Ordinance, 2001, and the directives issued by the Securities and Exchange
Commission of Pakistan (SECP) and SBP. Wherever, the requirements of the Companies Act, 2017, the Microfinance Institutions
Ordinance, 2001,0r directives issued by the SECP and the SBP differ with the requirements of [FRS, the requirements of the
Companies ACT, 2017, the Microfinance Institutions Ordinance, 2001, or the requirements of the sald directives prevail,

The SECP, through SRO 229 (I} / 2019 dated 14 February 2019, had notified that International Financlal Reporting Standard 9 -
Financlal Instruments ([FRS 8), is applicable for accounting periods ending on or after 30 June 2019. Subsequent thereto, the SBP
has relaxed applicability of IFRS 9 and specified that the same is not applfcable on financial instruments of Microfinance Institutions
for the period ended 30 June 2018. Accardingly, the requirements of IFRS 9 have not been considered for In preparation of these

condensed interim financial statements.
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4.1

Khushhali Microfinance Bank Limited

BASIS OF MEASUREMENT

This condensed interim financial informatlon has beenr prepared under the historical cost basis excapt obligation under employee
retirement benefits, which are measured at present value and investments avallable for sale and held for trading which are
measured at falr value.

4.2 This condensed Interim financial statements have been presented In Pakistan Rupees, which is the functional and presentation

5

5.1
{a)

currency of KMBL.
SIGNIFICANT ACCOUNTING POLICIES

The accouniing policies adopted for the preparation of these condensed intetim financial statements are the same as those applied
in the preparation of the annual financial statements for the year ended 31 December 2018 except as described below:

CHANGE IN ACCOUNTING POLICIES
IFRS 16 "Leases"

During the period, IFRS 16 - Leases became applicable to the Banks (effective for annual perlods baginning on or after 1 January
2019) - the new standard sets out the principles for the recagnition, measurement, presentation and disclosure of leases. IFRS 186
replaces existing guidance on accounting for leases, including IAS 17, Leases, IFRIC 4, Determining whether an Arrangement
contains a Lease, SIC-15, Operating Leases - incentive, and SIC-27, Evaluating the Substance of Transactions Invalving the Legal
Form of a Lease.

Accordingly, IFRS 16 efiminates the classification of leases as elther operating leases or finance leases as Is required by IAS 17
and, Instead, introduces a single lessee accounting model, Lessees will be required to recognize: {a) assets and liabilities for all
leases with a term of more than 12 months, unless the undedying asset is of low value; and (b) depreciation of lease assels
separately from interest on lease liabllities in the income statement.

KMBL has adopted [FRS 16 from 1 January 2019, bank chose the option to apply the simplified transition approach and will not
restate comparative amounts for the year prior to first adoption l.e. 2018, as parmitted under the specific transitional provisions in
the standard.

KMBL has assessed the estimated impact that the initial application of IFRS 16 will have on its financlal statements. The actual
impact of adopting IFRS 16 at 1 January 2019 may change because the bank has nof finalized the testing and assessment of
controls over its new |T systems and the new accounting policies are subject to change until the bank presenis its first full financiat
statements that include the date of initial application.

Based on this assessment, bank has recognized lahilities in respect of lease rentals which had previously been expensed as rent
expenses. These liabllifes were initially measured as the present value of the remaining lease paymenis, discounted using the
incrementat weighted average borrowing rate of 14.5% per annum as of 1 January 2019.

30 June 2013 1 .January 2019
cremscainsRUPEES 000=eanarnnan

Total lease liabllity recognised 1,990,142 1,757,944

On adoption of [FRS 16, the assoclated right-of-use assets were measured at the amount equal to the lease lability. The right-of-
use assets are depreciated on a stralght line basis over the [ease term as this method most closely reflects the expected pattern of

consumption of future economic beneflis,
30 June 2019 1 January 2019
mrmmemmmee-RUPEES G00ernnwnnnnnen

Right of use assets 2,023 455 1,920,781
The effect of this change in accounting policy Is as foltows:

impact an Batance Sheet

Increase in fixed assets - right of use assets 2,023,455 1,920,781
Increase in other assets - prepaymaents {141,824) (163,238}
Increase in total assets 1,881,631 1,757,543
tnorease in other liabllities - lease liability against right of use assets (1,990,142) {1,757,543)
Decrease in current tax 31,468 -
Decrease in net assets {77,043} -
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Khushhaii Microfinance Bank Limited

The Bank expects that net profit after tax will have adverse effect in initial years due to unwinding of lease liability however after
some years' impact will decrease and net result will be zero. IFRS 16.49 requires a lessee to present in the Profit and loss account
the interest expense on lease liabilittes separately from the depreciation charge for the right-of-use assets. The interest expense on
the lease liahiflties is a component of finance costs, which IAS 1.82(b) requires to be presented separately in the Profit and loss
account. Consistent with this requirement, the bank presented Interest expense on lease liabilities undet 'Finance costs’ in
operating expenses and separate line ltem for depreciation charge on the right-of-use assets was included in the ‘Operating

Expenses'.
For the six

months ended
30 June 2019
{Rupees in '000)
Impact on profit and loss account

increase in mark-up expense - lease liability agalnst right-of-use assets (134,532)
(Increase) / decrease in administrative expenses:

- Depreciation on right-of-use assels {162,721}
- Rent expense 188,742
Decrease In profit before tax {108,511)

31,468

Decrease in tax

Decrease in profit after tax g775043!
Eamnings per share for the six months ended 30 June 2019 are Rs, 0.45 per share lower as a result of the adoption of [FRS 16.

While implementing IFRS 16, bank has used a single discount rate methodotogy for a portfalio of all leases. The Bank has opted not
to recognize right-of-use assets for leases of low value. The payments associated with such leases are recognized as an expense

oh a straight line basis over the lease term.

IFRS 15 "Revenue from contracts with customers

IFRS 15 supersedes IAS 11 Construction Contracts, AS 18 Revenue and related Interpretations and it applies, with limited
exceptions, to all revenue arising from coniracts with customers. IFRS 15 establishes a five-step model to account for revenue
arising from contracts with customers and requires that revenue be recognized at an amount that reflects the consideration to which
an entity expects to be entitied In exchange for transferting goods or services 1o a customer, The Bank has adopted IFRS 15 using
the modified refrospective method of adoption with the date of inltial application of 01 January 2018, Under this method, the
standard can be applied elther to ali contracts at the date of Inltial application or only to contracts that are not completed at this date.
The Bank slected to apply the standard to contracts that are not compicted as at 01 January 2019,

Previously, the Bank recoghized revenue from loan procession fee, under IAS 18, upon approval of loan application. Upen adoption
of IFRS 15, the markup/ return income is now within the scope of IFRS 9 and is to be recognized by applying the effective interest
rate methed. In accordance with guldance avallable under {FRS 9, loan procession fee Is an integral part of the effective interest
rate of a financial Instrument. As explained above, IFRS 9 is not currently applicable on the Bank. Accordingly, the Bank wilt
continue its current revenue recogniflon policy for Its loan processing fee, until the adoption of IFRS 8.

In respact of the Bank's remaining major sources of income, i.e, other fee, brokerage and commission income, adaption of IFRS 15
did not have any significant impact an these condensed interim financial infarmation.

ACCOUNTING ESTIMATES

The basis for accounting estimates adopted in the preparation of this condensed intarim financial statements are the same as
those applied in the preparation of the financlal statements of KMBL for the year ended 31 December 2018.

FINANCIAL RISK MANAGEMENT

The financial risk management objectives and poficles adopted by KMBL are consistent with those disclosed in the financial
statements of KMBL for the year ended 31 December 2018.
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Khushhali Microfinance Bank Limited
30 June 2019 31 December 2018
{Unaudited) {Audited)
Note cescecemormneesas Rupees '000------nm-ssssinan
8 CASH AND BALANCES WITH SBP AND NBP
Cash in hand - Locat currency 843,978 507,221
Balance with State Bank of Pakistan in
Local currency current accounts - SBP 8.1 1,856,637 1,284,356
Balance with National Bank of Pakistan in
Local currency deposit accounts - NBP 8.2 504 1,160
2,701,119 1,792,737

8.1 This represents the balance maintained with SBP te meet the requirement of maintaining a minimum balance equivalent to 5%
{2018: 5%) of the Bank's time and demand deposits with a tenure of less than one year, in accordance with the R-3A of the
Prudential Regulations.

8.2 This represents balances held in saving accounts carrying interest at the rate of 10.25% (2018: 8%) per annum.

30 June 2019 31 December 2018
Note (Unaudited) {Audited)
B e & 1112 1-T-Y-R 1) 1 R
9 BALANCES WITH OTHER BANKS/NBFISIMFBS
in Pakistan:
Local currency current accounts 468,609 1,012,185
Local currency deposit accounts 9.1 6,399,801 6,486,173 |
6,868,410 7,498,358

9.1 This represents balances held in saving accounts carmrying interest at the rate ranging from 10.25% to 13.25% (2018: 6.5% to
14.75%) per annum.

30 June 2018 31 December 2018
Note {Unaudited) (Audited)
wrauusammansense<RUPERSE 'Q00uwwunannnnmermnnn
40 LENDING TO FINANCIAL INSTITUTIONS

Callfclean lending 10.1 - 500,000
Repurchase agreement lending (reverse repo) 10.2 - 1,337,748
- 1,837,749

10,4 This represented clean lending carrying interesi at the rate of 11.25% per annum and matured an 03 January 2018.
10,2 This represented reverse rapa carrying interest at the rate of 10.10% per annum and matured on 02 January 2018.

40.2.1 Market Treasury Blils held as collateral against lending to financial Institutions - reverse repo was as foliows:

30 June 2019 31 December 2018
{Unaudited) {Audited)
wmmrmamnrenena---RUPEES ‘D00 =mmnsmnmermnneeme
Held by bank - -
Further given as collateral - 1,360,000
- 1,360,000

T
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Khushhali Microfinance Bank Limited

30 June 2018 31 December 2018
Note {Unaudited} {Audited)
11 INVESTMENTS SR . TIT Y- ||| FE——
Available for sale {AFS)
Federal Government Securities
Market Treasury Bills - AFS 114 4,149,450 3,916,037
Held to maturity {HTM)
Term finance certificates (TFCs) 1.2 150,000 150,000
Tetm deposit receipts (TDRs) 1.3 2,500,000 4,850,000
2,650,000 5,000,000
Net deficit on revaluation of Federal Government Securities - (AFS} 114 (7,688) (327)
6,791,772 8,915,710

11.1 This rapresents T-Bills purchased for the period of 84 days (2018: 70 fo 84 days) having yield return ranging from 11.03% to
12.56% (2018: 8.72% to 10.27%) per annum.

11.2 This represents 10,000 and 100 term finance certificates {TFC's) having face value of Rs.5,000/- and Rs.1,000,000/- each duly
issued by Bank Al Hahlb Limited and Soneri Bank Limited, respactively, for perpetual tenor. These TFC's carrying profit @ 6
month KIBOR plus 1.50% (2018; 1.50%) and 2.00% (2018: 2%) respectively, receivable on semi annual basis from the date of

30 June 2019 3t December 2018
Note {Unaudited) {Audited)
mmmmmemenenem=-RUpEES ‘QO0-m-remreannanan

11.3 Term deposit recelpts (TDRs)

Micro finance banks 11.3.1 2,000,000 2,850,000
Other banks / DFls / NBFls 11.3.2 500,000 2,000,600
2,500,000 4,850,000

11.3.1 This represents investment in shori-term deposit receipts and maturing on 16 September 2018 and carries mark-up ranging from
11% to 14% (2018: 8.70% to 13.00%}) per annum.

11.3.2 This represents investment in shor-term deposits ard maturing on 28 December 2019 and carries mark-up ranging from 11% fo
14% {2018: 11% to 12%) per annum.

11.4 In accordance with the R-11G of the Prudential Regulations for Microfinance Banks (the Regulations), issued by the State Bank of
Pakistan, dated 10 June 2014, available for sale and held for trading securities {if any) have been valued at mark-to-market basis
and the resulting (deficit/surplus is kept in a separate account titled "Surplus/ {deficit) on revatuation of investments” and charged
through statemant of comprehensive income in accordance with the R-11(c} "Treatment of Surplus/(deficit)" of the Regulations |

14.5 The investments in T-Bills (refer to Note 11.1) are held by the Bank to comply with the statutory liquidity requirements as set out
under the Regulations Risk Management R-3 "Maintenance of cash reserve and liquidity".

e




——— i

"SUEO} JMESp JO 9SED Ul SRIS1E||00 S) JO S[BS UBNOIUL PaIaA00al 10U 818M UDIYM SSOUBADE 1IPaID ORI paInoss jsuiebe syo sum siuassidal siyi L'S'ZL

-1
1
|

789'759 ZLL'sEY
Z6r'6E 0l6'c 1’52l ApoouIp 310 usium sigep peg -
06l'sle rA N R SBOUBADE PayISSED Jaul0 0} pajesy W
uoisiaold 1suleby
S0 8JLIM J0 SieORIEd §ZL o
pe— 000, S98dny——r-ne .f
(paupny) {paypneun)
81LOZ 810Z o
Jaquiaosq i¢ aung o
66212, 6/2'205 re0'vie - 592168 eov'Isy £08°'L¥P pousad s Jo} souereq Buison T
8rs'ezl Z0S'SL 9p0'804 996'Z.1 (c18'¥5) 6LL'12T _
{06L'519) - (061'G1.9) eviied) - @riiey) uoisirosd jsuiebe Yo uepum seoueApy
8cL'8eL 20S'SL 9ET'ETL 801109 (€18°y5) 126°859 19U - Jeah aU Loy obIeyD UOISINGIG ey
152 2BS €116V 826'60) 662°1TL Giz'105 yeo'vIe poued oy} Jo} souejeq Suiuadg _
mmmmemenee= (300, SOOANY—m——— memmmea e mann e (00, 599ANY e )
je1ol jesauany agiveds 12361 [EJ2US) oijivadg N Jf
(paupny) 210z 19qwsdag Lg (paupneun) 1.0z aunr og ;
sasueape Buiiopad-uou jsutebe uoisiaoid Jo sieinoney ) 4'

=3
PO)IUIIT jUBg SOUBLLOIDIN JEYYSNYY _

A )




‘uoisinoad
oyioads Jo Jau ‘sjeiele|jos Yseo Jauo pue plof jsuiefe pamoss asou) UBL) JSUIO SSOUBAPE )PS0 OLOWU JO (%491} '810Z) %00°L 1O 518 ) Je poulRiuew S| UoISIAGId |eisuan £zl

"SIoMOL0q Jusnbuiiap Joy jedouud i
Bupueisine Jo %06 Jo asjuesend sso| ueo| QIvSN Aq paxdeq (UoKIW 6°0ZG :810Z) 8'802 "SYH 40 Junowe ajeBaubbe Buiney (S6¢'Z '91L0Z) SualD asudisjus oI /99| sepnpul syl 2°2H

i&F jued a4 Yim pigy sysodep uo paxew uaj jsulebe painass (%08) Alleiled a5e youm (uoliw Z°L0g "SY 1810T) UOIIW 961 "SY 0} BujUNOWE SURC| JPSID0IOW SIPNOUL SIUL  LZL

LES'00S ey 7E5'68. LOB"L08° LY 862618 uoisinoid JO 18U - SeouBARY .

565092 #S0'L £2£°020°'L S6.1°1 sueo| JIels ,
9£6'6EL Y 826°28L'9¢F SUCISIACI JO )L - SEIUBADE JIPSIO0IONN

{662'L22) (g9z'ven) "

(s12'208) (zov'esy) i d ! uosiacid |essusg ¥

{F20'vL2) (cog1v¥) uoisinesd ogpadg

‘ ‘pi8Y SUOISIADI $597] -y

SET LoVl 08F'v8. £6.°189'Ly £05°218 _
9/0'661'2E SOv'BTL vB50V6°LE 126°6Z2 fArAt P2URJBSUN - HPBID 0IONN

661'90E'9 5.0'65 602 PLE ZES'L8 L'z paIN2ag - NPaID CIIN -

SNOISIAQOYNJ 40 13N - SAONYAQY ZL ’

000, ssadny JaqLUnN 000, svadny JaguInN B}0N 7

Buipueisino Buipuelsino EM“MMm_So Buipueisino !

SUEBO} JO JUNOUEY  SUBO] O JSQUINN 10 Junoury SUEO] JO JoqunN .

{paypny) {paypneun) !

8102 Joquwsdaq 1¢ ~ 6loz aunr og :

PO} YueH SOUBULOIONN HEYYSNYY
_ . . (A




Khushhali Microfinance Bank Limited

30 June 2019 31 December 2018
{Unaudited) {Audited)
Note enanmmnmemminenaRUPOES (00 0--coarmennnnnnnn
13 OPERATING FIXED ASSETS
Capital work-in-progress 359,389 350,703
Right to use asset 13.1 2,023,455 -
] Property and squipment 961,208 820,731
intangible assets 514,263 82,094
3,858,405 1,353,528
i 13.1 Right to use assets - Inifial recognition under IFRS-16 1,920,781 -
- Addition during the period 265,385 -
Depreciation charged during the periad (162,721) -
Net book value at the end 2,023,455 -
13.2 Details of addltions and deletions during the year as follows:
F Additions
b Capital wark-in-progress 125,539 356,799
Right to use asset 2,023,455 -
i Property and equipment 180,672 521,503
I;‘ Intangible asssls 458,627 67,531
v 2,798,203 945,833
Less: transfers from capital work-in-progress
T;‘ Intangible assets {(116,853) {(442,049)
| 2,681,440 502,684
X Deletions (at net book value)
i Property and equipmeant {856) (8,840)
I 14 OTHER ASSETS
/ Markup accrued 5,139,883 3,871,074
Suspended markup on non-parforming advances {404,311) (115,582)
: 4,735,572 3,855,492
[ Interest receivable on investments and deposit accounts 86,105 103,662
Loan and advances - unsecured
, Employees 9,989 5,466
E Suppliers 9,574 12,608
) 19,563 18,074
Receivable from Microfinance Social Development Fund 163,507 208,743
. Insurance premium receivable from SBP 458,393 666,023
J: Prepayments and securlty deposits 116,807 284,258
4 Advance taxation - net 67,489 -
Insurance claim recelvable 7,443 7.443
¢ Other recelvables 14.1 334,079 266,837
| 5,988,958 5,350,532
+ Less: Provision agalnst doubtful receivables
QOpening balance 39,219 33,767
ii' Provision charge for the period - other asseats 1,096 5,452
J Receivables written off agatnst provision (141} -
Closing balance 14.2 40,174 39,219
5,948,784 5,311,313
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Khushhali Microfinance Bank Limited

14,2 This represents provisions made against recelvables from resigned employess, cash embezziement and insurance ciaim

receivables.

15 DEFERRED TAX ASSET

Deferred tax assets arising an account of temporary differences in:

Provision against advances and other assats
Remeasurement of post employment benefit obligation
Provisions against workers' welfare fund

Deficit on revaluation of assets - AFS

Deferred tax liability in respect of:

Operating flxed assels
Deferred grant

Note

30 June 2019

31 December 2018

{Unaudited} (Audited)
wnnmmmmmmnmmmm =R UPEES QD0 mmmamremmmam-
314,335 212,946

49,046 47,354

12,948 10,772

2,135 92

378,465 271,164

{9,084) (9,470}

- 331

{9,084) (9,139)

369,361 262,025

151 The deferred tax asset recognized in the financial statements represents the management's best estimate of the potential benefit

which is expected to be realized in future years in the form of reduced tax liability as the Bank wouid be able to set off the profits
earned in those years against temporary differences.

Management has prepared strategic development plan of the Bank for five years using assumptions which are linked to varlous
variable factors such as the economic outlook of the country, investment growth, interast rate movements, expansion in
depositors / advances portfolio etc.

16 DEPOSITS AND OTHER ACCOUNTS
30 June 2019 31 December 2018
Note {Unaudited) {Audited)
Number of Rupees '600 Number of Rupees '060
accounts accounts
Fixed deposits 16.2 56,667 37,703,666 52,456 36,211,113
Saving deposits 16.3 55,876 13,700,041 52,313 11,948,867
Current deposits 1,968,221 5,310,183 1,958,220 7,857,008
2,081,764 56,713,890 2,062,989 56,017,988

16.1 Particulars of deposits by ownership
Individual depositors 2,078,709 43,413,496 2,060,246 43,962,455
Institutional depasitors

Corporations / firms 3,001 7,781,728 2,677 7,580,396
Banks / financial institutions 54 5,518,666 686 4,465,137
2,081,764 56,713,890 2,062,989 56,017,988

16.2 This represents term deposits having tenure of 3 to 36 months (2018: 3 to 36 months) carrying interest at rates ranging from
7.00% to 14.25% (2018: 5.75% to 13.50%) per annum. The term deposits amounting to Rs 381.26 Million (2018: Rs 322.52
Millian) are lien marked against advahces to borrowers.

16.3 This represents saving accounts carrying Interest at the rates ranging from 7.00% to 12.50% per annum (2018; 7.00% to
11.00%). This includes saving deposits amounting to Rs 113.66 miliion (2018: Rs 165.55 million) on which lren Is marked against
advances to borrowers.

30 June 2019 31 December 2618
{Unaudited) {Audited)
Note = —ereeewemaeeees Rupees "000-rmum-ummnmunann
17 BORROWINGS
Unsecured
Borrowing from financial institutions outside Pakistan 17.1 1,010,328 1,386,301
Secured
Borrowing from financial institutions in Pakistan 17.2 1,151,786 1,578,571
2,162,114 2,964,872

e
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Khushhali Microfinance Bank Limited

30 June 2018 31 December 2018

{Unaudited) (Audited)
Note remmmmmm e e RUPEES 00 0mmmmmmrmeramaa
Borrowing from financial institutions outside Pakistan
Aslan Development Bank . 545,504 727,459
ECO Trade & Development Bank (TF-11} 103,300 207,800
ECO Trade & Development Bank (TF-I[} 360,834 451,042
1,010,328 1,386,301
Borrowing from financial institutions in Pakistan
Pak Oman Investment Company (TF-Il) 125,000 187,500
Pak Oman Investment Company (TF-I1) 312,500 375,000
Pak Oman Investment Company (TF-{V) 375,000 437,500
Syndicated Term Flnance 214,286 428,571t
Bank Alfalah Limited (TF-1} 75,000 100,000
Allied Bank Limited (TF-) 50,000 50,000
1,151,786 1,578,671
Loan repayment schedule:
Opening balance 2,064,872 4,782,681
Avatled during the period - -
Repayment during the period (802,758) (1,817,809}
Closing balance 2,162,114 2,964,872
SUBORDINATED DEBT
Term finance certificate - TFC-1 18.1 1,000,000 1,000,000

The bank had raised 10,000/- rated, unsscured, subordinated and privately placed term finance certificates of
worth Rs 100,000/ each fully subscribed on 19 March 2018 to improve capital adequacy at the rate of 6 month
KIBOR plus 2.05% per annum, The issue is for a period of 8 years from the date of subscription and mature on 19
March 2026. The issue has call option after 10th redemption date including lock-in clause and loss absorbency
dlause. The principal will redeemed in two equal seml annual installments falling on the end of 80th month and 26th
month from the date of Issue. The issue has preliminary rating of ‘single A’ with stable outlook.

30 June 2019 31 December 2018

{Unaudited) {Audited)
(1= 7 S — TP )] E—
OTHER LIABILITIES
Mark-up / return / interest payable on deposits 816,408 683,833
Right of use kability 5.1 1,990,142 -
Accrued expenses 470,232 369,703
Payable to defined benefit plan - KB employees gratuity fund 60,183 19,418
Corporate taxes payable - net - 234,185
G8T/ FED payabie 42,257 32,400
Payable to suppliers and service providers 335,954 144,740
Interest payable on borrowing/ subordinated debt 94,369 89,578
Bills payable 180,544 74,547
Provision for workers' welfare fund 44,650 38,472
Dividend payable 237,249 61,942
Withholding tax payable 23,743 32,825
Contrlbution payable to
- Microfinance Social Development Fund 373,407 245879
- Rigk Mitigation Fund 186,703 122,939
- Dapositor Protection Fund 186,703 122,939
Other payables 469,571 16,241
5,512,115 2,289,641
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SHARE CAPITAL

Authorized capltal

2018 2018
Number Number
Ordinary shares of Rs. 10 each
600,000,000 600,000,000

Issued, subscribed and paid-up capital

2019 2018
Number Number
Ordinary shares of Rs. 10 each fully paid for
consideration other than cash

170,500,000 170,500,000

The shareholders of the Bank are as follows:

United Bank Limited

Rural Impulse Fund If S.A. SICAV-FIS
ShoreCap Hf Limited

ASN-NOVIB Microkredietfonds

Responsibility Management Company SA (formerly Credit

Suisse Microfinance Fund Management Company)
Bank Al Habib Limited
MEMORANDUM / OFF-BALANCE SHEET ITEMS

Commitments

Capital expenditure

MARK-UP / RETURN / INTEREST EARNED

Mark-upfinterest/gain on:
Mark-up on advances
investment in Federal Government Securities
Deposits/placements with banks/FI/MFBs/TFC etc.

MARK-UP / RETURN / INTEREST EXPENSED

interest on borrowings from:
Financlal institufions - Outside Pakistan
Financial institutions - Inside Pakistan

Interest on subordinated debt
Interest on deposits

Khushhali Microfinance Bank Limited

30 June 2019 31 December 2018
{Unaudited) (Audited)

mrumssessnanunasnRUPEES *000-—mmmmnmm e
6,000,000 6,000,000
1,705,000 1,705,000
506,285 506,285
417,057 417,057
243,568 243,568
168,795 168,795
339,295 339,295
30,000 30,000
1,705,000 1,705,000
123,875 120,546

Half year ended
30 June 2019 30 June 2018
(Unaudited) (Unaudited)
mrmmmmamm e e RUP EES '000-mmenmecmnannenn

6,411,579 4,982,198
214,977 355,842
607,713 239,304
7,234,269 5,577,344
56,616 63,129
84,990 91,112
141,606 154,241
58,859 24,071
2,777,723 2,048,588
2,978,188 2,226,900
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Khushhali Microfinance Bank Limited

Half year ended

30 June 2019 30 June 2018
{Unaudited) {Unaudited)
----------------- Rupees '000---------—-—---
FEE, COMISSION AND BROKERAGE INCOME
Micro credit application processing fee 693,980 635,738
Other charges 60,650 55,941
754,630 691,679
OTHER INCOME
Recoveries against advances written off 39,487 48,799
Amortization of deferred grant 1,183 218
Gain/(loss) on disposal of fixed assels 14,682 (1.572)
Others 181 2,249
55,533 49,691

EARNIGNS PER SHARE - BASIC AND DILUTED

Basic

Basic earnings per shares is calculated by dividing the profit attributable to equity holders of the Bank by the
weighted average number of ordinary shares in Issue duwring the period excluding ordinary shares purchased by the
Bank and held as freasury shares

Half year ended
30 June 2019 30 June 2018
{Unaudited) {Unaudited)
----------------- Rupees "'000-rr-mm-mmmn-—m--
Profit for the year after taxation 1,275,278 1,000,861
Microfinance Social Development Fund (127,528) (100,086)
Risk Mitigation Fund (63,764) (50,043)
Depositors' Protection Fund (63,764) (60,043)
(255,056} (200,172)
Profit atiributable to equity shareholders . 1,020,222 800,689
Weighted average number of ordinary shares {Numbers) 170,500 170,500
Earnings per share - Basic (Rupses) 5.98 4.70

Diluted

There is no dilutive effect on the basic eamings per share of the Bank. Diluted earnings per share is caloulated by
adjusting the weighted average number of ordinary shares in issue to assume conversion of afl dilutive potential
ordinary shares . The Bank has no dilutive equity Instruments,

T
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Khushhali Microfinance Bank Limited

RELATED PARTY TRANACTIONS

The Bank's related parties comprise of President, Directors, Executives, Shareholders, Entities over which the
directors are able to exercise significant influence and employee gratuity fund. Detall of transactions during the half
year ended 30 June 2019 and balances cutstanding at that date are as follows:

Half year ended
30 June 2019 30 June 2018
{Unaudited) {Unaudited)
SRNRENUININNNS - 17,7070 11| E————
Transactions during the year
~with shareholders
Lending to financlal institutions 1,163,157 5,435,000
Repayment of lending to financial insfitutions {1,163,157) {5,435,000)
investments made during the vear - 4,500,000
Branchless banking services of loan portfolio 189,955 1,760,929
ATM services payments - 12,016
Interest income on deposit account bank balances 3,205 1,850
Interest income lending fo financial institutions 920 1,559
Interest income on investments (TFC) 3,059 1,695
Fee, commission and bank charges 23 17
Branchtess banking services commission/ ATM charges - 22,112
-with defined benefit plan
Caontribution pald to KB employees gratulty fund - 50,000
-with others
Cost refmbursement received from MSDF 173,344 219,640
Caost reimbursement ctaim irom MSDF 54,148 58,790
Remuneration of Key Management Personnel 88,612 85,374
Balances outstanding at the period end
-with shareholders
Balances with banks 248,372 194,924
Subordinated Debt 250,000 250,000

GENERAL
Figures have been rounded to the nearest thousand Rupee, unless otherwise restated.

Corresponding figures have been re-arranged and reclassified, wherever necessary, for the purpose of

comparison.
31 December 2018

(Audited)
Rupees in 000

From To
Other assets Advances-net of provisions 126,229

Where there are no amounts to be disclosed in the account captions as prescribed by BSD Circular No.11 dated
December 30, 2003 issued by SBP in respect of forms of financial statements for Microfinance banks, these
captions have not been reproduced in these financial statements,

DATE OF APPROVAL

These condensed Interim financial statements were approved by the Board of Directors of the Bank in their
meeting held en =2 Avusl 2019,

. 7

CHAIRMAN




