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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 reviewed mmwcmmnuummmwnmmam
Governance prepared by the Board of Directors of Network Microfinance Bank Limited (the Bank) to comply
with the listing regulations No. 37 of the Karachi Slock Exchange (Guarantee) Limited, where the Bank is listed,

The responsibility for the compliance with the Code of Corporate Governance is that of the Baard of Directors of
mmtmmaum.»hmmmmmmmuomymm
msmlmmmhnmm-mhm:dmmlmunummpmiuuuum-cod-ur

Governance and report If it does not. A review is limited primarily 1o inquines of the Banks's personnael
and review of various documents prepared by the Bank to comply with the Code.

As part of our audit of financial statements we are required to obtain an understanding of the accounting and
intemal control systems sufficient to plan the sudit and develop an effective audit approach. We have ol carred
out any special raview of the internal control system to enable us to express an opinion as to whether the Board's
slatement on internal control covers all controls and the effecliveness of intemal controis.

Further, Sub-Ragulation (xiii) of Listing Regulation 37 notified by The Karachi Stock Exchange (Guarantae) Limiled
vide circular KSE/N-289 dated January 19, 2008 requires tha Bank to place before the board of directors for their
consideration and approval refafed party Iransaciions exdingulshing between transactions carried out on lerms
equivalent 1o those that prevall In arm's length transactions and fransactions which are nol executed al arm's length

i attention,
Compliance does nol appropriately reflect the Bank's compliance, in all material respects, with the best praclices
mmmm-mummm:mnnummmu,umm Ducember 2010,

Erns! & Young Ford Rhodes Sidat Hyder
Chartered Accounls

Karachi: February 24, 2011
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Auditors' Report To The Members

mm:mummmummummmmaum
nn-nu-mu.w:mmmwu-mmmmmmm.mmmmw
statement of changes in equity logether with the notes forming part thereof (here in after referred 1o as the financial
mnm‘).hrhy-rtwonmWEMMMMMHHIhmmwmmmM.hm
best of our knowledge and belief were necessary lor the purposes of our audit

i approved accounting
Companies Ordinance, 19684 (XLVII of 1884), Microfinance Instilutions Ordinance, 2001 and the Prudential Regulations
rnrMnrdi'-nn-Buh&xm-uﬂtyMomanophmmmmmmadmwm

We conducted mmnhmmhmammmmuuumummmm
standards require thal we plan and perform the audit 1o obtain reasonable assurance about whether the above said
wuut-ofwnmmmauﬂlmMumunﬁmlmm.mmgm
anMhmnmmmmmmmmmnmmmuw
mmmeuMnnﬂmuhmumummlmm
hdhnmwrlﬂlpmﬂhnm:hﬁlhwmammdmmm,ﬂwm

a) huwummmuamwmMhmwmamkamuyhcammwnnu.
1984 (XLVIl of 1984);

by in our opinion:

i} |Mhhm:hﬁuﬂpﬂlﬂlm%ﬂhqﬂmnﬁnhmb-mhmbun¢mwh
conformity with the Companies Ordinance, 1084 (XLVIl of 1984), the Microfinance Inslitution
mmmmmmmummmwmmmqmm
mmmmmmhmmmmmﬁmmmmhnm
51;

i) hmﬁnMMmemhhpmuhmmw

iy hmmmm,Wnﬂmdmmethumh
accordance with the objects of the Bank:

c) hmnmhnwbhbuudwrmmﬂmmmrﬂpmmmwmhmhm

by
Mhﬁ-mMMM.muuwmhmmmum
50 required and respectively give a true and fair view of the state of the Bank's affairs as at 31 December 2010,
and its kiss, its comprehensive loss, its cash flows and changes In equity for the year than ended: and

d) hwummmummwhmmmm.1wmmu1MM
MMMNMMMHhhMMMWMM?dMM

Ems! & Young Ford Rhodes Sidat Hyder
Chanered Accountants

Audit Engagement Pariner: Omer Chughtal
Karachi: February 24, 2011

Network Microfinance Bank Limited




e T e T T A T T R S R SR s R e

BALANCE SHEET
AS AT DECEMBER 31, 2010
Note
ASSETS
Cash and balances with SBP and NBP 8
Balances with other banka/NBFIs/MFBs 9
Lending to financial institutions
Investments-net of provisions 10
Advances-net of provisions 1
Operating fixed assets 12
Other assats 13
Deferred lax assets
Total assets
LIABILITIES
Deposits and other accounts 14
Borrowings
Subordinated debt
Other liabilities 15
Deferred tax liabilities
Total liabilities
NET ASSETS
REPRESENTED BY:
Share capital 16 |— 300,000,000 300,000,000
Statutory and general reserves - 50,011 50,011
Accumulated losses (79,926,144} 1 698
220,123,667 238,587 315
Surplus / (deficit) on revaluation of assets - Rt
Deferred grants - -
220123067 238587315
MEMORANDUM / OFF-BALANCE SHEET ITEMS 17

The annexed notes 1 to 34 form an integral part of these accounts.

Prasident/Chief Executive Chairman Director Director
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED DECEMBER 31, 2010

up'returndinterest samed
M-rk wwm expensed
Net mark-up/interest iIncome

Provision against non performing loans and advances

Provision far diminution in the value of investment
Bad dabts written off directly

Met mark-up/ interest Income after provisions

Unrealized gain / (loss) on revaluation of investments —

held for trading securty
Other income

Total non-markup/non interest Income

Non mark-up/non interest expenses
Administrative expenses

Other provisions/write ofis

Other charges

Total non-markup/non interest expenses

Extraordinary/unuaual items

(Loss) / profit before taxation

Taxation - current
- prior years
- delerred

{Loss) / profit after taxation
Accumulated losses brought lorward

na
Transter fo
Statutory reserve
Capital resarve
Canfribution to MSDF / DPF | RMF
Revanua

reserve

cash dividend Re, NIl per shara (2009:
As, Nil per share)

Dithers

Accumulated losses carried forward

Mote 2010 2009
Rupeas Aupees
18 48,870,597 49 855,431
19 : 730)
45,307,183 45,445,692
11.3 19,245,461)| |  (2,980,250)
(19.245,467) (2,960,250}
26,061,722 42,485.442
20 l rn,sni, 1,821,158
2,060,259 1,015,687
1,206 (220)
21 3,664697 | 179
32,528,509 3,192,804
L Mﬂ 45,137,615)
- _119,4_1131|
___ (45,148,028)
{17,968,250) 510,218
{17,968,250) 510,218
23 [ (495.198) (260,163)
. - ﬁ""TJ
{18,463,448) 250,055
1 1,850
(79,926,144) (61,400,182
- [ (50,011)
- (12
: NG
mmuq ;s*l&,g;

Basic and diluted (loss) / earnings per share — Rupees 26
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2010

2010 2009
——— Rupees ——
{Loss) / Profit for the year {18,463,448) 250,055
Othar comprehensive income
Total comprehensive (loss) / income for the year ~ (18,463,4a8) 250,085

The annexed notas from 1 to 34 form an integral part of these financial statements.
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Head Office:
202 Azayam Plaza, Opp. FTC Building, $.M.H.S. Shahrah-e-Faisal, Karachi, Pakistan.



